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Chairman’s Statement

On behalf of the board of directors (the “Board”) of Wealthy Way Group, | am pleased to present the annual results of our
Group for the year ended 31 December 2018 to our shareholders.

During the year, we continued to maintain our operational standard. To this end, we had made greater efforts and
implemented more specific measures, thus securing substantial profitability.

Expanding business scope of our Group. With our relentless effort, we acquired Shenzhen Haosen Credit Joint Stock (Limited)
Company [RINTIERR/ NEEFARH B R A F]) ond established Wealthy Way Information Company Limited (E3i8 & AR
AR]) in 2018. Wedlthy Way Commercial Factoring Company limited (= &R RIZAE]) inifially commenced ifs
operation. Our Group fully commenced operation in various financial aspects. Taking this as a starting point, we aim fo
creafe new sources of profit based on grouping management, and expand our market share.

Adhering to compliance operation. VWWe promoted compliance operation at different levels. VWe had established compliance
guidelines for every employee from top to bottom, aiming to fully raise the awareness of employees of compliance works.

Optimizing corporate governance. Good corporate govemnance is an imporfance comersfone for the sustainable healthy
development of a company. We will continue fo improve and optimize our corporate governance. In 2018, we optimized
our department functions and authorization management, and conducted fruitful exploration on the longterm stability and
effectiveness of corporate governance structure, as well as the orderly connection and implementation of corporate
governance system at the level of execution.

Striving to longterm sustainable development. VWe focus on longterm development and sustainable operation. We pay
respect o our cusfomers, remain prudent on our projects, maintain friendly relationship with business partners and encourage
employees to work hard. Hence, we can gain reasonable returns, while individuals can develop themselves independently.

In 2019, the global and domestic economic trend will be complicated. The basis of the global economic recovery will
remain vulnerable. The global economy is facing downward pressure, with slowdown in economic growth. The domestic
economy is still in the process of transition from rapid growth to quality development, and the economy will remain stable with
fluctuation. However, the strict regulatory environment may be adjusted, enabling legitimate capital investment in the market,
thus improving market liquidity. Credit structure will be further improved and investment in the credit market by private
companies, small and micro enferprises and green enterprises will be increased. This brings both challenges and
opportunities. As always, we are confident about economy outlook and will develop our Company at a sfeady pace.

| would like to express my grafitude for the efforts and contributions made by all employees for the development of our
Company, as well as the strong support of our business partners and customers.

LO Wai Ho
Wealthy Way Group Limited
Chairman and Chief Executive Officer

Hong Kong, 26 March 2019
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Management Discussion and Analysis

BUSINESS OVERVIEW

The Group is principally engaged in the provision of financial leasing, factoring service and advisory service. In 2018, the
Group has also completed a major and connected acquisition and obtained controlling inferest of @ company in microfinance
indusiry as an expansion in Shenzhen financial market.

Year 2018 was a challenging year in the macro environment in Mainland China. In the first half of 2018, direct pressure
has been exerted on financial market in Mainland China by the financial deleverage reform which directly increased the
market interest rate in Mainland China. Moreover, the Sino-US frade friction also brought higher market uncertainty which
slowed down growth in Mainland China’s economy. During the year ended 31 December 2018, the operating results of the
Group dropped as most of the Group's customers are SMEs which are less risk resilient to the adverse changes in the market
conditions and the economic environment.

The revenue of the Group was mainly derived from financial leasing inferest income, facloring service income, the loan
facilitation income and advisory services income, accounting for approximately 52.4%, 25.6%, 12.1% and 9.9% of the
fofal revenue of the Group, respectively.

In view of the negative impact on the financial market in China, the Directors took a prudent approach from the perspective of
risk control in signing new contracts in financial leasing. While the Directors anticipate a sound and steady growth, the
Group's business will continue to grow in the near future as a result of the acquisition of microfinance company, which
expands the Group's sales channel and helps allocate the Group's resources in a more efficient and effective manner.
Therefore, the Group benefits from the synergy effect of acquisition of the microfinance company by providing not only
financial leasing, factoring, and advisory services to its corporate customers, but also small loans to individual customers and
other small private companies, thereby broadening the customer base.

Over the years, the Group's financial leasing services and advisory services were targeting potential customers of different
sizes in various industries who have financing needs of an alternative source of financing as compare fo traditional sources of
financing. In 2018, the Group provided financial leasing services and advisory services o customers including airline
company, health care service provider and manufacturer. The Directors expect that broadening the customer base, expanding
the Group's business to multiple markefs and maintaining good relationship with the cusfomers and banks is crucial to
maintain the Group's sustainable success.
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Management Discussion and Analysis (Continued)

FINANCIAL REVIEW

The following discussion and analysis pertains fo the financial information of the Group.

Revenue

The Group's revenue was derived from i) interest income from financial leasing; (i) inferest income from factoring; (i)
financial leasing advisory services income; and |(iv) other financial advisory services income; and (v) loan facilitation service
income. The Group's financial leasing services include saleleaseback as well as direct financial leasing.

The revenue recorded a decrease by approximately 14.1% from approximately RMBQ6.6 million for the year ended 31
December 2017 to approximately RMB83.0 million for the year ended 31 December 2018. The decrease was mainly due
to the drop in new financial leasing contracts entered between the Group and the customers in 2018 as a result of the Sino-
US trade friction. For the year ended 31 December 2018, the interest income from financial leasing contributed
approximately RMB43.5 million (for the year ended 31 December 2017: approximately RMB57.0 million). The interest
income from facforing contributed approximately RMB21.3 million for the year ended 31 December 2018 (for the year
ended 31 December 2017: approximately RMBQ.4 million). The Group’s advisory services mainly include financial leasing
advisory services, and other financial advisory services, contributed approximately RMB8.2 million for the year ended 31
December 2018 (for the year ended 31 December 2017 approximately RMB30.2 million). Moreover, the Group expanded
to provide loan facilitation service which contributed approximately RMB10.0 million to the revenue for the year ended 31
December 2018 |for the year ended 31 December 2017: nil]. The Directors infend to remain focused on the financial
leasing services, factoring and microfinancing and loan facilitation service income in the future fo achieve long term growth.

Other income

Other income increased by approximately RMB5.5 million from approximately RMB1.7 million for the year ended 31
December 2017 to approximately RMBZ.2 million for the year ended 31 December 2018, due to the inferest income
gained from the shortterm investment which was fully redeemed in June 2018 and other taxes refund resulted from the
implementation of change in VAT rates.

Employee benefit expenses

Employee benefit expenses included primarily employee salaries and cosfs associated with other benefits. The employee
benefit expenses increased by approximately RMB4.3 million or 58.1% from approximately RMB7 .4 million for the year
ended 31 December 2017 to approximately RMB11.7 million for the year ended 31 December 2018, due to the increase
in the manpower arising from the Group’s business expansions and the equity sefiled share-based payment.

Other operating expenses

Other operating expenses included primarily the entertainment expense, legal and professional fee, travelling expenses, efc.
For the year ended 31 December 2018, the other operating expenses was approximately RMB7.9 million (for the year
ended 31 December 2017 approximately RMB6.0 million), representing approximately 9.5% of the Group's total revenue (for
the year ended 31 December 2017 approximately 6.2%).
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Management Discussion and Analysis (Continued)

Finance Cost

The finance cost decreased by approximately 4.6% from approximately RMB34.8 million for the year ended 31 December
2017 to approximately RMB33.2 million for the year ended 31 December 2018.

Profit for the year attributable to the owners of the Company

Profit for the year decreased by approximately RMB3.4 million, or approximately 12.9%, from approximately RMB26.4
million for the year ended 31 December 2017 to approximately RMB23.0 million for the year ended 31 December 2018.
Such decrease was mainly due fo the decrease in revenue and the increase in employee benefit expenses and legal expense.

Dividend

The Board recommended the declaration of a final dividend of HK3 cents per share, subject to Shareholders” approval at the
annual general meefing to be held on 31 May 2019. The final dividend will be payable on 28 June 2019 to Shareholders
whose names appear on the register of members of the Company on 10 June 2019,

Liquidity, financial resources and capital resources

As at 31 December 2018, the cash and cash equivalents were approximately RMB61.2 million (31 December 2017:
approximately RMB56.0 million). The working capital (current assets less current liabilities) and the total equity of the Group
were approximately RMB702.7 million (31 December 2017: approximately RMB371.0 million) and approximately
RMB676.4 million (31 December 2017 approximately RMB486.5 million), respectively.

As at 31 December 2018, the Group's bank borrowings with maturity within one year amounted to approximately
RMB252.4 million {31 December 2017: approximately RMB117.6 million] and the Group's bank borrowings with maturity
exceeding one year decreased to approximately RMB405.6 million (31 December 2017: approximately RMB551.1
million]. Remaining portion of the indebtedness represented unsecured other borrowings amounting to approximately

RMB50.2 million (31 December 2017: nil).

Cearing ratio [fofal bank and other borrowings/tofal equity) as at 31 December 2018 was approximately 104.7% (31
December 2017 approximately 137.4%). Such decrease was due to the acquisition of microfinance subsidiary.
Loan and account receivables

loan and account receivables consisted of (i) financial leasing receivables including the principal and interest of financial
leasing; i) factoring loan receivables; (i) small loan receivables; and (iv) accounts receivables of advisory services fees and
upfront loan facilitation service fees. As at 31 December 2018, the loan and account receivables were approximately
RMB1,476.3 million (31 December 2017: approximately RMB1,147.3 million), and this increase was mainly due fo the
expansion of business in microfinancing during the year of 2018.

Capital commitments

As at 31 December 2018, the Group had no capital commitments (31 December 2017: Nil).
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Management Discussion and Analysis (Continued)

Employees and remuneration policy

As at 31 December 2018, the Group employed 89 full time employees (as at 31 December 2017: 40) for its principal
activities. Employees’ benefits expenses (including Directors” emoluments) amounted fo approximately RMB11.7 million for the
year ended 31 December 2018 (year ended 31 December 2017: RMB7 .4 million). The Group recognises the importance
of retaining high calibre and competent staff and continues fo provide remuneration packages to employees with reference to
the performance of the Group, the performance of individuals and prevailing market rates. Other various benefits, such as
medical and refirement benefits, are also provided. In addition, share options may be granted to eligible employees of the
Group in accordance with the ferms of the share option scheme adopted by the Company.

RISK MANAGEMENT

The Group's business operations are conducted for the PRC financial leasing market in the PRC. Accordingly, the Group's
business, financial condition, results of operations and prospects are affected significantly by economic, political and legal
developments in the PRC.

Being a financial leasing service provider, the Group has implemented a risk management system to mitigate the risks arising
for its daily operations. The risk management structure of the Group consists of the risk control commitiee at the fop, under
which are (i) risk management department, (i) business development department, and (i) accounting and finance department.
Potential business opportunities are assessed by the business development department on the potential customer’s background,
credit records, financials and the underlying assefs. The risk management department reviews all given information thoroughly
and considers relevant risk factors. VWhere necessary, extemnal legal advisors are engaged fo assess the potential legal issues.
The Group's accounting and finance department also works closely with the risk management department to assist in risk
assessment by providing financial and fax opinions. The risk confrol commitiee as the final decision maker has the ultimate
authority to approve each project. The Group also periodically conducts postleasing management on the cusfomers and
monifors financial leasing receivables fo review the ongoing risk exposure of the Group.

The Directors take both macro and micro economic conditions info account before making business decisions. Given the
recent volatility in PRC economy and financial market, the Group has been more cautious in the selection of high calibre
customers. The Group will confinue to improve risk management capabilities by better allocation of resources and refining
process workflow, such as involving credit assessment and approval procedures to enhance the cusfomer selection process.

In addition, the Group infends fo improve the information technology system to assist us in collecting more accurate
information and allow us to be more effective in reviewing the financial and operational status of the customers. The Group
will also  confinue fo expand the risk management team to cater for the additional work arising from our expanding business
operations, and allocate sufficient manpower to maintain an appropriate risk reward balance.
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Management Discussion and Analysis (Continued)

SHARE OPTION SCHEME

On 19 June 2017, the Company conditionally approved and adopted the share option scheme (the “Share Option Scheme”)
in accordance with the provision of Chapter 17 of the Listing Rules. The purpose of the Share Option Scheme is to enable the
Company to grant options to the employee, advisor, consultant, service provider, agent, customer, partner or joint venture
partner of the Company or any subsidiary (including any director of the Company or any subsidiary) who is in fullime or part-
time employment with or otherwise engaged by the Company or any subsidiary af the time when an opfion is granted fo such
employee, adviser, consultant, service provider, agent, customer, pariner or jointventure partner or any person who, in the
absolute discretion of the Board, has confributed or may confribute fo the Group ("Participants”) as incentive or reward for
their contribution to the Group to subscribe for the Shares thereby linking their interest with that of the Group. On and subject
to the terms of the Share Opfion Scheme and the requirements of the listing Rules (in particular as to grant of options fo
Direcfors, chief executives and Substantial Shareholders of the Company or their respective associates), the Board shall be
entitled at any time within 10 years after the date of adoption of the Share Option Scheme to make an offer for the grant of
an opfion fo any Participant as the Board may determine. The number of Shares which may be issued pursuant to the exercise
of the options to be granted under the Share Option Scheme is 144,000,000 shares of the Company in fofal.

As at 31 December 2018, 4,320,000 Shares had been granted under the Share Option Scheme during the year ended 31
December 2018. As at the dafe of this annual report, 2,880,000 shares are issuable for options granted under the Share
Option Scheme, representing approximately 2% of the total number of issued shares af that date and none is lapsed under
the Share Option Scheme.

OUTLOOK AND PLANS

In the year 2018, the Group dedicated the effort in the provision of financial services notwithstanding the growing
uncertainties in the PRC markef. The Group will continue fo mainfain a prudent and balanced approach by adjusting ifs
strafegies, such as the expansion in business channels and the widening of SME and high-quality enterprises customer base,
by becoming the confrolling shareholder of a microfinance company in Shenzhen.

The Group will confinue to adopt the current prudent approach to susfain business growth by conservatively expanding
business with diversified custfomer base, while maintaining a good relationship with the existing customers and banks. The
Board will cautiously monitor the external business environment, with the aim to develop a more diversified customer base,
expand fo multiple markets and provide various services to the customers to mainfain competitiveness in the market. Looking
chead o 2019, the Board believe that the Group will sustain its growth by refining ifs business operations and delivering
quality services to high calibre customers.
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Biographical Details of Directors and Senior
Management

EXECUTIVE DIRECTORS

Mr. Lo Wai Ho (B &%), aged 49, is an executive Director, the founder, chairman and chief executive officer of the Group.
He is mainly responsible for the overall strategic planning and management of the Group.

Mr. Lo has over 23 years of experience in the areas of corporate management, finance and property development. From July
1993 1o December 1997, Mr. lo was the deputy general manager of Heng Feng Investments (China) Development
Company limited ("Heng Feng”) (formerly known as Stable Profit Industries Limited and Heng Feng Investments (China)
Development Company Limited). Heng Feng is principally engaged in the business of property development projects in the
PRC. Mr. Lo was responsible for the corporate management, finance and the PRC property projects of Heng Feng. In January
1998, he was appoinfed as a director of Heng Feng.

Since the beginning of 2012 after Mr. Lo founded the Group, he has been primarily responsible for overall strategy of Heng
Feng. He has not been involved in its dayfo-day operations.

Mr. Lo has also been one of the directors of (i) Grand Pariners Asset Management limited since June 2011, a corporation
licensed under the SFO to carry out type 9 (asset management) regulated activities; (i) Grand Pariners Investment Consultants
Limited since August 2015, a corporation licensed under the SFO fo carry out type 4 [advising on securities] regulated
activities; and (iii) Grand Pariners Securities Limited since October 2015, a corporation licensed under the SFO to carry out
type 1 (dealing in securities) regulated activities. Mr. Lo is not involved in their day-fo-day operations and his primary
responsibilities are fo preside over and parficipate in board meefings, provide strategic advice and guidance to the
management of Grand Pariners Asset Management Limited, Grand Partners Investiment Consultants Limited and Grand Partners
Securities Limited. Mr. Lo is currently the vice-chairman of RYITHREEFETTH & (Shenzhen Financial Leasing Industry
Society*).

Mr. Lo is the uncle of Mr. Xie Weiquan (the Group's non-executive Director), Mr. Xie Zhuochou (a member of the Group's
senior management) and Mr. Lu Zemin (@ member of the Group's senior management]. Other than disclosed in this annual
report, Mr. Lo is not connected with any other Directors, members of the senior management, substantial shareholders or
controlling shareholders of the Company.

Ms. Chan Shuk Kwan Winnie (B38), aged 53, is an executive Director and is mainly responsible for the overall strategy
planning of the Group. She joined the Group on 12 May 2016. She has over 20 years of experience in the banking and
finance industry in Hong Kong, and specializes in credit analysis and loan administration. From January 1989 to August
1990, Ms. Chan was a credit analyst of OTB Card Company Limited, a company which was principally engaged in the
credit card business. From August 1990 to August 1992, she was employed as credit analyst in the loans department of
Sumitomo Mitsui Trust (Hong Kong] Limited (formerly known as The Sumitomo Trust Finance [H.K.) Limited), a company which
was principally engaged in the business of debt invesiment, provision of securities, invesiment advisory and fund management
services. From February 1996 to July 2013, Ms. Chan worked in Industrial & Commercial Bank of China [Asia) Limited (formerly
known as Belgian Bank and Fortis Bank Asia HK], a licensed bank registered with the Hong Kong Monetary Authority and
her last position was credit manager in the credit department.

In April 1988, Ms. Chan obfained a degree of Bachelor of Science from University of South Florida, USA.

Ms. Chan is not connected with any other Directors, members of the senior management, substantial shareholders or other
controlling shareholders of the Company.

WEALTHY WAY GROUP LIMITED

10



Biographical Details of Directors and Senior Management (Continued)

NON-EXECUTIVE DIRECTOR

Mr. Xie Weiquan (#f&2), aged 37, was appointed as non-executive Director on 12 May 2016 and is mainly responsible
for advising on business opportunities for investment, development and expansion of the Group. He joined the Group on 1
January 2013 in charge of the finance and risk management, human resources and general administration of CWW leasing

and CWW Services. Mr. Xie has been re-designated as the consultant of CWW Leasing and CWW Services since 12 May

2016 to render advices particularly relafing to finance and risk management.

Mr. Xie has exfensive experience in finance, investment and asset management. From July 2006 to July 2009, Mr. Xie
worked af BT & AFRBERD AR AT (China Ping An Life Insurance Co., ltd.), which is an insurance company and he
was primarily responsible for the development of investment management system and procurement. From September 2009 to
December 2012, he was the manager of finance of BRIEEREEEHFRAF (GD Hengfeng Investment Group Co.
Limited*), a limited liability company incorporated in the PRC which is principally engaged in the business of property
investment and development. Mr. Xie has been a representative and member of the invesiment commitiee of Grand Pariners
Asset Management Limited since February 2014, and has been ifs Responsible Officer since 21 April 2017. Mr. Xie has
also been a representative of Grand Partners Investment Consultants Limited since October 2016. Mr. Xie is primarily
responsible for the business operations and markefing of Grand Partners Asset Management Limited and Grand Partners
Investment Consultants Limited.

In July 2004, Mr. Xie graduated from FGEIE T ARE: (Harbin Institute of Technology), PRC with a degree of Bachelor of
Management in Science and Engineering. In July 2006, Mr. Xie graduated from MGEIETHAZ (Harbin Institute of
Technology) PRC, with a degree of Master of Management in Science and Engineering. In November 2015, he obfained a
degree of Master of Business Administration in Finance from The Chinese University of Hong Kong.

Mr. Xie is the nephew of Mr. lo (the Group’s founder, chairman, chief executive officer, an executive Director and a
Controlling Shareholder) and cousin of Mr. Lu Zemin (@ member of the Group's senior management) and Mr. Xie Zhuochou (a
member of the Group's senior management). Other than disclosed in this annual report, Mr. Xie is not connected with any
other Directors, members of the senior management, substantial shareholders or controlling shareholders of the Company.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Ha Tak Kong (E%57T), aged 50, was appointed as an INED on 19 June 2017. He is mainly responsible for providing
independent judgment on the issues of strafegy, performance, resources and standard of conduct of the Company. He has
over 27 years of experience in financial accounting and auditing. Between June 2004 fo September 2015, Mr. Ha was
appointed as an independent non-executive director of China Investment and Finance Group Limited (F Bl L& S EBR A
7)) (formerly known as Garron Infernational Limited) (stock code: 1226). Between September 2007 and October 2008, Mr.
Ha was an independent non-executive director of Seamless Green China (Holdings) Limited (4847 &2 H BI(S£ @) GR A 7))
(formerly known as Fast Systems Technology (Holdings) Limited (SR ¥t &2 E AR A F]) (stock code: 8150). Since December
1992, Mr. Ha has been employed as the chief financial officer of World Wide (Hardware| Industrial Co., an export/import
trading company.

In December 2002, Mr. Ha graduated with a degree of Bachelor of Accounting from the University of Hong Kong.
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Biographical Details of Directors and Senior Management (Continued)

Mr. Ha has been admitted as an associate of the Association of International Accountants since November 2003, an
associate of The Taxation Institute of Hong Kong since March 2004 and a member of The Hong Kong Institute of Certified
Public Accountants since July 2004.

Mr. Ip Chi Wai (£ ), aged 50, was appointed as an INED on 19 June 2017. He is mainly responsible for providing
independent judgement on the issues of strategy, performance, resources and standard of conduct of the Company. Mr. Ip
has been an independent non-executive director of Asia Standard Hotel Group Limited (7288 & S BA R A &) (stock code:
292) and Dingyi Group Investment limited (§2{85E1% & BRAR]) (stock code: 508) since December 2003 and March
2016 respectively. Between September 2000 and November 2013, Mr. Ip was an independent non-executive director of
China Bio Cassava Holdings Limited ({f Bl &= & IRIFERB R A R) (formerly known as Q9 Technology Holdings Limited) (J1
R B BR A 7)) (stock code: 8129).

In December 1990, Mr. Ip graduated from the University of Hong Kong with a degree of Bachelor of Laws. He was admitted
as a solicitor in Hong Kong in 1993 and has over 23 years of experience in the legal profession.

Ms. Hung Siu Woon Pauline (3t/)M&), aged 51, was appointed as an INED on 19 June 2017. She is mainly responsible
for providing independent judgment on the issues of strategy, performance, resources and standard of conduct of the
Company.

Ms. Hung has over 19 years of experience in the finance indusfry in Hong Kong. In September 1997, Ms. Hung joined
Emperor Securities Limited and her last position was senior manager of credit & risk control, when she resigned in September
2004. Ms. Hung was mainly responsible for risk management and compliance, supervise operations of the credit and
compliance and dealing departments. From August 2006 to December 2007, she was employed as operation manager of
Environmental Pioneers & Solutions Limited, which is now a subsidiary of FSE Engineering Holdings Limited (stock code: 331)
and a former subsidiary of NWS Holdings Limited [stock code: 659). Ms. Hung was responsible for operations supervision
including sales and marketing and accounting. From January 2008 to April 2009, she was employed as operation director
of Success International Management Services Limited and was mainly responsible for operations supervision. Between July
2009 and September 2014, Ms. Hung was operations manager and representative of AM VWanhai Securities Limited (formerly
known as AM Capital Limited) which is a licensed corporation under the SFO to carry out type 1 (dealing in securities), type
4 |advising on securities), type ¢ [(advising on corporate finance] and type 9@ (asset management] regulated activities.
Between January 2015 and April 2015, Ms. Hung was employed as head of compliance and risk by South China Finance
and Management limited, a subsidiary of South China Financial Holdings Limited [stock code: 619). During the period from
1 March 2016 10 31 March 2016, Ms. Hung was an investment representative of KGI Hong Kong Limited. Ms. Hung also
joined FDT Capital Limited in April 2016 as the director of operations and was transferred to FDT Securities Limited (formerly
known as Mega Securities [Hong Kong) Company Limited), and resigned in December 2016. Ms. Hung has been appointed
as an independent non-executive director of WT Group Holdings Limited (stock code: 8422) since 1 December 2017. On
15 January 2019, Ms. Hung has been appointed as the responsible officer of Pearl Bridge Securities Limited, which is o
licensed corporation under the SFO to carry out type 1 (dedling in securities) and type 4 [advising on securifies) regulated
activities.

In December 1991, Ms. Hung complefed her study in commerce in Murdoch University, Australia and was awarded a
degree of Bachelor of Commerce. In April 2007, she obtained a degree of Master of Business Administration from the
University of Western Sydney, Australia.
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Biographical Details of Directors and Senior Management (Continued)

SENIOR MANAGEMENT

Mr. Shi Lei (A7), aged 40, joined the Group on 1 September 2014 as the general manager of CWW leasing and the
deputy general manager of CWW Services. He is mainly responsible for the Group’s overall business development.

Mr. Shi has over 15 years of experience in the financial leasing industry in the PRC. Mr. Shi obtained a bachelor degree in
financial management from #8148 K22 (Central University of Finance and Economics), PRC in June 2001. From July 2001
to March 2005, he had been employed as accounting officer, project manager of the leasing and finance departments,
head of the capital depariment and head of the invesiment banking department at China Development Bank Financial leasing
Co., Iid. (BItREREERNDBR A (formerly known as Shenzhen Finance leasing Co. lid. (FIIEFEEFRAA)).
Mr. Shi was mainly responsible for overseeing its leasing and finance, capital and investment banking department. During
March 2005 to September 2011, Mr. Shi had been the deputy general manager of the accounting and finance department
and the general manager of the leasing department of BT EIBREE AR AR (South China International Leasing Co. Ltd.).
Mr. Shi was mainly responsible for overseeing ifs finance and leasing department. From October 2011 to September 2014,
Mr. Shi was the deputy general manager of FYITKFRMEBLERR AT (Shenzhen Win Time Financial Lleasing
Company Limited]. Mr. Shi was mainly responsible for overseeing its business section.

Mr. Lv Zemin (E2R), aged 31, is the head of the risk management department of CWW leasing and is mainly
responsible for overseeing its risk management department. He joined the Group on 20 February 2012 and resigned on 28

February 2019.

Prior to joining the Group, Mr. Lu worked for RINNELEHBIFEEGR AR (Hengfeng Haiyue International Hotel
Company Limited) as the senior manager of the markefing department during August 2007 to February 2009. From March
2009 to December 2012, Mr. Lu worked for BRELEEAR AT (CD. Hengfeng Group Co. lid.) as the senior

manager of its investment department.

At the initial stage of the Group, Mr. Lu was appointed by Mr. Lo as his nominee to be (i) the director (from 5 April 2012 to
22 January 2015), legal representative (from 5 April 2012 to 22 January 2015) and general manager (from 5 April 2012
to 7 May 2014 of CWW Lleasing; and i) the director, legal representative and general manager (from 20 February 2012
to 18 October 2015) of CWW Services. Mr. Lu mainly assisted Mr. Lo in the establishment of CWW leasing and CWW
Services at the initial stage and later their external affairs under Mr. Lo's instructions. He has been re-designated as the head

of risk management of CWW leasing since 1 September 2014.

Mr. lu completed an online course in administrative management from fEFREH%KE (Huazhong University of Science and
Technology), PRC in July 201 1. Mr. Lu obtfained certificates for passing the financial leasing practical training issued by 1
INERELEHEHEETIEZEE (China leasing Business Association of CAEFI) in July 2013 and November 2014

respectively.

Mr. Lu is the nephew of Mr. lo (the Group's founder, chairman, chief executive officer, an executive Director and a
Controlling Shareholder) and the cousin of Mr. Xie Weiquan (the Group's non-executive Director) and Mr. Xie Zhuochou (o
member of the Group's senior management). Other than disclosed in this annual report, Mr. Lu is not connected with any
other Directors, members of the senior management, substantial shareholders or controlling shareholders of the Company.

Mr. Xie Zhuochou (5t #98&), aged 35, joined the Group as the head of the risk management department of CWW Leasing

on 1 February 2019. He is responsible for overseeing the risk management department.
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Mr. Xie groduated from ZEmIE T A2 (South China University of Technology | in 2006 with a bachelor’s degree in business
management. Prior to joining the Group, Mr. Xie RINELBIHBIFEEERRR AR (Hengfeng Haiyue International Hotel
Company Limited*) as the general manager of the finance department during August 2006 to February 2007. From March
2007 to March 2008, Mr. Xie worked as the project manager for RIIMEE FiEAR A A] (Shenzhen Hengfeng Real
Estate Co. limited*). From March 2008 fo December 2017, Mr. Xie worked as the head of accounting and finance
depariment of EREEEEFR A R] (GD. Hengfeng Group Co. Uid. *).

Mr. Xie is the nephew of Mr. lo (the Group's founder, chairman, chief executive officer, an executive Director and a
Controlling Shareholder) and cousin of Mr. Xie Weiquan (the Group's non-executive Director] and Mr. Lu Zemin (a member of
the Group's senior management). Other than disclosed in this annual report, Mr. Xie is not connected with any other Directors,
members of the senior management, substantial shareholders or controlling shareholders of the Company.

Ms. Shi Yumei (£ E#5), aged 34, joined the Group on 30 November 2012 as the head of accounting and finance
depariment of CWW Leasing and CWW Services. She is mainly responsible for the accounting and finance of CWW
leasing and CWWV Services.

Ms. Shi has over 9 years of experience in financial accounting in the PRC. She was the head of the accounting and finance
depariment of R&IITT = BMERM AR 2] (Shenzhen City Sanzhi Telecommunications Technology Company Limited) from
January 2008 to December 2012. Ms. Shi obtained a bachelor degree in accounting from %2 K2 (Yanan University), the
PRC in July 2007. She has been qualified as an intermediate accountant in the PRC in October 2012.

Mr. Luo Xing (), aged 35, joined the Group on 10 September 2014 as the head of business development department
of CWW leasing and CWW Services and resigned on 30 Sepfember 2018. He is mainly responsible for assisting the
general manager in the business development of the Group, particularly in respect of the financial leasing business of CVWWW
Leasing.

Mr. luo graduated from ER T A2 (Guangdong University of Technology] in June 2006 with a bachelor's degree in
business management. Prior fo joining the Group, Mr. Luo was the department head of business department of Rk =gt &
THEBMR A (Shenzhen Win Time Financial leasing Company Limited) from October 2011 to August 2014, responsible
for its business development, customer relations and liaison with banks.

COMPANY SECRETARY

Ms. Cheuk Tat Yee (3£f&), aged 32, was appointed as company secretary of the Company on 12 May 2016 and
resigned on 21 January 2019. Ms. Cheuk worked at Emnst & Young as accountant between November 2009 to December
2013. She was an assistant accounting manager of Shing Future Holdings limited, which is a subsidiary of Hoifu Energy
Group limited (BB BEIREEBR AR [stock code: 7), from December 2013 to October 2015. Ms. Cheuk was the
company secretary of China Investment and Finance Group limited (stock code: 1226] from August 2014 to March 2015.
During the period from November 2015 to February 2017, she was the senior accountant at Taobao China Holding Limited.
She has been the finance manager of Haifu International Finance Holding Group Limited since February 2017. Ms. Cheuk
graduated with a degree of Bachelor of Business Administration in Professional Accounting from The Hong Kong University of
Science and Technology in November 2009. She has been a member of the Hong Kong Institute of Certified Public
Accountants since November 2011.

* For identification purpose only
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Ms. Fok Chau Tung (BFK¥), aged 31, was appointed as company secretary of the Company on 21 January 2019. She
holds a Bachelor of Commerce Degree from the University of Melbourne, Australia. She has been admitied as a member of
the CPA Australia since March 2014 and the member of Hong Kong Insfitute of Certified Public Accountants since March
2016. She has over 8 years of experience in accounting, audit, company secretarial and financial reporting fields. She has
been working in audit firm since June 2010 and worked for the Group since September 2015 as the finance manager.
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Corporate Governance Report

The Board hereby presents to the Shareholders the corporate governance report for the year ended 31 December 2018.

The Group is committed to promoting good corporate governance and has set up procedures on corporate governance that
comply with the principles in the Corporate Governance Code (the “CG Code”) as sef out in Appendix 14 to the Listing Rules
of the Stock Exchange. For the year ended 31 December 2018, the Board of the Company have performed the corporate
governance duties which include the following: (i) to develop and review the Company’s policies and practices on corporate
govemnance; i) fo review and monitor the fraining and continuous professional development of Directors and senior
management; [iii] fo review and monitor the Company's policies and pracfices on compliance with legal and regulatory
requirements; (iv) to develop, review and monitor the code of conduct and compliance manual applicable to employees and
Directors; and [v) to review the Company’s compliance with the CG Code and disclosure in the Corporate Governance
Report.

BOARD OF DIRECTORS

Composition

During the Period and up fo the date of this report, the composition of the Board is as follow:

Executive Director, Chairman and Chief Executive Officer
Mr. LO Wai Ho

Executive Director
Ms. CHAN Shuk Kwan Winnie

Non-executive Director
Mr. XIE Weiquan

Independent Non-Executive Directors (“INEDs”)
Mr. HA Tak Kong

Mr. IP Chi Wai

Ms. HUNG Siu Woon, Pauline

Responsibilities of the Board

The functions and duties of the Board include, buf are not limited fo, convening general meetings, reporting on the
performance of the Group at general meefings, implementing resolutions passed at general meetings, formulating business
and investment plans, preparing annual budget and final accounts, preparing proposals on profit distribution and increasing
or decreasing the registered capital, as well as exercising other authorities, functions and responsibilities in accordance with
the Arficles of Association. The biographies of the Directors are set out on pages 10 to 12 of this annual report under the
"Biographical Details of Direcfors and Senior Management”.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Mr. lo Wai Ho, the Chairman of the Company is responsible for the overall strategic planning and management of the
Group. Code provision A.2.1 requires that the roles of chairman and chief executive officer should be separate and should
not be performed by the same individual. Mr. Lo, being the Chairperson of the Board, has also been appointed as the Chief
Executive Officer of the Group who will keep provided strong and consistent leadership to achieve strategic business growth
of the Group to enable a better execution of longterm strategies. All the Board members will be ensured to keep abreast of
adequate, complete and reliable information by Mr. Lo on issues to be discussed at Board meetings. Moreover, the three
independent Non-Executive Directors (the “INEDs"] provide independent and professional opinion on issues addressed at
Board meetings and therefore, the Board believes that there is a balance of power and authority governed by the current
Board structure with half of them being the INEDs and does not intend to make any change in the composition of the Board.
The Board will continue to review the Board composition from time to time and shall make necessary changes when
appropriate in a fimely manner accordingly and inform the Company's shareholders.

Mr. Lo is the uncle of Mr. Xie. Other than disclosed in this annual report, Mr. Lo is not connected with any other Direcfors of
the Company.

NON-EXECUTIVE DIRECTOR

The Non-Executive Director of the Company, Mr. Xie Weiquan is appointed for a specific term which may be extended as
each of the Non-Executive Director and the Company may agree, unless previously terminated in accordance with the terms
and conditions of the relevant lefter of appointment or direcfor’s service confract.

Mr. Xie is the nephew of Mr. Lo (the Group's founder, chairman, chief executive officer, an executive Director and a
Controlling Shareholder). Other than disclosed in this annual report, Mr. Xie is not connected with any other Directors of the
Company.

INDEPENDENT NON-EXECUTIVE DIRECTORS

During the Period, the Board at all times complied with Rules 3.10(1), (2) and 3.10A of the listing Rules relating to the
appointment of at least three INEDs representing at least one+hird of the Board with af least one of them has possessed
relevant professional qualifications or accounting or related financial management expertise. A written annual confirmation of
their independence satisfied with guidelines sef out in Rule 3.13 of the Llisting Rules have been received from each of the
INEDs and the Company considers each of them to be independent. The Company is of the opinion that the INEDs with their
wide spectrum of knowledge and extensive business experience, will objectively scrutinise the Company's performance. Each
of the INEDs will inform the Company in wrifing as soon as practicable if there is any change of circumsfances which may
affect his independence. The INEDs are also subject to rofation at annual general meetings pursuant to the arficles of
association of the Company.

The Company has maintained an updated list of its directors identifying their roles and functions on websites of the Company
and the Stock Exchange. Independent non-executive directors are identified in all corporate communications that disclose the
names of directors.
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Appointment and Rotation of Directors

Pursuant to Arficles, at each annual general meefing one-third of the Directors for the time being, shall refire from office by

rofation provided that every Director (including those appointed for a specific term) shall be subject to retirement by rotation at

least once every three years. A retiring Director shall be eligible for re-election.

In accordance with Appendix 14 of the listing Rules, Code Provision A1.1 prescribes that at least four regular Board
meefings should be held each year at approximately quarterly intervals with actively participation of a majority of the

Directors, either in person or through other electronic means of communication.

During the year, the Board held a fofal of ten regular board meefings. Each Director’s attendance record for the Board

meetings, Board committee meefings and general meetings is set out as follow:

Board Meetings and Attendance

Annual Regular
General board  Nomination Remuneration Audit
meeting meeting Committee Committee Committee
Executive Director, Chairman and
Chief Executive Officer
Mr. LO Wai Ho 1/1 10/10 2/2 2/2 —
Executive Director
Ms. CHAN Shuk Kwan Winnie 1/1 10/10 — — —
Non-executive Director
Mr. XIE Weiquan 1/1 10/10 — — —
Independent non-executive Director
Mr. HA Tak Kong 1/1 10/10 2/2 2/2 2/2
Mr. Ip Chi Wai 1/1 10/10 2/2 2/2 2/2
Ms. Hung Siu Woon Pauline 1/1 10/10 — — 2/2

The Board having considered the affendance records of the Direcfors is satisfied that each Director spends sufficient time

performing his responsibilities.
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BOARD COMMITTEES

We have established the following committees under the Board: the audit committee (the "Audit Committee”), the remuneration
committee (the “"Remuneration Committee”) and the nomination committee (the “Nomination Committee”). The committees
operate in accordance with the terms of reference established by the Board. The ferms of reference of the Audit committee,
Nomination Committee and Remuneration Committee are posted on the Company’s website and the Stock Exchange.

Audit Committee

The Company established the Audit Committee in accordance with Rule 3.21 of the Listing Rules pursuant to a resolution of
the Board passed on 19 June 2017 with writien terms of reference in compliance with paragraph C3 of the Corporate
Governance Code as set out in Appendix 14 to the listing Rules (the “Corporate Governance Code”). The primary duties of
the Audit Committee are mainly to make recommendations to the Board on the appointment and removal of the external
auditor, review the financial statements and provide advice in respect of financial reporting and oversee the internal control
procedures and risk management of the Group. The Audit Committee comprises of three INEDs, namely Mr. Ha Tak Kong,
Mr. Ip Chi Wai and Ms. Hung Siu Woon, Pauline. Mr. Ha Tak Kong is the chairman of the Audit Committee.

During the year, the Company has held two meetings of Audit Commitiee in March 2018 and August 2018.

Up to the date of this report, the Audit Committee has reviewed with the management team and the external auditors the
accounting principles and practices adopted by the Group and discussed auditing intemal controls and financial reporting
matters and results of the Group of the Reporting Period and proposed adoption of the same by the Directors.

Remuneration Committee

The Company established the Remuneration Committee in accordance with Rule 3.25 of the Listing Rules pursuant fo a
resolution of the Board passed on 19 June 2017 with written terms of reference in compliance with paragraph B1 of the
Corporate Governance Code. The primary functions of the Remuneration Committee are to make recommendation fo the
Board on the overall remuneration policy and structure relating to all Directors and senior management, review performance
based remuneration and ensure none of Directors determine their own remuneration. The Remuneration Committee comprises
of two INEDs and one executive Director, namely Mr. Ha Tak Kong, Mr. Ip Chi Wai and Mr. lo. Mr. Ha Tak Kong is the

chairman of the Remuneration Committee.

During the year, the Company has held two meetings of Remuneration Committee in March and August 2018, in which the
Remuneration Committee had reviewed the current directors’ fee, the current remuneration policy of the Board and made
recommendations to the Board.

Nomination Committee

The Company established the Nomination Committee pursuant to a resolution of the Board passed on 19 June 2017 with
written terms of reference in compliance with paragraph A5 of the Corporate Governance Code. The primary duties of the
Nomination Committee include reviewing the structure, size, and composition of the Board, assessing the independence of
independent non-executive Directors and making recommendations fo the Board on matters relating to the appointment of
Directors. The Nomination Commitiee comprises of two INEDs and one executive Director, namely Mr. Ha Tak Kong, Mr. Ip
Chi Wai and Mr. lo. Mr. Ha Tak Kong is the chairman of the Nomination Commitiee.
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During the year, the Company has held two meetings of Nomination Committee in March and August 2018, in which the
Nomination Committee had reviewed the current Board's sfructure, size and composition and made recommendations of
appointment of the Board.

Directors’ Securities Transactions

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 to the Listing Rules as its own code of conduct regarding securities transactions by Directors. Having
made specific enquiries with all of the Directors, each of whom has confirmed that he has, throughout the Period, complied
with the required sfandards set out therein.

Directors’ Remuneration

The Directors’ fees are subject to shareholders’ approval at general meetings of the Company. Other emoluments are
determined by the Board with reference to the Directors’ duties, responsibilities and performance and the results of the Group.

The remuneration paid to and/or entitled by each of the Directors for the year ended 31 December 2018 is set out in Note
10 to the consolidated financial statements.

Board Diversity policy

This Policy aims to set out the approach to achieve diversity on the board of directors (the “Board”) of Wealthy Way Group
Limited (the “Company”).

Vision
The Company recognises and embraces the benefits of having a diverse Board to enhance the quality of its performance.

Policy Statement

With a view to achieving a sustainable and balanced development, the Company sees increasing diversity at the Board level
as an essential element in supporting the affainment of ifs sfrategic objectives and its susfainable development. In designing
the Board's composition, Board diversity has been considered from a number of aspects, including but not limited to gender,
age, cultural and educational background, professional experience, skills, knowledge and length of service. All Board
appointments will be based on meritocracy, and candidates will be considered against objective criteria, having due regard
for the benefits of diversity on the Board.

Measurable Objectives

Selection of candidates of the Board members will be based on a range of diversity perspectives, including but nof limited o
gender, age, cultural and educational background, ethnicity, professional experience, skills, knowledge and length of service
and any other factors that the Board may consider relevant and applicable from time fo time. The ultimate decision will be
based on merit and contribution that the selected candidates will bring to the Board, having due regard to the benefits of
diversity on the Board and also the needs of the Board without focusing on a single diversity aspect. The Board's composition
will be disclosed in the corporate governance report of the Company annually in accordance with the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited.
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The Nomination Committee will review the Policy, as appropriate, to ensure the effectiveness of the Policy. The Nomination
Committee will discuss any revisions fo the Policy that may be required, and recommend any such revisions to the Board for
consideration and approval.

Dividend policy

Under the Dividend Policy, in circumstances that the Group is profitable and without affecting the normal operations and future
growth of the Group, the Company may consider declaring and paying dividends to its shareholders. Such declaration and
payment of dividends shall remain to be defermined at the sole discrefion of the Board and subject to all applicable
requirements under the Companies Ordinance [Chapter 622 of the Laws of Hong Kong) and the Articles of Association of the
Company. According fo the Dividend Policy, while the Company intends to declare and pay dividends in the future, the
payment and the amount of any dividends will depend on a number of factors, including but not limited fo: (i) the Group's
actual and expected financial performance; (i) the Group's expected working capifal requirements and future development
plans; (i) the Group's liquidity position; (iv) general economic conditions, business cycle of the Group's business and other
intfernal or external factors that may have an impact on the business or financial performance and position of the Company; (v)
shareholders’ interests; (vi] any restrictions on payment of dividends; (vii] and other factors that the Board deems appropriate.
The Board endeavors fo sfrike a balance between the shareholders’ interests and prudent capital management with o
sustainable dividend policy and the Board will continually review the Dividend Policy and reserves the right in ifs sole and
absolute discrefion fo update, amend and/or modify the Dividend Policy at any time as the Board deems fit and necessary.
There can be no assurance that the Company will be able to declare or distribute any dividend in the amount set out in any
of the plans or at all.

EXTERNAL AUDITORS AND AUDITORS’ REMUNERATION

The company has appointed Moore Stephens CPA Limited ["Moore Stephens”] as the Company's external auditor during the
year. The Audit Commitiee considered that these audit and non-audit services have no adverse effect on the independence of
Moore Stephens. There was no disagreement between the Board and the Audit Committee on the selection, appointment,
resignation or dismissal of Moore Stephens. During the year, Moore Stephen has rendered both audit and non-audit services
to the Group and the remuneration paid/payable for the year ended 31 December 2018 is sef out as follows:

Amount of Fees

Types of services provided by Moore Stephens RMB$'000
Audit services 758
Non-audit services (reporting accountant for major and connected acquisition) 1,027
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DIRECTORS’ AND AUDITORS’ RESPONSIBILITY OF FINANCIAL REPORTING

The Directors acknowledge their responsibility for the preparation of the consolidated financial statements of the Company for
each financial year with a true and fair view of the financial position of the Group.

The Directors consider that the Company's consolidated financial statements are prepared in accordance with all statutory
requirements and appropriate accounting standards are applied consistently.

The Directors are not aware of any material uncertainties relating to events or conditions that may cast significant doubt on the
Company's ability fo continue as a going concern. The statement by the external auditor of the Company about their reporting
responsibilities on the financial stafements is set out in the secfion headed “Independent Audifor’s Report” of this report.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledged that it is its responsibility to ensure the Company mainfains an effective risk management and
infernal control system to minimize risks in our business activities and fo protect the long-term interests of the Group and the
Shareholders. During the financial year, a review of the effectiveness of the risk management and internal control system of
the Company in respect of the Group's financial, operational and compliance controls had been conducted through the effort
of the Board, the Audit Committee and the Management. The Company has esfablished internal audit function. The Board
acknowledged that adequate infernal confrol system was implemented to ensure the effectiveness functioning of financial,
operational and compliance controls.

COMPANY SECRETARY

Ms. Cheuk Tat Yee was appointed as company secretary of the Company on 12 May 2016 and resigned on 21 January
2019. During the Year, Ms. Cheuk has complied with the relevant professional fraining requirement under Rule 3.29 of the
Listing Rules.

Ms. Fok Chau Tung has been appointed as company secretary of the Company on 21 January 2019.

SHAREHOLDERS’ COMMUNICATION POLICY

The Company has established a shareholders” communication policy and the Board reviews it regularly to ensure its
effectiveness. Under this policy, the Company communicates with its shareholders and the invesiment community mainly
through various means: (i) the holding of annual general meetings and other general meetings; (i) the timely publication of the
Company's announcements,interim and annual financial reports, and/or circulars as required under the Listing rules and {iii)
the availability of all the disclosures submitted to the Stock Exchange and any of the Company’s corporafe communications
and publications on the Company’s website at cwl.com.

Shareholders and investors are welcome to visit the Company’s website to raise enquiries through the Investor Relations
Department whose contact details are available on the Company’s website and the “Corporate Information” of this annual
reporf.
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The Company shall provide shareholders with relevant information on the resolution(s| proposed at a general meefing in a
timely manner in accordance with the Company’s articles and the Listing Rules and Shareholders are encouraged to attend
and participate in general meetings. The Chairman of the Board and the chairperson,/chairman of the Board committees, or
their delegates and the external auditors will attend the upcoming annual general meeting fo answer any questions from
shareholders. Notice of the AGM, setting out defails of each proposed resolution, voting procedures and other relevant
information, is sent to all shareholders af least 30 days prior to the date of the meefing.

SHAREHOLDERS’ RIGHTS

Procedures for shareholders to convene extraordinary general meetings

Pursuant fo Article 64 of the Arficles, one or more shareholder(s) holding not less than 10% of the paid-up capital of the
Company carrying the right of voting at general meetings of the Company shall af all times have the right, by written
requisition to the board of directors or the company secretary of the Company, to require an extraordinary general meeting to
be called by the Board for the transaction of any business specified in such requisition (the “Requisition”).

The Requisition shall be made either in hard copy form by post to the Company's principal place of business in Hong Kong at
Room 3402, 34/F, China Resources Building, 26 Harbour Road, Wanchai for the attention of the Board of Directors/
Company Secretary or via email to wealthyway@cwl.com.

Procedures for shareholders to put through proposals at general meetings

Any shareholder who wishes to put forward proposals at a general meeting of the Company shall submit such proposals to
the Board in writing for the Board's consideration either via mail fo the Company’s principal place of business in Hong Kong
at Room 3402, 34/F, China Resources Building, 26 Harbour Road, Wanchai or via email to wealthyway@cwl.com not less
than seven days prior to the date of the general meeting.

Procedures for shareholders to put forward enquiries to the Board

To put forward any enquiries fo the Board, shareholders shall send their written enquiries to the Company. The Company will

normally not deal with verbal or anonymous enquiries.

Address:  Room 3402, 34/F, China Resources Building, 26 Harbour Road, Wanchai, for the attention of the Board of
Directors/Company Secrefary

Email: wealthyway@cwl.com

Constitutional Documents

The omended and restated memorandum and articles of association of the Company (the “Amended and Restated M&A”)
was adopted on 20 July 2017 and took effect from the Listing Date 21 July 2017. A copy of the Amended and Restated

M8A is available on both the websites of the Company at cwl.com and the Stock Exchange at www.hkexnews. hk.
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Report of the Directors

The Directors of the Company hereby presents the annual report and the audited consolidated financial statements of the

Group for the year ended 31 December 2018.

PRINCIPAL ACTIVITIES

The principal activities of the Group are provision of financial leasing, factoring, advisory services and loan facilitation
services in the People’s Republic of China ["PRC").

FINANCIAL RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2018 are set out in the consolidated sfatement of profit or loss and
other comprehensive income in this annual report. The Board of Directors will recommend a final dividend of HK$0.03 per
share (2017: Nil), payable on 28 June 2019 fo those persons registered as shareholders on 10 June 2019 for the year
ended 31 December 2018.

SUMMARY OF FINANCIAL INFORMATION

A summary of the financial results and the assets and liabilities of the Group for the last five financial years, as extracted from
the published audited consolidated financial statements, are set out on page 136. This summary does not form part of the
audited consolidated financial statements.

CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2018, our five largest customers accounted for approximately 52.8% (2017:
approximately 53.7%) of the Group's total revenue and our largest customer accounted for approximately 31.4% (2017:
approximately 43.8%) of our fofal revenue.

Due to the nature of our business, we do not have any significant contribution from major suppliers during the normal course
of our business. However, we relied substantially on interestbearing bank loans o operate our business and we have
established strong relationships with various national and local commercial banks.

For the year ended 31 December 2018, to the knowledge of the Directors, none of the Directors or their respective close

associates as defined in the Listing Rules or any of the Shareholders of the Company who own more than 5% of the
Company's issued shares has any interest in any of the Group's five largest customers or suppliers or lenders.

MAJOR SUBSIDIARIES

Particulars of major subsidiaries of the Company are set out in nofe 36 to the consolidated financial statements.
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PROPERTY, PLANT AND EQUIPMENT

Movements in equipment are sef out in note 14 fo the consolidated financial statements.

BANK BORROWINGS

Particulars of bank borrowings of the Group as at 31 December 2018 are set out in note 23 fo the consolidated financial
statfements.

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

Neither the Company, nor any of its subsidiaries has purchased, sold or redeemed any of the Company's listed securities
during the year ended 31 December 2018.

RESERVES AND DISTRIBUTABLE RESERVES

Details of movements in the reserves and distributable reserves of the Company during the year ended 31 December 2018
are set out in note 27 to the consolidated financial statements. As at 31 December 2018, details of movements in the
reserves and distributable reserves of the Group is set out in the consolidated statement of changes in equity on page 53.

SHARE CAPITAL

Defails of movements in the Company’s share capital during the year ended 31 December 2018 are sef out in nofe 26 to
the consolidated financial statements.

DIRECTORS AND SERVICE CONTRACTS

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

Executive Directors

Mr. LO Wai Ho

Ms. CHAN Shuk Kwan, Winnie
Non-Executive Director
Mr. XIE Weiquan

Independent Non-Executive Directors

Mr. HA Tak Kong
Mr. IP Chi Wai
Ms. HUNG Siu Woon, Pauline
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Pursuant fo Arficles, at each annual general meefing one-third of the Directors for the time being, shall refire from office by
rofation provided that every Director (including those appointed for a specific term) shall be subject to retirement by rotation at
least once every three years. A retiring Director shall be eligible for reelection at the 2018 AGM.

The Company has received, from each of the Independent Non-Executive Directors, a confirmation of independence pursuant
fo Rule 3.13 of the Listing Rules. The Company considers all of the Independent Non-Executive Directors are independent.

REMUNERATION OF DIRECTORS AND FIVE HIGHEST PAID INDIVIDUALS

Details of the remuneration of the Directors and five highest paid individuals for the year ended 31 December 2018 are set
out in note 10 to the consolidated financial statements.

The remuneration of the Direcfors is subject to Shareholders’ approval at general meetings. No Directors, or any of their
respective associates, was involved in deciding his/her own remuneration for the year ended 31 December 2018.

There was no arrangement under which a director waived or agreed to waive any remuneration for the year ended 31
December 2018

Emoluments paid or payable fo members of senior management who are not directors were within the following band:

2018 2017

Nil to HK$ 1,000,000 (equivalent to approximately RMB843,000) - ]
HK$1,000,001 to HK$ 1,500,000 (equivalent to approximately RMB843,000 to

RMB1,318,000) 1 —

No Director and Senior management has waived or has agreed to waive any emoluments during the year ended 31

December 2018.

SERVICE CONTRACTS WITH DIRECTORS

The Company has entered into service contracts with all Directors and Supervisors, with the maximum ferm of three years. No
service confract that cannot be ferminated by the Group within one year without paying any compensation (other than the
statutory compensation) was entered or is fo be entered info between Directors or Supervisors and members of the Group.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

During the Reporting Period, none of the Directors of the Company had any interest in any business which was in competition
or was likely to compete, directly or indirectly with the business of the Company and its subsidiaries.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at the date of this report, the interests or short positions in the Shares, underlying Shares and debentures of the Company
or associated corporations (within the meaning of Part XV of the SFO as defined below) which will be required to be nofified
to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the Securities and Futures Ordinance (the
"SFO") (including interests and short positions which he is taken or deemed to have under such provisions of the SFO) or
which will be required, pursuant to Section 352 of the SFO, to be entered info the register referred fo in that section, or which
will be required, pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers as set out in Appendix
10 to the listing Rules, to be nofified fo the Company and the Stock Exchange, in each case once the Shares are listed on
the Stock Exchange; were as follows:

Long positions in shares (“Shares”)/underlying Shares of the Company

Number of shares Percentage of the

directly and Company’s issued

Name of Director Nature of interest beneficially held share capital
Mr. Lo Wai Ho (Note 1) Inferest of controlled corporation 108,000,000 75%

Note:

(1) Mr. lo Wai Ho is the beneficial owner of 100% of the issued share capital of Wealthy Rise Investment Limited. Mr. lo Wai Ho is deemed fo be
interested in 108,000,000 shares of the Company held by Wealthy Rise Investment Limited under the SFO.

Save as disclosed above, as at the date of this report, none of the Directors and chief executives of the Company and/or
any of their respective associates had any inferest and short position in the shares, underlying shares and/or debentures of
the Company and/or any of its associated corporations (within the meaning of Part XV of the SFO) as recorded in the register
required to be kept by the Company under Section 352 of the SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to Part XV of the SFO or to the Model Code of the Listing Rules.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS IN
SHARES AND UNDERLYING SHARES

As at the date of this report, the following interests and short positions of 5% or more of the issued share capifal of the
Company were recorded in the register of inferesfs required to be kept by the Company pursuant to Section 336 of the SFO:

Long positions in shares (“Shares”)/underlying Shares of the Company

Approximate

Number of Shares/  percentage of the

Name of substantial shareholders Capacity/nature of Interest underlying Shares issued share (%)
Wealthy Rise Investment Limited Beneficial owner 108,000,000 75%
Mr. Lo Wai Ho (Note 1) Inferest in a controlled corporation 108,000,000 75%
Ms. Lin Yihong (Notfe 2) Inferest of spouse 108,000,000 75%
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Notes:

(1) Mr. lo Wai Ho is the beneficial owner of 100% of the issued share capital of Wedlthy Rise Investment Limited. Mr. lo Wai Ho is deemed fo be
interested in 108,000,000 shares of the Company held by VWealthy Rise Invesiment Limited under the SFO.

[2)  Ms. Lin Yihong is the spouse of Mr. lo Wai Ho. Under the SFO, Ms. Lin Yihong is deemed to be inferested in the same number of Shares in which Mr.
Lo Wai Ho is interested.

RELATED PARTY TRANSACTIONS

The Directors confirm that the Group's related party fransactions as set out in note 31 1o the consolidated financial statements
were confinuing connecfed transactions, which were exempt from all disclosure requirements, annual review and independent
shareholder's approval requirements under Chapter 14A of the Listing Rules.

MANAGEMENT CONTRACTS

No contracts conceming the management and administration of the whole or any substantial part of the business of the Group
were enfered into or in existence during the year ended 31 December 2018.

NON-COMPETITION UNDERTAKING

The Company'’s confrolling shareholders (each a “Covenantor” and collectively, the “Covenantors”), namely, Mr. LO Wai Ho
["Mr. Lo") and Wealthy Rise Investment Limited entered info the deed of non-competition (the “Deed of Non-Competition”) in
favour of the Company (for the Company itself and as trustee for each of the Company's subsidiaries), under which each of
the Covenantors has irrevocably and unconditionally, jointly and severally, undertakes to and covenants with the Company (for
the Company itself and as trustee for each of the Company's subsidiaries) that:

() he/it shall not, and shall procure each of his/its close associates and/or companies controlled by him/it [excluding
any member of the Group) not fo, whether on his/its own account or in conjunction with or on behalf of any person,
firm or company and whether directly or indirecily, carry on a business which is, or be interested or involved or
engaged in or acquire or hold any rights or inferest or otherwise involved in (in each case whether as an investor, o
shareholder, partner, principal, agent, director, employee, consultant or otherwise and whether for profit, reward,
inferest or otherwise) any business which competes or is likely fo compete directly or indirectly with the business currently
and from time tfo time engaged by the Group in Hong Kong, the PRC and any other counry or jurisdiction to which the
Group provides such services and/or products and/or in which any member of the Group carries on business
mentioned above from time to time (the “Restricted Business”|;
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(b) if he/it and/or any of his/its close associates and/or companies controlled by he/it excluding any member of the
Group) is offered or becomes aware of any project or new business opportunity (“New Business Opportunity”] that
relates to the Restricted Business, whether directly or — 1 — indirectly, he/it shall give the Company a first right of
refusal to parficipate or engage in such New Business Opportunity by: (i] promptly within ten (10) business days nofify
or procure the relevant close associate and/or the companies controlled by him/it to notify the Group in writing of such
New Business Opportunity and provide such information as is reasonably required by the Group in order to enable the
Group fo come to an informed assessment of such New Business Opportunity; and (i) use his/ifs best endeavours to
procure that such New Business Opportunity is offered fo the Group on ferms no less favourable than the terms on
which such opportunity is offered to him /it and,/or his/its close associates and/or companies controlled by him/it;

(c)  he/it shall provide the Group and the Directors (including the independent non-executive directors (the “INEDs")) with all
information necessary, including but not limited to monthly furnover records and any other relevant documents
considered necessary by the INEDs from time fo time, for the annual review by the INEDs with regard to compliance
and enforcement of the terms of Deed of Non-Competition;

(d) (i) he/it will not and will procure that none of his/its close associates and,/or companies controlled by him/it (excluding
any member of the Group] will solicit or entice away from any member of the Group any existing or then existing
directors, employees or customers of the Group; and |ii) he/it will not without the consent from the Company, make use
of any information perfaining fo the business of the Group which may have come fo his/its know|edge in his/its
capacity as the controlling shareholder (within the meaning of the Listing Rules) of the Company for any purposes.

The non-competition undertaking will take effect from the date on which dealings in the shares first commence on the Stock
Exchange and will cease to have any effect upon the earliest of the date on which (a) (i) such Covenantor, and his/ifs close
associates, individually or taken as a whole, cease to own, in aggregate, 30% or more of the then issued share capital of the
Company directly or indirectly or cease to be deemed as a confrolling shareholder and do not have power to control the
board of direcfors or there is af least one other independent shareholder other than the Covenantors and his/its close
associates holding more shares than the Covenantors and his/its close associates faken together; and (i) Mr. Lo ceases fo be
a direcfor; or [b) the shares cease to be listed and fraded on the Stock Exchange or other recognised stock exchange.

Each of the Covenantors has provided to the Company a writlen confirmation in respect of his/its full compliance with the
Deed of Non-Competition for the year ended 31 December 2018.

The INEDs of the Company have reviewed the written confirmation made by the Covenantors of the compliance by each of
the Covenantors with the undertakings in the Deed of Non-Competition and have confirmed that, as far as they can ascertain,
there is no breach of any of the undertakings in the Deed of Non-Competition given by the Covenantors.

As of the date of this annual report, the Company is not aware of any other matters regarding the compliance of the
undertakings in the Deed of Non-Competition and there has not been any change in the terms of the Deed of Non-
Competition since the Company's listing of ifs shares on the Stock Exchange.
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SHARE OPTION SCHEME

On 19 June, 2017, the Company conditionally approved and adopted the share option scheme [the “Share Option
Scheme”).

Purpose of the Share Option Scheme

The purpose of the Share Option Scheme is to enable the Company to grant options to the employee, advisor, consultant,
service provider, agent, customer, partner or jointventure partner of the Company or any subsidiary (including any director of
the Company or any subsidiary] who is in fulime or parttime employment with or otherwise engaged by the Company or
any subsidiary at the time when an option is granted fo such employee, adviser, consultant, service provider, agent, customer,
partner or jointventure pariner or any person who, in the absolute discretion of the Board, has contributed or may confribute
to the Group ("the Eligible Participants”) as incentive or reward for their contribution to the Group to subscribe for the Shares
thereby linking their inferest with that of the Group.

Grant and acceptance of options

Subject to the terms of the Share Option Scheme, the Direcfors may, in ifs absolute discretion make offer to any Eligible
Participant. An offer shall be made to an Eligible Participant in writing in such form as the Directors may from time to time
determine and shall remain open for acceptance by the Eligible Participant concerned for a period of 21 days from the date
upon which it is made provided that no such offer shall be open for acceptance after the 10th anniversary of the adoption
date of the Share Option Scheme or the fermination of the same.

An offer shall be deemed fo have been accepted by an Eligible Participant concemed in respect of all Shares which are
offered to such Eligible Participant when the duplicate letter comprising acceptance of the offer duly signed by the Eligible
Participant, together with a non-refundable remittance in favour of the Company of HK$1.00 by way of consideration for the
grant thereof is received by the Company within 21 days from the date of offer or within such other period of time as may be
determined by the Board pursuant fo the Listing Rules.

Any offer may be accepted or deemed to have been accepted by an Eligible Participant in respect of less than the tofal
number of Shares for which it is offered provided that it is accepted in respect of a board lot for dealing in Shares on the
Stock Exchange or an integral multiple thereof.

Subscription price of Shares

The subscription price for Shares under the Share Option Scheme shall be defermined at the discretion of the Directors but in
any event will not be less than the highest of (a] the closing price of the Shares on the Stock Exchange as stated in the daily
quotations sheet issued by the Stock Exchange on the offer date of the particular option, which must be a business day; (b}
the average closing price of the Shares as sfated in the daily quotations sheets issued by the Stock Exchange for the five
consecutive business days immediately preceding the offer date of that particular option; and [c) the nominal value of a Share
on the offer dafe of the porﬂcu\or optfion.

Maximum number of Shares

The maximum number of Shares in respect of which opfions may be granted at any time under the Share Option Scheme
together with options which may be granted under any other share option schemes for the time being of the Group shall not
in aggregafe exceed 10 per cent of the issued share capifal of the Company at the listing Date. On the basis of a total of

144,000,000 Shares in issue as at the Listing Date, the relevant limit will be 14,400,000 Shares which represent 10 per

cent of the issued Shares at the Listing Date.
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The Company may seek approval of Shareholders in general meeting to renew the 10 per cent limit provided that the total
number of Shares available for issue upon exercise of all options which may be granted under the Share Option Scheme and
any other schemes of the Group in these circumstances must not exceed 10 per cent of the issued share capital of the
Company at the date of approval of renewing such limit.

Exercise of options

An option may be exercised at any fime during the period to be determined and identified by the Board fo each grantee at
the time of making an offer for the grant of an option, but in any event no later than ten years from the date of grant.
Present status of the Share Option Scheme

The Share Option Scheme shall be valid and effective for a period of 10 years after the date of adoption of the Share Option

Scheme fo make an offer for the grant of an option to any Participant as the Board may determine.

As at 31 December 2018, 4,320,000 Shares had been granted under the Share Option Scheme during the year ended 31
December 2018. As atf the date of this annual report, 2,880,000 shares are issuable for options granted under the Share
Option Scheme, representing approximately 2% of the total number of issued shares at that date and none is lapsed under
the Share Option Scheme. The Shares which may be issued pursuant to the exercise of the opfions fo be granted under the
Share Option Scheme shall not exceed 10% of the aggregate of the Shares in issue, being 14,400,000 Shares in fofal.

Information in relation to share options disclosed in accordance with the Listing Rules was as follow:

(1) Movement of share options during the year ended 31 December 2018

Outstanding Outstanding as at

as at 1 January Lapsed/ 31 December

Name Date of Grant 2018 Granted Exercised Cancelled 2018

XIE Weiquan 4 July 2018 — 360,000 — — 360,000

Aggregate of other 4 July 2018 — 1,800,000 — — 1,800,000
Employees

Other participants 4 July 2018 — 2,160,000 — — 2,160,000

PERMITTED INDEMNITY PROVISION

A permitted indemnity provision for the benefit of the Directors and officers of the Group has been in force throughout the year
under review.

The Group has arranged for appropriate directors’ and officers’ liability insurance coverage providing indemnity against
liabiliies, including liability in respect of legal actions against the Directors and officers of the Group, thereby sustained or
incurred arising from or incidental to execution of duties of his/her offices.

ANNUAL REPORT 2018

31




Report of the Directors (Continued)

EQUITY-LINKED AGREEMENTS

No equity-linked agreements were entered info during the year ended 31 December 2018.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group persists in mainfaining good corporate govemnance and operating in compliance with the laws and infegrity
through abidance by relevant laws and regulafions, indusiry regulations and business ethics. For the year ended 31
December 2018 and up to the date of this annual report, the Company had not been and were not a party to any material
legal, arbitral or administrative proceedings, and the Company was not aware of any pending or threatened legal, arbitral
or administrative proceedings against the Company or any of the Directors which could have o material adverse effect on the
Company's operations or financial condition.

PUBLIC FLOAT

Based on the information that is publicly available to the Company and within the knowledge of the Directors, as at the date
of this annual report, the Company has maintained a sufficient public float for the issued Shares as required under the Listing
Rules.

EVENT AFTER THE REPORTING PERIOD

Except 720,000 and 720,000 share options have been exercised and issued on 8 and 27 February 2019, respectively,
there is no material subsequent event undertaken by the Company or the Group affer 31 December 2018 and up fo the date
of this annual report.

MATERIAL LEGAL PROCEEDINGS

For the year ended 31 December 2018, fo the best information, knowledge and belief of the Directors after making all
reasonable enquiries, the Company was not involved in any legal litigation or arbitration of material importance in which it
served as a defendant.

CONTINGENT LIABILITIES

As at 31 December 2018, the Group did nof have any material contingent liabilities except confingent consideration
payable in relation to acquisition of subsidiary (31 December 2017: Nil]. Defails of contingent consideration payable are set
ouf in note 21.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s articles of association, or the laws of Cayman Islands, which
would oblige the Company to offer new shares on a pro-rata basis fo existing shareholders of the Company.
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CORPORATE GOVERNANCE

The principal corporate governance practices as adopted by the Company are set out in the “Corporate Governance Report”
on pages 16 to 23 of this annual report.

AUDIT COMMITTEE

The Company established the Audit Committee in accordance with Rule 3.21 of the Listing Rules pursuant to a resolution of
our Board passed on 19 June 2017 with written terms of reference in complionce with paragraph C3 of the Corporate
Governance Code as sef out in Appendix 14 to the listing Rules (the “Corporate Governance Code”). The primary duties of
the Audit Committee are mainly fo make recommendations fo our Board on the appointment and removal of the external

auditor, review the financial statements and provide advice in respect of financial reporting and oversee the internal control
procedures and risk management of our Group.

The Audit Committee has reviewed with the management the accounting principles and practices adopted by the Group and
has discussed audifing, infernal control and financial reporting matters, which include the review of the consolidated annual
results of the Group for the year ended 31 December 2018.

AUDITOR

The financial siatements have been audited by Moore Stephens CPA Limited who has remained as the Company’s auditor for

each of the preceeding two year since the Listing Date and will retire and, being eligible, offer themselves for reappointment
at the forthcoming annual general meeting of the Company.
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ABOUT THE GROUP

Wealthy Way Group Limited (the "Company”) together with its subsidiaries (the “Group”) affirms its commitment towards the
idea of susfainability, with the publication of the Environmental, Social and Governance Report. The report has been prepared
in accordance with ESG Reporting Guide as set out in Appendix 27 to the Rules Governing the Listing Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) for disclosures.

The Environmental, Social and Governance report of the Group (the "ESG Report”] has been presented info two subject
areas: environmental and social and each subject area will have various aspects to disclose the relevant policies and the
status of compliance with relevant laws and regulations as addressed by the ESG Guide. The Board confirms the report has
been reviewed and approved fo ensure all material issues and impacts are fairly presented.

This report will present mainly policies, initiatives and performance of the Group for the year ended 31 December 2018 and
highlight material aspects identified during the period from 1 January 2018 to 31 December 2018 (the “Reporting Period”).

APPROACH AND STRATEGY

WE, Wealthy Way Group Limited, believe in delivering long ferm susfainable value creation o our shareholders. In doing
so, while we carry on our business, we make choices that bring positive impacts fo the communities. We have adopted a
sustainability policy which covers employment and labour practices, business integrity, the environment and the community.
The Company is committed to support good environmental standards and to ensure implementation of environmental friendly
measures.

On 24 December 2018, the Group has completed an acquisition of a microfinancing company primarily engaged in the
provision of financing solutions fo ifs cusfomers. The management of the Group s of the view that the money lending business
does not bring significant environmental impact to the Group, the focus of this report would be placed on the general
disclosure.

A. ENVIRONMENTAL

A.1: Environmental

The Group understands and appreciates the key aspects of the PRC government's environmental protection efforts,
such as reduction on pollutions, ufilization on resources and social education on environmental issues. The Group
has the obligation to minimise the environmental impact on daily operations and be accountable for the
consumption of resources and materials. The Company does not produce hazardous wastfes as it does not deal
with any industrial production activities. Greenhouse gases produced by energy consumption and fraffic are the
Company's major emissions. For the year ended 31 December 2018, there is no material non-compliance issue
with relevant laws and regulations related to the environment.

Air pollutants emissions

For the business operation in PRC, during the year ended 31 December 2018, 8,990 litres of petrol have been
consumed. At making refuelling decision, the Group concerns about the use of fuel has adverse effect o the
environment and so they would carpool wherever possible, use tele-conference or video conference in place of
face to face meetings. During the process of combustion of fuels, other air pollufants, such as nitrogen oxides
["NOx"), sulphur oxides ["SOx") and particulate matters ("PM”) are also produced.
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Greenhouse gas emissions
The operation of the Group does not involve in any manufacturing activities and does not have material impacts

on the environment and natural resources. Nevertheless, the Group generates greenhouse gas ["GHG”| emission
through the combustion of fuels, the use of electricity and the production of paper waste in the offices.

Electricity used on the business premises is the major confributor to greenhouse gas footprint. Apart from electricity
consumption, the use of motor vehicles for local commutation and flights for business trips also led to the indirect

emissions of greenhouse gas. The emission of carbon dioxide [CO2) has been calculated by the quantity of
energy consumed multiple by the emission factors and the emission of CO2 are used kg as unit.

Waste management
The Group's operations do not produce any hazardous waste, which includes but not limited to chemical wastes,

clinical wastes and hazardous chemicals. The non-hazardous wasfe produced was mainly paper waste.
Measures for reducing and recycling the waste were put in place.

The table below shows the emissions of air pollutants and greenhouse gases for the reporting period:

Emissions 2018 (kg) Unit
Air pollutants
Nitrogen oxides ("NO,”) 3.14 Kg
Sulphur oxides "SO,") 0.13 Kg
Particular matters (“PM") 0.23 Kg

Carbon dioxide ["CO,")

Scope 1 — Direct emissions from the direct combustion of mobile transportation 24,345.80 Kg
Scope 2 — Energy Indirect emissions from purchased electricity 61,265.95 Kg
Scope 3 — Other indirect emissions from business travel and the use of paper 12,499.71 Kg
Total CO, emissions 98,111.46 Kg
Methane ("CH.") 47.77 Kg {
Nitrous oxide ("N,O") 3,079.79 Kg
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A.2: Use of resources

Conservation of natural resources

The Group is committed to upholding high environmental sfandards in order to promote environmental friendliness.
Throughout the Group, the following actions have been taken to reduce carbon and energy footprints:

—  mainfain the indoor temperature of offices at 26 degrees Celsius;

—  minimise the use of motor vehicles during peak hours;

—  choosing environmental friendly materials and energy saving lightings and electrical appliances;

—  idle electrical appliances are switched off; and

—  regular maintenance and repair for electrical appliances to lower energy waste;

‘ —  double sided printings reuse single-sided printed papers; and

—  encourage staff to report all leaking faucets or pipes to relevant department and turn off all taps when not in
use.

During the reporting pericd, the energy consumed directly for the operation of financial leasing is as follows:

'ﬂ Use of natural resources Unit Consumption Intensity (Per staff)
¢ Unleaded petrol L 8,990 321.07
|\ Eleciricity kWh 73,585 2,628.04
| Water fon 41.50 1.48

Paper kg 199.06 7.1

A.3: Environmental and natural resources

Due fo the nature of the business, the Group does not have any direct and significant impacts on the environment
and natural resources during its operation. By faking the green inifiatives mentioned above, the Group is
committed fo mitigate the environmental impact and acfing in a manner that is both environmentally and socially
responsible.

WEALTHY WAY GROUP LIMITED

36



60
50
40
30
20
10

Environmental, Social and Governance Report (Continued)

SOCIAL

B.1: Employment

Labour practices

The Group regards employees as one of the most valuable assets of the Group and regards the personal

development of its employees as highly important. Staff is the most important asset that drive the long-ferm
development and sustainability of the Group.

As at 31 December 2018, the Group employed 89 (2017: 40) full time staff. Due fo the operation of the
Company is in PRC, 95% of staff of the Group are situated there. The Group has a diverse workforce in terms of
gender and age. As a whole, the male/female ratio is approximately 1:1.4 (2017: 1:0.91). The significant
increase of workforce was attributed fo the acquisition of the microfinancing company. The breakdown by
gender, age group and the length of service are as follows:

Staff distribution by gender Staff distribution by age group
50
40
30
20
10
0 || ||
Male Female 21-30 31-40 41-50 51-60
[ 2018 2017 [ 2018 2017

Staff distribution by service period

Jﬁ 43%
23% 23%

[ Less than 2 years 2 to 4 years Above 4 years
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B.2:

B.3:

Staff are remunerated according to the job nature, market trends and individual performance. Apart from medical
insurance and mandatory provident fund, discretionary bonuses are rewarded fo employees based on individual
performance. Appraisal and self-assessment systems have been implemented to better identify human resources
need and to support our human resources development.

Employment in P.R.C are subject fo the Labour law and the Employment Confract Llaw of the People’s Republic of
China (FZEARKFBELE)ERLEERE) . Employment in Hong Kong is subject fo the Employment
Ordinance, the Minimum Wage Ordinance and the Employees” Compensation Ordinance. During the year, the
Group has no recorded non-compliance with the above law and regulations.

Equal Opportunities

Being an equal opportunities employer, the Group is committed to creating a working environment with fairness,
openness and mutual frust. The Group opposes to any consideration which involves discrimination not related fo
work and prohibits all forms of workplace discrimination, employee of the same position is remunerated on an
equal basis no matter of what gender they are, thus the rights of female employees are well-protected.

The Group adopts equal employment opportunity policies and treats all the employees equally. Employment,
remuneration and promotion are not under the influence of social idenfiﬂes, such as ethnidf\/, race, notionohf\/,
gender, religion, age, sexual orientation, political faction and marital status.

Health and Safety

The Group aims to provide a safe and healthy working environment to the employees and promotes the ideal of
"Work happily, Llive healthily”. The Group organises recreational activities, such as badminfon races and
basketball match, for employees regularly. Holding recreational activity not only able fo build up the sense of
belonging and team spirits among employees, but also promote the message of the importance of workdlife
balance to all staff. The group also provide free body check up fo all staff before admission and annually.

During the reporting period, there were no cases of non-compliance with the laws and regulations in respect of
the provision of a safe working environment and the protection of employees from occupational hazards. During
the year 2018, no cases of injury have been reported within the Group.

Development and training

The Group encourages employees fo participate in onthe job fraining and continuing education fo create
opportunity for career development. On-the-job training is tailored to equip our workplace with the necessary
knowledge and skills relevant to work. The Group also invites scholars and experts fo introduce the management
skills and latest industry information to employees from time fo time.

Other than providing diversified onthe-job training to employees and ensure employees able to meet the
changing demands in the Group and the market. By providing continuous fraining, employees gain satisfaction
and enjoyment from fulfilling their roles and boost morale. To promote confinuous and life-long learning, the
Group joined an annual program from an external training organisation in 2018. Staff can enrol to the courses
held by the organisation for unlimited times.
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To ensure every employee in different sectors of the Group receive sufficient training, fraining had been divided
into 4 main streams:

®  risk management;

sales and marketing;
*  customer due diligence; and
o assets management.

Training details of staff in operation of financial leasing for the year ended 31 December 2018:

Male Female
No. of training hours 184 208
No. of staff attended training 6 10
Percentage of staff attended training 54.5% 58.8%

Labour Standard

The operation team of the Group require sophisticated training in the field of Finance or extensive exposure to the
finance business. Hence the Group does not rely on labour or involve in any labourintensive work. As such, it is
almost certain that the Group would not be involved in child or forced labour. Further, the employment policies of
the Group focus on the capabilities of the individual regards of personal traits such as gender or ethnic groups.

The Group has strictly complied with Labour Contract Llaw of the People’s Republic of China (% A R F1EI 44
#EREVE) . According fo the Employment Ordinance Chapter 57 of the Laws of Hong Kong and the Provisions
on the Prohibition of Using Child labour and the law of the People’s Republic of China on the Protection of
Minors FrEE A RFAMBIZE IHE A E THRE RRERKFEAEY and as stipulated by the Labour law of the
People’s Republic of China {ZEARKEMEIZEE) in terms of employment management, there is neither
child nor forced labour in the Group's operation.

Group dlso has policies to protect staff's labour rights with a complaint system for staffs fo report their concerns
and any violations of labour rights. Undoubtedly, af the year ended 31 December 2018, the Group is prohibited
to employ any staffs who has under the legal working age for protecting the young people at work.

Supply Chain Management

The Group's business nature is service oriented. The main suppliers are only involved in third-party services
providers in PRC, such as property management services, information technology services, legal and consulting
services and office equipment and printing suppliers.

The Group expects all their suppliers to embrace corporate social responsible value since the supply chain
management is an essential part of the corporate social responsibility. As majority of their suppliers are
esfablished banks and financial insfitutes the Group could assess their corporate social responsibilities without
much difficulties. The Group would evaluate the performance of these institutes on whether the quality of raw
materials have met the Group's requirement as well as the timing of the delivery.
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B.6:

B.7:

In choosing new supplier, the Group has a preference on selecting recycled and environmentally friendly products
in order to minimize the environmental impacts. To provide a fair overview of supplier selection, the Group opt to
select more than one supplier for comparison purpose during the primary engagement process.

Product Responsibility

Consumer data protection and privacy policies

Being a provider of financial leasing, the Group has access fo significant financial information of the lessee and
personal data of its management, therefore, ensuring the privacy of customer information is one the issues the
Group cares the most.

The Group has formulated a set of privacy principal in collection, retention, use, security, openness and
accessibility of information to ensure all lessees’ information received is only for ifs infended purpose and fo
prevent information leakage, such as:

° Access control to all information of lessees:

®  Requiring employees not fo refain and disclose any confidential information about the Group’s business and
other sensifive confidential data to any third party; and

®  Requiring employees not to obtain any unnecessary information from the lessees and its associated parties.

Anti-Corruption

Anti-corruption

The Group is aware that any events of corruption will bring irreparable damage to the Group, therefore the
Group upholds a high standard of business integrity throughout its operations. A system with good moral integrity
and anti-corruption mechanism is seen to be the comerstone of the sustainable and healthy development of the

Group.

With compliance with relevant laws and regulafions of Criminal law of the People’s Republic of China {HZEA
RAFEIFLEY and the Anti-Unfair Competition Law of the People’s Republic of China {## AR FFIE A E
B 5%) , the Group has established o comprehensive mechanism in reporting and investigation procedures of
related issues. The Group would terminate the employment contract with immediate effect with employees who
accept any benefits from customers and suppliers. Employees are asked to nofify their respective division head for
any suspicious fransactions. If any employee is found to be in violation of corruption affer investigation, the Group
will penalise the employee involved, including the termination of labour contracts with immediate effect. During
the year 2018, no cases associated with corruption have been reported and discovered.
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B.8:

Environmental, Social and Governance Report (Continued)

Money laundering

The Group strictly implements a series of policies and procedures to prevent and defect money laundering and

terrorist financing. Following measures have been taken to prevent and detect money laundering and terrorist
financing:

®  carries out know-your client procedures by verifying customers’ identity with reference fo reliable and
independent source of documents;

o reports any suspicious transactions to the relevant government department;

° maintain all essential information of customers with Personal Data (Privacy] Ordinance;

®  repayments are only made by cheque, bank transfer with customers’ bank accounts, and
®  provide professional training relating to current legislation and practices to employees.

Community investment

The Group recognised the importance of corporate social responsibility and encourages employees to contribute
to the community. The Group would from fime to time make other charitable donations as deemed necessary. In
the future, the Group will seek opportunities to contribute to the community.
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Independent Auditor’s Report

MOORE STEPHENS

Moore Stephens CPA Limited ? K
801-806 Silvercord, Tower 1, Eﬂi
30 Canton Road, Tsimshatsui, S %
Kowloon, Hong Kong % 3
B
To the Shareholders of T +852 2375 3180 H Wi
Wealthy Way Group Limited F +852 2375 3828 EE v
(Incorporated in the Cayman Islands with limited liability) www.moorestephens.com.hk &

We have audited the consolidated financial statements of Wealthy Way Group Limited (the “Company”] and its subsidiaries
(collectively referred to as the “Group”) set out on pages 50 to 135, which comprise the consolidated statement of financial
position as at 31 December 2018, and the consolidated statement of comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position of the
Group as at 31 December 2018, and of its consolidated financial performance and ifs 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.

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”] together with the ethical requirements that are relevant to our audit of the
consolidated financial statements in the Cayman Islands, 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 as at and for the year ended 31 December 2018. 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.

Independent Auditor’s Report (Continued)

Expected credit losses (“ECLs”) on loan and account receivables (Refer to Notes 4, 5 and 16 to the consolidated

financial statements)

As at 31 December 2018, the gross loan and account

receivables and its related ECLs allowance amounted to
approximately RMB1,561,992 000 (2017:
RMB1,147,340,000) and RMB85,652,000 (2017: Nlil)

respectively.

At each reporting date, the Group assesses whether there
has been a significant increase in credit risk for exposures
since inifial recognition by comparing the risk of default
occurring over the expected life between the reporting
date and the dafe of initial recognition. The Group
determines the ECls to be recognised in the consolidated
financial statements taking info consideration various
factors, including the value of any underlying collaterals
and/or credit enhancements, deposits received,
repayment history, current creditworthiness and significant
changes in credit quality of the borrowers as well as
subsequent sefflements and other relevant information. The
Group considered reasonable and supportable information
that is relevant and available without undue cost or effort
for this purpose. Such exposures are assessed individually
or collectively by taking into account the quantitative and
qualitative information and also, forward-looking analysis.

Our key procedures to address the matter included:

We obtained an understanding of the Group's
credit risk management and pracfices and assessed
the Group's ECLs impairment policy in accordance
with the requirement of HKFRS 9 including an

evaluation of management judgement on:

[i)  the level of disaggregation of portfolios for
ECLs assessment:

[i)  the use of reasonable and supportable credit
risk information that is available without undue
cost or effort; and

[ii) the staging criteria of determining if a
significant increase in credit risk has occurred.

We tested the basis for classification of exposures
info the 3 sfages. The festing included the checking
to loan overdue information, loan-to-value
percentage or other related information, and
considering the stage classification defermined by

the Group.

We assessed the confrols over the origination,
ongoing internal credit quality assessments,
recording and monitoring of loan receivables.
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Independent Auditor’s Report (Continued)

Expected credit losses (“ECLs”) on loan and account receivables (Refer to Notes 4, 5 and 16 to the consolidated
financial statements) (Continued)

We have identified the management's ECLs assessments ~ Our key procedures to address the matter included
of the recoverability of its loan and account receivables as (Continued):
a key audit matter because the carrying amount of the

loan and account receivables as at 31 December 2018  —  We assessed the application of ECls methodology
was significant and the ECls assessment of these balance and checked the assumptions and parameters to
required significant management judgement and involved external data sources where available.

high level of uncertainty.

—  We assessed the ECLs allowance made by the
Croup by examining the loan credit files and
underlying documentation, deposits received and
other evidence supporting the repayment records,
the value of collateral and/or credit enhancement,
information regarding the current creditworthiness
and any significant changes in credit quality of the
borrowers, evidence of subsequent sefflement and
other relevant information and other sources of cash
flows, and developed a reasonable range of
expected cash shortfall for comparison with the
Group's assessment.

—  We assessed the effectiveness and marketability of

collaterals, including considering independent legal
l opinion obtained by the Company, fair values of
\\ collaterals and timing required for converting
i collaterals into cash in the case of default.

I —  We assessed the reasonableness and relevancy of

I the external information used by the Group as the

I forward looking information including economic

data and forecasts published by government bodies

\‘ and monetary authorifies, such as GDP growth rates,
unemployment rates, efc.
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Independent Auditor’s Report (Continued)

Purchase price allocation (“PPA”) on acquisition of a subsidiary and subsequent measurement of contingent
consideration on the acquisition (Refer to Notes 21 and 30 to consolidated financial statements)

During the year, the Group has acquired an aggregate of
55% equity inferest in Shenzhen Haosen Credit Joint Stock
(Limited) Company ("Shenzhen Haosen”) for an aggregate
consideration of approximately RMB 190,640,000 from a
relafed party, who is the sibling of the confrolling
shareholder of the Company.

The excess amounts of net fair value of identifiable assets
acquired and liabilities assumed on the date of acquisition
over the consideration paid of approximately
RMB21,341,000 was recognised as gain on acquisition
and recognised in the Group's consolidated statement of
changes in equity.

In the purchase price allocation in arriving af the gain on
acquisition, the management has:

[a) reassessed the identification of the assets acquired
and the liabilities assumed, as well as recognised
any additional assefs and liabilities that are
identified on the date of acquisition;

(b)  engaged an independent valuer to estimate the fair
value of the identifiable assefs acquired and
liabilities assumed; and

[c)  performed the purchase price allocation of the fotal
cost against the Group's share of the net fair value
of the acquired assets and liabilifies.

Our key procedures to address the matter included :

—  We discussed with the management and checked
the related acquisition agreements to understand the
background and other related important information
related fo the acquisition.

—  We oblained the valuation reports as prepared by
the independent valuer for the assets acquired and
liabilities assumed, consideration at the acquisition
dafe and contingent consideration at the reporting
date.

—  We assessed the independence, competence,

capabilities and relevant experiences of the
independent valuer in conducting valuation of
business value of companies with similar industry.

We performed the following procedures with our
internal valuation specialists:

[)  We discussed the rafionale and process of
identification of any additional assets and
liabilities  with the management and the
independent valuer;
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Independent Auditor’s Report (Continued)

Purchase price allocation (“PPA”) on acquisition of a subsidiary and subsequent measurement of contingent
consideration on the acquisition (Refer to Notes 21 and 30 to consolidated financial statements) (Continued)

As af 31 December 2018, the Group has recognised the ~ Our key procedures to address the matter included
contingent consideration payable amounting to  (Continued):

approximately RMB35,784,000. The fair value

measurement of the contingent consideration payable —  We performed the following procedures with our
involves the estimates of future profits of Shenzhen Haosen infernal valuation specialists (Continued):

and other assumptions and key inputs.

lij  We assessed the reasonableness of the

Significant management judgement and high level of valuation methodologies and assumptions
esfimation uncertainty were involved in the assessment of used in defermining the fair value of the
fair value of identifiable nef assets of the acquired identifiable assefs acquired and liabilities
subsidiary as well as the contingent consideration assumed and comparing source and market
payable. dota used in the underlying assumptions for

valuation of the assets acquired with reference
fo comparable companies or fransactions;

[ii} In respect of the assumptions used in the
valuation of contingent consideration, we
discussed with the management of the
Company and the independent valuer about
the assumptions such as growth rate used in
the profit projection based on our knowledge
of the business and industry, and to challenge

l the reasonableness of the key inputs including

I assessing the reasonableness of the discount

I rate based on relevant market data of

comparable companies where appropriate;

I and

\ liv)  We checked the accuracy and relevance of
the input data and mathematical accuracy of
the valuation calculation and the underlying
data used in the calculation.
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Independent Auditor’s Report (Continued)

OTHER INFORMATION

The directors of the Company are responsible for the other information. The other information comprises all the information

included in the annual report for the year ended 31 December 2018 other than the consolidated financial statements and our
auditor's report thereon (the “"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 the Other Information, we are required to report that fact. We have
nothing fo report in this regard.

RESPONSIBILITIES OF THE DIRECTORS OF THE COMPANY AND
THE AUDIT COMMITTEE FOR THE CONSOLIDATED FINANCIAL STATEMENTS

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

In preparing the consolidated financial statements, the directors of the Company are responsible for assessing the Group's
ability fo confinue as a going concem, disclosing, as applicable, matters related to going concern and using the going

concern basis of accounting unless the directors of the Company either intend to liquidate the Group or to cease operations,
or have no realistic alternative but to do so.

The audit commitiee assists the directors of the Company in discharging their responsibilities for overseeing the Group's
financial reporting process.

AUDITOR’S RESPONSIBILITY 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 fo issue an auditor's report that includes our opinion solely to
you, as a body, in accordance with our agreed terms of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability fo 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 defect a material missiatement when it exisfs. Misstatements can arise from fraud or error and are considered

material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these consolidated financial statements.
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Independent Auditor’s Report (Continued)

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

Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error; design and perform audit procedures responsive fo those risks; and, obtain audit evidence that is sufficient and
appropriate fo 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, intenfional omissions, misrepresentations,
or the override of internal control.

Obtain an understanding of infernal control relevant to the audit in order to design audit procedures that are

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group's
internal control.

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

Conclude on the appropriateness of the directors’ use of the going concemn 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 exisfs, we are
required fo draw attention in our auditor’s report fo the related disclosures in the consolidated financial statements or, if
such disclosures are inadequate, to modify our opinion. Qur 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 fo 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 o
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. VWe are responsible for the direction,
supervision and performance of the Group audit. We remain solely responsible for our audit opinion.

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

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

From the matters communicated with the audit committee, we determine those matters that were of most significance in the
audit of the consolidated financial statements of the current period and are therefore the key audit matters. We describe these
matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or when, in extremely rare

circumsfances, 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 inferest benefits of such communication.

Moore Stephens CPA Limited
Certified Public Accountants

Hung, Wan Fong Joanne

Practising Certificate Number: PO5419

Hong Kong, 26 March 2019

ANNUAL REPORT 2018

49



Consolidated Statement of
Comprehensive Income

For the year ended 31 December 2018

2018 2017
Notes RMB’000 RMB'000
Revenue 7 83,046 Q6,587
Other income 7 7,229 1,673
Employee benefit expenses 9 (11,686) (7,384
Depreciation 14 (501) (4906)
Operating lease expense (1,561) (913)
Other operating expenses (7,907) (5,976)
Allowance for ECLs 16 (1,884) —
Listing expense - (8,999
Finance cost 8 (33,177) (34,758
Profit before income tax Q 33,559 39,734
Income tax expense 11 (10,553) (13,3406)
Profit for the year 23,006 26,388
Profit for the year attributable to:
Equity holders of the Company 23,641 26,388
Non-controlling inferests (635) —
23,006 26,388
Other comprehensive income/(expense)
llem that may be reclassified subsequently to profit or loss:

Exchange differences arising on franslating foreign operation 1,486 (3,722
Total comprehensive income for the year 24,492 22,666
Total comprehensive income for the year atiributable to:

Equity holders of the Company 25,127 22,266
Non-controlling interests 36(b) (635) —
24,492 22,266

Earnings per share attributable to equity holders of the Company 13
Basic eamings per share 16.42 cents 21.25 cents
Diluted eamings per share 16.41 cents 21.25 cents
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Consolidated Statement of
Financial Position

As at 31 December 2018

2018 2017
Notes RMB’000 RMB’000
ASSETS AND LIABILITIES
Non-current assets
Property, plant and equipment 14 3,359 1,579
loan and account receivables 16 472,140 699,464
Deferred tax assefs 25 21,406 —
|
496,905 701,043 |
|
Current assets ‘\
Loan and account receivables 16 1,004,200 447,876 tt\
Prepayments, deposits and other receivables 15 2,353 2,703 m\
Amounts due from related parties 17 290 — i
Tax recoverable 410 - i
Cash and cash equivalents 18 61,201 55,973 ‘w\\\\
i
1,068,454 506,552 il
|
Il
Current liabilities |
Deposits from financial leasing customers 19 5,880 200 ‘
Accruals and other payables 20 17,208 2,872 |
Amounts due to related parties 17 845 1,646
Amount due to ultimate holding company 17 - 4,327
Dividend payable to non-controlling interests 36(b) 13,768 —
Confingent consideration payable 21 19,600 —
Deferred income 22 - 684
Bank and other borrowings 23 302,595 117,569
Tax payable 5,821 8,302
365,717 135,600
Net current assets 702,737 370,952
Total assets less current liabilities 1,199,642 1,071,995
Non-current liabilities
Deposits from financial leasing customers 19 25,543 34,380
Bank and other borrowings 23 405,620 551,114
Contingent consideration payable 21 16,184 —
Promissory note 24 75,846 —
523,193 585,494
Net assets 676,449 486,501
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Consolidated Statement of Financial Position (Continued)
As at 31 December 2018

2018 2017
Notes RMB’000 RMB’000
EQUITY
Share capital 26 1,248 1,248
Reserves 27 502,397 485,253
Total equity atiributable to equity holders of the Company 503,645 486,501
Non-controlling interests 36(b) 172,804 —
Total equity 676,449 486,501
The consolidated financial statements on pages 50 to 135 were approved and authorised for issue by the Board of Directors
on 26 March 2019 and were signed on its behalf by

"‘ Lo Wai Ho Xie Weiquan
”:‘ Executive Director Non-executive Director
M
I
I
M
I
:
I
\ |
|
|
|
|
|
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Consolidated Statement of
Changes in Equity

For the year ended 31 December 2018

Share-
Proposed based Statutory Non-
Share final Share  payment Exchange Other  surplus Retained controlling Total
capital ~ dividend* premium* reserve’  reserve’  reserve’  reserve’  profit’  Total inferests  equity
RMB'000  RMB'O0O0  RMB'O00  RMB'O0O  RMB'000  RMB'OOO  RMB'O00 RMB'0O00 RMB'O0OO  RMB'000  RMB'000
[Note 26 [Note 12) [Note 271i)) (Note 27lii)) (Note 27(iii) (Note 27liv)) (Note 27(v]) (Note 36(b))
At 1 January 2017 —* - - - (494) 218,400 9,209 71,749 298,864 — 298,864
Comprehensive income:
Profit for the year - - - - - - — 26,388 26,388 — 26,388
Other comprehensive expense:
Exchange differences arising on
franslating foreign operafions - - - - (3,722) - - - (3,722 - (3,722
Total comprehensive income for
the year - - - - 3722 - — 26,388 22,606 - 22,666
Transactions with equity holders of
the Company:
Issue of shares upon share offer
[Note 26(c]) 312 — 173,142 - - - - — 173454 — 173,454
Capitalisation issue of shares
(Note 26(d)) 936 - (936) - - - - - - - -
Expenses incurred in connection
with issue of new shares - - 8,483 - - - - — (8,483 - (8,483
1,248 - 163,723 - - - - — 164,971 — 164,971
Transferred o statutory surplus reserve - - - - - - 3,955 (3,955 - - -
At 31 December 2017 1,248 - 163,723 - (4,216] 218,400 13,164 94,182 486,501 — 486,501
Adoption of HKFRS 9 (Note 3) - - - - - - - (33,404) (33,404) - (33,404)
Adjusted balance as ot
1 January 2018 1,248 - 163723 - (4,216) 218,400 13,164 60,778 453,097 - 453,097
Comprehensive income:
Profit for the year - - - - - - - 23,641 23,641 (635) 23,006
Other comprehensive income:
Exchange differences arising on
franslating foreign operations - - - - 1,486 - - - 1486 - 1,486
Total comprehensive income
for the year - - - - 1,486 - - 23,641 25127 (635) 24,492
Transactions with equity holders of
the Company:
Equity seffled sharebased
Transactions (Note 34) - - - 4,080 - - - - 4,080 - 4,080
Avising from ocquisition of
a subsidiary [Note 30) - - - - - 21,341 - - 21,341 173,439 194,780
- - - 4,080 - 21,34 - - 25421 173,439 198,860
Proposed final dividend (Note 12) - 3,795 (3,795) - - - - - - - -
Transferred o statutory surplus reserve - - - - - - 3,602 (3,602 - - -
At 31 December 2018 1,248 3795 159,928 4,080 (2,730) 239,741 16,766 80,817 503,645 172,804 676,449

Amount less than RMB 1,000

These reserves accounts comprise the consolidated reserves of approximately RMB502,397,000 (2017: RMB485,253,000) in the consolidated

statement of financial position.
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Consolidated Statement of
Cash Flows

For the year ended 31 December 2018

| Income fax paid

2018 2017
Notes RMB’000 RMB'000
Cash flows from operating activities
Profit before income tax 33,559 39,734
Adjustments for:
Bank interest income 7 (238) (1,3406)
Interest expense 8 33,177 34,758
Depreciation 14 501 496
Allowance for ECls 16 1,884 —
Equity-sefiled share-based payments 34 4,080 —
Dividend income 7 (1,206) —
Cain on disposal of property, plant and equipment 7 (126) —
Operating profit before working capital changes 71,631 73,642
Decrease/increase) in loan and account receivables 172,225 (562,836
Decrease/(increase] in prepayments, deposits and other receivables 1,154 (89)
Increase in accruals and other payables 2,389 251
Decrease in deferred income (684) (1,402)
(Decrease)/increase in deposits from financial leasing customers (3,157) 19,435
| Cash generated from/(used in) operations 243,558 (470,999
(13,498) (14,337)
il Net cash generated from/(used in) operating activities 230,060 (485,336
il Cash flows from investing activities
il Interest received from bank deposits 7 238 1,346
Purchase of property, plant and equipment 14 (778) (839)
i Advance fo a related party (39) —
W:‘ Proceeds from disposal of property, plant and equipment 126 —
| Acquisition of subsidiary [nef of cash and cash equivalents acquired) 30 (74,595) —
Net cash (used in)/generated from investing activities (75,048) 507
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Consolidated Statement of Cash Flows (Continued)
For the year ended 31 December 2018

2018 2017
Notes RMB’000 RMB’'000
Cash flows from financing activities
Inferest paid on bank loans 8 (33,177) (34,758)
Proceeds from bank loans 8,300 450,000
Repayment of bank loans (119,097) (140,753)
Repayment fo related parties (1,639) (2,070)
Repayment fo ultimate holding company (4,327) —
Payment of listing expense - (8,483)
Proceeds from issuance of shares upon share offer - 173,454
Net cash (used in)/generated from financing activities (149,940) 437,390
Net increase/(decrease) in cash and cash equivalents 5,072 (47,439
Cash and cash equivalents at beginning of the year 55,973 107,365
Effect of foreign exchange rate changes 156 (3,953
Cash and cash equivalents at end of the year 61,201 55,973
Analysis of cash and cash equivalents
Bank balances and cash in hand 61,201 55,973
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Notes to the Consolidated
Financial Statements

For the year ended 31 December 2018

CORPORATE INFORMATION

Wealthy Way Group Limited (the “Company”] was incorporated as an exempted company with limited liability in the
Cayman Islands on 10 December 2015 and its shares have been listed on the Main Board of The Stock Exchange of
Hong Kong limited (the “Exchange”) (the “listing”) by way of placing and public offer of shares (the “Share Offer”) on
21 July 2017 The registered office of the Company is P.O. Box 1350, Clifton House, 75 Fort Street, Grand Cayman

KY1-1108, Cayman Islands. The Company’s principal place of business is at Room 02, 34/F, China Resources
Building, 26 Harbour Road, VWanchai, Hong Kong.

The Company is an investment holding company. The principal activities of the Group are provision of financial
leasing, factoring and financial advisory services, small loans and related loan facilitation services in the PRC. In the
opinion of the directors of the Company, the ultimate holding company of the Group is Wealthy Rise Investment Limited

[“Wealthy Rise”), a company incorporated in the Brifish Virgin Island (“BVI") which is wholly owned by Mr. Lo Wai Ho
("Mr. Lo").

BASIS OF PREPARATION AND PRESENTATION

The consolidated financial statements have been prepared in occordance with Hong Kong Financial Reporting
Standards ("HKFRSs"), which collective term includes all applicable individual HKFRSs, Hong Kong Accounting
Standards ("HKASs") and interpretation issued by the Hong Kong Insfitute of Certified Public Accountants ("HKICPA”).
The consolidated financial statements also comply with applicable disclosure requirements of the Hong Kong
Compoanies Ordinance and the Rules Governing the Listing of Securities on the Exchange (“Main Board Listing Rules”).

The consolidated financial statements have been prepared on historical cost basis except for certain financial instruments

that are measured at fair value at the end of reporting period. The consolidated financial statements are presented in
Renminbi ["RMB”). All values are rounded to the nearest thousand except when otherwise indicated.

The consolidated financial statements have been prepared on a basis consistent with the accounting policies adopted
in the consolidated financial statements for the year ended 31 December 2017 except for the adoption of certain new
and revised HKFRSs that are relevant to the Group and effective from the current period as set out below.

It should be noted that accounting estimates and assumptions have been used in preparation of the consolidated
financial statfements. Although these estimates are based on management's best knowledge and judgement of current
events and actions, actual results may ultimately differ from those estimates. The areas involving a higher degree of
judgement or complexity, or areas where assumptions and estimates are significant to the consolidated financial
statements are set out in Note 5 “Significant accounting judgements and estimates”.
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Notes to the Consolidated Financial Statements (Continued)
For the year ended 31 December 2018

3. ADOPTION OF NEW AND REVISED HKFRSs

In the current year, the Group has applied for the first time the following new and amendments to HKFRSs issued by the
HKICPA, which are relevant and mandatorily effective for the Group's consolidated financial statements for the
accounting period beginning on 1 January 2018:

HKFRS @

HKFRS 15

HK (IFRICHnterprefation 22
Amendments to HKFRS 2

Financial Instruments

Revenue from Confracts with Customers and the related amendments
Foreign Currency Transactions and Advance Consideration
Classification and Measurement of Share-Based Payment Transactions
Amendments fo HKFRS 4 Applying HKFRSQ Financial Instruments with HKFRS 4 Insurance |

HKASs 28 As part of the Annual Improvements to HKFRS 2014-2016 Cycle i
Amendments to HKAS 40 Transfers fo Investment Property ‘::\

The new and amendments to HKFRSs have been applied in accordance with the relevant transition provisions in the

respective standards and amendments which results in changes in accounting policies, amounts reported and/or il
disclosures as described below.

HKFRS 9 Financial Instruments |

HKFRS @ and the amendments to HKFRS @ have replaced HKAS 39 Financial instruments: recognition and
measurement. HKFRS 9@ sefs out the requirements for recognising and measuring financial assets, financial liabilities and

some contracts to buy or sell nonfinancial items (for example, contract assets, lease receivables and financial guarantee
confracts).

In accordance with the specific transitional provisions set out in HKFRS @, the Group has applied the classification and
measurement requirements (including requirements relating to impairment under expected credit loss ["ECL") model) to
items that existed as of the date of initial adoption (i.e. 1 January 2018] on a refrospective basis based on the facts
and circumstances that existed as at 1 January 2018. However, the Group has decided not fo restate the comparative
figures. Accordingly, the comparative information confinues to be presenfed based on the requirements of HKAS 39

and hence may not be comparable with the current year information. The cumulative effect of initial adoption of HKFRS
9 has been recognised as adjustments to the opening equity.

(a) Classification and measurement of financial instruments
In general, HKFRS 9 categorises financial assets info the following three classification categories:

—  measured at amortised cost;
—  at fair value through other comprehensive income [“FVTOCI");

—  af fair value through profit or loss (“FVTPL").
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Notes to the Consolidated Financial Statements (Continued)
For the year ended 31 December 2018

3. ADOPTION OF NEW AND REVISED HKFRSs (Continued)

HKFRS 9 Financial Instruments (Continued)

(a) Classification and measurement of financial instruments (Continued)
These classification categories are different from those set out in HKAS 39 which included held-fo-maturity
investments, loans and receivables, availableforsale 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 flows represent “solely payments of principal and inferest” on the principal
amount oufstanding.

The assessment of the Group's business model was made as of the date of initial adoption (i.e. 1 January 2018},
and then applied retrospectively to those financial assets that were not derecognised before 1 January 2018. The
assessment of whether the contractual cash flows on debt instruments are solely comprised of principal and
interest was made based on the facts and circumstances as at the initial recognition of the assets.

The following table shows a reconciliation from how the Group's financial assefs existed as of 1 January 2018
were classified and measured under HKAS 39 to how they are classified and measured under HKFRS 9:

New Carrying
old classification Carrying amount
classification under  under amount under under
HKAS 39 HKFRS 9 HKAS 39 Reclassification Remeasurement HKFRS 9

RMB'000 RMB'000 RMB'000 RMB'000
(Note {i))
1\ loan and account Loan and receivables  Amortised cost 1,147,340 — (44,539) 1,102,801
I receivables
\\\\h Deposits and other Loan and receivables  Amortised cost 435 — — 435
I receivables
\\::\ Cash and cash loan and receivables  Amortised cost 55,973 — — 55,973
i equivalents

“ Note (i): The amount represents additional impairment losses based on the ECL model under HKFRS 9.

The accounting for the Group's financial liabilities remains largely the same as it was under HKAS 39. Similar to
the requirements of HKAS 39, HKFRS @ requires contingent consideration liabilities to be freafed as financial
instruments measured at fair value, with the changes in fair value recognised in profit or loss.
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Notes to the Consolidated Financial Statements (Continued)
For the year ended 31 December 2018

3. ADOPTION OF NEW AND REVISED HKFRSs (Continued)

HKFRS 9 Financial Instruments (Continued)
(b) Impairment under ECL model

HKFRS @ has infroduced the ECL model to replace the “incurred loss” model under HKAS 39. The ECL requires

an ongoing measurement of credit risk associated with a financial asset. The Group has applied the ECL to the
following types of financial assefs:

financial assefs that are subsequently measured af amortised cost (including loan and account receivables,
deposits and other receivables and cash and cash equivalents); and

contract assets as defined in HKFRS 15, if any.

The Group has applied the simplified approach to measure lifetime ECL for cerfain of its loan and account
receivables (loan receivables of direct lease under HKAS 17 and account receivables). Loss allowance for other

financial assets at amortised cost is measured on 12-month ECL (“12-m ECL") basis unless there had been
significant increase in credit risk since initial recognition.

In assessing whether the credit risk of financial assets has increased significantly since initial recognition the
Group compares the risk of default occurring on the financial asset as at the reporting date with the risk of default
occurring on the financial asset as at the date of initial recognition. The Group considers both quantitative and
qualitative information that is reasonable and supportable, including historical experience and forward looking

information. And in all cases, the Group considers that there has been a significant increase in credit risk when
the contractual payments are more than 30 days past due.

The Group considers a financial asset in default (i.e. creditimpaired for ECL calculation) in all cases when
contractual payments are Q0 days past due. However, in cerfain cases, the Group may also consider a financial
asset o be in default when internal or extemnal information indicates that the Group is unlikely o receive the
outstanding contractual amounts in full before faking info account any credit enhancements held by the Group. A
financial asset is writilen off when there is no reasonable expectation of recovering the contractual cash flows.

The following table is a reconciliation that shows how the closing loss allowance as at 31 December 2017

defermined in accordance with HKAS 39 can be reconciled to the opening loss allowance as at 1 January
2018 determined in accordance with HKFRS 9:

RMB'000
loss allowance recognised as at 31 December 2017 under HKAS 39 —
Additional loss allowance as a result of the adoption of the ECL model

under HKFRS @
— loan and account receivables (44,539)
Loss allowance recognised as at 1 January 2018 under HKFRS @ (44,539)
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Notes to the Consolidated Financial Statements (Continued)
For the year ended 31 December 2018

3. ADOPTION OF NEW AND REVISED HKFRSs (Continued)

HKFRS 9 Financial Instruments (Continued)

(c) Effect on the Group's retained profits as of 1 January 2018

The following table shows the impact of the adoption of HKFRS @ on the Group's retained profits as of 1 January
2018:

Decrease in the

Group’s
retained profits
RMB’'000
Recognition of additional ECLs relating fo:

— loan and account receivables (Note 16) (44,539)
Total addifional expected credit loss recognised (44,539)
Income tax effect — deferred tax assets (Note 25) 11,135

(33,404

Accounting policies resulting from adoption of HKFRS @ are disclosed in Note 4.6 to the consolidated financial
| statements.

I HKFRS 15 Revenue from Contracts with Customers

I HKFRS 15 has replaced HKAS 11 Construction contracts, HKAS 18 Revenue and other revenueelated interpretations.
Under HKAS 11 and HKAS 18, revenue arising from consfruction contracts and provision of services was recognised

\\::\ over time whereas revenue from sale of goods was generally recognised at a point in fime when the risks and rewards

i of ownership of the goods had passed to the customers. Under HKFRS 15, revenue is recognised when the customer

I obtains control of the promised good or service in the contract. This may be at a single point in time or over time.

\ P 9 Y glep

HKFRS 15 has infroduced additional qualitative and quantitative disclosure requirements which aim fo enable users of

the consolidated financial stafements to understand the nature, amount, fiming and uncertainty of revenue and cash
flows arising from contracts with customers.

Based on the specific transitional provisions set out in HKFRS 15, the Group had decided fo use the cumulative effect
fransition method and had recognised the cumulative effect of inifial adoption of HKFRS 15 as an adjustment fo the
opening balance of equity as af the date of inifial adoption (i.e. 1 January 2018). Accordingly, comparative
information has not been restated and continues fo be presented under HKAS 11 and HKAS 18. Also, the Group has
applied the HKFRS 15 requirements only fo contracts that were not completed before 1 January 2018.
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Notes to the Consolidated Financial Statements (Continued)

For the year ended 31 December 2018

3. ADOPTION OF NEW AND REVISED HKFRSs (Continued)

HKFRS 15 Revenue from Contracts with Customers (Continued)

As mentioned in nofe 1, the Group is engaged in the following operations:

provision of financing leasing services

provision of factoring services

|
provision of small loans and related loan facilitation services

provision of financial advisory services

H\\
The interest revenue derived from the provision of financing leasing, factoring and small loans recognised in accordance il
with HKFRS 9 is out of the scope of HKFRS 15.

The Group's contracts with customers for financial advisory services are tailormade/made-fo-order based on customers’
specification with no alternative use to the Group. Taking info account the contract terms, the legal and regulatory
environment in the PRC, the contracts provide the Group enforceable right to payment for performance complefed to

dafe and hence should be recognised overtime upon adoption of HKFRS 15. As there was no confract not completed
as at 1 January 2018, there is no transition impact on the opening retained profits.

The Group provides a platform which matches borrowers with lenders, facilitates the execution of loan agreement and
provides ongoing monthly services to the borrowers. The Group considers the loan facilitation services and ongoing
monthly services as distinct performance obligations. The upfront loan facilitation service fee is recognised as revenue
upon execution of loan agreements and the post facilitation services fee is recognised over the period of the loan on a
straightline method, which approximates the pattiern of when the underlying services are performed. As this is a new
income stream of the Group in the current year, there is no impact on the opening retained profits.

Accounting policies resulting from adoption of HKFRS 15 are disclosed in Note 4.13 to the consolidated financial
statements.
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Notes to the Consolidated Financial Statements (Continued)
For the year ended 31 December 2018

3. ADOPTION OF NEW AND REVISED HKFRSs (Continued)

HKFRS 15 Revenue from Contracts with Customers (Continued)

As a result of the changes in the Group’s accounting policies above, the opening consolidated sfatement of financial
position had to be restated. The following table show the adjustments recognised for each of the line items affected.
line items that were not affected by the changes have not been included.

31 December
2017 Effect of

As originally adoption of 1 January 2018

presented HKFRS 9 restated

RMB'000 RMB’'000 RMB’'000

Loan and account receivables 699,464 (14,635) 684,829

Deferred tax assets — 11,135 11,135

Total non-current assets 701,043 697,543

c Loan and account receivables 447,876 (29,904) 417,972
I
'\

"“{ Total current assets 506,552 476,648
I
I

\W\ Net assefs 486,501 453,007
\
il

\\\‘ Reserves 485,253 (33,404 451,849
I

"t Total equity 486,501 453,097
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Notes to the Consolidated Financial Statements (Continued)
For the year ended 31 December 2018

3. ADOPTION OF NEW AND REVISED HKFRSs (Continued)

The Group has not early applied any of the following new and amendments to HKFRSs, which have been issued but
are not yet effective, in these consolidated financial statements:

Effective for

annual

reporting

periods

beginning on |

or after i

HKAS 19 Amendments Plan Amendment, Curtailment or Seftlement 1 January 2019
HKAS 28 Amendments Long-term Interests in Associates and Joint Ventures 1 January 2019* ‘:\\
HKAS 28 and HKFRS 10 Amendments  Sale or Confribution of Assets between an Investor To be i

and its associate or Joint Venture
HKFRS @ Amendments Prepayment Features with Negative Compensation
HKFRS 16 leases
HK (IFRICHnterpretation 23 Uncertainty over Income Tax Treatments

Amendments to HKFRSs Annual Improvements to HKFRSs 2015-2017 Cycle

HKFRS 3 Amendments Definition of a Business

HKAS 1 and HKAS 8 Amendments Definition of Material

Conceptual Framework for Financial
Reporting 2018

determined*
1 January 2019 H\\
1 January 2019 I
1 January 2019 !
1 January 2019
1 January 2020

1 January 2020
Revised Conceptual Framework for Financial Reporting 1 January 2020

The amendments were original intended to be effective for annual periods beginning on or after 1 January 2018. The effective date has now
been deferred. Early adoption of the amendments continues to be permitted.

The Group has already commenced an assessment of the related impact of adopting the above new and amendments
to HKFRSs. So far, it has concluded that the above new and amendments to HKFRSs will be adopted at the respective

effective dates and the adoption of them is unlikely to have a significant impact on the consolidated financial statements
of the Group except for the following:

HKFRS 16 Leases

HKFRS 16 infroduces a comprehensive model for the identification of lease arangements and accounting treatments for

both lessors and lessees. HKFRS 16 will supersede HKAS 17 leases and the related inferpretations when it becomes
effective.

HKFRS 16 distinguishes lease and service contracts on the basis of whether an identified asset is controlled by a
customer. In addition, HKFRS 16 requires sale and leaseback transactions to be determined based on the requirements

of HKFRS 15 as to whether the transfer of the relevant asset should be accounted as a sale. HKFRS 16 also includes
requirements relafing fo subleases and lease modifications.

Distinctions of operafing leases and finance leases are removed for lessee accounting, and is replaced by a model

where a rightofuse assef and a corresponding liability have to be recognised for all leases by lessees, except for short-
ferm leases and leases of low value assets.
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Notes to the Consolidated Financial Statements (Continued)
For the year ended 31 December 2018

HKFRS 16 Leases (Continued)

The rightof-use asset is initially measured at cost and subsequently measured at cost (subject to certain exceptions| less
accumulated depreciation and impairment losses, adjusted for any remeasurement of the lease liability. The lease
liability is initially measured at the present value of the lease payments that are not paid at that date. Subsequently, the
lease liability is adjusted for interest and lease payments, as well as the impact of lease modifications, amongst others.
For the classification of cash flows, the Group currently presents operating lease payments as operating cash flows.
Upon the odopﬂon of HKFRS 16, lease payments in relation to lease |iobi|ify will be allocated info a principo| and an
inferest portion which will be presented as financing cash flows.

In contrast fo the lessee accounting, HKFRS 16 substantially carries forward the lessor accounting requirements in HKAS
17. Accordingly, a lessor continues fo classify its leases as operating leases or finance leases, and o account for those
two types of leases differently.

Furthermore, extensive disclosures are required by HKFRS 16.

As at 31 December 2018, the Group has non-cancellable operafing lease commitments of approximately
RMB8,340,000 (2017: RMB2,566,000) as disclosed in Note 29. A preliminary assessment indicates that these
arrangements will meet the definition of a lease. Upon adoption of HKFRS 16, the Group will recognise a right-of-use
asset and a corresponding liability in respect of all these leases unless they qualify for low value or shortterm leases.
The new requirement fo recognise a rightto-use asset and a related lease liability is expected to have an impact on the
amounts recognised in the Group's consolidated financial statements. In addition, the adoption of the new requirements
may result in changes in measurement, presentation and disclosure as indicated above.

In addition, the Group currently considers refundable rental deposits paid of approximately RMB689,000 (2017:
RMB350,000) as rights under leases to which HKAS 17 applies. Based on the definition of lease payments under
HKFRS 16, such deposits are not payments relating to the right fo use the underlying assefs, accordingly, the carrying
amounts of such deposits may be adjusted to amortised cost and such adjusiments are considered as additional lease
payments. Adjustments to refundable rental deposits received paid would be included in the carrying amount of rightto-
use assets.

The directors of the Company expected that, such changes would increase the consolidated asset and consolidated
liabilities of the Group, but would not result in a significant impact to the consolidated financial performance in the
Group's future financial statements.

HKAS 28 and HKFRS 10 Amendments

The amendments to HKFRS 10 and HKAS 28 deal with situations where there is a sale or confribution of assefs
between an invesfor and its associate or joint venture. Specifically, the amendments state that gains or losses resulfing
from the loss of control of a subsidiary that does not contain a business in a transaction with an associate or a joint
venture that is accounted for using the equity method, are recognised in the parent’s profit or loss only to the extent of
the unrelated investors’ interests in that associate or joint venture. Similarly, gains and losses resulting from the re-
measurement of investments retained in any former subsidiary (that has become an associate or a joint venture that is
accounted for using the equity method) to fair value are recognised in the former parent's profit or loss only to the extent
of the unrelated investors’ inferests in the new associate or joint venture.
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For the year ended 31 December 2018

ADOPTION OF NEW AND REVISED HKFRSs (Continued)
HKAS 28 and HKFRS 10 Amendments (Continued)

The Group did not enter info these transactions in the current year. The direcfors anticipate that the adoption of these

amendments may have an impact on the Group's consolidated financial statements in future periods should such
fransactions arise.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES |

i
The significant accounting policies adopted in the preparation of the consolidated financial statements are summarised
below. These policies have been consistently applied fo all the years presented unless otherwise stated.

!
4.1 Basis of consolidation il

i

The consolidated financial statements incorporate the financial statements of the Company and entities controlled \1\\
by the Company |its subsidiaries). H\

|
Subsidiaries

A subsidiary is an investee over which the Company is able to exercise control. Confrol is achieved when the
Company has power over the invesfee, that expose or give rights to variable returns from ifs involvement with the
investee, and the Company is able fo use its power fo affect the amount of retums from the investee. Generally,
control is achieved with a shareholding of more than one half of the voting rights over the relevant activities of the
investee. The existence and effect of potential voting rights that are exercisable or convertible are considered
when assessing whether the Company controls another entity. Control is reassessed whenever facts and
circumstances indicate that there may be a change in any of these elements of control.

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

Business combinations

The Group applies the acquisition method to account for business combinations not under common control. The
consideration transferred for the acquisition of a subsidiary is the fair values of the assets transferred, the liabilities
incurred to the former owners of the acquiree and the equity inferests issued by the Group. The consideration
transferred includes the fair value of any asset or liability resulting from a contingent consideration arrangement.
Identifiable assets acquired and liabilities and confingent liabilities assumed in a business combination are
measured inifially at their fair values at the acquisition date.

The Group recognises any non-controlling interest in the acquiree on an acquisition-by-acquisition basis. Non-
controlling inferests in the acquiree that are present ownership inferests and entitle their holders to a proportionate
share of the entity’s net assefs in the event of liquidation are measured at either fair value or the present ownership
inferests’ proportionate share in the recognised amounts of the acquiree’s identifiable net assets. All other
components of non-confrolling interests are measured af their acquisition date fair value, unless another
measurement basis is required by HKFRS. Acquisition-related costs incurred are expensed unless they are incurred
in issuing equity instruments in which case the costs are deducted from equity.
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Notes to the Consolidated Financial Statements (Continued)
For the year ended 31 December 2018

4., SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.1 Basis of consolidation(Continued)

Business combinations (Continued)

Any contingent consideration to be transferred by the Group is recognised at fair value at the acquisition date.
Subsequent adjustments to consideration are recognised against goodwill only to the extent that they arise from
new information obtained within the measurement period (@ maximum of 12 months from the acquisition date]
about the fair value at the acquisition date. The subsequent accounting for changes in the fair value of the
contingent consideration that do not qualify as measurement period adjustments depends on how the confingent
consideration is classified. Subsequent changes fo the fair value of the contingent consideration that is deemed to
be an asset or liability is recognised in accordance with HKFRS 9 in the profit or loss.

The excess of the consideration transferred, the amount of any non-controlling inferest in the acquiree and the
acquisitiondate fair value of any previous equity interest in the acquiree over the fair value of the identifiable net
assets acquired is recorded as goodwill. If the fotal of consideration ftransferred, non-controlling interest
recognised and previously held inferest measured is less than the fair value of the net assefs of the subsidiary

acquired in the case of a bargain purchase, the difference is recognised directly in the consolidated statements of
changes in equity.

Infra-group fransactions, balances and unrealised gains on fransactions between group companies are eliminated
in preparing the consolidated financial statements. Where unrealised losses on infra-group asset sales are
reversed on consolidation, the underlying asset is also tested for impairment from the Group's perspective.

Where necessary, adjusiments are made to the financial statements of subsidiaries o bring their accounting
policies info line with the Group's accounting policies.

Separate financial statements

Investments in subsidiaries are accounted for at cost less impairment. Cost includes direct affributable costs of

investment. The results of subsidiaries are accounted for by the Company on the basis of dividend received and
receivable.

Impairment testing of the investments in subsidiaries is required upon receiving dividends from these investments if
the dividend exceeds the total comprehensive income of the subsidiary in the period the dividend is declared or if

the carrying amount of the investment in the separate financial statements exceeds the carrying amount in the
consolidated financial statements of the investee's net assets including goodwill.
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4.2 Impairment of non-financial assets

4.3

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

An assessment is made at the end of each reporting period as to whether there is any indication that previously
recognised impairment losses may no longer exist or may have decreased. If such indication exists, the
recoverable amount is estimated. A previously recognised impairment loss of an asset is reversed only if there has
been a change in the estimates used to defermine the recoverable amount of that asset, but not fo an amount
higher than the carrying amount that would have been defermined (nef of any depreciation), had no impairment
loss been recognised for the assef in prior years. A reversal of such impairment loss is credited o profit or loss in
the period in which it arises.

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

Property, plant and equipment

Property, plant and equipment are stated atf cost, less provision for depreciation and impairment losses, if any.

The cost of an item of property, plant and equipment comprises its purchase price and any directly attributable
cost of bringing the asset fo its working condition and location for its infended use. Expenditure incurred after the
item has been put info operation, such as repairs and maintenance and overhaul costs, is normally charged to
profit or loss in the year in which it is incurred. In situations where it can be clearly demonstrated that the
expenditure has resulted in an increase in future economic benefits expected to be obtained from the use of the
item, the expendifure is copitohsed as an additional cost of the item. When an item of property, p|onf and
equipment is sold, its cost and accumulated depreciation are derecognised and any gain or loss resulting from
the disposal, being the difference between the net disposal proceeds and the carrying amount of the asset, is
included in profit or loss.

Depreciation is calculated using the straightline method to allocate their costs fo their residual value over the
estimated economic useful life of the individual assets, as follows:

Leasehold improvements The shorter of the lease terms and 3 to 5 years
Furniture and office equipment 310 10 years
Motor vehicles 3 1o 10 years

The assets’ residual values and useful life are reviewed, and adjusted if appropriate, at the end of each reporting
period.
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4., SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.4 leasing

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

The Group as lessor

Amounts due from lessees under finance leases are recorded as loan and account receivables at the amount of
the Group's net investment in the leases. Financial leasing income is allocated to accounting periods so as to
reflect a consfant periodic rafe of return on the Group's net investment outstanding in respect of the leases.

The Group as lessee

Operating leases payments are recognised as an expense on a straightline basis over the lease term, except

where another systematic basis is more representative of the time pattern in which economic benefits from leased
asset are consumed.

4.5 Employee benefits

(i)

Short-term employee benefits and contributions to defined contribution retirement
plans

The shortterm employee benefits are accrued in the year in which the associated services are rendered by
employees.

The Group participates in defined contribution retirement benefit schemes for those employees who are

eligible to participate. Contributions are charged to profit or loss as they are paid/become payable in
accordance with the rules of the scheme.

The Group operates a defined confribution Mandatory Provident Fund refirement benefit scheme (the "MPF
Scheme”) under the Mandatory Provident Fund Schemes Ordinance for all of its employees in Hong Kong.
Confributions are made based on a percentage of the employees’ basic salaries and are charged to the
statement of comprehensive income as they become payable in accordance with the rules of the MPF

Scheme. The assefs of the MPF Scheme are held separately from those of the Group in an independently
administered fund.

The employees of the subsidiaries within the Group which operate in the PRC are required fo participate in
the central pension scheme operated by the local municipal government. These PRC subsidiaries are
required to contribute a percentage of their payroll costs o the central pension scheme as specified by the

local municipal government. The Group has no legal or construction obligations fo pay further contributions
after payment of the fixed confributions.
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For the year ended 31 December 2018

4., SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.5 Employee benefits (Continued)

4.6

(i) Employee leave entitlement

Employee entilements to annual leave are recognised when they accrue to employees. An accrual is made
for the estimated liability for annual leave as a result of services rendered by employees up to the end of

each reporting period.

(iii) Termination benefits
Termination benefits are recognised on the earlier of when the Group can n

those benefits and when the Group recognises restructuring costfs involvin
benefits.

Financial instruments (upon the initial adoption of HKFRS
transition in Note 3)

Financial assefs and financial liabilities are recognised in the Group's consolidated
when a group entity becomes a party to the contractual provisions of the insfrument.

o longer withdraw the offer of
g the payment of termination

9 in accordance with

statfement of financial position

Financial assets and financial liabilities are initially measured at fair value except for trade receivables arising

from confracts with custfomers which are initially measured in accordance with HKF
Transaction cosfs that are directly attributable to the acquisition or issue of financial

RS 15 since 1 January 2018.
assets and financial liabilities

(other than financial assefs or financial liabilities at fair value through profit or loss) are added to or deducted from

the fair value of the financial assets or financial liabilities, as appropriate, on initial

recognition. Transaction costs

directly aftributable to the acquisition of financial assets or financial liabilities at fair value through profit or loss are

recognised immediately in profit or loss.

Financial assets

All regular way purchases or sales of financial assefs are recognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or sales of financial assets that require delivery of assets within the

time frame established by regulation or convention in the market place.

All recognised financial assets of the Group are measured at amortised cost on the

basis of the Group's business

model for managing the financial assets and the contractual cash flow characteristics of the financial assets.

Debt instruments that meet the following conditions are subsequently measured at amortised cost:

the contfractual terms give rise on specified dates to cash flows that are sole
interest on the principal amount outstanding ("SPPI").

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

ly payments of principal and
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

70

4.6 Financial instruments (upon the initial adoption of HKFRS 9 in accordance with

transition in Note 3) (Continued)

Financial assets (Confinued)

Debt instruments at amortised cost

The Group assesses the classification and measurement of a financial asset based on the contractual cash flows
characteristics of the asset and the Group's business model for managing the asset.

For an asset to be classified and measured at amortised cost, its contractual ferms should give rise to cash flows

that are SPPI.

For the purpose of SPPI test, principal is the fair value of the financial asset at initial recognition. That principal
amount may change over the life of the financial asset [e.g. if there are repayments of principall. Inferest consists
of consideration for the time value of money, for the credit risk associated with the principo| amount oufstonding
during a particular period of time and for other basic lending risks and costs, as well as a profit margin. The SPPI
assessment is made in the currency in which the financial asset is denominated.

Confractual cash flows that are SPPI are consistent with a basic lending arrangement. Contractual terms that
infroduce exposure to risks or volatility in the contractual cash flows that are unrelated to a basic lending
arrangement, such as exposure to changes in equity prices or commodity prices, do not give rise to contractual
cash flows that are SPPI. An originafed or an acquired financial asset can be a basic lending arrangement
irespective of whether it is a loan in ifs legal form.

An assessment of business model for managing financial assets is fundamental to the classification of a financial
asset. The Group defermines the business model at a level that reflects how groups of financial assets are
managed together to achieve a particular business objective. The Group's business model does not depend on
management's intentions for an individual instrument, therefore the business model assessment is performed at a
higher level of aggregate rather than on instrumentby-instrument basis.

The Group's business models for managing its financial instrument reflects how the Group manages its financial
assefs in order to generate cash flows. The Group's business models defermine whether cash flows will result from
collecting contractual cash flows, selling financial assets or both.

The Group considers all relevant information availoble when making the business model assessment. However
this assessment is not performed on the basis of scenarios that the Group does not reasonably expect fo occur,
such as socalled “worse case” or “stress case” scenarios. The Group fakes into account all relevant evidence
available such as:

—  how the performance of the business model and the financial assefs held within the business model are
evaluated and reported fo the entity’s key management personnel;

—  the risks that affect the performance of the business model and, in particular, the way in which these risks
are managed.
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4., SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.6 Financial instruments (upon the initial adoption of HKFRS 9 in accordance with

transition in Note 3) (Continued)

Financial assets (Confinued)

Debt instruments at amortised cost (Continued)

At initial recognition of a financial asset, the Group determines whether newly recognised financial assets are
part of an existing business model or whether they reflect the commencement of a new business model. The
Group reassesses its business models each reporting period fo defermine whether the business models have
changed since the preceding period.

Financial assets at amortised cost are subsequently measured using the effective interest method and are subject
to the ECL assessment.

Effective interest method

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

Inferest income is recognised using the effective inferest method for debt instruments measured subsequently af
amortised cost. Interest income is calculated by applying the effective interest rafe to the gross carmying amount of
a financial asset, except for financial assets that have subsequently become creditimpaired (see below). For
financial assefs that have subsequently become creditimpaired, interest income is recognised by applying the
effective inferest rafe fo the amortised cost of the financial asset. If, in subsequent reporting period, the credit risk
on the creditimpaired financial instrument improves so that the financial asset is no longer creditimpaired, interest
income is recognised by applying the effective inferest rafe to the gross carrying amount of the financial asset.

The calculation does not revert o the gross basis even if the credit risk of the financial asset subsequently improves
so that the financial asset is no longer creditimpaired.

Inferest income which are derived from the Group's ordinary course of business are recognised in profit or loss
and included in the "Revenue” line item.

Impairment under ECL model

The Group recognises a loss allowance for ECL on financial assets which are subject to impairment under HKFRS
9 (including loan and account receivables, deposits and other receivables and cash and cash equivalents| The
amount of ECL is updated at each reporting date to reflect changes in credit risk since initial recognition.
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4.6 Financial instruments (upon the initial adoption of HKFRS 9 in accordance with

transition in Note 3) (Continued)

Financial assets (Continued)

Impairment under ECL model (Continued)

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

The Group always recognises simplified approach and recorded lifetime ECLs for the financial leasing receivable
and account receivables and contract assets (if any) that result from transactions within the scope of HKFRS 15
and the ECL on these assets are assessed individually for debtors with significant balances.

For financial assets, the Group recognises lifetime ECL when there has been a significant increase in credit risk
since initial recognition. If, on the other hand, the credit risk on financial assefs has not increased significantly
since initial recognition, the Group measures the loss allowance for that financial asset at an amount equal to
12-m ECL. The assessment of whether lifetime ECL should be recognised is based on significant increases in this
likelihood or risk of a default occurring since initial recognition instead of on evidence of a financial assets being
creditimpaired af the reporting date or an actual default occurring.

Significant increase in credit risk

In assessing whether the credit risk has increased significantly since initial recognition, the Group compares the
risk of a default occurring on the financial instrument as at the reporting date with the risk of a default occurring
on the financial instrument as at the date of initial recognition. In making this assessment, the Group considers
both quantitative and qualitative information that is reasonable and supportable, including historical experience
and forwarddooking information that is available without undue cost or effort. Forward-looking information
considered includes the future prospects of the industries in which the Group's debtors operate, obtained from
economic expert reports, financial analysts, government bodies, as well as consideration of various external
sources of actual and forecast econmic information that relate to the Group's core operations.

In particular, the following information is taken info account when assessing whether credit risk has increased
significonﬂ\/:

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

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

—  exisfing or forecast adverse changes in business, financial or economic conditions that are expected fo
cause a significant decrease in the debtor’s ability to meet its debt obligations;
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4.6 Financial instruments (upon the initial adoption of HKFRS 9 in accordance with
transition in Note 3) (Continued)

Financial assets (Confinued)
Significant increase in credit risk (Continued)

—  an actual or expected significant deterioration in the operating results of the debtor; and

an actual or expected significant adverse change in regulatory, economic or technological environment of |
the debtor that results in a significant decease in debtor’s abilities to meet the debt obligations. !

Irespective of the outcome of the above assessment, the Group presumes that the credit risk has increased

significantly since initial recognition when contractual payments are more than 30 days past due, unless the “‘\\

Group has reasonable and supportable information that demonstrates otherwise. ::\\
i

Despite the foregoing, the Group assumes that the credit risk on a financial instrument has not increased \\\\

significantly since initial recognition if the financial instrument is defermined to have low credit risk at the reporting I

date. A financial instrument is determined to have low credit risk if (i) it has a low risk of default, (i) the borrower ‘

has a strong capacity fo meet its contractual cash flow obligations in the near term and (i) adverse changes in

economic and business conditions in the longer term may, but will not necessarily, reduce the ability of the

borrower to fulfil its contractual cash flow obligations. The Group considers a financial instrument to have low

credit risk when it has an internal or external credit rating of ‘investment grade’ as per globally understood
definitions.

The Group regularly monitors the effectiveness of the criteria used to identify whether there has been a significant

increase in credit risk and revises them as appropriate to ensure that the criteria are capable of identifying
significant increase in credit risk before the amount becomes past due.

Definition of default

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

Irespective of the above, the Group considers that default has occurred when: (1) the borrower is unlikely to pay
its credit obligations to the Group in full, without recourse by the Group fo actions such as realising security (if any
is held); or (2) the financial asset is more than 90 days past due unless the Group has reasonable and
supportable information to demonstrate that a more lagging default criterion is more appropriate.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.6 Financial instruments (upon the initial adoption of HKFRS 9 in accordance with
transition in Note 3) (Continued)

Financial assets (Confinued)

Credit-impaired financial assets

Financial asset is creditimpaired when one or more events of default that have a defrimental impact on the
estimated future cash flows of that financial asset have occurred. Evidence that a financial asset is creditimpaired
includes observable data about the following events:

—  significant financial difficulty of the issuer or the borrower;
—  a breach of contract, such as a default or past due event;

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

— it is becoming probable that the borrower will enter bankruptey or other financial reorganisation; or
—  the disappearance of an active market for that financial asset because of financial difficulties.

When assessing the likelihood of the borrower fo pay its credit obligation, the Group takes into account both
quantifative and qualitative indicators. Qualitative indicator, such as the breach of covenants, and quantitative
indicators, such as overdue status and non-payment on another obligation of the same counterparty are key inputs
in this analysis. The Group uses a variety of sources of information to assess creditimpaired which are either
developed infemally or obtained from external sources.

i It may not be possible fo identify a single discrete event — instead, the combined effect of several events may
have caused financial assefs to become creditimpaired. The Group reassesses whether the financial assets
i measured at amortised cost are creditimpaired at each reporting date.

i Write-off policy

The Group writes off a financial asset when there is information indicating that the counterparty is in severe
financial difficulty and there is no redlistic prospect of recovery, for example, when the counterparty has been
placed under liquidation or has enfered into bankruptcy proceedings, or in the case of frade receivables, when
the amounts are over two years past due, whichever occurs sooner. Financial assets written off may still be subject
to enforcement activities under the Group's recovery procedures, faking into account legal advice where

appropriate. A write-off constitutes a derecognition event. Any subsequent recoveries are recognised in profit or
loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default, loss given default (i.e. the magnitude of the
loss if there is a default) and the exposure at default. The assessment of the probability of default and loss given
default is based on historical data adjusted by forward-looking information. As for the exposure at default, for
financial assets, these are represented by the assets’ gross carrying amount at the reporting date.
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4.6 Financial instruments (upon the initial adoption of HKFRS 9 in accordance with

transition in Note 3) (Continued)

Financial assets (Confinued)

Measurement and recognition of ECL (Continued)

Generally, the ECL is the difference between all contractual cash flows that are due to the Group in accordance
with the confract and the cash flows that the Group expects fo receive, discounted at the effective interest rate
defermined at initial recognition. For financial leasing receivable, the cash flows used for determining the ECL is
consistent with the cash flows used in measuring the lease receivable in accordance with HKAS 17 leases.

Where lifetime ECL is measured on a collective basis to cater for cases where evidence of significant increases in
credit risk at the individual instrument level may not yet be available, the financial instruments are grouped on the
following basis:

—  nature of financial instruments (i.e. the Group’s loan and account receivables, deposits and other
receivables are each assessed as a separate group. Advance to a related party are assessed for ECLs on
an individual basis);

—  pastdue sfatus;
—  nature, size and industry of debtors; and
—  external credit rafings where available.

The maximum period considered when estimating ECL is the maximum contractual period over which the Group
is exposed to credit risk.

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

If the Group has measured the loss allowance for a financial instrument ot an amount equal to lifetime ECL in the
previous reporting period, but defermines af the current reporting date that the conditions for lifetime ECL are no
longer met, the Group measures the loss allowance at an amount equal to 12-m ECL af the current reporting
date.

The Group recognises an allowance for/reversal of ECL in profit or loss for all financial instruments and financial
leasing receivables with a corresponding adjustment to their carrying amount through a loss allowance account.

Derecogpnition of financial assets

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

4.6 Financial instruments (upon the initial adoption of HKFRS 9 in accordance with

transition in Note 3) (Continued)

Financial assets (Confinued)

Derecognition of financial assets (Continued)

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

Financial liabilities and equity instruments
Debt and equity instruments issued by a group entity are classified either as financial liabilities or as equity in

accordance with the substance of the contractual arrangements and the definitions of a financial liability and an
equity instrument.

Equity instruments
An equity instrument is any confract that evidences a residual inferest in the assefs of an entity after deducting all

of its liabilities. Equity instruments issued by a group entity are recognised at the proceeds received, net of direct
issue costs.

Financial liabilities

A financial liability is a contractual obligation to deliver cash or another financial asset or to exchange financial
assets or financial liabilities with another entity under conditions that are potentially unfavorable to the Group or a
contract that will or may be setiled in the Group’s own equity instruments and is a non-derivative contract for
which the Group is or may be obliged to deliver a variable number of its own equity instruments, or a derivative
contract over own equity that will or may be sefiled other than by the exchange of a fixed amount of cash (or
another financial asset] for a fixed number of the Group's own equity instruments.

The Group classifies its financial liabilities at initial recognition, as financial liabilities at fair value through profit or
loss, loans and borrowings, or as derivatives designated as hedging instruments in an effecfive hedge, as
appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings, net of
directly attributable fransaction costs.

Financial liabilities subsequently measured at amortised cost

After initial recognition, the financial liabilities including deposits from financial leasing customers, accruals and
other payables, amounts due to related parties and ultimate holding company and bank and other borrowings
are subsequently measured at amortised cost using the effective interest method.

The effective inferest method is a method of calculating the amortised cost of a financial liability and of allocating
inferest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated
future cash payments (including all fees and points paid or received that form an integral part of the effective
inferest rafe, fransaction costs and other premiums or discounts) through the expected life of the financial liability,
or (where appropriate) a shorter period, to the amortised cost of a financial liability.
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4., SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.6 Financial instruments (upon the initial adoption of HKFRS 9 in accordance with
transition in Note 3) (Continued)

Financial liabilities measured at fair value through profit or loss

Financial liabilities at fair value through profit or loss include contingent consideration of an acquirer in a business

combination, (2) heldfortrading, or (3) designated as at FVTPL. This category also includes derivative financial \
instruments entered info by the Group that are not designated as hedging insfruments in hedge relationships as |
defined by HKFRS 9. Separated embedded derivatives are also classified as held for trading unless they are |
designated as effective hedging instruments. !

Subsequently to initial recognition, the changes in fair value of the financial liabilities measured at fair value is I\
recognised in profit or loss in the period in which they arise. il

o . C ULl I
Derecognlhon Ol: FInOnCIC|| ||Ob|||hes f
The Group derecognises financial liabilities when, and only when, the Group's obligations are discharged,
cancelled or they expire. The difference between the carrying amount of the financial liability derecognised and

the consideration paid and payable, including any non-cash assets transferred or liabilities assumed, is !
recognised in profif or loss.

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 infention to
seffle on a net basis, or fo realise the assefs and sefile the liabilities simultaneously.

4.7 Financial instruments (before the initial adoption of HKFRS 9)

Financial assets

The Group's financial assets are mainly loans and receivables.

Management defermines the classification of these financial assets af initial recognition depending on the purpose

for which the financial assets were acquired and where allowed and appropriate, re-evaluates this designation af
the end of reporting period.

All financial assets are recognised when, and only when, the Group becomes a party to the contractual
provisions of the instrument. When financial assets are recognised initially, they are measured at fair value, plus,
directly affributable fransaction costs.

Derecognifion of financial assets occurs when the rights o receive cash flows from the instruments expire or are
transferred and substantially all of the risks and rewards of ownership have been transferred.
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4.7 Financial instruments (before the initial adoption of HKFRS 9) (Continued)

Financial assets (Continued)

Lloans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. After initial measurement, such assets are subsequently measured at amortised cost using the
effective interest method less any allowance for impairment. Amortised cost is calculated by taking info account
any discount or premium on acquisition and includes fees or costs that are an integral part of the effective inferest.
The effective inferest amortisation is included in other income and gains in profit or loss. The loss arising from
impairment of loan and account receivables are recognised under finance cost and other expenses in profit or
loss respectively.

Impairment loss on financial assets

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

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

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

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

4.7 Financial instruments (before the initial adoption of HKFRS 9) (Continued)

Financial assets (Continued)

Impairment loss on financial assets (Continued)

If, in a subsequent period, the amount of the estimated impairment loss increases or decreases because of an “
event occurring after the impairment was recognised, the previously recognised impairment loss is increased or ‘

reduced by adjusting the allowance account. If a write-off is later recovered, the recovery is credited to other
expenses in profif or loss.

Financial liabilities

i
Management defermines the classification of its financial liabilities at initial recognition, as financial liabilities at

fair value through profit or loss, loans and borrowings, or as derivatives designated as hedging instruments in an
effective hedge, as appropriate.

H\\

i
All financial liabilities are recognised inifially at fair volue and, in the case of loans and borrowings, net of “\\
directly affributable fransaction costs.

The Group's financial liabilities include deposits from financial leasing customers, amounts due to related parties
and ultimate holding company, accruals and other payables and bank borrowings.

After initial recognition, the financial liabilities are subsequently measured at amortised cost, using the effective
interest method unless the effect of discounting would be immaterial, in which case they are stated at cost.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that

are an infegral part of the effective inferest. The effective interest amortisation is included in finance costs in profit
or loss.

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

Gains and losses are recognised in profit or loss when the liabilities are derecognised as well as through the
effective interest amortisation process.

When an existing financial liability is replaced by another from the same lender on substantially different terms, or
the terms of an existing liability are substantially modified, such an exchange or modification is treated as a

derecognition of the original liability and a recognition of a new liability, and the difference between the
respective carrying amounts is recognised in profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statement of financial

posifion if there is a currently enforceable legal right to offsef the recognised amounts and there is an infention fo
seffle on a nef basis, or to realise the assets and seffle the liabilities simultaneously.
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4.8

4.9

Share-based payments

The Group operates a share option scheme for remuneration of its employees (including the directors of the
Company) and other eligible participants.

The employee services received in exchange for the grant of any share options are measured at their fair value.
These are indirectly determined by reference fo the share options awarded. Their value is appraised at the grant
date and excludes the impact of any non-market vesting conditions. For the services received from the parties
other than employees, there shall be a rebuttable presumption that the fair value of the services received can be
estimated reliably. The fair value shall be measured at the date the counterparties render service. If the entity
rebuts the presumptions because it cannot estimate reliably the fair value of the services received, the entity shall
measure the services received, indirectly by reference to the fair value of the share options awarded.

All services received in exchange for the grant of share options is recognised as an expense in profit or loss when
the share options granted vest immediately, with a corresponding increase in “Share-based payment reserve”
within equity.

Where a grant of share options is cancelled, it is treated as if it had vested on the date of cancellation, and any
expense not yet recognised for the grant is recognised immediately. This includes any grant where non-vesting
condifions within the control of either the Group or the employee are not met.

At the time when the share options are exercised, the amount previously recognised in share-based payment
reserve and the proceeds received net of any directly aftributable transaction costs up to the nominal value of the
share issued are reallocated to share capital with any excess being recorded as share premium. VWhen the share
options are forfeited after the vesting date or are still not exercised at the expiry date, the amount previously
recognised in share option reserve will be transferred to retained profits.

Cash and cash equivalents

For the purpose of the consolidated statements of cash flows, cash and cash equivalents comprise cash and bank
balances and demand deposits, and shortterm, highly liquid investments which are readily convertible info known
amounts of cash and which were within three months of maturity when acquired.

4.10 Provisions

A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a past event
and it is probable that a future outflow of resources will be required to seftle the obligation, provided that a
reliable estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for a provision is the present value at the end
of the reporting period of the future expenditures expected to be required to settle the obligation. The increase in
the discounted present value amount arising from the passage of time is included in finance costs in profit or loss.
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4., SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.11 Income tax

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

Current tax assefs and liabilities for the current and prior periods are measured at the amount expected to be \
recovered from or paid fo the faxafion authorities, based on fax rates (and fax laws) that have been enacted or |
substantively enacted by the end of the reporting period, taking info consideration inferprefations 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 I\
between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes. il

Deferred tax liabilities are recognised for all taxable temporary differences, except in respect of taxable temporary
differences associated with investments in subsidiaries, when the timing of the reversal of the temporary differences
can be controlled and it is probable that the temporary differences will not reverse in the foreseeable future. I

Deferred tax assets are recognised for all deductible temporary differences, the carried forward of unused tax
credits and any unused tax losses. Deferred tax assets are recognised fo the extent that it is probable that taxable
profit will be available against which the deductible tfemporary differences, the carried forward unused tax credits
and unused fax losses can be ufilised, except in respect of deductible temporary differences associated with
investments in subsidiaries, deferred tax assefs 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.

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
fax asset fo be utilised. Unrecognised deferred tax assets are reassessed at the end of each reporting period and
are recognised 1o 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 fax rates that are expected fo apply to the period when the
asset is realised or the liability is setfled, based on fax rafes and fax 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 fax liabilities and the deferred taxes relate to the same taxable entity and the same taxation
authority.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.12 Fair value measurement

The Group measures its financial instruments at fair value af the end of reporting period. Fair value is the price
that will be received from selling an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The fair value measurement is based on the presumption that the transaction
to sell the asset or transfer the liability takes place either in the principal market for the asset or liability, or in the
absence of a principal market, in the most advantageous market for the asset or liability. The principal or the most
advantageous market must be accessible by the Group. The fair value if 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 inferest.

A fair value measurement of a nonfinancial asset takes into account a market participant’s ability to generate

economic benefits by using the asset in ifs highest and best use or by selling it to another market participant that
will use the asset in ifs highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are

available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial statements are

categorised within the fair value hierarchy, described as follows, based on the lowest level input that is significant
fo the fair value measurement as a whole:

level 1:  Based on quoted prices (unadjusted) in active markets for identical assets or liabilities

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

level 3:  Based on valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognised in the consolidated financial statements on a recurring basis, the
Group defermines whether fransfers have occurred between levels in the hierarchy by reassessing categorisation

(based on the lowest level input that is significant fo the fair value measurement as a whole) at the end of each
reporting period.
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Notes to the Consolidated Financial Statements (Continued)
For the year ended 31 December 2018

4., SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

413 Revenue recognition (upon initial adoption of HKFRS 15 in accordance with
transitions in Note 3)

Revenue is recognised to depict the transfer of promised services to customers in an amount the reflects the

consideration fo which the entity expects to be entifled in exchange for those services. Specially, the Group uses
a 5-sfep approach to revenue recognition:

Step 1: Identify the confract(s| with a customer

Step 2: Identify the performance obligation in the contract

Step 3: Defermine the transaction price

Step 4:  Allocate the transaction price to the performance obligation in the contfract
Step 5:  Recognised revenue when (or as) the entity safisfies a performance obligation

The Group recognises revenue when (or as| a performance obligation is satisfied, i.e. when “control” of the
goods or services underlying the particular performance obligation is transferred fo the customers.

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

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

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

the Group's performance creates and enhances an asset that the customer controls as the Group performs;
or

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

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

The progress towards complete safisfaction of the performance obligation is measured based on one of the
following methods that best depict the Group's performance in safisfying the performance obligation:

—  direct measurements of the value transferred by the Group to the customer; or

—  the Group's efforts or inputs fo the satisfaction of the performance obligation.
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Notes to the Consolidated Financial Statements (Continued)
For the year ended 31 December 2018

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

413 Revenue recognition (upon initial adoption of HKFRS 15 in accordance with

transitions in Note 3) (Continued)

If a contract involves multiple services, the transaction price will be allocated o each performance obligation
based on the stand-alone selling prices. Where these are not directly observable, they are estimated based on
expected cost plus margin.

A confract asset represents the Group's right to consideration in exchange for goods or services that the Group
has fransferred to a customer that is not yef unconditional. It is assessed for ECL in accordance with HKFRS 9. In
confrast, a receivable represents the Group's unconditional right fo consideration, i.e. only the passage of time is
required before payment of that consideration is due.

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

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

Costs to fulfil a contract
The Group incurs costs to fulfil a contract in its consultancy service contracts. The Group first assesses whether

these costs qualify for recognition as an asset in ferms of other relevant standards, failing which it recognises an
asset for these costs only if they meet all of the following criteria:

—  the costs relate directly to a contract or to an anticipated contract that the Group can specifically identify;

—  the cosfs generate or enhance resources of the Group that will be used in safisfying (or in continuing to
satisfy) performance obligations in the future; and

—  the cosfs are expected to be recovered.

The asset so recognised is subsequently amortised to profit or loss on a systematic basis that is consistent with the
fransfer to the customer of the goods or services to which the assets relate. The assef is subject to ECL review.

Estimates of revenues, cosfs or extent of progress toward completion are revised if circumsfances change. Any
resulting increases or decreases in estimated revenues or costs are reflected in profit or loss in the period in which
the circumstances that give rise to the revision become known by management. the customer pays the fixed
amount based on a payment schedule. If the services rendered by the Group exceed the payment, a contract
asset is recognised. If the payments exceed the services rendered, a contract liability is recognised.
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Notes to the Consolidated Financial Statements (Continued)
For the year ended 31 December 2018

4., SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

413 Revenue recognition (upon initial adoption of HKFRS 15 in accordance with
transitions in Note 3) (Continued)

Interest income

Inferest income from financial asset is recognised as revenue in profit or loss over the terms of the contracts using

the effective interest rate, which is the rate that exactly discounts the estimated future cash receipts through the “
expected life of the financial asset fo that assef's net carrying amount on initial recognifion.

For financial assets that have subsequently become creditimpaired, interest income is recognised by applying the !

|
effective interest rate, which is the rate that exactly discounts the estimated future cash receipts through the {
expected life of the financial asset o that asset's amortised cost.

H\\
Financial advisory fee income i

The Group provides customised financial advisory services fo its customers. The Group conducts feasibility studies \\Nl\\\\
on various financing solutions, design financing structures and solutions based on the credit profiles of its “\\
cusfomers. Revenue from providing services is recognised in the accounfing period in which the services are I
rendered. Revenue is recognised progressively over time using the costto-cost method, i.e. input method based !
on the proportion of the actual staff costs incurred relative to the estimated total staff costs because the Group has

the right to be paid for work done to date if the customer were to cancel the service agreement before the
consulting services was fully completed.

Loan facilitation service income

The tofal service fees are collected partially upfront at the inception of the loan and the remaining fees are
collected subsequently on a monthly basis over the loan period. The consideration received from the borrowers
generally includes the services fees for facilitating loan origination (matching of investors and borrowers and
facilitating the execution of loan agreements| and for providing ongoing monthly services (cash processing
services and collection services). The service fee of upfront loan facilitation is recognised as revenue upon
execution of loan agreements while the service fee of post loan facilitation services are deferred and recognised
over the period of the loan on a straightline method, which approximates the pattern of when the underlying
services are performed. When the cash received is different from the revenue recognised, a “"Contract Asset” or
"Contract Liability” shall be recognised in the consolidated statement of financial position.
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Notes to the Consolidated Financial Statements (Continued)
For the year ended 31 December 2018

4.14 Revenue recognition (before initial adoption of HKFRS 15)

Revenue is measured at the fair value of the consideration received or receivable. Revenue is recognised when it
is probable that the economic benefits will flow to the Group and when the revenue can be measured reliably, as
follows:

Inferest income from financial leasing is recognised in the consolidated statement of comprehensive income using
the effective interest rate imp|icif in the lease over the term of the lease, by reference to the principo| oufsfonding
and at the effective interest rate applicable, which is the rate that exactly discounts the estimated future cash
receipts through the expected life of the financial asset to that assef's net carrying amount on initial recognition.
Inferest income from a financial asset is recognised when it is probably that the economic benefits will flow to the
Group and the amount of revenue can be measured reliably.

Revenue from provision of financial advisory services are recognised when the services are rendered by reference
fo the percentage of completion method. Revenue is generally recognised based on the services performed to
date as a percenfage of the fotal services to be performed.

Inferest income from bank deposits or factoring loan are accrued on a time apportionment basis using the
effective inferest method.

4.15 Borrowing costs

Borrowing costs are recognised in profit or loss in the period in which they are incurred.

4.16 Foreign currencies

ltems included in the financial statements of each of the Group's entities are measured using the currency of the
primary economic environment in which the entity operates (the “functional currency”). The functional currency of
the Company is Hong Kong dollars ("RMB’000"). The consolidated financial statements is presented in RMB
since most of the companies comprising the Group are operating in RMB environment and the functional currency
of most of the companies comprising the Group is RMB.

In the individual financial statements of the consolidated entities, foreign currency fransactions are translated into
the functional currency of the individual entity using the exchange rates prevailing af the dates of the transactions.
At reporting date, monetary assefs and liabilities denominated in foreign currencies are franslated af the foreign
exchange rates ruling at that date. Foreign exchange gains and losses resulting from the setlement of such
transactions and from the reporting date refranslation of monetary assets and liabilities are recognised in profit or
loss.

Non-monetary items carried af fair value that are denominated in foreign currencies are refranslated at the rates
prevailing on the dafe when the fair value was defermined and are reported as part of the fair value gain or loss.
Non-monetary items that are measured in terms of historical cost in a foreign currency are not refranslated.
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Notes to the Consolidated Financial Statements (Continued)

For the year ended 31 December 2018

4., SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.16 Foreign currencies (Continued)

In the consolidated financial statements, all individual financial statements of foreign operations, originally
presented in a currency different from the Group's presentation currency, have been converted into RMB. Assets
and liabilities have been translated into RMB at the closing rate at the reporting date. Income and expenses have
been converted info RMB at the exchange rates ruling at the transaction dates or at the average rate over the
reporting period provided that the exchange rates do not fluctuate significantly. Any differences arising from this

procedure have been recognised in other comprehensive income and accumulated separately in the exchange
reserve in equity.

4.17 Related parties
(a)

A person or a close member of that person's family is related to the Group if that person:

(i)

has control or joint control over the Group;

(i) has significant influence over the Group; or
(i) is a member of key management personnel of the Group or the parent of the Company.
(b)  An entity is related fo the Group if any of the following conditions apply:
[l The entity and the Group are members of the same group (which means that each parent, subsidiary
and fellow subsidiary is related fo the others);

[i)  One enfity is an associate or joint venture of the other enfity (or an associate or joint venture of a
member of a group of which the other enfity is a member];

i}  Both entities are joint ventures of the same third party;
(iv)

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

The entity is a postemployment benefit plan for the benefit of the employees of the Group or an entity
related to the Group;

(vi)

The entity is controlled or jointly controlled by a person identified in (a);
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Notes to the Consolidated Financial Statements (Continued)
For the year ended 31 December 2018

4., SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.17 Related parties (Continued)

Close members of the family of a person are those family members who may be expected to influence, or be
influenced by, that person in their dealings with the entity and include:

(i) that person’s children and spouse or domestic pariner;
(i)  children of that person’s spouse or domestic parner; and
(i)  dependents of that person or that person’s spouse or domestic pariner.

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

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

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of the consolidated financial statements requires the directors of the Company to make judgements,
estimates and assumptions that affect the adoption of policies and reported amounts of assets, liabilities, income and
expenses. The estimates and associated assumptions are based on historical experience and various other factors that
are believed fo be reasonable under the circumstances, the results of which form the basis of making the judgements

about carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ
from these estimates.

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

The key assumptions conceming 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 adjusiment fo the carrying amounts of assefs and liabilities
within the next financial year, are described below.
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Notes to the Consolidated Financial Statements (Continued)
For the year ended 31 December 2018

Timian of satisfaction of performance obligation for financial advisory and post
loan facilitation services

The recognition of the financial advisory and post loan facilitation services income requires judgements by the
directors of the Company in defermining the timing of satisfaction of performance obligations.

In making their judgement, the directors of the Company considered the defailed criferia for recognifion of
revenue sef out in HKFRS 15 and in particular, whether the Group has safisfied all the performance obligations
over fime or at a point in time with reference fo the details of the terms of transaction as stipulated in the contracts
entered info with ifs customers and counterparties.

Regarding the financial advisory services, the directors of the Company have assessed that the Group's
performance does not create an asset with an alternative use fo the Group and the Group has an enforceable
right fo payment for performance completed to date pursuant fo the PRC laws and regulations. Therefore, the
directors of the Company have safisfied that the performance obligation in respect of the financial advisory
service fee income is satisfied over time and have recognised such income over the period of services.

The Group considers the loan facilitation services and ongoing management monthly services as distinct
performance obligations. In respect of the upfront facilitation services, the directors of the Company have
assessed that the customers consume benefits only after the Group performed the obligation (i.e. successfully
matched the lenders and the customers and facilitated the execution of agreements), the service fee income is
satisfied at a point in fime and is recognised as revenue upon the dispatch of loans to customers. In respect of the
post loan facilitation services, the directors of the Company have assessed that the customers simultaneously
receive and consume benefit provided by the Group's performance as the Group performs. The Group is required
fo provide the necessary services to the customers over the loan period. Therefore, the directors of the Company
have satisfied that the performance obligation in respect of the service fee income is safisfied over time and have
recognised such income over the loan period.

Despite the loan facilitation services and ongoing management monthly services are distinct performance
obligations, the Group does not provide these services separately, and the third-party evidence of selling price
does not exist either, as public information is not available regarding the amount of fees competitors charge for
these services. As a result, the Group uses the expected-cost-plus-a-margin approach to determine ifs best estimate
of selling prices of the different deliverables as the basis for allocation. VWhen estimating the selling prices, the
Group considers the cost relafed fo such services, profit margins, customers demand, effect of competition, and
other market factors, if applicable.

Revenue recognition of factoring agreement

The management made judgement in considering if the Group acfs as a principal from the accounting
perspective, and hence recognises the gross revenue and the related direct costs, with reference to all relevant
facts and circumstances of service arrangements. In some cases, the Group does not have any ownership and
rights to the account receivables, and the Group does not bear any credit risks of not collecting the related
accounts receivables. After taking into consideration of these factors, the management considers that the Group is
not exposed to any significant risk and reward associated with the factoring agreement and it has only fulfilled
the features that acting an agent in the finance lease and factoring arrangement from the accounting perspective,
the net income generated from such arrangement, if any, will be recognised after offsefting the relevant finance

cost.
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Notes to the Consolidated Financial Statements (Continued)
For the year ended 31 December 2018

(iii) Fair value of contingent consideration payable

(iv)

As disclosed in Note 21 to the consolidated financial statements, the fair value of the contingent consideration
payable in relation to the acquisition of Shenzhen Haosen af the date of acquisition were determined using the
probabilistic approach with possible scenarios under different financial forecasts of Shenzhen Haosen. The fair
value of the contingent consideration payable af the end of the reporting period was also defermined using the
probabilistic approach which is primarily based on the financial forecast of Shenzhen Haosen. The application of
financial forecast or management accounts requires the Group fo estimate whether the profit after tax for the year
ended 31 December 2018 and year ending 31 December 2019 respectively, is likely to be met.

Allowance for ECLs on loan receivables

Before the adoption of HKFRS @, the Group makes allowance for impairment of loan receivables based on an
evaluation of collectability and ageing analysis of the receivables. The impairment loss amount of the individual
receivable is the net decrease in the present value of the estimated future cash flows, and the evidence of
impairment may include the observable data indicafing that there is a measurable decrease in estimated future
cash flows of the individual receivable. The Group periodically reviews its receivables to assess impairment
individually and collectively except that there are known situation demonstrating impairment losses have occurred
during that period. The Group makes judgements as to whether there is any observable data indicating that an
impairment loss should be recorded. The evidence may include the current creditworthiness and the credit history
as well as the financial condifions of the customer. The methodologies and assumptions used for esfimating both
the amount and timing of future cash flows are reviewed regularly to reduce the differences between loss
estimates and actual loss experience. As at 31 December 2017, there was no allowance for impairment loss of
loan receivables is made.

Since the adoption of HKFRS @ on 1 January 2018, the allowance for ECls on the loan receivables are
estimated based on assumptions about the risk of default and credit risk of respective receivables. The loss
allowance amount is measured af the difference between the asset's carrying amount and the present value of
estimated future cash flows with the consideration of expected future credit loss of the respective receivables. Such
assessment involves high degree of estimation and uncertainty. When the actual future cash flows are less or
more than expected, a material ECls or material reversal of ECLs may arise, accordingly.

The following significant judgements are required in applying the accounting requirements for measuring the ECL:

Significant increase of credit risk

As explained in Note 3, ECL are measured as an allowance equal to 12-m ECL or lifetime ECL for respective
receivables. An asset will use lifetime ECL when ifs credit risk has increased significantly since inifial recognition.
HKFRS @ does not define what constitutes a significant increase in credif risk. In assessing whether the credit risk
of an asset has significantly increased, the Group takes info account quantitative and qualitative reasonable and
supportable forward looking information including available customers’ historical data and existing and forecast
market conditions.
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For the year ended 31 December 2018

5. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (Continued)

(iv) Allowance for ECLs on loan receivables (Continued)

Model and assumptions used

ECLs on the loan receivables which are not assessed to be credit impaired are estimated using a calculation

model using observable data as at the end of the reporting period, including the difference between (i) the “
effective interest rates of interest charged by the Group for similar categories of the loans and the People’s Bank “
of China ("PBOC") benchmark lending rates; (i) administrative service cost of the Group; and [iii) the weighting

of the loan receivables under different categories of loan receivables af each of the reporting dates, and GDP |
growth and unemployment rate, etc. Judgements is applied in identifying the most appropriate ECL model as well ‘:\
as for determining the assumption used in the model, including those relate fo key drivers of credit risk.

The Group's allowance for ECls on loan receivables may also take into account the subsequent seftlement, il
I
collateral valuation and the management’s judgement on the effectiveness and marketability of the collateral i

il
properties and customers’ capability of payment at the estimated valuation and the actual valuation may differ \‘\\\
from the estimation.

(v) Estimation of current tax and deferred tax !

The Group is subject fo income taxes in jurisdictions in which the group enfities operates. Significant judgement is
required in defermining the provision for income taxes. There are certain fransactions and calculations for which
the ultimate tax determination is subject to the final approval of annual tax retum the group entfities filed with the
relevant tax authorities. VWhere the final fax outcome is different from the amounts that were inifially recorded,

such differences will impact the income tax and deferred tax provisions in the period in which such defermination
is made.

6. SEGMENT INFORMATION

HKFRS 8, Operating Segments, required identification and disclosure of operating segment information based on
intfernal financial reports that are regularly reviewed by the chief operating decision maker of the Group, being the
executive directors of the Company, for the purpose of resources allocation and performance assessment. On this basis,
the Group has defermined that it only has one operating segment, which is the provision of financial leasing, small
loans, factoring and advisory services, as the executive directors review and assess the performance of the Group as a
whole. As this is the only operating segment of the Group, no further analysis for segment information is presented.

Geographical information

The Company is an investment holding company and the principal place of the Group's operation is in the PRC. For the
purpose of segment information disclosures under HKFRS 8, the Group regarded the PRC as its country of domicile. Al

the Group's revenue and non-current assets are principally atfributable to the PRC, being the single geographical
region.

The geographical location of customers is based on the location at which the services were provided. The tofal revenue
from external customers is mainly sourced from the PRC. The total revenue is disclosed in Note 7.
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Notes to the Consolidated Financial Statements (Continued)
For the year ended 31 December 2018

6. SEGMENT INFORMATION (continued)

Information about major customers
Revenue from external customers contributed to 10% or more of the Group's revenue is as follows:
One (2017: one) customer contributed to 10% or more of the Group's revenue for the year ended 31 December

2018. Revenue eamed from this customer amounted to approximately RMB26,103,000 for the year ended 31
December 2018 (2017: RMB42,275,000).

Other than as disclosed above, no other revenue from a single customer of the Group accounted for 10% or more of

fotal revenue of the Group for the year presented.

7. REVENUE AND OTHER INCOME

An analysis of the Group's revenue and other income is as follows:

2018 2017
RMB’000 RMB'000
; Revenue
| Inferest income from financial leasing 43,518 56,978
"‘: Inferest income from factoring 21,295 9,438
‘.h‘ Loan facilitation service income
i — Upfront loan facilitation service income 8,326 —
\.\w — Post loan facilitation service income 1,697 —
I 10,023 —
I Financial advisory services income
I — Financial leasing advisory services income 4,280 26,986
\\ — Other financial advisory service income 3,930 3,185
1 8,210 30,171
|
\\\ 83,046 96,587
|
‘u Other income
Bank interest income 238 1,346
Other taxes refund (Note) 5,181 —
Dividend income 1,206 —
Gain on disposal of property, plant and equipment 126 —
Sundry income 478 327
7,229 1,673

Note: The amount represented the one-off refund of excess input value added tax ("VAT'). Following the announcements issued by the China’s State
Council concerning the VAT, the Ministry of Finance and the State Administration of Taxation promulgated the implementation rules of (i) transition
from business tax to VAT and |ii) the change in VAT rates. Such changes were applied to several sectors including finance lease industry, and

hence the Group is entitled to the refund upon the application is approved by the relevant authorifies.
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For the year ended 31 December 2018

8. FINANCE COST

2018 2017
RMB’000 RMB’000
Inferest on bank and other borrowings 33,177 34,758
9. PROFIT BEFORE INCOME TAX
Profit before income tax is arrived at after charging:
2018 2017
RMB’000 RMB'000
Auditor's remuneration
— Audit services 833 579
— Non-audit services (Note) 1,028 1,021
1,861 1,600
Acquisition-related costs incurred (including auditor’s remuneration
for non-audit services) 2,269 —
Employee benefit expenses [including direcfors’” remuneration (Nofe 10))
— Salaries, allowances and benefits in kind 8,342 6,451
— Retirement benefit scheme contributions 1,304 933
— Equity settled share-based payment 2,040 —
11,686 7384
Equity setfled share-based payment (Nofe 34)
— Employee benefit expenses 2,040 —
— Consultancy fees 2,040 —
4,080 -
Foreign exchange difference, net 673 278

Note: Non-audit services for the year ended 31 December 2018 represented the services provided by the Company's auditor for acting as the
reporting accountants of the Company in relation fo the major and connected acquisition (2017: the services provided by the Company's auditor

for acting as the reporting accountants of the Company for the listing and the review services provided relating to interim results of the Group for

the six months ended 30 June 2017).
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Notes to the Consolidated Financial Statements (Continued)

For the year ended 31 December 2018

10. EMOLUMENTS OF DIRECTORS, CHIEF EXECUTIVE, FIVE HIGHEST PAID
INDIVIDUALS AND SENIOR MANAGEMENT

(a) Directors and chief executive emoluments

Defails of emoluments paid and payable by the entities comprising the Group to the directors of the Company

[including emoluments for his/her services as the employees/directors of the Group entities prior to becoming the

directors of the Company) during the year are as follows:

Equity
Salaries,  Retirement settled
allowances benefit share-
Directors’ and benefits scheme based
fees in kind contributions  payments Total
RMB'000 RMB'000 RMB'O00  RMB'O00 RMB'000
Year ended 31 December 2018
Executive directors
Mr. lo 506 - 15 - 521
Ms. Chan Shuk Kwan, Winnie
("Ms. Chan”) 506 - 15 - 521
Non-executive director
Mr. Xie Weiquan ["Mr. Xie"| 101 136 34 340 611
Independent non-executive directors
Mr. Ha Tak Kong ("Mr. Ha") 101 - - - 101
Mr. Ip Chi Wai ["Mr. Ip”) 101 - - - 101
Ms. Hung Siu Woon Pauline
("Ms. Hung”) 101 - - - 101
1,416 136 64 340 1,956
Year ended 31 December 2017
Executive directors
Mr. lo 521 — 16 — 537
Ms. Chan 521 — 16 — 537
Non-executive director
Mr. Xie 104 114 17 — 235
Independent non-executive directors
Mr. Ha 55 — — — 55
Mr. Ip 55 - - - 55
Ms. Hung 55 — - — 55
1,311 114 49 — 1,474
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10. EMOLUMENTS OF DIRECTORS, CHIEF EXECUTIVE, FIVE HIGHEST PAID
INDIVIDUALS AND SENIOR MANAGEMENT (Continued)

(a) Directors and chief executive emoluments (Continued)

Mr. Lo, one of the executive directors of the Company, is also the chairman and the chief executive officer of the
Group.

Mr. Ha, Mr. Ip and Ms. Hung were appointed as independent non-executive directors of the Company on 19
June 2017.

The executive directors’ emoluments shown above were for their services in connection with the management of

|
the affairs of the Company and the Group and the non-executive directors” emoluments shown above were for ‘\\
their services as directors of the Company or its subsidiaries. i

There was no arrangement under which a director waived or agreed to waive any remuneration for the year il

ended 31 December 2018 (2017: Nil). il

(b) Five highest paid individuals i

Of the five individuals with the highest emoluments in the Group, one (2017 two) was a director. The emolument
of the remaining four (2017: three) non-director individuals, three (2017 four) individuals whose remuneration fell ““
within the band of Nil to HK$1,000,000 (equivalent to approximately RMB843,000] and one (2017: Nil)

individuals whose remuneration fell within the band of HK$1,000,001 to HK$1,500,000 (equivalent to |
approximately RMB843,000 to RMB1,318,000) were as follows:

(c)

2018 2017

RMB’000 RMB'000

Salaries, allowances and benefits in kind 1,756 856
Retirement benefit scheme contributions 142 213
Equity seffled share-based payments 1,700 —
3,598 1,069

During the year, no emolument was paid by the Group fo any of the directors or the five highest paid individuals
lincluding directors and employees) as an inducement fo join or upon joining the Group or as compensation for

loss of office (2017: Nlil).

Senior management’s emoluments

The number of senior management [excluding the directors of the Company) whose remuneration fell within the

following bands is as follows:

2018 2017
RMB’000 RMB'000
Nil to HK$ 1,000,000 (equivalent to approximately RMB843,000) 3 4
HK$ 1,000,001 to HK$ 1,500,000 (equivalent to approximately
RMB843,000 to RMB1,318,000) 1 —
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11.INCOME TAX EXPENSE

2018 2017
RMB’000 RMB'000
The charge comprises:
Current tax for the year
— PRC Enterprise Income Tax (“EIT") 11,017 13,346
Deferred tax credited (Note 25) (464) —
10,553 13,346

The Group is subject fo income fax on an enfity basis on profits arising in or derived from the jurisdictions in which
entities in the Group are domiciled and operated.

Pursuant to the rules and regulations of the Cayman Islands and BVI, the Group is not subject to any income tax under
these jurisdictions.

No provision for Hong Kong profits tax has been made as the Group did not generate any assessable profits arising in

Hong Kong for the year ended 31 December 2018 (2017: Nil).

I PRC EIT is calculated ot 25% (2017: 25%) of the estimated assessable profits of subsidiaries operating in the PRC

except for a subsidiary of the Company as mentioned below. In accordance with relevant laws and regulations in the
m PRC, enterprises established in the Qianhai ShenzhenHong Kong Modem Services Indusiry Cooperation Zone (“Zone”)
i are eligible for a reduced EIT rate of 15%, provided that the enterprise is engaged in projects that fall within the
i Catalogue for EIT Preferential Treatments of the Zone. One of the subsidiaries is enfifled fo the 15% preferential tax rafe

! for the years 2018 to 2020.

I The income fax expense for the year can be reconciled to the accounting profit before income tax per the consolidated
\Q: statement of comprehensive income as follows:

“ 2018 2017
| RMB’000 RMB'000
!‘ Profit before income tax 33,559 39,734
Tax calculated af the rates applicable fo the tax jurisdiction concerned 8,557 10,999
Tax effect of nontaxable income (302) (29)
Tax effect of non-deductible expenses 2,289 2,376
Tax effect of fax losses nof recognised 9 —
Income fax expense 10,553 13,346
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For the year ended 31 December 2018

12. DIVIDENDS

The final dividend of HK3 cents per ordinary share of the Company, fotaling HK$4,320,000 (equivalent to
approximately RMB3,795,000) proposed dfter the reporting date, for the year ended 31 December 2018 was not

recognised as a liability at the reporting date. In addition, the final dividend is subject to the approval of the
shareholders of the Company ("Shareholders”) at the forthcoming annual general meetfing to be held on 31 May
2019.

13. EARNINGS PER SHARE

2018 2017
Profit attributable fo equity holders of the Company [RMB'000) 23,641 26,388
Weighted average number of ordinary shares for the purpose of
basic eamings per share (in ‘000) 144,000 124,175
Effect of dilutive potential ordinary shares — share options [in ‘000) 56 —
Weighted average number of ordinary shares for the purpose of
diluted earnings per share (in ‘000) 144,056 124,175

Basic eamings per share is calculated by dividing the profit aftributable fo equity holders of the Company by the
weighted average number of ordinary shares in issue during the year. For the year ended 31 December 2017, the
number of shares used for the purpose of calculating basic eamings per share has been refrospectively adjusted for the

issue of shares during the Reorganisation and the capitalisation issue of shares (Note 26(d)) as if the issuance of shares
had occurred on 1 January 2017.

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares outstanding fo
assume conversion of all dilutive potfential ordinary shares. The dilufive pofential ordinary shares of the Company are
share options [Note 34). The calculation of share options is defermined by the number of shares that could have been
acquired at fair value (defermined as the average annual market share price of the Company’s shares) based on the
monetary value of the subscription rights attached to the outstanding share options. The number of shares calculated as

above is compared with the number of shares that would have been issued assuming the exercise of the share options.

For the year ended 31 December 2018, the conversion of pofential ordinary shares in relation to the share option has

a dilutive effect fo the basic earnings per share. For the year ended 31 December 2017, the diluted earnings per share
were equal fo the basic eamings per share because the Company has no potential ordinary shares.
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For the year ended 31 December 2018

14. PROPERTY, PLANT AND EQUIPMENT

Notes to the Consolidated Financial Statements (Continued)

| Net carrying amount

Ik Additions
i Depreciation
i Exchange realignment

‘ Closing net carrying amount

| At 31 December 2018

Furniture
Leasehold and office Motor
improvements equipment vehicles Total
RMB'000 RMB’'000 RMB'000 RMB’'000
Year ended 31 December 2017
Opening net carrying amount 270 Q3 871 1,234
Additions 712 127 — 839
Depreciation (332) (25) (139) 490)
Exchange realignment 4 — 12) 2
Closing net carrying amount 654 195 730 1,579
At 31 December 2017
Cost 3,415 533 1,631 5,579
Accumulated depreciation (2,761) (338) (Q01) (4,000
654 195 730 1,579
i Year ended 31 December 2018
Opening net carrying amount 654 195 730 1,579
i Acquisition of a subsidiary (Note 30) 387 210 855 1,452
- 140 638 778
(256) (55) (190) (501)
24 2 25 51
809 492 2,058 3,359
Cost 3,838 889 2,495 7,222
Accumulated depreciation (3,029) (397) (437) (3,863)
Net carrying amount 809 492 2,058 3,359
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15. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

2018 2017
RMB’000 RMB'000
Prepayments 357 2,268
Deposits 689 350
Other receivables (Note] 1,307 85
i
2,353 2,703 t

Note: The balance included the amount of approximately RMB1,218,000 representing the receivables of one-off refund of excess input VAT that was
approved by relevant authorities (Note 7). The balance was subsequently received on 20 February 2019.

16.LOAN AND ACCOUNT RECEIVABLES

2018 2017
Notes RMB’000 RMB'000

Non-current assets
Financial leasing receivables (a), (e] 431,072 661,514
Factoring loan receivables (b), (e] 29,998 37,950
Small loans receivables (c), e 18,270 —
479,340 699,464
Less: Allowance for ECLs (7,200) —
472,140 699,464

Current assets
Financial leasing receivables (al), (e) 307,745 275,772
Factoring loan receivables (b), (e 202,698 172,074
Small loans receivables (c), (e) 568,607 —
Account receivables (d) 3,602 30
1,082,652 447 876
Less: Allowance for ECLs (78,452) —
1,004,200 447,876
Total loan and account receivables, net 1,476,340 1,147,340
ANNUAL REPORT 2018

99




Notes to the Consolidated Financial Statements (Continued)
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16. LOAN AND ACCOUNT RECEIVABLES (Continued)

Notes:
(a) Financial leasing receivables

For financial leasing receivables, the customers are obliged fo seftle the amounts according fo the terms set out in the relevant contracts, and must
acquire the leased assets at the end of the lease period. The period for financial leasing contract are normally ranging from 1 to 8 years (2017: 1.5
to 8 years).

The Group's financial leasing receivables are denominated in RMB which is the funcfional currency of the relevant group entity. The effective
interest rates of the finance leases range from 4.9% to 18.7% (2017: 5.4% to 15.3%) per annum as at 31 December 2018.

As at 31 December 2018, the Group's financial leasing receivables with net carrying amount of approximately RMB126,415,000 (2017:
RMB216,204,000) were carried at fixed-rate and the remaining balances of approximately RMB576,540,000 (2017: RMB721,082,000)
were carried at variable-rate.

Present value of minimum

Minimum lease payments lease payments
‘ 2018 2017 2018 2017
RMB’000 RMB'000 RMB’000 RMB'000
Financial leasing receivables comprise:
Within one year 345,012 324,652 307,745 275,772
| More than one year but not
I exceeding five years 459,336 710,367 431,072 651,837
I More than five years - 9,733 - 9,677
I
\w 804,348 1,044,752 738,817 937,286
m Less: Unearned finance income (65,531) (107,466) - —
|
l
m Present value of minimum lease payment 738,817 937,286 738,817 937,286
i
I
i\‘i
|
|
|
|
|
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16.LOAN AND ACCOUNT RECEIVABLES (Continued)

Notes: (Continued)
(a) Financial leasing receivables (Continued)

Financial leasing receivables are mainly secured by the leased assets which are equipment and machinery used in airline, medical,
manufacturing, green energy and other transportation industries, certain guarantees and customers’ deposits as disclosed in Note 19. Additional
collateral may be obtained from customers to secure their repayment obligations under financial leasing and such collateral include vehicle

licence. At the end of each reporting period, the carrying amounts of each of the categories of financial leasing receivables based on the

|
industries of the lessees are as follows: \Q
2018 2017 | \
RMB’000 RMB'000 “
|
Airline 540,157 667,045 il
Health care service provider 5,348 27,373 m‘
Energy saving equipment provider 9,591 2,299 \m\
Public utilities provider - 3,706 w\\
il
i
Others |
— logisfic service provider 5,867 29,802 “Hl
— Manufacturing (Note (i) 110,169 126,036 i
— Miscellaneous (Note {ii)) 67,685 81,025 |
|
738,817 937,286 ‘
Notes:

(i) The lessees which were manufacturers were mainly engaged in the production of electronic components and plastic modules.
(ii) Miscellaneous included corporate customers mainly engaged in telecommunication, electronic, hotel and property management industries.
(b) For the factoring loan receivables, the credit period granted to each of the customers is generally for a period of one year to two years (2017:

one year to two years). The effective inferest rate of the above factoring loan receivables is ranging from 7.2% to 12.0% (2017: 7.7% to 16.3%)
per annum as at 31 December 2018.

As at 31 December 2018, the factoring loan receivables were collateralised by the cusfomers’ accounts receivables with fair value of

approximately RMB34 1,800,000 (2017: RMB306,810,000).

() For the small loans receivables, it primarily represented the micro-credit loans and guaranteed loans granted fo the customers. The loan periods
granted fo each of the customers is generally for a period of one week fo five years (2017: Nil]. The effective interest rate of the above small
loans receivables is ranging from 8.0% to 27.8% (2017: Nil) per annum as at 31 December 2018.

Certain loan receivables are mainly secured by [i) real estates such as buildings with fair values of approximately RMB21,827,000 and (i)
movable properties such as motor vehicles with fair values of approximately RMB22,241,000.

(d) For account receivables, it comprises receivables in respect of upfront loan facilitation services (2017: financial advisory services). The account

receivables are recognised when the upfront loan facilitation services are rendered as this is the point in time that the consideration is

unconditional because only the passage of time is required before the payment is due. Revenue from such services is recognised based on the

price stipulated in the contracts. No element of financing is deemed present as the services are made with a credit period not more than one
week dfter revenue recognition.

(e) In the event of default by customers, the Group might sell the collaterals, hence the management of the Group monitors the market value of

collaterals o ensure the market values of collaterals at the end of reporting period are sufficient to cover the respective outstanding loan
receivables from customers.
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16.LOAN AND ACCOUNT RECEIVABLES (Continued)

The directors of the Company consider that the fair values of current portion of loan receivables which are expected to
be recovered within one year are not materially different from their carrying amounts because these balances have short
maturity periods on their inception. The fair value of the non-current portion of loan receivables has been calculated by
discounting the expected future cash flows using rates currently available for instruments with similar terms, credit risk
and remaining maturities. As such, the amortised cost of the non-current portion approximates its fair value.

Based on the maturity date sef out in the relevant confracts, ageing analysis of the Group's loan and account
receivables (after allowance for ECLs) as of each reporting date is as follows:

2018 2017

RMB’000 RMB'O00

0 to 30 days 110,010 60,478
31 to 90 days 187,546 80,951
Q1 to 365 days 706,644 306,447
Over 365 days 472,140 699,464
1,476,340 1,147,340

Simplified approach is applied to measure the lifetime ECL for certain of its loan receivables (loan receivables of direct
lease under HKAS 17 and loan receivables which are short term in duration [i.e. less than one year) and account

receivables] and the remaining loan receivables is measured on 12-m ECL basis unless there had been significant
increase in credit risk since initial recognition.

Allowance for ECLs on loans fo customers are estimated using a calculation model observable data as af the end of the
reporting period, including the difference between |i) the interest rates of interest charged by the Group for the loans,
and the PBOC benchmark lending rafes; and (i) administrative service cost of the Group. The Group has recognised
allowance for ECLs, representing approximately 5.5% of the gross carrying amounts, against all loan and account
receivables as af 31 December 2018 due fo the collective assessments which indicated that these receivables may not
be fully recoverable because of risks associated with the customers and the industries, in which the customers operate.
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16.LOAN AND ACCOUNT RECEIVABLES (Continued)

Upon the adoption of HKFRS 9, according fo the change in the level of credit risk compared with the level at inifial

adoption, loan and account receivables are classified info 12-m ECL and Lifetime ECL.

31 December 2018 1 January 2018
Present Present
value of value of
loan and loan and
account Expected Carrying account Expected Carrying
receivables credit losses amount | receivables credit losses amount
RMB'000  RMB'000  RMB’000 RMB'OO0  RMB'O0OO  RMB'000
12-m ECL 412,721 (16,756) 395,965 391,323 (9,001) 382,322
Lifetime ECL 1,149,271 (68,896) 1,080,375 756,017 (35,538) 720,479
1,561,992 (85,652) 1,476,340 | 1,147,340 (44,539) 1,102,801

The following is a credit quality analysis of loan and account receivables under HKFRS @. In the event that an instalment

repayment is overdue, the entire outstanding balance of loan and account receivables is classified as overdue.

2018

RMB’000

Neither overdue nor creditimpaired 1,465,953
Overdue but not creditimpaired

— overdue within 30 days 27,635

— overdue within 31 to Q0 days 7,047

Overdue and creditimpaired 61,357

1,561,992

Less: Allowance for ECLs (85,652)

1,476,340

As at 31 December 2018, the Group considers the past default experience of the debtors, general economic
conditions of the industry in which the debtors operate and an assessment of both the current as well as the forecast

directions of conditions as the reporting date, the Group has transferred the 12-m ECL of loan and account receivables
into lifetime ECL when there was significant increase in credit risk.
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16.LOAN AND ACCOUNT RECEIVABLES (Continued)

The following is a credit quality analysis of loan and account receivables under HKAS 39. In the event that the
instalment repayment is overdue, only the balance of this instalment is classified as overdue.

2017

RMB'000

Neither overdue nor impaired 1,133,935
Overdue within 30 days 5516
Overdue 30 to Q0 days 3,996
Overdue above 90 days 3,893
1,147,340

loan and account receivables which were neither past due nor impaired related to o wide range of customers for
whom there was no recent history of default.

As at 31 December 2017, the Group reviewed and assessed for impairment individually based on customers’ payment
history and the values of the assets pledged. loan and account receivables that were past due but not impaired relate
;‘ fo customers that have good track record with the Group. Based on past experience, the directors of the Company
I were of the opinion that no provision for impairment was necessary in respect of these balances as there had not been
a significant change in credit quality for these customers and the balances were still considered fully recoverable.

I Movement of allowances for ECLs on loan and account receivables under HKFRS 9 are as follows:

it Lifetime ECL Lifetime ECL

I — not credit — credit
I 12-m ECL impaired impaired Total
\\: RMB'000 RMB'000 RMB’000 RMB’'000
\ As at 1 January 2018 — — — —
“ Effect arising from adoption of HKFRS @
| (Note a) (Note 3) ?,001 25,023 10,515 44,539
?u
\ Changes in the loss allowance:
Transferred to Lifetime ECL
— not credit impaired — — — —
Transferred to Lifetime ECL
— credit impaired — — — —
(Credited)/Charged to profit or loss
(Note b) (18] (15,5606] 17,468 1,884
Acquisition of a subsidiary 7,773 9,625 21,831 39,229
As of 31 December 2018 16,756 16,082 49,814 85,652
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16.LOAN AND ACCOUNT RECEIVABLES (Continued)

Notes:

(a]

Following the adoption of HKFRS 9 on 1 January 2018, the impairment loss has been assessed using ECL method, with no resfatement to prior
period comparatives. Refer to Note 3 for information on the adoption of HKFRS 9.

(b

There has been no change in the esfimation techniques or significant assumptions made during the year in assessing the loss allowance for the
loan and account receivables.

The analysis of creditimpaired loans of the Group was as follows:

Gross carrying Allowance Net carrying Value of
amount for ECLs amount collaterals
RMB'000 RMB'000 RMB'000 RMB'0O00
Financial leasing receivables 33,256 (26,935) 6,321 47 401
Small loans receivables 28,101 (22,879) 5,222 11,450
61,357 (49,814) 11,543 58,851
Analysis of the gross carrying amount by the Group's infernal credit rating and year ended classification:
2018
RMB’000
Performing 917,276
Doubtful* 583,359
Default 61,357
1,561,992

Included in this balance, although the financial leasing customer with balance of approximately RMB540, 157,000 is currently able to service the

loans and interests, its repayment may be adversely affected by specific factors. If these factors continue, its ability to repay will be seriously
affected.

found in Note 33.

Information about the loan and account receivables and the Group's exposure to credit risk and interest rate risk can be

In relafion to the Group's financial leasing receivables, the Group has taken legal actions against three customers with
regards to the overdue instalment repayment. As at 31 December 2018, the total balance of outstanding principal and
interest was amounted to approximately RMB32,105,000, of which approximately RMB14,616,000 was considered
as overdue instalment. Up to the date of this report, there was no final decision made by the court in respect of the
legal proceedings. The directors of the Company, dfter taking the legal advice into consideration, were of the view that

the balances could be fully recovered by the way of enforcement measurement according fo the Civil Procedure Law of
the People's Republic of China.
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16. LOAN AND ACCOUNT RECEIVABLES (Continued)

On 19 March 2018, the Group entered into certain factoring agreements with certain financial insfitutions and
cusfomers in relation fo financial leasing receivables of the total balance of outstanding principal and inferest amounting
fo approximately RMB33,056,000, of which approximately RMB7,702,000 had been overdue as at 31 December
2017 but no impairment provision was made. Under the arrangements, the Group assigned the financial leasing
receivables fo the financial insfitufions in exchange for payment by the financial insfitutions for the acquisition of the
financial leasing receivables owned by the Group without recourse. During the year, the financial institutions had fully
seftled such balance.

17. AMOUNTS DUE FROM/(TO) RELATED PARTIES/ULTIMATE HOLDING
COMPANY

The amounts due were non-rade in nature, unsecured, interest free and repayable on demand.

The maximum outstanding amounts due from related companies were shown as follow:

Maximum
outstanding
' during the year
I Name of related companies 2018 2018 2017
"“{ RMB’000 RMB’000 RMB'000
! RYIELEEERAT 298 286 -
\'\\H FYELYEERERAT 4 4 -
\\n‘
i 290 _
i

\ 18.CASH AND CASH EQUIVALENTS

Cash at banks eams interest at floating rates based on daily bank deposit rates. The bank balances are deposited with
\ creditworthy banks with no recent history of default.

As af 31 December 2018, the Group has cash and cash equivalents denominated in RMB amounting to approximately
RMB60,015,000 (2017: RMB25,217,000) respectively and were kept in the PRC. RMB is not freely convertible info
other currencies and the remittance of funds out of the PRC is subject fo exchange restrictions imposed by the PRC
government.
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19. DEPOSITS FROM FINANCIAL LEASING CUSTOMERS

2018 2017
RMB’000 RMB'O00
Non-current liabilities
Deposits from financial leasing customers 25,543 34,380
Current liabilities
Deposits from financial leasing cusfomers 5,880 200

Customers' deposits are collected and calculated based on a certain percentage of the entire value of lease confract.
The deposits are returned to the customers in portion over the lease period or in full by end of lease period according to
the terms of lease contracts. VWhen the lease contract expires, the lessor must return the full lease deposits to the lessee.
The balance of the customers” deposits can also be applied and used fo sefile any outstanding lease payments for the
corresponding lease contract. There was no unguaranteed residual value of leased assets and no confingent rent

arrangement that need to be recognised in all years.

20. ACCRUALS AND OTHER PAYABLES

2018 2017
Notes RMB’000 RMB'000
Accruals a 11,569 1,049
Other payables b 5,639 923
17,208 2,872

Notes:

(a]

During the year ended 31 December 2018, the Group had made provisions for social insurance and housing provident fund in accordance with

the Social Insurance law and Regulations on the Management of Housing Provident Fund of the PRC, amounting to RMB8,216,000 (2017:
RMB308,000) as at 31 December 2018. These provisions had not yet been paid as at 31 December 2018.

(b

The balance as at the reporting date represented the other tax payables.
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21.CONTINGENT CONSIDERATION PAYABLE

As at 31 December 2018, the balance represented the confingent consideration in relation fo

Shenzhen Haosen.

the acquisition of

2018 2017
RMB’000 RMB'000

Confingent consideration payable, af fair value
Acquisition of a subsidiary (Note 30), analysed as 35,784 —
Current liabilities 19,600 —

Non-current liabilities

— More than one year, but not exceeding two years 16,184 -
35,784 —

The acquisition agreement requires the Group to pay the Vendor (defined below| additional consideration of up to
RMB39,200,000 in cash depending on whether Shenzhen Haosen's profit after tax meefs specified targets.
RMB35,784,000 represents the estimated fair value of this obligation at the reporting date.

The potential undiscounted amount of all future payments that the Group is required to make under this arrangement is
approximately RMB39,200,000. The contingent consideration was valued by Roma Appraisal Limited (‘Roma”), an
independent and registered professional firm of valuers, as at 24 December 2018, by using the probabilistic approach
with possible scenarios under different financial forecasts and adjusted by the estimated discount rate. The subsequent

changes in fair value of contingent consideration is to be recognised in the profit or loss.

The inputs into the valuation were as follows:

As at date of
acquisition
and year end
date
RMB'000

Profit condition sef by the Vendor for the year ended 31 December 2018
Profit condifion sef by the Vendor for the year ending 31 December 2019
Projected profit affer fax of Shenzhen Haosen for the year end 31 December 2018

Projected profit affer fax of Shenzhen Haosen for the year ending 31 December 2019
Discount rate

14,000
16,000
15,293
18,164
11.4%

The fair value of the confingent consideration payable as at date of acquisition, i.e. 24 December 2018, was

estimated to be approximately the fair value as at 31 December 2018.
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21.CONTINGENT CONSIDERATION PAYABLE (Continued)

The fair value of the contingent consideration payable, classified as level 3, was defermined using the probabilisfic
approach and significant unobservable inputs are as follows:

Significant unobservable inputs Relation of unobservable inputs with the fair value

Probability of each possible scenario of  The higher probability of better financial performance, the higher fair
financial performance of Shenzhen value of the contingent consideration, and vice versa.
Haosen

Discount rafe The higher discount rate, the lower fair value of the confingent

consideration, and vice versa.

22.DEFERRED INCOME

Deferred income from the financial leasing business is amortised and recognised as revenue using effective interest
method over the lease period.

23.BANK AND OTHER BORROWINGS

2018 2017
RMB’000 RMB’000
Bank borrowings — secured*:
Within one year 252,351 117,569
More than one year, but not exceeding two years 149,020 147,569
More than two years, but not exceeding five years 256,600 393,868
More than five years - Q.677
Other borrowings — unsecured
Within one year 50,244 —
708,215 668,683
Less: Amount shown under current liabilities (302,595) (117,569)
Amount shown under non-current liabilities 405,620 551,114

The amounts due are based on scheduled repayment dates set out in the respective loan agreements.

As at 31 December 2018, the Group's bank borrowings were variablerate borrowings which carried annual interest
per annum ranging from 105% to 110% (2017: 105% to 110%) of the benchmark rate offered by the PBOC and the
other borrowings carried annual interest of 16% per annum (2017: Nil). As at 31 December 2018, the effective
interest rates of the Group's secured bank borrowings were ranging from 5.0% to 8.2% (2017: 4.5% to 5.0%) per
annum and that of the unsecured other borrowings was 16% (2017: Nil).
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23.BANK AND OTHER BORROWINGS (continued)

As at 31 December 2018, all (2017: all) of the Group’s bank borrowings were secured by charges over certain
leased assets and financing leasing receivables except for one bank borrowing amounting to RMB 100,000,000 (2017:
Nil) which were secured by charges over one property with fair value of approximately RMB74,975,000 (which is
jointly owned by Mr. Lo and his wife) and one property with fair value of approximately RMB32,903,000 (which is
owned by Mr. Wang Jiansen, brother of a shareholder of a related company) and jointly guaranteed by a related
company, Mr. Lu Nuan Pei ("Mr. Lu"), Mr. Lo's sibling, who is the ultimate controlling party of the related company and
his wife, with an aggregate amount up to RMB100,000,000.

As at 31 December 2018, the Group's unsecured other borrowing was jointly guaranteed by a related company and

Mr. Lu (with an aggregate amount up to RMB150,000,000).

24. PROMISSORY NOTE

2018 2017
RMB’000 RMB'000
Acquisition of a subsidiary (Note 30) 75,846 —
Analysed as:
Non-current liabilities —
“ More than two years, but not exceeding five years 75,846 —
\

To setile part of the consideration relating to the acquisition of a subsidiary, the Group issued a promissory nofe with
il principal face value of RMB 109,690,000 which is unsecured, carries interest of 3.5% per annum and will mature in a
! 60-month term in favour of the Vendor (as defined below) (or its nominee). Under the ferms of the promissory note, the
I Company may redeem all or part of the outstanding principal amount of the promissory note at any time between the
issue dafe and the day prior fo the maturity date.

N The promissory notfe is separated info their two components at initial recognition: the liability component and the
derivative component. In the opinion of directors of the Company, the fair value of the derivative component is
insignificant and hence the derivative component is not separately accounted for.

On inifial recognition, the fair value as at the date of acquisition (i.e. 24 December 2018) is determined by Roma by
using discounted cash flow method which based on the present value of the confractual siream of future cash flows
discounted at the effective interest rate of 11.9% to 12.1% per annum, taking info account (i) interest rafe determined
with reference to the yields of China 5-year government bonds and treasury bills; (i) credit spread determined with
reference to the premium compensated from the market comparables with the same credit rating as the Company; and {iii)
country risk determined with reference fo the default spread of the PRC.

After initial recognifion, the promissory nofe is measured af amortised cost with the effective interest method. The fair
value of the promissory nofe as af the date of acquisition (i.e. 24 December 2018), was esfimated fo be approximate
the carrying amount as at 31 December 2018.
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25.DEFERRED TAX ASSETS
Allowance
for ECLs
RMB’'000
At 31 December 2017 —
Initial adoption of HKFRS @ (Note 3) 11,135
At T January 2018 11,135
Credited to profit or loss (Note 11) 464
Acquisition of a subsidiary (Note 30) 9,807
As at 31 December 2018 21,406

Under the EIT Law, withholding tax of 10% is imposed on dividends declared in respect of profits eamed by the
subsidiaries in the PRC from 1 January 2008 onwards. Deferred tax liabilities have not been provided for in the
consolidated financial statements in respect of temporary differences attributable to the retained profits of the subsidiaries |
in the PRC amounting fo approximately RMB 171,356,000 as at 31 December 2018 (2017: RMB118,477,000) as

the Group is able to control the fiming of the reversal of the temporary differences and the directors of the Company

considered that the subsidiaries in the PRC will not distribute any dividend in the foreseeable future.
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26.SHARE CAPITAL

Number of
ordinary shares Amount
HK$'000
Ordinary shares of HK$0.01 of each
Authorised:
At 1 January 2017 39,000,000 390
Increase in authorised share capital (note b) 19,961,000,000 199,610
At 31 December 2017 and 31 December 2018 20,000,000,000 200,000
Number of
ordinary shares Amount
RMB'000
Issued and fully paid:
At 1 January 2017 1,000 —*
Issue of shares upon Share Offer (nofe c) 36,000,000 312
Capifalisation issue of shares (nofe d) 107,999,000 936
At 31 December 2017 and 31 December 2018 144,000,000 1,248

Notes:

(a]

(o]

(d]

Amount less than RMB1,000

The Company was incorporated as an exempted company with limited liability in the Cayman Islands on 10 December 2015 with the authorised
share capital of amount of HK$390,000 divided into 39,000,000 ordinary shares of HK$0.01 each, of which one share was allotted and
issued at HK$0.01 to the initial subscriber on 10 December 2015, which was subsequently on the same date transferred to Wealthy Rise, the
ultimate holding company of the Group which is wholly and beneficially-owned by Mr. Lo, the executive director of the Company.

Pursuant fo the written resolutions of the shareholders passed on 19 June 2017, conditional on the conditions as set out in the section headed "Structure
and Conditions of the Share Offer” in the Prospectus, the authorised share capital of the Company was increased from HK$390,000 to
HK$200,000,000 by creation of an additional 19,961,000,000 shares to rank pari passu with the existing shares.

On 21 July 2017, 36,000,000 ordinary shares of HK$0.01 each of the Company were issued at a price of HK$5.56 by way of Share Offer.
On the same date, the Company's shares were listed on the Exchange. Out of the proceeds, an amount of HK$360,000 (equivalent to
approximately RMB312,000) representing the par value of the shares of the Company, were credited to the Company’s share capital. The

remaining amount of the proceeds of HK$ 199,800,000 (equivalent to approximately RMB173,142,000), before issue expenses, were credited
to the share premium account.

Pursuant fo the written resolutions of the shareholders passed on 19 June 2017, upon the share premium account of the Company being credited
as a result of the Share Offer of the Company's shares, the directors of the Company were authorised fo capitalise an amount of approximately
HK$ 1,079,000 (equivalent to approximately RMBY36,000) standing to the credit of the share premium account of the Company and applied in
paying up in full at par a total of 107,999,000 shares for allotment and issue to the shareholders of the Company (the “Capitalisation Issue”), all
of which shall rank pari passu in all respects with the exisfing shares. The Capitalisation Issue was completed on 21 July 2017.
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Defails of the movements on the Group's reserves are as set out in the consolidated statement of changes in equity.

(i) Share premium

Share premium account of the Group represents the excess of the proceeds received over the nominal value of
the Company's shares issued.

(ii) Share-based payment reserve

Share-based payment reserve represents the portion of grant date fair value of unexercised share options of the
Company.

(i) Exchange reserve

The exchange reserve comprises all foreign exchange differences arising from the franslation of the financial
statements of foreign operations.

(iv) Other reserve

Other reserve represents the difference between issued share capital of the Company issued during the
Reorganisation, and the aggregate value of the respective share capital/paid-in capital of the companies now
comprising the Group and the amount of advances from ultimate holding company capitalised. During the year,
the negative goodwill of approximately RMB21,34 1,000 arising from the acquisition of subsidiary (Nofe 30)
with the Vendor (as defined below) which is under control of Mr. Lo's sibling was deemed as capital contribution
from equity participants and credited to other reserve.

(v) Statutory surplus reserve

In accordance with the Company Law of the PRC, the Company's subsidiaries registered in the PRC are required
to appropriate 10% of the annual statutory profit affer tax (after offsetting any prior years' losses) determined in
accordance with generally accepted accounting principles in the PRC to the statutory surplus reserve until the
balance of the reserve fund reaches 50% of the entity's registered capital. The sfatutory surplus reserve can be
utilised to offset prior years' losses or 1o increase capital, provided the remaining balance of the statutory surplus
reserve is nof less than 25% of registered capital.
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28. FINANCIAL INFORMATION OF THE COMPANY
2018 2017
Notes RMB’000 RMB'000
ASSETS AND LIABILITIES
Non-current assets
Property, plant and equipment 496 735
Investments in subsidiaries (a) 413,605 400,659
414,101 401,394
Current assets
Prepayments and deposits 321 264
Due from a director (b) - 4,521
Cash and cash equivalents 1,100 14,971
1,421 19,756
'f Current liabilities
"j‘ Accruals 905 529
I Due to ultimate holding company (b) - 63
&'r Due fo subsidiaries (b) 13,384 12,566
1
i
\\\\\i 14,289 13,158
m
\\ w Net current (liabilities)/assets (12,868) 6,598
!
I Net assets 401,233 407,992
i
I
\ EQUITY
| Share capital 26 1,248 1,248
‘ Reserves (c) 399,985 406,744
Total equity 401,233 407,992
These financial statements were approved and authorised for issue by the Board of Directors on 26 March 2019 and
were signed on ifs behalf by

Lo Wai Ho Xie Weiquan

Executive Director Non-executive Director
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28.FINANCIAL INFORMATION OF THE COMPANY (Continued)

(a) Investments in subsidiaries
2018 2017
RMB’000 RMB'000
Unlisted equity investments (Nofe 36(al) 413,605 400,659
(b) The balances were unsecured, inferest free and repayable on demand.
(c) Reserves
Proposed Share-based
final Share payment Exchange Other  Accumulated
dividend premium reserve  reserve  reserve losses Total
RMB'000 RMB'000 RMB'O00 RMB'O00 RMB'000 RMB'000  RMB'000
(Note)
At 1 January 2017 — — — (30) 269,153 (885) 268,238

Comprehensive expense:

Loss for the year — — — — — (19,080) (19,080)
Other comprehensive expense:

Exchange differences arising on

translation of functional currency — — — 6,137) — — 6,137) ‘
If
— — — [6,137) — (19,080) (25,217 |
Transaction with equity holders of the
Company
Issue of shares upon Share Offer
[Note 26(c)) — 173,142 — — — — 173,142
Capitalisation issue of shares
[Note 26(d)) — (9306) — — — — (@306)
Expenses incurred in connection
with issue of shares — (8,483 - — - - (8,483
At 31 December 2017 and
1 January 2018 — 163,723 — [6,167) 269,153 (19,965) 406,744
Comprehensive expense:
Loss for the year — - - - — (12,299)  (12,299)

Other comprehensive expense:
Exchange differences arising on
franslation of functional currency — — — 1,460 — — 1,460

- - 1,460 - (12,299)  {10,839)

Transactions with the equity holders of
the Company:
Equity sefiled share-based

Transactions (Note 34) — - 4,080 — — — 4,080

- - 4,080 - — - 4,080

Proposed final dividend (Nofe 12) 3,795  (3,795) — — — — —
At 31 December 2018 3,795 159,928 4,080 (4,707) 269,153 [32,264) 399,985

Note: Other reserve represents the difference between the net asset value of the subsidiaries acquired and the nominal value of the share capital
of the Company issued in exchange thereof pursuant fo the initial listing on the Main Board of the Exchange.
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29. OPERATING LEASE ARRANGEMENTS

The Group had future minimum rental payments under non-cancellable operating leases of the Group in respect of
properties with certain related parties (Note 31) and independent third parties at the reporting period as below:

2018 2017

RMB’000 RMB’'000

Within one year 4,126 993
Within two to five years 4,214 1,573
8,340 2,566

The Group leases certain properties under operating lease. As at 31 December 2018, leases generally run for an
initial period of one to five (2017: one to three) years. None of the lease include any contingent rentfs.

30. ACQUISITION OF A SUBSIDIARY

On 9 May 2018, the Group enfered info a capital increase agreement with a related company, a company in which
Mr. Lu, the sibling of Mr. Lo, is the controlling shareholder, (the “Vendor”) under which the Group agreed to make a
cash contribution of RMB32,000,000 for increase of the registered capital of Shenzhen Haosen which represented 8%
equity interest in Shenzhen Haosen. Further, pursuant fo the acquisition agreement dated 22 August 2018, the Group
h conditionally agreed to acquire and the Vendor conditionally to sell 47% of the issued share capital of Shenzhen
I Haosen in accordance with the terms and condifions of the acquisition agreement.

il Upon the completion of acquisition on 24 December 2018, the Group owned an aggregate of 55% equity inferests in
i Shenzhen Haosen which was accounted for as a indirectly nonwholly owned subsidiary. Shenzhen Haosen is
I principally engaged in the provision of small loans in Shenzhen.

| In accordance with the acquisition agreement, the consideration comprised of (i) inifial purchase price of
“j‘ RMB47,010,000 to be setled in cash and (i) 3.5% inferest bearing promissory note with principal amount of
RMB 109,690,000 and a term of 60 months.

The Group has agreed to pay additional contingent consideration fo the Vendor in relation to the financial performance
of Shenzhen Haosen for the year ended 31 December 2018 and the year ending 31 December 2019. In case of
Shenzhen Haosen met the minimum profit condition (audited net profit after tax prepared according fo the PRC
accounting standard) of RMB 14,000,000 ("2018 Profit Condition”) and RMB 16,000,000 ("2019 Profit Condition”)
for the year ended 31 December 2018 and the year ending 31 December 2019 respectively, the fotal consideration
should be adjusted upward up by RMB39,200,000. However, in the event of failure to satisfy the 2018 Profit
Condition, but 2019 audited profit is not less the sum of the amount of the 2019 Profit Condition and the shortfall in
the amount of the 2018 Profit Condition, the consideration shall be adjusted upwards by RMB39,200,000.
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30. ACQUISITION OF A SUBSIDIARY (Continued)

Nofes RMB'O00
Cash consideration
— First subscription on @ May 2018 32,000
— Acquisition on 22 August 2018 47,010
Promissory notes 24 75,846 \
Confingent consideration payable 21 35,784 \
|
Total cost of the acquisition 190,640 \
|
The allocation of the purchase consideration to Shenzhen Haosen's identifiable assets and liabilities acquired is \t“
determined with reference to the valuation results of Shenzhen Haosen as at 24 December 2018 issued by Roma. \\‘
\\
The fair value of the identifiable assets and liabilities arising from the acquisition is calculated as follows: .\\\
i
|
2018 !
Notes RMB’000 |
Property, plant and equipment 14 1,452 “‘1‘
Deferred tax assets 25 9,807 f‘:
Loan receivables 547,648 |
Prepayments, deposits and other receivables 508
Amounts due from related parties 251
Tax recoverable 410
Cash and cash equivalents 4,415
Amount due to a related party (838)
Accruals and other payables (14,136)
Dividend payable fo non-controlling interests (13,768)
Bank and other borrowings (150,329)
385,420
Less: Non-controlling interests (173,439)
Net assets acquired 211,981
Total consideration transferred (190,640)
Cain on bargain purchase recognised in the statement of changes in equity 21,341
Cash consideration paid (79,010)
less: Cash and cash equivalents balances acquired 4,415
Net cash outflow arising from acquisition (74,595)
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30. ACQUISITION OF A SUBSIDIARY (Continued)

31

The gain arising from acquisition is recognised in the consolidated statfement of changes in equity as deemed
confribution from equity participants as the Company and Shenzhen Haosen are under the control of the Mr. Lo, the
ultimate shareholder of the Company, and his sibling, respectively.

Acquisitionrelated costs amounting to approximately RMB2,269,000 (Note 9) have been excluded from the
consideration transferred and have been recognised as an expense in the current year, within the “Other operating
expenses” line ifem in the consolidated statement of comprehensive income.

Since ifs acquisition, Shenzhen Haosen did not contribute any revenue or net profit to the Group for the period from 24

December 2018 to 31 December 2018.

Had the combination been taken place on 1 January 2018, the revenue and the net profit of the Group for the year
ended 31 December 2018 would have been RMB 168,986,000 and RMB30,900,000 respectively. This pro forma
information is for illustrative purpose only and are not necessarily an indication of revenue and results of operations of
the Group that actually would have been achieved had the acquisition been completed on 1 January 2018, nor are
they intended to be a projection of future results.

The fair value of the acquired loan receivable was approximately RMB547,648,000. The gross contractual amount of

the loan receivable was approximately RMB585,913,000, of which approximately RMB38,265,000 is expected to

be uncollectable.

RELATED PARTY TRANSACTIONS

Save as disclosed elsewhere in the consolidated financial statements, the Group had the following transactions with
related parties during the year:

(a) Transactions with related parties

2018 2017
Notes RMB’000 RMB'O00
Operating lease expense paid to a related company (i), (i) 577 499
Building management fee paid to a related company (i) 283 205
Hospitality expense for functions in the hotel
paid fo a related company (i) 263 270
Notes:

(i) Mr. Lo's sibling, Mr. Lu, is the ultimate controlling party of the related companies.

(ii) Operating lease payments of approximately RMB577,000 (2017: RMB499,000) were paid to a related company of the Group during
the year ended 31 December 2018. The operating leases were charged at approximately RMB55,650 (2017: RMBA43,650) per month
and the lease terms will be expired by 30 June 2023, and no future minimum lease payments under non-cancellable operating lease in
respect of such properties (2017: Nil) as at 31 December 2018.

In the opinion of the directors of the Company, the transactions listed above between the Group and the
aforementioned related parties were conducted in the ordinary and usual course of business.

All of the above related party fransactions also constitute continuing connected transactions as defined in Chapter
14A of the Listing Rules. The above transactions are exempted from the reporting, annual review, announcement
and independent shareholders” approval requirements pursuant to Rule 14A.33 of the Listing Rules.
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31.RELATED PARTY TRANSACTIONS (Continued)

(b) Compensation of key management personnel

Key management personnel are those persons holding positions with authority and responsibility for planning,
directing and confrolling the activities of the Group, directly or indirectly, including the members of the board of
directors and senior management of the Company. Key management personnel remuneration are as follows:

2018 2017 \

RMB’000 RMB'000 ‘;\

Directors’ fees 1,416 1,311 ‘\\

Salaries, allowances and benefits in kind 1,603 1,050 ‘)

Refirement benefit scheme contributions 307 294 \
Equity-seftled share-based payment 680 — I
\
4,006 2,655 i

32. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments as af the end of each reporting period are as

119

follows: J:‘“
As at 31 December “
2018 2017
RMB’000 RMB'000
Financial assets
At amortised costs
Financial leasing receivables 702,955 937,286
Factoring loan receivables 224,086 210,024
Small loans receivables 545,766 —
Account receivables 3,533 30
Deposits and other receivables 1,996 435
Cash and cash equivalents 61,201 55,973
1,539,537 1,203,748
Financial liabilities
At amortised costs
Deposits from financial leasing cusfomers 31,423 34,580
Due fo related parties 845 1,646
Due fo ultimate holding company - 4,327
Accruals and other payables 3,789 2,872
Dividend payable to non-controlling interests 13,768 —
Bank and other borrowings 708,215 668,683
Promissory note 75,846 -
At fair value
Confingent consideration payable 35,784 —
869,670 712,108
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33. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The main risks arising from the Group's financial instruments in the normal course of the Group's business are interest
rafe risk, credit risk and liquidity risk.

Financial risk management is coordinated at the Group's headquarters, in close co-operation with the board of
directors. The overall objectives in managing financial risks focus on securing the Group's short to medium ferm cash
flows by minimising its exposure fo financial markets. Llong term financial investiments are managed to generate lasting
refurns with acceptable risk levels.

It is not the Group's policy fo actively engage in the trading of financial instruments for speculative purposes. The
management manages and monitors these exposures to ensure appropriate measures are implemented on a timely and
effective manner.

Interest rate risk

Cash flow interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate because of changes
in market interest rates. The Group is exposed to cash flow interest rate risk in relation to variable-rate financial leasing
receivables, bank balances, bank and other borrowings (see Notes 16(a), 18 and 23 for details of these financial

instruments respectively). The Group takes on exposure to the effects of fluctuation in the prevailing levels of market
inferest rates on the cash flow risks.

The Group is also exposed fo fair value inferest rate risk in relation fo fixed-rate financial leasing receivables and
factoring and small loans receivables and promissory note (see Notes 16(a), (b) and 24 for defails of these financial
instruments). The Group does not have a fair value inferest rate hedging policy.

i Management monitors the related inferest exposure closely fo ensure the interest rafe risks are maintained af an
I acceptable level. The level of mismatch of interest rate repricing that may be undertaken is monitored closely.

I Sensitivity analysis
I The sensitivity analysis below has been determined based on the exposure to interest rates for variable-rate financial
! leasing receivables, bank balances and bank and other borrowings.

The sensitivity analysis was determined assuming that the change in interest rates had occurred at the end of each

reporting period and had been applied to variable-rate financial instruments at that date. 100 basis points increase or
| decrease represents management's assessment of a reasonably possible change in interest rates of financial leasing
receivables and bank and other borrowings over the period until the end of next reporting period.

The following tables indicates the approximate change in the profit after income tax in response to reasonably possible
changes in inferest rafes to which the Group has exposure af the end of each reporting period.
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33. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Interest rate risk (Continued)

Sensitivity analysis (Continued)

[a) If the benchmark interest rates of the variable rate financial leasing receivables at the end of each reporting
period had been 100 basis points higher/lower and all other variable were held constant, the potential effect on
the Group's profit after income tax are as follows:

2018 2017
RMB’000 RMB’000 RMB'000 RMB'000
+1% -1% +1% -1%
Increase/|decrease] in profit for
the year and refained profits 4,324 (4,324) 5,408 (5,408)
(b)

If inferest rates of bank balances at the end of each reporting period had been 50 basis points higher/lower and

all other variable were held constant, the potential effect on the Group's profit after income tax are as follows:

2018 2017
RMB’000 RMB’000 RMB'000 RMB'000
+1% -1% +1% -1%
Increase/(decrease) in profit for
the year and refained profits 228 (228) 210 (210)

(c)

If the benchmark interest rates of the variable rate bank and other borrowings at the end of each reporting period

had been 100 basis points higher/lower and all other variable were held constant, the potential effect on the

Group's profit after income tax are as follows:

2018 2017
RMB’000 RMB’000 RMB'000 RMB’'000
+1% -1% +1% -1%
(Decreasel/increase in profit for
the year and refained profits (4,892) 4,892 5,015) 5015
ANNUAL REPORT 2018

121




Notes to the Consolidated Financial Statements (Continued)
For the year ended 31 December 2018

33. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)
Credit risk

Credit risk refers to the risk that a customer or counterparty will default on its contractual obligations resulting in financial
loss to the Group. The Group considers all elements of credit risk exposure such as counterparty default risk and sector
risk for risk management purposes.

The Group’s maximum exposure to credit risk in the event of the counterparties failure to perform their obligations at the
end of each reporting period in relation to each class of recognised financial assets is the carrying amount of those
assets stated in the consolidated statements of financial position.

The Group is exposed fo credit risk in relation fo its financial leasing receivable, factoring loan receivables, loan and
accounts receivables.

Group’s exposure to credit risk before adoption of HKFRS 9 since 1 January 2018

The Group's credit risk is primarily the risk of the loan receivable unable to meet its confractual obligation.

The Group implemented standardised management procedures over the processes of project target customers selection,
the project due diligence and application, project credit review and approval, postlending monitoring, management of
non-performing receivables and other aspects. Through implementation of relevant credit risk management policies and
procedures, the optimisation of the portfolio of receivables, the Group is able to fimely and effectively identify, monitor
and manage ifs pofential credif risks.

l Changes in the economic environment will have an impact on the Group's receivables, and the adverse effects will
I increase the possibility of losses incurred by the Group. The business development, risk management department in
il charge of different industries are responsible for the management of credit risks, and periodically report on the quality of
i assets to the management of the Company.

I Group's exposure to credit risk after adoption of HKFRS 9 since 1 January 2018

I The Group's credit risk is primarily the risk of the receivable unable to meet its contractual obligation. The Group’s main
I\ income generating activity is supply the financing services to customers and therefore credit risk is a principal risk. The
W Group considers all elements of credit risk exposure such as counterparty default risk and sector risk for risk management
\ purpose.

(i) Credit risk management
The Group manages, limits, and controls the concentration of credit risk and, as far as possible, avoid risks
concentration on single customer and industry. Analysis of the Group’s financial leasing receivables by indusiry
sectors are set forth in Note 16.

The Group manages customer limifs to optimise the credit risk structure. The Group performs pre-project analysis
of the customers’ ability to repay the principal and interest, real time supervision of the actual repayment status
during the projects fo manage the credit risk.
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33. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Credit risk (Continued)

(i)

(ii)

Credit risk management (Continued)

Other specific management and mitigation measures include:

Guarantee and collateral

The Group has developed a series of policies to mitigate credit risk, including obtaining collateral, pledge,
security deposit and guarantee from an enterprise or individual.

According fo the relevant PRC laws and regulations, the Group as the owner of the assefs, has the right to

establish usufructuary right and security interest over the assefs. Therefore, the laws protect the Group's effective
right. In the event of default, the Group is enfiled fo refrieve the asset.

In addifion, the Group requests a third party guarantee or collateral from certain customers, depending on the
cusfomers' credit status and credit risk degree. The management evaluates the capability of the guarantor, the
ownership and value of the morigage or pledge and the feasibility fo realise the morigage or pledge.

Measurement of ECLs

Significant increase in credit risk

As explained in Note 3, the Group monitors all financial assets that are subject o impairment requirements fo
assess there has been a significant increase in credit risk since initial recognition. If there has been a significant
increase in credit risk, the Group will measure the loss allowance based on lifetime rather than 12-m ECL.

Internal credit risk ratings

In order to minimise credit risk, the Group monitors the credit risk exposure individually for certain financial assets
with significant balances. Moreover, the Group has tasked its risk management department to develop and
maintain the Group's credif risk grading to categorise exposures according to their degree of risk of default. The
credit rating information is based on a range of data that is determined to be predictive of the risk of the risk of
default and applying experienced credit judgement. The nature of the exposure and type of customers are taken

info account in the analysis. Credit risk grades are defined using qualitative and quantitative factors that are
indicative of risk of default.

The credit risk grades are designed and calibrated to reflect the risk of default as credit risk deteriorates. VWhen
the credit risk increases, the credit grades may be changed and result in the increase of the risk of default. Each
countferparty is categorised fo a credit risk grade at initial recognition, based on the available information about
the counterparty. All exposures are monitored and the credit risk grade is updated 1o reflect the latest information.

The Group uses credit risk grades to defermine whether there has been significant increase in credit risk. The

Group gathers performance and default information about the customers’ credit risk exposures, with reference o
the type of assets under the financing arrangement.

The Group presumes that the credit risk on a financial asset has increased significantly since initial recognition

when contractual payments are more than 30 days past due unless the Group has reasonable and supportable
information that demonstrates otherwise.
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33. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Credit risk (Confinued)

Measurement of ECLs (Continued)
Internal credit risk ratings (Continued)

The Group has monitoring procedures in place to make sure that the criteria used to identify significant increase
in credit risk are effective, meaning that significant increase in credit risk is identified when the asset becomes 30

days past due. The Group performs periodic back-testing of its rating to consider the drivers of credit risk that led
to default were accurately reflected in the rafing in a timely manner.

Incorporation of forward-looking information

The Group uses forward-ooking information that is available without undue cost or effort in its assessment of
significant increase in credit risk as well as in its measurement of ECL. The Group uses the external information

including economic data and forecasts published by goverment bodies and monetary authorities, such as GDP
growth rafes, unemployment rates, efc.

Measurement of ECL

As explained above, the ECLs are estimated using a calculation model using observable data as at the end of the
reporting period, including the difference between (i) the effective interest rates of interest charged by the Group
for similar categories of the loans and the PBOC benchmark lending rates; (i) administrative service cost of the
Group; and [iii] the weighting of the loan receivables under different categories of loan receivables at each of the

reporting dates. The forward looking information including GDP growth rates, unemployment rates would be also
incorporated in the calculation, when applicable.

The following table shows the Group's credit risk grading framework (with the allowance of ECLs):

Account Other
receivables/ financial assets/
Category  Description direct lease other items
Performing  For financial assets where there has low risk of default Lifetime ECL 12-m ECL
or has not been a significant increase in credit risk ~ — not credit
since initial recognition and that are not credit impaired
impaired
Doubtful For financial assets where there has been a significant  Lifetime ECL Lifetime ECL
increase in credit risk since inifial recognition but that — not credit — not credit
are not credit impaired impaired impaired
Default Financial assefs are assessed as credit impaired when  Lifetime ECL Lifetime ECL
one or more evenfs that have a defrimental impact on — credit — credit
the estimated future cash flows of that asset have  impaired impaired
occurred
Write-off There is evidence indicating that the debtor is in severe  Amount is written  Amount is written
financial difficulty and the Group has no redlistic  off off

prospect of recovery
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33. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)
Credit risk (Continued)

Relevant information with regard fo the exposure of credit risk and ECls for receivables as at 31 December 2018 are
set out in Notes 16.

The Group's exposure under financial leasing and factoring loan receivables were secured by the leased assets, “
collaterals, cerfain guarantees and customers’ deposits as disclosed in Note 16. The Group does not hold any
collaterals nor receive any guarantees in respect of the other loan receivables and account receivables.

The Group's maximum exposure to credit risk is primarily affributable to loan and account receivables. As at 31 ::\
December 2018, 36.4% (2017: 57.5%) and 47.2% (2017: 65.2%) of the total loan and account receivables was

due from the Group's largest customer and the five largest customers respectively. The directors of the Company il
considered the credit risk from this concentration was not significant as these counterparties were sizable companies l::\
with sound financial position and all their oufstanding balances were secured by the leased assets. The Group has \1\\\\
endeavoured to develop new cusfomers to diversify and strengthen the customers base to reduce the concentration of “\\
credit risk. In order to minimise the credit risk, the Group has closely monitored the recoverability of the advances to I

these counterparties, including ensuring that adequate collateral is received from these counterparties and taken !
effective measures to ensure timely collection of outstanding balances.

The Group always recognises simplified approach and recorded lifetime ECLs for the financial leasing receivables and

account receivables and contract assets (it any| that result from fransactions within the scope of HKFRS 15 and the ECL
on these assets are assessed individually for debtors with significant balances.

For deposits and other receivables, the Group has applied the general approach in HKFRS 9 to measure the loss

allowance at 12-m ECL, since there has not been a significant increase in credit risk since initial recognition for the
deposits and other receivables.

The credif risk on bank balances is minimal as the counterparties are mainly banks with high creditratings assigned by
international creditrating agencies.
Liquidity risk

Liquidity risk relates fo the risk that the Group will not be able to meet obligations associated with its financial liabilities.
In the management of the liquidity risk, the Group monitors and maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group's operations and mitigate the effects of fluctuations in cash flows.
The management monitors the utilisation of bank loans and ensures compliance with loan covenants.
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33. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

LIqUIdIfy risk (Continued)

The following tables details the Group's remaining contractual maturity for ifs financial assets and financial liabilities.
The table has been drawn up based on the undiscounted cash flows of financial assets and financial liabilities and the
earliest date on which the Group can be required to pay. The table includes both interest and principal cash flows.

Total
Less than 3 31012 1to5 Over 5 undiscounted  Carrying
On demand months months years years  cash flows amount

RMB'000  RMB'000  RMB'000  RMB’000  RMB'000  RMB'000  RMB’000

At 31 December 2018
Financial assets
Lloan and account

receivables 61,039 313,274 778,812 510,246 - 1,662,371 1,476,340
Deposits and other

receivables 1,996 - - - - 1,996 1,996
Cash and cash equivalents 61,201 - - - - 61,201 61,201
Total financial assets 124,236 312,274 778,812 510,246 — 1,725,568 1,539,537

Financial liabilities
Deposits from financicl

leasing customers - - 5,880 25,543 - 31,423 31,423
Due to related parties 845 - - - - 845 845
Accruals and other payables 3,789 - - - - 3,789 3,789
Dividend payable to

non-controlling interests 13,768 - - - - 13,768 13,768
Contingent consideration

payable - - 19,600 19,600 - 39,200 35,784
Bank and other borrowings - 53,499 288,885 434,725 - 777,109 708,215
Promissory note - - 3,839 125,047 - 128,886 75,846
Total finance liabilities 18,402 53,499 318,204 604,915 - 995,020 869,670

Financial assets over

financial liabilities 105,834 258,775 460,608 (94,669 - 730,548 669,867
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33. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

LIqUIdlfy risk (Continued)
Total
less than 3 31012 Ttob Over 5 undiscounted ~ Carrying
On demand months months years years  cash flows amount

RMB'OOO ~ RMB'OOO  RMB'0O00  RMB'O00 ~ RMB'OOO  RMB'O0OO  RMB'000

At 31 December 2017 \
Financial assets

Lloan and account

receivables 14,507 146,422 352,558 749,267 Q733 1,272,487 1,147,340 t\
Deposits and other m
receivables 435 — — — - 435 435 il
Cash and cash equivalents 55,973 — — — — 55,973 55,973 ‘\\\\\
‘M\\\

Total financial assets 70,915 146,422 352,558 749,267 Q733 1,328,895 1,203,748 il

Financial liabilities I
Deposits from financial

leasing customers — — 200 34,380 — 34,580 34,580 w
Due to related parties 1,646 — — — — 1,646 1,646 |
Due fo ultimate holding

company 4,327 — — — — 4,327 4,327
Accruals and other payables 2,872 — — — — 2,872 2,872
Bank and other borrowings — 35,841 105,548 583,031 Q796 734,216 668,683
Total finance liabilities 8,845 35,841 105,748 617,411 Q796 777641 712,108

1

Financial assets over

financial liabilities 62,070 110,581 246,810 131,856 [63) 551,254 491,640

Foreign currency risk

The Group mainly operated in the PRC with most of the transactions seffled in RMB and did not have significant
exposure to risk resulting from changes in foreign currency exchange rates.

Fair VCIIUG measurement

(i)  Financial instruments not measured at fair value
Except for the below, the directors of the Company consider that the carrying amounts of financial assets and
financial liabilities recorded at amortised cost in the consolidated statement of financial position approximate to
their fair values.
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33. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Fair value measurement (Continued)

(ii) Financial instruments measured at fair value

The fair value of financial assets and financial liabilities is determined based on discounted cash flow analysis.

The following table presents the carrying value of the Group's financial instruments measured at fair value across
the three levels of the fair value hierarchy defined in HKFRS 13 “Fair Value Measurement” with fair value of each

financial instrument categorised in its entirety based on the lowest level of input that is significant to that fair value
measurement. The levels are defined as follows:

level 1:  fair values measured using quoted prices (unadjusted) in active markets for identical financial
instruments.

level 2:  fair values measured using level 2 inputs i.e. observable inputs which fail to meet level 1, and not
using significant unobservable inputs. Unobservable inputs are inputs for which market data are not
available.

level 3:  fair values measured using significant unobservable input.

2018
Level 1 Level 2 Level 3
RMB’000 RMB’000 RMB’000

Financial liabilities at fair value through profit or loss

— contingent consideration payable - - 35,784

There were no financial instruments measured at fair value as at 31 December 2017. There were no transfers
between the three Levels during the year and in last year.
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Pursuant to a resolution passed by the Company’s shareholders at the annual general meeting held on 4 July 2017, the
Company adopted a share option scheme (the “Scheme”).

Particulars of the Scheme are set out bellows:

Purpose of the Scheme

The purpose of the Scheme is fo provide incentives and rewards fo eligible participants for their contribution fo the
Group and enable the Group tfo atfract and refain the employees of appropriate qualifications and with necessary
experience to work for the Group in which any member of the Group holds any equity interest.

Participants of the Scheme

The board of directors of the Company or a duly authorised committee thereof, may, of its discrefion, grant options to
any full time or part time employee (including any executive and non-executive director or proposed executive and non-
executive director) of the Group (the “Employees”), business partner, agent, consultant, contractor, representative of any
member of the Group, invested entity, client or supplier, advisor, any other group or classes of participants and
shareholder who have contributed to the Group (collectively the “Participants”), to subscribe for shares of HK$0.01
each in the share capital of the Company in accordance with the provisions of the Scheme.

Total number of shares available for issue under the Scheme

Under the Scheme, the maximum number of shares which may be issued upon exercise of all outstanding options
granted and vyet fo be exercised under the Scheme shall not exceed 30% of the share capital of the Company in issue
from time fo time. No options may be granted under the Scheme if the grant of such option will result in the limit being
exceeded. Subject to the approval of the Company's shareholders, the aggregate number of the Company's shares
which may be issued upon exercise of all outstanding options granted and yet to be exercised under the Scheme shall
not exceed 30% of the Company's shares in issue from time fo time.

Maximum entitlement of each participant

No Parficipants shall be granted an option if total number of shares issued and fo be issued upon exercise of the
options granfed and to be granted (including both exercised, cancelled and outstanding options) in any 12-month
period up fo and including the date of grant to such Participant would exceed in aggregate 1% of the shares for the
fime being in issue unless the proposed grant has been approved by the shareholders of the Company in general
meeting with the proposed grantee and his associates abstaining from voting.

Share options granted to a director or substantial shareholder of the Company, or to any of their associates, are subject
fo approval in advance by the independent non-executive directors of the Company. In addition, any share options
granfed fo a substantial shareholder or an independent non-executive director of the Company, or fo 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 price of the Company's shares at the date of the grant) in excess of HK$5 million, within any 12-month period,
are subject to shareholders’ approval in advance in a general meefing.
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Period within which the share must be taken up under an option

An option may be exercised in accordance with the terms of the Scheme at any time during a period as the Board may
determine which shall not be more than one years from the date of grant of the option subject to the provisions of early
termination thereof and the board of directors may provide restrictions on the exercise of an option during the period an
oplion may be exercised.

Amount payable upon acceptance of the option and the period within which the
payment must be made

HK$1.00 shall be paid within 21 days from the date of offer of the option.

Basis of determining the exercise price of the option
The exercise price for Shares under the Scheme shall be a price determined by the board of directors, but in any case

will not be less than the highest of:

(1) the closing price of the shares as stated in the Stock Exchange's daily quotations sheet on the date of the offer,
which must be a trading date;

(2)  the average closing price of the shares as stated in the Stock Exchange's daily quotations sheets for the five
trading immediately preceding the date of the offer; or

(3)  the nominal value of a share.

Remaining life of the Scheme

The Scheme shall be valid and effective for a period of 10 years from the date of adoption (i.e. 19 June 2017 and
ending on 18 June 2027), after which no further options will be granted but the provisions of the Scheme shall remain
in force fo the exfent necessary fo give effect to the exercise of any options granted or exercised prior to otherwise as
may be required in accordance with the provision of the Scheme.
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For the year ended 31 December 2018

34.EQUITY-SETTLED SHARE-BASED PAYMENTS (Continued)

Defails of share options granted under the Scheme are as follows:

Share options

by grant date
4 July 2018
Number of ordinary shares issued upon exercise: |
— Direcfor 360,000 |
— Senior management 360,000 w:\:“
— Employees 1,440,000 “‘\\\
— External consultants 2,160,000 \::\\\
Exercise price HK$6.02 ‘:::\\
[equivalent fo RMB 5.09) |
Confractual option term One vear ‘\N\\
Expiry date 4 July 2019 "‘\\IN

I
For the share options granted, neither vesting conditions nor vesting period were imposed on the grantees fo exercise
their share options.

The Group does not have a legal or constructive obligation fo repurchase or seffle the options in cash.

During the year ended 31 December 2018, share-based payment expense of RMB4,080,000 for the share option

scheme was recognised in the consolidated statement of comprehensive income (2017: Nil) (Nofe @) with a
corresponding credit in share-based payment reserve.

Defails in the exercise prices and the movement of number of share options outstanding and exercisable as at 31
December 2018 are as follows:

Number of share options

Exercise price As at Granted Lapsed/ As at

per share  Equivalent 1 January during the Forfeited during 31 December

Grant date option HK$ to RMB 2018 year the year 2018
4 July 2018 6.02 5.09 — 4,320,000 — 4,320,000

The external consultants were engaged fo advise on the business expansion through strategic development in the money
lending business as well as the potential acquisition. In the opinion of the directors of the Company, the fair value of

services cannot be measured reliably and the Group should measure the services rendered the external consultants by
reference o the fair value of share options granfed.
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34.EQUITY-SETTLED SHARE-BASED PAYMENTS (Continued)

The fair values of employee services received in refurn for share options granted are measured by reference to the fair
value of share options granted. The fair value is determined by the directors of the Company with reference fo the

valuation performed by an independent valuer, GW Financial Advisory Services limited using the Black-Scholes option
pricing model and significant inputs info the model were as follows:

Share options

by grant date

4 July 2018

Expected volafility 46.87%
Expected option life 1 year
Expected dividend yield 0.00%
Annual riskfree interest rate 1.784%

The expected volatility reflects the assumption that the historical volatility of future trends, adjusted for any expected
changes to future volatility based on publicly available information, which may also not necessarily be the actual
outcome. No other feature of the options was incorporated info the measurement of the fair value.

The variables and assumptions used in estimating the fair value of the share options were the directors’ best estimates
Change in subjective input assumptions can materially affect the fair value.

I 35.CAPITAL MANAGEMENT

The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern while
i

maximising the refurn to equity holders of the Company through the optimisation of the debt and equity balance. The
\\\\” Group's overall strategy remains unchanged from prior year.
\

The capital structure of the Group consists of bank and other borrowings as sef out in Note 23, cash and bank
balances and total equity, comprising equity attributable to equity owners of the Company and non-controlling inferest.
(|

“ The directors of the Company review the capital structure on a regular basis. As part of this review, the directors
| consider the cost of capital and the risks associated with each class of capital. Based on recommendations of the
directors, the Group will balance its overall capital structure through new share issues and raise of new borrowings.
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36. PARTICULARS OF SUBSIDIARIES OF THE COMPANY

(a) General information of subsidiaries

As at the date of this report, the Company has direct or indirect interests in the following subsidiaries, all of which
are private companies with limited liability, the particulars of which are set out as bellows:

*

Place of Particulars of issued Aﬂ.rib!nable
incorporation/ and fully paid-up share equity inferest
Name of the company establishment capital/registered capital 2018 | 2017 Principal activifies
Directly held
Welthy Way Holdings Limited BVI 100 ordinary shares of 100% | 100% Investment holding
US$1 each
Indirectly held
China Wealthy Way Group Limited Hong Kong Ordinary shares of 100% | 100% Investment holding
(FEZEREARAT) HK$274,579,569
Welthy Way Inemational Finance Limited Hong Kong Ordinary shares of HK$2 100% | 100% Investment holding

(EEERERARAF)

Wealthy Way (China] Finance Lease Limited The PRC
(EE(TEREEEERAT)

Shenzhen Welthy Way Finance Services Limited The PRC
(R EEERRHERAA"

RSB ERAREARAR The PRC
["SZ leasing’)

Wedlthy Way Commercial Factoring Limited The PRC
(RYFEEEXREBRAT

Wedlth Way Information Technology Limited The PRC
(RYFEBERMEARAR

Shenzhen Haosen Credit Joint Stock Limited The PRC
["Shenzhen Haosen')

(RYImER N EEFRDBRAF

RMB333,330,000

RMB13,000,000

[Note a)

RMB100,000,000

(Note b

RMB400,000,000 [Note c)

100% | 100% Provision of financial leasing,
foctoring and advisory services

100% | 100% Provision of financial advisory
services

100% | 100% Not yet commenced business

100% — Provision of factoring
100% — Provision of loan facilitation services
55% — Provision of small loans

The English name of the subsidiaries established in the PRC represent management's best effort at translating the Chinese name of such

subsidiaries as no English name has been regisfered.

Note:

[a)

(b

c)

SZ leasing is a wholly-owned enterprise with an operating period of 30 years commencing from 11 September 2014. SZ leasing's
registered capital amounted to RMB1,000,000. As at 31 December 2018, no registered capital of SZ Lleasing has been paid-up and
the Group therefore had an outstanding investment commitment of RMB 1,000,000 in SZ Leasing (2017: RMB1,000,000).

Wealth Way Information Technology Limited is a wholly-owned enterprise with an operating period of 30 years commencing from 12
July 2018. Wealth Way Information Technology Limited 's registered capital amounted to RMB10,000,000. As at 31 December 2018,
no registered capital of Wealth Way Information Technology Limited has been paid-up and the Group therefore had an outstanding
investment commitment of RMB 10,000,000 in Wealth Way Information Technology Limited.

During the year, the Group acquired 55% equity interests of Shenzhen Haosen. Further details of this acquisition are disclosed in Note 30

to the consolidated financial statements.
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36. PARTICULARS OF SUBSIDIARIES OF THE COMPANY (Continued)
(b) Partly-owned subsidiary with material non-controlling interests
Financial information of Shenzhen Haosen which is the only subsidiary of the Group which has a material non-
controlling interest is summarised below. The amounts disclosed are before any infercompany elimination:
RMB’000
NCI percentage 45%
As at 31 December 2018
Current assets 537,842
Non-current assets 24,827
Current liabilities (178,660)
Non-current liabilities -
Net assets 384,009
Carrying amount of NCI 172,804
|
[
i For the year ended 31 December 2018
I Revenue 85,940
m Profit for the year 7,894
m Total comprehensive income for the year 7,894
I
\
‘\\\ Loss allocated to NCI (635)
\
1
i Dividend paid to NCI (13,768)
~a
\
| For the year ended 31 December 2018
| Cash flows used in operating acfivifies (108,950)
\“\ Cash flows used in investing activities (184)
\‘ Cash flows generated from financing activities 100,000
Net cash outflows (9,134)
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37.RECONCILIATION OF LIABILITIES ARISING FROM FINANCIAL ACTIVITIES

The fable below details changes in the Group's liabilities from financing activities, including both cash and non-cash
changes. liabilities arising from financing activities are liabilities for which cash flows were, or future cash flows will be,
classified in the Group's consolidated statement of cash flows as cash flows from financing activities:

Due to Due to ultimate

related holding Bank and other  Promissory
parties company borrowings note Total ‘
RMB’000 RMB’000 RMB'000 RMB'000 RMB’000 |
(Note 17) (Note 17) (Note 23) (Note 24) i
At 1 January 2018 1,646 4327 668,683 674656 l
il
Changes from financing cash i
flows: I
Repayment fo related parties (1,639 — — — (1,639) il
Repayment fo ultimate holding il
company — (4,327) — — (4,327) il
Proceeds from bank loans — — 8,300 — 8,300 ‘,\H
Repayment of bank loans — — (119,097) - [119,097) H‘
Inferest paid on bank loans — — (33,177) — (33,177) ‘
Other changes:
Interest expenses (Note 8) — — 33,177 — 33,177
Acquisition of a subsidiary
(Note 30) 838 — 150,329 75,846 227013
Total change (8071) (4,327) 39,532 75,846 110,250
Exchange adjustments — — — — —
At 31 December 2018 845 — 708,215 75,846 /84,906
At 1 January 2017 3,200 4,653 359,436 — 367,989
Changes from financing cash
flows:
Repayment fo related parties (2,070) — — — (2,070)
Proceeds from bank loans — — 450,000 — 450,000
Repayment of bank loans — — (140,753) — (140,753)
Interest paid on bank loans — — (34,758) — (34,758
Other changes:
Interest expenses (Note 8) — — 34,758 — 34,758
Total change (2,070) — 309,247 — 307,177
Exchange adjustments (184) (326) — — (510)
At 31 December 2017 1,646 4,327 668,683 — 674,656
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Financial Summary

The following is a summary of the published results and assets and liabilities of the Group for the last four financial years
prepared on the basis set out in the nofes below.
RESULTS
Year ended 31 December
2018 2017 2016 2015 2014
RMB’000 | RMB'OOO  RMB'OOO  RMB'O0OO  RMB'000
Revenue 83,046 96,587 71,243 53,457 35,545
Profit before income tax 33,559 39,734 42,215 34,297 29,353
Income tax expense (10,553) (13,3406) (12,655) (9,558 (7,599)
Profit for the year from continuing operations 23,006 26,388 29,560 24,739 21,754
Profit for the year from discontinued operations - — — — 336
Profit attributable to the owners of the Company 23,641 26,388 29,560 24,739 22,090
|
[

I ASSETS AND LIABILITIES

i As at 31 December

\\\i 2018 2017 2016 2015 2014

\\\‘ RMB'000 | RMB'OOO  RMB'OOO  RMB'000  RMB'O0O
|

‘.. Total assets 1,565,359 | 1,207,505 696,034 629,517 303,103
| Total liabilities 888,910 | 721,094 397,170 365313 63,474

\\\ 676,449 | 486,501 208,864 264,204 239,629

| Equity atiributable to the owners of the Company 503,645 | 486,501 208,864 264,204 239,629
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