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ACTING CHAIRLADY’S STATEMENT

REXFEHSE

RESULTS

The Group was exposed to enormous threats and pressure over the
challenging environment and market during 2018. For the domestic
market condition, the policies and reforms in China triggered rising
costs of domestic enterprises amid changing international market
conditions, the second half of the Year witnessed a significant impact
on the domestic economy and consumer sentiment, while consumer
spending and various economic indicators demonstrated a sign of
economic slowdown. Our Group commenced some clothes trading
in the fourth quarter of 2018 in the overseas market. However,
the overseas market was also subject to unstable macroeconomic
environment arising from the friction between China and the United
States escalated from the trade issues to a full-scale conflict as against
changing complicated landscapes in global politics and economy.

Under these unfavourable market conditions, the Group recorded
revenue of approximately RMB250.7 million for the Year, representing
a decrease of approximately 7.8% on a year-on-year basis, and the
gross loss margin of the Group’s products was immaterial to be only
approximately 0.02%, representing a decrease of approximately
6.08% points over the previous year. Loss attributable to owners
of the Company for the Year decreased significantly from loss of
approximately RMB732.8 million in 2017 to loss of approximately
RMB369.3 million in 2018, representing a decrease of approximately
49.6% as compared with the last year, which was mainly attributable
to the substantial decrease in gross loss as just mentioned, the
substantial decrease in general and administrative expenses resulted
from less impairments made during the Year. Sales of fabrics
decreased significantly from approximately RMB271.9 million for the
year ended 31 December 2017 to approximately RMB227.2 million
for the year ended 31 December 2018. The Group commenced a
new business of shoes and clothes trading in the fourth quarter of
the Year which contributed sales of trading of shoes and clothes
of approximately RMB23.5 million. The name of the Company was
changed from Wang Tai Holdings Limited to Moody Technology
Holdings Limited which represented a new milestone of the Group.
In the future, the Group will not only enhance the operations of
principal business of sales of fabrics, but also develop a number of
business activities like clothes trading which will bring the Group into
a fast growing business entity.
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OUTLOOK

The existing principal business of sales of fabrics and yarns was
worsening during the past few years as they were subject to
unfavourable macroeconomic environment and continuous
unsatisfactory market condition. In March 2018, a new team of
directors joined the Company to understand the Group's situation
and continuously find the niche to improve the principal business
of manufacturing and sales of fabrics. However, the result of the
change of the management was not obvious as the industry seemed
to be difficult to turn around in the short time duration. The principal
business of manufacture and sale of fabrics will still be carried on but
the Board will attempt to smooth out the operations by adoption of
appropriate strategies from time to time.

After the name of the Company was changed from Wang Tai
Holdings Limited to Moody Technology Holdings Limited during
2018, the management of the Group desires to provide a fresh image
and take every opportunity to develop new potential businesses
which will bring forth the Group into a new milestone. Clothes
trading was commenced in the fourth quarter of 2018 which will
generate higher income to the Group. As mentioned in the Acting
Chairlady’s statement, the international political and macroeconomic
environments were unstable, the management must take caution to
commence any business. The new team of directors need time and
resources to understand the problems of the existing Group, find
the means to resolve the problems and look for changing the Group
into a fast growing business entity. The Group’s resources were very
limited. The management will strive for more resources from the
market and work hand-in-hand with the stakeholders to support the
Group in order to relieve the current difficult position.

Looking forward to 2019, the textile industry is expected to
continuously face challenges and uncertainties. The Group will still
keep the principal business, but the Group will also explore any
new businesses at the same time. The clothes trading to the Asian
countries will grow continuously in this forthcoming year.
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CORPORATE INFORMATION
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BOARD OF DIRECTORS

Executive directors

Mr. Lin Qingxiong (Chairman resigned on 17 April 2018
but still as an executive director)

Mr. Wu Jianxiong (Appointed as independent non-executive director
on 29 March 2018, re-designated as executive director
on 21 August 2018 and as chairman on 11 April 2019)

Ms. Li Jia Yin (Appointed on 29 March 2018, re-designated as
Acting Chairlady on 21 August 2018
and resigned on 11 April 2019)
Mr. Li Dongfan (Appointed as executive director on 17 April 2018
and resigned on 21 August 2018)
Mr. Tao Tao (Appointed as executive director on 17 April 2018
and resigned on 21 August 2018)
Mr. Yan Ximao (Appointed as executive director on 21 September 2018
and resigned on 21 November 2018)

Mr. Su Yichao (Appointed as executive director on 21 September 2018
and resigned on 21 November 2018)

Mr. Zou Biao (Appointed as executive director
on 11 April 2019)

Independent non-executive directors

Mr. Chan Sui Wa

Mr. Liu Shungang (Appointed on 29 March 2018)

Mr. Lin Yugang (Appointed on 21 August 2018)

Mr. Wu Jianxiong (Appointed as independent non-executive director
on 29 March 2018, re-designated as executive director
on 21 August 2018)

AUDIT COMMITTEE

Mr. Chan Sui Wa (Chairman)

Mr. Liu Shungang (Appointed on 29 March 2018)

Mr. Lin Yugang (Appointed on 21 August 2018)

Mr. Wu Jianxiong (Appointed as independent non-executive director
on 29 March 2018, re-designated as executive director
on 21 August 2018)

REMUNERATION COMMITTEE

Mr. Liu Shungang (Chairman appointed on 29 March 2018)

Mr. Chan Sui Wa

Mr. Lin Yugang (Appointed on 21 August 2018)

Mr. Wu Jianxiong (Appointed as independent non-executive director
on 29 March 2018, re-designated as executive director
on 21 August 2018)
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NOMINATION COMMITTEE
Mr. Lin Yugang (Chairman appointed on 21 August 2018)

Mr. Chan Sui Wa

Mr. Liu Shungang (Appointed on 17 April 2018)

Mr. Wu Jianxiong (Appointed as independent non-executive director
on 29 March 2018, re-designated as executive director
on 21 August 2018)

REGULATORY COMPLIANCE COMMITTEE

Ms. Li Jia Yin (Chairlady appointed on 17 April 2018 and
resigned on 11 April 2019)

Mr. Wu Jianxiong (Appointed on 17 April 2018)

Mr. Siu Kai Chun (Resigned as Company Secretary on 21 December
2018 but still as Chief Financial Officer)

COMPANY SECRETARY

Mr. Siu Kai Chun (Resigned as Company Secretary on 21 December
2018 but still as Chief Financial Officer)

Mr. Tsang Ho Yin LLB, BComm, LLM, PCLL
(Appointed on 29 January 2019)

AUTHORISED REPRESENTATIVES

Ms. Li Jia Yin (Appointed on 17 April 2018 and
resigned on 11 April 2019)

Mr. Siu Kai Chun (Resigned on 21 December 2018)

Mr. Wu Jianxiong (Appointed on 21 December 2018)

AUDITOR

World Link CPA Limited
Certified Public Accountants
5/F., Far East Consortium Bldg,
121 Des Voeux Road Central,
Central

Hong Kong

PRINCIPAL BANKERS

Bank of China (Hong Kong) Limited

Bank of Communications

Bank of Quanzhou

China Merchants Bank, Quanzhou Shishi Branch
Nanyang Commercial Bank, Limited

Rural Commercial Bank of Shishi

Standard Chartered Bank (Hong Kong) Limited
CMB Wing Lung Bank
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REGISTERED OFFICE
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

HEADQUARTERS IN CHINA
Wubao Science and Technology Park
Hongshan Town

Shishi City

Fujian

China

PLACE OF BUSINESS IN HONG KONG
39th Floor, Gloucester Tower

The Landmark

15 Queen’s Road Central

Central

Hong Kong

PRINCIPAL SHARE REGISTRAR
Conyers Trust Company (Cayman) Limited
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR

Tricor Investor Services Limited
Level 22

Hopewell Centre

183 Queen’s Road East

Hong Kong

COMPANY'’S WEBSITE

www.texitm.com

STOCK CODE
The Stock Exchange of Hong Kong Limited: 1400
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MANAGEMENT DISCUSSION AND ANALYSIS

OVERVIEW

During the Year, the Group recorded revenue of approximately
RMB250.7 million, representing a decrease of approximately 7.8% as
compared with the last year, and loss attributable to owners of the
Company increased from loss of approximately RMB732.8 million in
2017 to loss of approximately RMB369.3 million in 2018, representing
a decrease of approximately 49.6% as compared with last year. The
decrease in revenue was mainly attributable to decrease in demand
for the fabric products. The decrease in net loss attributable to owners
of the Company was mainly due to decrease in impairments.

INDUSTRY REVIEW

During the Year, the PRC economy was at the stage of transformation
with structural adjustment, showing increasing downward pressure.
The growth of GDP for the year was only 6.6%. Negatively affected
by the macro economy, the Chinese textile industry was also under
growing pressure, featuring a shift in growth drivers, continuous
adjustments and an overall stable performance.

According to the statistics released by the China Cotton Textile
Association, the production volume of fabrics increased by 1.43%
to approximately 70.55 billion meters in 2018. This demonstrated a
slowing down production volume of textile products in 2018 mainly
because of sluggish demand from the garment manufacturing
customers.

In terms of the raw materials, as the cotton policy has been reformed
by the PRC government drove cotton prices being increasingly market-
oriented and narrowed the gap between domestic and overseas
prices, coupled with the growth in end-user spending, cotton prices
showed an improving trend. According to the Cotton A Index, the
average price for cotton in China during the Year was approximately
RMB16,000 per ton, representing a year-on-year decrease of
approximately 1.34%. Overseas cotton prices also increased due
to stronger demand. The average global market price for cotton,
according to the Cotlook A Index, was approximately US$82.4 cents
per pound, representing a year-on-year decrease of approximately
1.34%. In the long run, the narrowing gap between domestic and
overseas cotton prices will help improve the overall competitiveness of
China’s exporting textile manufacturing industry.
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BUSINESS REVIEW

During 2018, as the domestic cotton price was on a decline path due
to weak recovery of the global economy, sluggish textile demand and
impact from imported textile products, the selling price of China’s
textile products decreased accordingly, narrowing down the gross
profit margin of textile products of the Group.

Revenue of the Group mainly comprises sales of grey and dyed
garment fabrics as well as trading of cloths. During the Year, sales
of fabrics represented 90.6% of the Group’s total revenue for the
Year, amounting to approximately RMB227.2 million, representing a
decrease of approximately 16.4% when compared to the revenue of
last year. The Group’s production capacities were similar to the last
year's level whereas the utilisation rate decreased given the decreasing
of sales volume. For the year ended 31 December 2018 the business
of trading of shoes and clothes commenced and contributed
approximately RMB23.5 million to the Group’s revenue.

The Group changed the nature of textile products from cotton textile
to chemical fiber textile. The average selling price of fabrics decreased
by approximately 22.4% to RMB5.9 per meter (2017: RMB7.6 per
meter) when compared with the last year. The average unit cost of
fabrics decreased significantly from RMB8.06 per meter for the year
ended 31 December 2017 to RMB5.90 per meters representing a
decrease of 26.8% for the year ended 31 December 2018. The gross
loss margin for the year ended 31 December 2018 decreased from
gross loss margin 6.1% in 2017 to gross loss margin of 0.02% in
2018 because of greater decrease in selling price despite of decrease
of costs.

Decrease in general and administrative expenses was outweighed by
increase in selling and distribution expenses which pulled down loss
attributable to the owners of the Company to loss of approximately
RMB369.3 million for the year ended 31 December 2018 from loss
of approximately RMB732.8 million for the year ended 31 December
2017. Significant decrease in general and administrative expenses was
mainly due to less impairment made during the Year.
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PROSPECT

This is still a fierce competition in the PRC’s textile industry, yet the
market is immense and highly fragmented. A number of players in
the textile industry are consolidated with survival of relatively strong
competitive manufacturers in the industry. In 2019, the Group will
remain focusing on extending its reach into domestic market, retain
the existing market presence and step forward to the overseas
trading market. The Group is more determined than ever to enhance
its profitability to optimising the existing product portfolio and
developing new invented and improved quality products that meet
market demand.

With the above strategies, we hope not only to maintain the strategic
position but to enhance the quality of products, boost our revenue
and improve the profitability and customer loyalty.

FINANCIAL REVIEW

Revenue

The Group's revenue decreased by 7.8% from approximately
RMB271.9 million for the year ended 31 December 2017 to
approximately RMB250.7 million for the year ended 31 December
2018. Such decrease in the revenue was mainly due to revenue of
our fabrics products decreased from approximately RMB271.9 million
in 2017 to approximately RMB227.2 million in 2018. Such decrease
in the revenue of our fabric products was primarily due to decline in
the average selling price from around RMB7.6 per meter in 2017 to
RMB5.9 per meter in 2018 mainly due to change of textile products
from cotton in nature to chemical fiber in nature, which the latter has
lower selling price.

Cost of sales

The cost of sales decreased to approximately RMB250.7 million for
the year ended 31 December 2018 from approximately RMB288.5
million for the year ended 31 December 2017, mainly due to less raw
materials and consumables used for decline in sales volume.

Gross loss and gross loss margin

The decrease in gross loss by 99.6% from approximately gross loss of
RMB16.6 million for the year ended 31 December 2017 to gross loss
of approximately RMB61,000 for the year ended 31 December 2018
was mainly due to decrease in revenue.
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MANAGEMENT DISCUSSION AND ANALYSIS EIEfE

The Group changed the nature of textile products from cotton textile
to chemical fiber textile. The average selling price of fabrics decreased
by approximately 22.4% to RMB5.9 per meter (2017: RMB7.6 per
meter) when compared with the last year. The average unit cost of
fabrics decreased significantly from RMB8.06 per meter for the year
ended 31 December 2017 to RMB5.90 per meters representing a
decrease of 26.8% for the year ended 31 December 2018. The gross
loss margin for the year ended 31 December 2018 increased from
gross loss margin 6.1% in 2017 to gross loss margin of 0.02% in
2018 because of greater decrease in selling price despite of decrease
of costs.

Selling and distribution costs

The increase in selling and distribution costs by 38.1% from
approximately RMB2.1 million for the year ended 31 December 2017
to approximately RMB2.9 million for the year ended 31 December
2018 as the freight outward charges increased by approximately
RMB6.6 million.

General and administrative expenses

The significant decrease in general and administrative expenses by
63.2% from approximately RMB606.8 million for the year ended
31 December 2017 to approximately RMB223.3 million for the year
ended 31 December 2018 was mainly due to less impairments made
during the year.

A provision of RMB176.5 million based on the provision policies for
trade receivable of the Group, being provision for long outstanding
with no settlement up to the date of approval of the consolidated
financial statements.

Other income

Increase in other income by 256.0% from approximately RMB8.6
million for the year ended 31 December 2017 to approximately
RMB30.6 million for the year ended 31 December 2018 was mainly
due to increase of net foreign exchange gains of approximately
RMB7.9 million and reversal of impairment losses of prepayment of
approximately RMB10.9 million.

Finance costs

The increase in finance costs by 50.2% from approximately RMB68.7
million for the year ended 31 December 2017 to approximately
RMB103.2 million for the year ended 31 December 2018 was mainly
due to increase in the average balance of borrowings in order to meet
our needs of working capital.
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MANAGEMENT DISCUSSION AND ANALYSIS BEIBBs1in R 24T

Share of losses of an associate

By application of equity method, the Group incurred a share of losses
of an associate of approximately RMB70.6 million with comparison
of approximately RMB15.4 million for the year ended 31 December
2017, the increase in loss was mainly due to suspension of production
during the year ended 31 December 2018 and the associate recorded
the impairment losses of asset approximately RMB184.9 million during
the year.

Income tax credit/(expense)

The Group’s income tax expense decreased by 103.8% to income
tax credit of approximately RMB1.2 million in 2018 from income tax
expense of approximately RMB31.8 million in 2017.

Leasehold land, property, plant and equipment

The Group's leasehold land, property, plant and equipment situated at
Shishi and Hubei Production Facilities are land and various buildings in
the manufacturing plants. The Group has 100% interest of 2 parcels
of land located at Da Sheng Guan Shan Industrial Zone, Huangmei
County, Huanggang City, Hubei Province, the PRC with gross floor
area of approximately 99,903 square meters.

Inventories

Decrease in inventories by 41.2% from approximately RMB52.2
million as at 31 December 2017 to approximately RMB30.7 million as
at 31 December 2018 was mainly due to impairment of approximately
RMB7.4 million was made for slow moving items during the Year.

Trade and other receivables

Decrease in trade and other receivables significantly from
approximately RMB225.8 million as at 31 December 2017 to
approximately RMB114.1 million as at 31 December 2018 was
mainly due to the allowance for trade receivables of approximately
RMB176.5 million and the reversal of allowance for prepayments of
approximately RMB10.9 million for the year 2018.

The Group has made full provision for those trade and bills receivables
of approximately RMB176.5 million which are past due/or in default
of payments. Such impaired amounts were directly made against
trade receivables when there was no expectation of recovering any
amount.
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MANAGEMENT DISCUSSION AND ANALYSIS BB Bl R 24T

The Group has also made reversal of provision for prepayment to
suppliers for purchase of raw materials of approximately RMB10.9
million which are past due/or in default of receivables. Such impaired
amounts were also directly made against the prepayment to suppliers
for purchase of raw materials when there was no expectation of
recovering any amount.

Cash flows

Net cash generated from operating activities amounted to
approximately RMB6.6 million, mainly resulted from the net increase
of trade and other receivables amounted to approximately RMB56.2
million, together with the increase in trade and other payables of
approximately RMB24.8 million and the effect of loss before tax of
approximately RMB370.4 million.

Net cash used in investing activities amounting to approximately
RMB12.8 million, mainly resulted from purchase of items of property,
plant and equipment of approximately RMB12.5 million which was
partially offset by the proceed from disposals of property, plant and
equipment RMBO0.3 million.

Net cash from financing activities amounted to approximately
RMB6.4 million which was mainly attributable to borrowings raised
of approximately RMB265.8 million which was partially offset by the
repayments of borrowings of approximately RMB241.5 million and
interest paid of approximately RMB44.0 million.

Liquidities and financial resources

Our primary uses of cash are to satisfy our working capital needs and
our capital expenditure needs. Since our establishment, our working
capital needs and capital expenditure requirements have been
principally financed through a combination of shareholders’ equity,
cash generated from operations, and borrowings.

The Group adopts a prudent cash and financial management policy.
In order to achieve better cost control and minimize the cost of funds,
the Group’s treasury activities and cash and cash equivalents are
generally deposited with certain financial institutions such as banks
denominated mostly in Renminbi and Hong Kong dollars.
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MANAGEMENT DISCUSSION AND ANALYSIS BEIBBs1in R 24T

Net current assets and working capital
The following table sets forth our current assets, current liabilities,
current ratio, quick ratio, gearing ratio and debt to equity ratio as at

31 December 2017 and 2018:

RBEEFEREEER

TRBIINR ZE—tFA_ZFTE—NF+=A
Zt+—HEEHORDEE RBDEE  RBLLE

WEELE - A AR R AR

As at 31 December

R+=—A=+—H
2018 2017
—E-N\E —E—+F
RMB’000 RMB’000
ARETT ARET T
Current assets REBEE
Leasehold land and land use right BEL R FERRE 558 558
Inventories 55 30,707 52,213
Trade and other receivables B 5 Nk E b EWEKIA 114,119 225,825
Amount due from an associate FE W — el Bt 2 A B3R IE - 7,290
Cash and bank balances B e MIBTES 1,414 1,254
Total current assets REEEHATE 146,798 287,140
Current liabilities REEE
Borrowings EEN 530,489 438,324
Trade and other payables B 5 R EAM ERRIE 187,595 162,806
Amount due to an associate FEAS — R B2 A | IR 4,492 -
Total current liabilities BB EAE 722,576 601,130
Net current liabilities FEBEETRE (575,778) (313,990)
Current ratio B = 20.32% 47.76%
Quick ratio HEEpLL R 16.07% 39.08%
Gearing ratio EREEHE N/A T E A N/A T3 A
Debt to equity ratio BB R R N/A R E A N/A T3 A

Borrowings

Particulars of borrowings of the Company and the Group as at 31
December 2018 are set out in note 24 to the consolidated financial

statements.

(BN

RRBRAEER-_Z-N\F+-_A=1t—H®
ERFBHR A T BHRERMGE24 -

Pledge of assets EEEA

As at 31 December 2018, the Group'’s land use rights and buildings, RZZE—N\F+-A=+—H0 AEEEREFE
machinery and equipment with an aggregate net book value of BEFEHARE301. 1 HETH LHERERET -
approximately RMB301.1 million were pledged to secure banking #22 REZEE FIRM UGS HEIEAEE L E
facilities for purposes of working capital and purchases of fixed assets EZE & MBEBTEEMNRITHE (RZF—+F
for the Group (as at 31 December 2017: approximately RMB245.2 +=-A=+—H : HAR2452FHET) °
million).
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MANAGEMENT DISCUSSION AND ANALYSIS BB Bl R 24T

Paid in capital

The total number of issued shares of the Company was kept at
1,860,000,000 as at the approval date of the consolidated financial
statements.

Foreign exchange risk

The Group mainly operates in the mainland China with most of
the revenue and expenditure transactions denominated and settled
in RMB, where its foreign exchange risk is limited. The Group's
exposure to foreign exchange risk is mainly on its sales and purchase
transactions (i.e. export or import of products) in Hong Kong which
are mainly denominated in USD, and the bonds denominated in HKD.
The functional currency of the Company and its subsidiaries is RMB.

Contingent liabilities

The Group did not have any material contingent liabilities as at
31 December 2018, except for disclosed under the heading of
“contingent liabilities” and “Significant events after the reporting
period” in the consolidated financial statements.

Significant investment, material acquisitions and

disposal of subsidiaries and associated companies
The Group did not have any material investment, acquisitions
and disposal of subsidiaries and associated companies during the
year 2018, except for the note 34(a) to the consolidated financial
statements.

USE OF PROCEEDS AND EXPANSION PLAN

During the year ended 31 December 2018, all net proceeds from
the placing new shares under general mandate with reference to the
announcements of the Company dated 17 May, 7 June and 29 June
2018 have been fully utilised for general working capital purpose.
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MANAGEMENT DISCUSSION AND ANALYSIS BEIBBs1in R 24T

SIGNIFICANT EVENTS AFTER THE REPORTING
PERIOD

Dismissal of winding up petition against the
Company

As disclosed in the announcement of the Company dated 8 March
2018, 9 March 2018 and 19 April 2018 in relation to winding up
petition against the Company, on 5 March 2018, the Company
received a petition (the “Petition”) entitled HCCW56/2018 presented
by PC Securities Limited (the “Petitioner”) to the High Court of Hong
Kong S.A.R. for winding up of the Company and the hearing of
the Petition is fixed for 9 May 2018 before a Master in Court. The
Petitioner claimed to be the holder of a bond for the principal amount
of HK$84,000,000 with coupons 7% issued by the Company on 28
January 2015 (the “Bond”). As disclosed in the announcement of the
Company dated 24 May 2018, the winding up petition was dismissed
according to the order of the High Court.

ANNUAL GENERAL MEETING (THE “AGM")

The AGM will be held on 30 May 2019 and a notice convening the
AGM will be published and dispatched in the manner as required by
the Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”) in due course.

HUMAN RESOURCES

As at 31 December 2018, the Group had a total workforce of 420
(as at 31 December 2017: 455). The Group successfully follows
a higher ratio of the number of operating staff to the number of
machines to scale down the total workforce. New employees were
recruited to cater for the Group’s business expansion during the
year. The Group offers its staff competitive remuneration schemes.
In addition, discretionary bonuses and share options may also be
granted to eligible staff based on individual and Group’s performance.
The Group is committed to nurturing a learning and sharing culture
in the organization. Heavy emphasis is placed on the training and
development of individual staff and team building, as the Group's
success is dependent on the contribution of all functional divisions
comprising skilled and motivated staff.

DIVIDEND POLICY

The Board intends to adopt a prudent dividend payout policy which
will base on the main factor of the Group’s profitability for the year.

The Board has resolved not to recommend the payment of any final
dividend for the year ended 31 December 2018 (2017: Nil). As there is
no interim dividend payable during the year, there will be no dividend
distribution for the whole year of 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS BB Bl R 24T

PURCHASE, SALE AND REDEMPTION OF THE
LISTED SECURITIES OF THE COMPANY

There was no purchase, sale or redemption of the Company’s shares
by the Company or its subsidiaries during the Year.

CORPORATE GOVERNANCE

The Company was committed to maintaining high level of corporate
governance and has steered its development and protected the
interests of its shareholders in an enlightened and open manner. The
Board comprises three executive Directors and three independent
non- executive Directors. The Board has adopted the code provisions
of the Corporate Governance Code (the “Code Provisions”) set out
in Appendix 14 to the Listing Rules. Throughout the year 2018, the
Company had complied with the Code Provisions.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers set out in Appendix 10 to the Listing
Rules (the “Model Code"”) as its own code of conduct for dealing
in securities of the Company by the Directors. After specific enquiry
made by the Company, all of the Directors confirmed that they had
complied with the required standards set out in the Model Code and
the Company’s code of conduct regarding the Directors’ securities
transactions throughout the Year.

AUDIT COMMITTEE

The Audit Committee, comprising of the independent non-executive
Directors, has reviewed the Group’s audited consolidated financial
statements for the year ended 31 December 2018 and discussed
with the management of the Company the accounting principles and
accounting standards adopted by the Group and matters relating to
risk management and internal control systems and financial reporting
of the Group.

ACKNOWLEDGEMENT

The Directors would like to take this opportunity to express our
sincere thanks to all the shareholders and business associates for
their continuous support and the entire staff for their dedication and
contribution to the Group during the Year.

MOODY TECHNOLOGY HOLDINGS LIMITED
2018 Annual Report

16

BE HEREBEEAXAQFHW LHE
55
ARFTREMBARNRNAFERHEBE - HER
R E AR R E B -

TXER

ARB—HBARFERKFEEER - UFRBM
FMEIE S EANE BB R RRERR A -
EEed-UHTESFLR=UBIIFNTESH
Ao BRSO RN ER L AR RIS %+ 0
EEERTRIRAY ST RMES (M7 RIMESC) » =
T N\FEFRN ARFE—EEBTTRNFRI -

ESETRESRINEETA

ARBERM EMRAM ST EMETAESE
TEFXINFETA (RETANDESESE
BEARRAEFNTRTR - EARRREEME
EREFEARSNAFERER  2ETHRE
SRIAMEMRELERNRARBERETESFR
ZWITRSTRI

EREEE
BERZEBRMBIUNFNTESEN  EEMAE
BEazE—T-\F+-_A=t+—HIFENAH
PgmE  WEARREEEMN AEBERAN
SRR A R ET R RN AR EIE M AR
HERAEESFEHENER

U it
EERNRSRNERBREEBEF —EUK
MBOXF  ARBHAREZ2RETRAFE
RAKENENE AR



CORPORATE GOVERNANCE REPORT

The Company has adopted the Corporate Governance Code (the
“CG Code") contained in Appendix 14 to the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) (the “Listing Rules”) as its own code of corporate
governance. The manner in which the principles and code provisions
in the CG Code are applied and implemented during the year ended
31 December 2018 and up to the date of this annual report (the
“Period”) is explained in this Corporate Governance Report.

CORPORATE GOVERNANCE

The Company is committed to achieving high standards of corporate
governance to safeguard the interests of shareholders and to enhance
corporate value and accountability. The Company acknowledges
the important role of its Board in providing effective leadership and
direction to its business, and ensuring transparency and accountability
of its operations.

In the opinion of the Directors, the Company has complied with the
applicable code provisions as set out in the CG Code throughout the
Period save for code provision A.1.8.

Code provision A.1.8 of the CG Code stipulates that the Company
should arrange appropriate insurance cover in respect of legal action
against its Directors. Currently, the Company does not consider
necessary to have insurance cover for legal action against its Directors
and will monitor any changes to the situation and make necessary
action. The Board believes with the current internal control system
and the close supervision of the management, the Directors’ risk
of being sued or getting involved in litigation in their capacity as
Directors is relatively low.

The Company will, from time to time, review and enhance its
corporate governance practices to ensure that these continue to meet
the requirements of the CG Code.
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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 the Directors and employees who are likely
to possess inside information of the Company (the “Securities Dealing
Code”). The Company had made specific enquiry of all Directors
whether they have complied with the required standard set out in the
Model Code during the Period and all Directors confirmed that they
have complied with the Model Code and the Securities Dealing Code
throughout the Period.

No incident of non-compliance of the Securities Dealing Code by the
employees was noted by the Company during the Period.

THE BOARD OF DIRECTORS

Responsibilities

The Board is responsible for leadership and control of the Company
and oversees the businesses, strategic decisions and performance of
the Group. The Board has delegated to the executive Directors and
senior management the authority and responsibility for the day-to-
day management and operation of the Group. In addition, the Board
has established Board committees and has delegated to these Board
committees various responsibilities as set out in their respective terms
of reference.

All Directors carry out duties in good faith, in compliance with
applicable laws and regulations, and in the interests of the Company
and its shareholders at all times.

Board Composition
The Board currently comprises six members, consisting of three
executive Directors and three independent non-executive Directors.

The Company has throughout the Period met the requirements of the
Listing Rules relating to the appointment of at least three independent
non-executive Directors with at least one independent non-executive
Director possessing appropriate professional qualifications, and
accounting or related financial management expertise. At all times
during the Period, the independent non-executive Directors represent
at least one-third of the Board.
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The Board comprises the following Directors:

Executive Directors:
Mr. WU Jianxiong (Chairman)
Mr. LIN Qingxiong

Mr. Zou Biao

Independent non-executive Directors:
Mr. CHAN Sui Wa

Mr. LIU Shungang

Mr. LIN Yugang

A description of the biographies of the Directors is set out in the
section headed "Directors and Senior Management” in this annual
report.

The list of Directors is also disclosed in all corporate communications
issued by the Company pursuant to the Listing Rules from time to
time. The independent non-executive Directors are expressly identified
in all corporate communications pursuant to the Listing Rules.

The Company has received written annual confirmation from each
independent non-executive director of his independence pursuant
to the requirements of the Listing Rules. The Company considers all
independent non-executive Directors to be independent in accordance
with the independence guidelines as set out in the Listing Rules.

All Directors, including the independent non-executive Directors, have
brought a wide spectrum of valuable business experience, knowledge
and professionalism to the Board for its efficient and effective
functioning. Independent non-executive Directors are invited to serve
on the Audit Committee, Remuneration Committee and Nomination
Committee of the Company.

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

EXEBENIIKE :

BITES:
SRS ()
O 5 2
P

BYFHTES:
PRI 2 55 A
2| 1R /) 55 4
M5

EZERABENAERIEELERERE]
—#f e

EERBENRAR AR L AR RIS T AT
BERABAARKE - BUFEATEZNFHED
RIE EMRAEMAE R BRAPEARESA

ARREEERBIFATESRIE LR
REREBIMMERNFEE@ER - REL
MR R PTE B IR D] - AR AR RAAE B
FRITEEMBEELAL -

2REZ (BRBUFATER)HREEEN
BREBBEEIABZMZ ENEHLR A
BEEXEE - BIUIFRTEETEENMALRAT
MEZZE® ¥HZEghRERZEE-

R/IERERR

MBI ERGER2T
2018 FE e

19




CORPORATE GOVERNANCE REPORT ¥ & 43R

Chairman and Chief Executive Officer

As at the date of this annual report, the chairman of the Company,
Mr. Wu Jianxiong, leads the Board in the determination of the
strategy of the Group and in the achievement of its objectives. He
is responsible for organizing the business of the Board, ensuring its
effectiveness and setting agenda but not involved in the day-to-day
business of the Group.

The Company at present does not have a Chief Executive Officer.
The duties and responsibilities of the Chief Executive Officer of daily
operation of the Group are carried out by the executive Directors
and they are accountable to the Board for financial and operational
performance of the Group.

Appointment and Re-election of Directors

Pursuant to Article 84 of the Articles, at each annual general meeting
of the Company, one third of the Directors for the time being (or, if
their number is not a multiple of three (3), the number nearest to but
not less than one-third) shall retire from office by rotation provided
that every Director shall be subject to retirement by rotation at least
once every three years. The Directors to retire by rotation shall include
any Director who wishes to retire and not to offer himself for re-
election. Any further Directors so to retire shall be those of the other
Directors subject to retirement by rotation who have been longest
in office since their last re-election or appointment and so that as
between persons who became or were last re-elected Directors on
the same day those to retire shall (unless they otherwise agree among
themselves) be determined by lot. Pursuant to Article 83(3) of the
Articles, any Director appointed by the Board shall hold office only
until the next following general meeting of the Company and shall
then be eligible for re-election.

The following Directors will retire by rotation and offer themselves for
re-election in the forthcoming AGM to be held on 30 May 2019:

Mr. Lin Qingxiong

The following Directors appointed by the Board to fill a casual
vacancy, will be subject to election by shareholders in the forthcoming
AGM to be held on 30 May 2019.

Mr. Zou Biao
Mr. Wu Jianxiong
Mr. Liu Shungang
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The procedures and process of appointment, re-election and removal
of directors are laid down in the Company’s articles of association.
Pursuant to the Company’s articles of association, all Directors are
subject to retirement by rotation at least once every three years and
any new Director appointed to fill a causal vacancy shall hold office
until the first general meeting of the Company after his appointment
and be eligible for re-election thereat and any Director appointed
as an addition to the Board shall hold office until the next following
annual general meeting of the Company after his appointment and
be eligible for re-election thereat. Where vacancies arise at the Board,
candidates will be proposed and put forward to the Board by the
Nomination Committee.

Induction and Continuing Development of Directors
Each newly appointed Director receives comprehensive induction
on the first occasion of his appointment to ensure appropriate
understanding of the business and operations of the Company and
full awareness of director’s responsibilities and obligations under the
Listing Rules and relevant statutory requirements.

According to code provision A.6.5 of the CG Code, all Directors
should participate in continuous professional development to develop
and refresh their knowledge and skills to ensure that their contribution
to the Board remains informed and relevant. The Company should
be responsible for arranging and funding suitable training, as well as
placing an appropriate emphasis on the roles, functions and duties of
the Directors.

The executive Directors participated in three in-house professional
development courses conducted by Mr. Tsang Ho Yin, our Company
Secretary during the Period. The Directors confirm that they will
comply with the relevant code provision in the coming year.

Board Meetings

Board Practices and Conduct of Meetings

Directors’ resolutions were passed by way of written resolutions or by
physical meetings during the Period.

The Board is expected to meet regularly and at least two times a
year. The Directors have full access to information on the Group
and independent professional advice at all times whenever deemed
necessary by the Directors.
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The Board meets regularly to discuss the overall strategy as well as
the operation and financial performance of the Group, and to review
and approve the Group’s annual and interim results. During the year,
two Board meetings were held and attendance of each Director at the
Board meetings is set out as follows:

EFeTHeENImARERERBUARZE
KB ERE - WERARMAEREENFE R F
HXE -NFRAGRITMAESTSEH  SEF
MEFESROFEIHINWT

Number of Board
meetings attended/held

HE R
Board member BEEENRE BEESEENE
Executive Directors: HITEE:
Mr. Wu Jianxiong (chairman) RfEEMmEE (EF) 172
Ms. Li Jia Yin FEFRL 2/2
Mr. Lin Qingxiong WBHE S E 2/2
Mr. Yan Ximao SE e 1/2
Mr. Su Yichao IR E 0/2
Mr. Li Dongfan FRLEE 0/2
Mr. Tao Tao e 1/2
Mr. Zou Biao BYEE 012
Independent non-executive Directors: BIYFHTES:
Mr. Chan Sui Wa PR I 2E 5L A 2/2
Mr. Liu Shungang 21 ERY 5 4 2/2
Mr. Lin Yugang MM 5 172

The Company has to comply with the CG Code provisions with regard
to the conduct of meetings, have annual meeting schedules and draft
agenda of each meeting made available to directors in advance and
serve notice of regular Board meetings to all directors at least 14

days before the meeting. For other Board and committee meetings,
reasonable notice is required to be given.

Board papers together with all appropriate, complete and reliable
information have to be sent to all Directors at least 3 days before each
Board meeting or committee meeting to keep Directors apprised of
the latest developments and financial position of the Company and to
enable them to make informed decisions. The Board and each Director
also have separate and independent access to the senior management
where necessary.

The Company’s articles of association contain provisions requiring
Directors to abstain from voting and not to be counted in the quorum
at meetings for approving transactions in which such directors or any
of their associates have a material interest.
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BOARD COMMITTEES

The Company established a nomination committee (the “Nomination
Committee”), a remuneration committee (the “Remuneration
Committee”) and an audit committee (the “Audit Committee”) on
27 March 2014 with written terms of reference in compliance with
the CG Code. The Company also established a regulatory compliance
committee (the “Regulatory Compliance Committee”) on 26 February
2014.

Nomination Committee
The Nomination Committee comprises three members who are all the
independent non-executive Directors, namely Mr. Lin Yugang, Mr.
Chan Sui Wa and Mr. Liu Shungang. Mr. Lin Yugang is the chairman
of the Nomination Committee.

Mr. Wu Jianxiong and Mr. Liu Shungang were appointed on 17 April
2018. Mr. Wu Jianxiong was re-designated as executive director on
21 August 2018 and also as chairman on 11 April 2019 whereas Mr.
Lin Yugang was appointed on the same date.

The primary duties of the Nomination Committee include reviewing
the Board structure and composition, developing and formulating
relevant procedures for nomination and appointment of directors,
making recommendations to the Board on the appointment and
succession planning of directors, and assessing the independence of
the independent non-executive Directors based on criteria such as
integrity, accomplishment, experience, professional and educational
background and time commitments.

DIRECTOR NOMINATION POLICY

The director nomination policy of Company aims to set out the
criteria and process in the nomination and appointment of directors
of the Company; ensure that the board (the “Board”) of directors
of the Company has a balance of skills, experience and diversity of
perspectives appropriate to the Company; and ensure the Board
continuity and appropriate leadership at Board level.

Criteria for nomination and appointment of Directors
The criteria for selecting any candidate for directorship are set out as
follows:

o bringing an independent judgment and make constructive
recommendation on issues of strategy, policy, performance,
accountability, resources, key appointments and standards of
conducts;

° taking the lead where potential conflicts of interests arise;

EEZEE
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. serving on the Audit Committee, and the Remuneration
Committee and the Nomination Committee (in the case of
candidate for Non-Executive Director) and other relevant Board
Committees, if invited;

. devoting sufficient time to the Board and/or any Committee(s)
on which he or she serves so as to allow them to benefit
from his or her skills, expertise, and varied backgrounds and
qualifications and diversity through attendance and participation
in the Board;

o scrutinising the Company’s performance in achieving agreed
corporate goals and objectives, and monitoring the reporting of
performance;

o ensuring the Nomination Committees on which he or she serves
to perform their powers and functions conferred on them by
the Board; and

o conforming to any requirement, direction and regulation that
may from time to time be prescribed by the Board or contained
in the constitutional documents of the Company or imposed by
legislation or the Listing Rules, where appropriate.

If the candidate is proposed to be appointed as an INED, his or her
independence shall be assessed in accordance with, among other
things, the factors as set out in Rule 3.13 of the Listing Rules, subject
to any amendments as may be made by the Stock Exchange from time
to time. Where applicable, the totality of the candidate’s education,
qualifications and experience shall also be evaluated to consider
whether he or she has the appropriate professional qualifications or
accounting or related financial management expertise for filling the
office of an INED with such qualifications or expertise as required
under Rule 3.10(2) of the Listing Rules.
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Nomination process
(a) Appointment of New Director

(i)

(ii)

(iii)

(iv)

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

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

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

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

Where appropriate, the Nomination Committee and/or
the Board should make recommendation to shareholders
in respect of the proposed election of director at the
general meeting.
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(b)

(c)

26

Re-election of Director at General Meeting

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

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

The Nomination Committee and/or the Board should then
make recommendation to shareholders in respect of the
proposed reelection of director at the general meeting.

(iii)

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

Re-election of INED at General Meeting

Where the Board proposes a resolution to elect an individual as
an INED at the general meeting, it should set out in the circular
to shareholders and/or explanatory statement accompanying the
notice of the relevant general meeting:

(i)  the process used for identifying the individual and why the
Board believes the individual should be elected and the
reasons why it considers the individual to be independent;

(i) if the proposed INED will be holding their seventh (or
more) listed company directorship, why the Board believes
the individual would still be able to devote sufficient time
to the Board;

(i) the perspectives, skills and experience that the individual

can bring to the Board; and

(iv)  how the individual contributes to diversity (including

gender diversity) of the Board.
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The Nomination Committee will conduct regular review on the
structure, size and composition of the Board and this Policy and where
appropriate, make recommendations on changes to the Board to
complement the Company’s corporate strategy and business needs,
to comply with all applicable laws and regulations from time to time
and maintain good corporate governance practice.

On 27 March 2014, the Board adopted a board diversity policy which
aims to set out the approach to achieve diversity on the Board. All
Board appointments will be based on merit while taking into account
diversity including gender diversity. The Nomination Committee will
regularly review the measurable objectives to ensure its effectiveness
to achieve diversity on the Board. The following measurable objectives
have been set for implementing the board diversity policy:

° inclusion of candidates for Board members with overseas
working experience (outside of PRC);

o ensuring that there is no limitation on gender on selection of
Directors;

o inclusion of candidates for Board members with working
experience in other industries; and

o inclusion of candidates for Board members with knowledge and
skills in different aspects.

As at the date of this annual report, the above objectives have been
achieved, 1 out of 6 members of the Board have overseas working
experience and 3 out of 6 members of the Board have accounting or
other professional qualifications.

The Nomination Committee shall meet at least once a year. Two
committee meetings were held in 2018/19 to review the structure and
composition of the Board and the re-election of the retiring Directors
and attendance of each member is set out as follows:
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Number of committee
meetings attended/held

HE BT
Committee member ZEEHE ZEEERRY
Mr. Chan Sui Wa PR3 2 4 A 2/2
Mr. Liu Shungang 21 ER 4 4 2/2
Mr. Wu Jianxiong R A 112
Mr. Lin Yugang MFM % £ 172
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The Nomination Committee has adopted a written nomination
procedure (the “Nomination Procedure”) specifying the process
and criteria for the selection and recommendation of candidates
for directorship of the Company. The Nomination Committee shall,
based on those criteria as set out in the Nomination Procedure (such
as appropriate experience, personal skills and time commitment etc.),
identify and recommend the proposed candidate to the Board for
approval of an appointment.

New Directors, on appointment, will be given an induction package
containing all key legal and Listing Rules’ requirements as well as
guidelines on the responsibilities and obligations to be observed by a
Director. The package will also include the latest published financial
reports of the Company and the documentation for the corporate
governance practices adopted by the Board. The senior management
will subsequently conduct such briefing as is necessary to give the
new Directors more detailed information on the Group’s businesses
and activities.

Remuneration Committee

The Remuneration Committee comprises three members who are all
the independent non-executive Directors, namely Mr. Liu Shungang,
Mr. Chan Sui Wa and Mr. Lin Yugang. Mr. Liu Shungang is the
chairman of the Remuneration Committee.

Mr. Wu Jianxiong and Mr. Liu Shungang were appointed on 29 March
2018. Mr. Wu Jianxiong was redesignated as executive director on 21
August 2018 whereas Mr. Lin Yugang was appointed on the same
date.

The primary functions of the Remuneration Committee include
making recommendations on and approving the remuneration policy
and structure and remuneration packages of the executive Directors
and the senior management. The Remuneration Committee is also
responsible for establishing transparent procedures for developing
such remuneration policy and structure to ensure that no Director or
any of his associates will participate in deciding his own remuneration,
which remuneration will be determined by reference to the
performance of the individual and the Company as well as market
practice and conditions.
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The Remuneration Committee shall meet at least once a year. During
the year, two committee meetings were held in 2018/19 to review
and discuss the existing policy and structure for the remuneration
of Directors, the remuneration packages of both the executive and
non- executive Directors and attendance of each member is set out as
follows:

PFHMEE@FRGHEL —R-R_T—-/
—NELRITMARE SRR R mET
BER  AERTEFERIFRTEFOFISR
BERENHFEREHEIIMT

Number of committee
meetings attended/held

Committee member ZEgRE HE BITEZEEEHRNH
Mr. Chan Sui Wa BRImEE e 4 2/2
Mr. Liu Shungang 21 NER 4 A4 22
Mr. Wu Jianxiong Rk A 112
Mr. Lin Yugang MFM % £ 1/2

The Remuneration Committee confirms that the remuneration
payable to Directors will depend on their respective contractual terms
under their employment or service contracts as approved by the Board
on the recommendation of the Remuneration Committee.

Pursuant to code provision B.1.5 of the CG Code, the remuneration
of the senior management by band for the year ended 31 December
2018 is set out below:

In the band of £E
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BZBRBRIMBENAZEOGERMEE -

RIEEEE BTN TG EBISGE 2R
ERERBE T \F+_A=T—RHLFE
ZEHMEBEFHIMT

Number of individuals

AE

Nil to HK$1,000,000

Audit Committee

The Audit Committee comprises three members who are the
independent non-executive Directors, namely Mr. Chan Sui Wa, Mr.
Lin Yugang and Mr. Liu Shungang. Mr. Chan Sui Wa is the chairman
of the Audit Committee.

Mr. Wu Jianxiong and Mr. Liu Shungang were appointed on 29 March
2018. Mr. Wu Jianxiong was redesignated as executive director on 21
August 2018 whereas Mr. Lin Yugang was appointed on the same
date.

£ % 1,000,000% 7T
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The main duties of the Audit Committee include the following: EZZEGIEREBRETIISE

e Toreview the financial statements and reports and consider any o  EREE LRIV BHRE KRS IRHZ

significant or unusual items raised by the staff responsible for EUBHREEIRE UEEHRBEESHK
the accounting and financial reporting function, internal auditor MR GBENE T« REP X EAD Sk INE
or external auditors before submission to the Board. ZERDFTIR B AR E RS IEFRIER -

e To review the relationship with the external auditors by o HE2EZHMAETZIE HKBERE
reference to the work performed by the auditors, their fees and BE R 1& - I AT BONEE X BV B R - I
terms of engagement, and make recommendations to the Board BINEZBANERL BELREEANES
on the appointment, re-appointment and removal of external BEHER -
auditors.

e To review the adequacy and effectiveness of the Company’s o  HEARXANMBRABRRELS  AIEER

financial reporting system, internal control system and risk ShEBREERGUREERFO TS T
management system and associated procedures. RBRIZE -

The Audit Committee oversees the internal control system of the HBXZESEBALEBRNIELEZL NEFS
Group, reports to the Board on any material issues, and makes WEIMEAFTBEYNEESIRHES -
recommendations to the Board.

The Audit Committee shall meet at least twice a year. Two committee EIXZE€BFHSEEIMN - R_T— )/
88

meetings were held in 2018/19 and the attendance of each memberis —HhWFEERITHAZECEH  SHEMNHES
set out as follows: T

Number of committee
meetings attended/held
HE BT
Committee member ZEERE ZEEERNREY
Mr. Chan Sui Wa PR 3 2 9% A 2/2
Mr. Liu Shungang 21 ERY 5 4 1/2
Mr. Wu Jianxiong R A 1/2
Mr. Lin Yugang MM S 172
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During the meetings held in 2018 and the first quarter of 2019, the
Audit Committee had performed the work as summarised below:

(i) reviewed and approved the audit scope and fees proposed by
the external auditor regarding the final audit of the Group for
the year ended 31 December 2018 (the “2018 Final Audit”);

(i)  reviewed the external auditor’s report of findings and qualified
audit opinion in relation to the 2018 Final Audit for the year
ended 31 December 2018;

(i) reviewed the management accounts of the Group and the
Group's 2018 interim financial statements;

(iv)  reviewed the financial report for the six months ended 30 June
2018; and

(v) reviewed the effectiveness of internal control system of the
Group including financial, operational and compliance control
and risk management functions of the Group.

There was no disagreement between the Board and the Audit
Committee on the selection, appointment, resignation or dismissal of
the external auditors.

Regulatory Compliance Committee

The Regulatory Compliance Committee comprises of two members,
namely Mr. Wu Jianxiong and Mr. Siu Kai Chun. Mr. Wu Jianxiong is
the chairman of the Regulatory Compliance Committee.

Ms. Li Jia Yin and Mr. Wu Jianxiong were appointed on 17 April 2018.
Ms. Li Jia Yin resigned on 11 April 2019.

The primary duties of the Regulatory Compliance Committee is to
ensure that the Group’s business operations and activities are in
compliance with the relevant laws and regulations, and the Regulatory
Compliance Committee directly reports to the Board.
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The Regulatory Compliance Committee shall meet at least once a
year. During the year, three committee meetings were held to review
and discuss the compliance status of the existing business operations
and activities, with the relevant laws and regulations in the PRC, Hong

EEARZBEAZLEBFRIT REHE - FR
RRITZAZEEEF Ui kwRAXRD
LEREHETHE BERERDEAEER (I
R MRBDEDI ROEREER - FKE ML E

Kong and the respective jurisdictions if applicable. Attendance of each ~ & 72T :
member is set out as follows:
Number of committee
meetings attended/held
Committee member EEERE HE " BITHNEESSEHA
Ms. Li Jia Yin (Executive director) EEFZLEBTES) 2/2
Mr. Wu Jianxiong (Executive director) SRR E (MITES) 2/2
Mr. Siu Kai Chun (Chief Financial Officer) ERELE(EETBE) 2/2
GOING CONCERN ISSUE BERKESE

The Group incurred a loss of approximately RMB369,281,000 for the
year ended 31 December 2018 and as at 31 December 2018, the
Group had net current liabilities and net liabilities of approximately
RMB575,778,000 and RMB472,180,000 respectively. Furthermore, as
at 31 December 2018, the Group’s bank borrowings of approximately
RMB133,692,000 were overdue and its bonds of approximately
RMB326,797,000 are subject to renewal or to be fully repaid within
the next twelve months as disclosed in note 24 to the consolidated
financial statements. These conditions indicate the existence of a
material uncertainty which may cast significant doubt on the Group's
ability to continue as a going concern. Therefore, the Group may be
unable to realise its assets and discharge its liabilities in the normal
course of business.

The directors of the Company are of the opinion that it is appropriate
to prepare the consolidated financial statements on going concern
basis. These consolidated financial statements have been prepared
on a going concern basis, the validity of which depends upon that
the Group will be able to successfully negotiate and agree with the
creditors to renew or extend the existing borrowings or complete debt
and/or equity financing to meet its liabilities as they fall due. Should
the Group be unable to continue as a going concern, adjustments
would have to be made to the consolidated financial statements,
to write down the value of assets to their recoverable amounts, to
provide for further liabilities which might arise and to reclassify non-
current assets and non-current liabilities as current assets and current
liabilities, respectively. The effect of these adjustments has not been
reflected in the consolidated financial statements.

DELEGATION OF MANAGEMENT FUNCTIONS

The Board reserves for its decision all major matters of the Company
including approval and monitoring of all policy matters, overall
strategies and budgets, internal control and risk management systems,
material transactions (in particular those that may involve conflict of
interests), financial information, appointment of directors and other
significant financial and operational matters.
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All Directors have full and timely access to all relevant information
as well as the advice and services of the Company Secretary, with
a view to ensure that Board procedures and all applicable laws and
regulations are followed. Each Director is normally able to seek
independent professional advice in appropriate circumstances at the
Company’s expense, upon making request to the Board.

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

ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibility for preparing the
financial statements of the Company for the year ended 31 December
2018.

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports, price-
sensitive announcements and other disclosures required under the
Listing Rules and other statutory and regulatory requirements.

The management has provided to the Board such explanation and
information as are necessary to enable the Board to carry out an
informed assessment of the Company’s financial statements, which
are put to the Board for approval.

The reporting responsibility of the external auditor of the Company on
the consolidated financial statements of the Group are set out in the
Independent Auditor’s Reports in this annual report.

INTERNAL CONTROL AND RISK MANAGEMENT

The Board is responsible for maintaining an adequate internal control
system to safeguard shareholder investments and Company assets and
with the support of the Audit Committee, reviewing the effectiveness
of such system on an annual basis. The Group has developed its
systems of internal control and risk management. The internal control
system of the Group is designed to facilitate effective and efficient
operations, to ensure reliability of financial reporting and compliance
with applicable laws and regulations, to identify and manage potential
risks and to safeguard assets of the Group.
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The annual review of the Group’s internal control system was
conducted during the Period. The annual review of the effectiveness
of the internal control system of the Company including the adequacy
of resources, qualifications and experience of staff of the Company’s
accounting and financial reporting function, and their training
programmes and budget and also any non-compliances with the
applicable laws and regulations, including bill-financing activities were
conducted in the early 2018. The result of the annual review was
satisfactory and no exceptions were noted during the review.

AUDITOR'S REMUNERATION

For the year ended 31 December 2018, the remuneration paid/
payable to the Company’s auditor, World Link CPA Limited, amounted
to approximately RMB776,000 in respect of the annual audit service.

INDEPENDENT AUDITOR

The Audit Committee reviews and monitors the independent
auditor’s independence, objectivity and effectiveness of the audit
process. It receives each year letter from the independent auditor
confirming their independence and objectivity and holds meetings
with representatives of the independent auditor to consider the scope
of its audit, approve its fees, and the scope and appropriateness of
non-audit services, if any, to be provided by it. The Audit Committee
also makes recommendations to the Board on the appointment and
retention of the independent auditor.

COMPANY SECRETARY

The company secretary of the Company, Mr. Tsang Ho Yin, is a full-
time employee of the Group. Please refer to his biographical details as
set out on page 39 of this annual report.

Rights of Shareholders to Convene an Extraordinary

General Meeting

Pursuant to article 58 of the articles of association of the Company,
shareholders holding at the date of deposit of the requisition not less
than one tenth of the paid up capital of the Company carrying the
right of voting at general meetings of the Company shall at all times
have the right, by written requisition to the Board or the company
secretary of the Company, to require an extraordinary general
meeting to be called by the Board for the transaction of any business
specified in such requisition; and such meeting shall be held within
two months after the deposit of such requisition. If within 21 days of
such deposit the Board fails to proceed to convene such meeting the
requisitionist(s) himself (themselves) may do so in the same manner,
and all reasonable expenses incurred by the requisitionist(s) as a result
of the failure of the Board shall be reimbursed to the requisitionist(s)
by the Company.
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Sending Enquiries to the Board and Procedures
for Putting Forward Proposals at Shareholders’
Meetings

Shareholders or investors can contact the Company in the following
ways to make enquiry or to provide suggestions:

Contact Person:
Postal Address:

Mr. Tsang Ho Yin, company secretary
39/F Gloucester Tower, The Landmark,
18 Queen’s Road Central, Hong Kong

To put forward proposals at a general meeting, the shareholders
should submit a written notice of those proposals with detailed
contact information to the company secretary at the Company’s
principal place of business stated above.

COMMUNICATION WITH SHAREHOLDERS AND
INVESTOR RELATIONS

The Company considers that effective communication with
shareholders is essential for enhancing investor relations and investor
understanding of the Group’s business performance and strategies.
The Company also recognises the importance of transparency
and timely disclosure of corporate information, which will enable
shareholders and investors to make the best investment decisions.

The general meetings of the Company provide a forum for
communication between the Board and the shareholders. The
Company continues to enhance communication and relationship with
its investors. Enquiries from investors are dealt with in an informative
and timely manner.

SHAREHOLDERS' RIGHTS

To safeguard shareholders’ interests and rights, a separate resolution
would be proposed for each substantially separate issue at shareholder
meetings, including the election of individual directors.

All resolutions put forward at shareholder meetings will be voted on
by poll pursuant to the Listing Rules and poll results will be posted on
the websites of the Company and of the Stock Exchange after each
shareholder meeting.

CHANGES TO CONSTITUTIONAL DOCUMENTS
The Articles were adopted on 27 March 2014 and there is no change
in the Articles since the date of adoption of the Articles up to the date
of this report.
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DIRECTORS AND SENIOR MANAGEMENT

EERESREERE

EXECUTIVE DIRECTORS

Mr. Wu Jianxiong (R %) (“Mr. Wu"), aged 48, was appointed
as the independent non-executive Director on 29 March 2018 and
redesignated as executive director on 21 August 2018 and as
chairman on 11 April 2019. He graduated from South China Normal
University and majored in accounting computerization and human resource
management. During the period from 1988 to 2014, he was responsible
for the relevant departments and management in General Administration
of Quality Supervision. In 2004, he Was the chairman of Jianrong Daofu
Asset Management Co., Ltd.* (&R E=EEEEEFRAAF).

Mr. Lin Qingxiong (# ;& #) (also known as Lin Shiti (P75 §8)
(“Mr. Lin")), aged 52, is the executive Director. Mr. Lin co- founded
Hongtai (China) Co., Ltd (=K (&) BBR A 7)) ("Hongtai (China)"”)
with Mr. Qiu Zhigiang and an Independent Third Party in 2004. Mr.
Lin is responsible for the overall development and strategy of the
. Group and has played an important role in establishing the Group’s
presence in the PRC textile and clothing industry. Mr. Lin has over
11 years of experience in the textile and clothing industry in the PRC.
Prior to founding Hongtai (China) in 2004, Mr. Lin founded Shishi
Gang Yi Dyeing Finishing & Wearing Co., Ltd. (f £ i /8 & 2 28 4%
#E A BR A A]) which was engaged in the textile, clothing and dyeing
industry, in July 2001, where he acted as the director and vice general
manager until April 2009. Shishi Gang Yi Dyeing Finishing & Wearing
Co., Ltd. is one of our suppliers since 2006. Mr. Lin disposed of his
27% equity interests in Shishi Gang Yi Dyeing Finishing & Wearing
Co., Ltd. in May 2009 to an Independent Third Party because Mr. Lin
decided to focus on the business development of the Group. Mr. Lin
was appointed as the standing director of the first council of China
Chamber of International Commerce Shishi Chamber of Commerce
(h SEEAMMEEE/EEEE) in December 2005. In
December 2011, he was appointed as the vice standing president of
the third council of Shishi Textile & Garments Commerce Chamber
(AWM EREmEE =Z/EEEE) Mr. Lin was appointed as
the president of the second council of Shishi Hongshan Chamber of
Commerce (A FI&ILE &% Z[EI2 % &) in November 2012 and
the vice president of Shishi Federation of Industry & Commerce (/5 %f
MIMERESE (BEE))in May 2013.

MOODY TECHNOLOGY HOLDINGS LIMITED
2018 Annual Report

36

HITES

REegrt (REE]D 485 R-F—/\F
AT NBEZERBIYFATEENR _F
—NEFENAZ+—HAERRTESE IR _-F
—NEFEWEA+T—BBERIE - REXNERMAD
HRE TEGABELMANEREEZE -
—NN\N\FE-FT—NFEHE - RRERERE
BEEEEBFIRERIE - —STUFRER
BERAEERARAREEFESTRRBLA -

BB EE MR (HEED 525
%%ﬂﬁi% MELER —FTMFELHRTEE

—HBYE=ZFHBAARER(FRH)BRA
Eﬁ(F?Ei((EP)J) cMEEBBRAEEMNEER
R WA NEBER BN REE
B BB E B IR o MO AT B4 4 J AR 5
BB FER - ﬁ/\f7 ZUFRIM A A (R E)
2Rl MREERC —FEARRTARM
/a/m%%é%z%_ﬁﬁﬁ T(?ﬁé%ifj%ﬁ fRERAE
1%)  URZARBEIESRABLKEEEZ
;"j-l.,fﬁp_qﬁﬂ: Eiﬁmm/%/mxm?ﬁki_ﬁﬂﬁﬁj
B_ZERFRERMHOHEER 2 — - RN
NERR  MEEBENAMT SR ’W“Edz?ﬁﬁ
RARM27T%REET —RBIYE=7 " RHA
EMEERERE IR AEENEBHER - N=F
THFETZRA MraEBZEATEBEEEA
MM eEEEEeNEREE R ——F
+Z A FEZAAARBMAERENSE=E
BEenRlEBgR MEERZE——F1+—
REZARAMBLAEE _ERFEEREN
T =FhARZEAAMT IRERES (B
mERlgR-



DIRECTORS AND SENIOR MANAGEMENT EE N SR EIEE

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Liu Shungang (£IJERI) (“Mr. Liu”), aged 58, was appointed as
the independent non-executive Director on 29 March 2018. He served
in the 127th Division of the 43rd Corps of the Wuhan Military* (&
EEBA3E 12760) during 1979 to 1989, and as general manager
of Guangdong Fenghuang Import and Export Trade Co., Ltd.* (&
HAEEEELEOZ S 28] during 1990 to 1999. From 2000 to
2012, he acted as the general manager of Zhongneng (International)
Petroleum Exploration Co., Ltd.* (FRBE(E ) A M EN IR B R A 7).
Mr. Liu has been employed as general manager subsequently at Defu
Group and Shenzhen Defu Fund Management Co., Ltd. since 2013.
In the meantime, Mr. Liu has acted as the chairman of the supervisory
committee of the Tianjin Good Hand Railway Holding Co., Ltd. (stock
code: 000594).

Mr. Chan Sui Wa (FRE %) (“Mr. Chan”), aged 44, was appointed
as the independent non-executive Director on 27 March 2014,
Mr. Chan has over 17 years of experience in auditing, finance,
accounting, corporate governance and risk management. Mr. Chan
graduated with a bachelor’s degree in business administration from
the Hong Kong University of Science & Technology in November
1997 and obtained a master’s degree in corporate governance from
the Hong Kong Polytechnic University in October 2011. Mr. Chan is
currently a member of both of the Hong Kong Institute of Certified
Public Accountants and the Institute of Chartered Secretaries and
Administrators. Mr. Chan is also a fellow member of Association
of Chartered Certified Accountants. Mr. Chan is currently the
sole proprietor of S. W. Chan & Co. (F& I %= & 5 B B 75 F7), an
accounting firm engaging in the provision of assurance, business
advisory and tax services.

Mr. Chan had prior experience working in public accounting
firms such as Deloitte Touche Tohmatsu, Arthur Andersen and
PricewaterhouseCoopers in Hong Kong. He also held the position
of group financial controller for Luxking Group Holdings Limited
(N EEBEIER AR A A and Cacola Furniture International Limited
(RE 2R MBEE B R AQAF]), which are companies listed on the
Singapore Exchange.
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Mr. Lin Yugang ([# 52/l 1) (“Mr. Lin"), aged 50, graduated from
Sun Yat-Sen University with a bachelor’s degree in management,
and completed the master’s program in accounting at the School of
Management of Sun Yat-Sen University in 2008. From 1987 to 2001,
he served in the Department of International Business at the Bank
of China for a total of 14 years, where he was primarily responsible
for reviewing offshore letters of credit. Subsequently, he became
an industry expert and was the youngest director of a branch in
Zhongshan City.

Mr. Lin was released from work for studying in Zhongshan during
2003, and subsequently resigned from his position at the Bank of
China and successfully founded a number of companies. Currently,
he works at & [ 1 3L F ik #E 2 & B B H R 2 5] (Zhongshan City
Xunxiang Equity Investment Management Company*), and also holds
the positions of director and financial controller at B2 35 I (& % ) 3R
REHL B R A B] (Chemeida (Guangdong) Environmental Technology
Limited*). Mr. Lin is a banking and finance professional and an
industry veteran in the field of international trading.

SENIOR MANAGEMENT

Mr. Zhang Wenwang (3R 3t ) (“"Mr. Zhang”), aged 55, joined the
group on 23 February 2011. He is the vice general manager of
Hongtai (China) and the head of the production department. Mr.
Zhang obtained a bachelor’s degree from Tianjin Institute of Textile
Science and Technology (X %7 4% T 2Bt ) (now known as Tianjin
Polytechnic University (K& T % K £)) with a major in textile
engineering (45 % T32) in July 1983. Prior to joining our Group
in 2011, Mr. Zhang had worked as the chief engineer of several
enterprises in the PRC. In December 1995, Mr. Zhang was qualified as
a senior engineer (/= 4% L 2AM). Mr. Zhang was a member of Shanxi
Province Enterprise Technology Innovation Committee (L8 & 3
MRIMEREZER).
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Ms. Liu Xuemin (%] 2 #) (“Ms. Liu”), aged 58, joined
the group on 23 February 2011. She is the chief engineer of
Hongtai (China) and the head of the research and development
department. Ms. Liu obtained a bachelor’s degree from Tianjin
Institute of Textile Science and Technology (K& 45 4% T 2 Fx)
(now known as Tianjin Polytechnic University (X 2 T % K £)) with a
major in textile engineering (454 T#2) in July 1983. Prior to joining
the Group in 2011, Ms. Liu had worked in the research and product
development of several enterprises in the PRC. In December 1995,
Ms. Liu was qualified as a senior engineer (& #% T#2A0). Ms. Liu was
appointed as a member of China Textile Engineering Society Cotton
Textile Professional Committee Wearing Technology Group (7 Bl 47 4%
THESRHBEXEZESHIEZH) in September 2003,

Mr. Tsang Ho Yin (E % &) ("Mr. Tsang”), aged 33, joined the
group on 29 January 2019 as company secretary. Mr. Tsang has
extensive experience in corporate and business affairs, including pre-
listing reorganizations and investments, initial public offerings, merger
and acquisitions, loan and financing transactions, investments in
China, corporate governance and general compliance affairs of listed
companies and private enterprises. Mr. Tsang obtained a bachelor
degree in laws as well as a bachelor degree in commerce (accounting)
and a master degree in laws from the University of Melbourne,
Australia in 2008 and 2010 respectively. Mr. Tsang then obtained
the Postgraduate Certificate in Laws from the City University of Hong
Kong in 2011. He was admitted as a solicitor in Australia and Hong
Kong in 2012 and 2013 respectively. Mr. Tsang has been appointed
as the company secretary of Sino Energy International Holdings Group
Limited (Stock code: 1096) since 1 November 2018.
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REPORT OF THE DIRECTORS
EFEHES

The Directors of the Company (the “Directors”) are pleased to present
the annual report of the Company with the audited consolidated
financial statements of the Group for the year ended 31 December
2018.

PRINCIPAL ACTIVITIES

The Group is engaged in the design, manufacturing and sales of
fabrics in the People’s Republic of China as well as shoes and clothes
trading mainly in Asia. The principal activity of the Company is
investment holding. Details of the principal activities of its principal
subsidiaries are set out in note 35 to the consolidated financial
statements.

BUSINESS SEGMENTS

The Group is engaged in the manufacturing and sale of fabrics
and yarns. Business analysis of sales, segment results, total assets
and capital expenditure are set out in note 8 to the accompanying
financial statements.

GEOGRAPHICAL SEGMENTS

The Group operates in two main geographical areas, the Mainland
China and Hong Kong. Geographical analysis of sales, segment
results, total assets, and capital expenditure are set out in note 8 to
the accompanying financial statements.

BUSINESS REVIEW

For details of business review in relation to the development,
performance or position of the Company’s business, please refer to
the section headed “Management Discussion and Analysis” of this
annual report.

ENVIRONMENTAL, SOCIAL AND CORPORATE
RESPONSIBILITY

As a responsible corporation, the Group is committed to maintaining
the highest environmental and social standards to ensure sustainable
development of its business. To the best knowledge of the Directors,
the Group has complied with all the relevant laws and regulations
that have a significant impact on the Group in relation to its business
including health and safety, workplace conditions, employment and
the environment. The Group understands that a better future depends
on everyone's participation and contribution. It has encouraged all
employees to participate in environmental and social activities which
benefit the community as a whole.
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Thanks to its active engagement in the enhancement of management
measures and technology improvement, the Group incurred less unit
electricity consumption and expenses in production as compared to
that of last year. The Group also advocated conservation of resources
in office and encouraged employees to develop good habits, conserve
resources and energy to build a green and comfortable office
environment.

The Group will issue a separate environmental, social and governance
report for the year ended 31 December 2018 in due course with the
relevant requirements of the Listing Rules.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2018 are
set out in the consolidated financial statements of this annual report.

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

RESERVES

Details of movement in the reserves of the Group for the year ended
31 December 2018 are set out in note 28 to the consolidated financial
statements and in the consolidated statement of changes in equity.

As at 31 December 2018, there was approximately RMB500.4 million
reserve of the Company available for distribution (2017: RMB500.7
million).

DONATIONS

The Group did not make any charitable and other donations during
the year (2017: Nil).

PROPERTY, PLANT AND EQUIPMENT

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

SHARE CAPITAL

Details of and reasons for movements in the share capital of the
Company during the year under review are set out in note 27 to the
consolidated financial statements.

TAX RELIEF

The Company is not aware of any tax relief or exemption available to
the shareholders of the Company by reason of their holding of the
Company'’s securities.
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FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group
for the last five financial years is set out on page 151-152 of this
annual report.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

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

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights over shares of the
Company under the Company'’s articles of association (the “Articles”)
or the laws of Cayman Islands where the Company is incorporated,
which would oblige the Company to offer new shares on a pro-rata
basis to existing shareholders of the Company.

AUDITOR

ZHONGHUI ANDA CPA Limited (“Zhonghui”) resigned as the auditor
of the Company with effect from 6 December 2018. The Board has
appointed WORLD LINK CPA Limited (“Worldlink") with effect from
7 December 2018 to fill the casual vacancy following the resignation
of Zhonghui. Worldlink will retire and, being eligible, offer themselves
for reappointment at the forthcoming annual general meeting of the
Company on 30 May 2019.
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DIRECTORS

The Directors of the Company during the year and up to the date of
this report are as follows:

Executive directors

Mr. Lin Qingxiong (Chairman resigned on 17 April 2018
but still as an executive director)

Mr. Wu Jianxiong (Appointed as independent non-executive director
on 29 March 2018, re-designated as executive director
on 21 August 2018 and as chairman on 11 April 2019)

Mes. Li Jia Yin (Appointed on 29 March 2018, re-designated as
Acting Chairlady on 21 August 2018
and resigned on 11 April 2019)

Mr. Li Dongfan (Appointed as executive director on 17 April 2018
and resigned on 21 August 2018)

Mr. Tao Tao (Appointed as executive director on 17 April 2018
and resigned on 21 August 2018)

Mr. Yan Ximao (Appointed as executive director on 21 September 2018
and resigned on 21 November 2018)

Mr. Su Yichao (Appointed as executive director on 21 September 2018
and resigned on 21 November 2018)

Mr. Zou Biao (Appointed as executive director
on 11 April 2019)

Independent non-executive directors

Mr. Chan Sui Wa

Mr. Liu Shungang (Appointed on 29 March 2018)

Mr. Lin Yugang (Appointed on 21 August 2018)

Mr. Wu Jianxiong (Appointed as independent non-executive director
on 29 March 2018, re-designated as executive director
on 21 August 2018)

The Company has received, from each of the independent non-
executive Directors, a confirmation of his independence pursuant
to Rule 3.13 of the Listing Rules. The Company considers all the
independent non-executive Directors are independent.

The biographical details of the Directors are set out in the section
headed "Directors and Senior Management”.
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DIRECTORS’ SERVICE CONTRACTS

Pursuant to Article 84 of the Articles, at each annual general meeting
of the Company, one third of the Directors for the time being (or, if
their number is not a multiple of three (3), the number nearest to but
not less than one-third) shall retire from office by rotation provided
that every Director shall be subject to retirement by rotation at least
once every three years. The Directors to retire by rotation shall include
any Director who wishes to retire and not to offer himself for re-
election. Any further Directors so to retire shall be those of the other
Directors subject to retirement by rotation who have been longest
in office since their last re-election or appointment and so that as
between persons who became or were last re-elected Directors on
the same day those to retire shall (unless they otherwise agree among
themselves) be determined by lot. Pursuant to Article 83(3) of the
Articles, any Director appointed by the Board shall hold office only
until the next following general meeting of the Company and shall
- then be eligible for re-election. None of the Directors has a service
contract with the Company or any of its subsidiaries which is not
determinable by the Group within one year without payment of
compensation other than statutory compensation.

DISCLOSURE PURSUANT TO RULE 13.51B(1) OF
THE LISTING RULES

Pursuant to the service contracts entered into by each of executive
directors as disclosed in the paragraph headed “Directors’ services
contracts” above, each of Mr. Lin Qingxiong, Mr. Wu Jianxiong
and Mr. Zou Biao is entitled to a monthly salary of HK$40,000,
HK$20,000 and HK$20,000, respectively. In addition, pursuant
to the above service contracts, each of them is also entitled to a
management bonus in respect of each financial year in such sum as
the Board may in its absolute discretion determine aggregate amount
of management bonuses payable to all directors.

PERMITTED INDEMNITY PROVISION

A permitted indemnity provision (as defined in section 469 of the
Companies Ordinance (Chapter 622 of the Laws of Hong Kong)) for
the benefit of the Directors of the Company is currently in force and
was in force throughout the year.

INDEPENDENCE OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received from each of its independent non-
executive Directors confirmation of his/her independence and the
Company considers that each of them to be independent based on
the guidelines set out in Rule 3.13 of the Listing Rules.

MOODY TECHNOLOGY HOLDINGS LIMITED
2018 Annual Report

L

EERBEHN

RIBARIZE 841K RARBAEERRAFAG L -
ERERRB =2 AB(IWABLIE=(3)
MEE AR ANEBY  ETSER=22
—ABOARESR WELEFAELE=F
BESE-R ARESENEFHERARS
RABRSERETNES - EMEMBEREIN
EERREMEETE LAEREEHEREIN
REMEEMARESENES - WHABBE A
EXPRIRE-REEEE ReglmEn
REREE FRIFRE2HEBITEXBGZR) - BIB
MAESQ)IG EEEFSZENEMNEENE
HIEEARA TREBRAE R MRKER &
BERBEREE - HIEEERAR T R EAMAH
JBRBE AL B AR RE CEERERIN)
MER T ARE TR —FRARIENREEH

BELTRAFEIS5IBMNEIEL 2
&
BEEXEERFEHN]I—BEESHTES
BEIMZIREEH  WEHEELE  REHELE
MBS o BB RS B EE% 40,0000t - B
# 20,000 7T &2 /B % 20,000 7T ° 140 - iR AR
BAEH BESANEERSYRFEESER
Bt EEgn2ENEECEN2EBESD
BB -

BEFTHREMRX
ERARRIEEMEZNERTRAER(TER
BB XD 5622 F A FE G 58 469 &) 35 IE £ K
MRARNEE—BEER -

BAFHTESZH YN

RABCEGRBUIFNTETEREL B
MmiRE EMARAE 313 EMHIES] - ARAIRE
HEEAG BB -



REPORT OF THE DIRECTORS EE &&=

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up
by the management on the basis of their merit, qualifications and
competence.

The Remuneration Committee considers and recommends to
the Board on the remuneration and other benefits paid by the
Company to the Directors by reference to the Company’s operating
results, individual performance and comparable market rates. The
remuneration of all Directors is subject to regular monitoring by
the Remuneration Committee to ensure that the levels of their
remuneration and compensation are appropriate.

As at 31 December 2018, the Group had an aggregate of 420 full-
time employees (as at 31 December 2017: 455). Employee costs
including directors’ emoluments totalled RMB19.1 million for the year
of 2018 (2017: RMB23.6 million). The Group recruited and promoted
individual persons according to their strength and development
potential. The Group determined the remuneration packages of
all employees including the Directors with reference to individual
performance and current market salary scale.

The Group regularly reviews the emolument package of the existing
employees, considers increment of salaries and conducts some long-
term incentive scheme when appropriate.

Details of Directors’ remuneration are set out in note 14 to the
financial statements.
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DISCLOSURE OF INTERESTS IN SECURITIES

A,

L6

Directors’ interests in the shares of the
Company

As at 31 December 2018, the interests and/or short positions of
the Directors of the Company in the shares, underlying shares
or debentures of the Company and its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (the “SFO") which will have to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests and short positions in
which they are 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 in the register referred to therein,
or which will be required to be notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers contained in the
Listing Rules, once the shares are listed, will be as follows:

Interests in the Company:

(@)  Ordinary shares of HK$0.01 each of the Company

Name of Director Capacity/Nature of interest

RESZPHERTE

A EERAXQTARGIHES
RZZE—NF+_A=+—H AQAR=E
EERG EMERARR REEEEE (FE
EAEFEFLRBEGRD ((EFHMBEEG))
EXVED) MR MR ERES
HHEEARBEFNPEBKRMNEXNVIHET R
8o ER A E AR B KB X T A K SOk
B (BREESREES ISR Ll
WEEKBIERENERE AR HBE
BEREBEEMNFEIIEBAELNRIBEZ
BHBEFTENELMOERS R KR
SR EMARA EMBITAZESETES
RBHZETENERD ETHEBHNE AR
BN SRR N SORR I ¢

RER AL -

(@ ARREREEOOEITH LA

Approximate
percentage of
shareholding

in the Company

Number of shares
held in the Company

HARRQ T RE
EEHA B EmHy FEARATRAEE BHAEI
Mr. Lin Qingxiong  Interest of a controlled 279,600,000 shares (note) 15.03%
corporation (long position)
B XA ER 279,600,000 A% (Bt 5E)
(FB)
Beneficial owner 10,840,000 shares 0.58%
(long position)
EmlBA 10,840,000 % (1 &)
Mr. Qiu Zhigiang Beneficial owner 126,840,000 shares 6.82%
(long position)
BB 7558 % A& BEmBAA 126,840,000 J% (47 &)
Note: ft3E -

These shares are held by Merit Lead Investments Limited,
the entire issued share capital of which is owned by Mr. Lin
Qingxiong.
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Interests in the associated corporation of the RN GEE EEEZE
Company:
Approximate
percentage of
Number of shares shareholding in
Name of associated Capacity/Nature of held in the associated the associated
Name of Director corporation interest corporation corporation
IhZEEEE
BEEgR HEEEEE 5/ REntE s EERGOHE BRERNB D
Mr. Lin Qingxiong ~ Merit Lead Investments Beneficial owner One share of US$1.00 (long 100%
Limited position)
MOBHE 5 & EHRERRAF EREAA —MREE1.00% T (4FE)

Save as disclosed above, as at 31 December 2018, none of the
directors of the Company had any interests or short positions in
any shares and underlying shares of the Company or any of its
associated corporations.

Substantial shareholders’ interests in the shares

of the Company

As at 31 December 2018, so far as the Directors are aware, the
following persons (not being a Director of the Company) had
an interest or short position in the shares or underlying shares
which would fall to be disclosed to the Company and the Stock
Exchange under the provisions of Divisions 2 and 3 of Part XV of
the SFO, or who will, directly or indirectly, be interested in 5%
or more of the Company'’s issued share capital:

BREXEEEIN RZZE-NF+_H
=t—H BERARREZERAQAHHE
£ 1] 48 B A B 9 (A7) B ) Ko A R AL ) o
BIEfIESEIORRE -

B. FERINADARGHHESR

REEMAN R NF+_A=+—
B THAL(AFEARBES) FHRE
BHEREAEGRAIEXVHE2RIDHBEOR
FE ZR A R 2 B) B B 32 P 4 R B AR S A R
By EEIAR  HAEEIKEEREAR
Al5% A LB BEITIRA R A R

Approximate
percentage of
shareholding

Name of shareholder Capacity/Nature of interest Number of shares in the Company
EELD R
BRERER g,/ ERtE B 4 2 B BHABEDH
Merit Lead Investments Beneficial owner 279,600,000 shares 15.03%
Limited (note) (long position)
BRAREBRRAA ESHEAA 279,600,000 f% (% &)
(BR=E)
Note: Bt At

Merit Lead Investments Limited is a company incorporated in the British
Virgin Islands, the entire issued share capital of which is owned by Mr.
Lin Qingxiong.
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Save as disclosed above, as at 31 December 2018, the directors
of the Company are not aware of any other persons (other than
the directors of the Company whose interests are set out in
the section “Directors’ interests in the shares of the Company”
above) who held any interests or short positions in the shares,
or underlying shares of the Company as recorded in the register
required to be kept under section 336 of the SFO.

ARRANGEMENT TO PURCHASE SHARES OR
DEBENTURES

At no time during the year was the Company, its holding company,
or any of its subsidiaries a party to any arrangements to enable
the Directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any other
body corporate.

SHARE OPTION SCHEME

The Company conditionally adopted the share option scheme on
27 March 2014, and such scheme has become effective on the
Listing Date (the “Share Option Scheme”). The purpose of the Share
Option Scheme is to recognize and acknowledge the contribution
of the eligible participants made to the Group. The Board may, at
its discretion, grant options pursuant to the Share Option Scheme
to Directors (including the independent non-executive Directors),
the Company’s subsidiaries, employees of the Group and other
persons the Board considers have contributed or will contribute to
the Group. The maximum number of shares in respect of which
options may be granted under the Share Option Scheme must not in
aggregate exceed 10% of the issued share capital of the Company (i.e.
100,000,000 shares), unless otherwise approved by the shareholders
of the Company in general meeting and/or other requirements
prescribed under the Listing Rules. The subscription price of a share
in respect of a particular option shall be not less than the highest of
(a) the official closing price of the Shares on the daily quotation sheet
of the Stock Exchange; (b) the average official closing price of the
shares on the daily quotation sheet of the Stock Exchange for the
five business days immediately preceding the date of grant; and (c)
the nominal value of a share. The Share Option Scheme shall remain
effective within a period of 10 years from that date.

As at 31 December 2015 and 2016, 50,000,000 share options and
50,000,000 share options were granted and exercised, respectively,
representing maximum number of shares to be granted under the
Share Option Scheme. For details of the share option scheme, please
refer to page 57 to 58 of the 2016 annual report and page 44 to 45
of the 2015 annual report, respectively.

MOODY TECHNOLOGY HOLDINGS LIMITED
2018 Annual Report

48

BEXEBEN R N\E+=A
=+—B ALAEEHTAEAECTH
A+ (B %2 DR EX[EER
A RIS o H0AB2E | —BOR) R A 5 1)
KRR R SR G S  HAEE
MR 5 % T B 5 16 1 5 336 1638 5 A7
BEmERMnREIAR -

BEROIBEFNZH

RIEPUEMIR - AR T - H B TS AF
B2 AR AT STAF %k - S A AR EF A
G A D MR AE A AR A RAA B 5 T
1GR3 o

B RSt &

RARN-ZE—NMFE=ZA - ++BEKGERE
Rt &l %A EIR ET BHARR A (B AR =T
) - BBREAHEES T AEREAEEED
ERNAERSESE - EECRBERIEST
MERTAEZEER (BEBYIENITES) AR F
WHNBAR AEBEEREZCRAYALEH
EEHSSELERMEMA TR EBERE - B
HIERAE ST 2 A BB 1R H BB AR AT S I WO R 10 2K
B ERA X TESBBRRARBEITIRAE 10% (B
100,000,000 Bz & 17) » MR A FIRRERE RS
ERTHER S ETARAEHAMBEERIN
R TS D NREETSERI
T=&ZMReE  @QRBXMTARERATRY
BEARTE OBEREBAHEAESEAR
DB ERERMROE SR EFHE:
FoBRhEE- - BREFIEZBAHEFTI0F
HAR B A -

RZE—RAFR_FT—-—R"F+_A=+—H0 %
711/ 50,000,000 17 & % #E & 50,000,000 17 H i% 1
EER T RITE - BIR IR B AR 5T 81 7] 3% 1 Y A%
MEE LR - EREREFIINGES  FoR2
M- NFFRFES7TEBER_E—RHFF
RE 44T 458 °



REPORT OF THE DIRECTORS EE & & E

Share options granted

The fair value of services received determined by reference to the
fair value of share options granted at the date of grant is expensed
on a straight-line basis over the vesting period, with a corresponding
increase in equity.

For the share options granted by the Company, when they are
exercised, the amount previously recognised in share options reserve
will be transferred to share premium. When the share options are
forfeited after the vesting date or are still not exercised at the expiry
date, the amount previously recognised in share options reserve will
continue to be held in share options reserve. When the share options
are forfeited after the vesting date or are still not exercised at the
expiry date, the amount previously recognised in other reserve will
continue to be held in other reserve.

CONTRACTS OF SIGNIFICANCE

No contracts of significance in relation to the Group’s business to
which the Company or any of its subsidiaries, was a party and in
which a Director had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.

No contract of significance has been entered into between the
Company or any of its subsidiaries and the controlling shareholders (as
defined in the Listing Rules) of the Company or any of its subsidiaries.

MAJOR CUSTOMERS AND SUPPLIERS

During the year under review, the aggregate sales attributable to the
Group's largest and five largest customers were 14% and 41% of the
Group's total sales respectively (2017: 15% and 51%). The aggregate
purchases attributable to the Group's largest and five largest suppliers
were 22% and 52% of the Group's total purchases respectively
during the year under review (2017: 11% and 34%).

During the year, none of the Directors, their associates or any
shareholders (who to the knowledge of the Directors owned more
than 5% of the issued share capital of the Company) had any interest
in any of the five largest customers or suppliers of the Group.
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KEY RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

Being people-oriented, the Group ensures all staff are reasonably
remunerated and continues to improve and regularly review
and update its policies on remuneration and benefits, training,
occupational health and safety.

The Group maintains a good relationship with its customers. A
customer complaint handling mechanism is in place to receive, analyse
and study complaints and make recommendations on remedies with
the aim of improving service quality.

The Group is in good relationship with its suppliers and conducts a
fair and strict appraisal of its suppliers on an annual basis.

MANAGEMENT CONTRACTS

No contracts of significance concerning the management and
administration of the whole or any substantial part of the business of
the Company were entered into or subsisted during the year under
review.

CONNECTED TRANSACTIONS

No connected transactions were incurred during the year ended
31 December 2018.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, from the Listing Date and
up to the date of this report, the Company has maintained a sufficient
public float of at least 25% of the Company’s issued share capital as
required under the Listing Rules.

DIVIDEND POLICY

The Board intends to adopt a prudent dividend payment policy which
will base on the main factor of the Group's profitability for the year.

The Board has resolved not to recommend the payment of any final
dividend for the year ended 31 December 2018 (2017: Nil). As there is
no interim dividend payable during the year, there will be no dividend
distribution for the whole year at 2018.

BOARD COMMITTEES

The Company comprises the Nomination Committee, the
Remuneration Committee, the Audit Committee and the Regulatory
Compliance Committee as described from page 23 to 32 of this
annual report.
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

Each of the Directors has confirmed that he is neither engaged, nor
interested, in any business which, directly or indirectly, competes or
may compete with the Group's business.

NON-COMPETITION UNDERTAKINGS BY THE

CONTROLLING SHAREHOLDERS

Each of Merit Lead Investments Limited, Mr. Lin Qingxiong, Mr. Qiu
Zhigiang and Mr. Cai Jinxu, being controlling shareholders of the
Company, has entered into a deed of non-competition on 27 March
2014 (the "Deed of Non-Competition”) so as to better safeguard the
Group from any potential competition and to formalise the principles
for the management of potential conflicts between them and to
enhance its corporate governance in connection with the listing of the
shares on the Stock Exchange.

The independent non-executive Directors were not required to review
any matter in relation to compliance and enforcement of the Deed of
Non-Competition during the Period.

The Company has received written confirmation from Mr. Lin
Qingxiong, Mr. Qiu Zhigiang and Mr. Cai Jinxu, being controlling
shareholders of the Company on 30 March 2015 that they have
complied with the terms of the deed of non-competition and consent
to the respective terms and conditions.

LITIGATION

Dismissal of winding up petition against the
Company

As disclosed in the announcement of the Company dated 8 March
2018, 9 March 2018 and 19 April 2018 in relation to winding up
petition against the Company, on 5 March 2018, the Company
received a petition (the “Petition”) entitled HCCW56/2018 presented
by PC Securities Limited (the “Petitioner”) to the High Court of Hong
Kong S.A.R. for winding up of the Company and the hearing of
the Petition is fixed for 9 May 2018 before a Master in Court. The
Petitioner claimed to be the holder of a bond for the principal amount
of HK$84,000,000 with coupons 7% issued by the Company on 28
January 2015 (the “Bond”). As disclosed in the announcement of the
Company dated 24 May 2018, the winding up petition was dismissed
according to the order of the High Court.

EERBRFRB RS

REFCOHRREMENSHAEEEK AR I HE
BEEAEGFRVRETERF 2 EFRANZETERS
FHAER -

ERRRAEH 2 T3

RIZE-—WF=ZA-++tB ARRHERERE
MIRBEARRNR  MBHEE - EFER KL N
ERAEERBRI LN IHRFRZH(THEFER

5T ARG

W) RERREAEE RN REMEBEEZRS
ERG@HHRE2MBEFERNEERA - UK
SR OB SR FT ETH ISR ER o

BIURTESFHREANE RS ARET R

TTHRFRONEFER -

ARRBEE_Z-—HAF=A=THKIWELER
& SRR ERESBREERAN R RHERMR
R B PIE 8 7 A3 T AP B IRFKIL A
BA BRI RO RER K -

2
HEHEQARNBEEREE

BUMARRBHATE—NF=ZANB =2
—NFE=ZANBR-Z-N\FMOA+HLEEBH
HARRIZEBREFNLNEMBEESRIN ﬁA:%ﬁ
—N\F=ZARB  ARFEEEEESFERA
((%%M)ﬁ%;%%%lhﬂﬁz@mwﬂ*kf#ﬁsﬁ
HCCW56/2018Z£ (27 BkARnaE
c BEMEAMFIR-ZE— ) \FHEANBRESE
/ziﬁmﬁ c2RABBARRRRN-_ZE—RF—
BZ+N\BFR#ETEFZBEA  EF54LS %57%
84,000,000 L ' BB E7% ([ZEH]) -
MARNRIBSA-T—\FRAZ erElet
T BREFCRESS AR ZESEE -

MBI ERGER2T
2018 FE e

51




REPORT OF THE DIRECTORS EE [ & E

HHEBRER
() ZREM EERRXMAFEFERNER

SUBSEQUENT EVENTS
(@) Proposed change of domicile; proposed

52

adoption of new memorandum of continuance
and new Bye-laws; proposed cancellation of
share premium account; and proposed capital

reorganisation

On 12 November 2018, the Company announcement that the
board of directors of the Company (the “Board”) proposes to
change the domicile of the Company from the Cayman Islands
to Bermuda by way of de-registration in the Cayman Islands
and continuation as an exempted company under the laws of
Bermuda (the “Change of Domicile”). The implementation of
the Change of Domicile will not affect the continuity of the
Company and its listing status on the Stock Exchange.

In connection with the Change of Domicile, it is proposed
that the new Memorandum of Continuance and the new
Bye-laws be adopted by the Company to replace the existing
Memorandum and the Articles, respectively, in order to comply
with the laws of Bermuda.

The Board proposes to cancel the entire amount standing to
the credit of the share premium account of the Company and
to transfer the credits arising from such cancellation to an
account designated as the contributed surplus account of the
Company before the Change of Domicile becoming effective.
The account designated as the contributed surplus account of
the Company, subject to the approval of the shareholders at
the extraordinary general meeting by way of special resolution,
shall be the contributed surplus account of the Company within
the meaning of the Companies Act 1981 of Bermuda upon the
Change of Domicile becoming effective.

The Board proposes to implement the capital reorganisation
(“Capital Reorganisation”) after the Change of Domicile
becoming effective which comprises the following:

(i)  share consolidation on the basis of every ten issued and
unissued existing shares of par value HK$0.10 each into
one consolidated share of par value HK$1.00 each;

(i) reduction of the issued share capital of the Company
through a cancellation of the paid-up capital of the
Company to the extent of HK$0.99 on each of the issued
consolidated share so that the nominal value of each issued
consolidated shares will be reduced from HK$1.00 to
HK$0.01; and
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(i) the share subdivision of each authorised but unissued
consolidated share of HK$1 (including those arising from
the capital reduction) into one hundred adjusted shares of
HK$0.01 each.

On 21 February 2019, the Board of the Company announced
that the Change of Domicile has not yet become effective and
therefore it is expected that the effective date of the Capital
Reorganisation will be delayed.

Details of above are set out in the Company’s announcements
dated 12 November 2018 and 21 February 2019.

Demand for repayment of borrowings

On 14 February 2019, the Company received demand from
Ms. Zhang Xue Ping, the bond holder, in respect of repayment
of the bond principal of approximately HK$680,000 together
with the interest (including the bond interest and the default
interest). The Company is seeking legal advice on this matter.

Issue of bond

From the year end date of 31 December 2018 to the date of
annual report, the Company issued corporate bonds amounted
to approximately HK$11.0 million for the raising of working
capital purpose.

AUDITOR

The financial statements have been audited by World Link CPA Limited.
A resolution to reappoint World Link CPA Limited, the independent
auditor of the Company will be proposed at the forthcoming annual
general meeting.

DISCLAIMER OF OPINION

1.

Opening balances and corresponding figures

In the predecessor auditor’s report dated 29 March 2018 in
respect of the audit of the consolidated financial statements of
the Group for the year ended 31 December 2017 (the “2017
Financial Statements”), the predecessor auditor did not express
an opinion on the 2017 Financial Statements. The disclaimer of
opinion was resulted from scope limitation based on reasons
summarised in the basis for disclaimer of opinion paragraphs
therein.
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Consequently, the auditors were unable to obtain sufficient
appropriate audit evidence regarding the opening balances
and corresponding figures and there were no alternative audit
procedures to satisfy themselves as to whether the opening
balances and corresponding figures were free from material
misstatement.

Trade and other receivables, impairment losses
of trade receivables and reversal of impairment

losses of prepayments

As at 31 December 2017, the carrying amounts of
trade receivables and prepayments were approximately
RMB155,927,000 (net of allowance for trade receivables of
approximately RMB575,432,000) and RMB17,726,000 (net of
allowance for prepayments of approximately RMB163,990,000)
respectively and during the year ended 31 December 2018, the
Group recognised impairment losses of trade receivables and
reversal of impairment losses of prepayments of approximately
RMB176,546,000 and RMB10,921,000 respectively. The
auditors have been unable to obtain sufficient and appropriate
audit evidence to satisfy themselves whether the aforesaid
balances of trade receivables and prepayments were fairly stated
as at 31 December 2017 and whether the related impairment
losses of trade receivables and reversal of impairment losses
of prepayments were properly recorded for the year ended 31
December 2018.

Investment in an associate, impairment losses
of goodwill of investment in an associate and

share of losses of an associate

As at 31 December 2017, the carrying amount of investment
in an associate were approximately RMB71,506,000 (net of
impairment losses of goodwill of investment in an associate of
approximately RMB60,000,000) and during the year ended 31
December 2018, the Group recognised impairment losses of
goodwill of investment in an associate and share of losses of an
associate of approximately RMB909,000 and RMB70,597,000
respectively. The auditors have been unable to obtain sufficient
and appropriate audit evidence to satisfy themselves whether
the aforesaid balance of investment in an associate was fairly
stated as at 31 December 2017 and whether the related
impairment losses of goodwill of investment in an associate and
share of losses of an associate were properly recorded for the
year ended 31 December 2018.
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Material uncertainty related to going concern 4. FRBEKLENERTHBREE
The auditors draw attention to note 2 to the consolidated BEIEAHMBRERM T2 AER
financial statements which mentions that the Group incurred HE-_Z-—\F+ZA=+T—HILFE
a loss of approximately RMB369,281,000 for the year ended EEFEBHARK369,281,000T KR
31 December 2018, and as at 31 December 2018, the Group “E-N\F+ZA=+—B AEEHR
had net current liabilities and net liabilities of approximately DEGEFELEBEEFELINNAARE
RMB575,778,000 and RMB472,180,000, respectively. 575,778,000 7T & A R # 472,180,000 7T °
Furthermore, as at 31 December 2018, the Group’s bank o RZE—-—NF+ZA=+—H &
borrowings of approximately RMB133,692,000 were overdue SEMRITERLOARYE 133,692,000 LE
and its bonds of approximately RMB326,797,000 are subject to B - W EEH L AR 326,797,000 7T 7
renewal or to be fully repaid within the next twelve months as TEEIWE T BMEWNT 24T HER
disclosed in note 24 to the consolidated financial statements. RETZEARNEEREE - ZFBERHA
These conditions indicate the existence of a material uncertainty GREERTHBREERE AR RNEBENE
which may cast significant doubt on the Group’s ability to BIOERRNERBRER - & BHRE
continue as a going concern. The consolidated financial BRHEBELCEEERE  AARERUARE
statements have been prepared on a going concern basis, the SEEERIEBEREAEY  YRABES
validity of which depends upon that the Group will be able to SERBEBRATHEBRE - AR
successfully negotiate and agree with the creditors to renew RigREFTELINAE - 50 BRE
or extend the existing borrowings or complete debt financing WARBERAI L ERAREZEBETEND
to meet its liabilities as they fall due in the foreseeable future. EEMEBHNAMNAR - FHMRABEKR
The consolidated financial statements do not include any THHAEZEREHIBRETOIE -
adjustments that would result from the failure to meet in full R ERAEBESRITRERFAEA
its financial obligations in the foreseeable future. The auditors SEXFHNTHARAEZNRE - FFtMT
consider that the material uncertainty has been adequately MFECERENERNTHPRRBERER -
disclosed in the consolidated financial statements. However, in
view of the extent of the uncertainty relating to the continued
support of the Group’s bankers and bondholders, the auditors
disclaim our opinion in respect of the material uncertainty
relating to the going concern basis.

On behalf of the Board REEFE

Li Jia Yin =EE

Acting Chairlady HREFE

Hong Kong, 27 March 2019 B ZE-NF=A=++tH
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INDEPENDENT AUDITOR’S REPORT

R SCTE S

UWorkd Leénk CPA Limited
EEXKE (&8 etmESBAERAT

To the members of Moody Technology Holdings Limited
(Formerly known as “Wang Tai Holdings Limited"”)
(Incorporated in Cayman Islands with limited liability)

DISCLAIMER OF OPINION

We were engaged to audit the consolidated financial statements
of Moody Technology Holdings Limited (the “Company”) and
its subsidiaries (the “Group”) set out on pages 61 to 150, which
comprise the consolidated statement of financial position as at 31
December 2018, and the consolidated statement of profit or loss and
other comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements, including a
summary of significant accounting policies.

We do not express an opinion on the consolidated financial
statements of the Group. Because of the significance of the matters
described in the Basis for Disclaimer of Opinion section of our
report, we have not been able to obtain sufficient and appropriate
audit evidence to provide a basis for an audit opinion on these
consolidated financial statements. In all other respects, in our opinion,
the consolidated financial statements have been properly prepared
in compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.
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BASIS FOR DISCLAIMER OF OPINION

1.

Opening balances and corresponding figures

In the predecessor auditor’s report dated 29 March 2018 in
respect of the audit of the consolidated financial statements of
the Group for the year ended 31 December 2017 (the “2017
Financial Statements”), the predecessor auditor did not express
an opinion on the 2017 Financial Statements. The disclaimer of
opinion was resulted from scope limitation based on reasons
summarised in the basis for disclaimer of opinion paragraphs
therein.

Consequently, we were unable to obtain sufficient appropriate
audit evidence regarding the opening balances and
corresponding figures and there were no alternative audit
procedures to satisfy ourselves as to whether the opening
balances and corresponding figures were free from material
misstatement. Any adjustments that might have been found
necessary may have effect on the Group’s assets and liabilities
as at 31 December 2017 and 1 January 2018 and its results for
the year ended 31 December 2018, and the presentation and
disclosure thereof in the consolidated financial statements.

Trade and other receivables, impairment losses
of trade receivables and reversal of impairment

losses of prepayments

As at 31 December 2017, the carrying amounts of
trade receivables and prepayments were approximately
RMB155,927,000 (net of allowance for trade receivables of
approximately RMB575,432,000) and RMB17,726,000 (net of
allowance for prepayments of approximately RMB163,990,000)
respectively and during the year ended 31 December 2018, the
Group recognised impairment losses of trade receivables and
reversal of impairment losses of prepayments of approximately
RMB176,546,000 and RMB10,921,000 respectively. We
have been unable to obtain sufficient and appropriate audit
evidence to satisfy ourselves whether the aforesaid balances
of trade receivables and prepayments were fairly stated as
at 31 December 2017 and whether the related impairment
losses of trade receivables and reversal of impairment losses
of prepayments were properly recorded for the year ended 31
December 2018.
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BASIS FOR DISCLAIMER OF OPINION (continuea)

3.

Investment in an associate, impairment losses
of goodwill of investment in an associate and

share of losses of an associate

As at 31 December 2017, the carrying amount of investment
in an associate were approximately RMB71,506,000 (net of
impairment losses of goodwill of investment in an associate of
approximately RMB60,000,000) and during the year ended 31
December 2018, the Group recognised impairment losses of
goodwill of investment in an associate and share of losses of an
associate of approximately RMB909,000 and RMB70,597,000
respectively. We have been unable to obtain sufficient and
appropriate audit evidence to satisfy ourselves whether the
aforesaid balance of investment in an associate was fairly stated
as at 31 December 2017 and whether the related impairment
losses of goodwill of investment in an associate and share of
losses of an associate were properly recorded for the year ended
31 December 2018.

Any adjustments found to be necessary in respect of the figures
as described above might have a significant consequential effect
on the Group’s financial performance and cash flows for the year
ended 31 December 2018 and the financial positions of the Group
as at 31 December 2017, and the related disclosures thereof in the
consolidated financial statements.
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BASIS FOR DISCLAIMER OF OPINION (continued)

4. Material uncertainty related to going concern
We draw attention to note 2 to the consolidated financial
statements which mentions that the Group incurred a loss
of approximately RMB369,281,000 for the year ended 31
December 2018, and as at 31 December 2018, the Group
had net current liabilities and net liabilities of approximately
RMB575,778,000 and RMB472,180,000, respectively.
Furthermore, as at 31 December 2018, the Group’s bank
borrowings of approximately RMB133,692,000 were overdue
and its bonds of approximately RMB326,797,000 are subject to
renewal or to be fully repaid within the next twelve months as
disclosed in note 24 to the consolidated financial statements.
These conditions indicate the existence of a material uncertainty
which may cast significant doubt on the Group’s ability to
continue as a going concern. The consolidated financial
statements have been prepared on a going concern basis, the
validity of which depends upon that the Group will be able to
successfully negotiate and agree with the creditors to renew
or extend the existing borrowings or complete debt financing
to meet its liabilities as they fall due in the foreseeable future.
The consolidated financial statements do not include any
adjustments that would result from the failure to meet in full
its financial obligations in the foreseeable future. We consider
that the material uncertainty has been adequately disclosed in
the consolidated financial statements. However, in view of the
extent of the uncertainty relating to the continued support of
the Group’s bankers and bondholders, we disclaim our opinion
in respect of the material uncertainty relating to the going
concern basis.

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance with
International Financial Reporting Standards issued by the International
Accounting Standards Board and the disclosure requirements of the
Hong Kong Companies Ordinance, and for such internal control
as the directors determine is necessary to enable the preparation
of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.
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RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS (continuea)

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

The Audit Committee assists the directors in discharging their
responsibilities for overseeing the Group’s financial reporting process.

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

Our responsibility is to conduct an audit of the Group’s consolidated
financial statements in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants (the “"HKICPA") and to issue an auditor’s report.
However, because of the matters described in the Basis for Disclaimer
of Opinion section of our report, we were not able to obtain sufficient
appropriate audit evidence to provide a basis for an audit opinion on
these consolidated financial statements.

We are independent of the Group in accordance with the HKICPA's
Code of Ethics for Professional Accountants (the “Code”), and we
have fulfilled our other ethical responsibilities in accordance with the
Code.

World Link CPA Limited

Certified Public Accountants

Lo Ka Ki

Audit Engagement Director

Practising Certificate Number — P06633

5th Floor

Far East Consortium Building
121 Des Voeux Road Central
Hong Kong

Hong Kong, 27 March 2019
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
A REREMZEEER

For the year ended 31 December 2018
EE— )\ FF A= —HItEE

2018 2017

—E—N\E —T—+4F
RMB’000 RMB’000
AR®ET ARET T

Revenue g = 9 250,660 271,858
Cost of sales $HE KA (250,721) (288,462)
Gross loss £i8 61) (16,604)
Other income HaA 10 30,584 8,591
Selling and distribution costs THE R AR (2,906) (2,090)
General and administrative expenses —RRITHFA X (223,322) (606,820)
Loss from operations EEEE (195,705) (616,923)
Finance costs BB AR 11 (103,220) (68,678)
Impairment losses of goodwill of R—REBE R RMRER

investment in an associate EESERIEN ] (909) =
Share of losses of an associate oiE— & QA M EE (70,597) (15,350)
Loss before tax MRBLATEE (370,431) (700,951)
Income tax credit/(expense) FrigfiEe,/ (F%) 12 1,150 (31,814)

Loss and total comprehensive income FRAERATEE AES

for the year attributable to the BERZEWHEEE

owners of the Company 13 (369,281) (732,765)
Loss per share BREE

Basic (RMB cents) ER(ARED) 16(a) (21.62) (47.27)

Diluted (RMB cents) e (ANRED) 16(b) (21.62) (47.27)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
BRI R

At 31 December 2018
RZF-NF+ZH=4+—H

2018 2017

—E-N\F —E—tF
RMB’000 RMB’'000
AR¥ET T ARET T

Non-current assets kRBEE
Property, plant and equipment WE - BB KRG 17 373,734 396,372
Leasehold land and land use right THE L % (s A 18 22,665 23,223
Investment in an associate R—EBERRNEE 19(a) - 71,506
396,399 491,101
Current assets REBEE
Leasehold land and land use right et R LA 18 558 558
Inventories mE 20 30,707 52,213
Trade and other receivables B 5 R H A FE WK 21 114,119 225,825
Amount due from an associate i il /N B E] 19(b) - 7,290
Bank and cash balances WIT R AR 22 1,414 1,254
146,798 287,140
Current liabilities REBAE
Trade and other payables B 5 & E b FE S FRIE 23 187,595 162,806
Borrowings Bx 24 530,489 438,324
Amount due to an associate ARl /NI B E] 19(b) 4,492 -
722,576 601,130
Net current liabilities REBAEFHE (575,778) (313,990)
Total assets less current liabilities EEHERABERE (179,379) 177,111
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION & 48 IR &

R~
R

=3

At 31 December 2018
NFF+=—A=4+—H

2018 2017
—E—N\EF —E—tF
RMB’000 RMB’000
AR®ET ARET T

Non-current liabilities kRBER
Borrowings BN 24 278,660 287,337
Deferred income LA 25 13,722 17,237
Deferred tax liabilities BEERIEEE 26 419 1,569
292,801 306,143
Net liabilities BEFHE (472,180) (129,032)

Equity R

Share capital [N 27 150,493 124,010
Reserves s 28 (622,673) (253,042)
Total deficit B A4 % (472,180) (129,032)

RIB-NFZA-_TLtREESSHERRE

Approved and authorised for issue by the Board of Directors on

27 March 2019. Fz o
Ms. Li Jai Yin Mr. Wu Jianxiong
ZEELE REERE
Director Director
EE EE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
ARSIk

For the year ended 31 December 2018
F -\ FEF A= —HILFE

Share Share Capital Statutory  Accumulated
capital premium reserve reserve losses Total

B& {3 EAGE AT Zith8 st
(note28(a)  (note 28 (b))  (note 28 (c))
(Kizx28(a)  (MizE28(0)  (Bi&E28(0)
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETR ARETR ARETR ARET:

At 1 January 2017 i 2 ! 124,010 500,745 113,510 24,151 (158,683) 603,733
Total comprehensive income and A2 ANELEREEE D

changes in equity for the year - - - - (732,765) (732,765)
At 31 December 2017 and RZE—tE+-A=1-H

1 January 2018 k=%F-\§-A—-H 124,010 500,745 113,510 24,151 (891,448) (129,032)
Issue of shares BTRG 26,483 (350) - - - 26,133
Total comprehensive income ~ ERZEKHEAE

for the year - - - - (369,281) (369,281)
Changes in equity for the year FAEZEH 26,483 (350) - - (369,281) (343,148)
At 31 December 2018 RZE-NE+ZB=1-H 150,493 500,395 113,510 24,151 (1,260,729) (472,180)
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CONSOLIDATED STATEMENT OF CASH FLOWS
AHRERE

2018

—E-N\E§
Note RMB’000
Bt & AR¥T R

Cash flows from operating activities RETHABRSRE
Loss before tax M Fi R &5 18 (370,431) (700,951)
Adjustments for: M S IREL L
Amortisation of deferred income I FE U A 2 5 (3,515) (867)
Amortisation of leasehold land ME 4 i J o+ b A A
and land use right 5y 558 557
Depreciation of property, plant and W BEREREBETE
equipment 34,768 33,657
Gain on disposal of available-for-sale HEAHEESREE
financial assets ol - (300)
Impairment losses of goodwill of NSRRI E
investment in an associate B REERE 909 -
Impairment losses of inventories FEZREEE 7,373 1,529
Impairment losses of other receivables H fth fE U SRIE 2 R B ES 1B 2,825 =
Impairment losses of trade receivables Z 5 W GRIE 2 R EE 18 176,546 445,544
Finance costs BEKA 103,220 68,678
Loss on disposals of property, plant and HEWE - WEREE
equipment 518 109 459
Interest income FEHBA (6) (246)
(Reversal of impairment)/impairment losses I I8 2 CR{ER D),/
of prepayments WIEEE (10,921) 104,603
Share of losses of an associate 7 fh — & A R 8 EE 70,597 15,350
Operating profit/(loss) before working EEEREPALL
capital changes wm A (E518) 12,032 (31,987)
Decrease/(increase) in inventories FERD (35 m) 14,133 (3,805)
Increase in trade and other receivables B 5 N HAih & YR IR 1 AN (56,149) (90,679)
Decrease/(increase) in amount due from FE W — Rl Bt & R B FRIE
an associate (&) 7,290 (7,290)
Increase/(decrease) in trade and other B NHMENFRIE
payables %0, CR ) 24,789 (38,365)
Increase in amount due to an associate FERT — B & A B 3RIE
A0 4,492 -
Cash generated from/(used in) operations &£ & Fr15,(FTF) IR & 6,587 (172,126)
Hong Kong Profits Tax paid ERAEBRIEH - (1,485)
Net cash generated from/(used in) rEFEBRS (T A)
operating activities BT 6,587 (173,611)
Cash flow from investing activities RETHHBSHRSRE
Acquisition of subsidiaries W HEHTE A ) 34(a) (595) -
Purchases of items of property, plant and BEWE  BERE&E
equipment BH 34(b) (12,531) (4,138)
Proceeds from disposals of property, plant ~ HEWE « HE & RE
equipment FriS 5/ 18 292 3,716
Interest received 2R B 6 246
Net cash used in investing activities REZHFARETEE (12,828) (176)
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CONSOLIDATED STATEMENT OF CASH FLOWS SR ZEERXR

For the year ended 31 December 2018

— = 14E4— = |t
Br_—_F—/\FTH="7 HIEFE

Cash flow from financing activities RETEBRESRS

Borrowings raised BEEX 265,756 384,308

Repayment of borrowings EEER (241,465) (208,356)

Decrease in pledged bank deposits AR IR 1T 17 TRk - 20,960

Interest paid EF LA (44,023) (25,953)

Proceeds from issue of shares TR P15 5K IE 26,133 -
Net cash from financing activities METEMEHES T 6,401 170,959
Net increase/(decrease) in cash and ReERBESEEYEM

cash equivalents (m2) F88 160 (2,828)
Cash and cash equivalents at 1 January R—A—AZHEREEE

(£ 1,254 4,082

Cash and cash equivalents at R+-ZA=+t—BzHRER

31 December REZEY 1,414 1,254

Analysis of cash and cash equivalents ReRASEE/BYIN
Bank and cash balances RITRIR B AR 22 1,414 1,254
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CORPORATE INFORMATION

Moody Technology Holdings Limited (the “Company”) was
incorporated in the Cayman Islands as an exempted company
with limited liability under the Companies Law, Cap. 22
(Law 3 of 1961, as consolidated and revised) of the Cayman
Islands on 29 April 2013. The address of its registered office is
Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman
KY1-1108, Cayman Islands. The principal place of business
of the Company in Hong Kong is located at 39/F, Gloucester
Tower, the Landmark, 15 Queen’s Road Central, Hong Kong.
The Company’s shares are listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
since 25 April 2014 (the “Listing”).

With effect from 30 August 2018, the name of the Company
was changed from Wang Tai Holdings Limited to Moody
Technology Holdings Limited.

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 35 to the
consolidated financial statements.

GOING CONCERN BASIS

The Group incurred a loss of approximately RMB369,281,000
for the year ended 31 December 2018 and as at 31 December
2018, the Group had net current liabilities and net liabilities
of approximately RMB575,778,000 and RMB472,180,000
respectively. Furthermore, as at 31 December 2018, the Group’s
bank borrowings of approximately RMB133,692,000 were
overdue and its bonds of approximately RMB326,797,000 are
subject to renewal or to be fully repaid within the next twelve
months as disclosed in note 24 to the consolidated financial
statements. These conditions indicate the existence of a material
uncertainty which may cast significant doubt on the Group’s
ability to continue as a going concern. Therefore, the Group
may be unable to realise its assets and discharge its liabilities in
the normal course of business.

The directors of the Company are of the opinion that it is
appropriate to prepare the consolidated financial statements on
going concern basis. These consolidated financial statements
have been prepared on a going concern basis, the validity of
which depends upon that the Group will be able to successfully
negotiate and agree with the creditors to renew or extend
the existing borrowings or complete debt financing to meet
its liabilities as they fall due. Should the Group be unable to
continue as a going concern, adjustments would have to be
made to the consolidated financial statements, to write down
the value of assets to their recoverable amounts, to provide for
further liabilities which might arise and to reclassify non-current
assets and non-current liabilities as current assets and current
liabilities, respectively. The effect of these adjustments has not
been reflected in the consolidated financial statements.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

BB I Rk b 5E

For the year ended 31 December 2018
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 Bf # 3R R B 5%

3.

For the year ended 31 December 2018

BASIS OF PREPARATION

These consolidated financial statements have been prepared
in accordance with International Financial Reporting Standards
("IFRSs”) issued by International Accounting Standards Board
(the "IASB"). IFRSs comprise International Financial Reporting
Standards (“IFRS"); International Accounting Standards (“IAS");
and Interpretations. These consolidated financial statements also
comply with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on the Stock Exchange and
with the disclosure requirements of the Hong Kong Companies
Ordinance (Cap. 622). Significant accounting policies adopted
by the Group are disclosed below.

The IASB has issued certain new and revised IFRSs that are
first effective or available for early adoption for the current
accounting period of the Group. Note 4 provides information
on any changes in accounting policies resulting from initial
application of these developments to the extent that they are
relevant to the Group for the current and prior accounting
periods reflected in these consolidated financial statements.

ADOPTION OF NEW AND REVISED IFRSs
(a) Application of new and revised IFRSs

The IASB has issued a number of new and revised IFRSs
that are first effective for annual periods beginning
on or after 1 January 2018. Of these, the following
developments are relevant to the Group’s consolidated
financial statements:

(i)  IFRS 9 Financial Instruments; and
(i) IFRS 15 Revenue from Contracts with Customers.
The Group has not applied any new standard or

interpretation that is not yet effective for the current
accounting period.

6 8 MOODY TECHNOLOGY HOLDINGS LIMITED

2018 Annual Report

2HNEE
EHFBRRDBREER ST LRSS
(B St £ =g ) B 2 BRI
WEER ((HEIHEREERL]) HR -
PR TS RS A R SRR B 15 5 Al ([ B
BB HEER] B EL ([BER
SEERD  hRE - RFAHMBEER
IR 38 T B 22 T B 7 BT AR BN 2 i R AR R MR
XEBEBREIGD (F6228) ZWEBRE -
AEERANERSABREENT -

HERgtEAEERCHME T K
ERTBERM GRS EL  ZEENRAE
EAS HREE R AN AT HEREFRA -
4Rt AR EERAZEERME
HEFRESFBRRESHNER - MHEEER
AEBRANEG G/ 158K P RBR B9 IR B I
BESTTHEAR -

BRANFTR] RIS T BIBR A B3R &

% A

(a) FE R 3ET R A4S 5T B BR B 3% 3R
2R
B G EREEERGE TR -2
—N\F—A—BRZERGN T ES
BEPES oSt = T
oA TR R AR EEN S G SR
RIEH

() BIRFBHREENLEIREHBMT

A&
(i EIRFEREERF 155K S
BEP AL

7N ER B30 4 AN AN & AT HIR R OR &
W AT RIS R -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR =2 B 5%

For the year ended 31 December 2018

4. ADOPTION OF NEW AND REVISED IFRSs 4. HR#HzI R EETBERBEHRE

(continued) i’%ﬂu ()
(a) Application of new and revised IFRSS (continued) (a) FE R #Ta] R &L 4& 3R] Bl BR B 7% 3R
HER| @)
A A
IFRS 9 Financial instruments BEEREERFEIFLHMT
A

IFRS 9 replaces the provisions of IAS 39 that relate to the
recognition, classification and measurement of financial
assets and financial liabilities, derecognition of financial
instruments, impairment of financial assets and hedge
accounting.

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

The adoption of IFRS 9 resulted in the following changes
to the Group’s accounting policies.

(a) Classification
From 1 January 2018, the Group classifies its
financial assets in the following measurement
categories:

- those to be measured subsequently at fair
value through other comprehensive income
("FVTOCI") or fair value through profit or loss
("FVTPL"); and

- those to be measured at amortised cost.

The classification depends on the Group’s business
model for managing the financial assets and the
contractual terms of the cash flows.

For assets measured at fair value, gains and losses
will either be recorded in profit or loss or other
comprehensive income. For investments in equity
instruments that are not held for trading, this
will depend on whether the Group has made an
irrevocable election at the time of initial recognition
to account for the equity investment at FVTOCI.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 Bf # 3R R B 5%

For the year ended 31 December 2018

£ ZX
b3,

— H H =3

4. ADOPTION OF NEW AND REVISED IFRSs

70

(continued)

(a) Application of new and revised IFRSS (continued)

IFRS 9 Financial instruments (continued)

(b) Measurement

(c)

At initial recognition, the Group measures a
financial assets at its fair value plus, in the case of a
financial assets not at FVTPL, transaction costs that
are directly attributable to the acquisition of the
financial asset. Transaction costs of financial assets
carried at FVTPL are expensed in profit or loss.

Financial assets with embedded derivatives are
considered in their entirety when determining
whether their cash flows are solely payment of
principal and interest.

Impairment

From 1 January 2018, the Group assesses on a
forward looking basis the expected credit losses
("ECL") associated with its financial assets carried
at amortised cost and FVTOCI. The impairment
methodology applied depends on whether there has
been a significant increase in credit risk.

For receivables, the Group applies the simplified
approach permitted by IFRS 9, which requires
expected lifetime losses to be recognised from initial
recognition of the receivables.

MOODY TECHNOLOGY HOLDINGS LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR =2 B 5%

For the year ended 31 December 2018

4. ADOPTION OF NEW AND REVISED IFRSs 4. HR#HzI R EETBERBEHRE

(continued) i’%ﬂu (&)
(a) Application of new and revised IFRSS (continued) (a) FER 5] R&1E:T BB Bt 75 3R
&2 8 @)

IFRS 9 Financial instruments (continued)

Set out below is the impact of the adoption of IFRS 9 on
the Group.

With respect to the financial assets classified as loans
and receivables (which were measured at amortised cost)
under IAS 39, the Group has assessed the business model
under which the financial assets are managed and its
contractual cash flow characteristics, and these financial
assets will continue with their respective classification
and measurements upon the adoption of IFRS 9, and the
carrying amounts of these financial assets as at 1 January
2018 have not been impacted by the initial application of
IFRS 9.

The measurement categories for all financial liabilities
remain the same. The carrying amounts for all financial
liabilities at 1 January 2018 have not been impacted by
the initial application.

The Group did not designate or de-recognise any financial
assets or financial liabilities at FVTPL at 1 January 2018
and the initial adoption of IFRS 9 did not have impact on
the Group's opening accumulated losses.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 establishes a comprehensive framework for
determining whether, how much and when revenue
is recognised. It replaced IAS 18 Revenue, IAS 11
Construction Contracts and related interpretations.

The Group has applied IFRS 15 retrospectively with
the cumulative effect of initially applying this standard
recognised at the date of initial application, 1 January
2018. Any difference at the date of initial application is
recognised in the opening accumulated losses (or other
components of equity, as appropriate) and comparative
information has not been restated. The initial adoption
of IFRS 15 did not have impact on the Group’s opening
accumulated losses and how the Group recognised its
revenue.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B I Rk R B 5T

For the year ended 31 December 2018

i > — & J14E 4+ — H =+ |- 4F [&F
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4. ADOPTION OF NEW AND REVISED IFRSs

(continued)
(b) New and revised IFRSs in issue but not yet

effective

The Group has not early applied new and revised IFRSs
that have been issued but are not yet effective for the
financial year beginning 1 January 2018. These new and
revised IFRSs include the following which may be relevant
to the Group.

IFRS 16 Leases

B BREERFE 167HEE
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Effective for
accounting periods
beginning on or after

RT3 B8
ZERBEN
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1 January 2019

—ZE-hE—H—H

IFRIC 23 Uncertainty over Income Tax Treatments BIFR B 43R & R E QS F 235 1 January 2019

F8mi R 1B /) e E 1 —T-NF—H—H

Annual Improvements to IFRSs 20152017 Cycle B BRELEA T —1FE 1 January 2019

TE—LFRAFFENE —ZE—-hF—A—H

Amendments to IAS 28 Long-term Interest in B2 st 2RI 2857 ({8 5T AN) 1 January 2019

Associates and Joint Ventures N ABEREN —ZE-hF—-HA—H
RAE#ER

The Group is in the process of making an assessment of
what the impact of these amendments and new standards
is expected to be in the period of initial application. So
far the Group has identified some aspects of IFRS 16
which may have a significant impact on the consolidated
financial statements. Further details of the expected
impacts are discussed below. While the assessment has
been substantially completed for IFRS 16, the actual
impacts upon the initial adoption of the standards may
differ as the assessment completed to date is based on the
information currently available to the Group, and further
impacts may be identified before the standards are initially
applied in the Group’s interim financial report for the six
months ended 30 June 2019. The Group may also change
its accounting policy elections, including the transition
options, until the standards are initially applied in that
interim financial report.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR =2 B 5%

For the year ended 31 December 2018

4. ADOPTION OF NEW AND REVISED IFRSs 4. RHAHTTREBITBEBMBHRE
ontinue ‘;E EIJ (?.E)
(C d) -+
(b) New and revised IFRSs in issue but not yet (b) ERTEMRERNHT KL

effective (continued)

IFRS 16 Leases

IFRS 16 replaces IAS 17 Leases and related interpretations.
The new standard introduces a single accounting model
for lessees. For lessees the distinction between operating
and finance leases is removed and lessees will recognise
right-of-use assets and lease liabilities for all leases
(with optional exemptions for short-term leases and
leases of low value assets). IFRS 16 carries forward the
accounting requirements for lessors in IAS 17 substantially
unchanged. Lessors will therefore continue to classify
leases as operating or finance leases.

IFRS 16 is effective for annual periods beginning on
or after 1 January 2019. The Group intends to apply
the simplified transition approach and will not restate
comparative amounts for the year prior to first adoption.

Based on a preliminary assessment, the standard will
affect primarily the accounting for the Group’s operating
leases. The Group's office property leases are currently
classified as operating leases and the lease payments (net
of any incentives received from the lessor) are recognised
as an expense on a straight-line basis over the lease
term. Under IFRS 16 the Group may need to recognise
and measure a liability at the present value of the future
minimum lease payments and recognise a corresponding
right-of-use asset for these leases. The interest expense
on the lease liability and depreciation on the right-of-use
asset will be recognised in profit or loss. The Group’s assets
and liabilities will increase and the timing of expense
recognition will also be impacted as a result.

As disclosed in note 31, the Group’s future minimum lease
payments under non-cancellable operating leases for its
office properties amounted to approximately RMB933,000
as at 31 December 2018. These leases are expected to be
recognised as lease liabilities, with corresponding right-of-
use assets, once IFRS 16 is adopted. The amounts will be
adjusted for the effects of discounting and the transition
reliefs available to the Group.

1& 5T B PR B 7% 3R 5 2E Bl ()
B B EERE 16 HFHE
B PR B 75 R & 2E Bl 55 16 5% R B R
S EAE17HEEREEBERE -
MEAGABASIAE —g5ER -
HABAmMS  KENMERENRER
DELRE  MABABRFAERE
MRAEHAEEELTEEAE (CHHE
EREEEEEMNHEREEIZER
%) o BRSBTS REERIE 165004
B et ERE 17 AEREEANS
SESkmITEEARNER - At - HAE
ABEBEHES AR EHE R
BHE -

BERHEREENF16FEANR_-F
—NE-RB—BHARABNHFEH
Al e REBREABCBETE M
BB ERXRAI—FHLERE
B

REBVZFHE ZEABIEZER
SEELEHENGHRE - AREW
WMAEYEHERMOBAKEHE -
MEMNRE (B LAARESS
EAER) EHERNRRE R
RBAX - REBERYHREELS
165%  AEE A REARZFHERKR
R BEBEMNRBENRERRNGTE
BE URIMENERAEEE -H
ERENNERAX REREEEN
ENeEBanER AEENEE
REBEKERAMAMEN - iR

XHKRRTKEXETE -

B EIFER R —N\F
+ZA=+—8 AEEBRLAEME
WA R EHEN R RFERE
EREE#) A AR ¥933,0007T ° TEHA
—BRARRGBEHREERF 1655 -
ZEHEKeRRABEABEULA
EMEAEEE BEBRSELSRIT
BOFERAEEANBEERE
HFAEE o

MBI ERGER2T 73
2018 FE ke



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR = B 5%

For the year ended 31 December 2018

4. ADOPTION OF NEW AND REVISED IFRSs

(Continued)

(b) New and revised IFRSs in issue but not yet

effective (continued)

IFRS 16 Leases (continued)

Other than the recognition of lease liabilities and right-
of-use assets, the Group expects that the transition
adjustments to be made upon the initial adoption of IFRS
16 will not be material. However, the expected changes
in accounting policies as described above could have a
material impact on the Group’s consolidated financial
statements from 2019 onwards.

IFRIC 23 Uncertainty over Income Tax
Treatments

The interpretation of IAS 12 Income Taxes sets out how
to apply that standard when there is uncertainty about
income tax treatments. Entities are required to determine
whether uncertain tax treatments should be assessed
separately or as a group depending on which approach
will better predict the resolution of the uncertainties.
Entities will have to assess whether it is probable that a
tax authority will accept an uncertain tax treatment. If
yes, the accounting treatment will be consistent with the
entity’s income tax filings. If not, however, entities are
required to account for the effects of the uncertainty using
either the most likely outcome or expected value method
depending on which method is expected to better predict
its resolution.

The Group is unable to estimate the impact of the
interpretation on the consolidated financial statements
until a more detailed assessment has been completed.

SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared

under the historical cost convention.

The preparation of financial statements in conformity with IFRS

requires the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the process
of applying the Group’s accounting policies. The areas involving
a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the consolidated

financial statements are disclosed in note 6.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR =2 B 5%

SIGNIFICANT ACCOUNTING POLICIES (continuea)

The significant accounting policies applied in the preparation of
these consolidated financial statements are set out below.

(a) Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up
to 31 December. Subsidiaries are entities over which the
Group has control. The Group controls an entity when
it is exposed, or has rights, to variable returns from its
involvement with the entity and has the ability to affect
those returns through its power over the entity. The
Group has power over an entity when the Group has
existing rights that give it the current ability to direct the
relevant activities, i.e. activities that significantly affect the
entity’s returns.

When assessing control, the Group considers its potential
voting rights as well as potential voting rights held by
other parties. A potential voting right is considered only if
the holder has the practical ability to exercise that right.

Subsidiaries are consolidated from the date on which
control is transferred to the Group. They are de-
consolidated from the date the control ceases.

The gain or loss on the disposal of a subsidiary that results
in a loss of control represents the difference between (i)
the fair value of the consideration of the sale plus the fair
value of any investment retained in that subsidiary and (ii)
the Company’s share of the net assets of that subsidiary
plus any remaining goodwill and any accumulated foreign
currency translation reserve relating to that subsidiary.

Intragroup transactions, balances and unrealised profits
are eliminated. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the
asset transferred. Accounting policies of subsidiaries have
been changed where necessary to ensure consistency with
the policies adopted by the Group.

In the Company’s statement of financial position, an
investment in a subsidiary is stated at cost less impairment
loss, unless the investment is classified as held for sale (or
included in a disposal group that is classified as held for
sale).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 Bf # 3R R B 5%

5.

For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING POLICIES (continues)

(b) Investment in associates

76

Associates are entities over which the Group has significant
influence. Significant influence is the power to participate
in the financial and operating policy decisions of an entity
but is not control or joint control over those policies. The
existence and effect of potential voting rights that are
currently exercisable or convertible, including potential
voting rights held by other entities, are considered when
assessing whether the Group has significant influence. In
assessing whether a potential voting right contributes to
significant influence, the holder’s intention and financial
ability to exercise or convert that right is not considered.

Investment in an associate is accounted for in the
consolidated financial statements by the equity method
and is initially recognised at cost. Identifiable assets and
liabilities of the associate in an acquisition are measured
at their fair values at the acquisition date. The excess of
the cost of the investment over the Group’s share of the
net fair value of the associate’s identifiable assets and
liabilities is recorded as goodwill. The goodwill is included
in the carrying amount of the investment and is tested
for impairment together with the investment at the end
of each reporting period when there is objective evidence
that the investment is impaired. Any excess of the Group's
share of the net fair value of the identifiable assets and
liabilities over the cost of acquisition is recognised in
consolidated profit or loss.

The Group's share of an associate’s post-acquisition profits
or losses and other comprehensive income is recognised
in consolidated statement of profit or loss and other
comprehensive income. When the Group's share of losses
in an associate equals or exceeds its interest in the associate
(which includes any long-term interests that, in substance,
form part of the Group’s net investment in the associate),
the Group does not recognise further losses, unless it has
incurred obligations or made payments on behalf of the
associate. If the associate subsequently reports profits, the
Group resumes recognising its share of those profits only
after its share of the profits equals the share of losses not
recognised.
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5.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR =2 B 5%

SIGNIFICANT ACCOUNTING POLICIES (continuea)

(b) Investment in associates (continued)

Unrealised profits on transactions between the Group and
its associates are eliminated to the extent of the Group’s
interests in the associates. Unrealised losses are also
eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies of
associates have been changed where necessary to ensure
consistency with the policies adopted by the Group.

(9

Foreign currency translation

(i)

(ii)

Functional and presentation currency

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
consolidated financial statements are presented
in Renminbi (“RMB”), which is the Company’s
functional and presentation currency.

Transactions and balances in each entity’s
financial statements

Transactions in foreign currencies are translated into
the functional currency on initial recognition using
the exchange rates prevailing on the transaction
dates. Monetary assets and liabilities in foreign
currencies are translated at the exchange rates at
the end of each reporting period. Gains and losses
resulting from this translation policy are recognised
in profit or loss.

Non-monetary items that are measured at fair
value in foreign currencies are translated using the
exchange rates at the dates when the fair values are
determined.

When a gain or loss on a non-monetary item
is recognised in other comprehensive income,
any exchange component of that gain or loss is
recognised in other comprehensive income. When a
gain or loss on a non-monetary item is recognised in
profit or loss, any exchange component of that gain
or loss is recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 Bf # 3R R B 5%

For the year ended 31 December 2018
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5.

78

F — H H F 5

SIGNIFICANT ACCOUNTING POLICIES (continued)

(c) Foreign currency translation (continued)
(iii) Translation on consolidation

The results and financial position of all the Group
entities that have a functional currency different
from the Company’s presentation currency are
translated into the Company’s presentation currency

as follows:

- Assets and liabilities for each statement of
financial position presented are translated at
the closing rate at the date of that statement

of financial position;

- Income and expenses are translated at average
exchange rates for the period (unless this
average is not a reasonable approximation of
the cumulative effect of the rates prevailing on
the transaction dates, in which case income
and expenses are translated at the exchange

rates on the transaction dates); and

- All resulting exchange differences are
recognised in other comprehensive income
and accumulated in the foreign currency

translation reserve.

On consolidation, exchange differences arising from
the translation of monetary items that form part of
the net investment in foreign entities are recognised
in other comprehensive income and accumulated
in the foreign currency translation reserve. When a
foreign operation is sold, such exchange differences
are reclassified to consolidated profit or loss as part

of the gain or loss on disposal.
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5.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR =2 B 5%

SIGNIFICANT ACCOUNTING POLICIES (continued)
(d) Property, plant and equipment

Property, plant and equipment held for use in the
production or supply of goods, or for administrative
purposes are stated in the consolidated statement of
financial position at cost, less subsequent accumulated
depreciation and subsequent accumulated impairment
losses, if any.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the
cost of the item can be measured reliably. All other repairs
and maintenance are recognised in profit or loss during
the period in which they are incurred.

Depreciation of property, plant and equipment is
calculated at rates sufficient to write off their cost less
their residual values over the estimated useful lives on a
straight-line basis. The useful lives are as follows:

Buildings 20 years
Machinery and equipment 10 years
Office equipment, furniture and vehicles 5 years

The residual values, useful lives and depreciation method
are reviewed and adjusted, if appropriate, at the end of
each reporting period.

Construction in progress represents buildings under
construction and plant and equipment pending
installation, and is stated at cost less impairment losses.
Depreciation begins when the relevant assets are available
for use.

The gain or loss on disposal of property, plant and
equipment is the difference between the net sales
proceeds and the carrying amount of the relevant asset,
and is recognised in profit or loss.
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5.

80

For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING POLICIES (continues)

(e)

(f)

(9)

Operating leases

Leases that do not substantially transfer to the Group
all the risks and rewards of ownership of assets are
accounted for as operating leases. Lease payments (net of
any incentives received from the lessor) are recognised as
an expense on a straight-line basis over the lease term.

Prepaid land lease payments are stated at cost and
subsequently amortised on the straight-line basis over the
remaining term of the lease.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the weighted
average basis. The cost of finished goods and work in
progress comprises raw materials, direct labour and
an appropriate proportion of all production overhead
expenditure, and where appropriate, subcontracting
charges. Net realisable value is the estimated selling price
in the ordinary course of business, less the estimated costs
of completion and the estimated costs necessary to make
the sale.

Recognition and derecognition of financial
instruments

Financial assets and financial liabilities are recognised in
the consolidated statement of financial position when the
Group entity becomes a party to the contractual provisions
of the instrument.

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets
and financial liabilities (other than financial assets and
financial liabilities at FVTPL) are added to or deducted from
the fair value of the financial assets or financial liabilities,
as appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial assets or
financial liabilities at FVTPL are recognised immediately in
profit or loss.
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5.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR =2 B 5%

SIGNIFICANT ACCOUNTING POLICIES (continuea)

(9)

(h)

()

Recognition and derecognition of financial

instruments (continued)

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

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled
or have expired. The difference between the carrying
amount of the financial liability derecognised and the
consideration paid and payable, including any non-cash
assets transferred or liabilities assumed, is recognised in
profit or loss.

Financial assets

All regular way purchases or sales of financial assets
are recognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the
time frame established by regulation or convention in the
marketplace. All recognised financial assets are measured
subsequently in their entirety at either amortised cost or
fair value, depending on the classification of the financial
assets.

Trade and other receivables

A receivable is recognised when the Group has an
unconditional right to receive consideration. A right to
receive consideration is unconditional if only the passage
of time is required before payment of that consideration
is due. If revenue has been recognised before the Group
has an unconditional right to receive consideration, the
amount is presented as a contract asset.

Receivables are stated at amortised cost using the effective
interest method less allowance for credit losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 Bf # 3R R B 5%

Fo/ the yed/ ended 31 December 2070

5.

82

SIGNIFICANT ACCOUNTING POLICIES (Continued)

()

(k)

)

(m)

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on
hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments
that are readily convertible into known amounts of cash
and which are subject to an insignificant risk of changes
in value, having been within three months of maturity
at acquisition. Bank overdrafts that are repayable on
demand and form an integral part of the Group's cash
management are also included as a component of cash
and cash equivalents for the purpose of the consolidated
cash flow statement. Cash and cash equivalents are
assessed for ECL.

Financial liabilities and equity instruments
Financial liabilities and equity instruments are classified
according to the substance of the contractual
arrangements entered into and the definitions of a
financial liability and an equity instrument under IFRSs. An
equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of
its liabilities. The accounting policies adopted for specific
financial liabilities and equity instruments are set out
below.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred, and subsequently measured at
amortised cost using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement
of the liability for at least 12 months after the reporting
period.

Trade and other payables

Trade and other payables are recognised initially at their
fair value and 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.
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5.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR =2 B 5%

SIGNIFICANT ACCOUNTING POLICIES (continuea)

(n)

(o)

Equity instruments

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

Revenue recognition

Revenue is recognised when control over a product or
service is transferred to the customer, at the amount of
promised consideration to which the Group is expected to
be entitled, excluding those amounts collected on behalf
of third parties. Revenue excludes value added tax or other
sales taxes and is after deduction of any trade discounts.

Revenue from the sale of manufactured products is
recognised when control of the goods has transferred,
being when the goods have been shipped to the buyer’s
specific location (delivery). Following delivery, the buyer
has full discretion over the manner of distribution and
price to sell the goods, has the primary responsibility when
on selling the goods and bears the risks of obsolescence
and loss in relation to the goods. A receivable is
recognised by the Group when the goods are delivered to
the buyer as this represents the point in time at which the
right to consideration becomes unconditional, as only the
passage of time is required before payment is due.

Interest income is recognised as it accrues using the
effective interest method. For financial assets measured at
amortised cost or FVTOCI (recycling) that are not credit-
impaired, the effective interest rate is applied to the
gross carrying amount of the asset. For credit impaired
financial assets, the effective interest rate is applied to
the amortised cost (i.e. gross carrying amount net of loss
allowance) of the asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 Bf # 3R R B 5%

5.

84

For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING POLICIES (continues)

(o)

(p)

Revenue recognition (continued)

Policy prior to 1 January 2018

Revenue is recognised when the amount of revenue can
be reliably measured; when it is probable that future
economic benefits will flow to the Group when specific
criteria have been met for each of the Group's activities.

Revenue from the sales of manufactured goods is
recognised on the transfer of significant risks and rewards
of ownership, which generally coincides with the time
when the goods are delivered and the title has passed to
the customers.

Interest income is recognised on a time-proportion basis
using the effective interest method.

Employee benefits

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

Employee entitlements to sick leave and maternity
leave are not recognised until the time of leave.
(iij) Pension obligations
The Group contributes to defined contribution
retirement schemes which are available to all
employees. Contributions to the schemes by the
Group and employees are calculated as a percentage
of employees’ basic salaries. The retirement benefit
scheme cost charged to profit or loss represents
contributions payable by the Group to the funds.

Termination benefits

Termination benefits are recognised at the earlier of
the dates when the Group can no longer withdraw
the offer of those benefits, and when the Group
recognises restructuring costs and involves the
payment of termination benefits.

(iii)
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5.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR =2 B 5%

SIGNIFICANT ACCOUNTING POLICIES (continued)
(q) Borrowing costs

(r)

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to
get ready for their intended use or sale, are capitalised as
part of the cost of those assets, until such time as the assets
are substantially ready for their intended use or sale.
Investment income earned on the temporary investment
of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
eligible for capitalisation.

To the extent that funds are borrowed generally and
used for the purpose of obtaining a qualifying asset,
the amount of borrowing costs eligible for capitalisation
is determined by applying a capitalisation rate to the
expenditures on that asset. The capitalisation rate is the
weighted average of the borrowing costs applicable to the
borrowings of the Group that are outstanding during the
period, other than borrowings made specifically for the
purpose of obtaining a qualifying asset.

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

Government grants

A government grant is recognised when there is
reasonable assurance that the Group will comply with
the conditions attaching to it and that the grant will be
received.

Government grants relating to income are deferred and
recognised in profit or loss over the period to match them
with the costs they are intended to compensate.

Government grants that become receivable as
compensation for expenses or losses already incurred or
for the purpose of giving immediate financial support to
the Group with no future related costs are recognised
in profit or loss in the period in which they become
receivable.

Government grants relating to the purchase of assets are
recorded as deferred income and recognised in profit or
loss on a straight-line basis over the useful lives of the
related assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 Bf # 3R R B 5%

5.

For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING POLICIES (continues)

(s) Taxation

86

Income tax represents the sum of the current tax and
deferred tax.

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

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

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and
associates, except where the Group is able to control the
reversal of the temporary difference and it is probable
that the temporary difference will not reverse in the
foreseeable future.
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5.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR =2 B 5%

SIGNIFICANT ACCOUNTING POLICIES (continuea)

(s)

Taxation (continued)

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

Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is settled
or the asset is realised, based on tax rates that have
been enacted or substantively enacted by the end of the
reporting period. Deferred tax is recognised in profit or
loss, except when it relates to items recognised in other
comprehensive income or directly in equity, in which case
the deferred tax is also recognised in other comprehensive
income or directly in equity.

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

Deferred tax assets and liabilities are offset when there
is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to
income taxes levied by the same taxation authority and
the Group intends to settle its current tax assets and
liabilities on a net basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 Bf # 3R R B 5%

For the yed/ ended 31 December 2078

ey
b3,

5.

88

SIGNIFICANT ACCOUNTING POLICIES (continued)

(t) Related parties
For the purposes of these consolidated financial
statements, a related party is a person or entity that is
related to the Group.

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

() has control or joint control over the Group;

(i)  has significant influence over the Group; or

(i) is a member of the key management
personnel of the Company or a parent of the
Company.

(B) An entity is related to the Group if any of the
following conditions applies:

(i)  The entity and the Company are members
of the same group (which means that each
parent, subsidiary and fellow subsidiary is
related to the others).

(i) One entity is an associate or joint venture
of the other entity (or an associate or joint
venture of a member of a group of which the
other entity 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
entity.

(v)  The entity is a post-employment benefit plan
for the benefit of employees of either the
Group or an entity related to the Group.

(vi)  The entity is controlled or jointly controlled by
a person identified in (A).

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

(viii) The entity, or any member of a group of
which it is a part, provides key management
personnel services to the Company or to a
parent of the Company.
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5.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR =2 B 5%

SIGNIFICANT ACCOUNTING POLICIES (continued)
(u) Impairment of non-financial assets

(v)

The carrying amounts of non-financial assets are reviewed
at each reporting date for indications of impairment
and where an asset is impaired, it is written down as an
expense through the consolidated statement of profit or
loss to its estimated recoverable amount. The recoverable
amount is determined for an individual asset, unless the
asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets.
If this is the case, recoverable amount is determined for
the cash-generating unit to which the asset belongs.
Recoverable amount is the higher of value in use and the
fair value less costs of disposal of the individual asset or
the cash-generating unit.

Value in use is the present value of the estimated future
cash flows of the asset/cash-generating unit. Present
values are computed using pre-tax discount rates that
reflect the time value of money and the risks specific to
the asset/cash-generating unit whose impairment is being
measured.

Impairment losses for cash-generating units are allocated
first against the goodwill of the unit and then pro rata
amongst the other assets of the cash-generating unit.
Subsequent increases in the recoverable amount caused
by changes in estimates are credited to profit or loss to
the extent that they reverse the impairment.

Impairment of financial assets

The Group recognises a loss allowance for ECL on trade
receivables. The amount of ECL is updated at each
reporting date to reflect changes in credit risk since initial
recognition of the respective financial instrument.

The Group always recognises lifetime ECL for trade
receivables. The ECL on these financial assets are estimated
using a provision matrix based on the Group's historical
credit loss experience, adjusted for factors that are specific
to the debtors, general economic conditions and an
assessment of both the current as well as the forecast
direction of conditions at the reporting date, including
time value of money where appropriate.
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5.

For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING POLICIES (continues)

(v) Impairment of financial assets (continued)

90

For all other financial instruments, the Group recognises
lifetime ECL when there has been a significant increase
in credit risk since initial recognition. However, if the
credit risk on the financial instrument has not increased
significantly since initial recognition, the Group measures
the loss allowance for that financial instrument at an
amount equal to 12-month ECL.

Lifetime ECL represents the ECL that will result from all
possible default events over the expected life of a financial
instrument. In contrast, 12-month ECL represents the
portion of lifetime ECL that is expected to result from
default events on a financial instrument that are possible
within 12 months after the reporting date.

Significant increase in credit risk

In assessing whether the credit risk on a financial
instrument has increased significantly since initial
recognition, the Group compares the risk of a default
occurring on the financial instrument at the reporting
date with the risk of a default occurring on the financial
instrument at the date of initial recognition. In making
this assessment, the Group considers both quantitative
and qualitative information that is reasonable and
supportable, including historical experience and forward-
looking information that is available without undue cost
or effort. 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, governmental bodies, relevant
think-tanks and other similar organisations, as well as
consideration of various external sources of actual and
forecast economic information that relate to the Group's
core operations.
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5.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR =2 B 5%

SIGNIFICANT ACCOUNTING POLICIES (continuea)

(v)

Impairment of financial assets (continued)
Significant increase in credit risk (continued)

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

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

- significant deterioration in external market indicators
of credit risk for a particular financial instrument;

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

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

- significant increases in credit risk on other financial
instruments of the same debtor;

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

Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk 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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For the yed/ ended 31 December 2018
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(v) Impairment of financial assets (continued)

92

Significant increase in credit risk (continued)

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 determined to have low credit risk at the
reporting date. A financial instrument is determined to
have low credit risk if:

(i)  The financial instrument has a low risk of default,

(i)  The debtor has a strong capacity to 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 asset to have low
credit risk when the asset has external credit rating of
“investment grade” in accordance with the globally
understood definition or if an external rating is not
available, the asset has an internal rating of “performing”.
Performing means that the counterparty has a strong
financial position and there is no past due amounts.

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.
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5.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR =2 B 5%

SIGNIFICANT ACCOUNTING POLICIES (continued)
(v) Impairment of financial assets (continued)

Definition of default

The Group considers the following as constituting an
event of default for internal credit risk management
purposes as historical experience indicates that receivables
that meet either of the following criteria are generally not
recoverable.

- when there is a breach of financial covenants by the
counterparty; or

- information developed internally or obtained from
external sources indicates that the debtor is unlikely
to pay its creditors, including the Group, in full
(without taking into account any collaterals held by
the Group).

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

Credit-impaired financial assets

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

- significant financial difficulty of the issuer or the
counterparty;

- a breach of contract, such as a default or past due
event;

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

- it is becoming probable that the counterparty will
enter bankruptcy or other financial reorganization;
or

- The disappearance of an active market for that
financial asset because of financial difficulties.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR = B 5%

For the year ended 31 December 2018

5.

SIGNIFICANT ACCOUNTING POLICIES (continues)

(v) Impairment of financial assets (continued)

924

Write-off policy

The Group writes off a financial asset when there is
information indicating that the debtor is in severe
financial difficulty and there is no realistic prospect of
recovery, including when the debtor has been placed
under liguidation or has entered into bankruptcy
proceedings, or in the case of trade receivables, when the
amounts are over two years past due, whichever occurs
sooner. Financial assets written off may still be subject
to enforcement activities under the Group's recovery
procedures, taking into account legal advice where
appropriate. Any recoveries made 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 described above. As
for the exposure at default, for financial assets, this is
represented by the assets’ gross carrying amount at the
reporting date determined based on historical trend, the
Group’s understanding of the specific future financing
needs of the debtors, and other relevant forward-looking
information.

For financial assets, the ECL is estimated as the difference
between all contractual cash flows that are due to the
Group in accordance with the contract and all the cash
flows that the Group expects to receive, discounted at the
original effective interest rate.

If the Group has measured the loss allowance for a
financial instrument at an amount equal to lifetime ECL
in the previous reporting period, but determines at 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-month ECL at the current
reporting date, except for assets for which simplified
approach was used.

The Group recognises an impairment gain or loss in profit
or loss for all financial instruments with a corresponding
adjustment to their carrying amount through a loss
allowance account.
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5.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR =2 B 5%

SIGNIFICANT ACCOUNTING POLICIES (continued)
(v) Impairment of financial assets (continued)

Policy prior to 1 January 2018

At the end of each reporting period, the Group assesses
whether its financial assets (other than those at FVTPL)
are impaired, based on objective evidence that, as a
result of one or more events that occurred after the initial
recognition, the estimated future cash flows of the (group
of) financial asset(s) have been affected.

For trade receivables that are assessed not to be impaired
individually, the Group assesses them collectively for
impairment, based on the Group’s past experience of
collecting payments, an increase in the delayed payments
in the portfolio, observable changes in economic
conditions that correlate with default on receivables, etc.

Only for trade receivables, the carrying amount is reduced
through the use of an allowance account and subsequent
recoveries of amounts previously written off are credited
against the allowance account. Changes in the carrying
amount of the allowance account are recognised in profit
or loss.

For all other financial assets, the carrying amount is
directly reduced by the impairment loss.

For financial assets measured at amortised cost, if the
amount of the impairment loss decreases in a subsequent
period and the decrease can be related objectively to an
event occurring after the impairment was recognised, the
previously recognised impairment loss is reversed (either
directly or by adjusting the allowance account for trade
receivables) through profit or loss. However, the reversal
must not result in a carrying amount that exceeds what
the amortised cost of the financial asset would have been
had the impairment not been recognised at the date the
impairment is reversed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 Bf # 3R R B 5%

For the year ended 31 December 2018

2=

5.

926

F — H H F 5

SIGNIFICANT ACCOUNTING POLICIES (continue)
(w) Provisions and contingent liabilities

(x)

Provisions are recognised for liabilities of uncertain
timing or amount when the Group has a present legal
or constructive obligation arising as a result of a past
event, it is probable that an outflow of economic benefits
will be required to settle the obligation and a reliable
estimate can be made. Where the time value of money is
material, provisions are stated at the present value of the
expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow is
remote. Possible obligations, whose existence will only be
confirmed by the occurrence or non-occurrence of one
or more future events are also disclosed as contingent
liabilities unless the probability of outflow is remote.

Events after the reporting period

Events after the reporting period that provide additional
information about the Group’s position at the end of the
reporting period are adjusting events and are reflected
in the consolidated financial statements. Events after
the reporting period that are not adjusting events are
disclosed in the notes to the consolidated financial
statements when material.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR =2 B 5%

CRITICAL JUDGEMENTS AND KEY
ESTIMATES

Critical judgements in applying accounting
policies

In the process of applying the accounting policies, the directors
have made the following judgements that have the most
significant effect on the amounts recognised in the consolidated
financial statements (apart from those involving estimations,
which are dealt with below).

(a)

(b)

Going concern basis

These consolidated financial statements have been
prepared on a going concern basis, the validity of which
depends upon that the Group will be able to successfully
negotiate and agree with the creditors to renew the
existing borrowings or complete debt financing to meet its
liabilities as they fall due in the foreseeable future. Details
are explained in note 2 to the consolidated financial
statements.

Significant increase in credit risk

ECL are measured as an allowance equal to 12-month
ECL for stage 1 assets, or lifetime ECL for stage 2 or stage
3 assets. An asset moves to stage 2 when its credit risk
has increased significantly since initial recognition. IFRS 9
does not define what constitutes a significant increase in
credit risk. In assessing whether the credit risk of an asset
has significantly increased the Group takes into account
qualitative and quantitative reasonable and supportable
forward looking information.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR = B 5%

For the year ended 31 December 2018

98

CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Continued)

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

(a)

(b)

Property, plant and equipment and
depreciation

The Group determines the estimated useful lives, residual
values and related depreciation charges for the Group’s
property, plant and equipment. This estimate is based
on the historical experience of the actual useful lives
and residual values of property, plant and equipment of
similar nature and functions. The Group will revise the
depreciation charge where useful lives and residual values
are different to those previously estimated, or it will write-
off or write-down technically obsolete or non-strategic
assets that have been abandoned.

The carrying amount of property, plant and equipment
as at 31 December 2018 was approximately
RMB373,734,000 (2017: RMB396,372,000).

Impairment of property, plant and equipment
Property, plant and equipment are reviewed for
impairment whenever events or changes in circumstances
indicate that the carrying amount of the assets exceeds
their recoverable amount. The recoverable amount is
determined with reference to the fair value less costs of
disposal. Where the fair value less costs of disposal are
less than expected or there are unfavourable events and
change in facts and circumstance which result in revision
of fair value less costs of disposal, a material impairment
loss may arise.

No impairment of property, plant and equipment was
made during the year ended 31 December 2018 (2017:
Nil).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR =2 B 5%

CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Continued)
Key sources of estimation uncertainty (continued)

(c)

(d)

(e)

Income taxes

The Group is subject to income taxes in several
jurisdictions. Significant estimates are required in
determining the provision for income taxes. There are
many transactions and calculations for which the ultimate
tax determination is uncertain during the ordinary course
of business. Where the final tax outcome of these matters
is different from the amounts that were initially recorded,
such differences will impact the income tax and deferred
tax provisions in the period in which such determination is
made.

During the year, income tax of approximately
RMB1,150,000 was credited to profit or loss (2017:
income tax expense of approximately RMB31,814,000
was charged to profit or loss).

Impairment of investment in an associate

The Group’s management determines at each reporting
date whether there is any objective evidence that the
investment in an associate is impaired. If this is the
case, the Group calculates the amount of impairment
as the difference between the recoverable amount of
the associate and its carrying value and recognises the
amount adjacent to “share of losses of an associate”
and “impairment losses of goodwill of investment in an
associate” in the consolidated statement of profit or loss
and other comprehensive income.

Share of losses of an associate and impairment losses of
goodwill of investment in an associate of approximately
RMB70,597,000 and RMB909,000 (2017: RMB15,350,00
and Nil) respectively were made for the year ended 31
December 2018.

Allowance for slow-moving inventories
Allowance for slow-moving inventories is made based
on the ageing and estimated net realisable value of
inventories. The assessment of the allowance amount
involves judgement and estimates. Where the actual
outcome in future is different from the original estimate,
such difference will impact the carrying value of
inventories and allowance charge/write-back in the period
in which such estimate has been changed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR = B 5%

For the year ended 31 December 2018

6. CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Continued)

Key sources of estimation uncertainty (continued)
(e) Allowance for slow-moving inventories (continued)

(f)

100

Allowance for slow-moving inventories of approximately
RMB7,373,000 (2017: RMB1,529,000) was made for the
year ended 31 December 2018.

Impairment loss for trade and other receivables
Prior to the adoption of IFRS 9 on 1 January 2018, the
management of the Group assesses at the end of each
reporting period whether there is any objective evidence
that trade and other receivables are impaired. The
provision policy for bad and doubtful debts of the Group
is based on the evaluation of collectability and aging
analysis of accounts and on management’s judgement.
A considerable amount of judgement is required in
assessing the ultimate realisation of trade and other
receivables, including the current creditworthiness and the
past collection history of each customer. If the financial
conditions of customers of the Group were to deteriorate,
resulting in an impairment of their ability to make
payments, additional allowance may be required.

Since the adoption of IFRS 9 on 1 January 2018, the
management of the Group estimates the amount of
impairment loss for ECL on trade and other receivables
based on the credit risk of trade and other receivables.
The amount of the impairment loss based on ECL model
is measured as the difference between all contractual
cash flows that are due to the Group in accordance
with the contract and all the cash flows that the Group
expects to receive, discounted at the effective interest rate
determined at initial recognition. Where the future cash
flows are less than expected, or being revised downward
due to changes in facts and circumstances, a material
impairment loss may arise.

As at 31 December 2018, the carrying amount of trade
and other receivables is approximately RMB114,119,000
(net of allowance for doubtful debts of approximately
RMB907,872,000) (2017: RMB225,825,000 (net
of allowance for doubtful debts of approximately
RMB739,422,000)).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS <481 1§ R R B 5%

FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial risks:
foreign currency risk, credit risk, liquidity risk and interest
rate risk. The Group’s overall risk management programme
focuses on the unpredictability of financial markets and seeks
to minimise potential adverse effects on the Group’s financial
performance.

(a) Foreign currency risk
The Group has certain exposure to foreign currency risk
as some of its business transactions, assets and liabilities
are denominated in the currencies other than functional
currencies of the Group entities.

The Group currently does not have a foreign currency
hedging policy in respect of foreign currency transactions,
assets and liabilities. The Group monitors its foreign
currency exposure closely and will consider hedging
significant foreign currency exposure should the need
arise.

The following table demonstrates the sensitivity at the end
of the reporting period to a reasonably possible change
in the exchange rate of HK$, with all other variables held
constant, of the Group's loss before tax due to changes in
the value of monetary assets and liabilities.

Year ended 31 December 2018 HE—F—N\§

tZA=+t—HLEE

For the year ended 31 December 2018

Bz —F—)\F+ - A=+—HIFE

Bt b e
AEEREEPHESESREAR B
SRR EE R REBIER R R E
B AEENBEERREEDEINT
AEANESRME  TENEEREAKH
MBRRNEETNEE -

(a) SMEEER
AEEmES TIINERR  HRES
DEKRS  BEERABNAREER
BB BB AN B EHE -

AREBEBAAERINER 5 - BEENR
B EHIEINE L RER - AEEE )
EREIMER B - WASERSE B
BEARSMNERR

TRETEZHNEGBETHNBFR
T HAE¥EERBEEEELME
A ) AN SR B B 0 B S 1R 3 i A ROB
TLERNSEEEZEMERE -

Functional
currency (Increase)/
strengthened/ decrease in
(weakened) by loss before tax

ThEE BR Bt AT 5 18
123, (Rs) (), HW
% RMB’000

AR T

5%/(5%) (28,773)/28,773
(Note) (Fif&E)

Year ended 31 December 2017 HE_ZE—+4F

+-A=+—HItFE

5%/(5%) (23,833)/23,833

(Note) (Fif i)

Note: This is mainly a result of foreign exchange gain/(loss) on
borrowings denominated in HK$.

BRE e T E 2 MR ST RHE B RSN E
Wzt (E518) P8 s -

MM ERBERQAE
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For the year ended 31 December 2018

£ ZX
b3,

tF+— H H | FE[E

7. FINANCIAL RISK MANAGEMENT (continued)
(b) Credit risk

102

The carrying amounts of trade and other receivables and
bank balances included in the consolidated statement
of financial position represent the Group’s maximum
exposure to credit risk in relation to its financial assets.

The Group has no concentration of credit risk.

Customer credit risk is managed by each business unit
subject to the Group's established policy, procedures
and control relating to customer credit risk management.
Individual credit evaluations are performed on all
customers requiring credit over a certain amount. These
evaluations focus on the customer’s past history of making
payments when due and current ability to pay, and take
into account information specific to the customer as well
as pertaining to the economic environment in which the
customer operates. Trade receivables are due within 90
days from the date of billing. Debtors with balances that
are more than 30 days past due are requested to settle all
outstanding balances before any further credit is granted.
Normally, the Group does not obtain collateral from
customers.

The Group measures loss allowances for trade receivables
at an amount equal to lifetime ECL, which is calculated
using a provision matrix. As the Group's historical credit
loss experience does not indicate significantly different
loss patterns for different customer segments, the
loss allowance based on past due status is not further
distinguished between the Group’s different customer
bases.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS <481 1§ R R B 5%

FINANCIAL RISK MANAGEMENT (continued)
(b) Credit risk (Continued)

The following table provides information about the
Group's exposure to credit risk and ECL for trade
receivables as at 31 December 2018:

7.

For the year ended 31 December 2018

FH X —F 1TEFE4+—H=-4 | |- £ [
BE—F )\ F+-A=1T—HILFE

B A5 R b B I ()
(b) SEREM @
TRIEEHEEBEAEBER - —N\F
+- A=+ BFEYMEERR R
BHRENREEHEEFEEER

Gross

Expected carrying Loss

loss rate amount allowance

EHEEE IREAE EiEEE

RMB’000 RMB’'000

% AR®T AR® TR

Current (not past due) BPER (ki HA) 0% 27,668 -

Less than 6 months past due #8175 & A 36%-100% 10,854 7,595
Over 6 months but less than  Bi&/<E A B LR

12 months 12 & A 36%-100% 14,173 9,244

Over 1 year —F N E 100% 635 635

53,330 17,474

The above expected loss rates are adjusted to reflect
differences between economic conditions during the
period over which the historic data has been collected,
current conditions and the Group’s view of economic
conditions over the expected lives of the trade receivables.

For other receivables, the Group recognises lifetime ECL
when there has been a significant increase in credit risk
since initial recognition. However, if the credit risk on
the other receivables has not increased significantly since
initial recognition, the Group measures the loss allowance
for the other receivables at an amount equal to 12-month
ECL.

EAEHEE R EHE - ARBRIL
S SL IR IR R QBEAOR - B ATR
AR AL B E 5 R IRN TR
AR RMEEERR Z BEANER -

REMEYFAMS  AKEEREE
EIEE VAR ENRIENSERE
HIFEHEEER - A WEMEK
REMEEBEB MR ERRETEX
fEig & - NEERRE S — @A A
EEBEASN ST EEMEUKR
TR E R
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For the year ended 31 December 2018
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7. FINANCIAL RISK MANAGEMENT (continueq)
(b) Credit risk (Continued)

104

The following table provides information about the
Group’s exposure to credit risk and ECL for other
receivables which has significant increase in the credit risk
as at 31 December 2018:

H A & U SN IR

Other receivables

7.

BHBEER

Expected
loss rate

% AR®T

1%-5%

B 7% L B B B ()
(b) EERBS @

T 5% $R 4 AN T D M LR TR
—2-N\F+-A=+—AREER
L ETET e e-Pa til
BBImAR -

Gross
carrying Loss
amount allowance
IREAE BERE
RMB’000 RMB’000
AR®T T

56,802 2,825

The above expected loss rates are adjusted to reflect
differences between economic conditions during the
period over which the historic data has been collected,
current conditions and the Group's view of economic
conditions over the expected lives of the other receivables.

Except for the above, the Group has assessed that the
ECL of other receivables is insignificant as at 31 December
2018 under 12-month ECL model and therefore no loss
allowance provision was recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS <481 1§ R R B 5%

FINANCIAL RISK MANAGEMENT (continued)

(b) Credlt riSk (Continued)

Prior to 1 January 2018

Prior to 1 January 2018, an impairment loss was
recognised only when there was objective evidence of
impairment. At 31 December 2017, trade receivables of
approximately RMB155,927,000 was determined to be
impaired. The aging analysis of trade receivables that were
not considered to be impaired was as follows:

7.

For the year ended 31 December 2018

I — 1A — H— ] 1|4 EF
A 73 -, H —-/ ] |-4E
X = J\ =T J / HA1L T/

B 7% L B B )
(b) SERER @

R-FE-NF—F—HZH
R_E—N\F—F—BZa  E&%F
EHBERESERREESE K=
E—+HF+_A=+—HBH BHEW
KL AR 155,927,000 & E A
HERE - TEFEEREZE ZER
REZRESTIT

2017

—T—+fF

RMB'000

AR®ETTT

Neither past due nor impaired I 5 %80 AR SR (E 58,186
Less than 6 months past due TEH RS E A 75,755
Over 6 months but less than 12 months past due TEEARR BB ABE DR 126EA 21,986
97,741

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

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

The credit risk on bank balances are limited because the
counterparties are banks with high credit-ratings assigned
by international credit-rating agencies.

KRBT ARIEZE S RYGIREX
ETRYEIIERCBCEFAR

BEE Y ERENEKRFRES TR
AEEBRERBRINELEFAR
ERNBaEgR EEERR FEE
FUBESABZHEERDERBAE
gl @ - B AR S AR IE L
BB -

RITEHNEERRAR  BHFH
REREEFOAEBREENREER
FPARERTT -
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For the year ended 31 December 2018
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7. FINANCIAL RISK MANAGEMENT (continued)

(o)

106

Interest rate risk
The Group’s bonds bear interests at fixed interest rates
and therefore are subject to fair value interest rate risks.

The Group's exposure to interest-rate risk arises from its
bank borrowings. The bank borrowings bear interests at
variable rates that vary with the then prevailing market
condition.

Except as stated above, the Group does not have other
significant interest-bearing assets and liabilities at the
end of reporting period, its income and operating cash
flows are substantially independent of changes in market
interest rates.

The following table demonstrates the sensitivity to a
reasonably possible change in interest rates, with all other
variable held constant, of the Group’s loss before tax.

For the year ended

7.

B SR b B I ()

() FZEE
AEEZ BHZETEF RS - WA
AENTFEFER R -

7485 [ R R L BROR A LR (T 1
W MTEFEIDFIR B - HE
B RTTRTA R ED -

B Lt &SN NEE R & E R &
HBBAGHEBEEREE HEBAR
REFERERNMLY FE TG R E
L®®-

BT - 6 B H BR 15 Al 5 18 3 7 K
MEEBEERLNBRE -

(Increase)/
decrease in
loss before tax
BR%i Al &5 18
() wD

Increase/
(decrease) in
interest rate

JE

#mGRd)
% RMB’000

ARET T

BE-E-N\E+=AH

31 December 2018 =+—HIEEE 1%/(1%) (2,337)/2,337
For the year ended
31 December 2017 HE_Z—tF+_H
=t+—BItFE 1%/(1%) (2,518)/2,518
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For the year ended 31 December 2018

Bz —F—)\F+ - A=+—HIFE
7. FINANCIAL RISK MANAGEMENT (continueq) 7. BERRERE @
(d) Liquidity risk (d) RENMEREER

The Group's policy is to regularly monitor current
and expected liquidity requirements to ensure that it
maintains sufficient reserves of cash to meet its liquidity
requirements in the short and longer term.

The following tables show the remaining contractual
maturities at the end of each reporting period of the
Group's financial liabilities, based on undiscounted cash
flows (including interest payments computed using
contractual rates or, if floating, based on rates current at
the reporting date) and the earliest date the Group can be
required to pay.

The maturity analysis based on contractual undiscounted
cash flows of the Group’s non-derivative financial liabilities
is as follows:

AEEBR BT REZ Y REHRR
BESER UBREAEFTERS
ERHAMEEENERINRDES

FKoe

TRINMAEEERBER S HE DR
AERAMRARERE (BREAHOF
R EH (WRFBMNE) LHhE B H
MIRITH R EOF BN RAE
B A] gt R R A& F A HiRT H A
MBS KFH -

AEEFRTESRMBEZALNRKE
BaRENIMBRSNTAT

On demand
or less than 1to 2to0 Over
1 year 2 years 5 years 5years Total
REX
F-FR -2mE MERE EENE @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBFTL ARBTT ARBTT  ARETR ARBTT
31 December 2018 —E-N\5+Z8
=+-H
Trade and other payables ESRHMEMNTE 178,316 - - - 178,316
Amount due to an associate Ef-BHEAT5E 4,492 - - - 4,492
Borrowings B3 629,488 74,119 249,815 169,073 1,122,495
31 December 2017 “Z—+F+ZR
Sqr=[
Trade and other payables EEYENNIES 156,353 = = = 156,353
Borrowings CE 474,812 107,434 138,910 275,269 996,425
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For the year ended 31 December 2018

BE—F—\Ft_A=F—HUFE
7. FINANCIAL RISK MANAGEMENT (continued) 7. BERBERE@®
(e) Categories of financial instruments at 31 (e) AT-A=+—Hz&®mIA
December W]
2018 2017
—E-—N\EF —ET—+F
RMB’000 RMB’000
AR T ARETFIT
Financial assets: SREE :
Financial assets at amortised cost HEHBEKATENEREE 109,969 -

Loans and receivables (including cash B & EUZKIE (BIERE X

and cash equivalents) ReZEM) - 216,643
Financial liabilities: SREE
Financial liabilities at amortised cost BEBEKNATTENEREE 991,957 882,014

(f) Fair values
The carrying amounts of the Group’s financial assets
and financial liabilities as reflected in the consolidated
statement of financial position approximate their
respective fair values.

SEGMENT INFORMATION

For the year ended 31 December 2018, the Group has two
reportable segments as follows:

- Sales of fabrics; and
- Sales of shoes and clothes.

For the year ended 31 December 2017, the Group has three
reportable segments as follows:

- Sales of fabrics;
- Sales of cotton yarns; and
- trading of polyetherimide (“PEI").

The Group’s reportable segments are strategic business units
that offer different products. They are managed separately
because each business requires different technology and
marketing strategies.

1 0 8 MOODY TECHNOLOGY HOLDINGS LIMITED
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For the year ended 31 December 2018

o e — g — J=
N )1 £E A / 7 |- 4E ]
Er < /\FT A / HICF/=

SEGMENT INFORMATION (continued) 8. ZOHER W

The accounting policies of the operating segments are the KEDENEFTEERES OB &M
same as those described in note 5 to the consolidated financial SHTit 2 @5t EHRAER - D BERTBER
statements. Segment profit or loss do not include other income, U A~ SHE RS HEKA  —RRITBRX -
selling and distribution costs, general and administrative BERAK  REEERAFTMIEENHERE
expenses, finance costs, impairment losses of goodwill of EREESEHENGER DHTEETE
investment in an associate and share of losses of an associate. FER—RHEBEARINRE - EWEHE QA
Segment assets do not include investment in an associate, HIERBITRReESR DHEETBRRE
amount due from an associate and bank and cash balances. FET—EEE & R A E - BVER KR IE R IE
Segment liabilities do not include amount due to an associate, BERER -

current and deferred tax liabilities and borrowings.

Shoes and
Fabrics clothes Total

H HEERRE Bt

RMB’000 RMB’000 RMB’000
AR® T ARET ARET

Segment results DEEE
Year ended 31 December 2018: HZE_-ZT—/\F+=A
=t—BLEHFE:

Reportable revenue from external 2R B 4NEBR F A A] 2 3R

customers Wz 227,163 23,497 250,660
Reportable segment (loss)/profit A2k 5 50 (ER), & F (3,427) 3,366 (61)
Other income Hup g A 30,584
Selling and distribution costs $HE Ko SHBAR (2,906)
General and administrative expenses — % & 17K % (223,322)
Finance costs RbE A (103,220)
Impairment losses of goodwill of R E R FRRIRER

investment in an associate MEREEE (909)
Share of losses of an associate Ah— M E A RR EE (70,597)
Loss before tax Br 1% A BT 4R (370,431)
Other segment items Hih o EBE A
Capital expenditure BEARFEZ 12,531 - 12,531
Amortisation of leasehold land THE T i (E R

and use right 5y 558 - 558
Depreciation of property, plantand ~ #12 « B R 2 BT E

equipment 33,126 - 33,126
Impairment losses REEE 175,828 - 175,828
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For the year ended 31 December 2018

BE—F—\Ft_A=F—HUFE
8. SEGMENT INFORMATION (continues) 8. IoMER@

Fabrics Yarns PEI Total
i Uik TigBH Bar

RMB'000 RMB'000 RMB'000 RMB'000
ARBFTL ARBFIT ARBTT ARBTT

Segment results PEEE
Year ended 31 December 2017: #HE=-ZF—-+5+=AH
=+-HILEE:

Reportable revenue from RENDEFH

external customers PEE: U 271,858 - - 271,858
Reportable segment loss AEHRDHERE (16,604) = - (16,604)
Other income HlgA 8,591
Selling and distribution costs HERDHKA (2,090)
General and administrative expenses —#& 1T R &2 (606,820)
Share of losses of an associate A —EE D F]

MER (15,350)

Finance costs A& KA (68,678)
Loss before tax BRE A E B (700,951)
Other segment items HittoBEE
Capital expenditure BREY 28,774 = - 28,774
Amortisation of leasehold land and &L K+

land use right EREEE 557 - - 557
Depreciation of property, VER ST

plant and equipment e 31,606 1,499 - 33,105
Impairment losses REBE 242,071 - 309,605 551,676
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For the year ended 31 December 2018

4 = e — —_ R
BE—F—/FTHA=1T—"HIFFE

8. SEGMENT INFORMATION (continued) 8. Z7WMERm

Shoes and
Fabrics clothes Total

RS HERER #st
RMB’000 RMB’000 RMB’000
AR® T ARET ARET

Segment assets and liabilities PHEEREE

At 31 December 2018: R=-ZE-NF+=A
=+—8:

Segment assets DEWEE 539,714 2,069 541,783
Unallocated assets KOBLEE 1,414
Total assets EEHEE 543,197
Segment liabilities PEMEE 201,317 - 201,317
Unallocated liabilities FoBLaE 814,060
Total liabilities =Rt ol 1,015,377

Fabrics Yarns PEI Total
[ TRaR TiR%8HK BT

RMB'000 RMB'000 RMB'000 RMB'000
AREBTT AREBTT AREBTE AREBTR

Segment assets and liabilities P HEER AR

At 31 December 2017: R=-Z2—+F+=AH
=+—8:

Segment assets PEEE 698,191 - - 698,191
Unallocated assets AOBREE 80,050
Total assets EEHAE 778,241
Segment liabilities DEEE 177,423 2,620 = 180,043
Unallocated liabilities Ao AE 727,230
Total liabilities EEHHE 907,273
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B I Rk R B 5T

For the year ended 31 December 2018

BE—F—\Ft_A=F—HUFE

8. SEGMENT INFORMATION (continued) 8. AEER mwm)
Geographical information i & & R
The Group's revenue from external customers by location of REBERBINBEFS WA IRE LM EFT
operations are detailed below: wmr

2018 2017
—2-N\E —TtF

RMB’000 RMB'000
AR TR ARBT T

Hong Kong B 11,062 78,884
Korea i 23,497 =
The People’s republic of China (the “PRC"”) HZE AR LFME ([FEH]) 216,101 192,974
250,660 271,858
Over 90% of the Group’s non-current assets (excluding HBRN% M AEEIIRBEE (TEER
investment in an associate) are located in the PRC. Accordingly, —EBE QR E) AR R E - Bt - 8
no further geographical information of non-current assets to be EERBEENHEMBERBETHE -
disclosed.
Information about major customers FEEFNEHR

2018 2017
—EB—N\F —E—+F

RMB’000 RMB'000
AR®T T ARBT T

Customer A EFA 35,159 —*
Customer B =FB —* 40,723
Customer C =P C —* 29,334
& Revenue from these customers did not exceed 10% of total @ REZEFBEPHYETBRFNRYER
revenue for the year. These amounts were shown for comparative 10% > ZE B HHEBARMIITR
purpose.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS <481 1§ R R B 5%

9. REVENUE

Revenue represents the aggregation of net amounts received
and receivable during the year. An analysis of the Group’s

revenue for the year is as follows:

Recognised at point in time:

9. Wz

AR R ERER

For the year ended 31 December 2018

HhZx —

53 144+ — H —- ey
BHE—F—/\FT_HA=1T—"HIFE

WHEFAD KR EBFE 2B - K
BEHFRRBEDMAOT

2018
—E-N\EF

2017
—E—tF

RMB’000
ARETT

RMB’000
AR®T

Sales of fabrics HEHEE 227,163 271,858
Sales of shoes and clothes HEMREHEE 23,497 -
250,660 271,858

10. OTHER INCOME

Amortisation of deferred income of

10. HEalg A

B R 7 M T 7 R AR AT

2018
—B-nE

2017
—E—+F
RMB’000
ARET T

RMB’000
ARBT T

government grants relating to assets LN 3| 3,515 867
Gain on disposal of available-for-sale PEHEESREEN S
financial assets - 300
Government grants received BRI BT ® 7,900 7,158
Interest income FEHA 6 246
Net foreign exchange gains FHINE I 7,889 —
Reversal of impairment losses TERTFRIB 2 R E R E
of prepayments 10,921 -
Others HAh 353 20
30,584 8,591

mMHMBERGERAS
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B I Rk R B 5T

For the year ended 31 December 2018
B2 —FE—NFf _HA="1—HIFE

11. FINANCE COSTS 11. MERK

2018 2017
—E-N\§ —E—tF

RMB’000 RMB'000
AR®T ARETIT

Interest expenses on bank borrowings RITEROFEFAX 21,077 18,625
Interest expenses on bonds BEHMF EMX 82,143 50,053
103,220 68,678

12. INCOME TAX (CREDIT)/EXPENSE 12. iR (%), BIX

2018 2017
—E-N\E —E—tF

RMB’000 RMB'000
AR T ARBTIT

Current tax: BVER# -
Hong Kong Profits Tax BEEFEN
Under-provision in prior years BEFEEENE - 232
PRC Enterprise Income Tax (“PRC EIT") PRI TR
Under-provision in prior years (TR EIREMRER])
BEFERETE - 267
- 499
Deferred tax PR AE TR IR (1,150) 31,315
(1,150) 31,814
No provision for Hong Kong Profits Tax is required since the HRAEERBE_ZT-NF+H
Group has no assessable profit for the year ended 31 December ST RALEFETEERB SN SHBA
2018 (2017: Nil). REBNEVIELRE (T L5 F) -
PRC EIT has been provided at a rate of 25% (2017: 25%) on BHE_Z-N\F+T_A=+—BILLFE-
the estimated assessable profit of those subsidiaries established BRPBIKZZENE QR A ER
in the PRC for the year ended 31 December 2018. T AR 25% (ZF — £ 4F : 25%) FHEA

BEEMEHER -

1 1 4 MOODY TECHNOLOGY HOLDINGS LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS <481 1§ R R B 5%

For the year ended 31 December 2018

HhZx —

- 1L — 7 —_] L AE R
BE—F—/FTHA=1T—"HIFFE

12. FRIEH (&) B @
Frig®i (), B KB i pl E5 18 1) 5 BR

12. INCOME TAX (CREDIT)/EXPENSE (continued)

The reconciliation between the income tax (credit)/expense and

the loss before tax is as follows: R
2018 2017
—E-N\EF —E—tF
RMB’000 RMB'000
AR¥T T ARBFT
Loss before tax MEL AT &R (370,431) (700,951)
Notional tax on loss before taxation, MRELRTR AT EE - AR
calculated at the rates applicable AEEEERTESNE
in the tax jurisdictions concerned (75,650) (137,264)
Tax effect of income that is not taxable TRERFUA R AT X
and expenses that are not deductible ZHBRE 14,996 46,005
Tax effect of tax losses not recognised RERBREEBEE 2 RETE 11,141 18,710
Tax effect of impairment losses provision 5 & &5 8 8 f & 0165 — Rl Bt &
and share of losses of an associate NAEBEEZHBRERER
for which no deferred tax assets was R IE & BE R E R AR
recognised 48,363 103,864
Under-provision in prior years BEFEEESE - 499
Income tax (credit)/expense Frig® (%), B (1,150) 31,814

MM ERBERQAE
2018 FERE 1 1 5



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B I Rk R B 5T

For the year ended 31 December 2018

BE—F-\Ft_H=+—HIFE

13. LOSS FOR THE YEAR 13. FREE
The Group's loss for the year is arrived at after charging/ REBENFABEBLEMG(GTA) BB
(crediting):

2018 2017
—E-N\F —T—tF

RMB’000 RMB'000
AR®T ARETIT

Auditor’s remuneration 1% BRI 7 B 776 1,041
Raw materials and consumables used BT AR A B OB #E da 175,989 246,826
Amortisation of leasehold land and T 3 % - b {5 A A 4 5
land use right 558 557
Depreciation of property, plant and M BREREETE
equipment 34,768 33,657
Gain on disposal of available-for-sale HEAJHEESHEERS
financial assets - (300)
Net foreign exchange (gains)/losses BHNE (W zs), BB (7,889) 15,347
Impairment losses of inventories FEZRERE 7,373 1,529
Impairment losses of other receivables Hfh fE YR IE 2 R B ES 18 2,825 =
Impairment losses of trade receivables Z 5 EWEIA 2 BEEBE 176,546 445,544
Loss on disposals of property, plantand ~ HE®E - BE K& EEE
equipment 109 459
Minimum lease payments under operating A B #: AR & & HE®
leases in respect of office premises HIEBEKE 3,040 946
(Reversal of impairment)/impairment BRFIBEZ CRERR),
losses of prepayments BIEEE (10,921) 104,603
Staff costs (including directors’ BEIRAN(BRESHSE)
emoluments)
— Salaries, bonuses and allowances —¥e AR RERM 17,676 16,745
— Retirement benefit scheme contributions — iE R 48 F 51 21 £ 7% 1,384 6,811
19,060 23,556
Note: Depreciation of property, plant and equipment and staff costs MeE % BMERRBHEREINADAR
of approximately RMB33,126,000 and RMB10,517,000 (2017: #33,126,0007T & A K #10,517,000 7T
RMB33,105,000 and RMB10,827,000) were included in the cost (ZZT—+F: AR%33,105,0007T & A
of sales. [R¥10,827,0007T) BEt ASHE KA ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS <481 1§ R R B 5%

For the year ended 31 December 2018

FH X —F 144 — H=- | |- £ [
R —F—)\F1TZA=1T—"HILFZ

14. BENEFITS AND INTERESTS OF DIRECTORS 14. EEENRERS

(a) Directors’ emoluments (a) EEM<E
Directors’ emoluments disclosed pursuant to section RIEE B A FHEGI 5 383(1) G E /Y
383(1) of the Hong Kong Companies Ordinance are as EEMEWT -
follows:

2018 2017
=B2-N\F —T—tF

RMB’000 RMB'000
AR T ARBTIT

Fees we 313 312
Other emoluments H b B <
Salaries, allowances and benefits e EMEEYH R
in kind 1,570 1,583
Retirement benefit scheme BRIREFIFT B 5K
contributions 82 36
1,652 1,619
1,965 1,931

MM ERBERQAE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B I Rk R B 5T

For the year ended 31 December 2018
B2 —FE—NFf _HA="1—HIFE

14. BENEFITS AND INTERESTS OF DIRECTORS 14. EEEA R ERE @

(Continued)

(a) Directors’ emoluments (continued) () EE=ME @

Salaries,  Retirement
allowances benefit
and benefits scheme

Fees in kind contributions Total

e BAEA
e REWEN  EEX E
RMB'000 RMB'000 RMB'000 RMB'000
ARETRE ARETT ARETR ARETRL

31 December 2018 :3;)\¢+:H
=+-A1

Executive directors HTES

Mr. Deng Qinghui HMEBLE (i - 93 " 104

Mr. Li Dongfan FRANEE (i) - 103 2 105

Ms. Li Jia Yin FEFLL (i) - 248 23 271

Mr. Lin Qingxiong WEELE - 580 26 606

Mr. Qiu Zhigiang potic bk (v) - 136 " 147

Mr. Su Yichao BRETE (v) - 77 1 78

Mr. Tao Tao BELE (i - 103 2 105

Mr. Wu Jianxiong REHELE (vi) - 98 5 103

Mr. Yan Ximao BARLTE ) - 77 1 78

Mr. Yeung Wing Nam BxEEE (vii) - 55 - 55

Independent non-executive BUFHITES

directors

Mr. Chan Sui Wa BRInEE L4 103 - - 103

Mr. Lin Yugang MR (viii) 16 - - 16

Mr. Liu Shungang 2 IE Ml 5 A= (ix) 104 - - 104

Mr. Lo Pak Ho EEELE (x) 7 - - 7

Mr. Ma Chonggi SEMAE (xi) 18 - - 18

Mr. Tam On Yu, Alfred REFEE (x) 7 - - 7

Mr. Wu Jianxiong REHELE (vi) 40 - - 40

Mr. Yu Yubin SR AE (xi) 18 - - 18
313 1,570 82 1,965

31 December 2017 :E;tiﬁ:ﬁ

=+-AH

Executive directors HTES

Mr. Deng Qinghui HEELE (i) = 129 12 141

Mr. Lin Qingxiong B L4 = 1,291 12 1,303

Mr. Qiu Zhigiang B ERELE (iv) - 163 12 175

Independent non-executive BUFHITES

directors

Mr. Chan Sui Wa BinZELAE 104 - = 104

Mr. Ma Chonggi BERULE (xi) 104 - = 104

Mr. Yu Yubin agmss (xi) 104 - = 104
312 1,583 36 1,931

1 1 8 MOODY TECHNOLOGY HOLDINGS LIMITED
2018 Annual Report



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR =2 B 5%

14. BENEFITS AND INTERESTS OF DIRECTORS

(Continued)

(a) Directors’ emoluments (continued)

Notes:

)

(ii)

(iii)

(iv)

(vi)

(vii)

(viii)

(ix)

(xi)

Resigned as an executive director with effect from 5 March
2018.

Appointed as executive directors with effect from 17 April
2018 and resigned with effect from 21 August 2018.

Appointed as an executive director with effect from 29
March 2018.

Resigned as an executive director with effect from 17 April
2018.

Appointed as executive directors with effect from 21
September 2018 and resigned with effect from 21
November 2018.

Appointed as an independent non-executive director
with effect from 29 March 2018 and re-designated from
an independent non-executive director to an executive
director with effect from 21 August 2018.

Appointed as an executive director with effect from 5
March 2018 and resigned with effect from 29 March
2018.

Appointed as an independent non-executive director with
effect from 21 August 2018.

Appointed as an independent non-executive director with
effect from 29 March 2018.

Appointed as independent non-executive directors with
effect from 5 March 2018 and resigned with effect from
29 March 2018.

Resigned as independent non-executive directors with
effect from 5 March 2018.

There was no arrangement under which a director waived
or agreed to waive any emolument during the year (2017:

Nil).

During the year, no emolument has been paid to the
directors as an inducement to join or upon joining the
Group; or as compensation for loss of office (2017: Nil).

There was no discretionary bonus paid or payable to any
of the directors during the year (2017: Nil).

For the year ended 31 December 2018

- J\FE+—H HIFFEE
/\ / / ] H |

14. EEEN R ERE @
(a) EEM <@

P &E -

iy BZE-N\F=ZARARBEHNT
EE-

(i) B \FHA+tHREZTE
ARTEE AR _ZE-NEFENA
—+—HE-

(i) BZE—N\FZAZ-+NLBRBEZ
EAERITES -

(ivv BZT-NFEOA+ERERHEHR
TEE-

v BZZ-N\FAA-t+-BRE
ZERNTER Y _T—N\F
T—AZ+—RERE-

v BZZE-—NEZA-t+HARE
ZEARBUFRTESE YH-F
—NFENAZ+—BUBIIERT
EEHATANTES -

iy BZZE-—NF-RAABREZ(E
BWTEE YR -_E—-NE=A4
—t+HBEHE -

(i) BZE—NFENAZ+—HREZ
ERBIIFERNITES -

(x¥ BZE-N\F=ZA-tNLBRLEZ
ERBIIFNTES -

x BZE-N\F=ZALHEEZER
BYFATESR YN _FT—N\F
ZA-thB#EHE-

x) BZE-N\F=ZALHEHTEL
FERITESE -

REAR BEEBEREXRBEREL
ez 2B (ZT—1LF: &) -

RER  BENERNMS TESRE
LS EINIPNES S 1E9) I SIS
ﬁg%bﬁﬁ%%ﬁﬂakﬁ% —E—tF:

RER - BERAEMEE X HEN
FRAIWBEL(ZT—tF &) -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B I Rk R B 5T

For the year ended 31 December 2018
BE—F-\Ft_H=+—HIFE

14. BENEFITS AND INTERESTS OF DIRECTORS 14. EEEA R ERE @

(Continued)

(b) Directors’ material interests in transactions,
arrangements or contracts
Save for disclosed in note 33 to the consolidated financial
statements, no significant transaction, arrangement and
contract in relation to the Group’s business to which
the Company was a party and in which a director of
the Company and the director’s connected party had a
material interest, whether directly or indirectly, subsisted
at the end of the year or at any time during the year.

15. FIVE HIGHEST PAID INDIVIDUALS 15.

The five highest paid individuals in the Group during the year
included four (2017: two) directors whose emoluments are
reflected in the analysis presented in note 14 to the consolidated
financial statements. The emoluments of the remaining one
(2017: three) individual are set out below:

(b) EERXS THRIAEHHTH
BERER
A DF B SRR I 3E 33 PR 51
WO R R A PO E (RS I - AR
8 — 75 T BLA B 2 757 B A0
EAZ S BHRANT  AQFE
ERESWEATERNMERES
KA -

LEBREHFMAL

REN AEEALREHHALRED
Z(—E—t5 WA)EF AFHE®
EA B REM 14RO DI - L8
—£(ZF—LF  Z8) ALOFMOT :

2018 2017
—2-N\E —TtF

RMB’000 RMB’000

AR¥TR ARBT T

Salaries, bonuses and benefits in kind He - A REWMER 969 1,380
Retirement benefit scheme contributions 3R K38 F 51 2 7% 15 16
984 1,396

The number of non-directors, highest paid employees, whose
emoluments fell within the following bands, is as follows:

RER HHMNF TIBENGESERES
HMALTEBWMT :

Nil to RMB1,000,000 =% AR #%1,000,0007C
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS <481 1§ R R B 5%

For the year ended 31 December 2018

Bz T NF+-A=F+—HIFE
16. LOSS PER SHARE 16. BREE
(a) Basic loss per share (a) BREAXEE
The calculation of the basic loss per share is based on the
following: BREREEIBBATERGTH

2018 2017
=B2-N\F —T—tF

RMB’000 RMB'000
AR T ARBTIT

Loss for the year attributable to owners FF&E &REREIEBFTAZ
of the Company used in the basic RATHEE AEEFR
loss per share calculation Eia (369,281) (732,765)

Number of shares

R#7EE

2018 2017
—E-N\F —T—+tF

Weighted average number of ordinary T ESREAEBEBAZ
shares in issue during the year used FANDEITEBRME

in basic loss per share calculation 98 1,707,972,603  1,550,000,000
(b) Diluted loss per share (b) BREEEHE
No diluted loss per share is presented as the Company did BHRARRREBZ_ZE-NFR_T
not have any dilutive potential ordinary share during the —tF+ A=+ —HIMEFEH
two years ended 31 December 2018 and 2017. EAMBEEEERR  WEENE

P #EE 1R

MM ERBERQAE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B I Rk R B 5T

For the year ended 31 December 2018
B2 —FE—NFf _HA="1—HIFE

17. PROPERTY, PLANT AND EQUIPMENT 17. 1% - BERZHE

(0]
Machinery  equipment,
and furniture and Construction
Buildings  equipment vehicles  in progress

BAZE

R HA
BEM HMERRE REH  HERIE st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTL ARBTL ARBTE ARETR AR

Cost [PEN
At 1 January 2017 RZF—+5—H—-H 371,037 232,915 5,197 - 609,149
Additions RE - 6,274 - 22,500 28,774
Disposals HE - (35,458) (407) - (35,865)
At 31 December 2017 and R-E—+&
1 January 2018 +ZR=+-Bk

—ZE-\¥-H-H 371,037 203,731 4,790 22,500 602,058
Additions RE - 6,510 120 5,901 12,531
Transfer B 26,919 - - (26,919) =
Disposals HE - (3,835) (142) - (3,977)
At 31 December 2018 RZZB-N\§

+=ZA=+-AH 397,956 206,406 4,768 1,482 610,612
Accumulated depreciation 2iHiE
At 1 January 2017 RZE-—+F—A—A 72,481 129,011 2,227 - 203,719
Charge for the year FAXH 16,590 16,515 552 = 33,657
Disposals HE - (31,365) (325) - (31,690)
At 31 December 2017 and R-E—+F

1 January 2018 +ZA=+—-Ak

—“E-\5—H—H 89,071 114,161 2,454 = 205,686
Charge for the year FRXH 15,934 17,192 1,642 - 34,768
Disposals HE - (3,448) (128) = (3,576)
At 31 December 2018 R-EB-N\F

+=ZA=+-H 105,005 127,905 3,968 = 236,878
Carrying amount REE
At 31 December 2018 RZE-N\§

+=ZA=+-AH 292,951 78,501 800 1,482 373,734
At 31 December 2017 R-EF—+%&

+-R=+-H 281,966 89,570 2,336 22,500 396,372

1 2 2 MOODY TECHNOLOGY HOLDINGS LIMITED
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17.

18.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS <481 1§ R R B 5%

PROPERTY, PLANT AND EQUIPMENT (continued)
As at 31 December 2018, buildings of the Group with
carrying amount of approximately RMB250,431,000 (2017:
RMB186,733,000) and machinery and equipment of the Group
with carrying amount of approximately RMB27,447,000 (2017:
RMB34,689,000) were pledged as collateral for certain bank
borrowings of the Group (note 24).

The Group has carried out a review of the recoverable amount
of its property, plant and equipment as at 31 December 2018
with reference to the independent valuation performed by an
independent valuer, Castores Magi (Hong Kong) Limited. The
recoverable amount is assessed based on fair value less cost of
disposal by using replacement cost basis under level 3 fair value
measurement. No impairment loss is recognised for the year
ended 31 December 2018 (2017: Nil) as the recoverable amount
of the subject property, plant and equipment is higher than and
close to its carrying amount as at 31 December 2018.

LEASEHOLD LAND AND LAND USE RIGHT

17.

18.

For the year ended 31 December 2018

BE-—T— N\ Ef = A=+ — AL

ME - BERKE®
R-ZZE—N\F+_A=+—H AEEE
EE#H AR 250,431,00070 (ZE—+4 -
AR #186,733,0007T) R ZEEY A KA E
BEREEN AR 27,447,000 T (ZF—+
F: ANR#34,689,0007T) B KR EHD
HIREAREEE TRTERNEIF R (E
24) °

AEECD2EBFLMEMRE (FE)BR
ARETHNELGE FHER-_Z-N
FT_A=1t—HHOYE BELRED
ARE SR - KRB S REEAE=RAF
B ETHEEMNAEE AR FERD
EXRRERT G - R E_ZE—N\F+_H
=t—H BEYE BEEKRENHTK
RN REIEREE BuEs
HE_ZT-N\FF+_A=+—HILFER
REEBE(CT—LF: &) -

HMET R HERE

2018 2017

—E-N\F —T—tF

RMB’000 RMB’000

ARET R ARETIT

At 1 January n—HA—H 23,781 24,338
Amortisation for the year FR (558) (557)
At 31 December R+=—A=+—H 23,223 23,781
Less: current portion B OmENES S (558) (558)
Non-current portion ERENE D 22,665 23,223

Leasehold land and land use right represent the net book
amount of prepaid operating lease payments. All land use right
is located in the PRC. As at 31 December 2018, the Group's
leasehold land and land use right with carrying amount of
approximately RMB23,223,000 (2017: RMB23,781,000) were
pledged as collateral for certain bank borrowings of the Group
(note 24).

HETH R T AREERNEEHRER
HEBFE AT ERAEURPRH-
RZE—NF+_A=+—H AEBEK
HEH A ANRE23,223,0000 (ZZF—+
F: AR®23,781,00070) WAHE T & =
HEFERAEEEFIEASES TRITERW
AR (H5E24) °

MBI ERGER2T
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B I Rk R B 5T

For the year ended 31 December 2018

BE-F—\F+-A=+—ALFE
19. INTERESTS IN AN ASSOCIATE 19. R—REBEQATNER
(a) Investment in an associate (a) R—EBELATNKRE

2018 2017
—2-N\E —TtF

RMB’000 RMB'000
AR®BT R ARBT T

Unlisted investments: FELTIE -
Share of net assets DIhEEFE - 70,597
Goodwilll 5 60,909 60,909
60,909 131,506
Impairment loss on goodwill EESYRIET SR (60,909) (60,000)
Share of net assets DIHEEFE - 71,506
Details of the Group's associate at 31 December 2018 are REBR_Z—-—N\F+ZH=+—H
as follows: WS RRIFBAT
Percentage
Place of Issued and of ownership Principal activities
incorporation  paid up capital interest and place of operation
AL  EERTREBERRA TREREAL TEEEHREEHY
Baixin (China) Co., Limited The PRC RMB100,000,000 50% Manufacturing and sales of yarn
BE(FE)BRAF F AR #100,000,0007T and cotton fabric, the PRC

BERBEYRLAR  PE
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19. INTERESTS IN AN ASSOCIATE (continuea)

(a)

(b)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS <481 1§ R R B 5%

Investment in an associate (continued) (a)
The associate is accounted for in the consolidated financial

statements using the equity method. The summarised

financial information presented is based on the financial

statements of the associate.

For the year ended 31 December 2018

75 — ZE J14E - — H = ] | |- £F [E&F
HE—F—/\FF+_HA=1T—"HIFE

19. R—HEBEQTNER @

R—EBEQATNRE @
TR AEBBERBINER - %
N EFERERENEHYBERE
AR - IS ERBEE DR IREE & R A
R HRTRES -

2018 2017
—E-N\F —F—tF

RMB’000 RMB'000
AR®T ARBFIT

At 31 December; Rt+t-—A=+—8:
Non-current assets ERBEE 168,812 313,178
Current assets MENEE 45,420 130,402
Non-current liabilities ERBEE (92,258) (106,920)
Current liabilities mENBE (190,307) (193,750)
Net (liabilities)/assets (BfE)EEZFAE (68,333) 142,910
Group's share of carrying amount AEEEGEREREE

of interest - 71,506
Year ended 31 December: BE+T-_A=+—HILFE:
Revenue Wz 137,668 122,988
Loss and total comprehensive income — F R E 18 & 2 B W 4258

for the year (211,243) (30,700)

The associate suspended the production during the year
ended 31 December 2018 and recorded approximately
RMB 184,856,000 impairment losses of assets. The
Group shared the loss of the associate of approximately
RMB70,597,000 for the year ended 31 December 2018.
The Group has not recognised loss for the year amounting
to approximately RMB35,024,000 (2017: Nil) for the
associate. The accumulated losses not recognised were
approximately RMB35,024,000 (2017: Nil).

As at 31 December 2018, the bank and cash balances
of the Group’s associate in the PRC denominated in
RMB amounted to approximately RMB815,000 (2017:
RMB4,309,000). Conversion of RMB into foreign
currencies is subject to the PRC’s Foreign Exchange
Control Regulations.

Amount due from/to an associate (b)
The amount due from/to an associate is unsecured,
interest-free and repayable on demand.

HE-_Z-\F+ZHA=+—H1t
FE -BEQREEEE  WHEH
A R # 184,856,000 7T 89 & 2= 7 (B &5
BBz NF+=_A=+—
HIEFE AEED GBS QAE
BH ARET70,597,0007C °c NEE
ABZBENRERFEBEBEHA
R # 35,024,000 (Z & — 4
/)  c RERN R EBEOAARE
35,024,000 T (ZFE—+4F : ) o

R-ZZE—-NE+-A=+—08 &%
B EEEQARIUARBENR
TERBSHEB BN ARYS150007T
(Z=2—+F: AR¥4,309,0007T) °
18 AR H i B INE A R B NEE
FEBIARE -

Py S — R 1 B OB
AR — R D AR A IR -
EEBFRERME -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B I Rk R B 5T

For the year ended 31 December 2018

BE—F—)/\F+ - A=+—HIFFE
20. INVENTORIES 20. 78

2018 2017
=E-—N\F —T—+F

RMB’000 RMB'000
AR®T ARETIT

Raw materials R 9,593 6,601
Work-in-progress E8 M 7,129 7,209
Finished goods 2K M 13,985 38,403
30,707 52,213
As at 31 December 2018, the Group's inventories with RZZE-NF+ZA=+—H  xEEK
carrying amount of approximately RMB5,445,000 (2017: HEEAHARES,445000 0 (ZF—tF :
RMB14,138,000) were pledged as collateral for certain bank AR#14,138,0007T) BFEEHEMIERE
borrowings of the Group (note 24). EETRITEROER R (MHFE24) -
21. TRADE AND OTHER RECEIVABLES 21. EZ R HMWEKRE

2018 2017
—E-N\E —E—tF

RMB’000 RMB'000
AR T ARBTIT

Trade receivables (note (a)) 5 rEWEIE (M5 @) 787,834 731,359

Less: Allowance for trade receivables BB SRR FIER
(note (a)) (5% (@) (751,978) (575,432)
35,856 155,927

Prepayments to suppliers for purchase S RV A A AR

of raw materials B RIE 158,633 181,716
Less: Allowance for prepayments B TR FERIB R B (153,069) (163,990)
5,564 17,726

Other receivables H {th fE K FRIB 75,185 52,172
Less: Allowance for other receivables SR E At R UR R B B (2,825) -
72,360 52,172

Amount due from a director (note (b)) JEU — & E = A (M (b)) 339 -
114,119 225,825
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS <481 1§ R R B 5%

21. TRADE AND OTHER RECEIVABLES (continued)

(a) Trade receivables

The Group's trading terms customers are mainly on credit.
The credit terms generally 90 days (2017: 90-120 days).
Each customer has a maximum credit limit. For new
customers, payment in advance is normally required. The
Group seeks to maintain strict control over its outstanding
receivables. Overdue balances are reviewed regularly by
the directors.

The ageing analysis of trade receivables based on the
invoice date, and net of allowance, is as follows:

For the year ended 31 December 2018

FH X —F 1TEFE4+—H=-4 | |- £ [
BE—F )\ F+-A=1T—HILFE

21. EZREMEWFEIE @
(a) EZERRE

AEEREFZ2ESAEREZUEE
ERET - EEH K AWH(=ZE
—+fH:90%120H) - HBEZEF®&
ExmEERBE -BHEFPMmME
fBEBERBRMNR - REBRNE
MESTE R EEEWGIE - EE T HE

B 5 EUHOR (ENREE) REE
82 REHITIT

2018 2017
—E-N\F —E—tF

RMB'000 RMB’000

AR¥TR ARETIT

Within 6 months 618 AR 30,927 103,998
Over 6 months but less than 12 months 6 {& 8 LA 18 D121 A 4,929 51,929
35,856 155,927

As of 31 December 2018, trade receivables of
approximately RMB35,856,000 (2017: RMB155,927,000)
were past due but not impaired. These trade receivables
related to customers for whom there was no recent
history of default. The ageing analysis of these trade
receivables, based on due date, is as follows:

R-ZE—N\E+=—A=+—H 8BS
JiE Uk 3k T8 49 A R #5 35,856,000 7T (=
LT —+4F: AR¥155927,0007T) B
BEBERRE - %5 E 5B WG H
MV EENCSENEP AR %%
B SRR TBIRaHER 2 REDT
U

2018 2017
—E-N\F —EF—+F

RMB’'000 RMB’000

AR®T T ARBETT

Neither past due nor impaired RN I ARRE 27,668 58,186
Less than 6 months past due wHEI DR 6 1E A 3,259 75,755

Over 6 months but less than wAE6E A BB 1218 A
12 months past due 4,929 21,986
35,856 155,927

The Group does not charge interest or hold any collateral
over these balances.

BEMERR -
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For the year ended 31 December 2018
AR —FE—1FA HIFFE

—F—_
="

21. TRADE AND OTHER RECEIVABLES (continued)

(a) Trade receivables (continued)
The Group applied simplified approach to provide the ECL
as prescribed by IFRS 9. The impairment methodology is
set out in notes 5(v) and 7(b) to the consolidated financial
statements.

As part of the Group’s credit risk management, the
Group assesses the impairment for its customers based on
different group of customers which share common risk
characteristics that are representative of the customers’
abilities to pay all amounts due in accordance with the
contractual terms. Details of the credit risk assessment
are included in note 7(b) to the consolidated financial
statements.

Lifetime ECL that has been recognised in accordance with
simplified approach set out in IFRS 9 for the year ended
31 December 2018 is as follows:

21. ESREMEKRKEm
(a) E 5 FEWIE @
AEBEKBBEH S T BB ®R
EAEAFIOFBENTEREERIE -
B AR A OB 7% 3R 2R Y R 5(v)
R 7(b) °

ERAKBEERREEN D
AEBEREAZARARFHEOTR
EEEMEEEFPHRE  MZER
RRBRERTPRIES OIRKEHN
KEBES - FERBRFEOFBHR
B OB IWMRMIFET(D)

RIRBIBR I F 5 ER L 9PN -
BE-_ZT-\F+-_A=1t—HLHF
EME T EANEHEREES

BT
2018
—E-N\F
RMB’000
AR®T
At 1 January n—H—H 575,432
Charged for the year FAXH 176,546
At 31 December W+=ZA=+—AH 751,978

Prior to 1 January 2018, impairment losses were
recognised when there was objective evidence of
impairment. The movement of the impairment losses of
the trade receivables for the year ended 31 December
2017 is as follows:

R-ZZF-NF—-A—B REBER
BEEBRERERTAER B2
T—+tF+A=T—HIEFEEH
R IBERREBIRZSHIT

2017

—T—tF

RMB’000

ARBTTT

At 1 January n—H—H 129,888
Charged for the year FAZH 445,544
At 31 December Bn+=—A=+—A” 575,432
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For the year ended 31 December 2018

HE—E—NF _HA="1—HIFEZE
21. TRADE AND OTHER RECEIVABLES (continuea) 21. B35 & H i FE YRR
(b) Amount due from a director (b) ER—BEERIE
The amount due is unsecured, interest-free and repayable ZFEREER R EREREKE
on demand. B e
Amount due from a director disclosed pursuant to section RARE & A B F 2 383(1)(d) 15 1% &2
383(1)(d) to the Hong Kong Companies Ordinance is as HEW — R EERIBNT ¢

follows:

Maximum

outstanding

balance during
the year 2018 2017

F P
AEEEY  —B-NE  ZFt7F
RMB’000 RMB’000 RMB'000
ARBTR  ARMTR  ARMTR

Mr. Lin Qingxiong MBI ST 339 339 =

22. BANK AND CASH BALANCES 22. RIT KRB &

2018 2017
—2-N\F —E—+tF

RMB’000 RMB'000
AR T ARBT T

RMB AR 240 373
usb e 1,021 101
HK$ BT 153 780
1,414 1,254
Conversion of RMB into foreign currencies is subject to the AR R RINE A BIINEE ] f5:451)
PRC's Foreign Exchange Control Regulations and Administration RCEE SERMEBEBREIRE -
of Settlement, Sale and Payment of Foreign Exchange
Regulations.

MM ERBERQAE
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For the year ended 31 December 2018

-39

23. TRADE AND OTHER PAYABLES

EHzx — = 1 /| — 7=
2 —E— )\ F+ZH=A

HIFFZE

23. EZ R EMENRE

2018 2017

—2-N\F —E—LtF

RMB’000 RMB’'000

AR®T ARET T

Trade payables g B e A 54,300 59,270

Advance payments from customers BN 9,279 6,453
Payables for purchases of property, BEVWE BERXEENSRIEAE

plant and equipment 34,145 26,845

Salary payables JE 1<) 7 M 23,371 23,783

Interest payables FEATFI B 37,160 25,109

Other payables and accruals E b SRIE R R E A 29,340 21,346

187,595 162,806

An aging analysis of trade payables at the end of the reporting
period, based on the invoice date, is as follows:

RBERRBEEZEHNEZ RN RIEA
RENZERESTAT :

130

2018 2017

—E-N\E§ —E—tF

RMB’000 RMB’000

AR¥T T ARET T

Within 3 months 3EAR 15,055 4,203
Over 3 months but less than 12 months 3@ A LA E1B 12 A 11,250 8,505
Over 12 months 1218 A A E 27,995 46,562
54,300 59,270
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24. BORROWINGS

For the year ended 31 December 2018

B2 —ZF— )\ F+-HA=+—HIFE

24, &%

2018 2017
—E-N\E —tF
RMB’000 RMB’000
ARET T ARET T
Current: mED

Secured bank borrowings (note a) BEMBRITER(FiEa) 190,173 227,475
Unsecured bank borrowings (note a) EARRIRITE R (Hixa) 13,519 24,286
Unsecured bonds (note b) EIFES (FisEb) 326,797 186,563
530,489 438,324

Non-current: JERE
Secured bank borrowings (note a) BHEPRITER(M5Ea) 30,000 -
Unsecured bonds (note b) | ES (FIsEb) 248,660 287,337
278,660 287,337
809,149 725,661

Notes:

Bank borrowings

As at 31 December 2018, bank borrowings amounted to
approximately RMB133,692,000 (2017: RMB195,991,000) were
overdue by the Group due to temporary shortage of funds. As a
result, the Group is subject to a penalty interest expense during
the overdue period.

The Group's bank borrowings of approximately RMB220,173,000
(2017: RMB227,475,000) were secured by its property, plant and
equipment (note 17), leasehold land and land use right (note 18)
and inventories (note 20).

The effective interest rates on bank borrowings were ranging
from 5.64% to 14.58% (2017: 5.75% to 10.16%) per annum
for the year ended 31 December 2018.

The maturity profile of the carrying amount of the bank
borrowings is analysed as follows:

MEE

R-ZBE—N\F+-A=+—8 HRNEK
B mh o AEBHARY 133,692,000
T (ZT—+4F: AR 195991,0007T)
MIRITERTEE - Al - AEEARN S
HERANSEERY -

REBBITHE RO ARK220,173,000 7T
(ZZ—+tF: AR¥227,475,0007T)
HWZ BB REE(ME17)  HELH
KA ERE E18) REE (iE20)
YEHE I o

HE-_ZEZ-N\E+-A=+—B1=F
ERITEFNERFNENF564% %
14.58% (ZZ—+t%F :575% £10.16%) °

RITEFEEENDRBERDTAT -

Within one year —FLAR 203,692 251,761
In the second year FFERN 30,000 =
233,692 251,761

mMHMBERGERAS
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For the year ended 31 December 2018

HE—F—N\F+-A=1—FILFE
24. BORROWINGS (continued) 24. {%:‘%ﬁ (,%E)
Notes: (continued) MaE : (48)
(b)  Unsecured bonds (b) EIENER
As at 31 December 2018, the Company issued a number of HK$- ﬁ’f:%—\}\%—f—:ﬁ Ejfj— B AR
denominated bonds with an aggregate principal of approximately IZHUABTHENERS  AL@BOA
RMB671,815,000 (2017: RMB557,266,000). The bonds are R¥671,815000C (ZE—+tF: AR
= O ) YT e
unsecured, bearing interest rates at a range of 1.5% - 24% 557,266,0007T) ° % % &7 A M|IELIT - 1%
(2017: 1.5% — 14%) per annum, and repayable during the period FRENF15%F 14% (Z2—tF:
from January 2019 to December 2027 (2017: January 2018 to 1.5% £ 24%) st BA AR T —NF—H
June 2026). The maturity profile of the carrying amount of the EFAEFTA(CFE—LF: :3
bonds is analysed as follows: —NF—AEZTZRFRA) BEEE -

ZEBEFNREENIHBERISTMOT

2018 2017
—E-N\F —T—tF
RMB’000 RMB’000
AR¥ TR AR®ET T
Within one year —F A 326,797 186,563
In the second year F-FERN 13,997 77,613
In the third to fifth years, inclusive E=ZERF(BIEEEMF) 138,350 89,996
After five years hEF% 96,313 119,728
575,457 473,900
25. DEFERRED INCOME 25. ELEW A

2018 2017
—E-)N\fF

RMB’000 RMB'000
AR®T T ARBT T

Government grants relating to ERFAE + i e T i A B R8I

leasehold land and land use right ISEGEUEA 13,722 14,035
Government grants relating to plant HEERREEANBNHEE

and equipment - 3,202

13,722 17,237

1 3 2 MOODY TECHNOLOGY HOLDINGS LIMITED
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25. DEFERRED INCOME (continued)

The movements of deferred income during the year are as

For the year ended 31 December 2018

B2 —ZF— )\ F+-HA=+—HIFE

L IREW A )
RIEWARFARNELEEI DT

follows:

2018 2017
—s—NE —EF—+F
RMB’000 RMB’000
AR¥T T AREF T
At 1 January ®n—H—H 17,237 18,104
Amortised as income B AU (3,515) (867)
At 31 December R+—A=+—8 13,722 17,237

26. DEFERRED TAX LIABILITIES RERIEEE

Impairment
Capitalised ~ Accrued  Deferred  provision Tax
interest payroll income  of assets losses Total
BERE
EX{LHE  BHIE  BERA e HEER b
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTT ARETR ARETT ARETT ARETT ARETE
At 1 January 2017 RZZ—+$-A-A (1,605) 4,769 15 20,008 6,559 29,746
Credited/(charged) to profit or loss REREREHA/ (1K) (4,769) (15 (20,008) (6,559)  (31,315)
At31 December 2017 and 1 January 2018 RZE—+F+=A=1+—A1
k=Z2-\%-A-H (1,569) - - - - (1,569)
Credited to profit or loss REBHEREA 1,150 - - - - 1,150
At 31 December 2018 RZE-NF+-A=1-H (419) - - - - (419)

For the year ended 31 December 2017, in respect of the
deterioration of the Group’s operating performance, the
directors of the Company considered (i) to write back the
deferred tax assets recognised in relation to the accrued payroll,
deferred income, impairment provision of assets and tax losses
recognised in the past; and (i) not to recognise any deferred tax
assets for the current year due to the unpredictability of future
profit stream.

At the end of the reporting period the Group has unused
tax losses of approximately RMB221,637,000 (2017:
RMB173,709,000) available for offset against future
profits. No deferred tax asset has been recognised due
to the unpredictability of future profit streams. Included
in unrecognised tax losses are losses of approximately
RMB199,169,000 (2017: RMB161,134,000) that will expire in
five years. Other tax losses may be carried forward indefinitely.

HE-_T—tF+=-A=+—BLFE"
AAKRENEERABIME ARAE
SERE: ()VEDBERETTE GEREA
BER BB N IAE B RERAR TSR
B R (i) B0 B DATE DRI R 3O& A - I
B A FERATMEERAEE -

REEHR - NEEA] B IER % KK G F
RAREAMIBEELH AR 221,637,000
(ZZ—+F: AR%173,709,0007T) ° H
A S FEURI R 2RO B R - SR IR B
HEE AMIABEBEBEESRAFR
FIHARETIE 4 AR #199,169,000 T (=&
—+F: AR®161,134,0007T) ° E b Fi
TE &5 18 1] 4B PR B4R e o
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== 14— 7= | 4E 2
Br_—_F—/\FTH="7 HIEFE

27. BRAK

27. SHARE CAPITAL

2018 2017
—E-N\E —T—tF
Number of Number of
shares Amount shares Amount
RAE x| K& +®
(thousands) HK$'000 (thousands) HK$'000
(FR) TAL (TR ;
Authorised: ETE
Ordinary shares of HK$0.10 each BHR0.10B LA E @R
At 1 January and 31 December R—A—-BR+=ZA=+—8 10,000,000 1,000,000 10,000,000 1,000,000
Issued and fully paid: BETRER :
Ordinary shares of HK$0.10 each BIRO0.10BTTH T ER
At 1 January R—HA—H 1,550,000 155,000 1,550,000 155,000
Issue of shares (note) BT (FT3E) 310,000 31,000 = -
At 31 December w+=-A=1+—8H 1,860,000 186,000 1,550,000 155,000
Equivalent to RMB'000 BERARET L 150,493 124,010
Note: On 17 May 2018, the Company and the placing agent entered e RZF—NFRA+EH  AQAHE

EREATVEEWE  UIRE —REE
fid £ 310,000,000 A% & A2 0.10 78 JT #) & 38
i BRRER0I10ET - R-_T—N\F
RNAZTNA EEFREETK - BR
RO REEET  RHBETHXOARE
350,000 L2 FE AR R R B R o

into a placing agreement in respect of the placement of
310,000,000 ordinary shares of HK$0.10 each at a price of
HK$0.10 per share under general mandate. The placement was
completed on 29 June 2018. As the shares were issued at par
value, the share issue expenses of approximately RMB350,000
was debited to the Company’s share premium account.

AEBEEAEELMBERAREANEHE

The Group's objectives when managing capital are to safeguard

the Group’s ability to continue as a going concern and to
maximise the return to the shareholders through the optimisation
of the debt and equity balance. The capital structure of the
Group comprises all components of shareholders’ equity.

The Group reviews the capital structure frequently by
considering the cost of capital and the risks associated with
each class of capital. The Group will balance its overall capital
structure through the payment of dividends, new share
issues and share buy-backs as well as the issue of new debts,
redemption of existing debts or selling assets to reduce debts.
No change was made in the objectives, policies or processes for
managing capital during the years ended 31 December 2018
and 2017.

1 34 MOODY TECHNOLOGY HOLDINGS LIMITED
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27.

28.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 81 1§ SR =2 B 5%

S HARE CAPITAL (continued)

The only externally imposed capital requirement for the Group
is that in order to maintain its listing on the Stock Exchange,
it has to have a public float of at least 25% of the shares. The
Group has maintained a sufficient public float to comply with
the Listing Rules from the date of the Listing.

RESERVES

The amounts of the Group’s reserves and movements therein
are presented in the consolidated statement of profit or loss and
other comprehensive income and consolidated statement of
changes in equity.

Nature and purpose of reserves

(a) Share premium
The share premium represents the difference between
the par value of the shares of the Company and proceeds
received from the issuance of the shares of the Company.

Under the Companies Law of the Cayman Islands, the
funds in the share premium account of the Company
are distributable to the shareholders of the Company
provided that immediately following the date on which
the dividend is proposed to be distributed, the Company
will be in a position to pay off its debts as they fall due in
the ordinary course of business.

(b) Capital reserve

The capital reserve of the Group mainly represents the

reserve arising from the Group reorganisation.

(c) Statutory reserve

In accordance with the PRC Company Law and the
Group’s PRC subsidiaries’ articles of association, the
Group's PRC subsidiaries are required to allocate 10% of
its profit after tax as determined in accordance with the
relevant accounting principles and financial regulations
applicable to PRC companies to the statutory reserve until
such reserve reaches 50% of the registered capital. The
appropriation to the reserve must be made before any
distribution of dividends to equity holders. The statutory
surplus reserve can be used to offset previous years’
losses, if any, and part of the statutory surplus reserve can
be capitalised as paid-in capital provided that the amount
of such reserve remaining after the capitalisation shall not
be less than 25% of the paid-in capital of the Group’s
subsidiaries.

27.

28.

For the year ended 31 December 2018

N )

ME—INERRBIMEERER A AEB WA
BEHEEBSH ETAOMA  EARER
ERDVARMIN25% - AEEH FHHE
E-—EHERTANARERENGA FM
18R -

(GRS
AEEFBECRELEZEHNAHBEERE
fo2ERER R HREEEBRAZS -

HEEERAR

(a) REE
f&fnm B AN F AR D AEEARQ T
BITRMESHMS IR Z MR EE o

REBEFASHE R RDE » ARARO &
BERAOSBAIHSIKTARRRER
HEEZZEDIRKREZH - NATE8E
XA BERGBETENEIHNE
& o

BX#E
AEEEAHBIEESEEAES
B o

() ZEZEHE
BREFEQRBZERAEETBEMB L
AMERAR  AREZHEKEAR
AIARRERRTEARNEE S
JR BRI X% B 75 43 T FTEE TE A9 10% B 12 7
BRALERHE  EE%MHEEDZ
MEARS0% ° FEBRMAERBRR
DB ZAETT  AERBRFHEE R
RUAREBEFENEE(ME) M
MO EXERBRBEVENMERBERE
o MEERMCERFBHZERBENS
BIRAIRAEENBARNERE
Z’KE’UZ_L—)(VO °

(b)
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29. STATEMENT OF FINANCIAL POSITION AND 29. AR B R R R EEEE
RESERVES MOVEMENT OF THE COMPANY
(a) Statement of financial position of the

(a) &2 T BN &K

Company
2018
—g-N\E
RMB’000
ARET R
Non-current assets ERBEE
Investments in subsidiaries RHTBRRIRE 352 243,211
Amount due from subsidiaries FE U B BB R R FIR - -
352 243,211
Current assets RBEE
Other receivables E 4th jE W FR IR 74 2
Cash and bank balances Be MIRTTHES 150 738
224 738
Current liabilities RBEE
Other payables H e 50 IE - 7,144
Amounts due to subsidiaries FETH B A R FAE 28,098 =
Borrowings & 326,797 186,563
354,895 193,707
Net current liabilities REEEFHE (354,671) (192,969)
Total assets less current liabilities ZEEZAFERRBERS (354,319) 50,242
Non-current liabilities kRBERE
Borrowings & 248,660 287,337
Net liabilities BEFEE (602,979) (237,095)
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For the year ended 31 December 2018

£h 73 = 1T+ — H=- | |- £ [
BE—F )\ F+-A=1T—HILFE

29. STATEMENT OF FINANCIAL POSITION AND 29. XA R BEMRRAR B HEEES @
RESERVES MOVEMENT OF THE COMPANY

(continued)
(a) Statement of financial position of the (a) AQEHBEAMRRT T @
Company (continued)

2018 2017
—E-N\EF —E—tF
RMB’000 RMB’000
AR¥T T AREET T
Equity EH
Share capital &N 150,493 124,010
Reserves (note 29 (b)) 5 (M3 29(b)) (753,472) (361,105)
Capital deficiency EEEH (602,979) (237,095)
Approved and authorised for issue by the Board of N_B-AE=A-t+HESES
Directors on 27 March 2019. HefE RIS RE TS -
Ms. Li Jia Yin Mr. Wu Jianxiong
FEFLL REEEE
Director Director
EZE EZE
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For the year ended 31 December 2018
B2 —FE—NFf _HA="1—HIFE

29. STATEMENT OF FINANCIAL POSITION AND 29. XA R BT R REEEE @
RESERVES MOVEMENT OF THE COMPANY

(continued)

(b) Reserves movement of the Company (b) XATREEEE

Share  Accumulated
premium losses Total

R AD % B RtER et
RMB'000 RMB’000 RMB’000
ARETTT ARETIT ARETIT

At 1 January 2017 R-_ZE—+F—HF—H 737,285 76,634 813,919
Total comprehensive income  FRE2ME U EEE
for the year - (1,175,024) (1,175,024)

At 31 December 2017 and RZE—+tF+=A

1 January 2018 =t+t—BERZZ—N
F—H—H 737,285 (1,098,390) (361,105)
Issue of shares BITRG (350) - (350)
Total comprehensive income F£RAZEWHA%E
for the year - (392,017) (392,017)
At 31 December 2018 R=ZB-N\F+=A
=t+—H 736,935 (1,490,407) (753,472)
30. CAPITAL COMMITMENT 30. EAANE
Capital commitment contracted but not provided for at the end RIEHRECTNE S RBEEE S RELE
of the reporting period but not yet incurred are as follows: BEREENT :

2018 2017
—E-NE —E—+tF

RMB’000 RMB’000
AR®TF T AR®TIT

Property, plant and equipment W - BE REE 4,654 45,749
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31. LEASE COMMITMENT

At 31 December 2018, the total future minimum lease
payments under non-cancellable operating leases are payable as

For the year ended 31 December 2018

75 — ZE J14E - — H = ] | |- £F [E&F
HE—F—/\FF+_HA=1T—"HIFE

31. HEHAE
RZZE—NF+-_A=+—8 " TAHH
KEeHETHREMNARKEBESRIALEE

follows: mE
2018 2017
—EB-N\E —T—+F
RMB’'000 RMB’000
ARMT AREET T
Within one year —FR 933 1,145
In the second to fifth years inclusive E_ZFELF (BEBERSF) - 859
933 2,004

Operating lease payments represent rentals payable by the
Group for certain of its office premises. Leases are negotiated
for an average term of two years and rentals are fixed over the
lease terms and contingent rentals.

32. CONTINGENT LIABILITIES

During the course of business, the Group has received claims
from suppliers, customers and employees concerned with
the quality of goods and personal injuries, including claims of
insignificant or unspecified amounts. The directors are of the
opinion that the Group has a meritorious defence against these
claims. Accordingly, the directors do not believe that these
claims will have any material adverse impact on the Group and
accordingly no provisions have been made in respect thereof.

(a) Demand for repayment of borrowings

(i) On 16 January 2018, the Company received demand
from Bank of China (Hong Kong) Limited for the
repayment of import invoice finance granted under
the general banking facilities letter, with its principal
amount of approximately US$423,000, interest
payable as at 10 January 2018 of approximately
US$5,000, and further interest accrued from 11
January 2018 to the date of payment at its rate of
10.5% per annum which subject to fluctuation. This
bank borrowing was fully settled during the year
2018.

REMEFRBEARERE S THREM
ENNHEE KERCHEFIHRAM
FH2EXFHRSEETARIAEE -

32. HARERE

LB T - AN £ (B B o [ T -
EEREEAUHAREERASETME
T AERSEETEARTHMEAE -
BERA AEERZERRAGHAE -
At EEREZEDRUAEETGE
HE AT AT B A TR B2 28 - B30 4 Btk 1R AT
A -

() EREERBR

i RZE-—NEFE—H+AH &K
NEEEFBERT (B BR
AEEREERE —RIEITH
BHEHOEORERE  H
K& 5B E#423,000 TR =
E-NF-AtTtHHEMNFE
AB#5,000%E 7T W =ZF—N
F-A+—HEBEMNZBHLE
BEFE105% (AJREKB)) &
SNEEFB - ZIBERITE SRR
ZE-N\FREEELEE -
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For the yed/ ended 31 December 2018

ey
£k

— A H | F &

32. CONTINGENT LIABILITIES (continued)
(a) Demand for repayment of borrowings

140

(continued)

(ii)

On 29 January 2018, the Company received demand
from PC Securities Limited (“PC Securities”),
the bond holder, in respect of repayment of the
debt or secure or compound for it to the PC
Securities’ satisfaction, with its principal amount
of HK$84,000,000 and interest of approximately
HK$2,980,000. With respect to the default of the
aforesaid bond, another bond with its principal
amount of HK$57,900,000 is regarded as cross
default, PC Securities also demands the Company to
repay it immediately.

On 5 March 2018, the Company received a petition
("Petition”) entitled HCCW 56/2018 presented by
PC Securities (“Petitioner”) to the High Court of
Hong Kong S.A.R. for winding up of the Company
and the hearing of the Petition was fixed for 9
May 2018 before a Master in Court. The Petitioner
claimed to be the holder of a bond for the principal
amount of HK$84,000,000 with coupons 7%
issued by the Company on 28 January 2015 (the
“Bond"). However, according to the register kept
by the Registrar, the Bank of New York Depository
(Nominees) Limited, the Petitioner is not the
registered holder of the Bond. The Company is now
making enquiry of the locus standi of the Petitioner
and seeking legal advice on the matter.
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32. CONTINGENT LIABILITIES (continueq)
(@) Demand for repayment of borrowings

(continued)

(ii)

(continued)

On 19 April 2018, Moody Group (Int’l) Holding
Limited (formerly known as “Hongtai Group (Int'l)
Holding Limited”), a wholly-owned subsidiary of the
Company (“Moody Group (Int'l)”) and the Petitioner
entered into a settlement deed (”Settlement Deed”).
Pursuant to the Settlement Deed, the parties thereto
agreed that the total outstanding amount owed by
the Company to the Petitioner as at the date of the
Settlement Deed was HK$92,600,306.38 and Moody
Group (Int'l) agreed to settle such outstanding amount
by instalments (with the date of the final instalment
being 29 June 2019) together with further interest.
Upon signing of the Settlement Deed and following
the receipt of the cheques/cashier orders required
in the Settlement Deed and the clearance of the
cheques/cashier orders for the first instalment payment
of HK$6,524,217.26, the Petitioner shall enter into a
consent summons to seek leave from the court to have
the Petition withdrawn.

On 24 May 2018, the High Court made an order
that the Petition be withdrawn following the
Company and the Petitioner have made a joint
application by way of consent summons to the court
for the withdrawal of the Petition.
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32. CONTINGENT LIABILITIES (continued)
(a) Demand for repayment of borrowings

142

(continued)

(iii)

(iv)

On 13 February 2018, the Company received
demand from Mr. Zhang Hua, the bond holder,
in respect of repayment of the bond principal
of HK$27,000,000, interest payable from 28
December 2017 to 9 January 2018 of approximately
HK$192,000 and daily default interest of
approximately HK$13,000 payable until repayment.
On 13 February 2018, the Company received final
demand from Well Honour Investment (Group)
Limited, the bond holder, in respect of repayment
of the bond principal of HK$430,000, or otherwise
legal actions will be taken. The Company settled the
above bonds during the year 2018.

On 3 February 2018, Mr. Lin Yingjie (“Mr. Lin")
filed a claim through Fujian Province Shishi
City People’s Court (REZ&E AM M AR ER)
against to an indirect wholly-owned subsidiary
of the Group, Hongtai (China) Co., Limited (7
A (R E) AR A A)) (“Hongtai (China)”) for the
repayment of outstanding borrowing in aggregate
of approximately RMB1,350,000. Up to the date
of these consolidated financial statements, the
legal proceeding in respect of above case was still
in progress and the outcome of which cannot be
ascertain. Accordingly, the directors consider that no
provision for the claim is required in preparing the
consolidated financial statements for the year ended
31 December 2018.
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32. CONTINGENT LIABILITIES (continueq)
(b) Contract disputes

0)

(i)

Since 9 November 2016, claim of approximately
HK$2,620,000 in aggregation was brought against
Hongtai (China) by a supplier namely 2 & 4 4% &
MRS H AR AR (the “Plaintiff 1”) alleging
that Hongtai (China) was liable for payment of
defected goods supplied to Hongtai (China) by the
Plaintiff 1. This case was filed in the Chongging
Nan‘an District People’s Court (2 & M = & A
R %BT) against Hongtai (China). Up to the date
of these consolidated financial statements, the
legal proceeding in respect of above case was still
in progress and the outcome of which cannot be
ascertain. In preparing these consolidated financial
statements, the directors are of the opinion
that no provision of the claim of approximately
HK$2,620,000 is necessary as having considered the
legal advice from the Group’s PRC legal counsel, the
directors believe that the Company has merits in the
defence against the claim.

On 23 January 2017, claim of approximately
HK$2,244,000 in aggregation was brought against
Hongtai (China) by a supplier namely & M ¥ 5%
i REE 5B A A (the “Plaintiff 2”) alleging
that Hongtai (China) was liable for payment of
defected goods to the Plaintiff 2. This case was filed
in the Fujian Province Shishi City People’s Court (18
ZE A MM ARZER) against Hongtai (China).
Up to the date of these consolidated financial
statements, the legal proceeding in respect of above
case was still in progress and the outcome of which
cannot be ascertain. Accordingly, the directors
consider that no provision for the claim is required
in preparing the consolidated financial statements
for the year ended 31 December 2018.
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33. RELATED PARTY TRANSACTIONS 33. BB SR 5
Other than those related party balances disclosed elsewhere B & OF BT 75 HRaR B b i 5 4% B A RA B 05 45
in the consolidated financial statements, the Group had the BN REBRFRNEBAE FETIRS
following transactions with its related parties during the year: s
(a) Balance (a) #fp

Details of the balances with related parties are set out
in the consolidated statement of financial position and
in notes 19(b) and 21(b) to the consolidated financial
statements.

(b) The emoluments of directors and other (b)
members of key management during the
year was as follows:

HEABONERFRIARAHFUT
IR KA BF B 75 5 R B RE 19(b) I
21(b) °

FRESERHEMTIEEEAS
WMEmT :

2018 2017
—2-N\E —TtF

RMB’000 RMB’000

AR¥TR ARBT T

Fees we 313 312
Other emoluments E &
Salaries, allowances and benefits e RMREYANZ
in kind 2,539 2,963
Retirement benefit scheme IRORREF T8I X
contributions 97 52
2,636 3,015
2,949 3,327

Further details of emoluments of directors and other
members of key management during the year are set
out in notes 14 and 15 to the consolidated financial
statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS <481 1§ R R B 5%

34. NOTES TO THE CONSOLIDATED STATEMENT
OF CASH FLOWS

(a)

(b)

Acquisition of subsidiaries

On 15 May 2018, 19 July 2018, 3 August 2018, 28
August 2018 and 30 November 2018, the Group acquired
the entire issued share capital of Ultima Prime International
Ltd (“Ultima Prime"”), Digital Assets Group Co., Limited
("Digital Assets”), Cloud Hase Mining Limited (“Cloud
Hase”), Moody Technology Research and Development
Co., Limited ("MTR&D") and Guangzhou Seojin Trading
Co., Limited (“Seojin") (collectively as the “Acquired
Companies”) for considerations of approximately
RMB342,000, RMB9,000, RMB9,000, RMB60,000 and
RMB 175,000 respectively (the “Acquisition”).

Immediately prior to the completion of Acquisition, the
Acquired Companies were inactive. The fair value of the
identifiable assets of Acquired Companies acquired as at
the date of Acquisition are as follows:

For the year ended 31 December 2018

NEF - A=+—HIFFZE

#HE—F

34 EHHEESRERMEE

(a) WIBHIEB AR
REBSRR-_ZE—-N\ERA+HAE -
—E—-N\FLAt+HhB ZE—N\HF
NA=ZH - ZE— N\FENAZ=-+N\H
FZFE-—NEFE+—HA=+H" Wk
Ultima Prime International Ltd ([ Ultima
Primel) BT EELEB AR AR ([#
FTEE] EFEERAA ([E5
) mBEWEER QR (R
WHED RENEEZ S BERA A
(TEMNEED (GBAEIKERR] 2
HEBITRA  RESNOABARKE
342,0007T + AR #9,0007T + AR
9,000t * AR ¥60,0007T & AR
175,000 7T ([UefE=IE]) -

BENEEEEAN R A AL
AR - O I - N e
ARG TR EEAFEDT

Ultima Digital Cloud
Prime Assets Hase MTR&D Seojin Total
BFEE EXtE  RtHE  ENEE -
RMB'000 RMB'000  RMB'000  RMB'000 RMB'000  RMB'000
ARETT ARETT ARETRT ARETT ARBTT ARETR
Amounts due from shareholders MR R 342 9 9 60 175 595
Settled by cash BRRER 34 9 9 60 175 595

Major non-cash transaction

During the year ended 31 December 2017, a bank
borrowing of approximately RMB4,800,000 was settled
by available-for-sale financial assets of approximately
RMB4,500,000 and addition of construction in progress
of approximately RMB22,500,000 has not yet paid by the
Group.

(b) FEFHAERS
HE-_Z—+F+=-A=+—HILF
[+ IRITEFE AR 4,800,000 7T
A E SR E E AR 4,500,000
EN ARBERAINERIERE
#) AN R % 22,500,000 7T °
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34. NOTES TO THE CONSOLIDATED STATEMENT

OF CASH FLOWS (continued)

(c) Reconciliation of liabilities arising from
financing activities
The table set forth below is the detail changes in the
Group’s liabilities arising from financing activities,
including both cash and non-cash changes. Liabilities
arising from financing activities are those 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.

3. EHBEERERMFT w0

(0 MEZBHELANAEHR

TRALASERETHELNAE
M BRRASMIFRSED -/
BESMELREREHAHNAEE
BHACRERTOER/RELTHR
EREFIRKRERENRRE

146

Borrowings Bonds Total
EE (EE et
RMB'000 RMB'000 RMB'000
ARETF T ARET T ARET T
At 31 January 2017 RZE—+F
—BA=+—H 261,609 277,988 539,597
Cash flow b =1 (11,851) 161,850 149,999
Interest expenses FIEFMX 18,625 50,053 68,678
Transfer to interest payables BEEAFE (11,822) - (11,822)
Settled by available-for-sales EHAHEE SR
financial assets BEN (4,800) - (4,800)
Exchange differences fEH =% = (15,991) (15,991)
At 31 December 2017 and MZZE—+5F
1 January 2018 +=A=+—H
RZF—)\%F
—H—H 251,761 473,900 725,661
Cash flow BHERE (27,095) 7,363 (19,732)
Interest expenses FEMX 21,077 82,143 103,220
Transfer to interest payables EEENR A (12,051) = (12,051)
Exchange differences EHEHE - 12,051 12,051
At 31 December 2018 R-ZZE-N\#F
+=A=+—8 233,692 575,457 809,149
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For the year ended 31 December 2018

B2 —ZF— )\ F+-HA=+—HIFE
35. SUBSIDIARIES 35. B 8] =)
Particulars of the Company’s subsidiaries as at 31 December RZE-—NF+ZA=+—H  XRAFMH
2018 are as follows: BABZFFBOT
Place of incorporation/ Registered/issued Percentage of Principal activities and
establishment and paid up capital ownership interest place of operation
- Bith/BR1 _
AL/ FR RARRA REERREALL TEXBRAERS
Potent Union Holdings Limited The British Virgin Islands US$200 Direct 100% Investment holding, Hong Kong
(uBVln)
REZRARAT iBRAES 0057 BH100% REBR BA
([XBRAEE])
Digital Assets Group Co., Limited Hong Kong HK$10,000 Direct 100% Investrent holding, Hong Kong
HFEERERRAR Bk 10,000/ 70 EE100% REBR B
Coral Pearl International Limited BV US§100 Direct 100% Investment holding, Hong Kong
FHERERAT ABRAEE 10057 EE100% REBR B
Ultima Prime International Limited BV Us$50,000 Direct 100% Investment holding, Hong Kong
AERAES 50,000% 70 ER100% REER &%
Moady Group (Int') Holding Limited Hong Kong HK$10,000 Indirect 100% Investment holding and sales of fabrics,
Hong Kong
w8 (B RAFRAT Bk 10,000/ 70 B 100% AR Hx&fé’éﬁﬂ {30
Hongtai (China) Co., Limited* The PRC HK$520,000,000 Indirect 100% Design, manufacturing and sales
. of fabrics, the PRC
A (PE)ARAR hEl 520,000,000 %7 % 100% Rt EERHEAH TE
Fengtai Hubei Textile Co., Limited* The PRC RMB50,000,000 Indirect 100% Manufacturing and sales of
B . . fabrics, the PRC
EAMLARERAA hE ARE500000007T B 100% FERFERY  FH
Hongtai (Hubei) Sales Co., Limited* The PRC RMB2,000,000 Indirect 100% Sales of fabrics, the PRC
LA () EHERAA G ARB2000000  F#100% BEmH P8
Shishi Hongtai Supply Chain Management Co., Limited* The PRC RMB1,000,000 Indirect 100% Dormant, the PRC
RRHEASERERAT i AR1,000,0007 % 100% EXHED 1E
Cloud Hase Mimng Limited Hong Kong HK$10,000 Indirect 100% Dormant, Hong Kong
EHEARLR i 10,000%7 4% 100% BEHED B
Guangzhou Seajin Trading Co., Limited Hong Kong HK$500,000 Indirect 100% Trading of shoes and clothes, the PRC
BNEERZERAT (30 50000077 % 100% LT EEU R
Moody Technology Research and Development Hong Kong HK$1,000,000 Indirect 100% Dormant, Hong Kong
Co., Limited
WEHERERRAA {2 1,000,000 7 % 100% BABED B
Zhuhai Lanhan Technology Co., Ltd* The PRC HK$1,000,000 Indirect 100% Dormant, the PRC
i L GG hE 1,000,007 % 100% BEEEY T8
& The English translation of the company names is for reference 3 ANEEBz EBIRERER - ZF AR
only. The official names of these companies are in Chinese. The NEAEBAEPX - ZERFREBEREE
companies are registered as limited liability companies under the EEMABRAR
PRC law.
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36. EVENT AFTER THE REPORTING PERIOD
(@) Proposed change of domicile; proposed

148

adoption of new memorandum of
continuance and new Bye-laws; proposed
cancellation of share premium account;

and proposed capital reorganisation

On 12 November 2018, the Company announcement
that the board of directors of the Company (the “Board”)
proposes to change the domicile of the Company from
the Cayman Islands to Bermuda by way of de-registration
in the Cayman Islands and continuation as an exempted
company under the laws of Bermuda (the “Change
of Domicile”). The implementation of the Change of
Domicile will not affect the continuity of the Company
and its listing status on the Stock Exchange.

In connection with the Change of Domicile, it is proposed
that the new Memorandum of Continuance and the new
Bye-laws be adopted by the Company to replace the
existing Memorandum and the Articles, respectively, in
order to comply with the laws of Bermuda.

The Board proposes to cancel the entire amount standing
to the credit of the share premium account of the
Company and to transfer the credits arising from such
cancellation to an account designated as the contributed
surplus account of the Company before the Change of
Domicile becoming effective. The account designated as
the contributed surplus account of the Company, subject
to the approval of the shareholders at the extraordinary
general meeting by way of special resolution, shall be the
contributed surplus account of the Company within the
meaning of the Companies Act 1981 of Bermuda upon
the Change of Domicile becoming effective.
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36. EVENT AFTER THE REPORTING PERIOD (continued)

(a)

(b)

Proposed change of domicile; proposed
adoption of new memorandum of
continuance and new Bye-laws; proposed
cancellation of share premium account;

and proposed capital reorganisation (continued)
The Board proposes to implement the capital
reorganisation (“Capital Reorganisation”) after the
Change of Domicile becoming effective which comprises
the following:

(i) share consolidation on the basis of every ten issued
and unissued existing shares of par value HK$0.10
each into one consolidated share of par value
HK$1.00 each;

(i) reduction of the issued share capital of the Company
through a cancellation of the paid-up capital of the
Company to the extent of HK$0.99 on each of the
issued consolidated share so that the nominal value
of each issued consolidated shares will be reduced
from HK$1.00 to HK$0.01; and

the share subdivision of each authorised but
unissued consolidated share of HK$1 (including
those arising from the capital reduction) into one
hundred adjusted shares of HK$0.01 each.

(iii)

On 21 February 2019, the Board of the Company
announced that the Change of Domicile has not yet
become effective and therefore it is expected that the
effective date of the Capital Reorganisation will be
delayed.

Details of above are set out in the Company’s
announcements dated 12 November 2018 and 21
February 2019.

Demand for repayment of borrowings

On 14 February 2019, the Company received demand
from Ms. Zhang Xue Ping, the bond holder, in respect
of repayment of the bond principal of approximately
HK$680,000 together with the interest (including the
bond interest and the default interest). The Company is
seeking legal advice on this matter.

For the year ended 31 December 2018
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37.

38.

150

iF—+ — H / =
T+ A 7 HIFF)R

CERTAIN COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform
to the current year’s presentation. The changes included the
reclassification of (i) interest income previously classified under
“finance costs” to “other income”; (ii) net foreign exchange
gain previously classified under “finance costs” to “general and
administrative expenses”; and (iii) the other losses previously
classified under “other losses” to “general and administrative
expenses”. The new classification of the accounting items was
considered to provide a more appropriate presentation of the
consolidated financial performance of the Group.

APPROVAL OF CONSOLIDATED FINANCIAL
STATEMENTS

The consolidated financial statements are approved and
authorised for issue by the Board of Directors on 27 March 2019.
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OPERATING RESULTS

2018

FINANCIAL SUMMARY
BIEmE

RERE

Year ended 31 December

BEt-A=t—-HILEE

2017 2016 2015

Revenue
- From continuing business
(RMB'000)
Gross (loss)/profit
— From continuing business
(RMB'000)
Gross (loss)/profit margin
— From continuing business
(Loss)/Profit and total
comprehensive income
attributable to owners of
our Company (RMB'000)
Net (loss)/profit margin
— From continuing business

Woas

(ARET )
E(8)/7

- REBELLEH
(ARETT)
E(R)/Fx

- REBELLEH
NCIE 2PN/l
(B8R, 5 R
PEKELHR
(AR®T )
(FBR) /A%

- REFELEEY

CONSOLIDATED BALANCE SHEET

The following table sets forth our assets/liabilities position as at
31 December 2014, 2015, 2016, 2017 and 2018:

Current assets
Current liabilities
Net current (liabilities)/assets

Net (liabilities)/assets

mBEE
mEEE
nE(REFE)/

BEFE
(BfE)/EERE

—EBE-N\E

250,660

(61)

(0.02%)

(369,281)

(147.3%)

2018

—EBE-N\E

RMB'000

AR®TR

146,798
722,576

(575,778)
(472,180)

“E+F T —FT-1F

271,858 780,310 670,255 810,795
(16,604) (20,843) 8,396 149,306
(6.1%) (2.7%) 1.3% 18.4%
(732,765) (331,023) (23,317) 66,402
(269.5%) (42.4%) (3.5%) 8.2%
EHEERER

TEHIWRFAAN-_T—NE - —T—FAEFE - —-F
—RE B ER-E—N\E+-_A=+—
AMEEBEBEHRR:

As at 31 December

R+=A=+—-H

2017 2016 2015 2014
—T—+F —T-RE —T-HF —ZT@OF
RMB’000 RMB'000 RMB’000 RMB’000
ARETT ARBTT ARBTT ARETR
287,140 761,168 877,676 501,925
601,130 412,213 240,696 288,455
(313,990) 348,955 636,980 213,470
(129,032) 603,733 908,489 480,460

MBI ERGER2T
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FINANCIAL INDICATORS B IEE

Year ended 31 December
BZ+-A=t+—-HLEE

2017 2016 2015 2014
“T—+tF —E-Rf —T-HF —T-@OF

Return on equity (%) (Note 1) R B3R (%) (P 5T 1) NATER NATBER (54.8) (2.6) 138
Return on assets (%) (Note 2) EERWE (%) (FiE2) (68.0) (94.2) (25.2) (1.6) 6.6
Interest coverage (Note 3) BB EX (H:E3) (3.6) (10.7) (4.4) (1.0) 48

As at 31 December

R+=A=+-AH
2017 2016 AN ) 2014
“T+F —B-RFE —T-1F —T-HEF
Current ratio (%) (Note 4) B L % (%) (131 4) 203 47.7 184.7 364.6 174.0
Quick ratio (%) (Note 5) RENLL R (%) (H7E5) 16.1 39.1 172.5 338.0 150.4
Debt to equity ratio (%) B AN & (%) R
(Note 6) (Ff5E6) NATER NATER 114.2 44.6 68.2
Gearing ratio (%) R IE R (%) Q
(Note 7) (BtzE7) NATRER NATER 110.0 0.7 27.8

Notes: B 5

(1) Return on equity for the years ended 31 December 2014, 2015, 2016, (1) H#HZE-ZT—WNF - —_T—HF  _T— X F . =
2017 and 2018 was calculated based on our total comprehensive T —+tFR T \F+_A=1+—HIFE
income for the respective year divided by the total equity of the B AR B R - ThiR B B4R 2 ek A ERRR A
respective year and multiplied by 100%. AT ERERBERRNA100%:TE -

(2)  Return on assets for the years ended 31 December 2014, 2015, 2016, (2) #HZE-Z—WNF - —_T—HF  —_T— X F =
2017 and 2018 was calculated based on our total comprehensive A+ FR_E-NFI_A=FT-HIFE
income for the respective year divided by our total assets of the MEEDRE - TR GRIFE 2 s A ERR A
respective year and multiplied by 100%. ERFEEEREARIAI00%TE -

(3) Interest coverage ratio for the years ended 31 December 2014, 2015, (3) HZE-_ZT—WNF - —_T—HF  —_T—X F . =
2016, 2017 and 2018 was calculated based on our (loss)/profit for A ER B \FF_A-F—HIEE
the year for the respective year divided by our finance costs for the MFBEEE  NIRAMFERLE (BR) EF
respective year. BRIAEBEFENREKRARTE -

(4)  Current ratio as at 31 December 2014, 2015, 2016, 2017 and 2018 (4 HKR-T—NF -—ZT—HF —ZT—X F - —_F
were calculated based on our current assets of the respective date —+FR_E-N\F+_A=+—BHHRIL
divided by our current liabilities of the respective date and multiplied by x - DGR A MM REEERNARA AR
100%. BHEEBRAI100%E -

(5)  Quick ratio as at 31 December 2014, 2015, 2016, 2017 and 2018 (5) RZ=-T—WF - —T—HF —FT—X F _ZF
were calculated based on our current assets minus inventories as at the —tFERZE-NFE+-A=+—HHEFHL
respective date divided by our current liabilities as at the respective date = DREEBEHNRSEERETEREIAR
and multiplied by 100%. FHENREAEERLA100%1E -

(6)  Debt to equity ratio as at 31 December 2014, 2015, 2016, 2017 and (6) HKR-T—NFE - —ZT—HF - —ZT—X F - —_F
2018 were calculated based on our total debts (being sum of our total —+tFRZZFE-NFH+_A=+—BHEKR
borrowings and amounts due to related parties and third parties) as at AbE - iR BHEB BN ESRE (A EREHE
the respective date divided by total equity as at the respective year and B 51 BB 05 I 55 = 07 sRIARY AR AN) BR DA B R 4F
multiplied by 100%. FHERERBRIA100%E -

(7)  Gearing ratio as at 31 December 2014, 2015, 2016, 2017 and 2018 (7) R-ZT—NF —T—HF —T—XF —F
were calculated based on our net debts (being total debts net of cash —+FERZFT-\F+ZA=+—HHERAE
and cash equivalents and restricted bank deposits) as at the respective B - IR B B BN ERFE (AEKeE
date divided by total equity as at the respective year and multiplied by MERR S KIR S ZEY A RZRGIRTFH) K
100%. NBRFEAERBRA100%1E -
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