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CORPORATE PROFILE
SEEM A

Guoan International Limited (the “Company”) (Hong Kong
Stock Exchange stock code: 143 and Singapore Exchange
stock code: G11), together with its subsidiaries (collectively
the "Group”), is principally engaged in the trading of
telecommunications and other products, provision of repair
services for telecommunications products, investment in
financial assets and money lending business.

On 14 December 2015, AL E£EHF R A7) (CITIC Guoan
Group*) became one of the substantial shareholders of the
Company. CITIC Guoan Group is a large and wide-ranging
enterprise group in the People’s Republic of China (the “PRC").
Headquartered in Beijing, CITIC Guoan Group’'s scope of
business comprises, inter alia, finance, telecommunications,
culture tourism and hospitality, mineral resources development,
chemical plant operation, agriculture, real estate,
entertainment and media, and healthcare services.

The Company intends to leverage on its presence in Hong
Kong and Singapore to expand current businesses horizontally
and vertically, as well as to venture into new industries and
identify new investment opportunities to improve its business
prospects for the long term commercial interest of the
Company and its shareholders. Financial plans will periodically
be revisited to strengthen the Company’s financial position
whilst taking capital market conditions into consideration in
formulating strategies.

*  For identification purpose only
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| am delighted to present the annual report of Guoan
International Limited (the “Company”) and its subsidiaries
(collectively the “Group”) for the year ended 31 December
2018. | wish to start by highlighting the solid work we have
done to enhance our business platform.

In line with our diversification strategy, we have continued
to broaden the scope of the existing trading business,
and to expand into new arenas. | am glad to report that
the acquisition of Yicko Securities Limited (“Yicko"”) was
completed on 28 February 2019. This will represent a major
step towards our foray into the financial services business.

Although global economic growth remained steady in 2018,
the Group braced for more economic headwinds during the
year as the political and business environment became highly
unpredictable. We have therefore adopted a more prudent
business strategy to guard the Group against potential risks
and challenges. Efforts will continue to broaden the Group’s
revenue base and to enhance its business portfolio with a
view to securing a stable long-term performance. Further
information on our work during the year can be found in the
Management Discussion and Analysis section.

At the macro level, the United Nations gave an estimate of
more than 3% annualised economic growth for the first six to
nine months of 2018, while cautioning that this growth was
primarily buoyed by the fiscal expansion of the United States of
America, which has largely offset slower growth in some other
large economies. Expectations over the coming year point to
some softening in momentum, and are closely associated with
heightened uncertainty.

The International Monetary Fund (“IMF”) also observed
weakening in global expansion on subdued performance in
Europe and Asia. The global growth forecasts for 2019 and
2020 have been revised further downward, in view of the
trade issues between the United States and China, as well as
softer momentum in a number of European countries. The
IMF expects risks to global growth to tilt to the downside. An
escalation of trade tensions remains a key source of risk to the
outlook, and a range of triggers could spark a deterioration
in risk sentiment, including a “no-deal” Brexit and a further
slowdown in China.
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While trimming global growth projections, the IMF in January
maintains its forecasts for China’s economy in 2019, to be
backed by resilient domestic consumption and government
support policies. The World Bank, on the other hand, predicts
a deepening slowdown in China’s growth which it projects to
drop by 0.1 percentage point. In response to the uncertain
trading environment, the Chinese government has shifted its
policy and placed a strong focus on stabilising the economy.

Some impact of the US-Mainland trade tensions on Hong
Kong has been observed. For the fourth quarter of 2018,
economic growth slowed to under 1.5% while there was
almost zero growth for commodities export. According to
the latest government economic report, the city’s economy
grew by 3.7% in the first three quarters of 2018 combined,
down from the 4.1% growth in the first half of the year
Developments going forward will continue to be subject to
many uncertainties, especially the development of the global
trade environment.

In 2018, China celebrated the 40th anniversary of the country’s
opening up, and with the state’s determination to carry the
mission forward, the pace of reform has never slowed through
the years. Going forward, the central government sees both
opportunities and challenges as the world enters a period of
major change, but it pledges to work tirelessly for common
world development and a shared future.

The Group has full confidence in China’s long-term prospects,
as the country is in transition to a more stable and sustainable
economy. We will continue to leverage on the solid foundation
of our parent company, CITIC Guoan Group*, to capture
the opportunities that emerge during the course of China’s
development. In particular, the board of directors (the
"Board"”) believes that the growing middle-income population,
the Belt and Road initiative and the Greater Bay Area scheme
will be among the strong drivers for growth on a longer
horizon.

As an international financial centre, Hong Kong will have a
crucial role to play in the development of the Greater Bay Area.
The Board believes that this will bring enormous opportunities
for the Hong Kong financial services sector. With the
acquisition of Yicko, the Group looks forward to participating
further in the promising financial development of the area.

* For identification purpose only
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CHAIRMAN'’S STATEMENT

The Board will not underestimate the extent of the risks
associated with the ongoing trade tensions, and will continue
to guard against any potential impact on our business and
investments. Given the uncertainties that lie ahead, we will
exercise caution as we explore viable investment or business
development opportunities. Nevertheless, our long-term goal
remains to build a more balanced business mix to support the
Group's healthy ongoing development.

In addition to our business development, | am also delighted
that the Group has made solid progress in our commitment to
social responsibilities. We have renewed our Caring Company
2018/19 logo with the Hong Kong Council of Social Service,
as a reflection of our collaboration with a number of social
agencies. The Group has also achieved various green, social
and charitable recognitions, and has contributed to some very
worthwhile causes. Our work in this area is covered in the
Environmental, Social and Governance Report section.

With a devoted and professional team, we look forward to the
coming year with confidence. On behalf of the Board, | wish to
thank our management and staff members, shareholders, and
other stakeholders for their unfailing support.
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MANAGEMENT DISCUSSION AND ANALYSIS

THEWRE S

Overview

The Company is 53.78% owned by CITIC Guoan Group*
("CITIC Guoan Group*"”), a conglomerate in the People’s
Republic of China (the “PRC"), headquartered in Beijing.
CITIC Guoan Group* has an extensive scope of business
worldwide, in particular in the PRC, spanning finance,
telecommunications, culture tourism and hospitality, mineral
resources development, chemical plants operation, agriculture,
real estate, entertainment and media, and healthcare services.

The Group announced on 2 June 2017 a change in the
financial year end date of the Company from 30 September
to 31 December in order to coincide with that of CITIC Guoan
Group. As a result, the comparative financial figures as stated
in this annual announcement cover a period of fifteen months
from 1 October 2016 to 31 December 2017.

During the year, the Group was principally engaged in
the trading of an array of telecommunications, electronic
parts and other products, provision of repair services for
telecommunications products, investments in financial assets,
and money lending business.

The Group also moved forward with plans to expand into the
financial services business through the acquisition of Yicko
Securities Limited (“Yicko"”), a well-established securities
brokerage in Hong Kong. Completion of the acquisition took
place on 28 February 2019. As at the date of this report, Yicko
is an indirect wholly-owned subsidiary of the Company.

The Group has initiated to drive sustainability in its
corporate headquarters and step by step into its overall
business operations. In 2017, the Group established a set of
Environmental, Social and Governance (“ESG") policies, which
were subsequently adopted by the board of directors (the
“Board”). These policies cover the areas of environmental
protection, employment, workplace quality, health and safety,
responsible product and supply chain, and governance.
A taskforce was also set up, overseen by the Board, to
implement the policies and drive improvement in sustainability
performance. In 2018, the Group took further steps to improve
the ESG reporting system.

* For identification purpose only
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MANAGEMENT DISCUSSION AND ANALYSIS

As the Group is not engaged in manufacturing or business
activities with heavy consumption of resources or pollution,
its environmental impact is considered relatively immaterial.
During the course of its business operation, the Group takes
measures to ensure compliance with applicable laws and
regulations in waste treatment, labour, occupational health
and safety, data privacy and prevention of corruption.

The Group is committed to maintaining positive relationships
with its key stakeholders, which include employees, customers
and suppliers. During the year, there were no significant
disputes nor any legal case brought against the Group with
regard to employee relationships, customer rights, or dealings
with suppliers.

Further details of the Group’s sustainability policies and
performance are set out in the ESG Report contained in this
annual report.

Performance

The Group reported a 5.2% period on period decrease in
revenue to approximately HK$110.0 million during the year
ended 31 December 2018 (fifteen months ended 31 December
2017: HK$116.0 million). A gross profit of approximately
HK$23.1 million (fifteen months ended 31 December 2017:
HK$30.2 million) was generated.

A net loss of approximately HK$43.8 million (fifteen months
ended 31 December 2017: loss of HK$45.9 million) was
incurred, mainly attributable to the increase in amortisation on
office premises, operating costs and administrative expenses.

By segment, revenue generated from the provision of repair
services declined 33.6% period over period to approximately
HK$64.7 million (fifteen months ended 31 December 2017:
HK$97.4 million), as a result of shrinking demand for
smartphone upgrading and maintenance services during the
year. The segment incurred a loss as its gross profit margin was
negatively impacted by rising operating and staff costs.

The trading segment, covering telecommunications products,
electronic parts and other items, delivered a revenue of
approximately HK$43.4 million during the year (fifteen months
ended 31 December 2017: HK$18.4 million). However, the
trading business braced for eroding margins amid overall
lacklustre hardware sales and fierce competition. A segment
loss was thus incurred.
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MANAGEMENT DISCUSSION AND ANALYSIS

THEWRE S

Business Review
Trading Business

The scope of the Group’s trading segment covered
telecommunications products, electronic parts and a range of
other items during the year.

According to the latest available statistics, electronics
exports from Hong Kong, especially those related to
telecommunications equipment, semiconductors and computer
items, accounted for the majority of the city’s total exports.
Mainland China continues to be both the key source and
the major destination of Hong Kong's trading in electronic
products. With the trade issues between China and the
United States (the “US") remain to be resolved completely,
management will stay alert to potential disruptions in the
supply chain for the telecommunications and electronics
sectors.

In the midst of tougher market conditions, the telecommunications
and electronics trading business has been faced with many
challenges. Increased competitive pressure, faster technology
obsolescence, and declining volumes for certain smartphone
brands and electronic gadgets, have forced vendors and
network operators to trim costs. This in turn impacted the
profit margin of the business.

There will continue to be pressure on profit margins in the
trade environment of telecommunications and electronic
products. Management constantly reviews the product mix
and will prudently seek opportunities to expand or shift the
portfolio in line with market trends.

Financial Services Business

The Board believes that a diversification of business will be
to the long-term benefit of shareholders, and the financial
services business in Hong Kong presents one promising area
for such initiatives.

The Board announced that, on 13 February 2018, Exquisite
Honor Holdings Limited, a wholly-owned subsidiary of the
Company, entered into a sale and purchase agreement for the
acquisition of Yicko for a consideration of HK$420,000,000,
to be satisfied as to HK$120,000,000 in cash and as to
HK$300,000,000 by the Company issuing convertible bonds
with an initial conversion price of HK$0.26 per conversion
share.
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MANAGEMENT DISCUSSION AND ANALYSIS

The transaction was approved by shareholders at an
extraordinary general meeting held on 14 June 2018. The
Securities and Futures Commission’s (the “SFC") approval of
the change in substantial shareholders of Yicko was received
on 1 February 2019, and completion of the acquisition took
place on 28 February 2019. Upon completion, Yicko has
become an indirect wholly-owned subsidiary of the Company
and its financial results will be consolidated into the financial
statements of the Group.

Yicko is a well-established brokerage company founded in
1992 in Hong Kong. It is a licensed corporation to carry out
Type 1 (dealing in securities), Type 4 (advising on securities)
and Type 9 (asset management) regulated activities under the
Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong). In order to ensure continuity in the management,
business and operations of Yicko, the senior management
team of its key business units are staying with Yicko upon
completion of the acquisition.

The acquisition will enable the Group to make a meaningful
step in its strategic direction towards business diversification,
and will allow the Group to leverage on the past experiences
of CITIC Guoan Group and Yicko to create synergies on
brokerage and other financial services business in Hong Kong.

The Group also holds a money lender’s licence for conducting
financial services related business. This money lending
business was developed with an aim to better utilise the
Group’s financial resources to generate a stable stream of
interest income. Management will stay alert to related market
uncertainties, while proceeding with prudence.

Maintenance Services for Telecommunications
Products

The segment of provision of maintenance services for
telecommunications products continued to operate in
a challenging business environment underlined by price
competition among mobile network operators amid rising
costs. The prevailing price war in the local crowded market will
pose continuing threats to this servicing segment.

The management will continue to monitor the operating
conditions of the segment and will formulate measures to cope
with the associated challenges.
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MANAGEMENT DISCUSSION AND ANALYSIS

THEWRE S

Liquidity, Financial and Working Capital Resources

The Group’s total non-current assets amounted to approximately
HK$349.3 million as at 31 December 2018 (31 December 2017:
HK$338.9 million).

As at 31 December 2018, inventory for the telecommunications
and electronics business line remained at a relatively low level
of approximately HK$0.9 million (31 December 2017: HK$1.1
million). The newly established fine wine trading business
maintained an inventory of HK$33.7 million (31 December
2017: N/A) as the Group strategizes to hold a reasonable stock
of fine wines that have potential to increase in value.

As at 31 December 2018, the Group had net trade receivables
of approximately HK$10.6 million (31 December 2017: HK$4.1
million). The Group’s bank borrowings stood at HK$34.5 million
(31 December 2017: HK$4.5 million), while its gearing ratio,
expressed as a percentage of total borrowings over total assets,
was 8.3% (31 December 2017: 1.9%). The office property and
a fixed deposit of approximately HK$5.2 million (31 December
2017: HK$5.1 million) was pledged to secure banking facilities.
The current ratio was approximately 1.10 (31 December 2017:
1.77) while the liquid ratio stood at approximately 0.75 (31
December 2017: 1.74).

The Group's cash and cash equivalents as at 31 December 2018
amounted to HK$34.2 million (31 December 2017: HK$73.5
million).

The objective of the Group’s cash management policy is to
optimise liquidity to gain a better return for shareholders in
a risk-averse manner. At 31 December 2018, the value of the
Group's investment in listed securities which is classified as
financial assets at fair value through profit or loss amounted
to approximately HK$1.8 million (31 December 2017: HK$0.2
million).

Amid the prevailing financial volatility, the Group is committed
to maintaining a conservative cash management policy and to
increasing operating efficiency.
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MANAGEMENT DISCUSSION AND ANALYSIS

Prospects and Strategic Outlook

Global economic and geopolitical uncertainty has dampened
the outlook of the Hong Kong business sector on trade and
overall confidence. According to a bank survey, less than two
thirds of local businesses feel optimistic about the trading
environment and their own success. Those with a negative
outlook consider rising protectionism and tariffs as the main
reasons for pessimism.

On the other hand, while the economic growth of Mainland
China has slowed, the country is in transition from an
investment and industry led growth model to a more stable
economy based on domestic consumption. The same survey
also reveals that Hong Kong businesses see opportunities from
China’s growing domestic consumption, which is backed by an
expanding middle class.

In the Hong Kong SAR Government’s latest economic report,
the local economy expanded by 2.9% in the third quarter of
2018, which has moderated from the 4.1% growth in the first
half of the year. Similarly, global economic growth remained
visible in the third quarter, but has lost some momentum
as compared to the first six months. The US-Mainland trade
conflicts have clearly weighed on global economic sentiment
and activities.

The government observed some impact of the US-Mainland
trade tensions on Hong Kong's overall export performance.
Management will stay alert to the many uncertainties that lie
ahead.

Risk management is always an essential concern and work
target for the Group. Against a backdrop of heightened
uncertainty, management will exercise caution in taking
forward its business plans. The Group will nevertheless
continue to explore viable investment or business development
opportunities to build a more balanced revenue base to
support healthy ongoing development.

The management is of the view that the telecommunications
products trading and servicing business lines will be subject to
continued difficulties that may push margins down. The Group
will closely monitor the ongoing conditions of these businesses
and will formulate responsive measures. In light of the tough
market environment for these segments, the Group will also
seek further business diversification.
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MANAGEMENT DISCUSSION AND ANALYSIS

THEWRE S

In line with the diversification strategy, the Group has acquired
Yicko as a step to participate in the financial services sector.
Given the solid background of CITIC Guoan Group, the Group
believes that Yicko can leverage its finance experience and
extensive network and resources in the PRC to create an
integration of skills, knowledge and expertise.

As the Group pursues diversification, it will prudently evaluate
the potential risks associated with new business developments
or investments. Its goal remains to strengthen long-term
prospects and returns to shareholders. The Group will place a
focus on growth opportunities that may create synergy with
the businesses of its parent company, and which may leverage
its dual listing platform in Hong Kong and Singapore.

To support long-term development, the Group also will
continue to review and strengthen its financial position and
asset base. The Board believes that the Group’s business
portfolio realignment efforts have placed it in a more stable
and advantageous position for long-term development.

Currencies

The Group conducts its core business transactions mainly in
Hong Kong dollars, New Taiwan dollars and United States
dollars. The majority of the Group’s cash and bank balances are
also denominated in these three currencies. During the year,
the Group did not experience significant exposure to exchange
rate and interest rate fluctuations. As a result, the Group
did not enter into any material foreign exchange contracts,
currency swaps or other financial derivatives.

Contingent Liability

The Group did not have any significant contingent liability at
31 December 2018.

Material Acquisition or Disposal of Subsidiaries

Except for the acquisition of Yicko, there was no material
acquisition or disposal of subsidiaries during the year ended 31
December 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS

Employee Information

At 31 December 2018, the Group employed a work force
of 117 (2017: 125). Staff costs, including salaries, bonuses
and allowances, were approximately HK$37.0 million (2017:
HK$46.0 million).

The Group maintains a competitive remuneration policy to
motivate, retain and attract talent. The remuneration packages
mainly comprise salary payments, group medical insurance
plans and discretionary bonuses awarded on a performance
basis. The Group provides pension schemes for employees as
part of the staff benefits.
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CORPORATE GOVERNANCE REPORT

ERELIRE

CORPORATE GOVERNANCE PRACTICES

Adapting and adhering to recognized standards of corporate
governance principles and practices has always been one of
the top priorities of the Company. The board of directors of
the Company (the “Board”) believes that good corporate
governance is one of the areas that leads to the success of
the Company and in balancing the interests of shareholders,
customers and employees, and the Board is devoted to
ongoing enhancements of the efficiency and effectiveness of
such principles and practices.

Throughout the year ended 31 December 2018 (the “year”),
the Company has complied with the code provisions (“Code
Provisions”) set out in the Corporate Governance Code
contained in Appendix 14 to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”).

THE BOARD OF DIRECTORS

Composition and Responsibilities
The Board currently comprises nine directors (“Directors”),

of which two are Executive Directors, four are Non-executive
Directors and three are Independent Non-executive Directors.

The Board members of the Company during the year are:

Executive Directors:

Mr. HUANG Zhen Qian
Mr. SO Haw Herman

Non-executive Directors:

Mr. DU Jun (Chairman)

Mr. LI Xiang Yu

Mr. CUI Ming Hong

Ms. BAI Wei (appointed on 23 August 2018)

Mr. YANG Li Ming (resigned on 23 August 2018)

Independent Non-executive Directors:
Mr. WONG Chun Man

Mr. TSE Yung Hoi
Mr. NG Man Kung
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CORPORATE GOVERNANCE REPORT

THE BOARD OF DIRECTORS (continued)

Composition and Responsibilities (continued)

On 23 August 2018, Mr. YANG Li Ming resigned from the
position of Non-executive Director while Ms. BAl Wei was
appointed as Non-executive Director.

The biographical details of each Director are set out in the
section headed Human Capital on pages 47 to 51.

While the Board is primarily overseeing and managing the
Company’s affairs, the Chairman of the Board provides
leadership to the Board in carrying out its duties. The
Executive Directors constituting the senior management of
the Company are delegated with responsibilities in the day-
to-day management of the Company and make operational
and business decisions within the control of and delegation
framework of the Company. The Non-executive Directors
(including Independent Non-executive Directors) contribute
valuable views and proposals for the Board’s deliberation and
decisions.

Board Meetings

The Board members meet regularly, normally four times
each year at approximately quarterly intervals, to discuss
the overall strategy as well as the operational and financial
performance of the Company. Other Board meetings will be
held when necessary. Such Board meetings involve the active
participation, either in person or through other electronic
means of communication, of a majority of Directors. During
the year ended 31 December 2018, four regular Board
meetings were held and the attendance records of individual
Directors are set out below:
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Number of
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BHERBT
eBRY
Executive Directors: HITESE:

Mr. HUANG Zhen Qian EiREE A& 4/4
Mr. SO Haw Herman BRI 4/4

Non-executive Directors: HHITESE -
Mr. DU Jun (Chairman) MELEE (FE) 3/4
Mr. LI Xiang Yu FH&REE 3/4
Mr. CUI Ming Hong ERELEE 174
Ms. BAI Wei Akt 2/2
Mr. YANG Li Ming SRR S A 0/2




CORPORATE GOVERNANCE REPORT

N 1N
TRELIWRS
THE BOARD OF DIRECTORS (continued) BEEg &)
Composition and Responsibilities (continued) Bl (&)
Number of
Meetings
Attended/Held
BHE BT
SERE
Independent Non-executive Directors: BUIFHITESF:
Mr. WONG Chun Man FEEE 4/4
Mr. TSE Yung Hoi #HEBEE 4/4
Mr. NG Man Kung S A 4/4

Appropriate notices were given to all Directors in advance HESZeTHeENMEMESHITHRAE
for attending regular and other Board meetings. Meeting EZEEFXHHEE RN BERHHEEze e
agendas and other relevant information are normally provided — FHE/TRT@RAEE R HEREMNEMERE
to the Directors in advance of Board meetings. All Directors % W HIFTAE E&GH - AFEMEBEIBESA
are consulted to include additional matters in the agenda for EE&EZEEAN-

Board meetings.

Directors have access to the advice and services of the  EBFBAIESEARWEZER KR A
Company Secretary with a view to ensuring that Board RESSREFLFTABEAEE BEIKE
procedures, and all applicable law, rules and regulations, are  ff|¥5#&5&=F -

followed.

Draft and final versions of the minutes are sent to all Directors & 0 8% 2 B ## UK & S R AR AR 9 Bl 25 2%
for their comment and records respectively. Minutes of Board THREESAHHEEHE R RIFRk-E
meetings are kept by the Company Secretary and such minutes  E&@@# LA A RNERTE Z5E#
are open for inspection at any reasonable time on reasonable  FEERRIEEMEZENBELABEELBAT
prior notice by any Director. REREERRERNER -

Appointments, Re-election and Removal ZE - EBRRER

All Non-executive Directors (including Independent Non-  FIBFFHITER (BEBUIFATES)H
executive Directors) have entered into service contracts with ~ EARFZTERMMFZRBEALH B E
the Company for a specific term of two years. Every Director ~FEZIEB=FRKRRBFERE FRES
on board is subject to retirement by rotation at least once R—IRe

every three years.

The Board is collectively responsible for appointing new EFEHFAABEZEHEFIAEMERNL
Directors either to fill causal vacancies or as additional Board EINEFEKE REBEREEMES-
members and removing any Director. Candidates to be IREAUREREERIEETH 2 AL
appointed are those experienced, high caliber individuals with %8 & #9588 L M B IA B AEZ F B -
sufficient skills and knowledge required for the positions. All  FIEREAEI KA E EH R AIE3.08 %
candidates must be able to meet the standards as set forth in ~ 3.09&FT & 2 R E - FIIFATESF 2 &
rules 3.08 and 3.09 of the Listing Rules. A candidate who isto ~ EABERM & LR AIE3 1362
be appointed as an Independent Non-executive Director should B MERE

also meet the independence criteria set out in rule 3.13 of the

Listing Rules.




CORPORATE GOVERNANCE REPORT

THE BOARD OF DIRECTORS (continued)

Appointments, Re-election and Removal (continued)

The Company recognizes and embraces the benefits of
diversity of Board members. It maintains a board diversity
policy setting out the approach to diversity of members
of the Board to ensure that the Board has a balance of
skills, experience and diversity of perspectives appropriate
to the requirements of the Company's business. All Board
appointments will continue to be made on a merit basis with
due regard for the benefits of diversity of the Board members.
Selection of candidates will be based on a range of diversity
perspectives, including but not limited to gender, age, cultural
and educational background, experience (professional or
otherwise), skills and knowledge. The ultimate decision will
be made upon the merits and contribution that the selected
candidates will bring to the Board.

Nomination Committee

The Board established the Nomination Committee in March
2012, with written terms of reference in compliance with the
Code Provisions, which have been reviewed from time to time
by the Board to keep them in line with the most up-to-date
requirements. The Committee currently comprises one Non-
executive Director, namely Mr. DU Jun and three Independent
Non-executive Directors, namely Messrs. WONG Chun Man,
TSE Yung Hoi and NG Man Kung, and is chaired by Mr. DU
Jun. The most up-to-date written terms of reference of the
Nomination Committee are available on the Company’s
website.

The Nomination Committee is responsible for reviewing the
structure, size and composition of the Board regularly and
making recommendations on any proposed changes to the
Board to complement the Company’s corporate strategy. Its
duties include making recommendations to the Board on
the selection of individuals nominated for directorships, the
appointment or re-appointment of Directors and succession
planning for Directors. In carrying out the responsibility of
identifying suitably qualified candidates to become members
of the Board, the Committee will give adequate consideration
to the board diversity policy. The Committee is also responsible
for assessing the independence of Independent Non-executive
Directors. The Nomination Committee is provided with
sufficient resources to perform its duties.
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THE BOARD OF DIRECTORS (continued)

Nomination Committee (continued)

During the year ended 31 December 2018, the Nomination
Committee reviewed the structure, size and composition of
the Board including the resignation of Mr. YANG Li Ming and
the appointment of Ms. BAI Wei as Non-executive Director. It
also assessed and confirmed the independence of the three
Independent Non-executive Directors, and recommended to
the Board the nomination of Mr. CUI Ming Hong, Mr. YANG Li
Ming and Mr. TSE Yung Hoi for re-appointment as Directors by
the shareholders at the 2018 annual general meeting of the
Company.

The Nomination Committee held two meetings during the
year, and the attendance record of individual Committee
members are set out below:
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BHE ET

BBRE

Mr. DU Jun (Chairman) MHELRE (FF) 2/2
Mr. WONG Chun Man FEXEE 2/2
Mr. TSE Yung Hoi FBEEE 2/2
Mr. NG Man Kung RICHEE 2/2

Confirmation of Independence

The independence of the Independent Non-executive Directors
has been assessed in accordance with the applicable Listing
Rules. Each of the Independent Non-executive Directors
has made an annual written confirmation of independence
pursuant to rule 3.13 of the Listing Rules. The Company is of
the view that all Independent Non-executive Directors meet the
guidelines for assessing independence set out in rule 3.13 of
the Listing Rules and are independent.
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THE BOARD OF DIRECTORS (continued)

Corporate Governance Functions

The Board is collectively responsible for performing the
corporate governance duties which have been formalized into
the terms of reference of the Board, a summary of which are
as follows:—

— To develop and review the Company’s policies
and practices on corporate governance and make
any changes it considers necessary to ensure their
effectiveness;

—  To review and monitor the training and continuous
professional development of Directors and senior
management;

- To review and monitor the Company’s policies and
practices on compliance with legal and regulatory
requirements;

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

—  To review the Company's compliance with the Code
Provisions and disclosure in the Corporate Governance
Report.

During the year, the Board reviewed and approved the
Corporate Governance Report contained in the Company’s
2017 Annual Report.

Model Code for Securities Transactions by Directors

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (“Model Code”)
set out in Appendix 10 to the Listing Rules as its own code
of conduct for dealing in securities of the Company by the
Directors. Specific enquiry has been made on all Directors who
have confirmed that they have complied with the required
standard set out in the Model Code throughout the year ended
31 December 2018.
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THE BOARD OF DIRECTORS (continued)

Directors’ Training and Professional Development

Every Director keeps abreast of responsibilities as a director
of the Company and of the conduct, business activities and
development of the Company. Directors are continually
updated with regulatory and governance developments.
During the year, the Company provided all members of the
Board with updates on the Company’s performance, position
and prospects.

Directors are encouraged to participate in professional
development courses and seminars to develop and refresh their
knowledge and skills. The Company has devised a training
record to assist the Directors to record the training they have
undertaken.

During the year, Messrs. WONG Chun Man, LI Xiang Yu,
TSE Yung Hoi and NG Man Kung and Ms. BAI Wei received
briefings on updates of accounting standards from the auditors
of the Company at Audit Committee meetings. All of the
Directors were provided with reading materials on the relevant
rules and regulatory updates.

REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

Emolument Policy

The remuneration policy of the Group is to ensure the fairness
and competitiveness of total remuneration. The emoluments
of Executive Directors are determined based on the skills,
knowledge, individual performance as well as contributions,
the scope of responsibility and accountability of such Directors,
taking into consideration the Company’s performance and
prevailing market conditions. The remuneration policy of Non-
executive Directors (including Independent Non-executive
Directors) is to ensure that the Non-executive Directors are
adequately compensated for their efforts and time dedicated
to the Company’s affairs including their participation in
the respective Board committees. The emoluments of Non-
executive Directors are determined with reference to their
experience, duties and knowledge.
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REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT (continued)

Remuneration Committee

The Board established the Remuneration Committee in July
2006, with written terms of reference in compliance with
the Code Provisions, which have been reviewed from time to
time by the Board to keep them in line with the most up-to-
date requirements. The Committee currently comprises one
Non-executive Director, namely Mr. CUl Ming Hong and three
Independent Non-executive Directors, namely Messrs. WONG
Chun Man, TSE Yung Hoi and NG Man Kung, and is chaired
by Mr. TSE Yung Hoi. The most up-to date written terms of
reference of the Remuneration Committee are available on the
Company’s website.

The Remuneration Committee is responsible for making
recommendations to the Board on the Company’s emolument
policy and on the establishment of a formal and transparent
procedure for developing such policy. Prior to making its
recommendations, the Committee consults the Chairman
of the Board and the Executive Directors and takes into
consideration factors including the Group's performance
and profitability, experience, duties and time commitment
of Directors, prevailing market conditions, salaries paid by
comparable companies, employment conditions elsewhere
in the Group and desirability of performance-based
remuneration. The Committee has adopted the operation
model where it performs an advisory role to the Board,
with the Board retaining the final authority to approve the
remuneration packages of individual Directors and senior
management. The Committee is provided with sufficient
resources enabling it to discharge its duties.

During the year, the Remuneration Committee reviewed the
remuneration packages of the Directors and employees of
the Company. No Director was involved in deciding his own
remuneration.
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REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT (continued)

Remuneration Committee (continued)

The Remuneration Committee held one meeting during the
year, and the attendance record of individual Committee
members are set out as follows:

ESREREBEAEZHE (&)

¥y¥MESE (&)
FHEZEENFAGRT-REH X8
SEMBZHFELEHINNT

Number of

Meetings

Attended/Held

BHE BT

BERY

Mr. TSE Yung Hoi (Chairman) BB E(EE) ”n
Mr. CUI Ming Hong ERAREYE 01
Mr. WONG Chun Man TR A 171
Mr. NG Man Kung R LS 7

ACCOUNTABILITY AND AUDIT

Financial Reporting

The Board acknowledges its responsibility for the preparation
of the financial statements which give a true and fair view of
the state of affairs of the Group. The financial statements set
out on pages 67 to 179 were prepared on a going concern
basis. Financial results of the Group are announced in a
timely manner in accordance with statutory and/or regulatory
requirements.

During the year, the Company engaged HLB Hodgson Impey
Cheng Limited ("HLB") as the external auditors. Apart from
providing audit services, HLB also reviewed the interim results
of the Group. The fees in respect of audit and non-audit
services provided by HLB for the year ended 31 December
2018 amounted to approximately HK$1,177,000 and
HK$250,000 respectively.

The reporting responsibilities of HLB are set out in the
Independent Auditors’ Report on pages 58 and 66.
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ACCOUNTABILITY AND AUDIT (continued)

Risk Management and Internal Controls

The Board has overall responsibility for the maintenance of
sound risk management and internal control systems within
the Group and reviewing their effectiveness.

The Board has entrusted the Audit Committee with the
responsibility to review the risk management and internal
control systems of the Group, which not only include financial,
operational and compliance controls, and risk management
functions, but also cover the areas of adequacy of resources,
staff qualifications and experience, training programmes and
budget of the Company’s accounting, internal audit and
financial reporting functions. Procedures have been set up
for, inter alia, safequarding assets against unauthorized use
or disposition, controlling capital expenditure, maintaining
proper accounting records for the provision of reliable financial
information for internal use and for publication, and ensuring
compliance with the relevant legislation and regulations.

Risk assessment and evaluation are an integral part of the
annual planning process. Each division/business unit of the
Group has to set its strategic objectives, identify specific risks
and assess the effectiveness of its risk management actions
and internal control measures to help ensure that the risks
it faces are addressed by the controls that have been or
will be implemented. Management throughout the Group
maintains and monitors the risk management and internal
control systems on an ongoing basis. Where any significant
risks are identified, the Board will evaluate and manage such
risks by considering the severity of the impact of the risk
on the Company’s financial results, the probability that the
risk will occur and the imminence of the risk. It should be
acknowledged that the risks management and internal control
systems are designed to manage rather than eliminate the risk
of failure to achieve business objectives, and can only provide
reasonable and not absolute assurance against material
misstatement or loss.

The Group has adopted procedures for the handling and
dissemination of inside information in a timely manner and in
compliance with the Securities and Futures Ordinance (Chapter
571 of the Laws of Hong Kong) and the Listing Rules, such
procedures are subject to review on a regular basis.
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ACCOUNTABILITY AND AUDIT (continued)

Risk Management and Internal Controls (continued)

The Board conducts review of the Group's risk management
and internal control systems semi-annually. During the
year, the Board has assessed the effectiveness of the risk
management and internal control systems through the reviews
performed by the Audit Committee, executive management,
and both internal and external auditors and considered such
systems are effective adequate for their purposes.

Audit Committee

The Audit Committee of the Company was established in
December 2004, with written terms of reference in compliance
with the Code Provisions, which have been reviewed from
time to time by the Board to keep them in line with the most
up-to-date requirements. The Committee currently comprises
two Non-executive Directors, namely Mr. LI Xiang Yu and
Ms. BAI Wei and three Independent Non-executive Directors,
namely, Messrs. WONG Chun Man, TSE Yung Hoi and NG Man
Kung, and is chaired by Mr. WONG Chun Man. On 23 August
2018 Mr. YANG Li Ming resigned as a member and Ms. BAI
Wei took up the position. The most up-to-date written terms
of reference of the Audit Committee are available on the
Company’s website.

The Audit Committee reports to the Board and has held
regular meetings to assist the Board in reviewing the
effectiveness of the Group’s financial reporting process,
internal controls and risk management systems. The
Committee monitors the integrity of the Company’s financial
statements, annual report and accounts and half-year report,
and reviews significant financial report judgments contained
therein. It reviews, makes recommendations and reports to
the Board on findings relating to the financial statements,
reports and accounts, systems of internal controls and
risk management and compliance issues. The Committee
also oversees the Company’s relationship with the external
auditors, reviews auditors’ letter of engagement and make
recommendations to the Board on the appointment and
re-appointment of external auditors. It is empowered to
review and monitor the external auditors’ independence
and objectivity and the effectiveness of the audit process
in accordance with applicable standards. It reviews external
auditors’ management letter and any material queries raised
by the auditors to the management and the management’s
response. The Audit Committee is provided with sufficient
resources enabling it to discharge its duties.

BERF& &)
ElEERAREE (&)
EEEYFHAKENEREE R ARRE
ERMAETRE -RNFRN EFTECELE
REBEE TTHEEE KRR B
B #E 1T B0 gt R 0 L B B TR e R R B4R R
BB URRZFRRABRRT
DEBEBEN-

BEREES
ARRZEREZEERN_FTTNF+_A
A HEBEBEENS TG ZRE
VTEHEFEITREHUTAENATE
ZESRREMEIFRTES  IFAERL
EREBRRTAR=Z2BILIERITES
BIEEXEE WBBEERRXH AL
M THEEXEERETE-R-F
—NFENRZ+=B B ATERFEK
BRABXLEEZBT E%EZEE
RIEEREZAINARRBEER-

il

\

EZZBEERNESTERE YEHRTE
UGB ETERAAKE 2P HRE
B ABEEREREERG AR -
ZESERARAZMBHREK  FHREK
BARPHRE Z T8 UREHEP
BEZERMBREHE -ZEQAH
M mEMKE AEEERERE
BERALAGREEZHEBERAEETS
Eh@RA BB BRE -ZEENER
RN A B NS A SR B 2 R AR - 2 B A BAD
ZHEE NN LB 2 B KB AR
kERZ ZETARREEMENEX
REFINE BN 2 B R EBME AR
ERBREZANE -ZESEMIINEZE
fb 2 BIEE N RAZ B R E R E R 2
MEALHNEREZOE -BEZEER
BERRERABITERE-




CORPORATE GOVERNANCE REPORT

ACCOUNTABILITY AND AUDIT (continued)

Audit Committee (continued)

During the year, the Audit Committee discussed and reviewed
with the management of the financial reporting system, the
accounting principles and practices adopted by the Group,
internal control procedures, risk management system and the
adequacy of resources, qualifications and experiences of staff
in the Group’s accounting, financial reporting and internal
control functions and the effectiveness of such systems and
functions. The Audit Committee also met with the external
auditors and reviewed the annual and interim reports of the
Company.

The Audit Committee members met two times during the year,
and the attendance records of individual Committee members
are set out below:
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Number of

Meetings

Attended/Held

BHE 81T

BENY

Mr. WONG Chun Man (Chairman) TEXEE (FE) 2/2
Mr. LI Xiang Yu FRIBEE 172
Ms. BAI Wei ML L 171
Mr. TSE Yung Hoi BB EE 2/2
Mr. NG Man Kung RICHEE 2/2
Mr. YANG Li Ming B EREAE 01
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ERELIRE

DELEGATION BY THE BOARD

While at all times the Board retains full responsibility for
guiding and monitoring the Company in discharging its
duties, certain responsibilities are delegated to various Board
committees which have been established by the Board to
deal with different aspects of the Company’s affairs. Unless
otherwise specified in their respective written terms of
reference as approved by the Board, these Board committees
are governed by the Company’s articles of association as well
as the Board’s policies and practices (in so far as the same are
not in conflict with the provision contained in the articles of
association).

The Board has also delegated the responsibility of implementing
its strategies and the day-to-day operation to the management
of the Company under the leadership of the Executive Directors.
Clear guidance has been made as to the matters that should
be reserved to the Board for its decision which include matters
on, inter alia, capital, finance and financial reporting, internal
controls, communication with shareholders, Board membership,
delegation of authority and corporate governance.

COMPANY SECRETARY

The Company Secretary of the Company is Mr. WONG Man
Yiu who is a member of the Hong Kong Institute of Certified
Public Accountants. Mr. WONG assists the Board by ensuring
good information flow within the Board and that the Board’s
policy and procedures including those on governance matters
are followed.
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SHAREHOLDER AND INVESTOR RELATIONS

Communication Strategies

The Board established a shareholders’ communication policy
setting out the principles of the Company in relation to its
communication with the shareholders, with the objective of
ensuring effective and timely dissemination of information
to shareholders. Information would be communicated to
shareholders mainly through the Company’s corporate
communications including interim and annual reports,
announcements and circulars. These publications are sent to
the shareholders in a timely manner and are also available on
the website of the Company.

The Chairman of the Board, members of the Board and
external auditors attended the 2018 annual general meeting of
the Company (“"AGM") held on 31 May 2018. The attendance
record of the Directors at the AGM is set out below:

ERELWE
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AGM Attended/Held

BHEBTRR
BEXERHY

Executive Directors: HITEE:
Mr. HUANG Zhen Qian EfRFALE 171
Mr. SO Haw Herman Rkt 171
Non-executive Directors: FHITEE:
Mr. DU Jun (Chairman) HERE(EE) 01
Mr. LI Xiang Yu FRSELE [
Mr. CUI Ming Hong ERRLAE 0/1
Mr. YANG Li Ming B REE 01
Independent Non-executive Directors: BUFHTEE:
Mr. WONG Chun Man THENEE 71
Mr. TSE Yung Hoi WEEEE 71
Mr. NG Man Kung BXHESE [

Shareholders may direct enquires about their shareholdings
to the Company’s Share Registrars. To the extent the requisite
information of the Company is publicly available, shareholders
and the investment community may at any time make enquiry
in respect of the Company in writing at our head office in
Hong Kong by post, facsimile or email via the numbers and
email address provided on the Company’s website or through
the Company'’s Investor Relations Adviser whose contact details
are provided in the “Corporate Information” section of this
annual report.
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SHAREHOLDER AND INVESTOR RELATIONS

(continued)
Shareholders’ Rights

Pursuant to the Articles of Association of the Company, any
two or more shareholders or any one shareholder which is a
clearing house (or its nominee) (in either case) holding not
less than one-tenth of the paid up capital of the Company
which carries the right of voting at general meetings can
make a requisition to convene and put forward proposals
at an extraordinary general meeting. The requisition must
specify the objects of the meeting, and must be signed by the
relevant requisitionist(s) and deposited at the head office of
the Company in Hong Kong.

Shareholders may put forward their enquires about the
Company to the Board or the Company Secretary at the
Company’s head office in Hong Kong or by email or through
the Investor Relations Adviser of the Company.

Amendment to the Company’s Constitutional
Documents

During the year and up to the date of this annual report, the
Company has not made any changes to its memorandum
and articles of association. An up-to-date version of the
memorandum and articles of association of the Company is
available on both the websites of the Company and the Stock
Exchange.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Guoan International Limited (the “Company”) and its
subsidiaries (collectively the “Group”) are pleased to present
our Environmental, Social and Governance (“ESG") Report
for the year ended 31 December 2018. This report captures
the essence of our ESG policies, their implementation, and
highlights of our performance in different areas of corporate
social responsibility (“CSR").

ABOUT THE REPORT

ESG Policies, Implementation and Governance

The principal activity of the Company is investment holding.
Its subsidiaries are principally engaged in the trading
of telecommunications, electronic and other products;
provision of repair services for telecommunications products;
investments in financial assets; and money lending business in
Hong Kong. Data collected for this report covers a period of
twelve months ended 31 December 2018.

The board of directors of the Company (the “Board”)
assumes overall responsibility for the Group's ESG policy,
implementation, reporting and governance. In 2017, the
Group established a set of ESG policies to guide us to carry
out business operations in an environmentally and socially
responsible way. These policies, which have subsequently
been adopted by the Board, cover various aspects of the
environment, business ethics, employee relationships and
community investments, details of which will be discussed in
subsequent sections of this report.

The Board has also authorised the setting up of a working
group to co-ordinate and monitor the Group's ESG-related
work. The working group, led by a Board member and
comprising staff of various levels, regularly reviews and
updates the policies to ensure their relevance to the Group’s
business operations, our key stakeholders, and new ESG trends
and regulations. It is also responsible for identifying potential
ESG-related risks on a continual basis, and brings them to the
Board for discussion and if thought fit, management action.
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ABOUT THE REPORT (continued)

Preparation of the ESG Report

The ESG Report has been prepared with reference to Appendix
27 of the Main Board Listing Rules of the Stock Exchange of
Hong Kong (“HKEX ESG Guide”), adhering to the “comply
or explain” provisions and where possible reporting on
recommended disclosures. The preparation process was
overseen by the Board and consisted of the following steps.
The report was endorsed by the Board in March 2019.

BARAE|E (#)

RERR HERERESE

KRB - HENEEMELERERSM
MERETRAN(TEBXZARR HE
RERBERES D MEFE T &RIT
BTYRBEEI GBI ERRES
RIEER ARE 2 EFHEREHEFSE
B BREATIR - ARER_FT-NF=
RAEEEgZA-

Board adopts ESG policies, evaluates and manages ESG related risks,
and establishes an internal control system for ESG issues
BRGEMIBE LG REABEK - MEREEEHEERS
g RERHERRRRIBEANIEE RS

NZ
Determines the reporting boundary
RIEEREE
NS

Forms a working group to lead the implementation of
the ESG policies and the preparation of the ESG Report
PRI TR/ ME - HRERRIE - & REABRNEHRE -

HEREARE
N2 N2
Undertakes an internal review to identify material ESG Collects stakeholder opinions on materiality of ESG
issues relevant to the Group issues through a questionnaire and discussions
HEITNERTZ - AR S AN R E AARR R BBHEESRERA® - WESHEYRE
HEREREREE HEREAEAZENER
N2 N2

Preparation of ESG Report
RERR  HERERRS
N2

The Board endorses the ESG Report, and identifies areas
for further improvement in ongoing reporting
EFERARER  HeREAWE
R 1% A — PR A M SREEES

BE ¥ 8 =

AEEMBEXBHUBTEREN MAR
THNHEIERELRARNEERER
WEE N RS - B - T — \F= A T#K
“EEERR - HERERABMELE A
BREBERBAZBEN T /N\FAH
RINEEE S MM BEEF WRAEE T
FREE TR R TSR B A BB B

Reporting Boundary

The Group's operations are all based in Hong Kong, and the
scope of this report mainly includes data and activities of the
Group's corporate headquarters and offices in Hong Kong.
Compared with the 2017 ESG Report published in March
2018, the scope has been broadened to include a new joint-
venture trading and wholesaling operation set up in June
2018, and the scope of data collection from the headquarters
has also been expanded upon completion of the remodelling
work of the head office.

Guoan |
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ABOUT THE REPORT (continued) BRARE (&)
Stakeholder Engagement HHESHE

The Group’s key stakeholders include its employees, customers,  AEBHNESHEHEBIEREE TP #HE
suppliers, shareholders, business partners and community work 7~ %5 « EE B LT R TIEAERH -
partners. During the year, members of the ESG working group ~ 3®%E - REA TIE)EKERFRE
have engaged in discussions with them to collect their views )&l B® AW EMFE TR ER
on the materiality of different aspects of ESG. A questionnaire  FHEMNEEM I EZER -EBHNER
survey has also been carried out during the year, and its results ~ #1TREHAE OB ER  AERE
were analysed and used as a reference for the preparation of — AR¥{E 2 2% -

this report.

Set out below is a summary of the channels used to engage MU TATEHNHELE I EEHE:
our key stakeholders:

Stakeholder Engagement Channels
BOE SHERE
Employees J Formal and informal meetings
(== EARIFEXSH
o Staff activities
BTEE
o New hire orientation
=N SR
Customers . Customer services hotline (for servicing and maintenance business)
BP B RGRE (R REEER)
o Personal contact
(EPNE
Suppliers o Tendering or business negotiation process
HEm RIBHEKAE
o Regular correspondences
EH
o Site visits
B ER
o Promotional activities
5 EE
Shareholders e Annual and special general meetings
IR BRERBFARERBRREFR RS
o Annual and interim reports
FwREFHRE
o Corporate website
NGIEERT

o Contacts with IR representative

RNEBEEBERARKE

Business partners o Regular correspondences
BB E HE A
o Joint activities
BaEg
Community work partners o Staff members’ participation in volunteering work
HETESIERH ETI2HEET)EH
o Joint activities
e &g
Wider community o CSR initiatives

BEZMAMEE CEHEETEY
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ABOUT THE REPORT (continued) BRARE (8)

Materiality Assessment EEMTML

The Group has summarised the internal and external  AEBEBLRNIRINBFTZLER W5
assessment results and identified these material ESG topics: HUTIRE e hERERHE:

e B7: Anti-corruption e B7:RES

e B8: Community Investments e B:MEIE

e B6: Product responsibility e Bo:EmMAME

e B1: Employment e Bl1:[ERE

e B4: Labour Standards o B4 :HTXA|

e B3: Development and Training o B3:EEKETI

The following distribution map exhibits the importance of the W TOMBERE RAEEEEE MFMHEH
key ESG issues as considered by the management and the FEBRE HEeNEAZEETEMMIEZ

stakeholders of the Group. aTAZ o
T Sm 5
k=] ol
3 O
ey
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5 4
5% B2
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EX
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© =
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Not relevant Crucial
T HEE ra%E
Internal Assessment (impact on business)
NERTZ (HEBOZE)
. Al: Emissions B1: Employment B5: Supply Chain Management
HER) = HrEsEE
A2: Use of Resources B2: Health and Safety ‘ B6: Product Responsibility
EREA fEREL e EmERE
A3: The Environment and B3: Development and Training ‘ B7: Anti—c_orruption
Natural Resources B RIE R&E=s
RIERAAER
- Labour Standards B8: Commynity Investment
Py HERE
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ENVIRONMENT
Environmental Policy REBBR

BB2EAROF S KRBT

o Seek to reduce the environmental impact of our operations o

through different schemes to reduce energy and day-to- NORE R & ER BRI e
day operational inputs consumption, to re-use materials WA IRIBERNZE WP ITH
where practicable, and to collect and separate appropriate EATEAYE  WEMETEE H
materials for recycling. HLABREA-

e Go paperless where feasible. e HATHIBATEREMRL-
e Comply with relevant environmental legislation and e iﬁ(jjig—ﬂl‘ﬁ B IR S5 AR A IR AR 15
regulations and strive to go beyond them. BHBBETRE-

XA EARIRE LS

o Support the environmental initiatives of the communities o

where we operate.

Environmental Pledges and Activities during the Period

Programme
HH

Label/Pledge
B R

Organiser

B2 2

HAERBRENERSRED

Date/Period
B, H A

Let's Save 10L Water
Campaign
75 AR K+ A FHEED

Saying No to Shark Fin
A A

Energy Saving Charter &
4Ts Charter Schemes
EiBE XV B R 8 RATSH &
u-l-gl

Green Office Awards
Labelling Scheme

meERNEREE S

Mooncake Sharing and
Project Green Moon
Programme 2018

At FRRPIRAHR
B 5 &

Commitment Certificate

g

Iml}
]JII

o

1:u|

No Shark Fin Corporate
Pledge
M AP b AGE

Energy Saving Charter
2018 and 4Ts Charter
BRREA Z 2018 M 4TsH) =

Green Office Awards and
Eco-Healthy Workplace
labels
HeERmAERER
TERIR

Staff participation

W

i

~

Il

1T %

\

Water Supplies
Department

IKHGE

WWF
WREAEEE
Environment Bureau

RER

World Green Organisation

1 SR AR & 4E A

Green Power and Food

Angel

RENERRESE

Since September 2017
H2017F9 A%

Since October 2017

201710 A M
June 2018 — May 2019

2018F6H - 201945 H

1 year from Autumn 2018

2018 ERG - REI—F

September — October 2018

2018F9H - 10A
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B -ERELWE

ENVIRONMENT (continued)

Since most of our business activities are carried out inside
the office, in particular within our corporate headquarters,
we have adopted a number of green best practices based on
the World Green Organisation’s (“WGO") guidelines under
the Green Office Awards Labelling Scheme (“GOALS"). Such
practices include energy saving, reduced resources usage
and support of recycling. Having demonstrated sufficient
achievements in green workplace practices after a green audit,
we have been awarded Green Office Awards and Eco-Healthy
Workplace labels. Most importantly, these green practices are
straightforward and easy to follow, and are therefore helpful in
instilling a behavioural change within our workplace.

A1. Emissions

The Group is a non-production company principally engaged
in trading, maintenance and customer service activities, which
do not have material impact on the environment. Our business
operations do not produce hazardous waste and do not rely
heavily on energy consumption or water resources.

The Group owns only one company passenger car in Hong
Kong, with a low level of direct emission recorded during the
year. NOx, SOx and particulate matter emissions from this
source were all close to zero tonne.

Indirect emissions of greenhouse gases by the Group were
mainly contributed by the consumption of purchased electricity
at our corporate headquarters and 3 offices in Hong Kong.
Under the Energy Saving Charter 2018 scheme, we maintained
an average indoor temperature between 24-26°C during the
summer months of June to September in 2018; switched off
electrical appliances and systems when not in use; procured
energy-efficient electrical appliances and systems; and
engaged staff to adopt energy saving practices.

Another source of indirect emission was from paper usage in
offices, while non-hazardous waste was mainly produced in
the form of paper waste and toner cartridges. Waste paper
is separated from other kinds of wastes and is collected for
recycling. Recognising the indirect greenhouse gas emissions
from business air travel by employees, the Group encourages
employees to utilise instant messaging tools, video calls or
teleconferences where feasible.
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ENVIRONMENT (continued)

A1. Emissions (continued)

B EREAHRE

RIE (&)
A1, BB (&)

Sources of Greenhouse Gas Emission 20177 2018
BEREHERRE —E—tH —E-N\F
Scope 1: EE1 -
Direct emission BEEHER

— Unleaded petrol consumed by —SEREBFRAEMER

Group-owned passenger car O : 10.4 tonneslE 11.4 tonnesli

Scope 2: EE2 :
Energy indirect emission RE R R B HE R

— Purchased electricity —-BEEE 149.2 tonnesl# 155.2 tonneslif
Total annual carbon dioxide FE-SHk

equivalent greenhouse gas EEHRY

emission 159.6 tonnesl  166.6 tonneslif
Non-hazardous Waste 2017° 2018
FEEEY —E— —E-N\E
Waste to landfills: EEPRHER
Toner cartridges B B NAZiE 2 piecesfF
Collected for recycling: Bl ETEIR B 4
Paper waste & 4K NATER 2.1 tonnesl

Note:

Fifat -

1. Office remodelling planning and works were ongoing in 2017 1. RIZE—T+FRETHAETRERILT

during which staff members were working at temporary 2CHARSE TR T/EMITIE thise
workstations. The Group was therefore unable to accurately B R REEREAC SR BR N FTFE A M AR ok e Ho A
record the use of paper and other non-hazardous waste during MEEEEEY-

this period.

- N\FERH
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B -ERELWE

ENVIRONMENT (continued)

A2. Use of Resources

The Group’s headquarters was designed to maximise the
admission of natural daylight in order to reduce energy for
office lighting. Environmental impact was also minimised
through responsible sourcing. Eco-friendly materials
were selected where feasible for the headquarters, and
formaldehyde-free fixtures were used. During the remodelling
process in 2017, old furniture was retained as much as
possible, or donated to respective social groups for re-use.
Electrical appliances with Grade 1 energy labels and LED lights
were purchased.

As a practice, our office lights, computers and most electrical
appliances are switched off when not in use. In addition,
automatic lighting control is in place to switch lighting off
in common areas after office hours. Also as a principle, the
Group goes paperless where feasible and re-uses materials
as much as practicable. Waste separation facilities for paper,
plastic and metal are installed in the headquarters to support
recycling. In view of the Group’s business nature, there is no
significant raw material being used in operations. For the
trading segment, the goods are pre-packed by the suppliers
and the Group does not add further packaging during the
shipment process. Packaging materials usage is therefore
regarded as immaterial.

In terms of water consumption, the Group’'s corporate
headquarters in Hong Kong does not have independent
fresh water accounts with the Water Supplies Department,
and we are therefore unable to obtain water consumption
information. According to the latest sustainability report of
the management company of the Group’s headquarters,
the company aims to be resource-efficient and ecologically
sustainable and achieved a 1.6% year-on-year reduction
in greenhouse gas emissions in 2017. It also stated in its
report that it had implemented a number of water efficiency
initiatives including recycling wastewater for landscaping and
outdoor cleaning purposes.

Guoan |
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ENVIRONMENT (continued)

A2. Use of Resources (continued)

B EREAHRE

BT (&)
A2. ERMEMA (&)

Energy Consumption Sources 2017 2018
BE R ¥ B 3R —E —E-N\F
Electricity EsW)) 232,213 kWh 238,255 kWh

TR TR
Petrol H 4,411.1 litresF 4,825.6 litres7t

A3. The Environment and Natural Resources

As a non-production company, the Group’s business activities
are mainly conducted inside offices. The Board therefore
considers that our operations do not have a major impact on
the environment and natural resources. As discussed in the
above sections, we have adopted an Environmental Policy and
various green practices to help reduce the carbon footprint of
our office activities.

However, we are mindful of the indirect impact of our
trading business. We therefore incorporate environmental
considerations in the process of selecting products, suppliers
and logistics services providers. We also strive to ensure that
the Group complies with relevant laws and regulations on
environmental protection in Hong Kong.

SOCIAL
CSR Activities during the Period

The Group is delighted to have renewed the Caring Company
2018/19 logo from the Hong Kong Council of Social Service
in recognition of our commitment to CSR and collaboration
with several social agencies. The Caring Company scheme is
a widely recognised CSR programme in Hong Kong aiming at
building strategic partnerships among businesses and non-
profit organisations to create a more cohesive society. Through
cross-sectoral activities and exchanges, the two sectors can
get to know and understand each other and develop projects
matching with community needs.

We have also received the Corporate Citizenship logo
from Hong Kong Productivity Council for our notable CSR
performance and volunteer work.
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SOCIAL (continued) HE#)
Social and Employee Related Pledges during the HAERLENETHENE
Period
Programme Label/Pledge Organiser Date/Period
HE B, R EX 3 ¥ A HA R
The 9th Hong Kong Corporate Citizenship Hong Kong Productivity December 2018 —
Corporate Citizenship logo (Enterprise Category) Council and Committee December 2019
Program on the Promotion of Civic
Education
FENEBBLELARGE CEAREFER (bXF BELENREBRAR 2018F128 -
A5l) HEZES® 20194124
Happiness at Work Happy Company label Promoting Happiness January — December 2019
Promotional Scheme Index Foundation and
2018 Hong Kong Productivity
Council
B0 TYEfIHEET 212018 BB EERE ERRARLIEHE SR 2019F1H - 128
BEREEENRER

Jockey Club Age-Friendly City Partnership Scheme  The Hong Kong Jockey
City Partnership Scheme  sticker Club
ERGREUT-T2He [RH-REAZIRR FEESS
RERE|GE

Caring Company Scheme Caring Company logo The Hong Kong Council of
2018/2019 Social Service
R RAES 201819 RRAEFSE BFELSREHS

Guoan International Limite

June 2018 — May 2019

2018%6H - 201945 A

December 2018 -
December 2019
2018 12H -
20195124
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SOCIAL (continued)
B1. Employment
Employment Policy

e Adhere to equal opportunity principles in the recruitment,
selection, compensation, training, appraisal and career
advancement of staff.

o Hire and promote staff members based on objective
criteria, individual performance and merit.

o Prohibit any form of forced labour and adhere to
the minimum age provisions of applicable laws and
regulations.

Workplace Quality Policy

e Aim to offer a welcoming and positive work environment
in which members of staff are treated with respect and
dignity.

o Promote inclusivity and equality in the workplace.

o Maintain a work environment that is free from
discrimination on the basis of sex, disability, family status,
race or religion. Discriminatory behaviour or harassment
will not be tolerated.

In addition to full compliance with the Employment Ordinance
in Hong Kong, the Group has in place a set of open and fair
employment policies to guide its human resources activities.
This policy covers compensation, dismissal, recruitment,
promotion, working hours, conditions and welfare of
employees. Other benefits include entitlements to the
Group’s medical insurance scheme and special casual leave
arrangements, offered to eligible employees in accordance
with length of service, seniority and job nature. The Group
also ensures equal opportunity for all employees and diversity.
Discriminatory behaviour towards any employee or in
treatment of staff matters is strictly prohibited.

B EREAHRE
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B ERELIHE

SOCIAL (continued)

B1. Employment (continued)

Our fair employment policy and employee-friendly practices
have earned us recognitions as a Jockey Club Age-friendly City
Partner and a Happy Company.

At 31 December 2018, the Group employed a work force of
117 (2017: 125). The Group maintains a generally diversified
combination of employees which provides a balanced mix of
skills, experience and job knowledge to support its different
operational requirements. The staff turnover and combination
have remained broadly stable.

B2. Health and Safety
Health and Safety Policy

o Operate in full compliance with relevant occupational
health and safety legislation.

o Provide and maintain a healthy and safe work environment
and strive to prevent workplace accidents.

The Group is committed to maintaining a healthy and safe
workplace for employees, and observes all the requirements
under the Occupational Safety and Health Ordinance of Hong
Kong.

B3. Development and Training

Staff are encouraged to receive training in their respective
professional fields and are provided with paid leave for
attending relevant programmes or public examinations during
office hours. Senior management members attended sessions
three times during the period to update them on corporate
governance issues and the latest audit requirements.

B4. Labour Standards

The Group complies strictly with Employment of Children and
Employment of Young Persons (Industry) Regulations made
under the Employment Ordinance in Hong Kong, including
prohibiting child or forced labour for any position. There was
no legal case brought against the Group or its employees for
violation of relevant labour laws or regulations during the
period.
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SOCIAL (continued)

B5. Supply Chain Management

The Group had one major supplier for its telecommunications
trading and repair services business. According to this
supplier’s published sustainability report of 2018, it fully
endorses the UN Sustainable Development Goals (“UN SDGs")
that aim to achieve a balanced development of economy,
society and environment through business’ engagement and
value creation. In alignment with the UN SDGs, the Supplier
reported that it had taken steps to manage water resource
risks in the workplace and monitor the quality of the effluent;
researched technology that reduces energy use and adopted
such technology for its products; implemented energy use
reduction projects at overseas subsidiaries; adopted an eco-
design process and in-house eco product rating system in the
product development phase; operated a programme to recover
and recycle waste products; reduced greenhouse gas emissions
in the workplace and increased the use of renewable energy;
implemented pilot climate change adaptation projects with
an academic institute; and developed biodiversity preservation
guidelines and identified and improved its impact on the
aquatic ecosystem and the habitats of endangered species.

The Group also had a few major suppliers for its fine wines
trading and wholesaling business. The Group mainly deals with
the trading of French wines. While the Board is aware of the
potential impact of the wine production life cycle, it takes note
of a new guide published by the French Ministry of Agriculture
to establish an ecological approach to agricultural production
for the wine industry. This guide aims to help French wine
makers reduce environmental damage, allowing them to offer
wines to consumers that come from wineries of environmental
value by respecting and preserving biodiversity, developing bio-
control measures, guaranteeing better water management,
and in using plant material in a way that is better adapted to
agroecology. As a policy, we work with reputable wine traders
and incorporate sustainability considerations in our trading
operations.
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SOCIAL (continued)
B6. Product Responsibility
Responsible Product and Supply Chain Policy

o Continuously improve the quality of our products and
services.

o Safeguard the health and safety of customers, and protect
customer privacy and consumer rights in accordance with
applicable legislation.

e Committed to the protection of intellectual property.

o Ensure fair and reasonable treatment of suppliers and
service providers in the procurement process.

For the trading segment, there had not been any product
recalls for safety or health reasons during the period. The
supplier of mobile phones provides a warranty on the products
it supplies to the Group for distribution. Generally the warranty
provided by the supplier covers one year but certain warranty
terms apply. The supplier also adopts strict quality control
procedures on its products. The wine suppliers are responsible
for ensuring appropriate temperature and humidity conditions
of the storage and during the transportation of the wine
products.

The repair services segment recorded 1-2 incidents of customer
complaints per day, which were resolved with the provision of
further repair services. The services segment generally offers 30
days of warranty for repaired devices.

The Group observes the Codes of Practice issued by the
Office of the Privacy Commission for Personal Data. The
repair services segment has in place a system to erase and
separately store all data on customers’ mobile phones prior to
maintenance, and erase such data from the Group's system
after restoring them on customers’ mobile phones. There had
not been any reported case of data or privacy infringement
during the period.

Guoan |
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SOCIAL (continued)
B7. Anti-corruption
Governance Policy

o Maintain a strong commitment to conducting business o

ethically.

o Adopt good corporate governance practices.

o Employees are prohibited from soliciting, accepting or o
offering advantages when dealing with the Group's

business.

o Operate in full compliance with all regulatory reporting o

requirements for monetary transactions.

The Group complies with the Sample Code of Conduct by the
Independent Commission Against Corruption for the private
sector. There had not been any legal case regarding corrupt

HEgE)
B7. RES
ERBE

EHBTEERER

s RMRMMBEEEIRERTH-

practices brought against the Group or its employees during

the period.

B8. Community Investment

Social and Employee Related Activities during the

Bg. #ERE
HRSHEMERETHBTEE

ETEAERZE BRERERIR &
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EERe

AEBETRRIAZERLERBEIT T 217
AT AL BT B AN RE R EE
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Period

Programme Group'’s Participation Organiser Date/Period
" E EE2H B B R
Dress Red For Staff participation in fund Children’s Thalassaemia 25 May 2018
Thalassaemia raising Foundation

WEESLKA BT2HEERX WHEEMRERLS 20184 5H25H

Mooncakes for Charity
2018

N A #2018
Recreational Activity for
the Elderly
RERLEH

Dress Casual Day 2018
NEEERA2018

Raleigh Challenge —
Wilson Trail

ENBEERLE

Staff engagement and
donation
RBEIRAEREE

Staff volunteering and
donation

BET2BEEBITIELBRE

Staff participation in fund
raising
BETIsmED

ESP N

Staff volunteering,
donation and venue
sponsorship
ET2HEHTIE BB
K35 & B)

The Community Chest
YNk

Good Neighbour Network
(Tin Shui Wai)
RKEE S

The Community Chest
YN

Raleigh Hong Kong

ENEE (FE)

September 2018
201859 H

29 August 2018
2018%8H29H

11 October 2018
20185 10A411H

17 September 2018 and
13 October 2018

20185 9R17H &
2018 10H13H
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SOCIAL (continued)
B8. Community Investment (continued)

Social and Employee Related Activities during the
Period (continued)

Through staff volunteering, donations and venue sponsorships,
the Group has supported a range of meaningful causes,
including youth empowerment, and care for the elderly,
patients and persons with severe disabilities. In addition to
staff's volunteering services for a range of activities, the Group
also made charitable donations in Hong Kong and supported
staff members to contribute to different causes through
participation in special fundraising events.

Guoan International Limited A
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The biographical details of each Director are set out below:

Mr. HUANG Zhen Qian (“Mr. HUANG")

Mr. HUANG, aged 58, was appointed as Executive Director
on 11 March 2016. He is an experienced businessman in the
People’s Republic of China (“PRC"). During the period from
October 2000 to March 2015, Mr. HUANG worked in 1 {=#3
WHEBRATFEIS AT (CITIC Networks Limited — Shenzhen
Branch*), a wholly-owned subsidiary under R Bz EE
R 2 "] (CITIC Group Corporation*), in the capacity of general
manager and was responsible for managing the operation
of its Shenzhen Branch including budgeting, development,
operations and strategies in the region of southern and
eastern Guangdong as well as liaising with corresponding
governmental departments. On 19 December 2018, Mr.
HUANG was appointed as a director of Guoan (HK) Holdings
Limited, the immediate holding company of Road Shine
Developments Limited, the controlling shareholder of the
Company. Mr. HUANG is responsible for the Group’s corporate
and business development strategies.

Mr. SO Haw Herman (“Mr. SO")

Mr. SO, aged 36, was appointed as Executive Director on
3 February 2016. He is a holder of a Master Degree of
Business Administration at the Hong Kong University of
Science and Technology. Mr. SO has experiences in banking
services, commercial and residential real estate investment
and development, developments and operations in
information technology, mergers and acquisitions and general
management. Mr. SO had worked in banking and private
business group in various industries. Before joining the Group,
Mr. SO was an executive director of another Hong Kong Stock
Exchange listed company. Mr. SO has been designated to lead
the work of the environmental, social and governance working

group.

*  For identification purpose only
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Mr. DU Jun (“Mr. DU")

Mr. DU, aged 50, was appointed as Non-executive Director on
11 March 2016. He graduated from Shaanxi College of Finance
and Economics with a Master Degree of Economics. He was
an engineer in the early years, and until 1996 he joined Beijing
Securities Limited and has become very experienced in the
finance industry over the years.

In 2005, Mr. DU joined CITIC Guoan Group and became the
capital operation manager in 2006. In 2015, he was appointed
the deputy general manager of CITIC Guoan Group, mainly
responsible for capital operation and fund management. He
is also a director or a member of the senior management of
the subsidiary companies of CITIC Guoan Group managing
investment, elderly services and winery business. Mr. DU
oversees the Group’s corporate governance, and guides the
sustainability development of the Group.

Mr. LI Xiang Yu (“Mr. LI")

Mr. LI, aged 51, was appointed as Non-executive Director
on 11 March 2016. He graduated from Renmin University of
China with Bachelor Degree of Economics. In 1995, he got the
qualification of Senior Accountant in Beijing and has been very
experienced in the finance industry for years.

Mr. LI joined CITIC Guoan Group in 2000 and became the
deputy manager and manager in finance department in
2002 and 2007 respectively. In 2015, he became the deputy
general manager of CITIC Guoan Group, mainly responsible for
finance management etc. He is also a director of the subsidiary
companies of CITIC Guoan Group managing technology, asset
management, travel investment and hotel businesses.

*  For identification purpose only
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Mr. CUI Ming Hong (“Mr. CUI")

Mr. CUI, aged 54, was appointed as Non-executive Director on
11 March 2016. He got his professional qualification of Physics
and graduated in the Capital Normal University (ex-Beijing
Normal College).

In 1998, Mr. CUI joined CITIC Guoan Group and became
the deputy manager and manager in integrated planning
department in 1999 and 2007 respectively. In 2015, he
became the deputy general manager of CITIC Guoan Group,
mainly responsible for business strategic planning and project
management etc.

Mr. CUI is also a director of the subsidiary companies of
CITIC Guoan Group managing properties investment, asset
management and winery businesses.

Ms. BAI Wei (“Ms. BAI")

Ms. BAI, aged 36, was appointed as Non-executive Director
on 23 August 2018. Ms. BAI graduated from the University
of Leicester of the United Kingdom with a Bachelor Degree of
Marketing and is also a holder of Master Degree of Science.
She was an executive manager of an advertisement company
in the early years.

In 2009, Ms. BAI joined the capital operation department of
CITIC Guoan Group. In 2016, she was promoted as deputy
manager of capital operation department, mainly responsible
for capital operation, fund management and overseas
investment management. She is also a director or a supervisor
of the senior management of a number of the subsidiary
companies of CITIC Guoan Group.
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Mr. WONG Chun Man (“"Mr. WONG")

Mr. WONG, aged 43, was appointed as Independent Non-
executive Director on 11 March 2016. Mr. WONG is a holder
of a Bachelor Degree of Business Administration at the Chinese
University of Hong Kong. Mr. WONG has experiences in
corporate finance and financial media. Mr. WONG is a member
of the American Institute of Certified Public Accountants and
Chartered Financial Analyst of the CFA Institute. Mr. WONG
worked as a senior auditor at PricewaterhouseCoopers Hong
Kong from 1999 to 2001. Mr. WONG is the managing partner
of Share News Media Company Limited and of Share New
Asset Services Limited. He is also a managing director of Inner
Mongolia Overseas Friendship Association ( NS & /8 9NEt zE
&) since 2018.

Mr. TSE Yung Hoi (“Mr. TSE")

Mr. TSE, aged 66, was appointed as Independent Non-
executive Director on 11 March 2016. Mr. TSE graduated from
English studies from the Department of Foreign Languages
and Literatures of Fudan University in July 1975. He is currently
the Chairman and Non-executive Director of BOCI-Prudential
Asset Management Limited. Mr. TSE serves as member of
Election Affairs Commission (Financial Services), Standing
Committee Member of the Chinese General Chamber of
Commerce and Permanent Honorary President of Hong Kong
Chinese Securities Association. Mr. TSE is also the independent
non-executive director of HJ Capital (International) Holdings
Company Limited (stock code: 982), BOCOM International
Holdings Company Limited (stock code: 3329), DTXC Silk Road
Investment Holdings Company Limited (stock code: 620), Vico
International Holdings Limited (stock code: 1621), China Tower
Corporation Limited (stock code: 788), Banco Well Link, S.A.
and Shenzhen Qianhai Financial Holdings Company Limited.
Mr. TSE was awarded the Bronze Bauhinia Star (BBS) by the
Government of HKSAR in 2013.
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Mr. NG Man Kung (“Mr. NG")

Mr. NG, aged 67, was appointed as Independent Non-
executive Director on 11 March 2016. Mr. NG graduated
from Hong Kong Polytechnic University with an attendance
certificate in banking. Mr. NG has over 28 years of
management experience in banking industry. He was
appointed as the managing director and general manager
of Chiyu Banking Corporation Limited in 1992 and was its
vice-chairman and chief executive from 2001 to 2012. He
had worked as a business consultant at China Orient Asset
Management (International) Holding Limited, a company
principally engaged in investment from January 2014 to April
2015. Mr. NG was a non-executive director of Roma Group
Limited (stock code: 8072) from 24 August to 18 December
2017. Mr. NG was a member of the Council of Hong Kong
Polytechnic University from 1999 to 2003 and a member of
the Fujian Province Committee of the Chinese People’s Political
Consultative Conference (RFBIARBAHEERZBEEZ
BEgZ8)from 1993 to 2013. Mr. NG is an independent
non-executive director of Fujian Holdings Limited (stock code:
181), ELL Environmental Holdings Limited (stock code: 1395),
HKBridge Financial Holdings Limited (formerly known as China
HKBridge Holdings Limited) (stock code: 2323) and Shanghai
Zendai Property Limited (stock code: 755). On 31 March 2018,
Mr. NG was appointed as the Chairman of the Supervisor
Board of Well Link Bank in Macau.
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REPORT OF THE DIRECTORS
ESERE

The Directors submit their report together with the audited
financial statements of the Company and the Group for the
year ended 31 December 2018.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
The principal activities of the principal subsidiaries of the
Company are set out in Note 16 to the consolidated financial
statements.

BUSINESS REVIEW

An analysis of the Group’s performance for the year ended 31
December 2018 by business and geographical segments is set
out in Note 6 to the consolidated financial statements.

A fair review of the Group’s business, including the principal
risks and uncertainties facing the Group, the important events
affecting the Group that have occurred after 31 December
2018 and the likely future development, is set out in the
sections headed “Chairman’s Statement” on pages 5 to 7 and
“Management Discussion and Analysis” on pages 8 to 15.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2018
are set out in the consolidated statement of profit or loss and
other comprehensive income on page 67.

The Directors resolved not to make any payment of an interim
dividend (2017: HK$Nil) and do not recommend the payment of
a final dividend (2017: HK$Nil) for the year ended 31 December
2018.

RESERVES

Movements in the reserves of the Group and the Company
during the year ended 31 December 2018 are set out in the
consolidated statement of changes in equity on pages 71
to 72 and Note 36 to the consolidated financial statements
respectively.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of
the Group during the year ended 31 December 2018 are set
out in Note 15 to the consolidated financial statements.
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REPORT OF THE DIRECTORS

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

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

BANK BORROWINGS

Details of the bank borrowings of the Group at 31 December
2018 are set out in Note 27 to the consolidated financial
statements.

DIRECTORS

The Directors who held office during the year ended 31
December 2018 and up to the date of this report are as
follows:

Executive Directors:

Mr. HUANG Zhen Qian
Mr. SO Haw Herman

Non-executive Directors:

Mr. DU Jun (Chairman)

Mr. LI Xiang Yu

Mr. CUI Ming Hong

Ms. BAI Wei (appointed on 23 August 2018)

Mr. YANG Li Ming (resigned on 23 August 2018)

Independent Non-executive Directors:
Mr. WONG Chun Man

Mr. TSE Yung Hoi
Mr. NG Man Kung

In accordance with Article 116 of the Articles of Association
of the Company, Mr. HUANG Zhen Qian, Mr. SO Haw
Herman and Mr. NG Man Kung shall retire by rotation at the
forthcoming annual general meeting and, being eligible, offer
themselves for re-election.

BIOGRAPHICAL DETAILS OF DIRECTORS

Brief biographical details of the Directors are set out on pages
47 to 51.

DISTRIBUTABLE RESERVES

Details of distributable reserves of the Company at 31
December 2018 are set out in Note 36 to the consolidated
financial statements.

EFEHRS

BE HEIEEIAQT LHRESF

AAFRREAHBATRBE-F—/\
FH-A=t-ALFEBMEE &
5B A5 2 AIE (] LR 5

RITIEE
AEBR-T—\F+-A=+—AZR
TE B BN A B | A M 27 -

=
REE-ZT—)\F+ZA=+—HLFE
ANREEZEARENEZBEETZESN
T~

BTES:
=R T AL
BELE

FHTES:

HEXE (XEFE)

FRHLLE

ERREE

At (R—F-\ENAT=REZD)
B AKE (R=F— \F\A+=HEHT)

BYFHTES:
FEXEE
WBERE
RXHEE

RIBANBIABERMAE 605 FIRGF
A BB E R R AR ETT
ZBEEAFRE tRERT ETEER
FRIE#E (T -

EEZEE
EEVBEEFBHNFLIIENA -

CIR:: 3R

ARAR - E—NF+_A=+—82ZA
H oK EFEF BN E RS KA
36 °

- )\FER




REPORT OF THE DIRECTORS
ESERE

FIVE-YEAR 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 180.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors who are proposed for re-election at
the forthcoming annual general meeting have a service
contract with Company or any of its subsidiaries which is
not determinable by the employing company within one
year without payment of compensation, other than statutory
compensation.

CONNECTED TRANSACTIONS

Save as disclosed, no transactions were entered into by the
Group during the year ended 31 December 2018, which
constitute connected transactions under the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”).

DIRECTORS’ INTERESTS IN CONTRACTS

Saved as disclosed in Note 31 to the consolidated financial
statements, no Directors had material beneficial interests,
either directly or indirectly, in any contract of significance to
the business of the Group to which the Company, its holding
company or any of its subsidiaries was a party at any time
during the year ended 31 December 2018.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the year ended 31 December 2018, no Director had
been recorded as having interests in any business which
competes or is likely to compete, either directly or indirectly,
with the business of the Group.

PERMITTED INDEMNITY PROVISIONS

The Company has put in place appropriate insurance cover in
respect of Directors’ liability.
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REPORT OF THE DIRECTORS

DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

At 31 December 2018, none of the Directors or chief executive
of the Company had any interests or short position in the
shares, underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of Part XV
of the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong) (the “SFO")) as recorded in the register
required to be kept by the Company pursuant to section 352
of the SFO, or were required to be notified to the Company
and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies.

INTERESTS OF SUBSTANTIAL SHAREHOLDERS
AND OTHER PERSONS DISCLOSEABLE UNDER
THE SECURITIES AND FUTURES ORDINANCE

At 31 December 2018, the register of substantial shareholders
maintained under section 336 of the SFO shows that the
following company (not being Directors or chief executive of
the Company) had long positions of 5% or more in the shares
of the Company which fall to be disclosed to the Company
under Divisions 2 and 3 of Part XV of the SFO:

Name of shareholder Capacity

KR & 5%
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Beneficial owner

BEHmBEAA

Road Shine Developments Limited

Guoan (HK) Holdings Limited (Note) Interest of controlled
corporation
Bz (B8)ERERAE (M) XEHDEERR
Interest of
controlled corporation

RS AEE S

PEEZEEFRAA
(CITIC Guoan Group*) (Note)
REBRZEEER DR (M)

Note: Road Shine Developments Limited is held as to 100% by Guoan
(HK) Holdings Limited, which in turn is held as to 100% by
CITIC Guoan Group*. Under the SFO, each of Guoan (HK)
Holdings Limited and CITIC Guoan Group* is deemed to be
interested in all the shares held by Road Shine Developments
Limited.

*  For identification purpose only
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INTERESTS OF SUBSTANTIAL SHAREHOLDERS
AND OTHER PERSONS DISCLOSEABLE UNDER
THE SECURITIES AND FUTURES ORDINANCE

(continued)

Save as disclosed above, no other person was recorded in the
register required to be kept under section 336 of the SFO as
having an interest or short position in the shares or underlying
shares of the Company as at 31 December 2018.

SHARE OPTION SCHEME

On 5 March 2015, a share option scheme (the “Option
Scheme”) was adopted by the shareholders of the Company.
No share option has been granted under the Option Scheme
since its adoption.

MANAGEMENT CONTRACTS

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

MAJOR CUSTOMERS AND SUPPLIERS

The percentages of purchases and sales for the year ended 31
December 2018 attributable to the Group’s major suppliers
and customers are as follows:—
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Percentage

of the total
purchases/sales
accounted for

FEBE
HERSE
Bt
Purchases e
— the largest supplier — B ANHER 41.7%
— five largest suppliers combined —hARHEEERE 87%
Sales SHE R
— the largest customer —mAEP 33.8%
— five largest customer combined — AP HEE 79.5%

None of the Directors, their close associates or any shareholder
(which to the knowledge of the Directors owns more than 5%
of the Company’s issued share capital) had an interest in the
five largest suppliers or customers of the Group noted above.

Guoan International Limite

BEESR HBMBEAREFARR (BEEMR
HMEARRNADEITRAS%IA L) R L
MAEBRAHEERET, 2




REPORT OF THE DIRECTORS

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Articles of Association although there are no
restrictions against such rights under the laws of the Cayman
Islands.

PENSION SCHEME

On 1 December 2000, the Group set up a Mandatory Provident
Fund Scheme (the “MPF Scheme”) in association with the
Mandatory Provident Fund Schemes Ordinance (Chapter 485
of the Laws of Hong Kong) (the “MPF Ordinance”). The assets
of the MPF Scheme are held separately from those of the
Group and are under the control of an independent trustee.

The Group and its employees are each required to make a
mandatory contribution of 5% of the employees’ relevant
income to the MPF Scheme, subject to a maximum
contribution of HK$1,500 per month during the year ended
31 December 2018 as prescribed by the MPF Ordinance.
Members are entitled to 100% of the employer’s mandatory
contributions as soon as they are paid to the MPF Scheme but
all benefits derived from the mandatory contributions must be
preserved until an employee reaches the retirement age of 65
or in accordance with the rules of MPF Scheme.

In addition to the mandatory contributions, the Group made
voluntary contributions for certain employees during the year
ended 31 December 2018. In any event, the total monthly
contributions made by the Group to an employee are capped
at 5% of the relevant employee’s relevant income.

PUBLIC FLOAT

Based on information publicly available to the Company and
within the knowledge of the Directors at the date of this
report, the Company has maintained the prescribed public
float under the Listing Rules.

AUDITORS

HLB Hodgson Impey Cheng Limited will retire at the
forthcoming annual general meeting of the Company and a
resolution for their re-appointment as auditors of the Company
will be proposed at the said meeting.

On behalf of the Board
DU Jun
Chairman

Hong Kong, 26 March 2019
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HL

TO THE SHAREHOLDERS OF
GUOAN INTERNATIONAL LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements
of Guoan International Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set
out on pages 67 to 179, which comprise the consolidated
statement of financial position as at 31 December 2018,
and the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes
in equity and the consolidated statement of cash flows for
the year then ended 31 December 2018, and notes to the
consolidated financial statements, including a summary of
significant accounting policies.

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

BT ot EH A R L A
Hodgson Impey Cheng Limited

31/F, Gloucester Tower

The Landmark

11 Pedder Street

Central

Hong Kong

BB

FIR

ETH115R%

B E%

HEELTITRE3E
HEREARERADERE

(RASEEFMK L BRLE])

ﬁ”anﬁﬁﬁﬂﬁﬁﬁn1mﬁﬁ§
RBERRA (fE“TJ)&EW%@ﬂ
(AI%M %IJ) mEUBmE  LEE
PBREBERZE—N\F+_A=1T—
BriZeaMBEMARERZE —_T—\F
T AT —HBULEFEBRACFEEER
Hth2HEKER GERaZBHRRES
Eﬁimugé‘:{ J,/(&Z Eﬁﬂ_&i&tmtﬂﬁﬁ EEIEP
BREIESHREME-

IS, t Ay A

EERE  RERAVBRECREETES
quEﬂi’“/\(f?/%aquEﬁi“A ) Mz BB
MG EER ([FEEVBHRELED])EE
mMAFHMRE SEEER_T—-N\F+=
R=T—B2Z2HBEaMBRAK_T—N\F
Jrfﬂ_ﬁL HIEFEZGEMBRRE R

EHRERE WEEBBEBLRIKEH 2
Tﬁ&%%ﬁﬁ"ﬁ'ﬁﬁﬁ%"



Independent Auditors’ Report

BASIS FOR OPINION

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

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion
on these matters.
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The key audit matter
BREREHE

Impairment assessment of trade receivables

B 5 BWEIR 2R ERFE

Refer to Notes 2, 3 and 21 to the consolidated
financial statements
BHRHRAMBERRME2 3%21

As at 31 December 2018, the Group had
gross trade receivables of approximately
HK$149,894,000 (2017: HK$143,419,000)
and provision for impairment of
approximately HK$139,290,000 (2017:
HK$139,305,000).

EEER - N\F+-A=+—RHEE
5 FE W I8 42 BE #£9149,894,000%8 7T (=&
— -t :143,419,000/8 70 ) R B BERELD
139,290,000 7T ( =& —+4 : 139,305,000
HBIT) o

How our audit addressed the key audit matter

EEHEBERTHEERSE

Our procedures in relation to management’s impairment
assessment of the trade receivables as at 31 December 2018
included:
BMBABEEEHR-_T—\F+_A=+—HNEZEK
KB REFEZIRFRE:

o Understanding and evaluating the key controls that the
Group has implemented to manage and monitor its
credit risk, and validating the control effectiveness on a
sample basis;

o THKINE EEECEEMROBERIESIER ATER
EREEERERR  WHARE L ZESSA

J Checking, on a sample basis, the ageing profile of
the trade receivables as at 31 December 2018 to
the underlying financial records and post year-end
settlements to bank receipts;

s HWEBBENR-TE-NF+T_A=+—BEMI B
N E ZRUCGRIEN Rk BN FEBRORITERR
AE W

J Inquiring of management for the status of each of
the material trade receivables past due as at year end
and corroborating explanations from management
with supporting evidence, such as performing
public search of credit profile of selected customers,
understanding on-going business relationship with the
customers based on trade records, checking historical
and subsequent settlement records of and other
correspondence with the customers; and

s HHAEHEEAEFTACANNSEEKNEZERFE
BN BEAREHETEFNERER RERXS
AHRTHREZFHFEURBRAR ZEEFPBENE
BREEDHEARERE P B HADERERE X FERS
EEEENERE: X



The key audit matter
BREZEE

Impairment assessment of trade receivables
(continued)

B 5 EWRRZMERE (&)

In general, the credit terms granted by
the Group to the customers. Management
performed periodic assessment on the
recoverability of the trade receivables and
the sufficiency of provision for impairment
based on information including credit
profile of different customers, ageing of
the trade receivables, historical settlement
records, subsequent settlement status,
expected timing and amount of realisation of
outstanding balances, and on-going trading
relationships with the relevant customers.
Management also considered forward-
looking information that may impact the
customers’ ability to repay the outstanding
balances in order to estimate the expected
credit losses for the impairment assessment.
mEms BEEERTEFNEEH-BERE
EREBEIRAZFNERBR &5 EWHKIA
BRRES - BEAE RS REAFENN FAH
RREIREZEEHRER EREEBAZTPH
SERXSBEREENEE S RKFIEN I
B RREREN TR IEETEDRTE-E
BENEEAIRTETFEERREREREE
N BT EER U EREFENFEDRE

BEEiE-

We focused on this area due to the
impairment assessment of trade receivables
under the expected credit losses model
involved the use of significant management
judgements and estimates.

BB I SBE BN RIBERBEEBHEE
NETHESRRFERENF RS RERE
NE IR E H o {5t e

How our audit addressed the key audit matter

EEHEBERTHEERSE

J Assessing the appropriateness of the expected credit
loss provisioning methodology, examining the key
data inputs on a sample basis to assess their accuracy
and completeness, and challenging the assumptions,
including both historical and forward-looking
information, used to determine the expected credit
losses.

e FMETEHGEEBEBRBHENERL HMEEEIER
ABBEFEHERE LSBT BRARETRRAEES
BHRE BRELRATELEER REEREE -

We found that the management judgment and estimates
used to assess the recoverability of the trade receivables and
determine the impairment provision to be supportable by
available evidence.
BABEREEERBUANHEZEEFEN A KOt REER
A] 15 38 15 S 45 B0 R0 (B B 4 E L B0 I T S (5t o



The key audit matter
BREREHE

Impairment assessment of inventories

R E

Refer to Notes 3 and 20 in the consolidated
financial statement
BHR2HRE MR E3IR20

As at 31 December 2018 the carrying
values of inventories was approximately
HK$34,566,000.
RZZE-—N\F+_A=+—B FENKEA
1B 49 7/334,566,000/# JT °

A provision for inventories is made by
the Group based on the current market
conditions, historical experience of selling
similar products and estimated net realisable
value of inventories. The impairment
assessment of inventories involved significant
management's estimates and judgements.
FERBIHIHAEBEREBEREGT N HER
PUERNBELREFENMG IR FE
EH -FERENEFIREREREN MG
Ko I Ef -

How our audit addressed the key audit matter

EEHEBERTHEERSE

Our procedures in relation to assessing the appropriateness
of the valuation of the inventories, included:

BEEHAFEHENEEENEEFBRE:

o Assessing the appropriateness of the methodologies
used by the management for the assessment of the net
realisable value of inventories;

s HEEEERRMEFENERFENTENEE ML

J Assessing, on a sample basis, whether items in ageing
report prepared by the management where classified
within the appropriate ageing bracket of comparing
items; and

e RBAYLHEMER MR EEERENEERE
AM|MER FREARESRKE D EEE N REKREHE
AES]

e  Testing, on a sample basis, the net realizable value of
selected inventory items, by comparing the subsequent
selling price to year end carrying amount.

s RBHIHEREERFRERE MEASMEFTER
BE A &R FE-

We consider the management conclusion to be consistent
with the available information.
EERREEEWRARGEN —H -



The directors are responsible for the other information. The
other information comprises the information included in
the annual report, but does not included the consolidated
financial statements and our auditors’ report thereon (“Other
Information”).

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

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

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

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

The Audit Committee is responsible for overseeing the Group's
financial reporting process.
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Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud
or error, and to issue an auditors’ report that includes our
opinion. We report our opinion solely to you, as a body, and
for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this
report. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance
with HKSAs will always detect a material misstatement when
it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated
financial statements.

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

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

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

o Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors.
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As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional skepticism
throughout the audit. We also: (continued)

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

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

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

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

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

ORVR A

AUDITORS’ RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

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

The engagement director on the audit resulting in this
independent auditors’ report is Ng Ka Wah.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Ng Ka Wah
Practising Certificate Number: P06417

Hong Kong, 26 March 2019

Guoan |
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

FERREEMZENRE

For the year ended 31 December 2018 #HZE-ZT— \F+-_A=+—HILFE

Fifteen
Year ended  months ended
31 December 31 December
2018 2017
Notes HK$'000 HK$'000
HEZ-Z- )\ HEZT—tF
+=A=+—-B +=BA=t+—H~
LFE ETAEA
fit 5t BETF T BT T
Revenue W g 7 109,712 116,026
Cost of sales HERA (86,630) (85,868)
Gross profit EH 23,082 30,158
Other revenue H A e a5 8 3,728 1,381
Other losses Hin &8 9 (2,402) -
Selling and distribution expenses HERDHX H (1,063) 3)
Administrative expenses THRZE (66,814) (76,552)
Other operating expenses Hith 88 ) (121) (659)
Finance costs IR DN 10 (251) (178)
Loss before taxation BREIATER 11 (43,841) (45,853)
Taxation HiE 12 4 (39)
Loss for the year/period FE/HRER (43,837) (45,892)
Other comprehensive (loss)/income  H#tt2®E (F#E) WA
Item that may be reclassified RETHEN 7 BZAFZ2ER
subsequently to profit or loss:
Exchange differences on translating BREBINERZER =5
foreign operations (21) 133
Other comprehensive (loss)/income for £E ‘HAHM2HE (FE)
the year/period, net of tax WA MBRBIE (21) 133
Total comprehensive loss for the year/ £E MR EFELAE
period (43,858) (45,759)




Consolidated Statement of Profit or Loss and Other Comprehensive Income

FERREEMZENRE

For the year ended 31 December 2018 #HZE-ZT—\F+-_A=+—HILFE

Fifteen

Year ended months ended

31 December 31 December

2018 2017

Notes HK$'000 HK$°000
Hz-Z2-)\F BE-ZT—LF
+=BA=+t—-H +=A=1+—H

HEE IF+REA

fit & BETFTT BT T
Loss for the year/period LTATEEEE HREE:
attributable to:
Owners of the Company A/NCIE ZDN (43,690) (45,892)
Non-controlling interests FERER (147) -
(43,837) (45,892)

Total comprehensive loss for the year/ W TATEEEE HAZHEHER

period attributable to: e
Owners of the Company A/NCIE ZDN (43,711) (45,759)
Non-controlling interests RS (147) -
(43,858) (45,759)
Loss per share attributable to owners ZAFEEAEBESRER
of the Company
Basic and diluted (HK cents) EARREE (B) 14 (0.56) (0.68)

The accompanying notes form an integral part of these Wi BRT BfT = 45 7S 43 BR 4% & B 765 R 2k &0 48 A 3T
consolidated financial statements. e

Guoan International Limite




Consolidated Statement of Financial Position
MBI AE

As at 31 December 2018 R=-Z— \F+-_A=+—H

2018 2017
—E-N\F —E—tF
Notes HK$°000 HK$'000

Ff EBETT BETT

Non-current assets RBEE
Property, plant and equipment LIRS & 15 312,863 322,763
Available-for-sale financial assets At ESREE 17 - 5,950
Financial assets at fair value through FiBE AR FETIEZ
profit or loss EREEE 18 14,550 -
Deposits for acquisition WERB AR ZIES
of subsidiaries 21,873 -
Loan and interest receivables ERERRAE 19 - 10,167
349,286 338,880
Current assets REBEE
Inventories FE 20 34,566 1,131
Trade receivables FEUE 5 R K 21 10,604 4,114
Prepayments, deposits AR IR Re K HA
and other receivables J& W IE 22 11,651 9,774
Loan and interest receivables FE UL E 3k K A B 19 13,043 -
Financial assets at fair value through #BEZE AR FETIEZ
profit or loss TREE 18 1,840 240
Tax recoverable Al Y = B I8 = 126
Pledged time deposits B E HEFER 23 5,159 5,084
Cash and bank balances e RiRITE 24 34,199 73,511
111,062 93,980
Current liabilities REAE
Trade payables ERE SRR 25 10,540 1,209
Accrued charges and other payables — FE&T 2 F3 K H b & 1+ 5008 26 52,663 43,904
Bank borrowings RITEE 27 34,500 4,500
Loan from the ultimate REER A RIER
holding company 28 3,556 3,602
101,259 53,215
Net current assets REBEERE 9,803 40,765

Total assets less current liabilities AEERABERE 359,089 379,645




Consolidated Statement of Financial Position

e MR ER

As at 31 December 2018 R-ZE—N\F+_A=+—H

2018 2017
—E-N\F —E—tF
Notes HK$'000 HK$'000
ft & BETF T BT T
Non-current liability FRBEE
Deferred tax liabilities REFIBEEE 29 604 552
Net assets EEFEE 358,485 379,093
Equity =
Capital and reserves attributable ZA2QFEBABEERRFE
to owners of the Company
Share capital AR A 30 77,489 77,489
Reserves {1 267,643 301,604
345,132 379,093
Non-controlling interests FEERER 13,353 -
Total equity RS 358,485 379,093

REMBREENR_Z-NAF=ZA=TRK
PEESSHEREETE Yh TIE
ERREFERE:

The consolidated financial statements were approved and
authorised for issue by the board of directors on 26 March
2019 and signed on its behalf by:

HUANG Zhen Qian SO Haw Herman
EiR® R
Executive Director Executive Director

HITEF HITEF

BEMM Z Rt TR A MG 2 — 87 -

The accompanying notes form an integral part of these
consolidated financial statements.




Consolidated Statement of Changes in Equity
SeERBDR

For the year ended 31 December 2018 #HZE—_ZT—\F+-_A=+—HILFE

Capital ~ Exchange Non-
Share Share Capital  redemption  difference  Accumulated controlling
Capital premium reserve reserve reserve losses Subtotal interests Total
R ROEE  EARE EAEEGRE EXZERE  EHEE Nt FBRES &t
HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$ 000 HK$'000
B&Fn  B¥Tn B¥Tr B¥Fr BEFn EEkFn BT BETn BT
(Note &) (Note b)
(Wita) (Hitb)
At 1 October 2016 RZE-~ETA-H 51,659 457,804 2450 160 5974 (520,118) 2,0m) - 2,0m)
Loss for the period BREE = = = - - (45,892) (45,892) - (45,892)
Other comprehensive income Ab2ERA
Item that may be reclassified LV Iy B v
subsequently to profit or loss: BE:
Exchange differences on translating B850 £H 2 EH 28
foreign operations - - - - 133 - 133 - 133
Total comprehensive incomeflloss) ~ HIRZEUA /A BERE
for the period - - - - 133 (45,892) (45,759) - (45,759)
Rights issue H#ik 25830 413,278 - - - - 439,108 - 439,108
Share issuance expenses BUELb - (12,185) - - - - (12,185) - (12,185)
At 31 December 2017 as RZE—tF+ZR
originally presented =t-AmEEes 7489 858897 2450 160 6107 (660100 379093 - 37909
Change in accounting policy SHURED = - - - - 9750 9,750 - 9,750
At 1 January 2018 as restated RZE-\§-H-A
&5 77,489 858,897 2450 160 6,107 (556,260) 388,843 - 388,843
Loss for the year BREE = = = - - (43,690) (43,690) (147) (43,837)
Other comprehensive income Et2ERA
Item that may be reclassified R Eis ke
subsequently to profit or loss: R
Exchange differences on translating A& E0EK 2/ ER 28
foreign operations - - = = 21) = 21 = 21)
Total comprehensive loss for the year ZFE2EFELES - - - - 21 (43,690) (@3,1) (147) (43,858)
Capital contrbution fromnon- ~— REMBAFFERER 2
controlling interests of a subsidiary =& - - - - - - - 13,500 13,500
At 31 December 2018 RZB-0§
+-A=t-H 771,489 858,897 2,450 160 6,086 (599,950) 345,132 13,353 358,485

=2 )\FER
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Consolidated Statement of Changes in Equity
SFeERBDR

For the year ended 31 December 2018 #HZE-ZT—\F+-_A=+—HILFE

Notes:

(a)

(b)

Guoan |

Capital redemption reserve

The capital redemption reserve represents the repurchase
of shares of the Company on The Stock Exchange of Hong
Kong Limited during the financial year of 30 September 2000.
These repurchased shares were cancelled upon repurchase
and, accordingly, the nominal value of the cancelled shares
was credited to capital redemption reserve and the aggregate
consideration paid was debited to the retained earnings and
share premium account.

Exchange difference reserve

Exchange differences arising from the translation of the net
assets of the Group’s foreign operations from their functional
currencies to the Group’s presentation currency (i.e. Hong Kong
dollars) are recognised directly in other comprehensive income
and accumulated in the exchange difference reserve. The reserve
is dealt with in accordance with the accounting policy of foreign
currencies set out in Note 3(i).

Fifat -

(a)

(b)

BEXAEDOHE

BAEEREER-_STTFAA=TA
N BREEERBBMARZMERARE
Bl AR B IR0 © 5% 5 08 [ A% £ 70 B 3 B o
8 Bk EHEERO cEERAEAED
- RENERELERERN RO R
BARP LR

X =R

ARBERBIEB 2 EEFERNEER
BhEAAREE25|EE (BEE)ELE
ZEREZREENEME2ERARNER
WRAEERZRRENR - ZHEREH
AE3()E S 2 SN & R BUR BRI




Consolidated Statement of Cash Flows

FEReRiER

For the year ended 31 December 2018 #HZE—_ZT—\F+-_A=+—HILFE

Fifteen
Year ended  months ended
31 December 31 December
2018 2017
Notes HK$’000 HK$'000
BE-E-N\F FHE_ZT—+F
+=A=+-B +=A=1+—H~
LEE IH+REA
ik 3 BT T BEFT
Cash flows from operating activities RKEE£EvBERE
Loss before taxation BRI EE (43,841) (45,853)
Adjustments for: HEIER
Depreciation e 11, 15 10,810 8,225
Bad debts written off 22 BR i 88 11 101 362
Unrealised loss from financial assets at FRBEUARNTEENNERZKE
fair value through profit or loss HemEEBE 9 2,402 -
Realised gain from financial assets at BBRERAATEBIIEZ
fair value through profit and loss BEERemEERR 7 (385) (36)
Loss on written off of property, plant WEME BERRBEIEE
and equipment 11 6 121
Allowance for inventories FEEE 11 17 48
Reversal of allowance for inventories GFERERD 11 (70) (20)
Written off of inventories FEMH 11 = 47
Dividend income i 8.4 A 8 (87) (5)
Interest income B U A 8 (112) (136)
Interest expense FERX 10 251 178
Operating cash flows before EEESRHICRERERE
movements in working capital (30,908) (37,069)
Increase in financial assets at fair value =~ BBERNARFEIIEZ
through profit or loss & RUEEE N (2,467) -
(Increase)/decrease in inventories FE (&M, md (33,382) 226
Increase in loan and interest receivables  FEUE F & Fl B3840 (2,876) (10,167)
Increase in trade receivables FEUE 5 BR 33 A0 (6,491) (3,343)
Increase in prepayments, deposits and TN IR 11 E K H b e Y R IE 1
other receivables on (23,742) (1,084)
Increase/(decrease) in trade payables FENESEZEN, CHd) 9,331 (1,413)
Increase in accrued charges and other FEET B A N H e~ 2 IE S N
payables 8,748 20,481
Cash used in operating activities REXBERAZRALTE (81,787) (32,369)
Profit tax refund/(paid) RE (B FIBH 182 (46)
Net cash used in operating activities KEEKEGFR 7RG F5E (81,605) (32,415)




Consolidated Statement of Cash Flows

FelanER

For the year ended 31 December 2018 #HZE—

—N\F+ZA=+—HLFE

Fifteen
Year ended  months ended
31 December 31 December
2018 2017
Notes HK$°000 HK$'000
H2-E-N\F FE_T—+F
+=ZA=+—-B +=ZA=t+—H
EFE IE+AEA
ft & BETF T BT T
Cash flows from investing activities REXBzBERKE
Purchase of property, plant and equipment BB ¥ « ik & 3% (903) (3,516)
Net cash outflow on acquisition of asset W IE&E 7R &mH F 5 33 - (323,898)
Dividend received B8 87 5
Interest received BUF 2 112 130
Increase in pledged time deposits B E B F g m (75) (40)
Net cash used in investing activities REXBFERZE & FH (779) (327,319)
Cash flows from financing activities BWEZH-BERE
Proceeds from issue of ordinary shares BITTRRZFTERIAE - 439,108
Share issuance expenses BRDEITRX - (12,185)
Interest paid =ER) T'J (223) (164)
Increase in loan from the immediate BHEERRDAIERIEM
holding company - 286,200
Repayments of loan from the immediate (EEEEIER A A ER
holding company = (336,200)
(Decrease)/increase in loan from the REEBRARER CRL) /1m0
ultimate holding company - 3,602
Capital contribution from non-controlling R B M B A R FEIER g 2 £ &
interests of a subsidiary 13,500 =
Increase in bank borrowings RATIEE L N 57,000 31,500
Repayments of bank borrowings BERTEE (27,000) (31,500)
Net cash generated from MEGZDEEZREFHE
financing activities 43,277 380,361
Net (decrease)/increase in cashand  BRERBESEEY (RL)
cash equivalents BE (39,107) 20,627
Cash and cash equivalents at the E/ HAOZEEREEEEY
beginning of year/period 73,511 52,923
Effect of foreign exchange rate EX@EH
changes (205) (39)
Cash and cash equivalents at theend FX "HAZRERBELZEY
of the year/period 34,199 73,511
Analysis of balances of cash and cash BE&RBSEBULEH I
equivalents
Cash and bank balances Re RBTEH 34,199 73,511




*

The Company was incorporated in the Cayman Islands on
9 December 1998 as an exempted company with limited
liability and its shares have a primary listing on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
and a secondary listing on Singapore Exchange Securities
Trading Limited (“the SGX-ST").

The registered office of the Company is P.O. Box 309,
Ugland House, George Town, Grand Cayman KY1-1104,
Cayman Islands and the principal place of business of the
Company is located at 15th Floor of Tower I, Admiralty
Centre, No.18 Harcourt Road, Hong Kong.

The principal activity of the Company is investment
holding and the principal activities of its principal
subsidiaries are set out in Note 16 to the consolidated
financial statements.

During the last financial period, the reporting period end
date of the Group was changed from 30 September to
31 December because the Group would like to align its
financial year end date with CITIC Guoan Group* (“CITIC
Guoan Group”) so as to facilitate the preparation of
consolidated financial statements of the Company and
those of CITIC Guoan Group, which is for the benefit
of the overall development of the Group. Accordingly,
the current financial period covers a twelve-month
period from 1 January 2018 to 31 December 2018.
The corresponding comparative amounts shown (which
covers a period of fifteen months from 1 October 2016
to 31 December 2017) for the consolidated statement
of profit or loss and other comprehensive income,
consolidated statement of changes in equity, consolidated
statement of cash flows and related notes are not entirely
comparable with amounts shown for the current year.

The directors of the Company (the “Directors”)
regard Road Shine Developments Limited, a company
incorporated in the British Virgin Islands as the immediate
holding company, and CITIC Guoan Group, a company
incorporated in the People’s Republic of China (the
“PRC") as the ultimate holding company.

The consolidated financial statements are presented in
Hong Kong dollars (“HKS$") which is also the functional
currency of the Company. All values are rounded to
the nearest thousand (“HK$'000”) except otherwise
indicated.

For identification purpose only

*
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The accounting policies adopted in the consolidated
financial statements for the year ended 31 December
2018 are consistent with those followed in the
preparation of the Group’s annual financial statements
for the fifteen months ended 31 December 2017 except
as described below.

In the current year, the Group has applied for the
first time, the following new and revised standards,
amendments and interpretations (collectively referred to
as the “new and revised HKFRSs"”) issued by the Hong
Kong Institute of Certified Public Accountants (the
“HKICPA"), which are effective for the Group’s financial
period beginning on 1 January 2018. A summary of the
new and revised HKFRSs applied by the Group is set out
as follows:

RE—®—\F+-A=+—FItF
2 A B IRA RN 2 BETRE
GUARENE T —+F+= 7
=+— AL+ REAZFEHHRE
FrEE — B T A& BN -

RAEE RNEEEHXEM T
HEBGMAE ([FEGFEA
g EBRAEER T~ \F—H
— R FA 2 M BUERRE AR T R] R
{ERTHER  ER] Rt (5ol [#3] &
RETEBVBMEED]) - AEH
FERFTR] M ERT BB M I & A
ZBEHIIMT

HKAS 7 (Amendments)
HKAS12 (Amendments)

HKAS 28 (Amendments)

HKAS 40 (Amendments)
HKFRS 2 (Amendments)

HKFRS 4 (Amendments)

HKFRS 9

HKFRS 15

HK(IFRIC)-Int 22

Disclosure Initiative

Recognition of Deferred Tax Assets for
Unrealised Losses

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

Transfers of Investment Property

Classification and Measurement of
Share-based payment Transactions

Applying HKFRS 9 Financial
Instruments with HKFRS 4
Insurance Contracts

Financial Instruments

Revenue from Contracts with
Customers and the related
Amendments

Foreign Currency Transactions and
Advance Consideration

BB £ BETHIE

EYEACHEN)

B gt RAEREBEAELTH

F12% (BFIAR)  BEE

BB LA EE-_T-NEE_-F

F28F (BRIAR)  —AEFEHEEUBER
LEA CEEREY
—#5

B gt BEMEER

F405E (53T K)

ERMBREEDN URDAERNZZFHZ

E29 (BFIA) DEREFE

BEMBREER KEEBMBEREENE

BA (BRIAR) AR [RBAL&—
HERBBUMBRE%E
B9 (2T A

BEEMBREEDN £@IA

£9%

ERMEREEN RERFAHZMERA

F155% BB A

Bk (ERBBRE HMERHREAMNKE

2EZE89)
—RBR2R

Except as described below, the application of the new
and revised HKFRSs in the current year has had no
material impact on the Group’s financial performance
and positions for the current and prior periods and/or
on the disclosures set out in the Consolidated Financial
Statements.

B TP - N6 2 e P 3 AT e iR 4E
R BB R S 2 A AN B R A
AN B ERE 2 BBRRERMRAR,
HENEAM BRI HBELEEX
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018 #HZE—_ZT—\F+-_A=+—HILFE

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

The above new and revised HKFRSs have been applied in
accordance with the relevant transition provisions in the
respective standards and amendments which results in
changes in accounting policies, amounts reported and/or
disclosures as described below.

Impact on the consolidated financial statements

The following tables show the adjustments recognised
for each individual line item. Line items that were not
affected by the changes have not been included. As
a result, the sub-totals and totals disclosed cannot be
recalculated from the numbers provided. The adjustments
are explained in more detail by standards below.

2.

BRI KRBT ERUK
HEA ([EEUBREE

all) @)

T RAEE STE B R R R B

BRI B 2RI RAEET 2 1B 5

XER BHEHEE SROBR

JRHEBEBINT XA -

HESMBRERNTE
TRIVRPEERE ERZAE A
AEEARXEHTENAB -Hit -
P4 B8 1/ N ET A AR RT T BE (IR A BX
FHREME - NIRRT F A AR
BTHE-

Impact on
At initial At
31 December application of 1 January
2017 HKFRS 9 2018
Consolidated BRER
statement i ERE® i3
of financial REMBMRRE —E-tF REEAFES —E-N\F
position (extract) (FE8%) +t=HR=+-—-H A —B—H
HK$'000 HK$°000 HK$'000
BT T BT T BT T
Non-current assets ERBEE
Available-for-sales AfHESRHEE
financial assets 5,950 (5,950) -
Financial assets at fair value FRBEUATEYEREZ
through profit or loss SREE - 15,700 15,700
Total assets less HEERTRBEE
current liabilities 379,645 9,750 389,395
Net assets EEFE 379,093 9,750 388,843
Capital and reserves BEXR#E
Reserves i 301,604 9,750 311,354
Total equity s 379,093 9,750 388,843




Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018 #HZE-ZT—\F+-_A=+—HILFE

2.

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

Impacts and changes in accounting policies of
application on HKFRS 9 Financial Instruments

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

The Group has applied HKFRS 9 in accordance with the
transition provisions set out in HKFRS 9 i.e. applying the
classification and measurement requirements (including
impairment) retrospectively to instruments that have
not been derecognised as at 1 January 2018 (date of
initial application) with the cumulative effect of initial
application recognised at the date of initial application
and has not applied the requirements to instruments that
have already been derecognised as at 1 January 2018.

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

(a) Key changes in accounting policies resulting
from application of HKFRS 9

Classification and measurement

Trade receivables arising from contracts with
customers are initially measured in accordance with
HKFRS 15.

All recognised financial assets that are within the
scope of HKFRS 9 are subsequently measured at
amortised cost or fair value, including unquoted
equity investments measured at cost less
impairment under HKAS 39.

2.

BRI REEITERUK

EEA([ERYBREE
1) (&)
EREEMBREEEIR SR
TA|HENRRZHEREE
RAEE AEEMERBELHBR
EEBEOR [EWMITA| REMES
RIS MERAIM G RIS E] - B8
B M LRI FORBIABHEATH
BZHBE NEREERSHUERE
MABR R QeMAENBHE
B ([EHEEEE]) R)—KY
R I -

AEBERBEEY MG ERE9
S5% P 80 2 B 1 16 S e A BB B T R
EFEAESR AHRN —F—N\F—H
— B (ERERABAH) AR LR
MTAEBHEAIELTEZR (8
BRE) BEAEANRATEER
BREMAEAERARLEH DN -
F-N\F-A-BRILERNTEE
FMEEENR-

At - B THRERRVERRER
BEtEREIR [/ T A #R
KETB] BN BRERHELER -

(a) BEREBUBEEERIZEIHR
FERNEEESTTHEED
DR E
BEPERMEEZ BIE SRR
M RBEE M B REERSE
155kt & e

BREABMBREERFHEE
NTACHRAZEHEER R
B AR A TFEFE BRER
BEEGERFEINRIBAA
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018 #HZE—_ZT—\F+-_A=+—HILFE

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

Impacts and changes in accounting policies of
application on HKFRS 9 Financial Instruments
(continued)

(a) Key changes in accounting policies resulting
from application of HKFRS 9 (continued)

Classification and measurement (continued)

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

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

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

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

In addition, the Group may irrevocably designate a debt
investment that meets the FVTOCI criteria if by doing
so it eliminates or significantly reduces an accounting
mismatch.

RN RASSET BB M
BEE ([FEUBREE
1) &)
ERAEEHBRELEANLIR S
MIA | WEHBRRZHEREE
(%)

(a) BEREBHBREEREIH
BB EEG T RERE
(#)

PEREE ()

HEUTHREOERS TARE
BB ATE AR E K
(MEATEFALMEEK

1)

e ZETMEERKAKES
WBEEREREESRE
ERBNZEERATH
B R

e REMEEZSHWBERST
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BEERXNAZRARER
AEZMB e

EEMEMEERERRAYF
Bt ARz ([RAFEFAR
#®)FE - ERERERER
EREMEES R AEEANL
THRELEERE M2 EK
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Financial assets that do not meet the criteria for being
measured at amortised cost or FVTOCI or designated as
FVTOCI are measured at FVTPL.

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

The directors of the Company (the “Directors”) reviewed
and assessed the Group's financial assets as at 1 January
2018 based on the facts and circumstances that existed
at that date. Changes in classification and measurement
on the Group’s financial assets and the impacts thereof
are detailed in Note 2(b).

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

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

TRERBHENARIZAFEFAR
2 E RS KT E /IR A FEFAR
2K ENFTERENEREER
NFEFABRAE

RERREATEEREZEREE
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For the year ended 31 December 2018 #HZE—_ZT—\F+-_A=+—HILFE

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

Impacts and changes in accounting policies of
application on HKFRS 9 Financial Instruments
(continued)

Impairment under ECL model (continued)

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

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

Significant increase in credit risk

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

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

2.
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2.

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

Impacts and changes in accounting policies of
application on HKFRS 9 Financial Instruments
(continued)

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.

Generally, 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 effective
interest rate determined at initial recognition.

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

At 1 January 2018, the Directors reviewed and assessed
the Group’s existing financial assets for impairment using
reasonable and supportable information that is available
without undue cost or effort in accordance with the
requirements of HKFRS 9. The results of the assessment
and the impact thereof are detailed below.

2.
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For the year ended 31 December 2018 #HZE—_ZT—\F+-_A=+—HILFE

2. APPLICATION OF NEW AND REVISED 2. RMFTRRBEITETEUE
HONG KONG FINANCIAL REPORTING BREXEN (BB BHREE
STANDARDS (“HKFRSs") (continued) All) (&)

Impacts and changes in accounting policies of EREEMBRELZERNESR £

application on HKFRS 9 Financial Instruments MIA | HEHTHREZHERED

(continued) (%)

(b) Summary of effects arising from initial (b) VBHEEREEBUBEREERE
application of HKFRS 9 I Kz ERE
The table below illustrates the classification and TRAARVNBEABH-F
measurement (including impairment) of financial —N\F—A—BREBBEVER
assets and financial liabilities and other items HREBESRREAGERE
subject to ECL under HKFRS 9 and HKAS 39 at the JIRZTEHEEBERR 22
date of initial application, 1 January 2018. MEELREBABANRHEMIER

ZHBNEE (BRERE) -

Available-
for-sale Financial
financial assets at
assets FVTPL

BRAYE
AHHE STABRZHZ
THMEE TREE
HK$°000 HK$'000
BT T BT T

Closing balance at R=-ZB—tHF+=-A=+—H

31 December 2017 - HKAS 39 ZHREeR— B BEER

395 5,950 -

Effect arising from initial NHRERE BT KERE2ER

application of HKFRS 9: FORFoI Bz HE:
Reclassification BEFSE
From available-for-sale REAHEHESHEE

financial assets (5,950) 5,950
Re-measurement BEFE
Amounts remeasured through FBRPY R BEENTEN

opening accumulated losses eyl = 9,750
Opening balance at R=—ZFB-NF—H—AHAZ2

1 January 2018 H¥ e - 15,700
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For the year ended 31 December 2018 #HZE-ZT—\F+-_A=+—HILFE

2. APPLICATION OF NEW AND REVISED 2. RAHTRBEITEEUE
HONG KONG FINANCIAL REPORTING BREXE(BEEMBHREE
STANDARDS (“HKFRSs") (continued) All) (#)

Impacts and changes in accounting policies of FEREEBMBRELZERNESR £
application on HKFRS 9 Financial Instruments BMTAE | HEHBRRZTEREH
(continued) (%)

(b) Summary of effects arising from initial (b) VHEEREEBUBEREERE

application of HKFRS 9 (continued)

From AFS debt investments to financial assets at
FVTPL

Unlisted club debentures with a fair value of
HK$15,700,000 were reclassified from available-
for-sale financial assets to financial assets at FVTPL,
as the investment is held as long-term strategic
investments that do not represent solely payments
of principal and interest, so they do not meet the
HKFRS 9 criteria for classification at amortised
cost. Related fair value gains of HK$9,750,000 was
recognised in accumulated losses as at 1 January
2018.

Under the transition methods chosen, the Group
recognises the cumulative effect of the initial
application of HKFRS 9 as an adjustment to the
opening balance of equity at 1 January 2018.
Comparative information is not restated. The table
below summarises the impact on the Group's
reserves due to reclassification and remeasurement
of financial instruments at the date of initial
application:

IEFTEI M HEBE (&)
Wr R HERE S 1Z N FER
ANBm & E

NFAE E#E%15,700,0007T 2 &
EmEgmEFERATEHEHES R
BEWNENDEERAFETA
BazemiEE BAZIKRER
EARPNEEEERE I T
REREINASHFE Bz
ETHEBBYBRELERLFE9
RIRBHER A D ENEE-HE
— - NFE—F—8 HEQF
B g 2575 #9,750,0007c 2R 2
ETESBER -

RIBFTEZNERET A A&H
1% B R e & 7 B % i 2 A
FIORMBHFERR/Y —F
—N\&F— A —BOMNERAR
FTETE - LLERE K RIEET
TEREFINERERBEHESR
TRAEHSBEREHEMH AN
SEFBOTE:

Accumulated

losses

2itEE

HK$'000

B F T

As at 31 December 2017 R-_E—+FE+=-_A=+—H (566,010)
Re-measurement from available-for-sales At EREEHTE BB BIER

investments to financial assets at FVTPL ARFBEINEzEBMEE 9,750

As at 1 January 2018 R-ZZE—-N\F—H—AH (556,260)
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For the year ended 31 December 2018 #HZE—_ZT—\F+-_A=+—HILFE

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

Impacts and changes in accounting policies of
application on HKFRS 15 Revenue from Contracts
with Customers and the related Amendments

As a result of the changes in the Group's accounting
policies, as explained below, HKFRS 15 was generally
adopted without restating any other comparative
information. The adoption of HKFRS 15 in the current
year does not result in any impact on the amounts
reported in the consolidated financial information and/
or disclosures set out in the consolidated financial
information, except that the Group has adopted the
following accounting policies on revenues with effect
from 1 January 2018.

The Group recognises revenue mainly from following
major sources which arise from contracts with customers.

° Sales of telecommunications and other products
° Provision of repair services

Information about the Group's performance obligations
and the accounting policies resulting from application
of HKFRS 15 are disclosed in note 3(e) to the audited
consolidated financial statement.

HKFRS 15 requires that revenue from contracts with
customers be recognised upon the transfer of control
over goods or services to the customers. As such, upon
adoption, this requirement under HKFRS 15 resulted
in immaterial impact to the financial statements as the
timing of revenue recognition on sale of goods or services
is nearly unchanged. Thus there was no impact on the
Group’s consolidated statement of financial position as of
1 January 2018.

2.
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2.

Guoan |

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

Impact of application on HKAS 7 (Amendments)
Disclosure Initiative

The Group has applied these amendments for the first
time in the current year. The amendments require an
entity to provide disclosures that enable users of financial
statements to evaluate changes in liabilities arising
from financing activities, including both cash and non-
cash changes. In addition, the amendments also require
disclosures on changes in financial assets if cash flows
from those financial assets were, or future cash flows
will be, included in cash flows from financing activities.
Specifically, the amendments require the following to
be disclosed: (i) changes from financing cash flows;
(ii) changes arising from obtaining or losing control of
subsidiaries or other businesses; (i) the effect of changes
in foreign exchange rates; (iv) changes in fair values; and
(v) other changes.

A reconciliation between the opening and closing
balances of these items is provided in note to the
financial statements. Consistent with the transition
provisions of the amendments, the Group has not
disclosed comparative information for the prior
year. Apart from the additional disclosure in note
to the financial statements, the application of these
amendments has had no impact on the Group’s
consolidated financial statements.

2.
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

New and revised HKFRSs that have been issued
but are not yet effective

HKAS 1 and HKAS 8
(Amendments)

HKAS 19 (Amendments)

HKAS 28 (Amendments)

HKFRS (Amendments)

HKFRS 3 (Amendments)

HKFRS 9 (Amendments)

HKFRS 10 and HKAS 28
(Amendments)

HKFRS 16

HKFRS 17

HK(IFRIC) — Int 23

Definition of Material®

Plan Amendment, Curtailment
or Settlement’

Long-term interests in
Associates and Joint
Ventures'

Annual Improvements to
HKFRSs 2015-2017 Cycle!

Definition of a business?
Prepayment Features with
Negative Compensation’
Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture®
Leases'

Insurance Contracts®

Uncertainty over Income Tax
Treatments’

! Effective for annual periods beginning on or after 1st

January 2019.

2 Effective for business combination and asset acquisitions
for which the acquisition date is on or after the
beginning of the first annual period beginning on or
after 1st January 2020.

2 Effective for annual periods beginning on or after 1st

January 2020.

& Effective for annual periods beginning on or after 1st

January 2021.

5 Effective for annual periods beginning on or after a date

to be determined.

2.
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HKFRS 16 introduces a comprehensive model for the
identification of lease arrangements and accounting
treatments for both lessors and lessees. HKFRS 16 will
supersede HKAS 17 Leases and the related interpretations
when it becomes effective.

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

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

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

New and revised HKFRSs that have been issued
but are not yet effective (continued)

HKFRS 16 Leases (continued)

Furthermore, extensive disclosures are required by HKFRS
16.

At 31 December 2018, the Group has non-
cancellable operating lease commitments of
approximately HK$5,455,000 as disclosed in note 35
to the consolidated financial statements. A preliminary
assessment indicates that these arrangements will meet
the definition of a lease. Upon application of HKFRS
16, the Group will recognise a right-of-use asset and a
corresponding liability in respect of all these leases unless
they qualify for low value or short-term leases.

The application of new requirements may result in
changes in measurement, presentation and disclosure as
indicated above. The Group intends to elect the modified
retrospective approach for the application of HKFRS 16
as lessee and will recognise the cumulative effect of
initial application to opening retained earnings without
restating comparative information.

Except disclosed above, the directors of the Company
do not anticipate that the application of other new and
revised HKFRSs will have a material impact on the Group’s
financial performance and financial positions.

2.
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The consolidated financial statements have
been prepared in accordance with all applicable
HKFRSs, which is a collective term that includes all
applicable individual Hong Kong Financial Reporting
Standards (“HKFRSs”), Hong Kong Accounting
Standard (“HKASs”) and Interpretations issued
by the Hong Kong Institute of Certified Public
Accountants (“HKICPA"), accounting principles
generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies
Ordinance. These consolidated financial statements
also comply with the applicable disclosure provisions
of the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”).

The measurement basis used in the preparation
of the consolidated financial statements is the
historical cost convention.

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

Fair value is the price that would be received to sell
an asset or paid to transfer a liability in an orderly
transaction between market participants at the
measurement date, regardless of whether that price
is directly observable or estimated using another
valuation technique. In estimating the fair value of
an asset or a liability, the Group takes into account
the characteristics of the asset or liability if market
participants would take those characteristics into
account when pricing the asset or liability at the
measurement date. Fair value for measurement
and/or disclosure purposes in these consolidated
financial statements is determined on such a basis,
except for share-based payment transactions
that are within the scope of HKFRS 2, leasing
transactions that are within the scope of HKAS
17, and measurements that have some similarities
to fair value but are not fair value, such as net
realisable value in HKAS 2 or value in use in HKAS
36.
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SUMMARY OF SIGNIFICANT ACCOUNTING 3. FE=HBEEHE (&)
POLICIES (continued)

(b) Basis of preparation (continued) (b) WBEXE (&)

In addition, for financial reporting purposes, fair N B E2mmE A FE

value measurements are categorised into Level 1, BEAERBATEBEFEZBA

2 or 3 based on the degree to which the inputs BB BREE R ASIBHE

to the fair value measurements are observable ST EATEECEZUSER

and the significance of the inputs to the fair value % BB _RHEBE=A HH
measurement in its entirety, which are described as Agny

follows:

e Level 1 inputs are quoted prices (unadjusted) . —RBABBEEER
in active markets for identical assets or quEEI—IL/\HX *Eﬂﬁiz
liabilities that the entity can access at the FBERERM S 2 HRE
measurement date; (REEFAE)

e Level 2 inputs are inputs, other than quoted s FIMBMABBERSE—
prices included within Level 1, that are RABEZHREINTEE
observable for the asset or liability, either IEEBERCEEXAE
directly or indirectly; and ZEABE R

e Level 3 inputs are unobservable inputs for the s ZFE-AWMABBEEEIL
asset or liability. BEZIAAEHERAH

i o
(c) Basic of consolidation (c) HFERBEE

The principal accounting policies are set out below. TESBEEAIAT -

The consolidated financial statements incorporate REMBREPERARAFTNUKL

the financial statements of the Company and == NN N =N 2

entities (including structured entities) controlled ER(BEEBER) NI ER

by the Company and its subsidiaries. Control is H o ARRAETIBER THER
achieved when the Company: HR 45 478 Il 4 -

e has power over the investee; e FHKREHRITEES:

e is exposed, or has rights, to variable returns s HZHREURMEBRM
from its involvement with the investee; and Ak EEESAEE H:

&

e has the ability to use its power to affect its s FERNERENRE
returns. o

The Group reassesses whether or not it controls WEEERIENETR Lt =18

an investee if facts and circumstances indicate that HIEEREZERAE BN L HRE

there are changes to one or more of the three F AEESENTHASSY

elements of control listed above. WEHREEIE G-
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FES:HHREME &)
POLICIES (continued)
(c) Basic of consolidation (continued) () RERBEE (&)

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

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

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

All intragroup transactions, balances, income and
expenses are eliminated in full on consolidation.
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Changes in the Group’s ownership interests TEERBEENB AR HEEE
in existing subsidiaries ZEZEE

Changes in the Group’s ownership interests in
existing subsidiaries that do not result in the Group
losing control over the subsidiaries are accounted
for as equity transactions. The carrying amounts
of the Group’s interests and the non-controlling
interests are adjusted to reflect the changes in their
relative interests in the subsidiaries. Any difference
between the amount by which the non-controlling
interests are adjusted and the fair value of the
consideration paid or received is recognised directly
in equity and attributed to owners of the Company.
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If the Group loses control over a subsidiary, it
derecognises (i) the assets (including goodwill)
and liabilities of the subsidiary, (ii) the carrying
amount of any non-controlling interest and (iii)
the cumulative translation differences recorded
in equity; and recognises (i) the fair value of the
consideration received, (ii) the fair value of any
investment retained and (iii) any resulting surplus
or deficit in profit or loss. The Group’s share
of components previously recognised in other
comprehensive income is reclassified to profit or
loss or retained profits, as appropriate, on the same
basis as would be required if the Group had directly
disposed of the related assets or liabilities.

Operating segments are reported in a manner
consistent with the internal reporting provided to
the chief operating decision maker (the “CODM"),
who is responsible for allocating resources and
assessing performance of the operating segments.

Unallocated costs represent corporate expenses.
Segment assets and liabilities include items directly
attributable to a segment as well as those that can
be allocated on a reasonable basis to that segment.
Segment assets consist primarily of property, plant
and equipment, inventories, receivables, other
assets, operating cash and exclude mainly available-
for-sale financial assets and tax recoverable.
Segment liabilities comprise operating liabilities and
exclude items such as tax payable, deferred tax and
certain corporate provisions.

Geographical information is not presented as the
majority of the Group's revenue is attributed to
customers in Hong Kong and the majority of assets
are located in Hong Kong.
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For the year ended 31 December 2018 #HZE-ZT—\F+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FES:BERME &)
POLICIES (continued)
(e) Revenue and other income (e) WEREMUYA

Revenue from contracts with customers (upon
application of HKFRS 15 in accordance with
transitions in note 2)

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

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

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

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

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

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

Otherwise, revenue is recognised at a point in time
when the customer obtains control of the distinct
good or service.
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SUMMARY OF SIGNIFICANT ACCOUNTING 3. FE=HBEEHE (&)
POLICIES (continued)

(e) Revenue and other income (continued) (e) MmRHEMKA (&)
Revenue from contracts with customers (upon *EEFEH K (RIRE
application of HKFRS 15 in accordance with Fif5t2.2 i8R X & A & 7B AT
transitions in Note 2) (continued) BHREERFI155518) (&)
A contract asset represents the Group's right to ERNEERASERBIAS
consideration in exchange for goods or services that ER%EPFEENR @RS
the Group has transferred to a customer that is not i YL ER A B B9 A A1 (1 R PR A fR
yet unconditional. It is assessed for impairment in ) - IRIBRE AU B S 2R
accordance with HKFRS 9. In contrast, a receivable FITRATIHRIE - AR - FEUFRIE
represents the Group’s unconditional right to 187N 6 B BN (X (B A M R 1 A
consideration, i.e. only the passage of time is A - B E S EAR SR AT 2 F
required before payment of that consideration is %o
due.
A contract liability represents the Group’s obligation SHEEELASEEREERPK
to transfer goods or services to a customer for HXTJQF(_JZE B H AR E)
which the Group has received consideration (or an mARZFEEEmIRBZE
amount of consideration is due) from the customer. EE EE—IEA%’JE@Z HEE
A contract asset and a contract liability relating to BB ERFBEETK-
a contract are accounted for an presented on a net
basis.
For contracts that contain more than one HEE—BULERNEEZEH
performance obligations, the Group allocates the mE - $EIEEZ$5%§%E%E
transaction price to each performance obligation on EEBRGBEBIRESERBHNE
a relative stand-alone selling price basis. ffo
(i) Sale of goods (i) HEE
Revenue is recognised from the trading of EEVMIEHIREERAD
telecommunications and other products when ERTEFPR BRI
the control of the goods are considered to REMEMEHBKA -

have been transferred to the customer.

In the comparative period, revenue from sales RERBAR E8PE#E
of goods was recognised when the customer X P78 #E 9 AR B L B A0 R
has accepted the related risks and rewards of BiRs - BEREMIHE WA -
ownership.

(ii) Service income (i) RBEHA
Revenue from repair services are recognised #H 12 RS WA 1R 1L AR 75

when the services are rendered. B ERR o
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (continued)
(e) Revenue and other income (continued) (e) MERHEMUWA (&)
KEEFE LK Wan (RIRIE
Ff5F2 .2 38 % A& X & A & 7B AT

TEETHERME (&)

Revenue from contracts with customers (upon
application of HKFRS 15 in accordance with

)

Guoan |

transitions in Note 2) (continued)

(iii)

Interest income

Interest income is recognised as it accrues
using the effective interest method. For

BEERE15551%) (&)
(iii) F2 WA

A S A BB A X
ST E W o B LA SE B K K

financial assets measured at amortised cost T ENEERARENS
that are not credit-impaired, the effective MEEMS  BERENEE
interest rate is applied to the gross carrying AREEMNREARE -3
amount of the asset. For credit-impaired EEREEREEMS
financial assets, the effective interest rate ERMNEERREENE
is applied to the amortised cost (i.e. gross 85 AR (B0 BR B 1B B

carrying amount net of loss allowance) of the
asset.

HAERREE) -

(iv) Dividends income from equity (iv BRAXTAEZREWA
instruments
Dividend income from unlisted equity I ETRAIZE /IR B
investments is recognised when the A PA AR B s ER AT R A e R
shareholder’s right to receive payment is AV
established.
Dividend income from listed equity ETRARE R EKA
investments is recognised when the share price KK E R KBRS E
of the investment goes ex-dividend. o

(v) Sale of financial assets at fair value (v) HEZEBERULFEE
through profit or loss SRz 2R EE
Sale of financial assets are recognised on trade HESREENRZSAE
date basis. MR e




Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018 #HZE—_ZT—\F+-_A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(f)

(9)

Revenue recognition (prior to 1 January
2018)

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

Revenue from the sales of goods is recognised
on the transfer of risks and rewards of
ownership, which generally coincides with
the time when the goods are delivered to
customers and title has passed. Revenue from
the sale of goods is measured at the fair value
of the consideration received or receivable, net
of returns and allowances and trade discounts;

Service income is recognised when services are
rendered;

Sales of financial assets are recognised on a
trade date basis;

interest income, on an accrual basis using
the effective interest method by applying
the rate that discounts the estimated future
cash receipts through the expected life of
the financial instrument to the net carrying
amount of the financial asset.

Dividend income from financial assets at fair
value through profit or loss is recognised
when the Group's right to receive payment is
established.

Property, plant and equipment

Property, plant and equipment are stated at cost,
less subsequent accumulated depreciation and
subsequent accumulated impairment losses, if any.

TESTRERE (8
(h KEER(R=F-NF-—H

(9)

— H Al

Was N E BRI 2B A RERA
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i HEREREAEZEAR
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HERNETRERRESR
BERFAFEEL HER
A TSR B RS E R
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RBARR

i. HESHMEERXZFAE
ERERBAK:

iv. FEWAREFTEERE
RERMNEE BT
BB A A F ARG
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BEERBFETE-

v. BREBZNURTFEETIE

ZEBEEZBRERAR
R £% B W BXROR 2 HE N

37 By FERR ©
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¥ R = B 5B 1 TH AR A S R BE
% RETITE LBE% BT REEE
(E) AfKe




The cost of an asset comprises its purchase price
and any directly attributable costs of bringing
the asset to its working condition and location
for its intended use. Expenditure incurred after
the property, plant and equipment have been put
into operation, such as repairs and maintenance,
is normally charged to profit or loss in the period
in which it is incurred. In situations where it can
be clearly demonstrated that the expenditure has
resulted in an increase in the future economic
benefits expected to be obtained from the use of
the property, plant and equipment, the expenditure
is capitalised as an additional cost of that asset.

Depreciation is recognised so as to write off the
cost of property, plant and equipment, using the
straight-line method, over their estimated useful
lives. The principal annual rates are as follows:

Building

BF

Computers and equipment
E DB

Furniture and fixtures
ERREE

Leasehold improvements
HEMZEEE

Motor Vehicle

B

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

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

BEZKABREEBEEREZ
BEEZREEFINL IR E
BERSGR 2T MERBRA-
MR BE R EERAEERPT
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For the year ended 31 December 2018 #HZE—ZT— \F+-_A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(h) Leasing (continued)

()

The Group as lessee

Operating lease payments are recognised as an
expense on a straight-line basis over the lease
term, except where another systematic basis is
more representative of the time pattern in which
economic benefits from the leased asset are
consumed.

Foreign currencies

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

Exchange differences on monetary items are
recognised in profit or loss in the period in
which they arise except for exchange differences
on monetary items receivable from or payable
to a foreign operation for which settlement is
neither planned nor likely to occur (therefore
forming part of the net investment in the foreign
operation), which are recognised initially in other
comprehensive income and reclassified from equity
to profit or loss on repayment of the monetary
items.

TEETHREME (&)

(h) BE (&)
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EEBERBERBEA
REHENFIRERENEHA
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018 #HZE-ZT—\F+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FEEFEHEHE (&)

POLICIES (continued)

(i) Foreign currencies (continued) (i) (&)
For the purposes of presenting consolidated REJREMBRE AEEE
financial statements, the assets and liabilities of the IEBHEERABBDERENE®
Group’s foreign operations are translated into the HEHRNRITEXREAREE
presentation currency of the Group (i.e. Hong Kong ME25EE (BBE) AR
dollars) using exchange rates prevailing at the end X HE NIRRT HERET
of each reporting period. Income and expense items BE BRIV ZEAE A E R R
are translated at the average exchange rates for the RNIERB B S ERIGR - RZIENR
period, unless exchange rates fluctuate significantly T -BERAXRZEBMNEX P
during that period, in which case the exchange EENELZRHE (F)RE
rates at the dates of the transactions are used. ftb 2 E W= TR - W RET A=
Exchange differences arising, if any, are recognised FEN ZHH#EHET (REER
in other comprehensive income and accumulated BEIEFEIERR R ) -
in equity under the heading of exchange difference
reserve (attributed to non-controlling interests as
appropriate).

(j) Borrowings () RITEE
Borrowings are recognised initially at fair value less BEVFRATEBERESRS
attributable transaction costs. Subsequent to initial AR R T HERE BE
recognition, borrowings are stated at amortised cost REEKARVER ML HERE
with any difference between the amount initially FREELEEMER 2T EHE
recognised and redemption value being recognised AN EEHRAKAERANREE
in profit or loss over the period of the borrowings, EEEN T ERE AR ERT
together with any interest and fees payable, using MR o
the effective interest method.
All borrowing costs are recognised in profit or loss FIEBEKRAREINEEREE
in the period in which they are incurred. mHP R

(k) Employee benefits (k) EEERN
Employee leave entitlements EEAEAZHRE

Employee entitlements to annual leave are
recognised when they are accrued to employees.
A provision is made for the estimated liability for
annual leave as a result of services rendered by
employees up to the end of the reporting period.
Employee entitlements to sick leave and maternity
or paternity leave are not recognised until the time
of leave.

EEAIZH 2 FRINER T &
SRR -BEREHARAES
RHERBMELE ZFREFTAE
EERE - BERZEE 2RER R
ERIGFEREZEWRE T T X
EE%/’IL\O




The Group operates a Mandatory Provident Fund
Scheme (the “MPF Scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance
for employees employed under the jurisdiction
of the Hong Kong Employment Ordinance. The
MPF Scheme is a defined contribution retirement
scheme administered by an independent trustee.
All contributions to the MPF Scheme are charged
to profit or loss as incurred and reduced by
contributions forfeited by those employees who
leave the MPF Scheme prior to vesting fully in
contributions.

The Group also undertakes mandatory pension
schemes covering retirement benefits for its Taiwan
employees as required by relevant legislations and
regulations in Taiwan.

The employees of the Group's subsidiary which
operate in mainland China are required to
participate in a central pension scheme operated by
the local municipal government. The contributions
are charged to the consolidated statement of profit
or loss as they become payable in accordance with
the rules of the central pension scheme.

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

The tax currently payable is based on taxable
profit for the year. Taxable profit differs from
profit as reported in the consolidated statement
of profit or loss and other comprehensive income
because it excludes items of income or expense
that are taxable or deductible in other years and
it further excludes 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.

AEBERBEBRBIMERESF
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Deferred tax is recognised on temporary differences
between the carrying amounts of assets and
liabilities in the consolidated financial statements
and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities
are generally recognised for all taxable temporary
differences. Deferred tax assets are generally
recognised for all deductible temporary differences
to the extent that it is probable that taxable profits
will be available against which those deductible
temporary differences can be utilised. Such deferred
tax assets and liabilities are not recognised if the
temporary difference arises from 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 associated with investments
in subsidiaries, except where the Group is able to
control the reversal of the temporary difference
and it is probable that the temporary difference will
not reverse in the foreseeable future. Deferred tax
assets arising from deductible temporary differences
associated with such investments and interests are
only recognised to the extent that it is probable that
there will be sufficient taxable profits against which
to utilise the benefits of the temporary differences
and they are expected to reverse in the foreseeable
future.

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

Deferred tax assets and liabilities are measured
at the tax rates that are expected to apply in the
period in which the liability is settled or the asset
realised, based on tax rates (and tax laws) that have
been enacted or substantively enacted by the end of
the reporting period.
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For the year ended 31 December 2018 #HZE—ZT— \F+-_A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

()

(m)

(n)

Taxation (continued)
Deferred tax (continued)

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

Current and deferred tax for the year

Current and deferred tax are recognised in profit
or loss, except when they relate to items that
are recognised in other comprehensive income
or directly in equity, in which case, the current
and deferred tax are also recognised in other
comprehensive income or directly in equity
respectively.

Inventories

Inventories are stated at the lower of cost and net
realisable value. In general, costs are assigned to
individual items on a weighted average basis. Net
realisable value is the price at which inventories
can be sold in the normal course of business after
allowing for the costs of realisation.

Trade and other receivables

Trade and other receivables are recognised initially
at fair value and subsequently measured at
amortised cost using the effective interest method,
less allowance for impairment. An allowance
for impairment of trade and other receivables
is established when there is objective evidence
that the Group will not be able to collect all
amounts due according to the original terms of
receivables. The amount of the allowance is the
difference between the asset’s carrying amount
and the present value of estimated future cash
flows, discounted at the effective interest rate. The
amount of the allowance is recognised in the profit
or loss.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018 #HZE-ZT—\F+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FES:HHREME &)
POLICIES (continued)
(0) Loan receivables (o) EWER

Loan receivables are secured corporate loan granted
to customers in the ordinary course of business. If
collection of loan receivables is expected in one year
or less, they are classified as current assets. If not,
they are presented as non-current assets.

Loan receivables are recognised initially at fair value
and subsequently measured at amortised cost using

EREFRRRBAELEXRBERR
BEPREZAEMREEER
AR —FRARKEEKE
;o ADBAREEE - i FE L0
bt RIBIEIE R B B E -

FURERELEEZAFEEARK:
HERRAERMNERR D HHK

the effective interest method, less provision for NGB RERETE -
impairment.

(p) Interest receivables (p) EWFE
Interest receivables are interest derived from secured EWA BRI AT EEBEFRM
corporate loan granted to customers in the ordinary EEREEERCEERESE
course of business. ZHE e
Interest receivables are recognised initially at fair JEW A BB RBRAFEEAR:
value and subsequently measured at amortised cost Hig KA BRI R AR EIHK
using the effective interest method, less provision RN ERETE-
for impairment.

(9g) Financial instruments (q) I A

(upon application of HKFRS 9)

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

(REREBHHREERFEI
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For the year ended 31 December 2018 #HZE—ZT— \F+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FES:HHREME &)
POLICIES (continued)

(g) Financial instruments (continued)

(q) €®MIA (&)

(upon application of HKFRS 9) (continued)

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

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

Interest and dividend income which are derived
from the financial assets and shareholders’ rights
are presented as other revenue and other income.
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For the year ended 31 December 2018 #HZE-ZT—\F+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FES:HHREME &)
POLICIES (continued)

(9) Financial instruments (continued) (q) €I H (&)
(upon application of HKFRS 9) (continued) (REREEBRBHREERIZEI
pe) (&)
Financial assets THEE
Classification and subsequent measurement of CREEZSHERAEE
financial assets
Financial assets that meet the following conditions REATHREzEREERZR
are subsequently measured at amortised cost: B A E
e  the financial asset is held within a business s ZemMEBEERKIUKRE
model whose objective is to collect contractual HWReERERTEESRE
cash flows; and ERBENZEEEXTH
gk
e the contractual terms give rise on specified s HBRAKBRNETBHES
dates to cash flows that are solely payments of ZEEREMARBINAR
principal and interest on the principal amount ERREEREZHE -

outstanding.

Financial assets that meet the following conditions RETIGRMrzemEER KR

are subsequently measured at FVTOCI: ANEBEFAHEME WS

=

e the financial asset is held within a business s ZeMEERRLAKRE
model whose objective is achieved by both AReRERLESRE
collecting contractual cash flows and selling; ERENZEEEATHE
and g &

e the contractual terms give rise on specified ° AABRRNIEETBEHEL
dates to cash flows that are solely payments of ZHEREMBER/INAR
principal and interest on the principal amount ERREEREZHE -
outstanding.

All other financial assets are subsequently measured FIEEMERMEERRIZATE

at FVTPL, except that at the date of initial Bt ABRTE - HEREXER

application/initial recognition of a financial asset the SEREReREEE R A&

Group may irrevocably elect to present subsequent B P AN AR R R H A 2

changes in fair value of an equity investment in OClI HWmZ25REREATFEZE

if that equity investment is neither held for trading BEE W ERERE LIRS
nor contingent consideration recognised by an EBE  MIERBE IR EBE BB
acquirer in a business combination to which HKFRS HMEEREIRELESGIFER

3 Business Combinations applies. ZEBEHPERZIARE -

1 06 Guoan |




(upon application of HKFRS 9) (continued)

A financial asset is classified as held for trading if:

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

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

o it is a derivative that is not designated and
effective as a hedging instrument.

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

Interest income is recognised using the effective
interest method for financial assets measured
subsequently at amortised cost. Interest income is
calculated by applying the effective interest rate to
the gross carrying amount of a financial asset, except
for financial assets that have subsequently become
credit-impaired (see below). For financial assets that
have subsequently become credit-impaired, interest
income is recognised by applying the effective
interest rate to the amortised cost of the financial
asset from the next reporting period. If the credit risk
on the credit-impaired financial instrument improves
so that the financial asset is no longer credit-
impaired, interest income is recognised by applying
the effective interest rate to the gross carrying
amount of the financial asset from the beginning of
the reporting period following the determination that
the asset is no longer credit impaired.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FES:HHREME &)

POLICIES (continued)

(g) Financial instruments (continued)

(q) €®MIA (&)

108

Guoan |

(upon application of HKFRS 9) (continued)

Financial assets (continued)

Classification and subsequent measurement of
financial assets (continued)

Financial assets at FVTPL

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

Financial assets at FVTPL are measured at fair value
at the end of each reporting period, with any fair
value gains or losses recognised in profit or loss. The
net gain or loss recognised in profit or loss excludes
any dividend or interest earned on the financial
asset and is included in the "other revenue and
other income” line item.

Impairment of financial assets

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

Lifetime ECL represents the ECL that will result
from all possible default events over the expected
life of the relevant instrument. In contrast, 12m
ECL represents the portion of lifetime ECL that
is expected to result from default events that are
possible within 12 months after the reporting
period. Assessment are done based on the Group’s
historical credit loss experience, adjusted for factors
that are specific to the debtors, general economic
conditions and an assessment of both the current
conditions at the reporting period as well as the
forecast of future conditions.
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Notes to the Consolidated Financial Statements
FEMBEREME
For the year ended 31 December 2018 #HZE—_ZT—\F+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FES:HHREME &)
POLICIES (continued)

(g) Financial instruments (continued)

(q) €®MIA (&)

(upon application of HKFRS 9) (continued)

Financial assets (continued)
Impairment of financial assets (continued)

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

Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group
compares the risk of a default occurring on the
financial instrument as at the reporting period
with the risk of a default occurring on the financial
instrument as at the date of initial recognition.
In making this assessment, the Group considers
both quantitative and qualitative information that
is reasonable and supportable, including historical
experience and forward-looking information that is
available without undue cost or effort.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FES:HHREME &)

POLICIES (continued)

(g) Financial instruments (continued)

(q) €®MIA (&)
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(upon application of HKFRS 9) (continued)

Financial assets (continued)
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:

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

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

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

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

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

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

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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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FES:HHREME &)
POLICIES (continued)

(g) Financial instruments (continued)

(q) €®MIA (&)

(upon application of HKFRS 9) (continued)

Financial assets (continued)
Impairment of financial assets (continued)
Definition of default

For internal credit risk management, the Group
considers an event of default occurs when
information developed internally or obtained from
external sources indicates that the debtor is unlikely
to pay its creditors, including the Group, in full.

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

Credit-impaired financial assets

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

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

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

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

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

(e) the disappearance of an active market for that
financial asset because of financial difficulties.
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(9) Financial instruments (continued) (q) €I H (&)
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(upon application of HKFRS 9) (continued)

(RERZEHBFREERFI
SEik) (&)

Financial assets (continued) EREE (&)
Impairment of financial assets (continued) EREERE (&)
Write-off policy 55 B R

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

Measurement and recognition of ECL

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

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

Where ECL is measured on a collective basis or
cater for cases where evidence at the individual
instrument level may not yet be available, the
financial instruments are grouped on the following
basis:
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FES:HHREME &)
POLICIES (continued)

(g) Financial instruments (continued)

(q) €®MIA (&)

(upon application of HKFRS 9) (continued)

Financial assets (continued)
Impairment of financial assets (continued)

Measurement and recognition of ECL (continued)

o Nature of financial instruments (i.e. the Group’s
trade and other receivables and amounts due
from customers are each assessed as a separate
group. Loans to related parties are assessed for
expected credit losses on an individual basis);

° Past-due status;

. Nature, size and industry of debtors; and

External credit ratings where available.

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

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

The Group recognises an impairment gain or loss
in profit or loss for all financial instruments by
adjusting their carrying amount, with the exception
of trade receivables where the corresponding
adjustment is recognised through a loss allowance
account.
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(before application of HKFRS 9 on 1 January 2018)

Classification and subsequent measurement of
financial assets

(R=ZFB-NF—HA—HERZE
BRI IR &R E 95T AT)
EREEC D ERERSE

Financial assets and financial liabilities are E—SEEBNAIASAKK
recognised when a group entity becomes a party to Z—hkK SRATHEELS
the contractual provisions of the instrument. BEE-

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 fair value
through profit or loss) are added to or deducted
from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities
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at fair value through profit or loss are recognised R o
immediately in profit or loss.
Financial assets EHEE

Financial assets are classified into the following
specified categories: financial assets at fair value
through profit or loss (“FVTPL"), available-for-sale
("AFS") financial assets and loans and receivables.
The classification depends on the nature and
purpose of the financial assets and is determined
at the time of initial recognition. All regular way
purchases or sales of financial assets are recognised
and derecognised on a trade date basis. Regular
way purchases or sales are purchases or sales
of financial assets that require delivery of assets
within the time frame established by regulation or
convention in the marketplace.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FES:HHREME &)
POLICIES (continued)

(g) Financial instruments (continued)

(q) €®MIA (&)

(before application of HKFRS 9 on 1 January 2018)
(continued)

Financial assets (continued)

Classification and subsequent measurement of
financial assets (continued)

Effective interest method

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

Interest income is recognised on an effective interest
basis for financial assets other than those financial
assets classified as at fair value through profit or
loss.
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(before application of HKFRS 9 on 1 January 2018) (R=ZZF—NF—HA—HEHR

(continued) BB B ERIFE I AT)
(&)

Financial assets (continued) THEE (&)

Classification and subsequent measurement of CTREECOBRNKAREENE

financial assets (continued) (#&)

Financial assets at FV/TPL BEBEmANTFEEIEKZ 2
it & EE

Financial assets are classified as at FVTPL when
the financial asset is either held for trading or it is
designated as at FVTPL. A financial asset is classified
as held for trading if:
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e it has been acquired principally for the purpose e BASHREEFZ(ERH
of selling it in the near term; or HERSZ %

e on initial recognition it is part of a portfolio of e RNYIFHEREK HEKXK
identified financial instruments that the Group %@é{ﬁ%fi,z%mﬂlﬂ
manages together and has a recent actual ZHEEHEe 2 —HMBH KA
pattern of short-term profit-taking; or EREEREHERNE

= 5k

e it is a derivative that is not designated and o HRRWKETEKLAIABBE
effective as a hedging instrument. REHMTARZITET R

A financial asset other than a financial asset held for
trading may be designated as at FVTPL upon initial
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recognition if: BamUAATFEESIR M-
e such designation eliminates or significantly s FIEELBERNUNEEIK
reduces a measurement or recognition i8Rk > Al A 3R AT = o i

inconsistency that would otherwise arise; or

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

it forms part of a contract containing one
or more embedded derivatives, and HKAS
39 Financial Instruments: Recognition and
Measurement permits the entire combined
contract to be designated as at FVTPL.
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(before application of HKFRS 9 on 1 January 2018)
(continued)

Financial assets at FVTPL are stated at fair value,
with any gains or losses arising on remeasurement
recognised in profit or loss. The net gain or loss
recognised in profit or loss incorporates any
dividend or interest earned on the financial assets.

AFS financial assets are non-derivatives that are
either designated as AFS or are not classified as
(a) loans and receivables, (b) held-to-maturity
investments or (c) financial assets at FVTPL.

Equity and debt securities held by the Group that
are classified as AFS financial assets and are traded
in an active market are measured at fair value
at the end of each reporting period. Changes in
the carrying amount of AFS monetary financial
assets relating to interest income calculated using
the effective interest method and dividends on
AFS equity investments are recognised in profit
or loss. Other changes in the carrying amount
of AFS financial assets are recognised in other
comprehensive income and accumulated under the
heading of investments revaluation reserve. When
the investment is disposed of or is determined to
be impaired, the cumulative gain or loss previously
accumulated in the investments revaluation reserve
is reclassified to profit or loss.

AFS equity investments that do not have a quoted
market price in an active market and whose fair
value cannot be reliably measured and derivatives
that are linked to and must be settled by delivery of
such unquoted equity investments are measured at
cost less any identified impairment losses at the end
of each reporting period.
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(before application of HKFRS 9 on 1 January 2018)
(continued)

Loans and receivables (including loan and interest
receivables, trade receivables, deposits and other
receivables, pledged time deposits and cash and
bank balances) are non-derivative financial assets
with fixed or determinable payments that are not
qguoted in an active market. Loans and receivables
are measured at amortised cost using the effective
interest method, less any impairment.

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

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

For AFS equity investments, a significant or
prolonged decline in the fair value of the security
below its cost is considered to be objective evidence
of impairment.

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

o significant financial difficulty of the issuer or
counterparty; or

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

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

o the disappearance of an active market for that
financial asset because of financial difficulties.
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(before application of HKFRS 9 on 1 January 2018)
(continued)

For certain categories of financial assets, such as
trade receivables, assets that are assessed not to be
impaired individually are, in addition, assessed for
impairment on a collective basis. Objective evidence
of impairment for a portfolio of receivables could
include the Group’s past experience of collecting
payments, an increase in the number of delayed
payments in the portfolio past the average credit
period, as well as observable changes in national
or local economic conditions that correlate with
default on receivables.

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

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

The carrying amount of the financial asset is
reduced by the impairment loss directly for all
financial assets with the exception of trade
receivables, where the carrying amount is reduced
through the use of an allowance account. Changes
in the carrying amount of the allowance account are
recognised in profit or loss. When a trade receivable
is considered uncollectible, it is written off against
the allowance account. Subsequent recoveries of
amounts previously written off are credited against
the allowance account.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FES:HHREME &)

POLICIES (continued)

(g) Financial instruments (continued)
(before application of HKFRS 9 on 1 January 2018)
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(continued)

Financial assets (continued)

Classification and subsequent measurement of
financial assets (continued)

Impairment of financial assets (continued)

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

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

In respect of AFS equity investments, impairment
losses previously recognised in profit or loss are
not reversed through profit or loss. Any increase
in fair value subsequent to an impairment loss is
recognised in other comprehensive income and
accumulated under the heading of investment
revaluation reserve. In respect of AFS debt
investments, impairment losses are subsequently
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reversed through profit or loss if an increase in HEM ABEBEgENARE
the fair value of the investment can be objectively BEmEE -

related to an event occurring after the recognition
of the impairment loss.

Financial liabilities and equity instruments tREERERZTA
Classification as debt or equity pag W= f,%ffk X m
Debt and equity instruments issued by a group SEEEE E’Jﬁﬁ%&%fmlﬂ

entity are classified as either financial liabilities or
as equity in accordance with the substance of the
contractual arrangements and the definitions of a
financial liability and an equity instrument.
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Notes to the Consolidated Financial Statements
S MR EME

For the year ended 31 December 2018 #HZE—ZT— \F+-_A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING 3. FE=HBEEHE (&)
POLICIES (continued)

(g) Financial instruments (continued)

(q) €®MIA (&)

(before application of HKFRS 9 on 1 January 2018)
(continued)

Financial liabilities and equity instruments
(continued)

Equity instruments

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

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

Other financial liabilities

Other financial liabilities (including trade payables,
accrued charges and other payables, loan from
the immediate holding company, loan from the
ultimate holding company and bank borrowings) are
subsequently measured at amortised cost using the
effective interest method.

Effective interest method

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

Interest expense is recognised on an effective
interest basis other than financial liabilities classified
as at FVTPL.
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(before application of HKFRS 9 on 1 January 2018)
(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 continues
to recognise the asset to the extent of its continuing
involvement and recognises an associated liability.
If the Group retains substantially all the risks and
rewards of ownership of a transferred financial
asset, the Group continues to recognise the
financial asset and also recognises a collateralised
borrowing for the proceeds received.

On derecognition of a financial asset in its entirety,
the difference between the asset’s carrying amount
and the sum of the consideration received and
receivable and the cumulative gain or loss that had
been recognised in other comprehensive income
and accumulated in equity is recognised in profit or
loss.

The Group derecognises financial liabilities when,
and only when, the Group’s obligations are
discharged, cancelled or they expire. The difference
between the carrying amount of the financial
liability derecognised and the consideration paid
and payable is recognised in profit or loss.

At the end of each reporting period, the Group
reviews the carrying amounts of its tangible assets
with finite useful lives to determine whether there
is any indication that those assets have suffered an
impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in
order to determine the extent of the impairment
loss (if any).
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For the year ended 31 December 2018 #HZE—ZT— \F+-_A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(r)

(s)

(t)

Impairment of tangible assets (continued)

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

If the recoverable amount of an asset (or a cash-
generating unit) is estimated to be less than its
carrying amount, the carrying amount of the
asset (or the cash-generating unit) is reduced to
its recoverable amount. An impairment loss is
recognised immediately in profit or loss.

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

Cash and cash equivalents

Cash and cash equivalents include cash in hand,
deposits held at call with banks and other short-
term highly liquid investments with original
maturities of three months or less.

Provisions

Provisions are recognised when the Group has a
present obligation (legal or constructive) as a result
of a past event, it is probable that the Group will
be required to settle the obligation, and a reliable
estimate can be made of the amount of the
obligation.
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The amount recognised as a provision is the
best estimate of the consideration required to
settle the present obligation at the end of the
reporting period, taking into account the risks and
uncertainties surrounding the obligation. When
a provision is measured using the cash flows
estimated to settle the present obligation, its
carrying amount is the present value of those cash
flows (where the effect of the time value of money
is material).

When some or all of the economic benefits required
to settle a provision are expected to be recovered
from a third party, a receivable is recognised as an
asset if it is virtually certain that reimbursement will
be received and the amount of the receivable can be
measured reliably.

A contingent liability is a possible obligation that
arises from past events and whose existence will
only be confirmed by the occurrence or non-
occurrence of one or more uncertain future events
not wholly within the control of the Group. It
can also be a present obligation arising from past
events that is not recognised because it is not
probable that outflow of economic resources will
be required or the amount of obligation cannot
be measured reliably. A contingent liability is not
recognised but is disclosed in the notes to the
consolidated financial statements. When a change
in the probability of an outflow occurs so that
outflow is probable, they will then be recognised as
a provision.

A contingent asset is a possible asset that arises
from past events and whose existence will be
confirmed only by the occurrence or non-occurrence
of one or more uncertain future events not wholly
within the control of the Group. A contingent asset
is not recognised but is disclosed in the notes to the
consolidated financial statements when an inflow
of economic benefits is probable. When inflow is
virtually certain, an asset is recognised.
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Notes to the Consolidated Financial Statements
S MR EME

For the year ended 31 December 2018 #HZE—_ZT—\F+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FES:HHREME &)
POLICIES (continued)
(v) Related parties (v) EBEAL

(@) A person, or a close member of that person’s (@ MWBMATAL AlZATL

family, is related to the Group if that person: HEATHEEHRKRENX E
HAEBEBME

() has control or joint control over the () ATHE Sk R ) AR
Group; 58

(i) has significant influence over the Group; (i HArxEEFE
or 25

(iii) is a member of the key management (i) AAEEFIAEEE
personnel of the Group or the Group's Nl FBEEAER
parent. 2B e

(b) An entity is related to the Group if any of the (b) WFFE T 5 E A& - B
following conditions applies: ERELREEEHE

() The entity and the Group are members of () ZERAXRSEBEER
the same group (which means that each —SBZKERA
parent, subsidiary and fellow subsidiary is (BNEERAF-HWEA
related to the others). CIAEESE1 NG

LB REE) -

(i) One entity is an associate or joint venture (i —HEBRE—EB
of the other entity (or an associate or ZHMEREREER
joint venture of a member of a group of Al (HE—EBA/K
which the other entity is a member). BRARZEBEKER

AlZHEREIHEE
YNCIDR

(i) Both entities are joint ventures of the (i) MEELBHAER— Tﬁ%
same third party. NBE 2z & ERT]

(iv) One entity is a joint venture of a third vy, —HERBB/H K
entity and the other entity is an associate PEE%EZ(:\%Q al;
of the third entity. s —ERBARR—#

NEEERBZBER
m o

(v) The entity is a post-employment benefit v) ERBAAEEFHER

plan for the benefit of employees of SEfHMECERE

(vi)

either the Group or an entity related to
the Group. If the Group is itself such a
plan, the sponsoring employers are also
related to the Group.

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

(vi)
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3.

Guoan |

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(v) Related parties (continued)

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

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

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

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

A transaction is considered to be a related
party transaction when there is a transfer of
resources and obligations between related
parties.

FINANCIAL INSTRUMENTS

Financial risk management objectives and policies

The Group’s major financial instruments include AFS
financial assets, loan and interest receivables, trade
receivables, deposits and other receivables, financial
assets at FVTPL, pledged time deposits, cash and bank
balances, trade payables, accrued charges and other
payables, loan from the immediate holding company,
loan from the ultimate holding company and bank
borrowings. Details of these financial instruments and the
policies on how to mitigate these risks are set out below.
The management manages and monitors these exposures
to ensure appropriate measures are implemented on a
timely and effective manner.

3.
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For the year ended 31 December 2018 #HZE—_ZT—\F+-_A=+—HILFE

FINANCIAL INSTRUMENTS (continued) 4.

Financial risk management objectives and policies
(continued)

€T H &)
CHEAREEEERKE (&)

At At
31 December 31 December
2018 2017

R=ZF-N& RZFT—tF
tT=R=t+-B +-A=t+—H

HK$’000 HK$000
BEFT BET T
Financial assets EWMEE
Loans and receivables (including cash ENRERZGE (BERs K
and bank balances) RITHERR) - 101,408
AFS financial assets AEHESREE - 5,950
Financial assets measured at REEKAFTELZ
amortised cost SHMEE 71,195 =
Financial assets at FVTPL BREZUATEEIIRZ
CRIEE 16,390 240
Financial liabilities SREE
Amortised costs BB A AR 101,259 53,215
Financial risk factors SREREZE

The Group is exposed to a variety of financial risks:
market risk (including foreign exchange risk, cash
flow and fair value interest rate risk and price risk),
credit risk and liquidity risk, which result from both its
operating and investing activities. 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.

Management regularly manages the financial risks of the
Group. Because of the simplicity of the financial structure
and the current operations of the Group, no major
hedging activities are undertaken by management.
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4. FINANCIAL INSTRUMENTS (continued)

Financial risk factors (continued)
(a) Market risk

Guoan |

Foreign exchange risk

The Group operates mainly in Hong Kong and
is exposed to foreign exchange risk arising from
various currency exposures, primarily with respect
to United States Dollars, Singapore Dollars and
Renminbi. Foreign exchange risk arises from the
foreign currency denomination of commercial
transactions, assets and liabilities. The Group has
no significant direct exposure to foreign currencies
as most of the commercial transactions, assets and
liabilities are denominated in a currency same as the
functional currency of each entity of the Group.

Cash flow and fair value interest rate risk

The Group considers that there is no significant fair
value interest rate risk as the Group does not have
fixed rate borrowings.

The Group is mainly exposed to cash flow interest
rate risk in relation to variable rate bank balances
and a variable rate bank borrowing carrying
prevailing interest rates at Hong Kong Interbank
Offered Rate (HIBOR).

The Group currently does not have an interest rate
hedging policy. However, the management monitors
interest rate exposure and will consider hedging
significant interest rate exposure should the need
arise.

In the opinion of the Directors, the reasonably
possible change in interest rates for bank
balances and the variable rate bank borrowing is
insignificant. No sensitivity analysis is presented.

Price risk

The Group’s equity investments classified as
financial assets at FVTPL which is measured at
fair value at the end of each reporting period and
expose the Group to price risk.
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The Group’s equity price risk is mainly concentrated
on listed equity securities which quoted on the
Stock Exchange. The management will monitor the
price movements and take appropriate actions when
it is required.

No sensitivity analysis is presented as the Group’s
financial results are not significantly affected by
equity investment price risk.

The credit risk of the Group mainly arises from bank
balances, pledged time deposits, loan and interest
receivables, trade receivables, deposit and other
receivables. The carrying amounts of these balances
represent the Group’s maximum exposure to credit
risk in relation to financial assets.

In respect of cash deposited at banks, the credit risk
is considered to be low as the counterparties are
reputable banks. The existing counterparties do not
have defaults in the past. Therefore, expected credit
loss rate of cash at bank is assessed to be close to
zero and no provision was made as of 31 December
2018.

The Group applies the simplified approach to
provide for expected credit losses prescribed by
HKFRS 9, which permits the use of the lifetime
expected credit loss provision for all trade
receivables. To measure the expected credit losses,
trade receivables have been grouped based on
shared credit risk characteristics. The Group has
performed historical analysis and identified the
key economic variables impacting credit risk
and expected credit loss. It considers available
reasonable and supportive forward-looking
information.
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4. FINANCIAL INSTRUMENTS (continued) 4. €WMI A (#)
Financial risk factors (continued) cREBREE (&)
(b) Credit risk (continued) (b) EERM (&)
As at 31 December 2018, trade receivables that RZE-N\F+ZA=+—8"
are individually significant have been separately ERBERZ EBWE S HRHKEE
assessed for impairment. The Group makes periodic BETHREN G AEBRER
assessments on the recoverability of the receivables FrzERRER BEEFELHE
based on the background and reputation of the KR 4850 T BRRT (A R IE 2
customers, historical settlement records and past A Yz (B o
experience.
The Group's concentration of credit risk by AEERMWRE S 2 EEETE
geographical location is mainly in Hong Kong. MEBMREB-
The Group also has concentration of credit risk by REENMEREFENDZEES
customers of approximately 68% (2017: 48%) and REkE - AREWE S ERKERE
91% (2017: 91%) of total trade receivables was 2 K168% (ZZE—+F:48%)
due from the Group’s largest customer and the two £91% (ZFE—EF:91% )%
largest customers respectively. AMREAEEZHZAEP RMA
BF-
The Group performs ongoing credit evaluation of REBEHERF 2 BN EST
its customers’ financial condition and requires no RECEET G UEMERP
collateral from its customers. The impairment loss ERER M - EKE SRR
in trade receivables is based upon a review of the BEBIREMRE RIE 5RX
expected collectability of all trade receivables. 2 T8 B AT W Bl 15 5 2 Y Al i 1
4o
The Group measures loss allowances for trade AEBUAGRBEEREAE S
receivables at an amount equal to lifetime ECLs, HEMEEBETEE S RUER
which is calculated using a provision matrix. As RZEBERE BRAEEZR
the Group’s historical credit loss experience does FIEEEBBERITIERBIRAE
not indicate significantly different loss patterns for FPofzEBEEXAGHREE
different customer segments, the loss allowance B QimE—FTRHOTEETDT
based on past due status is not further distinguished B &P B iR E Bk RN 2 B 1R %
between the Group's different customer bases. 1 o

1 30 Guoan |




In order to minimise the credit risk, the
management has delegated a team responsible
for determination of credit limits, credit approvals
and other monitoring procedures to ensure that
follow-up action is taken to recover overdue
debts. In addition, the Group performs impairment
assessment under ECL model upon application
of HKFRS 9 (2017: incurred loss model) on trade
balances individually or based on provision matrix.
In this regard, the directors consider that the
Group's credit risk is significantly reduced. There is
no adjustment for the provision of expected credit
loss on the initial application of HKFRS9.

The Directors considered the credit risk of the
Group’s loan and interest receivables and deposit
and other receivables is relatively low as they
have a low risk of default and the issuer has a
strong capacity to meet its contractual cash flow
obligations in the near term.

The Group manages its liquidity risk by regularly
monitoring current and expected liquidity
requirements and ensuring sufficient cash and
cash equivalent to meet the Group’'s liquidity
requirements in the short and long term.
In addition, the management of the Group
continuously monitors forecast and actual cash
flows and matches the maturity profiles of financial
assets and liabilities.

The following table details the Group’s remaining
contractual maturities for its non-derivative financial
liabilities. The tables below have been drawn
up based on the contractual maturities of the
undiscounted financial liabilities including interest
that will accrue to those liabilities except when the
Group is entitled and intends to repay the liability
before its maturity.
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AfrEcRAE EEXFAE
MRt 2 FLE (A& B A 7 K
REHMEEZ B BRI 26
WBIEAB R MRS
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e EME

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

4. FINANCIAL INSTRUMENTS (continued) 4. TRI R (&)
Financial risk factors (continued) cHREBEE (&)
(c) Liquidity risk (continued) () mBELREEE (&)
At 31 December 2018 R=-ZFB-NE+=ZA=+-—H
Weighted Total
average contractual Total
effective Within ~ Between 1 Over undiscounted carrying
interest rate 1year and5 years Syears cash flow amount
e CLERE B

RRAE R OIEESER BBSE  SREER  4KAEE
HKS000  HKS000  HKS000  HKS'00  HKS'000
E¥Tr  ERFn BB ERTn BRI

Non-derivative financial liabilities {74 & REE

Trade payables ERE5ER - 10,540 - - 10,540 10,540
Accrued charges and other payables [t & R {1 3108 - 52,663 - - 52,663 52,663

Loan from the ultimate SEBRAFER
holding company - 3,556 - - 3,556 3,556
Bank borrowings RafE 437% 34,546 - - 34,546 34,500
101,305 - - 101,305 101,259

1 32 Guoan International Limited A
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For the year ended 31 December 2018 #HZE—_ZT—\F+-_A=+—HILFE

FINANCIAL INSTRUMENTS (continued) 4, €T R (&)
Financial risk factors (continued) cREREE (&)
(c) Liquidity risk (continued) (c) "EELREE (&)
At 31 December 2017 R-ZB—tF+-_HA=+—H
Weighted Total
average contractual Total
effective Within -~ Between 1 Over  undiscounted carying
interest rate Tyear  and 5 years Syears  cash flow amount
g3 aATER
TR 1R 1EE5ER BESF  ERELE  SKREE
HKS 000 HKS'000 HK$'000 HK$'000 HK$ 000
E¥Fr  BEFr RBETT EETn BT
Non-derivative financial liabilities %74 £BEE
Trade payables ERE5ERN - 1,09 - - 1,09 1,09
Accrued charges and other payables  [EzF & 3 R E (1308 - 43,904 - = 43,904 43,904
Loan from the ultimate SRERAAER
holding company - 3,602 - - 3,602 3,602
Bank borrowings BBEE 3.38% 4,507 = = 4,507 4,500
53,222 - - 5322 53215

Fair value of financial instruments

Fair value of the Group’s financial assets that are
measured at fair value on a recurring basis

Some of the Group’s financial assets are measured at fair
value at the end of each reporting period. The following
table gives information about how the fair values of
these financial assets are determined (in particular, the
valuation technique(s) and inputs used), as well as the
level of fair value hierarchy into which the fair value
measurements are categorised (levels 1 to 3) based
on the degree to which the inputs to the fair value
measurements are observable.

EMIAZAFEERE
BEEMBEEL N FEEFEZAE
EEC2@BEEZ A FEE
REBFNESMEENSREPRIE
ANFEBEFE TRIBEABRER
FEEAEZHASEZTEHEEE
MAET%EeMEEZ AT EAE
(B RIRATEA 2 M ERT RE AR
B) UARBEAFEETERS D
ZATEBEER (BIREHEIL)Z
BHL o
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For the year ended 31 December 2018 #HZE-ZT—\F+-_A=+—HILFE

4. FINANCIAL INSTRUMENTS (continued) 4, €T R (&)
Fair value of financial instruments (continued) SRMIAZAFEEE(A)
Fair value of the Group’s financial assets that BEEMEEL L FEETEZR
are measured at fair value on a recurring basis KEzEREEZ N FEE(E)
(continued)
Fairvalue at  Fair value at Valuation
31 December 31 December Fair value techniques
2018 2017 hierarchy and key inputs

RIE-NE RFT—+F
+ZRA=+- +zZA=1+- AFEE HEEMR

A2RYEE BZATERE BR TE@ANE
HK$'000 HK$'000

BETT BETT

Financial assets tHEE
Financial assets at FVTPL BEBRBEEAATEEYR
- Listed equity securities — IR AR 1,840 240 Level 1 Quoted bid
F 14, prices in active
markets
ERMIZHMRE
N
— Unlisted club debentures —FEBEBERARYF 14,550 = Level 2 Market
presented as financial BEWEZEREE comparison
assets at FVTPL ZARETEMES mHLR
There were no transfers between Level 1, 2 and 3 in the RAEE, FEXBEHE FESE
current and prior period/year. 148 - 24 R B34 2 R e o
Except the above financial assets that are measured at bR bR B EEN AT EBEFE
fair value on a recurring basis, the Directors consider that LERMEEN EERE RBEH
the carrying amounts of financial assets and financial AERGEMBREPERZEHME
liabilities recognised in the consolidated financial EkenaBEREmEEAEQNTEEE
statements approximate their fair values at the end of the 5o

reporting period.

1 34 Guoan |
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For the year ended 31 December 2018 #HZE—_ZT—\F+-_A=+—HILFE

FINANCIAL INSTRUMENTS (continued)

Capital risk management

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

The capital structure of the Group consists of debts
(which include variable rate bank borrowings, loan from
the immediate holding company and loan from the
ultimate holding company), cash and cash equivalents
and equity attributable to owners of the Company,
comprising issued share capital and reserves. The
Directors review the capital structure on a continuous
basis. As part of this review, the Directors consider the
cost of capital and the risks associated with capital. Based
on recommendations of the Directors, the Group will
balance its overall capital structure through the payment
of dividends, issuance of new share as well as the
addition of new borrowings.

4.

€RMIEH &)

EAABEE
AEBEBREEAURREAEE B
BAERNBETHRERY TEBARE
P BRSBTS AR
SAER o ANE Y BE IS BB
FEERBIETE

AEEZEARBHES (BEFP
MERITEE BEEERIFAERR
ERERARER) RERREF
EMERARBEE ANEIEREE (B
BEETRARFER) AKX - EFRITE
EERFSEARB - EFRRERT
—HD EFEREARAREERN
ERzER - REBEEEZER A&
BB B A BB BITH RO K
HEEVEEBEREARE
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4.

Guoan |

—N\F+ZA=+—HLFE

FINANCIAL INSTRUMENTS (continued) 4, €T R (&)
Capital risk management (continued) EXERERE (4)
The Group monitors its capital on the basis of the gearing AEBENEERNREEZEEARE
ratio of borrowings over total assets. The Group aims to EAEEREZEHEER  REEK
maintain the gearing ratio at a reasonable level. NEEEEBLRERESIEKE-
At At
31 December 31 December
2018 2017
R=Z—-—N\F RITE—+tF
t=A=+—-8 +t-A=+—-H
HK$°000 HK$'000
BT T BT T
Total borrowings (note) BmEE (M) 38,056 8,102
Total assets REE 460,348 432,860
Gearing ratios EEBMEBLEX 8.3% 1.9%
Note: Hfat -
Total borrowings include bank borrowings, loan from the BIEERIERITER EBEERARER
immediate holding company and loan from the ultimate holding MR EERARIER
company.
CRITICAL ACCOUNTING ESTIMATES AND 5. BRI R HE

JUDGEMENTS

In the application of the Group’s accounting policies,
which are described in note 3, the Directors are required
to make judgements, estimates and assumptions about
the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and
associated assumptions are based on historical experience
and other factors that are considered to be relevant.
Actual results may differ from these estimates.

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

R EE3FT it 2 AR B & 5t R
B BEAHREREMIRESE
BzEERBEZREEMELHE-
et R - R F bt REBERE
RIBEEE R R E MG AR 2 E
EFih - ERGERB BN ZFMAEGT -

REBFETHZSMHGREAEAR
R BRHEET 2 BRI R AFHEEETH
F'Eﬁ(ll REBZHM) BT =

LEH RAKEAR  BIAMERTHRE R
*Xﬂﬂfﬁﬁ?&"
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For the year ended 31 December 2018 #HZE—_ZT—\F+-_A=+—HILFE

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

Critical judgements in applying accounting
policies

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

(a) Provision of ECL for trade receivables

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

The provision of ECL is sensitive to changes in
estimates. The information about the ECL on the
Group's trade receivables are disclosed in Notes 4.

5.

ARt R (&)
FEREBUREL 2 ER X

B RfhEr (RT3 SN L RAR
AEERERARE S BRREEL
ZEBRHE ZEERHEHHREHN
BHREAANERA L EHRELREAY
2,

(a) EZRUERRARENEEZR
HMEEBERE
AEEFERREEEFEES 2
BEHEEEE - BEXERAR
EEFRE ERAEFRUE
BERANZ EERANHER &
AHREANE TN BERALE T
BNAI{S M & B Al EMATIE A
o BERE T ERAKRE NS
FROXFE-REREBH
ENFEBERRENE TE
BRTEMEENMNES - i &
BERGHILERRENESE
WER K EBTEEREEES

e

B EER R G R ER
AR - ARAEEE 5 EIE
22 BB ARRARE
AT
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5. CRITICAL ACCOUNTING ESTIMATES AND 5.
JUDGEMENTS (continued)

ATt R (&)

138

(b) Useful lives of property, plant and

()

Guoan |

equipment

The Group estimates the useful lives of property,
plant and equipment to determine the amount of
depreciation expenses to be recorded. The useful
lives are estimated at the time the asset is acquired
based on historical experience, the expected
usage, wear and tear of the assets, and technical
obsolescence arising from changes in the market
demands or service output of the assets. The Group
also performs annual reviews on whether the
assumptions made on useful lives continue to be
valid. The Group tests annually whether the assets
have suffered any impairment. The recoverable
amount of an asset or a cash generating unit is
determined based on value-in-use calculations
which require the use of assumptions and estimates.

Allowance for slow-moving inventories

Inventories are stated at the lower of cost and net
realisable value. Assessment of net realisable value
is based primarily on the latest invoice prices and
current market conditions. The Group also carries
out review of inventories on a product-by-product
basis at the end of each reporting period and makes
allowance for slow-moving items.

(b) WX -BERREZALHF

()

PR

REEBEFTME  WEREHE2
A {EAERR - (e mE T AR
ZHESH AEERBALE
B REBENATLER EECER
FHRE2 BREEE URFEe
BEMSBERKEENER
SmEKBK G EAFERSE
R-AEBITEREFHELR
5 AHET S B E R R FRAT
EHZBREBREMABTR - A&
EEFREELETAIR BT
BEELAHBAARE-BEZ
AU el & BBk IR & E BB ThiR
BEAEENE (BERRX
fHErH)EE -

1 IR
TFEHRRA K A B F R
RESEARRESERBITHR
flist o A SRR & IR HIK AR Y
SREMIFE URABER
et B 4




Notes to the Consolidated Financial Statements
FEMBEREME
For the year ended 31 December 2018 #HZE—_ZT—\F+-_A=+—HILFE

5. CRITICAL ACCOUNTING ESTIMATES AND 5. BEAESITMTRAE &)
JUDGEMENTS (continued)

(d) Determining whether the acquisition (d) BETWBEHNBARREEA—
of subsidiary constituted a business HEKE B
combination
Management determines whether the acquisition EREERATHERFERER
of subsidiary constituted acquisition of assets and T 1 /2 TE W AE BT /B & B = & B R
liabilities or business combination by assessing WEEERBBRHEBEI %
if there is business acquired. The three elements Brz=HEXR/BWA £EBR
of business are input, process and output. EEit -ERERNKRERSED
Management exercises judgements to determine if HEAEEREBAREZER -
these elements were acquired in the Acquisition. WEBHBARTRBEZEE
If the acquired subsidiary did not contain these = RIEEERKRERBARIA
elements, management will account for the RIVEKMBEEREE-
acquisition of subsidiary as acquisition of assets and
liabilities.

6. SEGMENT INFORMATION 6. 7HEHR

The Group's operating segments based on information TIHRAEBRENE HERHKE

reported to the chief operating decision maker (the TR e R = IR AT A i [A) 3 & 8RR

“CODM") for the purpose of resource allocation and E(XEEERKE] ) ME2EH

performance assessment are as follows: FiH:

(i)  Trading of telecommunications and other products () T|AKEMERES

(i) Provision of repair services for telecommunications (i) IREFINEREBRE
products

(iii) Investments in financial assets (i) EMEEKRE

(iv) Money lending business (iv) WMEZES
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For the year ended 31 December 2018 #Z—_ZT—/\F+_A=+—HIFE

6. SEGMENT INFORMATION(continued) 6. THEEHR (&)
Information regarding the Group's reportable segments EHEBEEZE-_ZT—NF+=ZA=1—
for the year ended 31 December 2018 and the fifteen HIEFER#B#Z-_T—tF+_-A
months ended 31 December 2017 is presented as =t—BlETRABEAREEAT®RE
follows: D2 ERZFAT :
(a) Segment revenue and results (a) P HUREREE

For the year ended 31 December 2018
BE-%-\EtCAt-ALER

Provision of

Trading of  repair services for Money

Telecommunications - telecommunications Investments in lending
and other products products  financial assets business Consolidated

EfREL RUEAER tHEE

EREz LBRE RE HExH &a
HKS 000 HK$ 000 HKS 000 HKS 000 HKS 000
BRTn E¥Tr E¥Tr E¥Tr B¥Tr
Revenue Wi 13409 64,678 35 1240 109,712
Segment results NHEE (4,500) (11,134) (864) 1,209 (15,289
Other losses AhER (1,150)
Bank nterest income BHAKA m
Finance costs EAA (251)
Unallocated expenses AORRH (27,263)
Loss before taxation BRiEE (43,841)
Taxation i 4
Loss for the year ENEE (43,837)
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For the year ended 31 December 2018 #HZE—_ZT—\F+-_A=+—HILFE

6. SEGMENT INFORMATION (continued) 6. DEER (&)
(a) Segment revenue and results (continued) (a) DEWRBIREE (£)

For the fifteen months ended 31 December 2017

HP_T—tET-A=t-BitifiA

Provision of
Trading o repair services for Money
Telecommunications ~ telecommunications Investments in lending
and other products products financial assets business Consolidated
w&ﬁﬁh REEAED LREE
Eng% BERHE &E HEEH 548
HK$'000 HK$'000 HK$ 000 HK$ 000 HK$'000

ERTL BRI BETT ERTT ERTL

Revenue e 18,392 97,431 36 167 116,026
Segment results NH5E 8% (10,395) 41 9) (9.467)
Bank interest income RAMSKA 136
Finance costs BB (178)
Unallocated expenses AR (6344
Loss before taxation BHAER (45,853)
Taxation fE (39)
Loss for the period BNER (45,892)
Revenue reported above represents revenue P 2R WREEHINEFEE 2K
generated from external customers. There are no moBE_ZT- \F+_A=1T—H
intersegment sales for the year ended 31 December LHEEYESHBECEE (BHEZT
2018 (fifteen months ended 31 December 2017: —+tF+ZA=+—HLE+HEEAR:
HK$Nil). BEET) -

Segment result represents the result generated /‘*‘Iiﬁi HESDIEECEE
from each segment without allocation of central EORPRITBRA  BIEESH
administrative costs including directors’ salaries, ﬁ*%ﬁlﬁi$ FRENBEEER MK
staff costs, legal and professional fees and taxation. HetkTish D BE 2 B E IR KA D &
This is the measure reported to the CODM for the REMBEBLERARESRE
purpose of resources allocation and assessment of Ao

segment performance.
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For the year ended 31 December 2018 #Z—_ZT—/\F+_A=+—HIFE

6. SEGMENT INFORMATION (continued) 6. DEEHR (&)
(b) Segment assets and liabilities (b) PHBEERERE
As at 31 December 2018
R-8-NF+ZA=1-H
Provision of

Trading of repair services for Money

Telecommunications - telecommunications Investments in lending
and other products products financial assets business Consolidated

EAREM RUSAER THEE

Eng% L8R k& HExH ga
HKS 000 HKS'000 HKS 000 HKS 000 HKS 000
E¥Tr bt bt bt E¥TR
Seqment assets AEE 52,004 10,850 3,13 13,404 80,293

Finandial assets at fairvalue ~ FEBBRNATEIHZ

through profit or loss SHAE 14,550
Unallocated corporate assets AR AFEE 365,505
Consolidated total assets AL EAE 460,348
Segment liabiltes HHaE (9.879) (8.763) - (20) (18,662)
Unallocated corporate liabilties A AEATE (83,201)
Consolidated total iabilites A BREETE (101,863)
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For the year ended 31 December 2018 #HZE—_ZT—\F+-_A=+—HILFE

6. SEGMENT INFORMATION (continued) 6. THEHEHR (&)
(b) Segment assets and liabilities (continued) (b) 7 HEEREE (&)
As at 31 December 2017
RZE-tE+-A=1-H
Provision of

Trading o repair services for Money

Telecommunications ~ telecommunications Investments in lending
and other products products financial assets business Consolidated

sARE  RESAEM SHEE
Engh BERE b e 548
HK$ 000 HKS 000 HKS 000 HK$ 000 HK$ 000
E¥TT B¥T BETT EETFT bt S
Seqment assets PHEE 11,628 12477 3374 10,234 31713
Available-forsale financial A&t HES BEAE

assets 5,950
Unallocated corporate assets  AAERAFEE 389,197
Consolidated total assets A EERE 432,860
Seqment liabilties KHak (618) (8,479) - (20) (9,117)
Unallocated corporate liabities & AEA A& & (44,650)
Consolidated total liabilities 4 EEERE (53,767)

For the purpose of monitoring segment
performance and allocating resources between
segments:

i) All assets are allocated to reportable segments
other than available-for-sale financial assets,
financial assets at fair value through profit or
loss under non-current assets, tax recoverable
and unallocated corporate assets; and

i) All liabilities are allocated to reportable
segments other than deferred tax liabilities and
unallocated corporate liabilities.

FLESHE D BRI R DD #82 ]
WEIRME

) FMBEEIKREZEERN
oL EEREE
FERBEEERTHIAES
BRUAAFEIRZ SR
BE ATREIHIE R KD
FERBEERI: &

i) FMEREBEIEEZHS
B MR IA A E MR
DERBIABERI -
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For the year ended 31 December 2018 #HZE-ZT—\F+-_A=+—HILFE

6. SEGMENT INFORMATION (continued) 6. DEER (&)
(c) Other segment information () HtbpIEH

For the year ended 31 December 2018
BECR-NEt2AzT-HLER

Provision of
Trading of  repair services for Money
Telecommunications  telecommunications Investments in lending
and other products products financial assets business Unallocated Consolidated
EfREH RUEAER 1]
ERg% EERH §ERE HERH 48 g8
HK$ 000 HK$ 000 HKS 000 HKS000 HK$000 HKS 000
BRTR ¥R Vi Ao B¥Fr i BRTR
Capital expenditure* BRRR - 154 63 - 686 903
Deprecation fig 5 135 - - 1033 10810
Loss on wiitten off or property, ¥ #01Z FERREL
plant and equipment 3 - § - - - 6
For the fifteen months ended 31 December 2017
BE-T-LET-R=t-ALtRlA
Provision of
Tradingof ~ repair semvices for Money
Telecommunications  telecommunications Investments in lending
and other products products finandial assets busingss Unallocated Consolidated
Bk RitENER fi |
B EERY EERE it AR fra
HKS 000 HKs000 HKS 000 HKS 000 HKS 000 HKS 000
¥ T b o T b s i bt s
Capital expenditure ERL 11 317 - - 07437 301,765
Depreciation i 67 734 - - 740 8,205
Loss on writen off or property, W% MERREZ
plant and equipment R - 10 - - 11 11
* Capital expenditure consists of additions to property, * BABYBIERAEVE BEKD
plant and equipment and assets from the acquisition BARWEHB AR 2 EE-
of subsidiary.
(d) Geographical segments (d) #EDH
During the year ended 31 December 2018, all Rz ZE—N\E+-_AF=+—
(fifteen months ended 31 December 2017: 91%) of HIFEE ANEBEFRA (BHE—
the Group’s revenue and more than 99% (fifteen E—+HF+—-BA=+—8it+H
months ended 31 December 2017: more than 99%) BA:91% ) B lkzs & A& B #R
of the Group’s total assets were derived from and BI9% (B E - — +HF+ —
located in Hong Kong. Therefore, no geographical B=+—BIt+R@EL: BB
segment for the year/period is presented. 99% ) MNBEEHKRE KRS
ABoE WEZFSFE B
N2 Ml 5y #BEAE -
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For the year ended 31 December 2018 #HZE—_ZT—\F+-_A=+—HILFE

6. SEGMENT INFORMATION (continued) 6. DEER (#)
(e) Information about major customers (e) ERXERFZEH
Revenue from customers over 10% of the Group’s RKEMAEEBERZBI0%Z
total revenue is as follows: BEPZWERT
Fifteen
Year ended  months ended
31 December 31 December
2018 2017
—E-N\&§ —T—+F
+=A=+—-B +=ZA=+—H
LFE IE+AaEA
HK$’000 HK$'000
BEFT BT T
Customer A ZEA 37,070 60,865
7. REVENUE 7. W
Fifteen
Year ended  months ended
31 December 31 December
2018 2017
—E-N\F “T—+F
+=ZA=+—-H +=ZA=+—H
LFEE IF+AaEA
HK$'000 HK$°000
BETFT BT T
Revenue from contracts with customers:  KEZEF A LU A:
Recognised at a point in time FOBF [ B 3R
Sales of telecommunications HEEMREMER
and other products 43,409 18,392
Provision of repair services for RHEEAEDRNEE RS
telecommunications products 64,678 97,431
108,087 115,823
Revenue from other sources: H Aty 3O U A
Interest income from loan financing ERREZ B WA 1,240 167
Realised gain from financial assets at fair  FEBER AR FEIEZEMEE
value through profit or loss, net BERKEFE
— listed securities held for trading —RKIEEEZ LWEH 385 36
1,625 203
109,712 116,026

—E2-N\FERH
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For the year ended 31 December 2018 #HZE-ZT—\F+-_A=+—HILFE

7. REVENUE (continued) 7. W& (&)
All revenue from contracts with customers are for period BIBEE B BREERE 1558 E A
of one year or less, as permitted by practical expedient BEEME REBEPEHNZFA
under HKFRS 15, the transaction price allocated to these WaHmBH R —FHUT DEEZE
unsatisfied contracts is not disclosed. RERBHNRZERL RERE -
8. OTHER REVENUE 8. Hfttllrzm
Fifteen
Year ended  months ended
31 December 31 December
2018 2017
—E-N\F —E—tF
+=BA=+—-B +ZRA=+—H
IEEE IE+AaEA
HK$'000 HK$'000
BET T BT
Dividend income R B A 87 5
Bank interest income RITH EWA 112 136
Rental income el A 1,099 -
Sundry income B A 2,430 1,240
3,728 1,381
9. OTHER LOSSES 9. HithE#HE
Fifteen
Year ended  months ended
31 December 31 December
2018 2017
—E-N\F —T—+tF
+=-A=+-H +=—A=+—H
LFE IF+AaEA
HK$’000 HK$000
BEFT BT T
Change in the fair value of financial BEBEZUAFEIRZEREE
assets at fair value through profit or ~ Z AT {EZE)
loss
— Unrealised loss on fair value change —##{EEEM tTHEASZ A FE
on listed securities held for trading BEAEEER 1,252 -
— Fair value change of unlisted —kEmEMESFZATFE
club debentures i) 1,150 -
2,402 =

Guoan International Limite
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FINANCE COSTS

10. B #E A

Fifteen
Year ended  months ended
31 December 31 December
2018 2017
—E-N\F T —tF
+=BA=+—-B +ZRA=+—~H
LFE IF+FEA
HK$'000 HK$'000
BT T BEFT
Interest expenses on bank borrowings ZBRAFREHER 7 BITEE
wholly repayable within five years FEZ M 251 178
LOSS BEFORE TAXATION 1. RBLATE B
Fifteen
Year ended  months ended
31 December 31 December
2018 2017
—E-N\F T —tF
+=ZA=+—-H +—A=+—H
ILFE It+HEEA
HK$’000 HK$'000
BT T BEFT
Auditors’ remuneration: Z A &
Auditors of the Company PiN/NCTE 2 2 ¢ 1,427 2,076
Other auditor H A% EED 410 458
Cost of trading inventories sold EEEITFERAR 37,777 14,051
Employee benefit expenses (Note 31) {EE®@FISd (Kf#31) 35,568 44,248
Retirement benefit cost (Note 31) RRBRBA (HTaE31) 1,388 1,763
Depreciation TE 10,810 8,225
Bad debts written off* R AR 8 101 362
Loss on written off of property, plant  #i#5¥ % ME MR &2 Eig*
and equipment* 6 121
Allowance for inventories FERE 17 48
Reversal of allowance for inventories B[O & B & (70) (20)
Written off of inventories FEME = 47
Operating lease rental in respect of EHEHEYE K ETHE
rental premises 5,769 6,709

* Items included in other operating expenses.

AAARMGEHZIRE -

=2 )\FER
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12. TAXATION

12. BB

Fifteen

Year ended  months ended

31 December 31 December
2018 2017
—E-N\F —T—+fF
+=B=+-8 +-A=+-8
LFE IE+AaEA

HK$'000 HK$'000
BYT T BT
Current tax: BNEARE A

Hong Kong Profits Tax: BRNEH:
— Current year —AREE - -
— Over provision in prior years —BEFEBERE (56) -
Deferred tax (Note 29) BERETIR (HfiF29) 52 39
(4) 39

Note:

On 21 March 2018, the Hong Kong Legislative Council passed
The Inland Revenue (Amendment) (No. 7) Bill 2017 (the “Bill")
which introduces the two-tiered profits tax rates regime. The Bill
was signed into law on 28 March 2018 and was gazetted on the
following day. Under the two-tiered profits tax rates regime, the
first HK$2 million of profits of the qualifying group entity will be
taxed at 8.25% and profits above HK$2 million will be taxed at
16.5%. The profits of group entities not qualifying for the two-
tiered profits tax rates regime will continue to be taxed at a flat
rate of 16.5%.

Hong Kong Profits Tax is calculated at 16.5% (fifteen months
ended 31 December 2017: 16.5%) on the estimated assessable
profits for the year/period. No provision of Hong Kong Profits
Tax has been made as the Group had no assessable profits
arising in Hong Kong during both year/period. Taxation arising
in other jurisdictions is calculated at the rates prevailing in the
relevant jurisdictions.

The tax (credit)/charge for the year/period are reconciled to the
loss before taxation per the consolidated statement of profit or
loss and other comprehensive income as follows:

ff et -

RZZE-N\F=A=+—H &BLEE
BB T 5| AMAR S MG B Er92017F K
% (B (B7HR)RHIER ([EZXR]) -
ZERN-_FT-N\F=ZA-TN\BREX
RER ANRARBERTE - RIEMR
HASHHE AEREEERNE2E
BAETTAMER RS 25% M XM MR
B2EEETHNBRIZARI6.5 %M X
BH - THAMEHMNEHIENEEE
B8 M S AL 4B 1216.5 % BY Bl B T R -

ERFNERIIAFE HAMGGT 2 ER
BEAIZE165% (BRE-—FT—tF+-A
=+—BIETHEMBEHA:165%) 2 H Kt
H-ARNAKRERFE HANHENEE
EERERTE N - B EF L T B EHR
B NEMRDAERES ZHIRTIIZA
FARLAEBIRIT 2 MR HE

AEE/HEBE(Ee) AXEES
BamRREMEERER 2B ATE RS
RN
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TAXATION (continued)

12. B (&)

Note: (continued) Hitat: (&)
Fifteen
Year ended Months ended
31 December 31 December
2018 2017
—E-N\F —T—tF
+=-A=+—~H +=-A=+—-H
LFE IF+AREA
HK$’000 % HK$'000 %
BET T BT
Loss before taxation B i A8 (43,841) (45,853)
Tax at statutory tax rate JRATHR:FE 2
#Ia (7,234) (16.5) (7,566) (16.5)
Tax effect of expenses W EE & JE &R i A1
that are not deductible  JERRFS 2 2 B 75
in determining ]
taxation profit 1,296 3.0 1,173 2.6
Tax effect of income RETE FERBUR T
that is not taxable JERBIWA 2 B
in determining ]
taxable profit (1,684) (3.8) (777) (1.7)
Unrecognised tax losses K #ERF RSB 5,981 13.6 5,979 13.0
Unrecognised deductible RFERAI 1 2
temporary differences R ESR 1,637 3.7 1,230 2.7
Tax (credit)/charge and ~ ANFE /HIMTH A
effective tax rate (B®)/FAx
for the year/period REBHE (4) = 39 0.1

At 31 December 2018, the Group has cumulative tax losses
of approximately HK$315,762,000 (fifteen months ended 31
December 2017: HK$279,515,000) available for offsetting
against future taxable profits. Deferred tax assets have not
been recognised in respect of the estimated tax losses of
HK$315,762,000 (fifteen months ended 31 December 2017:
HK$279,515,000) due to uncertainty of future profit streams.

DIVIDENDS

The Directors do not recommend the payment of any
dividend for the year ended 31 December 2018 (fifteen
months ended 31 December 2017: HK$Nil).

13.

R-B-—NE+-A=+—80 &X&£H
#4758 B 1315,762,000T (BRE_T—+
F+_A=Z=+—BIL+HM@A: B
279,515,0007T ) 2 &t 7% I8 /&5 18 7] £ 3K 85
B ERE AT - AR KREBT BRRZH
F - #L 48 kB #5315,762,0000T (B E=
E—+tHF+-A=1+—HIETHM@EA F
#5279,515,0007T ) 2 (T Hi T B 1EHERIE
ERITBEE °

@Y
BEETERRBHE_Z-/\F+=
A=+ HALFEZEARE (BE
—E—tF+_A=t—HITEHMA
H:B®TT) -
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14. LOSS PER SHARE

The calculation of the basic loss per share is based
on the loss attributable to owners of the Company of
approximately HK$43,690,000 (fifteen months ended
31 December 2017: HK$45,892,000) and the weighted
average number of 7,748,960,899 ordinary shares for the
year ended 31 December 2018 (fifteen months ended 31
December 2017: 6,713,483,343).

The diluted loss per share for the year ended 31
December 2018 and for the fifteen months ended 31
December 2017 were the same as basic loss per share
as there were no potential dilutive ordinary shares

14. BRE#E

HEZZ-—N\FF+ZA=+—HLHF
B ERENSENRERNQRES
A JE {8518 4975 #43,690,0007T (&
E-FE—tF+-A=+—HIt+H
& A : % #45,892,0007T ) & hn i F
9817,748,960,8990% L@k (B ZE —
TE—+HE+-_A=+—HITHMA
A :6,713,483,3430% ) st & -

HREBE=-Z—N\F+=-A=+—H
HEER-_ZT—+tF+=-_A=+—8H
I +REAEEBEEMARITHEL A
B WEEHAzSRESEISHE

outstanding during the year/period. BREXREEER -
15. PROPERTY, PLANT AND EQUIPMENT 15. ¥ -BERZE
Computers
Leasehold Furniture and Motor
Buildings improvements and fixtures  equipment vehicle Total
BT HENEEE GAREE ZERRE HE &t
HK$000 HK$'000 HK$'000 HK$ 000 HK$ 000 HK$000
BEFT  EETT  B¥FT EETT EETrT BETFr
Cost: BA:
At 1 October 2016 RZE—RFTA—H - 2,991 1,025 6,151 745 10,912
Additions RE 324,249 3,000 135 381 - 327,765
Written off ik - (186) (89) (1,825) = (2,100)
Exchange alignment fE 5 A% = - - 1 - 1
At 31 December 2017 and R=-ZE—+&+=f
1 January 2018 =+-Ak
“E-\5-F-B 324249 5,805 1,071 4,708 745 336,578
Additions NE - 436 187 280 = 903
Written off i - - (14) (161) = (175)
Exchange alignment BN AR - 13 1 - - 14
At31December 2018  W=-ZE-NE+=A

=t+-H 324,249 6,254 1,245 4,827 745 337,320
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15. PROPERTY, PLANT AND EQUIPMENT 15. Y12 B E KRB (&)
(continued)
Computers
Leasehold Furniture and Motor
Buildings improvements and fixtures  equipment vehicle Total
B HENEEE HAREE BERRE RE At

HK$'000  HKS000  HKS00  HK$'000  HK$'000  HKS'000
AEFT  ERTT  ERTT  BRTT ARTT  ARTR

Accumulated depreciation Rit# & RHEFSE:
and impairment losses:

At 1 October 2016 RZZE-~F+A—-H - 1,582 788 5,149 50 7,569
Charge for the period KHRETE 6,514 892 113 520 186 8,225
Eliminated on written off i 8585 ¥ 3 = (77 (86) (1,816) - (1,979)

At 31 December 2017 and 1 R=ZE—+F+=f

January 2018 =t-BR
—Z-N\¥-A-H 6,514 2,397 815 3,853 236 13,815
Charge for the period KERTE 9,068 1,044 119 430 149 10,810
Eliminated on written off i S 444 = = (11) (158) = (169)
Exchange alignment Pz - 1 = = = 1

At 31 December 2018  R=Z-NE+=A

=+-A 15,582 3,442 923 4,125 385 24,457
Carrying amounts: ELER
At 31 December 2018  R=Z-NE+=f

=t-H 308,667 2,812 322 702 360 312,863

At 31 December 2017 RZE—t&+=A

=t+—-A 317,735 3,408 256 855 509 322,763

At 31 December 2018, the Group’s buildings are situated RZE—-NF+ZA=+—0 K&

in Hong Kong and are held under medium term lease. EHNRFLNES BRPHELRE
ﬁ °

Buildings with carrying amount of approximately RZZE-—N\F+ZA=+—H KE

HK$308,667,000 as at 31 December 2018 are pledged as X4 575 308,667,000 ZHEF

collaterals for the Group’s bank borrowing. Please refer to EEREARNEBRITERZER

note 27 for details. Ghe r 1B 2K EE27 -
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16. PARTICULARS OF SUBSIDIARIES

Details of the Company’s principal subsidiaries at 31
December 2018 and 2017 are as follows:

16. B2 R1ER
R-BE—N\FER-_E—+F+=-H
=+—HB AR EEBREAA 2

BT
Place of incorporation/ Particulars of fully Percentage of equity
Name of subsidiaries operation paid up capital attributable to the Company ~ Principal activities
AL/ ARREERE
HEAREH Lenk HRRE 251 ARt IERE
At At
31 December 31 December
2018 2017
% %
RZ2-NF RIF-t#
tZA=t-B tZR=+-H
% %
Indirectly held
HEEH
Ample Vision Holdings Limited British Virgin Islands/ US$1 Ordinary 100 100 General trading
Hong Kong
ERERARAR ARRAHE/BH BERET ~RE%
Linktech Hong Kong Limited Hong Kong HK$2 Ordinary 100 100 Provision of repair services
Bk ERRAERLL RIGERS
World Way Limited Hong Kong HKS$1 Ordinary 100 100 General trading
Bk LERERIT ~RE5
Ever Asia Development Limited Hong Kong HKS$1 Ordinary 100 100 Money lending business
B LRRER T HEXH
Eagle Faith Investments Limited Hong Kong HKS$1 Ordinary 100 100 Property holding
30 ERRAERIT EST
Vitis Invest Limited Hong Kong HKS$1 Ordinary 55 - Trading of wine
30 ERRERIT )

The above table lists the subsidiaries of the Company
which, in the opinion of the Directors, principally affect
the results or assets of the Group. To give details of other
subsidiaries would, in the opinion of the Directors, result
in particulars of excessive length.

The financial statements of the above subsidiaries are
coterminous with those of the Group except for Ample
Vision Holdings Limited and Linktech Hong Kong Limited
which have a financial year ended 30 September 2018.
The Group’s financial statements have taken account the
results of Ample Vision Holdings Limited and Linktech
Hong Kong Limited between 1 January 2018 and 31
December 2018.

EERR LRMIARBAZHER
ANEBREARERENEE MK
BRR-BEZRA REHAGBHER
BIFEBERRILE -

FHRHEARM M REEASELY
Mg HmR — 5 HERERAERA A
K Linktech Hong Kong LimitedBk 4h -
BFEMNVRFLEAHYAE-_ZT—N\F
NA=+H AEBEHBRKREFT K
§E R 1ZE AR B BR A 7] &Linktech Hong
Kong Limited® —Z— \F—H—H
E-T-N\F+-A=+—HWE

i\i o
i
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16. PARTICULARS OF SUBSIDIARIES (continued) 16. B A RIER (&)

(a) Detail of non-wholly owned subsidiaries that (a) BEEARFEREZZHEE
have material non-controlling interests MELRZFHE
Proportion

of ownership
interests and
Place of  voting rights  Loss allocated ~ Accumulated

incorporation/ held by non- to non- controlling non-

registration and controlling controlling controlling

Name of Company operation interests interests interests
FERBERE PEE

EMRYL BR ZAEEEZER FERESR R ER

RRAR REEHH RREELHI ZER FERER
2018 2018
—2-N\%§ —E-N\F
HKS'000 HK$°000

BRI BT

Vitis Invest Limited Hong Kong 45% 147 13,353
BB

=t SIS 153
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16. PARTICULARS OF SUBSIDIARIES (continued) 16. B A RIER (&)

(a) Detail of non-wholly owned subsidiaries (a) BEERFEREZZHEE
that have material non-controlling interests MEBARZFHE (&)
(continued)

Vitis Invest Limited and its subsidiary Vitis Invest Limited & £ fff & 2 &)
At

31 December

2018

R-ZE-N\E

+=-A=+-—H

HK$’000

BYT T

Current assets MBEE 37,923
Current liabilities nEBaE (9,538)

Equity attributable to e e

Owners of the Company KARHEA A 15,032
Non-controlling interests FEIE AR HE 2 13,353
Turnover - 22,143
Other income = PN 1,508
Expenses 2 (25,266)
Loss for the year FAEE (1,615)

Total comprehensive loss attributable to:  fE{h 2 B8 42 %8 :

Owners of the Company iN/NCIET RN (1,468)
Non-controlling interest FEYERR B 2 (147)
Total comprehensive loss for the year FANTEEBRE (1,615)
Net cash outflow from operating activities K& EBEHS RS R F5E (30,097)
Net cash inflow from financing activities BIE/EBEL ZH S REFHE 30,382
Net cash inflow REMEFH 285

1 54 Guoan International Limite
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AVAILABLE-FOR-SALE FINANCIAL ASSETS 17. L EERMEE
At At
31 December 31 December
2018 2017
RZZE-NF RIT—+tF
+=—A=+—-H +=ZA=+—8H
HK$'000 HK$°000
BEFT BT T
Available-for-sale financial assets AHESHEE B
comprise of
Unlisted debt securities: FETERKES
Club debentures (note) eMES (i) - 5,950
Note: Bifat -
Available-for-sale financial assets were reclassified to financial R-ZE—-NE—F—BEXREREEIBE
assets measured at FVPL (Note 18) upon the initial application of WEERFHEE AIHHESHEER
HKFRS 9 at 1 January 2018. BRSO EERATEFABRITEZ S/
BE (fzE18) o
The club debentures are stated at cost less impairment loss at 31 @fESNE -_E—+E+=-_A=+—H
December 2017. During the fifteen months ended 31 December AR RESEE B2 T —+
2017, the Group identified no impairment loss related to the F+-_A=+—HIt+REAR AEEIL
club debentures. ERRESMESGHMZBERE-
FINANCIAL ASSETS AT FAIR VALUE 18. ZBREBEH/ UL FEEIEKRZ

THROUGH PROFIT OR LOSS

TREE
At At
31 December 31 December
2018 2017

R=B-NE  R-Tf
+=A=+-8 +=A=+-A

HK$'000 HK$°000
BEFT BT

Held-for-trading: RIEEE:
— Listed equity securities in Hong Kong - BB FRARES 1,840 240
— Unlisted club debentures - RETEMES 14,550 -
16,390 240

All financial assets at fair value through profit or loss are
stated at fair values. Fair values of the listed investments
are determined with reference to the quoted market bid
prices available on the Stock Exchange.

FIERAFEEFABRRZEREE
BRFEEIIK EHREZAFE
BNR2ERIMABRMSEAEBE

ﬁ::o
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18. FINANCIAL ASSETS AT FAIR VALUE 18.

THROUGH PROFIT OR LOSS (continued)

Upon the initial application of HKFRS 9 at 1 January
2018, unlisted club debenture at fair value of
HK$15,700,000 was reclassified to financial assets at
FVTPL.

19. LOAN AND INTEREST RECEIVABLES 19.

The maturity profile of the loan and interest receivables at
the end of the reporting period, analysed by the maturity
date, is as follows:

EREBEZULAFLEEYERZ
TRMEE (&)
R-ZE—N\FE—A—BEXEREE
Bk ERIE % AT EABE
15,700,0007C 2 3E F € & E
DHEAFSBEEUANATFEEY R ZS

B ERKRAE
RBEMRZINAB YT 2 ER R
R B Z BB RIT -

At At
31 December 31 December
2018 2017

R=F-NF RZF—tF
t=BA=t-8B t=-A=+—H

HK$'000 HK$000
BEEF T BEFT
Loan receivables: W E 5k
Within one year —FR 13,000 =
Two to five years “ERF - 10,000
13,000 10,000
Interest receivables: JE W ) B
Within one year —FR 43 -
Two to five years Y - 167
43 167
43 167
Carrying amount analysed for AREMAMZEEENT:
reporting purpose:
Current assets mBEE 13,043 -
Non-current assets EmEBEE - 10,167
13,043 10,167

Guoan International Limite
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LOAN AND INTEREST RECEIVABLES 19. ERERKRFE (4)
(continued)

Note: et -

No impairment loss was recognised during the year ended 31 REBEE_T-—N\F+_A=+—HILFE
December 2018 (fifteen months ended 31 December 2017: HK$ WERARESR (BE-T—tF+=
Nil). A=+—AL+HEA :BEZTRT) -
The Group’s loan receivable which arises from the money REEREREBRHARERZ MEE
lending business of providing corporate loan in Hong Kong is %2 W E RS ATHE -

denominated in Hong Kong dollars.

The loan receivable is secured by collaterals provided by a FEWE FA — L& P IR 2 O @ fE IR
customer, bears interest and repayable with fixed terms agreed 5B RBREZE P HE 2 EE HR
with that customer. AEE -

Before approving any loans to new borrowers, the Group BT PN Ak = CIN= == NS TR
assesses the potential borrower's credit quality and defines BEBRAZEEER TAEEEE
credit limits individually. The Group has policy for allowance of ReE - ARERERBEBEEEE  ZHE
doubtful debts which is based on the evaluation of collectability R B 2 AT Bl R AR AR AT T AE A K
and aging analysis of accounts and on management’s judgment, EREHE BERREANERE K
including the current creditworthiness, collaterals and the past AR EEEFPBE WK -

collection history of each customer.

Details of assessment of expected credit loss was disclosed in TEHE EE BTG 2 5B R M EAb)R
Note 4(b). FE
INVENTORIES 20. 7§
At At
31 December 31 December
2018 2017

R=B-NF RoF—£%
+=A=+-8 +=A=+-8

HK$'000 HK$000

BET T BEFT

Finished goods X fm 34,585 1,211

Less: Allowance for slow-moving BT ERE

inventories (19) (80)

34,566 1,131

The reversal of write-down of inventories arose due to HREAREREESEFE 5 T8

the increase in estimated net realisable value of certain 7 hEra SRR EIE N ERFEE
goods as a result of sales of slow-moving inventories g B ] o

recognised during the period.
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21. TRADE RECEIVABLES 21. EIRE B R

158

At the end of the reporting periods, the aging analysis
of the trade receivables, based on the invoice date, is as

RBEESHR ERERAH I EKE
DR R DT

follows:

At At
31 December 31 December
2018 2017
RZZE-NFE R-T—+tF
+=B=+—-H +-A=+—H
HK$’000 HK$'000
BEFTT BET T
Current BN EA 4,270 3,736
One to three months overdue mP—Z=={EA 5,822 272

More than three months, but less than BME=EAULLE+—EAUR
twelve months overdue 499 92
Over twelve months overdue wEA+ AN E 139,303 139,319
149,894 143,419
Less: Impairment loss recognised B B HERREE R (139,290) (139,305)
10,604 4,114

Notes:

(a)

(b)

(0)

Guoan |

The credit terms granted to the Group’s customers vary
and are generally the results of negotiations between the
Group and individual customers.

Included in the trade receivables balances are debtors
with an aggregate carrying amount of approximately
HK$6,334,000 (31 December 2017: HK$378,000) which
are overdue at the reporting date for which the Group has
not provided for impairment loss as there has not been a
significant change in credit quality and the amounts are
still considered recoverable. The Group does not hold any
collateral over these balances.

Details of assessment for expected credit loss was
disclosed in note 4(b).

i

(a)

(b)

RTAKBEEPZHREHREET
Rl —RIIAKEEERNTFER
ZHRER

BoRKEREHRBIERRELHE
#1872 AR B 4) A& 75 #56,334,0007T
(ZE—+EFE+-A=+—8 Bk
378,0007T) - EAREE W R ZE
CHEELRESRREE RRAR
BEEZMALBREREHURZSE
SEMWR AR FUE - AEEL
AMZEERFTEEMERR-

BHEEBEN L 2 FIERMHEEADb)
W -
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21. TRADE RECEIVABLES (continued)

Notes: (continued)

(b)  The aging analysis of the trade receivables which are

(@

(d)

21. BB Z R (&)

ez (&)

(b) CDEMERBREZEEEZERZ

overdue but not impaired is as follows: BREC DTN T
At At
31 December 31 December
2018 2017
R-ZZE—NF RZZ2—tF
+=ZA=+—-8 +=—A=+—8H
HK$'000 HK$°000
BETFT BT
One to three months overdue BH—=={@A 5,822 272

More than three months, but less than  BHI=E AL LB+ @A UK

twelve months overdue 499 92
Over twelve months overdue B+ @A N L 13 14
6,334 378

The movement of the allowance for impairment loss of

© BRESERZRERE B

trade receivables is as follows: E e
At At
31 December 31 December
2018 2017
R=-ZB—N\F RZE—tF
+=Z=A=+—-H8 +=—A=+—8H
HK$’000 HK$'000
BT T BT T
At the beginning of the year/period REX,/ EH) 139,305 139,270
Exchange difference ME H =5 (15) 35
At the end of the year/period MNERHIKR 139,290 139,305

The aging analysis of the Group’s trade receivables which

d ARECHEEZEEKESERRZE

are impaired is as follows: o
At At
31 December 31 December
2018 2017
RZBE-—NFE R-ZE—+tF
+=A=+—-8 +=—A=+—H
HK$000 HK$°000
BETFT BT T
Over twelve months overdue BH+ @A L 139,290 139,305

=2 )\FER
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22. PREPAYMENTS, DEPOSITS AND OTHER 22. EARE -ReEREMEWRR
RECEIVABLES 1§

At At

31 December 31 December

2018 2017

R=-B-NE RZF—tF
t=A=+—-8 +t-A=+—H

HK$’000 HK$°000

BT T BT T

Prepayments AT 5RIB 3,461 1,242
Deposits e 5,731 5,634
Other receivables H th & R IB 2,459 2,898
11,651 9,774

23. PLEDGED TIME DEPOSITS 23. EEAREHRER

The balances, which were carried at the prevailing market RIBITMISFFE0.94%5T B 2 8
interest rate at 0.94% p.a. represent deposits pledged to BIERTERER TRITUERE TR
a bank to secure short-term bank borrowings (Note 27) SBEHRTEE (ME27) -
granted to the Group, and therefore classified as current D ERREBEE BEREFRE
assets. The pledged deposits will be released upon expiry REBRITEBEERIKRLEHBER
or termination or upon the settlement of relevant bank KR - R_T—-—N\F+_A=+—
borrowings. At 31 December 2018, all the pledged time B A ERERERGABEG

deposits were denominated in Hong Kong Dollars. =

1 60 Guoan International Limite
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CASH AND BANK BALANCES

24. B RBITEER

For the year ended 31 December 2018 EHZE—T—\F+_A=+—HIEFE

At At

31 December 31 December

2018 2017

RZBE-NE RZT—+tF

+=BA=+-8 +—A=+—AH

HK$000 HK$'000

BT T BT T

Cash at bank and in hand RTERERE 34,199 73,511

Notes:

(a)

(b)

Cash at bank earns interest at floating rates based on

daily bank deposit rates.

The Group’s bank balances are denominated in the

following currencies:

i

(@) FHRRITZREIRESHRT
TN R 273 8 B R BRERA B -

(b) AEBERITEHBUTIERFE:

At At

31 December 31 December

2018 2017

R-ZE—-—N\F RZZE—+tF

+=A=+—H8 +=ZA=+—H”

HK$’000 HK$'000

BT T BEEF T

Hong Kong Dollars 7B 32,692 69,298
Renminbi AR#E 462 2,653
Singapore Dollars ang T 389 903
United States Dollars EWv 48 572
Euro BX 78 553 50
Others Hfb 55 35
34,199 73,511

B \EEH 161
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24. CASH AND BANK BALANCES (continued) 24,

Notes: (continued)

(c)  Reconciliation of liabilities arising from financing activities:

RERBITHER (&)
HiE: (4)

(0 BMEEHELZBEYHK:

Loan from the Loan from
immediate  the ultimate
Bank holding holding
borrowings companies company Total
BEEER BRER
RITEE ARER AREX A&t
HK$'000 HK$'000 HK$'000 HK$'000
BETTT BEFT BETFT BETTT
(Note 27) (Note 28)
(Hizt27) (Kizt28)
At 1 October 2016 RZE-—"F+A—H 4,500 50,000 - 54,500
Change in financing cash flows:  &BER & HREEE:
Increase in bank borrowings RITEEEM 31,500 - - 31,500
Repayment of bank borrowings ~ {£i8#R{TEE (31,500) = = (31,500)
Increase in loan from the ERERARZ
immediate holding company B m - 286,200 - 286,200
Repayment of loan from the BEEELRARZER
immediate holding company - (336,200) - (336,200)
Increase in loan from the BRARERAR 2 EFEM
ultimate holding company - - 3,602 3,602
Total changes in financing RERGRELEY
cash flows - (50,000) 3,602 (46,398)
At 31 December 2017 R-E—+F
and 1 January 2018 +-A=+—-HkK
—T-N\¥—H—H 4,500 - 3,602 8,102
Change in financing cash flows:  BBELTEEE:
Increase in bank borrowings RITEEE 57,000 - - 57,000
Repayment of bank borrowings ~ EERTEE (27,000) = = (27,000)
Total changes in financing RERERELETE
cash flow 30,000 - - 30,000
Exchange adjustments ERIECES = = (46) (46)
At 31 December 2018 RZZE-\F+=ZA=+—-H 34,500 - 3,556 38,056
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TRADE PAYABLES

At the end of the reporting periods, the aging analysis

25. BN EZ KR

For the year ended 31 December 2018 EHZE—T—\F+_A=+—HIEFE

RBESHR ERERAHZEMNE

of the trade payables, based on the invoice date, is as SERRZERRAONAT
follows:
At At
31 December 31 December
2018 2017
RZBE-—NE RE—+LF
+=BA=+-8 +—A=+—AH
HK$’000 HK$'000
BT T B F T
Current and within one month BIEA R — @A W 3,843 861
Overdue for one to three months mE—ZF=={EA 3,491 337
Overdue for over three months BEA={E A £ 3,206 11
10,540 1,209
ACCRUED CHARGES AND OTHER 26. Bt ERARHMESIE
PAYABLES
At At
31 December 31 December
2018 2017
RZBE-—NE REB—+LF
+=BA=+—-8 +=ZA=+—H
HK$°000 HK$'000
BT T B F T
Accrued charges EEtER 620 929
Other payables (note) Hh fE <RI (FYat) 52,043 42,975
52,663 43,904

Note:

At 31 December 2018, other payables comprised an
amount due to a former director, Mr. Sy Ethan, Timothy,
of approximately HK$40,247,000 (31 December 2017:
HK$30,372,000). The amount is interest-free, unsecured and
repayable on demand.

it -

R-ZE—N\FE+-_A=+—8 EtEH
RIEBEEMATESESRELETE
#4975%40,247,000C (ZFE—+tF+=A
=+—H :%%30,372,0007T) - ZEL A
GE - EXERAREREER-

=2 )\FER
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27.

28.

BANK BORROWINGS 27. RITHEE
At At
31 December 31 December
2018 2017
R=Z2-\F RIZTE—LF
t=A=t+—-HB +t=A=+—~H
HK$°000 HK$'000
BT T BT T
Carrying amounts of secured bank  JEEEABEFBITEEZE
borrowings repayable: [EIREEE
— Within one year ——FR 34,500 4,500

Note:

Bank borrowings of approximately HK$4,500,000 (31 December
2017: HK$4,500,000) are secured by the pledged time deposits
(Note 23), carried interest rates at HIBOR plus 2.5% per annum
and denominated in Hong Kong Dollars.

Bank borrowings of approximately HK$30,000,000 (31
December 2017: Nil) are secured by building (Note 15), carried
interest rates at HIBOR plus 2% per annum and denominated in
Hong Kong Dollars.

LOAN FROM THE ULTIMATE HOLDING
COMPANY

At 31 December 2018, the loan from the ultimate
holding company of approximately HK$3,556,000 (31
December 2017: HK$3,602,000) represents the loan from
the ultimate holding company to the Company and is
unsecured, non-interest bearing and repayable within one
year.

28.

ff ot -

RITIE B4 %4,500,0007T ( T —+4F
+=ZA=+—H :#%4,500,0007T ) LAE
HATE SRS IR (Ff3E23) @ SWAE B R
BN2.5%2 FF Rt B RIABBEE -

RITIEE 47 %30,000,0007T (ZZF—+
FH+ZA=+—H: &) LUEFEEIR (K
FE15) - WA R B R ZEHFE M2 % 2 FHE
TR RAEEEE-

RAEZERQITER

RZB-NE+-A=+—08 "%
4 B N B B F 4 7 #53,556,0000T
(ZE—tEF+ZHA=+—H8: &%
3,602,0007T ) FE &AL ZER AR R AR
AR EF BEEBEER 28R
AR—FREE-
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29. DEFERRED TAXATION 29. IEERIE
Accelerated tax
Depreciation
EBETE
HK$’000
BETFT
At 1 October 2016 R-ZF—ARFTH—H -
Acquisition of assets through acquisition of subsidiary #& Uz &K B A R EE & E
(Note 33) (K1#£33) 513
Charge to the statement of profit or loss and other ~ A HEIR T A% & H b 2 H Uz
comprehensive income for the period (Note 12) = (Kfax12) 39
At 31 December 2017 and 1 January 2018 R-ZB—tF+=ZA=+—-HK
—2-N\¥-A—H 557
Charge to the statement of profit or loss and other RERFABE R EM2ERER
comprehensive income for the year (Note 12) (KtaE12) 52
At 31 December 2018 R=—Z2-NF+=A=+—-H 604
30. SHARE CAPITAL 30. &7
Number of Share
Share capital
g =] (&S
HK$’000
BT T
Ordinary shares of HK$0.01 each BREESK0.01 T2 EBK
Issued and fully paid: ERITRAR:
At 1 October 2016 R=ZZT—~F+A—AH 5,165,973,933 51,659
Right issue (note) AR (HfaE) 2,582,986,966 25,830
At 31 December 2017, R=-ZFB—tHF+=-A=+—8"
1 January 2018 and —E-NFE—-A—-HRK

31 December 2018 —E—N\F+=-A=+—H 7,748,960,899 77,489
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30. SHARE CAPITAL (continued)
Note:

On 11 May 2017, the Company completed the rights issue. A
total number of 2,582,986,966 rights shares were issued on
the basis of one rights share for every two existing shares held
on the record date at the subscription price of HK$0.170 per
rights share with proceeds of approximately HK$439,108,000
(before deducting professional fees and other relevant expenses)
received (the “Rights Issue”).

31. EMPLOYEE BENEFIT EXPENSES
(a) Staff cost

The total staff cost of the Group during the year/
period (including directors and senior management
emoluments) is as follows:

30. BRA& (4)

31.

i

RZZ—+FRA+—H KRR/
f% o & $£3772,582,986,966 A% A% i% 17 °
ERRSARERAEMRIRAERGOEE—
RRAE AR 1D 2 B2 LAE AR AR AR (D 78 ¥
0170t 2 REBEEEFMBRIEBELN BB
439,108,0007C (MK EXEE A K H 18
BERAR) ([R]) -

EERAMX L

(@) BIRXK
RE /B AEEZ B TRA
R (RREERERERAR
ZBE) M

Fifteen
Year ended  months ended
31 December 31 December

2018 2017
= HE
—E-N\F —E—tF

+t=A=t+—-HB +t=A=+—"H
ILFE EtHEA

HK$°000 HK$'000

BT T B F T

Salaries and allowances & MoERL 35,207 43,893
Staff welfare BEEBF 361 355
Contributions to retirement fund :E{K&H K 1,388 1,763
36,956 46,011

Guoan International Limite
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31. EMPLOYEE BENEFIT EXPENSES (continued) 31. EERAXZH (&)
(b) Directors and senior management (b) EERSREBEAEZHE
emoluments
The emoluments of the Directors are as follows: EEMESWT:

Year ended 31 December 2018
BE-E2-\§+-A=t-HLEE
Contributions
Salaries and to retirement

Name of Directors Fees  allowances fund Total
EEf? e HeREE  BHRSER B3t

HKS'000 HK$'000 HKS'000 HK$'000
B¥Tr  BETr  B¥Tr  E¥T:x

Executive directors HITEE
Mr. HUANG Zhen Qian BRALE - 1,380 18 1,398
Mr. SO Haw, Herman BELL - 1,380 18 1,398
Non-executive Director FHITEE
Mr. DU Jun HELE - - - -
Mr. LI Xiang Yu TmBELE - - - -
Mr. CUI Ming Hong EREESE - - . -
Mr. YANG Li Ming (i) BAUBLE() - - - B
Ms. BAI Wei (ii) BE (i) - - - -
Independent non-executive Directors ~ BUFHTEZE
Mr. WONG Chun Man FhRXEE 360 - - 360
Mr. TSE Yung Hoi AHEEEE 360 - - 360
Mr. NG Man Kung RYEE 360 - - 360
1,080 2,760 36 3,876

B \EEH Y
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31. EMPLOYEE BENEFIT EXPENSES (continued) 31. EERAZE (&)
(b) Directors and senior management (b) EZEREREBAEZHE
emoluments (continued) (&)

Fifteen months ended 31 December 2017
BE-E—+t&+-A=t—-HItEHMER

168

Contributions
Salariesand  to retirement

Name of Directors Fees allowances fund Total
BEHA e FeREH  RASHER Bt

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

BETTL BETT BETL BETTL
Executive directors HTEZE
Mr. HUANG Zhen Qian BRRLE = 1,725 23 1,748
Mr. SO Haw, Herman BRELE - 1,725 23 1,748
Non-executive Director HHTEE
Mr. DU Jun HELLE - - - _
Mr. LI Xiang Yu FR&EEE - - - -
Mr. CUI Ming Hong ERELE = - _ _
Mr, YANG Li Ming () BB () _ _ - _
Independent non-executive Directors ~ BV H##HTEE
Mr. WONG Chun Man FHRXEE 450 - - 450
Mr. TSE Yung Hoi WEELE 450 - - 450
Mr. NG Man Kung RYBEE 450 - - 450

1,350 3,450 46 4,846

Note: Wik

(i) Mr. YANG Li Ming resigned as non-executive
director with effect from 23 August 2018.

(i) Ms. BAlI Wei was appointed as non-executive
director with effect from 23 August 2018.

Guoan International Limite

() BUBEEBEENTES 5=
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31. EMPLOYEE BENEFIT EXPENSES (continued) 31. EERBAH (&)
(c) Five highest paid individuals () ABEBEFMAL
The five individuals with the highest emoluments in BHE-_Z—-NF+ZA=+—
the Group for the year ended 31 December 2018 BIEFE AEERE &S H W
included two (fifteen months ended 31 December ATBEREZ (BEZE_Z—+F
2017: two) Directors whose emoluments are set out +ZA=+—HLE+HMEAR:
in Note 31(b). The aggregate of the emoluments M&)EE - H S A M
payable in respect of the three (fifteen months 31(b) s R EE /BN T %
ended 31 December 2017: three) highest paid —H(BE_ZE—tF+=A
individuals who are neither a director nor chief =t+—HLETREEA:ZR)&
executive of the Company during the year/period SEFMAT(LIIERARFES
are as follows: LEBITHAER) 2 FHBREE
T

Fifteen
Year ended  months ended
31 December 31 December

2018 2017
H=E HE
—E-N\F —E—tF

+=A=+-8 +=A=+-8
LEE ETRMAA

HK$°000 HK$'000

BT T BT T

Salaries and allowances Fre RoRRL 2,086 2,573
Contributions to retirement fund Rk & 42 61 93
2,147 2,666

=t SIS 169
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31. EMPLOYEE BENEFIT EXPENSES (continued) 31. EERAZH (&)
(c) Five highest paid individuals (continued) () BEEEHFMAL (&)
Number of individual
AE

Fifteen
Year ended months ended
31 December 31 December

2018 2017
= Bz
—E-N\F 4

t=A=+t—-H +t=A=+—"H
HEE Et+hEA

HK$°000 HK$'000
BET T BT T
Emolument bands: 48 B
HK$Nil to HK$1,000,000 BEZ TR

75 #1,000,0007T 3 2

HK$1,000,001 to HK$1,500,000 #&#1,000,0017.&
71 500,0007T - 1
3 3

1 70 Guoan International Limite
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SHARE OPTION SCHEME

The Company adopted a share option scheme (the
“Scheme”) on 6 March 2015 pursuant to which
employees and directors of the Group and other eligible
persons who have made contribution to the Group
were given opportunity to obtain equity holdings in the
Company.

A summary of the Scheme is set out as follows:

(a)

(b)

(c)

(d)

Purpose of the Scheme
The purpose of the Scheme is to enable the
Company to grant share options to selected
participants as incentives or rewards for their
contribution to the Group.

Participants of the Scheme

Eligible participants include full time employees
and directors of the Company or its subsidiaries;
advisers, consultants, suppliers and agents to the
Company or its subsidiaries and such other persons
who, at the sole determination of the board of
directors, have contributed to the Group.

Total number of shares available for issue
under the Scheme and percentage of issued
share capital at the date of this annual
report

No share option had been granted under the
Scheme and no share is available for issue under the
Scheme at the date of this annual report.

Maximum entitlement of each participant
under the Scheme

The total number of shares issued and to be
issued upon exercise of the options granted to
each participant (including exercised, cancelled
and outstanding options) in any 12-month period
must not exceed 1% of the shares in issue unless
the same is approved by shareholders in general
meeting.

32 BRRESHE
R-Z—AF=AANE AR ARM
—IRRRAREET B ([5181)) - A% EE
(B8 R EE AR B SRR EE E R
2 EMAEBRATIESHEMER
DRI E -

AR T

(a)

(b)

()

(d)

8B

Atz BMERERRRRHE
BETRHELEE (FRERESH
AEEMEER 2 EE)kE R -

Bz RE
RERZAEEBRBARNRHEM
BRBRIZEREBRMES AR
EE2: Y= PNCIPd s Aol
M- HEFRRBAREZES
BAEBHARBELRRZH
fl At e

REFTETHBT 2ROBE
REFAFHRABERTREZ
B

AR R B I AR AR AT IR
FRRRE - MR IRIBET 8T 1
BT

REFEZISRECESERE

RAEM2ME A BETER T &
2mEZERE (BREETE
B R HARITE Z BAE) K
EBETREBETZRNEBTF
HIBEETRMI% HERRE
BIRARE LHERRBRCERIN -
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32. SHARE OPTION SCHEME (continued) 32 BBRERE (2

172

(e) The period within which the shares must be (e) REBREERERG ZHR
taken up under an option
At any time during a period to be notified by the EERRAZBEATEERE -
board of directors, which period not to exceed 10 B B HAR SR MR E
years commencing on the date on which the option B EIREET10F - WHIBR & 105
is accepted and expiring on a day not later than the HE&E—BER-
last day of the 10-year period.

(f) The minimum period for which an option (f) BRERTTENEFEZR
must be held before it can be exercised S EBR
None, unless otherwise determined by the board E BRIFEETSRITETANME
of directors and specified in the offer letter of an REEZDEREANSITEIA
option.

(g) The amount payable on application or (g) MEFHIENBERERENSK
acceptance of the option and the period BHR VAR AR EHSK
within which payments or calls must or may AR ERNEEZEERZHR
be made or loans for such purposes must be
repaid
HK$1.00 is to be paid as consideration for the grant KREBREES B RF308RA
of option within 30 days from the date of offer. XA B 00T EBRE -

(h) The basis of determining the exercise price (h) BEETHEEZRE
The exercise price shall be determined by the board IEBABREEEET ETHE
of directors but shall not be less than the highest of: BRTI&ESE :

(i)  the closing price of the shares as stated in the i)y WHONRBELEBEBM
daily quotations sheet of the Stock Exchange BEHEXRMAI Z KT
on the date of offer; &

(i) the average closing price of the shares as (i RHONBEERLE BAISE
stated in the daily quotations sheet of the EERBEBIMEE®RE
Stock Exchange for the 5 business days KA 2 FHRTHE: &
immediately preceding the date of offer; and

(iii) the nominal value of a share. (i) —BRRHEE-

(i) The remaining life of the Scheme (i) FHEIRsRFEH
The Scheme shall be valid and effective for a period FER T —RF= ANBERMA
of 10 years commencing on the adoption date on 6 EHRBFT10FRAER -

Guoan |

March 2015.

No share option has been granted under the
Scheme since its adoption.

B AT BIBRMA AR - W EARIE G 8
B RS R
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ACQUISITION OF ASSETS THROUGH
ACQUISITION OF A SUBSIDIARY

During the fifteen months ended 31 December 2017, the
Group acquired a property located in Hong Kong and its
related assets and liabilities for a total cash consideration
of approximately HK$323,898,000. The Acquisition was
completed by way of acquisition of the entire equity
interest in Eagle Faith. Details of the Acquisition were
disclosed in the Company’s announcements dated 26
January 2017 and 17 February 2017, and circular dated 3
March 2017.

Under HKFRS 3 “Business Combination”, the Acquisition
was accounted for as an acquisition of assets and
liabilities as Eagle Faith being acquired by the Group
does not constitute a business. The Group identified and
recognised the individual identifiable assets acquired
and liabilities assumed. The cost of the Acquisition was
allocated to the individual identifiable assets and liabilities
on the basis of their relative fair values at the date of
acquisition. Such a transaction does not give rise to
goodwill.

Details of the net assets acquired in respect of the
Acquisition are summarised below:

33. ZBWEHBARKEBEE

HEz—_Z—+tF+=-_A=+—81
+HEA AEEKWE —BULRES
ZOEREBEERARG REASAK
B4 /&% 1323,898,0007T - W & =
BEBRBERSE 2 HRETK -
WEEHEZFBERARRIBHACZT
—+F—HA-+ R "BR-_ZE—+tF—
Bt+tHAZAEUNRBEHAE-ZT—+
FZAZHZBHHE-

RIFREV B RELENE =R KB
EHERANBEERAE AR
BB BEY MEX—EHER A
SEE BN LERBILABRN 22K
BEEMCDAEAE WEFEERA
Enk2ByA#NEEREE £
HERPUBEERHZBERTE
B ZXHUBELHE-

BB IR > A AR
W

HK$'000
BT T
Property, plant and equipment ME W E & 324,249
Deposits and prepayments Ze KB FKIE 92
Tax prepayment TE B 3K 80
Accrued charges EEtER (10)
Shareholder loan RERE K (137,627)
Deferred tax liabilities EERIBEE (513)
186,271
Assignment of shareholder loan EERREN 137,627
323,898

Net cash outflow arising from the Acquisition: W EBEE4 7 IR £ K B F5E:
Total cash consideration paid ENReERERTE 318,000
Transaction cost RSB 5,898

323,898
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34. MATERIAL RELATED PARTY 3. FEFEALIRS
TRANSACTIONS
Save as disclosed elsewhere in the consolidated financial BRREGEETBRESBEREEIN K
statements, the Group had the following material related SERFARABUATERBHEBEALR
party transactions during the year: Z ¢
Balances EeR
Details of the balances with related parties at the end of R|EFREF@EAN T 2 EHRFIB
the reporting period are set out in Note 28. BT EE28 ©
Key management personnel compensation FTEEBEAEMS
Compensation for key management personnel, including RS D)ATEE T EEEA S
amount paid to the Directors, as disclosed in Note 31(b), ¢ (BRIEINTFESZHRE)RT:
is as follows:

Fifteen
Year ended  months ended
31 December 31 December

2018 2017
Bz H=E
—E-N\F —ET—+tF

tT=A=+—-8 +t-A=+—H
IEE I+ AfEA

HK$’000 HK$'000

BT T B TF T

Salaries and allowances e MoERL 4,716 5,940
Contributions to retirement fund RIRE 90 68
4,806 6,008

1 74 Guoan International Limite




Notes to the Consolidated Financial Statements
MR EME

For the year ended 31 December 2018 EHZE—T—\F+_A=+—HIEFE

35. OPERATING LEASE COMMITMENTS 35. KEHERIE
The Group as lessee rEEEREBEA
The Group leases certain of its properties under operating AEEREBEKCEHELTHHRESTY
lease arrangements. Leases for properties are negotiated X -MYFELHEFHKEREBRET
for terms ranging from one to three (2017: one to three) R—FE=F(ZT—LtHF —F=&
years. =F)NTF-
At the end of reporting periods, the Group had total REEBR AEBERE T HARFE
future minimum lease payments under non-cancellable B2 PRAIBSH S L M E MR AR R Z &
operating leases falling due as follows: REEREZQFNT -
At At
31 December 31 December
2018 2017

R=B-NF RZF—+t%F
+t=A=t—-H +t=ZA=+—H

HK$'000 HK$'000

BT T BT T

Within one year —FR 3,212 3,477
In the second to fifth years, inclusive E_FEZFHFE (HREMFE

BEEA) 2,243 2,582

5,455 6,059

—=-\FEH 175
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36. STATEMENT OF FINANCIAL POSITION 36. B IEAR R &*
At At
31 December 31 December
2018 2017
RZZE—NF RZZE—+tF
t=A=t+—-HB +t=A=+—~H
HK$’000 HK$'000
BT T BT T
Non-current assets ERBEE
Interest in subsidiaries /B A Al RE s 10,749 10,749
Available-for-sale financial assets AR ESmEE - 5,300
Financial assets at fair value through % iB1825 LA R FEBEFEE
profit or loss ZEREE 13,800 -
Deposits for acquisition KWENB AR 2 ZE
of subsidiaries 21,873 -
46,422 16,049
Current assets REEE
Prepayments, deposits BRI ke R E b B
and other receivables E QL] 745 640
Amounts due from subsidiaries A S NGIE e 336,781 355,018
Financial asset at fair value through #EiBIEZFR AR FEEIEZ
profit or loss EEEE 1,840 -
Cash and bank balances He RIRTTHE R 24,178 54,182
363,544 409,840
Current liabilities REBEE
Accrued charges and other payables [E&TE B & E fb fE{f 518 6,532 6,760
Loan from the ultimate REEIER A RIER
holding company 3,556 3,602
Bank borrowings RITEE 30,000 -
Amount due to subsidiaries FETB B A R E 5,844 -
45,932 10,362

Guoan |
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36. STATEMENT OF FINANCIAL POSITION 36. IR ET (&)
(continued)
At At
31 December 31 December
2018 2017

R=-B-NE RZF—tF
t=A=+—-8 +t-A=+—"H

HK$’000 HK$°000
BT T BT T
Net current assets REEEFHE 317,612 399,478
Total assets less current liabilities BEERRBERS 364,034 415,527
Net assets BEEFHE 364,034 415,527
Equity s
Capital and reserves attributable to AR E|HEHE AEHE XK HE
owners of the Company
Share capital % 2 77,489 77,489
Reserves (note) i (Hfat) 286,545 338,038
Total equity RS 364,034 415,527
The statements of financial position of the Company RRARMBRAREARFEETER
was approved and authorised for issue by the board of TE-AE=A -t NBHERZE
directors of the Company on 26 March 2019 and are T2 - WHTHEERRER:
signed on its behalf by:
HUANG Zhen Qian SO Haw Herman
BEiR®R 9
Executive Director Executive Director

HITEF HITEF
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36. STATEMENT OF FINANCIAL POSITION 36. MR REK (4)
(continued)
Note: Bt et -
The reserves of the Company as at 31 December 2018 and 2017 RZE—NFRZZT—tF+_A=1+—
are as follows: BARB 2 FHWT:
Capital
Share redemption Accumulated
premium reserve losses Total
R EE EXEERZE RitEE Rt

HK$'000  HK$'000  HK$'000  HK$'000
BETT ERTFR ERTT ERTFT

At 1 October 2016 RZZE-—XRF+H—HB 648,897 160 (701,821) (52,764)
Loss for the period HAEE = = (10,291) (10,291)
Rights issue HRZ 413,278 = = 413,278
Share issuance expenses BMDETH (12,185) = = (12,185)
At 31 December 2017 as R-IZE—+F
originally presented +=—BA=+—H

(REBES) 1,049,990 160 (712,112) 338,038

Change in accounting policy &t EE - - 8,500 8,500

At 1 January 2018 as restated W —-_ZT—/\F—H—H

(&&=5) 1,049,990 160 (703,612) 346,538
Loss for the year FREE - - (59,993) (59,993)
At 31 December 2018 R=Z-N\F

+=A=+—H 1,049,990 160 (763,605) 286,545
At 31 December 2018, the Company has a distributable reserve, RZE—N\F+_A=+—H8 ARAZ
of approximately HK$286,385,000 (2017: HK$337,878,000), Al 5 IR 5 18 40 5 75 #286,385,0000T ( —
represented by share premium exceed accumulated losses of T — 4 : 7 #337,878,0007T)  HIEMK
the Company. Under the Companies Law (2014 Revision) of the DaERBEARNRRETEEIS - RIER
Cayman lIslands, share premium of the Company is distributable EHERFE(ZE—WFEEL) AR
to the members, subject to a solvency test. AR = B P B ERE N RIFA B DR TR

o

1 78 Guoan |
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EVENTS AFTER THE END OF THE
REPORTING PERIOD

On 13 February 2018, Exquisite Honor Holdings Limited,
a wholly-owned subsidiary of the Company entered
into a sale and purchase agreement for the acquisition
of Yicko Securities Limited for a consideration of
HK$420,000,000, to be satisfied as to HK$120,000,000
in cash and as to HK$300,000,000 by the Company
issuing convertible bonds with an initial conversion price
of HK$0.26 per conversion share. The completion of the
acquisition took place on 28 February 2019.

Up to the date on the approval of these consolidated
financial statements, the Directors are still assessing
the fair values of Yicko Securities Limited’s assets and
liabilities to be recognised at the date of the Acquisition.
The fair value assessment of goodwill and intangible
assets, if any, of Yicko Securities Limited had not been
finalized and thus, the recognition of Yicko Securities
Limited’s assets and liabilities may subject to change upon
finalisation of the valuation. The Directors expect the
valuation will be finalised in 2019.

COMPARATIVE FIGURES

The Group has initially applied HKFRS 15 and HKFRS
9 at 1 January 2018. Under the transition methods,
comparative information is not restated. Further details
of the changes in the accounting policies are disclosed in
Note 2.

AUTHORISATION FOR ISSUE OF
CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the Directors on 26 March 2019.
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Five-Year Financial Summary

AFMBGIHE

RESULTS S
Fifteen
Yearended  months ended
31 December 31 December
2018 2017
HKS$'000 HK$000 Year ended 30 September
BZ Bz BZNA=THLEE
“E-N\% ZEt% 2016 2015 2014
tZA=t-B +zZA=1+-A HKS$'000 HK$000 HK$000
LEE It+REA —E-R “T-1% I S U3
BETT BETL BETTL BETTL BETL
Results ES |
Revenue Wi 109,712 116,026 103,401 86,695 89,785
Loss before taxation BREAER (43,841) (45,853) (25,299) (23,365) (15,972)
Taxation #E 4 (39) = 20 (20)
Loss for the year/period DTS/ BREE:
attributable to:
Owners of the Company KRAEEA (43,690) (45,892) (25,299) (23,345) (15,992)
Non-controlling interests FERER (147) - - - -
Dividends KE - - - - -
At 31 December At 30 September
M+=A=t+-AH BRRA=tH
2018 2017 2016 2015 2014
HK$000 HK$'000 HK$'000 HK$'000 HK$'000
“E-N\% “F+% ZE-RF “F-1f —E-mE
BETT BETTL BETTL BETT BEFT
Assets and liabilities ITHEERER
Property, plant and equipment 1% FE K& 312,863 322,763 3,343 2,918 2,675
Financial assets at fair value FRESUATBEYE
through profit or loss EREE 14,550 - - - -
Deposit for acquisition WENBARZEE
of subsidiaries 21,873 - - - -
Available-for-sale financial assets A4t ESBEE = 5,950 5,950 5,950 5,950
Loan and interest receivables ERET RS = 10,167 - - -
Deferred tax liabilities RERIEEE (604) (552) = = =
Net current assets/(liabilities) ~ FEEE/ (AE)FHE 9,803 40,765 (11,364) 14,227 32,006
358,485 379,093 (2,07) 23,095 40,631
Equity attributable to owners R RHEA AR ER
of the Company 345,132 379,093 (2,07) 23,095 40,631
Non-controlling interests FERER 13,353 - - - -
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B ZEERERAFA
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No.18 Harcourt Road, Hong Kong
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