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Chairman’s Statement

T FEERE

Dear shareholders,

On behalf of the board of directors (the “Board”) of HongDa
Financial Holding Limited (the “Company”) and its subsidiaries
(collectively the “Group”), | am pleased to present the Group’s
annual results for the year ended 31 December 2018 (the “Year").

China’s GDP rose by 6.6% in 2018, above the 6.5% annual target
set by government officials at the beginning of the year, showing
the resilience of the Chinese economy despite facing a more
complicated and volatile global economic environment.
Meanwhile, the Chinese government has set the strategic plan of
“Made in China 2025" to engineer the nation to becoming a world
leader in cutting-edge technology to access China’s increasingly
wealthy home consumer base. The blueprint specified sectors the
country aims to prioritise and push for global leadership — artificial
intelligence (Al) and robotics. China’s nationwide Al development
plans are aspirational: by 2030, China’s Al technologies and
applications will lead the world with a domestic Al industry worth
RMB1 trillion and related industries will reach RMB10 trillion.

The Group is optimistic about the developing prospects of the
technology industry. Management consulting firm, McKinsey,
forecasted that Al could create a US$13 trillion uptick in the world
economy by 2030, boosting GDP by 16%; according to PwC's
global artificial intelligence study, Al is projected to boost China’s
GDP by 26% by 2030 as Al is expected to drive greater product
variety, with increased personalisation, attractiveness and
affordability over time. While the potential for Al technologies
across industries is still developing, the Group sees a world of
technology shaped by intelligence; in the future these Al
technologies will be expanded for the benefit across mass
industries. To fuel that vision, the Group has tapped into the fund
management and venture capital of the technology industry, and
to grasp the precious investment opportunities in the emerging
technological companies with promising prospects. The Group will
continue to devote resources to embrace the momentum of the

industry development for long-term growth.
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Chairman’s Statement

On the basis of continuous expansion of the Group’s asset
management business, the Group looks forward to further
expanding its income streams and paving the way for future
development through the provision of a wider array of
comprehensive financial services. The Group had, through a
wholly-owned subsidiary, Hongda Securities Limited, successfully
registered with the Securities and Futures Commission (SFC) of
Hong Kong as a licensed corporation to carry on Type 1 (dealing in
securities) regulated activities. The Group is currently putting its
efforts in launching its financial services business, with the aim of
gaining an advantageous position in the financial services market
by providing flexible, convenient and tailor-made services. The
Group continues to make progress to solidify its foundation to fully

transform into a financial holding company.

Despite the challenging global market environment, the Group
adhered to its diversification strategy and continued to persist in
excellent execution, accomplishing successful achievements in new
breakthroughs in business portfolio expansion. During the year,
the Group is actively investing in the field of Al and its related
businesses which will help to accelerate the development of
service robot industry. In addition, the Group also invests in the
educational industries that are closely related to people’s lives, the
Group has completed the acquisition of 51% equity interests of
Mercury Union Limited, the old site of New York’s Dowling College
in 2017 as an opportunity to enter into the investment business of
the U.S. education industry. The Group seized investment
opportunities in these sunrise industries, which is in line with the
Group's strategy to invest in high-quality projects to enhance the
Group's long-term development potential.

T EE

ERBRERAREEETEXGMAR L - K
SEEEEBRHEZ AT RRBEARA
KR - HERKER - AREZ2EHE AR
MESEESFBERATDKNNEBEESRBAE
ERERZES (BES) MK AT ETE —
B(REBHERS)REERHNFEEE - KEER
ERNELESBRBES - BBREHE
EEREIERBESBIRG T SEBEED T
- AEERERYERENER  #ERE
DATRIERARNTREIEE -

BERRMBREADZHE  AEERIEZ T
L5 BERRHEWNTH - FREBHES
BRANESHTEREE - KEE - XEEKXN
REATE e MAERA RIS R - IR RF e
AEENER o 1IN NEB MR E E A4
EBBHBNHETTE  — S —tFTRNE
3 B 4 4 8 MR E2 B B 4IE A B] Mercury Union
Limited 51% 80 #& - AML{EREAEZEHE
TERBEEBNME - REEIEZERGE
FHREWE EHRASEREEZER R
AREBEREERENNBME 3 -

Annual Report 2018 =% — \GF 4R

05



06

Chairman’s Statement

T FEERE

Looking ahead to 2019, China will continue to make efforts to be a
leader in the emerging technology sector and actively respond to
the global economic challenges. With perseverance in scale
development, the Group will leverage on the national policies for
nurturing emerging technology industry clusters and promoting
consumption and investment. The Group will continue to explore
high-quality projects in technology and seek investment
opportunities in diverse sectors to firmly strengthen the Group's
strategic direction and to sustainably enrich the Group's asset
portfolio.

Last but not least, on behalf of the Board, | would like to extend
my heartfelt gratitude to the Group’s shareholders, clients,
investors, partners and employees, for their unwavering support
and contribution. We will enhance our performance to the best of
our ability and will produce a more promising result and a great

business expansion for a brighter future.

Tung Shun
Chairman and Executive Director

Hong Kong, 28 March 2019
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Management Discussion and Analysis

ERE

BUSINESS REVIEW

Car Rental Business

During the year, the Group continued its operation of the car rental
services business in China through its indirect wholly-owned
S O
Al). The Group's car rental business segment

subsidiary, Beijing Tu An Car Rental Services Limited* (1t 7%
EHEBEREMER
persisted to target on high-end and middle-end corporate
customers. Benefited by the development of burgeoning online
market, short-term leasing kept on growing as one of the
mainstream transportation choices for individual consumers, while
traditional long-term leasing remained vigorous. Therefore, the
Group has secured its stability and profitability in this competitive
market. For the year ended 31 December 2018, the car rental
segment recorded a revenue of approximately HK$24.5 million
(2017: HK$27.4 million) and gross profit of approximately HK$1.5
million (2017: HK$4.2 million), representing a gross profit margin
of approximately 6.2% (2017: 15.3%).

Materials Trading Business

The materials trading business has maintained as a stable source of
income for the Group. For the year ended 31 December 2018, the
Group's materials trading business recorded a revenue of
approximately HK$1,064.9 million (2017: HK$2,972.4 million) and a
gross profit of approximately HK$55.1 million (2017: HK$110.5
million), representing a gross profit margin of approximately 5.2%
(2017: 3.7%). The decrease in revenue from materials trading
business in 2018 was mainly due to the negative sentiment of the
China-United States trade war, which affected global economy and
reduced the demand for commodities. In 2019, manufacturing will
be seen as a vital sector, and the Chinese government has
proposed to introduce a variety of favorable policies to foster
manufacturing industry. On that account, the demand of materials
trading business will increase and a promising future is anticipated

in this business segment.
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Management Discussion and Analysis

B [E 5w M AT

Financing Services and Investment Business

The Group has a money lenders licence under the Money Lenders
Ordinance (Chapter 163 of the Laws of Hong Kong) through a
wholly-owned subsidiary, to conduct money lending business in
Hong Kong through the provision of loans. The Group is
accelerating the development of its financing services for the
purpose of building a diversified financial services platform with
sustainable development, to deliver a more comprehensive and

exceptional financial services to its investors.

During the year, the Group focused on the development of core
business such as financial investment and asset management,
Meanwhile, the Group proactively explored new business
opportunities to invest in Al, robotics and healthcare.

In May 2018, the Group entered into a capital increase agreement
with Higgs Dynamic (Zhuhai) Company Limited* (75 & 87 &) ) & 5%
(3k/8)BMR A7) (“"Higgs Dynamics”), pursuant to which the Group
has conditionally agreed to contribute RMB51.0 million (equivalent
to approximately HK$63.3 million) in cash for 60% of the enlarged
registered capital of Higgs Dynamics. Higgs Dynamics is primarily
engaged in the research and development, production and sales
of service robots.

In January 2019, the Group successfully registered with the
Securities and Futures Commission (SFC) of Hong Kong as a
licensed corporation to carry on Type 1 (dealing in securities)
regulated activities through a wholly-owned subsidiary, HongDa
Securities Limited.

FUTURE OUTLOOK

According to the Central Economic Work Conference, the principal
tasks of China’s economy in 2019 strive to future develop on high
quality manufacturing, boost the development of domestic market,
accelerate economic and institutional reforms, as well as to push
forward all-round opening-up. A series of proactive fiscal policy
and prudent monetary policy is predicted to be carried out to
revitalize the market. These favorable factors will further strengthen
the continuous uptrend of China’s economy. Therefore, the
Group's management is confident in upholding the
implementation of a diversified development strategy while
placing great effort in expanding its financial and asset

management businesses.
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Management Discussion and Analysis

B [E 5w M AT

The evolution of technology will bring us great prospect and
tremendous potential. The Group will make full use of its
experience to seize the opportunities by placing emphasis on

innovative areas.

Looking forward, the Group will actively seek new investment
opportunities in order to expand its business portfolio, and to be
committed in building a holistic financial services platform. By
leveraging on our ever-growing financial management ecosystem,
we believe that the Group will create fruitful return for our

shareholders in the long run.

FINANCIAL REVIEW
Results of the Group

Revenue

During the year ended 31 December 2018, the Group recorded a
revenue of approximately HK$1,097.6 million, which represented a
decrease of 63.4% as compared to the revenue of approximately
HK$3,000.0 million as recorded for the year ended 31 December
2017. As mentioned in the section headed “BUSINESS REVIEW”,
the decrease was mainly resulted from the decrease in materials
trading from approximately HK$2,972.4 million for the year ended
31 December 2017 to approximately HK$1,064.9 million for the
year ended 31 December 2018.

Cost of sales

Cost of sales of the Group decreased by approximately 64.2%
from approximately HK$2,883.1 million for the year ended 31
December 2017 to approximately HK$1,031.6 million for the year
ended 31 December 2018. The decrease was mainly attributable
to the decrease in sales volume of materials trading during the

year.

Gross profit and margin

The Group recorded a gross profit of approximately HK$65.9
million for the year ended 31 December 2018, representing a
decrease of approximately 43.6% as compared to the gross profit
recorded in the prior year. The gross profit margin increased by
approximately 53.8% from approximately 3.9% in 2017 to
approximately 6.0% in the year. The increase was mainly resulted

from the increase in average selling price of materials.
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Management Discussion and Analysis

B E T N T

Other income and gains, net

Other income and gains, net of the Group increased from
approximately HK$58.5 million for the year ended 31 December
2017 to approximately HK$334.1 million for the year ended 31
December 2018. The increase was mainly resulted from fair value
gain on derivative financial instruments in relation to convertible
bonds of approximately HK$90.8 million (2017: HK$53.4 million);
fair value gain on financial assets at fair value through profit or loss
of approximately HK$177.6 million (2017: Nil); fair value gain on
investment property of approximately HK$26.3 million (2017: Nil);
amount received from customers for late settlement of trade
receivables of approximately HK$23.0 million (2017: Nil) and
dividend income from an unlisted equity investment of

approximately HK$9.7 million (2017: Nil) during the year.

Selling and distribution expenses

Selling and distribution expenses increased from approximately
HK$2.8 million for the year ended 31 December 2017 to
approximately HK$7.6 million for the year ended 31 December
2018. The increase was mainly due to extra cost incurred in
financing services and investments segment as a result of business

expansion during the year.

General and administrative expenses

General and administrative expenses increased by approximately
97.6% from approximately HK$62.5 million for the year ended 31
December 2017 to approximately HK$123.5 million for the year
ended 31 December 2018, was mainly due to the extra cost
incurred as a result of business expansion during the year. The
average employee headcount increased by 96 and resulted to the
increase in staff cost by approximately HK$29.2 million. Extra
administrative expenses of approximately HK$23.8 million also
incurred in relation to an investment property in the United States,
which was acquired in the second half of 2017.

Finance costs

Finance costs increased from approximately HK$74.4 million for
the year ended 31 December 2017 to approximately HK$156.1
million for the year ended 31 December 2018, mainly due to (i)
drawdown of certain new interest-bearing other borrowings; and (ii)
issue of new convertible bond during the second half of 2017 to

finance investments and acquisitions.
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Management Discussion and Analysis
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Income tax expense

Income tax expense increased from approximately HK$6.7 million
for the year ended 31 December 2017 to approximately HK$27.7
million for the year ended 31 December 2018, which was mainly
due to the increase in deferred tax expenses of approximately
HK$26.8 million as a result of the net effect of fair value gain on
financial assets at fair value through profit or loss, fair value gain on

investment property and allowances for ECLs on trade receivables,
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loan and other receivables. I
Liquidity and Financial Position REBES R T BT
2018 2017
—E-N\F —E—tF
HK$'000 HK$'000
FET FETT
Current assets MENEE 1,134,065 1,081,985
Current liabilities mEAE 606,457 528,972
Current ratio mENLL =& 1.87 2.05
At 31 December 2018, cash and cash equivalents of the Group RZZE—N\FT+ZA=1+—0 FXEEHNRS
amounted to approximately HK$17.9 million (2017: HK$29.4 KR&ZFEBWHOR/I1TIBEBT(ZT—+F:

million).

As at 31 December 2018, the Group had interest-bearing bank and
other borrowings amounted approximately HK$715.5 million (2017:
HK$376.2 million) and the Group also has liability component of
convertible bonds of approximately HK$345.4 million (2017:
HK$316.9 million).

In view of the Group’s current level of cash and cash equivalents,
funds generated internally from our operations and from the bank
and other borrowings raised, the Board is confident that the Group
has sufficient financial resources to meet its debt repayment and

finance needs for its operations for the foreseeable future.

294BEBETT) °

R=ZZE—N\F+=-A=+—8 AEEZE
BITRHEMBEENA7ISSEEST(ZE
—+F : 3762 B BEET) RASEJRRES
ZEEHNH A5 ABEBT(ZE—+5F
316.9BEHBIT) °

EZRIAEERARe LA FEBWHIRF
REBABEEARBENRITREMEER
BHES  EFQREAKEBRBUBER
NEMBRZEBREEMAREFERNES

FEo
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and Analysis

Gearing Ratio EXGELE
2018 2017
—E—N\F —E—+F
HK$'000 HK$'000
THET FAT
Total interest-bearing bank and other FFERITREMEER
borrowings and liability component AMRESFBESDHER
of convertible bonds 1,060,973 693,007
Total assets WaEE 2,039,568 1,852,545
Gearing ratio BEAMBLE 52.0% 37.4%

The increase in the gearing ratio was mainly due to the drawdown

of certain new interest-bearing other borrowings during the year.

At 31 December 2018, the maturity profile of the interest-bearing
bank and other borrowings of the Group falling due within one
year and the second year to third year, amounted to approximately
HK$360.1 million (2017: HK$276.2 million), and HK$355.5 million
(2017: HK$100.0 million), respectively, of which bank and other
borrowings of approximately HK$49.1 million (2017: HK$76.8
million) is denominated in Renminbi and approximately HK$354.2
million (31 December 2017: HK$119.3 million) is denominated in
US dollar.

At 31 December 2018, the maturity profile of the liability
component of the Group's issued convertible bonds falling due
within one year and from the second year to third year amounted
to approximately HK$93.7 million (2017: HK$93.9 million) and
HK$251.8 million (2017: HK$222.9 million), respectively.

HongDa Financial Holding Limited 5.3 @ @A AR A A

BEEABHERN LA ETERRAFERRE
THIERT B EMEEME -

R-ZBE—-NFE+-_A=1+—8 AE£ER—F
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BSR4 A3601BEBL(ZTE—LF:
276 2E8B B L) M35 5EB B L(ZE—+
F:100.0B8BT) - ERRITEREMEETLD
BAINBEERT(ZE—tF 76 8BFEBIT)
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FE+—F=+—H:1193BEHFT) A=t
{E o
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Management Discussion and Analysis

BIE

Capital Structure

The capital of the Company comprises only ordinary shares of
HK$0.01 each (the “Shares”). At 31 December 2018, the total
number of issued shares was 6,810,750,454 (with an aggregate
nominal value of HK$68,107,505). The total number of issued

shares had been changed during the year as follows:

AT

7 A

BARER

AR ENERAEBR - §I80.01 BT
B - R=ZE—N\F+=-_A=+—8 BT
B% {7 #8 %% /5 6,810,750,454 1% (T 1B 42 58 &
68,107,505 7T ) - BEBITIRMNBERAFE
ZEBIT

No. of Shares
PeanE 4=

At 1 January 2018
Add: issue of ordinary shares (Note)

R—ZE—-N\F—H—H
hn o BT E AR (BEE)

6,634,170,454
176,580,000

At 31 December 2018

R-TF-NF+-_A=+—H

6,810,750,454

Note:

On 4 May 2018, the Company entered into a conditional placing agreement with an
independent placing agent whereby the Company conditionally agreed to place,
through the placing agent, up to 176,580,000 placing shares to not less than six
independent placees at a price of HK$0.3 per placing share (the “Placing”). On 23
May 2018, an aggregate of 176,580,000 new shares were placed at HK$0.3 per
placing share. The proceeds were credited to the share capital account at par at
HK$0.01 per share amounted to approximately HK$1,766,000. The remaining of the
proceeds from the placing of new shares of approximately HK$50,681,000, net of
transaction costs, were credited to the Company’s share premium account. The
Placing was completed on 23 May 2018.

Please refer to the announcements of the Company dated 4 May 2018 and 23 May
2018, on the issue of the ordinary shares.

Use of proceeds from financing activities during the Year

fiaE

RZZE—\FHAMNBE ARAHE—2BIRERIET L
BRHEEHR Bt ARAFAERGEREEZBESERE
LA AR BC & AR 19 0.3 B T 2 BIg M D 7N & B AL A RR
E 5% 176,580,000 AL &R H ([BREEE]) - R=ZT—/\
FARAA=Z+=08 ' A££176,580,000 A& 37 A% 1 = = A Fr & A%
0.3 E © FTSFIBIREESR0.01 BTt ARAER
B &54/51,766,000/8 7T - BL&E B FTERBHELD
50,681,000 7T (FBRR 5K A) Bt AR R BRI = EER o
BEEEHEER=T—/\FRA=-+=A%K -

HEFEL2HARAESAA T - \FRAANBR=Z—N
FRA-+T=REBBTEBRZ M -

RAFEREZDHAEREAR

Actual use of proceeds as at

Date of the Fund raising 31 December 2018

announcement activity Net proceeds raised Intended use of proceeds #HE_Z—I\F+_A=+—HFRBRE

NEEH KEEH BRZMBRASRE MERACRERE ZERRE

4 May 2018 Placing of new  Approximately For general working capital ~ Fully utilized as intended, as to (i)

ZZ-\FEAMAB  shares HK$53 million and/or further purchase of materials for the material
R EHBRI KS3REAT investments of the trading business approximately HK$50

Group as and when the
opportunities arise

AR-—REFELR/SR

million; and (ii) general working capital
approximately HK$3 million
THARNETERR  EP()MBESEE

SEREBELREEE ZHRRBAORSOBREET i) —&
—FRE EEASNA3BEET
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Foreign Currency Exposure

The foreign currency exposure of the Group primarily arises from
revenue or income generated, cost and expenses incurred and
certain bank and other borrowings denominated in currencies
other than the functional currency of the Group's operating units.
For the Group's operating units that have United States dollar and
Renminbi as their functional currency, their foreign currency
transactions and the units’ monetary assets and liabilities
denominated in foreign currencies that were translated at the
functional currency rates of exchange ruling at 31 December 2018
were mainly denominated in Hong Kong dollars. The Group
expected that the exposure to exchange rates fluctuation was not
significant and therefore had not engaged in any hedging

activities.

Charges on the Group’s Assets

At 31 December 2018, certain of the Group’s other borrowings
were secured by the Group's trade receivables of approximately
HK$665.6 million (2017: HK$602.2 million) and investment
property of approximately HK$250.5 million (2017: HK$218.8
million). As at 31 December 2017, the Group's other borrowings
were secured by Group's motor vehicles of approximately HK$2.4
million.

Contingent Liabilities

At 31 December 2018, the Group provided a corporate guarantee
in favour of an independent third party in respect of a loan facility
granted to an associate of the Group up to an aggregate amount
of approximately HK$205.0 million (2017: HK$205.0 million), of
which HK$17.7 million (2017: HK$23.1 million) has been utilised.

Capital Commitments

As at 31 December 2018, the Group had outstanding capital
commitments amounted to approximately HK$136.2 million (31
December 2017: HK$26.4 million).

DIVIDENDS

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

HongDa Financial Holding Limited 5.3 @ @A AR A A
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ANNUAL GENERAL MEETING

It is proposed that the annual general meeting of the Company will
be held on Friday, 31 May 2019 (the "AGM"). The notice of the
AGM will be despatched to the shareholders of the Company and
available on the websites of the Company and the Stock Exchange

in due course.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from
Monday, 27 May 2019 to Friday, 31 May 2019, both days inclusive,
during which period no transfers of shares shall be effected. In
order to qualify for attending the forthcoming AGM, all transfer of
shares, accompanied by the relevant share certificates and transfer
forms, must be lodged with the Company’s branch share regjistrar
and transfer office in Hong Kong, Tricor Investor Services Limited,
at Level 22, Hopewell Centre, 183 Queen'’s Road East, Hong Kong
for registration not later than 4:30 p.m. (Hong Kong time) on
Friday, 24 May 2019.

EMPLOYEES AND EMOLUMENT POLICY

At 31 December 2018, the Group employed a total of 147 (2017:
51) employees. Total staff costs including Directors’ emoluments,
amounted to approximately HK$53.4 million for the year (2017:
approximately HK$24.2 million). The emolument policy of the
Group is determined with reference to the performance,
qualifications and experience of individual employees (including
Directors), as well as the results of the Group and the market
conditions. The Group provides discretionary bonus, medical
insurance, provident fund, education subsidy and training to its

employees.

MATERIAL ACQUISITION AND DISPOSAL OF
SUBSIDIARIES OR ASSOCIATED COMPANIES

Save as disclosed in this report, the Group had no material
acquisition or disposal of subsidiaries or associates during the year
ended 31 December 2018.

At 31 December 2018, the Group had no specific plan for major
investment or acquisition for major capital assets or other
businesses. However, the Group will continue to identify new

opportunities for business development.

RRBEFERE

AARBR -_ZE—NERA=1+—HB(EHH)
BITREAFAS ((REBEFAE]) - REA
FRGBEBENEERBTETARRBRRER
FEERIARAD T R ATA N, o

EENERREMES

ARAHRREMEBE—_E-—NFRA-TL
B(EP)E-FT-NFAA=1t—H(EH
) (EEMAREER)EEREERE  HIFE
BrAERBRNNEFPELTE - RNAE
REFRERRBESF RS - BERMNEP XMt
BRAEREMBEPRBUAR_T—NFA
AZ+WB (2R TFOER=17 (FEK
B) AR EARRRREBBNBRNBEERLD
REEBFELARLA - WU AEBEEA
BRIBIFAMA L2218 - EITERLRTRER -

B8 & %M B

RZZ—N\F+-A=+—18 AE£EERE
H147Z(ZT—+F :51K)EB - KFEE
IRABE(BRREESEMS) N ASE4AEE
T(CZE—+F: Q24288 T) - AEEZ
FHBRD2EENET (REESE) 2KRE -
BEREHBRAEE EERTREE - A
SEAEIRHEMBIEL  BERR 2K
T BB ML RIEI -

BEABBERLEHBLRNBEQ
Gl
BABERBEEIN  ARERBE_T—N\F
t o AZ+— BRI EE AR R

BARSMEAR -

RIB-NF+_A=+—0 AKEYLESF
AEABAEERHEMER Z AREANKREN
WiEsTEl - AT - AEBREEMEMERHE
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Biographical Detalls of Directors and Senior Management

SEENERERE

DIRECTORS

Executive Directors

Ms. Tung Shun, aged 51, has been appointed as a Non-executive
Director of the Company and the Chairman of the Board since 12
February 2018 and has been redesignated as an Executive Director
since 13 April 2018. She holds a bachelor degree in International
Taxation from the Finance Department of Dongbei University of
Finance & Economics, the People’s Republic of China. Ms. Tung
has more than 7 years of experience in international trade and 22
years of experience in financial services in Hong Kong and has held
senior positions in these sectors. Ms. Tung was a member of the
Management Committee and the managing director of CMB
International Capital Corporation (fBREIFE S B AR 2 a]) from
May 2009 to September 2017. She was the Head of House Team
of Guotai Junan International Holdings Limited (BIZ=% 22 BlBR 122 f%
B2 7)) from April 2000 to May 2009.

Ms. Chen Xiaohang, aged 33, has been appointed as the Chief
Executive Officer of the Company since 16 August 2016 and has
been further appointed as an Executive Director of the Company
since 19 April 2017. She holds a master degree in Business
Administration from the Hong Kong University of Science and
Technology, a master degree in Global Communications from the
Chinese University of Hong Kong and dual bachelor degrees in
Broadcasting Journalism and Marketing from Wuhan University.
Ms. Chen had worked in iPR Ogilvy, responsible for IPO public
relations projects and investor relations and media relations
concerning listed enterprises in Hong Kong. Thereafter she joined

NCF Media group and acted as its co-chief executive officer.

HongDa Financial Holding Limited 5.3 @ @A AR A A
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Non-executive Directors

Mr. Li Xiaolu, aged 60, has been appointed as a Non-executive
Director of the Company and the Vice-Chairman of the Board since
19 April 2018. Mr. Li studied at Cleveland Institute of Music from
1983 to 1986. He was director of orchestra of North Carolina State
University from 1986 to 1992; music director and conductor of
Acadiana Symphony and University of Louisiana Lafayette
Symphony from 1992 to 2002; and chief conductor of China
National Symphony and Tianjin Symphony from 2002 to 2006. Mr.
Li is the President and CEO of Louisiana China Business Alliance
and Senior Vice President of Triton International Resources LLC. He
is also the chairman of the board of HuaGuang Energy Ltd. Apart
from being an accomplished symphony conductor, Mr. Li is also an
educator, a businessman and a philanthropist. Mr. Li has served as
consultant and crisis manager (China Operations) for large
international organizations such as Kerr-McGee, IBM, Allied-Signal,
Baker-Hughes, Sohio, CitiGroup, Pfizer Corp etc. Mr. Li's
accomplishments have been widely covered by various leading
international media outlets including CBS Sunday Morning News,
New York Times, Wall Street Journal, Associated Press, People
Daily of China, China News Service, and XinHua News Agency. Mr.
Li's remarkable accomplishments in US-China cultural and
educational exchanges have also been directly recognized by US
leaders such as former Speaker of the House and Congressman
Newt Gingrich, former Senator Christopher J. Dodd, former
Senator John Breaux, current Senator Bill Cassidy, as well as former
Governor Jodi Rell, former Governor Mike Foster and former
Governor Kathleen Blanco. On December 15th of 1998 and 2007,
the US Capitol flew their main flags in honor of Mr. Li and his
contributions to improving US-China relations.

FHITES
EMEXE O BT /\FWA+IH
BEZERARAFENTEEREEGRF
& o FTEE—NN=ZFE—NN\FEERE
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Hiﬁi‘ﬁ%‘ﬁﬁﬁﬁﬂﬁﬁiﬁir o RHEHERT
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Ms. Wang Li, aged 43, has been appointed as a Non-executive
Director of the Company since 25 September 2017. Ms. Wang is a
senior media practitioner and winner of the national Gold
Microphone Award (% & #€), and had served as a producer and
senior management for several television broadcasting
corporations in the People’s Republic of China. Ms. Wang had
participated in and hosted a large number of live broadcast theme
activities and is a frequent winner of nation-wise awards such as
the Star Award (£ ¢ #), the top TV arts award in China. She has
more than 20 years of experience in full range media operations,
brand building and strategic promotion. Ms. Wang is the Executive
Vice-President of Jinan Natives Association of Hong Kong (&%
FRZE).

Independent Non-executive Directors

Mr. Wong Yiu Kit, Ernest, aged 51, has been appointed as an
Independent Non-executive Director of the Company since 16 July
2014. He is also the Chairman of the Remuneration Committee, a
member of the Audit Committee and the Nomination Committee
of the Company. Mr. Wong graduated from the University of Hong
Kong with a bachelor degree of Business Administration. He also
obtained a master degree of Science in Investment Management
from the Hong Kong University of Science and Technology and a
master degree of Science in Electronic Engineering from the
Chinese University of Hong Kong. He is a fellow member of the
Hong Kong Institute of Certified Public Accountants, the
Association of Chartered Certified Accountants and the Institute of
Chartered Accountants in England and Wales. Mr. Wong is also a
charter-holder of Chartered Financial Analyst and a member of
Hong Kong Securities Institute.
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Mr. Wong has served as the president and the group chief financial
officer of KVB Kunlun Holdings Limited since 2011 and he is also
an executive director, the chief financial officer and the company
secretary of KVB's group company, KVB Kunlun Financial Group
Limited (Stock Code: 6877) (listed on the Main Board of the Stock
Exchange). Mr. Wong has also served as the independent non-
executive director of Renheng Enterprise Holdings Limited (Stock
Code: 3628), Progressive Path Group Holdings Limited (Stock
Code: 1581), China Regenerative Medicine International Limited
(Stock Code: 8158) and Common Splendor International Health
Industry Limited (Stock Code: 286) (all companies are listed on the
Stock Exchange); and the non-executive director of Adamas
Finance Asia Ltd (formerly known as China Private Equity
Investment Holdings Limited, a company listed on the Alternative
Investment Market of London Stock Exchange Plc. and Frankfurt
Stock Exchange). He also assumed various positions such as the
executive director and the chief financial officer of China Private
Equity Investment Holdings Limited, the chief financial officer of
Hong Kong Applied Science and Technology Research Institute
Company Limited and the vice president of Vertex Management
(HK). He had been an independent non-executive director of
Legend Strategy International Holdings Group Company Limited
(Stock Code: 1355) and had also held various management
positions in Guangdong Investment Limited and Transpac Capital
Limited.

Mr. Wong is also actively involved in public services and is now
serving as the deputy chairman of the HKU Convocation, a court
member of The University of Hong Kong, a committee member of
the Association of Chartered Certified Accountants Hong Kong,
and a member of the Twelfth Shandong Province Committee of
the Chinese People’s Political Consultative Conference. Mr. Wong
was the immediate past president of the Hong Kong University

Graduates Association.
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Mr. Zhao Xianming, aged 42, has been appointed as an
Independent Non-executive Director of the Company since 16 July
2014. He is also the Chairman of the Audit Committee, and a
member of the Remuneration Committee and the Nomination
Committee of the Company. He assumed various positions such as
the supervisor of the legal and auditorial center of Fanhua
Construction Group Limited* ((ZEZEREEBR D
legal counsel, the vice-president and the board secretary of China
Agritech Inc. (a company listed on the NASDAQ Stock Market). He

graduated from China Foreign Affairs University with a master

A]), the general

degree of International Law and is a certified enterprise risk

manager.

Dr. Guan Huanfei, aged 61,

Independent Non-executive Director of the Company since 22

has been appointed as an

June 2018. Dr. Guan has extensive experience in the finance and
insurance industry in Hong Kong and the PRC. He served various
senior managerial positions in the People’s Insurance Company of
China (Jilin Branch)( Bl A RIRBE AR FME DA F]
department of Hong Kong and Macao Regional Office of China
Insurance Group (F Bl 4% & & B & I ), Ming An Insurance
Company (Hong Kong) Limited and China Pacific Insurance Co.,
(HK) Limited. Dr.
Communications, including the deputy chairman of the risk asset

Al), the business

Guan also held offices at the Bank of

management committee, deputy chairman of credit asset
management committee, chairman of loan verification committee,
deputy general manager of the Bank of Communications Hong
Kong Branch, the director of Bank of Communications Trustee
Limited, the chairman and chief executive of China BOCOM
Insurance Co., Limited and an executive director and general
manager of BoComm Life Insurance Company Limited. Dr. Guan is

also an economic and technical consultant of Jilin Provincial

Government (& M& A RBUR & ST EER ).
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Dr. Guan is an independent non-executive director of China
Nonferrous Mining Corporation Limited (stock code: 1258),
Sunwah Kingsway Capital Holdings Limited (stock code: 188),
Huarong International Financial Holdings Limited (stock code: 993)
and China Shandong Hi-Speed Financial Group Limited (stock
code: 412). He was the chairman emeritus of Culturecom Holdings
Limited (stock code: 343) and the chairman of the board of
directors of UCAN.COM Group Limited, a subsidiary of Culturecom
Holdings Limited, from July 2013 to March 2016. Dr. Guan was an
executive director of CCT Land Holdings Limited (stock code: 261)
from May 2015 to September 2017 and an independent non-
executive director of Silver Base Group Holdings Limited (stock
code: 886) from March 2008 to January 2011. He was re-
designated as an executive director and appointed as the chief
executive officer of Silver Base Group Holdings Limited from
January 2011 to December 2012 and has been engaged as its
senior consultant since January 2013. Dr. Guan was a non-
executive director of Ping An Securities Group (Holdings) Limited
(Carrying on business in Hong Kong as PAN Securities Group
Limited) (Stock Code: 231) from 1 December 2017 to 21 June
2018. All the above companies with stock codes are companies
listed on the Stock Exchange. Dr. Guan has been a part-time
researcher of the Insurance Research Centre of Fudan University
since 2004. He has also been appointed as a part-time lecturer of
professional degree of Fudan University since 2013. Dr. Guan
obtained his doctoral degree in Economics in 2000 from Wuhan
University and was a post-doctoral researcher in Theoretical
Economics with Fudan University from 2000 to 2002.
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EEEARA A (BRI - 343) REEE R
H F A A]JUCAN.COM Group Limited Z & %
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A gaghREmE@ARA R (RMH KR :
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——F—H BT ZEREEEZEKRERA
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The Board is pleased to present this corporate governance report
for the year ended 31 December 2018. This report highlights the
key corporate governance practices of the Company.

CORPORATE GOVERNANCE PRACTICES

The Company acknowledges the importance of good corporate
governance practices and procedures and regards a pre-eminent
board of directors, sound internal controls and accountability to all
shareholders as the core elements of its corporate governance
principles. The Company endeavours to ensure that its businesses
are conducted in accordance with rules and regulations, and
applicable codes and standards. The Company has adopted the
Code Provisions of the Corporate Governance Code (the “Code”)
as set out in Appendix 14 to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”).

The Board reviews at least annually the corporate governance
practices of the Company to ensure its continuous compliance with
the Code, and make appropriate changes if considered necessary.
The Company was in compliance with the applicable code
provisions in the Code (the “Code Provision”) for the year ended
31 December 2018. The following sections set out the principles in
the Code as they have been applied by the Company, including
any deviations therefrom, for the year under review.

BOARD

The Company is governed by the Board, which is responsible for
overseeing the overall strategy and development of the Company,
as well as monitoring the internal control policies and evaluating
the financial performance of the Group. The Board sets the overall
strategies and directions for the Group with a view to developing

its business and enhancing the shareholders’ value.

As at 31 December 2018, the Board comprises two executive
Directors, two non-executive Directors and three independent non-
executive Directors. During the year ended 31 December 2018,
the Board held a total of 14 meetings.

HongDa Financial Holding Limited 5.3 @ @A AR A A

BIEFENEEEARE - AREAENAR
AINEBRREEAER -

TEERER
ARRERARFEXEEARRAMEFNER
- EERLINESS  RENAIEE [
ERERAEENEXEARANZOESR - K
RABAEREXGETHERARRAER - LA
RSB ERTRREE - AABRABTEHE
RHAMARARES EmRR ([ EHRA D) M
8%+ AT E e X B0 5T AN (T SRR ) B9 <7 Bl A6
S e

BEEEMARINBE_T—N\F+_A=1—
$ H

EXeBFEIRNARFNEEERRER —
R ERANRB —BEEBTTAERRERS
FERFEHEEENR - ARAREBE_FT N
F+-A=t—BLFER—EETTRINE
AP RIS (TPRIMESC]) - AT S EEA AR
AIREBEFEERATRINRR - BEEARRE

B e

BExg

AAFIBHEFEE L EFEAREEEAR
AIMEBRBANER  ARERABEZER

ERHEARBOMERER - EESHIFTAKHE
HBEEREE M8 UBREBIIESKRERE
18-

MR-ZB-NF+_A=1+—8 EEE€HMM
WITES - MO ERITEE R =B IENTT
E5EK - REE_T—\F+-_A=+—H
IEFER  ESSHBITTUREH -



Corporate Governance Report

During the Year, the attendance of each Director is set out below:

N\ B85 A ER A=
PTEBEIEWS
FR - SEENEFEBRLOT :

Meeting attended/
meetings entitled

to attend
ERHERE
Director = BRHEXRH
Executive Directors (“ED(s)") BITER(TRTES])
Ms. Tung Shun (appointed as NED on E ERt(R-F-NFE-_A+=-H
12 February 2018 and redesignated as ED EZERIHHNTEE IR -ZF—NF
on 13 April 2018) AR+ =HBERHTTEE) /m
Ms. Chen Xiaohang PREEMIZZ L 14/14
Ms. Deng Shufen (resigned on 5 February 2018) BB 2+ (R =F—/\F = A A HEFHE) 0/2
Mr. Gong Qingli (resigned on 13 April 2018) gLt (R-ZFE—/NFEMA+=H
BHE) 4/6
Non-executive Directors (“NED(s)") FERMITER([ERMTEED
Mr. Li Xiaolu (appointed on 19 April 2018) TEELER=_F-NFOA+H
EZ(T) 5/7
Ms. Wang Li F FEzt 11/14
Mr. Jiang Tengfei (resigned on 13 April 2018) IEREE(R=F—NFHA+=H
BHE) 4/6
Independent Non-executive Directors (“INED(s)”) I IFRITEE([BIFRTEE])
Mr. Wong Yiu Kit, Ernest HIRGESEAE 14/14
Mr. Zhao Xianming HER LA 9/14
Dr. Guan Huanfei (appointed on 22 June 2018) ALt (R=FE—-NFANA=-+=H
EZ(T) 3/3
Mr. Fang Jun (retired on 30 May 2018) H EBEER-ZF-NFAA=F+H
RIF) 8/9

During the Year, the INEDs provided the Company with a wide
range of expertise and a balance of skills and brought independent
judgment on issues of strategic direction, development,
performance and risk management through their contribution at
Board meetings and Committee meetings. Throughout the year
and up to the date of this report, the Company has complied with
the requirements under Rules 3.10(1) and (2) of the Listing Rules.
The former Rule requires that every board of directors of a listed
issuer must include at least three INEDs and the latter Rule requires
that at least one of the INEDs must have appropriate professional
qualifications or accounting or related financial management

expertise.

FN - BIUFRTEEFRARBEREZESE
MBERRESAHEORE  TERAEESER
REZEEEEH  HREAHLH  FE  RERRA
fERESEENE LA  REEFEAR
HEABREBR  ARAGE2EFLEMRANE
3.1001) & (2) &8 T RI#RE o Al —IE AR BIIRE
MR TANEZSVAREE D =B IE
WITEE ME—BRABREERRIS—E2H
VERNTEFV AR EEZFERNEGTK
AR S E I R AN -
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All INEDs also meet the guidelines for assessment of their
independence as set out in Rule 3.13 of the Listing Rules. Further,
up to the date of this report, the Board has not been aware of the
occurrence of any events which would cause it to believe that their

independence has been impaired.

The Company has received from each INED an annual confirmation
of independence pursuant to Rule 3.13 of the Listing Rules and the
Company still considers such Directors to be independent. The
INEDs are explicitly identified in all corporate communications. The
day-to-day running of the Company is delegated to the

management.

The Board has reserved for its decision or consideration matters
covering mainly the Group’s overall strategy, annual operating
budget, annual and interim results, recommendations on Directors’
appointment or re-appointment, material contracts and
transactions as well as other significant policy and financial matters.
The Board has delegated the day-to-day responsibility to the
management. The respective functions of the Board and
management of the Company have been formalised and set out in
writing and will be reviewed by the Board from time to time to
ensure that they are consistent with the existing rules and
regulations.

Regular Board meetings each year are scheduled in advance to
facilitate maximum attendance of Directors. At least 14 days’
notice of a Board meeting is normally given to all Directors who
are given an opportunity to include matters for discussion in the
agenda. The Company Secretary assists the Chairman in preparing
the agenda for meetings and ensures that all applicable rules and
regulations are complied with. The agenda and the accompanying
Board papers are normally sent to all Directors at least 3 days
before the intended date of a regular Board meeting (and so far as
practicable for such other Board meetings). Draft minutes of each
Board meeting are circulated to all Directors for their comments
before being tabled at the following Board meeting for approval.
All minutes are kept by the Company Secretary and are open for
inspection at any reasonable time on reasonable notice by any

Director.
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DIRECTORS’ INDUCTION AND CONTINUOUS
PROFESSIONAL DEVELOPMENT

On appointment to the Board, each Director receives a
comprehensive induction package covering business operations,
policy and procedures of the Company as well as the general,
statutory and regulatory obligations of being a Director to ensure
that he/she is sufficiently aware of his/her responsibilities under the

Listing Rules and other relevant regulatory requirements.

The Directors are regularly briefed on the amendments to or
updates on the relevant laws, rules and regulations. In addition,
the Company has been encouraging the Directors and senior
executives to enroll in a wide range of professional development
courses and seminars relating to the Listing Rules, companies
ordinance/act and corporate governance practices organised by
professional bodies, independent auditors and/or chambers in
Hong Kong so that they can continuously update and further
improve their relevant knowledge and skills. From time to time,
Directors are provided with written training materials to develop

and refresh their professional skills.
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According to the records maintained by the Company, the REAARFENGCE @ AFATABERFZE
Directors received the following training with an emphasis on the HXZEREHNIFT EENEE_ZT—N\F+=
roles, functions and duties of a director of a listed company in  A=+—RHIFEEESUTEER LHTAF

compliance with the requirement of the Code on continuous

professional development during the year ended 31 December

2018:

Corporate Governance, Regulatory Development and

Trainings or other relevant topics

EEmAE  BEELRBENE

ERER  EERRREJRHAEEER

Corporate
Governance,
Regulatory
Development
and Trainings
or other

relevant topics

LEER -
EERRRIEAN
Director BE=E REMMEREE
Executive Directors MITESR
Ms. Tung Shun ' Ert 4
Ms. Chen Xiaohang PBREEfT 2T 4
Non-executive Directors EBRITES
Mr. Li Xiaolu FREESLL v
Ms. Wang Li T FAixt v/
Independent Non-executive Directors BIFBITES
Mr. Wong Yiu Kit, Ernest mRGESE v/
Mr. Zhao Xianming HHRREA S A 4
Dr. Guan Huanfei BRI+
(appointed on 22 June 2018) (R=ZFE—N\FAA-+-_HEZMT) v
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INDEPENDENT NON-EXECUTIVE DIRECTORS

All the INEDs were appointed for a specific term but are subject to
retirement by rotation and re-election at the annual general
meetings in accordance with the Articles of Association of the

Company.

COMMITTEES

As part of the corporate governance practices, the Board has
established the remuneration committee, nomination committee,
and audit committee. All of the committees are chaired by and
composed of INEDs with terms of reference in accordance with the
principles set out in the Code.

REMUNERATION COMMITTEE

The Company established a remuneration committee (the
"Remuneration Committee”) on 27 November 2009 with written
terms of reference. As at 31 December 2018, the Remuneration
Committee comprises three INEDs, namely Mr. Wong Yiu Kit,
Ernest, Mr. Zhao Xianming and Dr. Guan Huanfei, and is chaired by
Mr. Wong Yiu Kit, Ernest.

The primary duties of the Remuneration Committee are formulating
remuneration policies, determining the specific remuneration
packages of Executive Directors and making recommendations to
the Board on the remuneration of Directors. During the year ended
31 December 2018, the Remuneration Committee reviewed and
made recommendations on the remuneration packages of the
existing Directors.

Details of the remuneration paid to members of the senior
management of the Group (including the Directors) by band for

the Year are set out below:
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Number of
senior management

Remuneration band ot EE E BREEEBZ AR
Below HK$1,000,000 &7 1,000,000 7 7T 5
HK$1,000,001 to HK$ 1,500,000 1,000,001 7 7t = 1,500,000 7 7T 3
HK$1,500,001 to HK$2,000,000 1,500,001 7 7t £ 2,000,000 7T 2
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During the Year, five Remuneration Committee meetings were

held and the attendance of each member is set out below:

FR-FMEZESBTTRRESE - TXHY

%W/\E’Utbf“\a/

Attendance

Committee Member =8 HEER

Mr. Wong Yiu Kit, Ernest =IRER A 5/5

Mr. Zhao Xianming HFR ST E 4/5
Dr. Guan Huanfei (appointed on 22 June 2018) F=3EB+ (R=F—NFNA=-+=H

EZE) 0/0

Mr. Fang Jun (retired on 30 May 2018) O BEER=FE-—NFAA=F+HREME) 3/4

NOMINATION COMMITTEE

The Company established a nomination committee (the
“Nomination Committee”) on 27 November 2009 with written
terms of reference. As at 31 December 2018, the Nomination
Committee comprises three INEDs, namely Mr. Wong Yiu Kit,
Ernest, Mr. Zhao Xianming and Dr. Guan Huanfei, and is chaired by
Dr. Guan Huanfei.

The primary duties of the Nomination Committee are reviewing
the structure, size and composition of the Board, formulating
relevant procedures for nomination of directors, identifying
qualified individuals to become members of the Board and making
recommendation to the Board on the appointment or re-
appointment of directors. During the year ended 31 December
2018, the Nomination Committee reviewed the composition of the

Board and made recommendations to the Board.

Board Diversity Policy

The Company aims to build and maintain a Board with a diversity
of Directors, including but not limited to gender, age, cultural and
educational background, or professional experience. The Board
has adopted a Board Diversity Policy which sets out the approach

to achieve and maintain diversity on the Board.
The Nomination Committee will discuss and agree annually

measurable objectives for implementing diversity on the Board and

recommend them to the Board for adoption.
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Director Nomination Policy
The Committee shall consider, among others, the following criteria

in evaluating and selecting candidates for directorships:

Character and integrity;

Personal attributes including professional qualifications, skills,
knowledge, experience and expertise that are relevant to the
Company'’s business and corporate strategy, and the ability
to provide insights and practical wisdom based on those

attributes;

Willingness to devote adequate time to discharge duties as a
Board member, other directorships, memberships of various

committees and significant commitments;

For independent non-executive directors to be appointed in
accordance with the Listing Rules and whether the candidates
would be considered independent with reference to the
independence guidelines set out in the Listing Rules;

Ability to develop a good working relationship with other
Board members and contribute to the Board's working
relationship with senior management of the Company;

Board Diversity Policy and any measurable objectives
adopted by the Committee for achieving diversity on the
Board; and

Any other perspectives appropriate to the Company’s
business.
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During the Year, six Nomination Committee meetings were held FA - BRNAREZEEEE  SKELFE
and the attendance of each member is set out below: BERETNT
Attendance

Committee Member -3 HEER
Mr. Wong Yiu Kit, Ernest HIRGE A 6/6
Mr. Zhao Xianming HHEEAL A 4/6
Dr. Guan Huanfei (appointed on 22 June 2018) B)x3EB+ (R=F—NFA~NAZ=-+=H

EZ(T) 11
Mr. Fang Jun (retired on 30 May 2018) 7 BEERZF-NFRA=THRF) 3/4
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AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”)
comprises all the three INEDs, namely Mr. Zhao Xianming
(chairman) Mr. Wong Yiu Kit, Ernest and Dr. Guan Huanfei. The
primary duties of the Audit Committee are to supervise the internal
control policies, the financial reporting systems and procedures of
the Company, to review the financial statements and reports of the
Group, and to review the terms of engagement and scope of audit
work of the external auditors. The audited financial statements of
the Group for the year ended 31 December 2018 have been
reviewed by the Audit Committee.

The Audit Committee has met the external auditors of the
Company, Moore Stephens CPA Limited, and reviewed the
Group's results for the year ended 31 December 2018.

During the year ended 31 December 2018, the Audit Committee
reviewed the risk management and internal control systems, as
well as the interim and annual results of the Group, which, in the
opinion of the audit committee, were prepared in compliance with
the applicable accounting standards and the Listing Rules.

During the Year, three Audit Committee meetings were held and

BEREES
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the attendance of each member is set out below: ZREMEERBMR
Attendance
Committee Member &8 HEER
Mr. Wong Yiu Kit, Ernest HIRGRELE 878
Mr. Zhao Xianming HERELE 2/3
Dr. Guan Huanfei (appointed on 22 June 2018) Fw3EtE L (R=F—\FANA=+=H
FEZ(F) 2/2
Mr. Fang Jun (retired on 30 May 2018) 7 BEER-ZZ-NFAA=1THRE) 11

HongDa Financial Holding Limited 5.3 @ @A AR A A



Corporate Governance Report

Corporate Governance Function

The Board does not have a corporate governance committee. The
functions that would be carried out by a corporate governance
committee are performed by the Board as a whole and are as

follows:

1. to develop and review the Company’s policies and practices
on corporate governance and make recommendations to the
Board;

2. to review and monitor the training and continuous
professional development of Directors and senior
management;

3. to review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements;

4. to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
directors; and

5.  to review the Company's compliance with the Code and

disclosure in the Corporate Governance Report.

The corporate governance policy is formulated with an emphasis
on the Board’s quality, effective internal control, stringent
disclosure practices and transparency and accountability to all
shareholders of the Company. The Board strives to comply with
the code provisions and reviews its corporate governance policy
regularly in order to maintain high standards of business ethics and
corporate governance, and to ensure the full compliance of our
operations with applicable laws and regulations.

During the Year, members of the Board have reviewed and
discussed, among other things, the Company’s policies and
practices on corporate governance at regular board meetings.
They have also reviewed and monitored the training and
continuous professional development of directors, and the
Company'’s policies and practices on compliance with legal and
regulatory requirements as well as its disclosure in the Corporate
Governance Report. The Board has reviewed the code of conduct
applicable to employees and directors setting out the standards of
behavior that the Company expects from them and the guidelines
on how they should handle different situations in business dealings

with the Group.
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COMPLIANCE WITH THE MODEL CODE SET
OUT IN APPENDIX 10 TO THE LISTING RULES

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers set out in Appendix 10
to the Listing Rules (the “Model Code”). The Company periodically
issues notices to the Directors reminding them of the general
prohibition on dealing in the Company'’s listed securities during
the blackout periods before the publication of announcements of
results. The Company has confirmed, having made specific enquiry
of the Directors, all the Directors have complied with the Model

Code throughout the period under review.

DIRECTORS’ RESPONSIBILITY FOR FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for overseeing the
preparation of the accounts of the Company. The Directors are not
aware of any material uncertainties relating to events or conditions
which may cast significant doubt upon the Company’s ability to

continue as a going concern.

AUDITOR’'S REMUNERATION

The statement of the external auditor of the Company about their
reporting responsibilities on the Company’s financial statements
for the year ended 31 December 2018 is set out in the section
“Independent Auditor’s Report” of this annual report.

The Group’s external auditor provided the following services to the
Group for the year ended 31 December 2018:

B LR B SR+ R R VR E ST
El

R ESRAD TR B 5T E R A
EERITESR FORETA ([ MEFR)) -
AAREHEE BN - RERENTE
LADGAMBHENZ AR L EEAAAMN
ETES - GREFEHRTENRE AR
HR 2 EEE N E R TR -

EERMBRRNEE

ERRARSHEAL TR A ORUOES -
EEYERBWAT L UAR TR EEE L
FEEARRNO B RR O EMEATRE
f o

BB =

ARBSNEZBEBERAREHARRABRE-T
—N\FE+ZA=+—RLFEFBRRNBR
BEENRH HERANFR B ZBED®RE

—f5 -

AEENINEZBMNBE—T—\F+_A
=+t RULEEERAKEREHRTIIRY :

HK$’000

FHET

Audit services Z AR 1,900

Non-audit services* FERZBUR 5 * 200
2 The non-audit services mainly comprised review of interim financial — * HEREIREFEOZFEHTHANBEER - HHRE

information, tax services and financial due diligence services.
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RISK MANAGEMENT AND INTERNAL
CONTROL

The Board acknowledges that it is its duty to monitor the risk
management and internal control systems of the Group on an
ongoing basis and review their effectiveness. Such 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.

During the Year, the Board, through the Audit Committee,
conducted review of both design and implementation effectiveness
of the risk management and internal control systems of the Group,
covering all material controls, including financial, operational and
compliance controls, with a view to ensuring that resources, staff
qualifications and experience, training programmes and budget of
the Group's accounting, internal audit and financial reporting
functions are adequate. In this respect, the Audit Committee
communicates any material issues to the Board.

During the Year, the Group appointed Corporate Governance
Professionals Limited ("CGPL") to:

o assist in identifying and assessing the risks of the Group
through a series of workshops and interviews; and

. independently perform internal control review and assess
effectiveness of the Group's risk management and internal

control systems.

The results of the independent review and assessment were
reported to the Audit Committee and the Board. Moreover,
improvements in internal control and risk management measures
as recommended by CGPL to enhance the risk management and
internal control systems of the Group and mitigate risks of the
Group were adopted by the Board. Based on the findings and
recommendations of CGPL as well as the comments of the Audit
Committee, the Board considered the internal control and risk

management systems effective and adequate.
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Our Enterprise Risk Management Framework

HongDa Financial Holding Limited established its enterprise risk
management framework in 2017. While the Board has the overall
responsibility to ensure that sound and effective internal controls
are maintained, management is responsible for designing and
implementing an internal control system to manage all kinds of

risks faced by the Group.

Through the risk identification and assessment processes, risks are
identified, assessed, prioritized and allocated treatments. Our risk
management framework follows the COSO Enterprise Risk
Management — Integrated Framework, which allows the Board
and management to manage the risks of the Group effectively. The
Board receives regular reports through the Audit Committee that

oversights risk management and internal audit functions.

Our Risk Control Mechanism

The Group adopts a “three lines of defence” corporate governance
structure with operational management and controls performed by
operations management, coupled with risk management
monitoring carried out by the finance and compliance team and
independent internal audit outsourced to and conducted by CGPL.
The Group maintains a risk register to keep track of all identified
major risks of the Group. The risk register provides the Board, the
Audit Committee, and management with a profile of its major risks
and records management’s action taken to mitigate the relevant
risks. Each risk is evaluated at least annually based on its likelihood
of occurrence and potential impact upon the Group. The risk
register is updated by management as the risk owners with
addition of new risks and/or removal of existing risks, if applicable,
at least annually, after the annual risk evaluation has been
performed. This review process can ensure that the Group
proactively manages the risks faced by it in the sense that all risk
owners have access to the risk register and are aware of and alert
to those risks in their areas of responsibility so that they can take

follow-up actions in an efficient manner.
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Our risk management activities are performed by management on
an ongoing process. The effectiveness of our risk management
framework will be evaluated at least annually, and periodic
management meetings are held to update the progress of risk
monitoring efforts. Management is committed to ensuring that risk
management forms part of the daily business operation processes
in order to align risk management with corporate goals in an

effective manner.

The Group has established internal control procedures for the
handling and dissemination of inside information in order to
comply with Chapter 13 of the Listing Rules as well as Part XIVA of
the Securities and Futures Ordinance. The internal control
mechanism includes information flow and reporting processes,
confidentiality arrangements, disclosure procedures, and staff

training arrangements, etc.

The Company will continue to engage external independent
professionals to review the Group's system of internal controls and
risk management annually and further enhance the Group's internal
control and risk management systems as appropriate.

There is currently no internal audit function within the Group. The
directors have reviewed the need for an internal audit function and
are of the view that in light of the size, nature and complexity of
the business of the Group, it would be more cost effective to
appoint external independent professionals to perform internal
audit function for the Group in order to meet its needs.
Nevertheless, the directors will continue to review at least annually
the need for an internal audit function.
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SHAREHOLDERS' RIGHTS

Procedures for Shareholders to Convene an Extraordinary
General Meeting (“"EGM")

Pursuant to the Articles of Association of the Company, any one or
more members of the Company holding at the date of the deposit
of the requisition not less than one-tenth of such of the paid-up
capital of the Company as at the date of the deposit carries the
right of voting at general meetings shall at all times have the right,
by written requisition to the Board or the Company Secretary, to
require an EGM to be called by the Board for the transaction of
any business specified in such requisition; and the meeting shall be
held within two (2) months after the deposit of such requisition. If
within twenty one (21) days of such deposit the Board fails to
proceed to convene such meeting the requisitionist(s) himself
(themselves) may do so in the same manner, and all reasonable
expenses incurred by the requisitionist(s) as a result of the failure of
the Board will be reimbursed to the requisitionist(s) by the
Company.

Communication with Shareholders and Procedures for
Putting forward Proposals at a General Meeting

All published information, including all the statutory
announcements and press releases, is promptly posted on the
Group’s website at www.hongdafin.com. Shareholders can also
send enquiries to the Board or the Company Secretary, and/or
proposals to be put forward at shareholders’ meeting for
shareholders’ consideration by email at ir@hongdafin.com or
directly by raising questions at the annual general meeting of the

Company.
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INVESTOR RELATIONS

The Company believes that maintaining a high level of
transparency is a key to enhancing investor relations. It is
committed to a policy of open and timely disclosure of corporate

information to its shareholders and investment public.

The Company updates its shareholders on its latest business
developments and financial performance through its annual and
interim reports, announcements and circulars. The corporate
website of the Company (www.hongdafin.com) has provided an
effective communication platform to the public and the
shareholders.

CONSTITUTIONAL DOCUMENTS

During the Year, there were no changes to the Company's

constitutional documents.

COMPANY SECRETARY
The Company Secretary of the Company, Mr. Leung Yik Man

Lawrence, is a full time employee of the Company and has day-to-
day knowledge of the Company. The Company Secretary is
responsible for advising the Board on corporate governance
matters. The Company Secretary has confirmed that he has taken
no less than 15 hours of relevant professional training in the year

under review.
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IR - LB NERHE

INTRODUCTION

HongDa Financial Holding Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) are pleased to
present our Environmental Social and Governance (“ESG”) Report.
According to the requirements set forth in the ESG Reporting
Guide under Appendix 27 of the Listing Rules governing the Main
Board, this report captures our major ESG policies, initiatives and
performance of the Group for the year ended 31 December 2018
(the “"Reporting Period”).

SCOPE OF REPORT

The Group is mainly engaged in six business streams including (i)
trading business of electronic materials; (i) car rental business; (iii)
financial business; (iv) financial public relations; (v) innovative
finance business; and (vi) asset management. The car rental
business in Beijing and the Group’s Hong Kong headquarters will
be this report’s primary focus, since these are the areas that
represent the majority of the Group's social, environmental and

economic impacts.
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IRIE

MATERIALITY ASSESSMENT

After the discussion between our senior management team and
operational staff, we have determined the ESG issues related to
the Group. These issues have been evaluated according to the
importance to our stakeholders as well as the Group. The major
ESG issues are listed below:

ESG aspects as set
forth in the ESG
Reporting Guide Material ESG issues
A. Environmental
A1 Emissions Carbon, Sulphur oxides (SOx),
Nitrogen oxides (NOx), particulate

matter (PM) emissions and waste

management
A2 Use of resources Electricity and paper consumption
A3 The environment ~ Measures in reducing environmental
and natural impact
resources
B. Social
B1 Employment Labour practices

B2 Health and safety ~ Workplace health and safety

B3 Development and  Staff development and training

training
B4 Labour standards  Anti-child and forced labour
B5 Supply chain Supplier management
management
Bé Product Product and service responsibility,
responsibility quality assurance, customer service,
safeguarding customer assets
B7 Anti-corruption Anti-corruption policy
B8 Community Community involvement
investment

During the Reporting Period, the Group has followed the “comply
or explain” provisions set out in the ESG Reporting Guide for the
Reporting Period. ESG data from our vendors or service providers
is not included in this report, since it is difficult to verify with

existing resources.

e BRI

EEMFTM

FHEMOSREBEEMNELE ABETIR
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REA ¥ (NOx) »
FBRLY) (PM) BERRAN
BEMERE
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ENVIRONMENTAL

The car rental business of the Group is closely related to
environmental protection and the usage of natural resources.
The Group has developed a series of environmental
protection management policies, mechanisms and measures,
to help ensure the sustainable development and operation of
the Group. The Group is committed to improve the efficiency
of energy and resources usage, and also abides by relevant
local environmental regulations and international general
practices, in the effort to conserve natural resources and
protect the environment.

The Group’s car rental subsidiary strictly abides by the
regulation ("It EHHEENEFEHERBETHIE") of Beijing
Transportation Bureau in the PRC. During the reporting
period, the Group did not have any environmental-related
penalties or serious non-compliance with relevant standards,
rules and regulations.

A1. Emissions
Sulphur oxides (SOx), Nitrogen oxides (NOx) and
particulate matter (PM) emissions
The source of SOx, NOx and particulate matter mainly
comes from private vehicles of car rental business. The
amount of SOx, NOx produced by our operations in
Hong and China regions are shown in the table below:

Environmental, Social and Governance Report
(1w S A Vaxa VAN ~
RIS L NERWME

BE

AEENAERERFRRERERK
REBRNERE AR - AEBHIET
—BERBREETERE  #EIME
i BHRERASENAFEERM
BE  AEBEHNRIERERNEIRE
RAE - WETEMABRRERNE
FBRME  BERD BRERNER
TREIRIR

AREERIEHEN B A BB ETH
BiERTRBZEEREEREMA
(EkRmHRENEERERELTH
E) e MEMA - AEBEILEEFIREMR
BRI XEETTAAREE - RAM
MERIIBDR °

Al. BBk
mE 1LY (SOx) - &E 1t ¥ (NOx)
FIERT Y (PM) HE K

mey  REHIMBER YRR
BAEHERBNLKERAE
E o HPEFBNTERESE
EMRAty  RetHEENT
RFR

Number of
private cars Total SOx Total NOx Total PM
Region (Petrol) emissions (g)’ emissions (g)? emissions (g)3
LREHA et REILH SREI e
HE (RiH) e (%)’ P E ()2 HmE ()3
Hong Kong 0 N/A N/A* N/A
o A3 ER i A
China 152 N/A 629,573.24 46,354.12
a3 NiE

[ Cars are refuelled by customers, therefore no SOx

emissions data are available.

2 Formula: NOx emissions (g) = kilometres travelled

x Emission Factor

9 Formula: PM emissions (g) = kilometres travelled

x Emission Factor

4 During the reporting period, there is no motor

vehicle in the HK region.
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The Group is fully aware that vehicle emission has been
a key issue in air pollution, and it has a detrimental
impact on people’s health. In this regard, the Group
actively purchases and uses electric vehicles (EVs) to
help saving gasoline and protect the environment. By
the end of 2018, the Group has 81 electric cars for car
rental business (approximately 34.8% of the total 233

cars).

Furthermore, the Group has a number of vehicle
maintenances that keeping all vehicles in the best
condition. We believe that regular and good car
maintenance can keep cars in top conditions and lower

the pollutant emission.

Carbon emissions

Electricity consumption in the workplace is our primary
source of indirect carbon emission. In order to reduce
our carbon footprint, please refer to the "A2 Use of
resources” section below for measures that we have
implemented. As to the approximate amount of carbon
dioxide (CO,) generated from our electrical usage in
Hong Kong and China regions, the figures are shown in
the table below:

AEBRMAEHN—ERERT
FHBEBERE - BEH AMBRE

BAETE -t AEERERE
BEMEMREE/TEEY)  ARBIE

BABMRERR -BE-_T—N
FR AEESEHEEKEE]
WEBTE(Kh B AB2338
) 34.8%) °

BESN - AERE A Z IR B EER
BEK SHEAERBREMR
BE o HAFIAEE - BB RIFHSE
M TRl AURFS T ) S 8T
AR 75 R BERR

B

T YRS AN E 1 E 2 T PR I ik
BERREZRIR - 5T R HAFIR
el RMCKERTETH
e F2HT X [A2EJRFIA
—ff c AR ERAETENT EE
ERENMELH = R/LHK(CO,)
HBBERN - R8BI TRA
7 6

Total carbon

Total carbon emissions per

Total carbon emissions per employee

emissions floor area (tonnes/

Region (tCOse) 5 (tonnes/m?) employee)

B SECMREER BSEER

HE (W= BHERHE HHERARE

= fLHER)S (6@, FFH*k) (g, BR)

Hong Kong 27.392 0.053 0.76
BB

China 17.724 0.064 1.266
]

5 Formula: Total carbon emissions (t) = Total use of electricity x 5 AR ikBERRE (ME)=F 1 H#&E

Emission Factor

e xBEREF
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A2.

Waste management

As our business streams are including trading business
of electronic materials, no hazardous waste was noted
in our business activities. Our non-hazardous waste is
mainly from our daily activities such as regular trash can
waste and some packaging wastes. The major land
waste is the paper used for job management and office
documents. We are committed to promoting waste
reduction at source, therefore the Group has
established environmental policies to reduce and
handle the waste. Our non-hazardous waste is dealt
with appropriately and is disposed of in a proper

manner by waste disposal company in each region.

Our Use of Resources

The resources used by the Group are principally
attributed to electricity, water and paper consumed at
our offices.

Use of electricity

Electricity is consumed during daily business operations
in our offices through the use of indoor lighting, air-
conditioning, functioning of office equipment and
equipment related to repair and maintenance etc. The
amount of electricity consumption of Hong Kong and

China regions are shown in the table below:

Total energy

consumption

A2.

BYEE
HREMEB&HESES TR
B 5% WM EREEI RE
REEEY - RMNEZEDNEE
REBRMHBEEEE - ERR
REDAMBEEY - TEMNLTHR
ER B AR IIEEEMI A X
MR o RIIE SRR LR #ER
DEEY) - AL ANEBE BT R
MEREYRIRBEECR - HMNOE
EEVMSHZERE  YHEYE
BEARESMEES N E
E o

BMWERF A
AEEERNEREZRE LI

NEHEFENE S KR -
HEREX

BBAFAZEANREE =5 BAR
B EESIRERBER ﬁ A
MAETEREEBKELEHHERES

N BEEMPEMBRNAEENT

KPR -

Total energy Total energy

consumption consumption

per floor area per employee

Region (kWh) (kWh/m?) (KwH/employee)

SEUEEER saER

R HERE REFHEHRE RFHERE

= (FER) (TEE F5%k) (FTER ER)

Hong Kong 34,673 66.55 963
i

China 21,000 76.36 1,400
g
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In order to enhance the environment protection and
save energy consumption, the Group has established
energy saving measures:

J The Group is using LED light in the office. More
energy saving and environment friendly choices
will be considered after we have relocated our

offices in the near future

o Lighting should be switched off while staff are off
duty

J Staff are encouraged to switch off all nonessential

items (i.e. photocopiers) during non-office hours

Water usage

Our water usage is relatively minimal through our
business activities. The majority of our water usage
comes from water supplies for our offices. The
approximate amount of water usage for Hong Kong
and China regions are shown in the table below:

Total water

consumption

BIERIRIRFIETRE » REBEIE T
ENBETE I -

o AEBEEWAEFEFLEDE o
BMETAKRRBI A
=k BEREZEHEMIER
RIBE

e BITHREMFRA

o HENB THE I B ) R B
PrBJE LT dn (BNRZENHE) -

KGR
BEBEBOAKERERD -
BMORBHAKREBRAZEH
Ko TRFE BB B FAK
ENROBR

Total water Total water

consumption consumption

per floor area per employee

Region (m3) (m3/m?) (m3*/employee)
BEMER BEER
RAKkBRE HRAKEE RK#EE
M= (IFRK) (ZFR FHkK) (AFXEER)
Hong Kong N/A N/A N/A
& TE M TEM TEM
China 64 0.23 4.57
I
Although the water is considered minimal, we also  #RFA/KSHRZ A TEL - BRMHLEE

BTUEESAZMKER - REMMAELS
& RAPA/KBESE -

encourage staff to consume water in a considerate way

by reminding them to turn-off water tap after use.
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A3.

Packing materials and paper usage

The major packing materials used in the Group are
wooden boxes which are provided and packed by
supplier and the Group transfer the goods to customer
from warehouse or supplier without unload the packing.

BRYBAEREHRER

AEBERANEEZBEMSAM
JERIRM L BENANE  MAEH
KEmBRERHEERERER
ﬁﬁ%ﬁ//\%ﬂ'l’ﬁié o At - %/}\bﬂ

Therefore, there is no packing materials need to be AT ZFEZEREME o ghARSE
disposed during the logistics process. In terms of paper EMRAKEms  BELPEIME
consumption during the year, the approximate amount AR E RN RNRATR ¢
of paper usage for Hong Kong and China regions are
shown in the table below:
Number of Total number of
A4 paper paper consumed
consumed per employee
Region (sheet) (sheet/employee)
SRESAK
HE AdIEHEER(R) ®WECGE ER)
Hong Kong 30,000 833
BB
China 20,000 1,429
H

To reduce the amount of paper used, we do encourage
staff to be mindful when printing documents and make
use of double sided printing where possible. Non-
essential items should be used in e-format instead of
printing out and any documents that are no longer in
use should be shredded and recycled.

Environment and natural resources

The Group actively manages the environmental impact
that its operations might bring and make continuous
efforts to reduce our footprint. In 2018, we closely
monitored the use of natural resources in our
operations and emissions. Beyond complying with all
relevant legislation related to environmental protection,
we strive to incorporate environmental considerations
into our business practices as well as raising awareness
among our staff and customers.

With respect to minimising the environmental impact,
we mainly focus on reduction of vehicle emission and
implemented a number of measures as abovementioned
to conserve the environment.
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Environmental, Social and Governance Report
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B. SOCIAL

B1.

Employment

Our Group realises the importance of employees and
their role and impact on the Group to achieve our aims
and objectives of being highly qualified supplier
regarding construction machinery and spare parts for

the construction and tunnelling sectors.

To maintain a happy, healthy, safe, and productive
working environment, we have implemented
procedures and policies in all aspects of the Group's
business operations and integrated in our Employee
Handbook and human resources policy. Our Group is
committed to provide a healthy work-life balance for
employees and a comfortable working environment so
that we promote a better work-life balance and
organised and coordinated a variety of activities in
2018, including annual dinner and employees’ birthday
parties.

Our Group is in compliance with the relevant laws
relating to compensation, dismissal, equal opportunity,
antidiscrimination, rest periods, working hours, and
other benefits and welfare.

In our Employee Handbook, we have outlined the
general procedures and practices of the Group related
to employment, compensation and benefits. The terms
included compensation and dismissal, working hours,
rest periods and other benefits and welfare has been
specified in our employment contract. A whistle
blowing channel has been in place for our employees
to raise any concerns in good faith if they have their
concerns and address in a proper manner without any
fear of reprisal or receiving any negative impacts. There
were no non-compliance cases noted in relation to
employment laws and regulations during the Reporting
Period.
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B2.

B3.

We acknowledge that the foundation to our success is
our employees. The Group employs 36 and 14 in Hong
Kong and China respectively, in which 25 (50%) of them
are senior to middle management executives. 16% of
its workforce are aged 30 or below, while 70% are in
the age group of 31 to 50, and 14% are 51 or above.
Our workforce breakdown by gender is 40% male and
60% female. In terms of educational profile, 78% of the
employees have tertiary qualifications or above and
22% of the employees have secondary qualifications or

below.

Health and Safety

Ensuring the health and safety of our employee is an
integral part of our business activities. Therefore, the
Group is dedicated to maintaining a safe, hygienic and
productive workplace by minimising the potential risk
of accidents, injuries and exposure in relation to health
risks. We encourage our employees to keep the work
place tidy to minimise accidental incident. We have
policies in place and are in compliance with the relevant
laws pertaining to health and safety and providing a
healthy safe work environment as well as protecting

employees from occupational hazards.

The Group did not violate any health and safety laws
and regulations of Hong Kong during the Reporting
Period.

Development and Training

Continuous development and training opportunities are
essential for the growth of our employees. The Group
has provided professional and high-quality inception
training sessions to all of our new employees, in which
new joiners are required to complete the safety training
and department training so that they are equipped with
the skill sets for the role.
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The Group also provides adequate development and
training for our employees to ensure that they maintain
a high level of competency to maintain our competitive
advantages. In addition, we encourage employees to
take part in external training to acquire necessary
technical skills and enhance team spirit, and hence
employees are encouraged to pursue growth and
continuous learning and training as such training
allowance, as one of the compensation benefits, are
offered as benefit to employees who will attend
examinations organised by professional bodies or

academic institutions.

During the Reporting Period, our employees have
attended programmes or seminar(s) organised by the
Group which include the areas of prevention of bribery
and inside information or other qualified professional
bodies or regulatory authorities and/or read relevant
training development materials to keep them informed
of the latest updates in the relevant industry and market
and the latest changes in the legal and regulatory

environment.

Labour Standards

Our people are the drivers of our growth and success.
We have committed to maintain and keep a work
environment that is free of discrimination and all
employees are treated equally regardless of age,
marital status, pregnancy, race and religion. All staffs
are working on a voluntary basis with agreed terms
between employee and the Group, we stringently
comply with labour legislation of the markets in which
we operate, and strive to ensure a fair and equal

working environment.
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BS.

Bé.

We believe that having employees with a board range
of backgrounds, experience and perspectives gives us
an advantage in understanding and meeting the needs
of our customers. During the Reporting Period, the
Group has complied with all relevant labour standards.
No violation regarding to the age of employment and
labour dispute has incurred between the Group and

employees.

Supply Chain Management

We do a regular site visit to supplier to ensure the
quality of products and quality control procedures are
fulfilled our Group’s requirement and the expectation
of our customers. Going forward, we will incorporate
sustainability considerations into our sourcing practices
including procurement of other office equipment and
communicate with suppliers on their environmental and
social responsibilities to identify opportunities to
improve their current environmental and social

practices.

Product Responsibility

To offer the best experience and services for our
customers, we strive for excellence in every aspect of
our operations. We have measures procedures and
policies in place to deal with the issue of vehicle quality
to ensure that all vehicles that are supplied to our
customers meet our requirements for product safety
and quality. Before renting the vehicle to customers, we
have ensured all the vehicles are in good conditions
with completed vehicles quality checking label registry
under Beijing Transportation Bureau (It RH RBZEE
SEREER"). Assessment of supplier's background
and the quality of their products is performed by the
Group before admitted as qualified suppliers.
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Anti-corruption

A system with good moral integrity and anticorruption
mechanism is the cornerstone for a sustainable and
healthy development of the Group. We are conscious
of and thus constantly monitor the corruption risks in
our operating environments by establishing Code of
Conduct which sets out the basic standard of all
directors and employees, and the procedures on
acceptance of advantage and handling of conflict of
interest when dealing with the business. The Code is
also with reference to the Prevention of Bribery
Ordinance of Hong Kong and the details of Section 9 (1)
of the Prevention of Bribery Ordinance of Hong Kong.
It is strictly implemented in the operation of the Group.
The policy also included integrity rules regarding offer
and acceptance of advantages, business referral and
other related information which strictly require directors

and staff to follow and be aware of it.

The Group has also established a whistle blowing policy
under which a reporting mailbox is set up to provide a
channel for employees to report violations, corruption,
bribery and suspicious incidents. Our Group will
provide full support to employees to raise their
concerns in good faith and the aforementioned issue
will be dealt with by management in a professional and
appropriate manner. In 2018, no incidents of corruption

have been identified or reported.

B7.

k&S

BB RIFBIRETRE S e e
ARAKERBERFEEROES -
BIEBHETRER  TRYE
HEREERENESER - A
TRENREMBEESMESEE
STHEARITRER - ARFERIESE
TR 5 S M s A BR 38 M| s T R 0 A2
Freo 1T RERTZET(EER
LEFRRR G 1)) K FE B B LE R B 15
FIYEINFRFMRTE - 1T R
ERIEARRERE ST BRI EBH
17 - R EBEANEHMER
HEERMERA - FHEN 106
B BRERESME TETM

AEBE TG ERIREEK - EIER
B SREESBMERTR BHR
114 BRERTT R ANl SR =R IR
B AEERENHEESZER
HEE - LM ESREEENE
ERBENTARE - R-_F—N\
FoHEXRIEREANESTF
e

Annual Report 2018 =% — \GF 4R

49



50

Environmental, Social and Governance Report
IRIE - g REAWmE

B8.

Community Investment

As a socially responsible corporation, we are committed
to supporting and empowering the communities. We
also believe that our business will only prosper within a
sustainable community. Therefore, we assess local
needs, promote community involvement and create
share benefits with the communities we serve. We
support community investment by encouraging and
supporting our employees to participate volunteering
and local community work. The Group organised and
coordinated a variety of volunteering activities in the
past and we will continue to promote and support long-

term community investment in the future.

Moving forward, we will continue to work with different
community partners to address the evolving needs of
the disadvantaged and strive to make long lasting

contributions in our community programmes.
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Report of the Directors

The directors of the Company (the “Directors” or the “Board”)
hereby present their report and the audited financial statements
for the year ended 31 December 2018.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details
of the principal activities of the principal subsidiaries are set out in

note 1 to the financial statements.

BUSINESS REVIEW

A review of the business of the Group during the Year and a
discussion on the Group’s future business development are
provided in the Chairman’s Statement on pages 4 to 6 of this
annual report and in the Management Discussion and Analysis on
pages 7 to 15 of this annual report. Description of the financial risk
management objectives and policies of the Group can be found in

note 45 to the financial statements.

RESULTS AND DIVIDENDS
The Group's loss for the year ended 31 December 2018 and the

Group's financial position at that date are set out in the financial

statements on pages 77 to 256.

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

DIVIDEND POLICY

The Company has a specified Dividend Policy, under which the
Board shall also take into account, inter alia, the operating results,
cash flow, financial condition and capital requirements of the
Group and the interests of the Shareholders of the Company as a
whole when proposing any dividend payout. The Company’s
distribution of dividends shall also be subject to any restrictions
under the Companies Law of the Cayman Islands and the Articles
of Association of the Company as well as all applicable laws, rules

and regulations.

The Dividend Policy allows the Board to declare special dividends
from time to time in addition to the interim and/or annual
dividends. There is no guarantee that any particular amount of

dividends will be distributed for any specific periods.
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SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors, at least 25% of the
Company'’s total number of issued shares were held by the public

as at the date of this annual report.

SHARE CAPITAL, SHARE OPTIONS, WARRANTS
AND CONVERTIBLE BONDS

Details of movements in the Company’s share capital, warrants,
share options and convertible bonds during the Year are set out in

notes 32, 33 and 30 to the financial statements, respectively.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities during the
Year.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets and liabilities of the
Group for the last five financial years, as extracted from the audited
financial statements, is set out on pages 257 to 258. This summary

does not form part of the audited financial statements.

PRE-EMPTIVE RIGHTS

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

DISTRIBUTABLE RESERVES

The Company's distributable reserves comprise the share premium,
other reserves and accumulated losses. As at 31 December 2018,
the Company had distributable reserves of approximately
HK$678,703,000 (2017: HK$811,119,000).
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Report of the Directors

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group's five largest
customers accounted for 97% of the total sales for the year and
sales to the largest customer included therein amounted to 40%.
Purchases from the Group's five largest suppliers accounted for
98% of the total purchases for the year and purchases from the

largest supplier included therein amounted to 43%.

None of the Directors or any of their associates or any shareholders
(which, to the best knowledge of the directors, own more than 5%
of the Company'’s issued share capital) had any beneficial interests
in the Group's five largest customers and suppliers.

DIRECTORS

The Directors during the Year and up to the date of this report

were:

Executive Directors (“ED(s)")
Ms. Tung Shun (appointed as NED on
12 February 2018 and redesignated as ED on 13 April 2018)

Ms. Chen Xiachang
Ms. Deng Shufen (resigned on 5 February 2018)
Mr. Gong Qingli (resigned on 13 April 2018)

Non-executive Directors (“NED(s)")

Mr. Li Xiaolu (appointed on 19 April 2018)
Ms. Wang Li

Mr. Jiang Tengfei (resigned on 13 April 2018)

Independent Non-executive Directors (“INED(s)")
Mr. Wong Yiu Kit, Ernest

Mr. Zhao Xianming

Dr. Guan Huanfei (appointed on 22 June 2018)

Mr. Fang Jun (retired on 30 May 2018)

In accordance with Article 84(1) of the Articles of Association of the
Company, Mr. Wong Yiu Kit, Ernest and Mr. Zhao Xianming will
retire at the forthcoming annual general meeting (“AGM"); and in
accordance with Article 83(3), Dr. Guan Huanfei will retire at the
AGM. All of them, being eligible, offer themselves for re-election
at the AGM.
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CONFIRMATION OF INDEPENDENCE

The Company has received an annual confirmation of
independence from each of the INEDs pursuant to Rule 3.13 of the
Listing Rules. The Company considers the INEDs to be
independent as at the date of this annual report.

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

The biographical details of the Directors and the senior
management of the Group are set out on pages 16 to 21 of this

annual report.

DIRECTORS’ SERVICE CONTRACTS

No director has a service contract with the Company which is not
determinable by the Company within one year without payment of
compensation, other than statutory compensation.

CONTRACT OF SIGNIFICANCE

Save as disclosed in this annual report, no contract of significance
in relation to the Group's business to which the Company or any of
its subsidiaries was a party and in which a director had a material
interest, whether directly or indirectly, subsisted during or at the

end of the year.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the Year and up to the date of this annual report, no
Directors are considered to have interests in a business which
competes or is likely to compete, either directly or indirectly, with

the businesses of the Group, as defined in the Listing Rules.

EMOLUMENT POLICY

The emolument policy of the Group is determined with reference
to the performance, qualifications and experience of individual
employees (including Directors), as well as the results of the Group
and the market conditions. The Group provides discretionary
bonus, medical insurance, provident fund, education subsidy and
training to its employees. The Company has adopted a share
option scheme as an incentive to eligible participants, details of

which are set out below in the section “Share Option Scheme”.
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Report of the Directors

Details of the emoluments of the Directors and five highest paid
individuals are set out in notes 11 and 12 to the financial

statements, respectively.

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY

As at 31 December 2018, none of the Directors or chief executives
of the Company or their respective associates had registered any
short positions in the share capital of the Company and underlying
shares and debentures of the Company or its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFO")), as recorded in the register
required to be kept by the Company pursuant to section 352 of
the SFO, or as otherwise notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant
to the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code”) as set out in Appendix 10 to the
Listing Rules adopted by the Company.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY

As at 31 December 2018, so far as is known to the Directors, the
following persons (other than the Directors of the Company) had
interests or short positions in the shares or underlying shares of the
Company, being 5% or more of the total issued share capital of the
Company, as recorded in the register required to be kept by the
Company pursuant to section 336 of the SFO:

EFTWE

BENAEZBRSFHNALTHFMNES - DRI
R RRME 11 K12 -

EERAQARG - MERORE
SFHEBRIRXR

R-ZE—N\F+_A=+—H KNARESEH
FETHASHEES BNEBEALHRERA
RNEIR A R AR R SR EEAE (EX R
BHERBEEN ((EFRARES ) EXVEL)
AR DS EFRHEEEME SR ER K
R MAREE 5 R EE 6015 352 (a8
BERMA - KEREBEARR G FTERAMN TR A
Mgk +FTE LB ITAZESETESF R ZHNZE
5P ([HREESPA ) SRR R KRB BB AR
SEHTERAR (B3R -

FERRRAEMALTREARTR
7 - HERDRESNERNRKE

RZZE-—N\F+_A=+—H BEEFHM
THAL(RRBESHRIN RAR A A
R EANREIRE ERR BB BT
IR KR 5% HIA L) BERREBN AR RARERE
M EIEIRDISE 336 (RTFE R ERLMA -

Annual Report 2018 =% — \GF 4R

55



56

Repor

\

.I:
g1

=

HHH
Jlin
lIJUI

the Directors

Long position in the Shares: RO R
Percentage of the
Name of Capacity/ Number of Company'’s issued
Substantial Shareholder Nature of interests Shares interested share capital
BEiEan EEAT
FERERE St ESME B8 H ERITREMES L
Sino Merchant Car Rental Limited Beneficial owner 3,499,233,889 51.38%
(Note 1)
EEHEERAR (MiF1) BEnEEE
Ms. Deng Shufen (Note 1) Interest of Controlled 3,499,233,889 51.38%
Corporation
BORS 2  (frat 1) SEAE S
Mr. Dai Yumin (Note 1) Interests of spouse 3,499,233,889 51.38%
B S S AE (M) it (B fe 2
Ms. Liu Jiangyuan (Note 1) Interest of Controlled 3,499,233,889 51.38%
Corporation
BT R (FaE1) S AE RS
Dundee Greentech Limited (Note 2)  Beneficial owner 789,500,000 11.59%
Dundee Greentech Limited (ff72) E=m#EAE
Mr. Liu Hailong (Note 2) Interest of Controlled 789,500,000 11.59%
Corporation
2R E (BE2) TP LB S
China Orient Asset Management Person having securities 2,261,473,889 33.20%

Corporation

PERSEEEEAR

Notes:

interests in shares
B0 RS 38 e
ZATE

These 3,499,233,889 shares and the underlying shares referred to in the
paragraph headed “Interests in share options of the Company” above are
registered in the name of Sino Merchant Car Rental Limited, the entire issued
share capital of which is owned as to 60% by Ms. Deng Shufen (resigned as
Chairman and Executive Director of the Company on 5 February 2018) and
40% by Ms. Liu Jiangyuan. Ms. Deng Shufen and Ms. Liu Jiangyuan are
deemed to be interested in all the shares and underlying shares in which Sino
Merchant is interested by virtue of the SFO. As Mr. Dai Yumin is the spouse of
Ms. Deng Shufen, he is deemed to be interested in the shares and the
underlying shares which Ms. Deng Shufen is deemed to be interested in for
the purposes of the SFO.

These 789,500,000 shares are registered in the name of Dundee Greentech
Limited (a company incorporated in the British Virgin Islands), the entire issued

share capital of which is held by Mr. Liu Hailong.

The percentage of shareholding is calculated on the basis of 6,810,750,454
shares in issue as at 31 December 2018.
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Report of the Directors

Save as disclosed above, as at 31 December 2018, no person
(other than the Directors whose interests are set out in the section
headed “Directors’ Interests and Short Positions in Shares,
Underlying Shares and Debentures of the Company” above) had
registered an interest or a short position in the Shares or underlying
shares of the Company that was required to be recorded in the
register of the Company pursuant to section 336 of the SFO.

SHARE OPTION SCHEME

The existing share option scheme was adopted on 3 June 2016
(the “Scheme") by the shareholders. The purpose of the Scheme is
providing incentives and rewards to eligible participants who
contribute to the success of the Group. The Scheme was adopted
for a period of 10 years commencing from 3 June 2016 and will

remain in force until 2 June 2026.

Eligible participant under the Scheme includes any full-time or
part-time employees, executives (including executive, non-
executive and independent non-executive Directors) of the
Company or any of its subsidiaries, any suppliers of goods or
services, any customers, any person or entity that provides
research, development or other technological support, any
shareholder of any member of the Group, any adviser or consultant
to any area of business or business development of any member of
the Group and any other groups, or classes of participants who
have contributed or may contribute by way of joint venture,
business alliance or other business arrangement to the
development and growth of the Group.

The subscription price shall be determined by the Board but shall
not be less than the highest of (i) the closing price of Shares as
stated in the daily quotations sheets issued by the Stock Exchange
on the date of the offer for grant which must be a business day; (ii)
the average closing price of Shares as stated in the daily quotations
sheets issued by the Stock Exchange for the five business days
immediately preceding the date of the offer for the grant; and (ii)
the nominal value of the Shares.
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Report of the Directors
ESEHE

Upon acceptance of the options, the grantee shall pay HK$1 to the
Company as nominal consideration for the grant. The acceptance
of an offer of the grant of the option must be made within 21 days
from the date of offer for grant. An option may be exercised in
accordance with the terms of the Scheme at any time during a
period to be determined and notified by the Board which shall not
exceed ten years from the date of grant subject to the provisions
of early termination thereof. Unless otherwise determined by the
Board and stated in the offer for the grant to a grantee, there is no
minimum period required under the Scheme for the holding of an
option before it can be exercised and no performance target which
needs to be achieved by a grantee before the options can be

exercised.

Based on 6,481,375,000 shares in issue as at the date of adoption
of the Scheme, the maximum number of shares to be issued upon
the exercise of options that may be granted under the Scheme are
648,137,500 shares, being 10% of the shares in issue as at the date
of adoption. The total number of shares available for issue under
the Scheme is 648,137,500 shares, representing 9.5% of the total
number of Shares in issue as at 31 December 2018. The maximum
entitlement of each participant shall not in any 12-month period
exceed 1% of the Company’s issued share capital from time to

time.

For the year ended 31 December 2018, no option was granted
under the Scheme. In addition, there was no outstanding share
option under the Scheme as at 31 December 2017 and 31
December 2018.
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Report of the Directors

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

At no time during the Year were rights to acquire benefits by
means of the acquisition of shares in or debentures of the
Company granted to any Directors or their respective spouses or
minor children, or were any such rights exercised by them; or was
the Company or any of its subsidiaries a party to any arrangement
to enable the Directors to acquire such rights in any other body
corporate.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

There has been no transaction, arrangement or contract of
significance to which the Company, its holding company, or any of
its subsidiaries or fellow subsidiaries was a party and in which a
Director of the Company or an entity connected with the Director
is or was materially interested, either directly or indirectly,
subsisting during or at the end of the Year.

PERMITTED INDEMNITY

Pursuant to the Company’s Articles of Association, subject to the
applicable laws and regulations, every Director shall be
indemnified and secured harmless out of the assets and profits of
the Company against all actions, costs, charges, losses, damages
and expenses which they or any of them may incur or sustain in or
about the execution of their duty in their offices. Such permitted
indemnity provision had been in force throughout the Year and up
to the date of this report. The Company has arranged appropriate
directors’ and officers’ liability insurance coverage for the directors

and officers of the Group.

EQUITY-LINKED AGREEMENTS

Other than the convertible bonds and the share option scheme of
the Company, no equity-linked agreements that will or may result
in the Company issuing shares or that require the Company to
enter into any agreements that will or may result in the Company
issuing shares were entered into by the Company during the Year
or subsisted at the end of the Year.
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Report of the Directors

EEEHRE

RELATED PARTY TRANSACTIONS

Significant related party transactions entered into by the Group
during the year ended 31 December 2018 is disclosed in note 42

to the financial statements.

None of the “Related Party Transactions” as disclosed in note 42
to the financial statements for the Year constituted discloseable
non-exempted connected transaction or non-exempted continuing

connected transaction under the Listing Rules.

EVENT AFTER THE REPORTING PERIOD

The Group has no significant events after the reporting period.

ENVIRONMENTAL, SOCIETY AND CORPORATE
RESPONSIBILITY

The environmental, social and governance Report is set out on
pages 38 to 50 of this annual report.

COMPLIANCE WITH LAWS, RULES AND
REGULATIONS

The Company encourages its employees to understand, comply
with and keep themselves abreast of the laws, rules and regulations
applicable to their positions and the operation of the businesses of
the Group as any violation could jeopardize the integrity of the
Group. The Company has employed suitable personnel and
engaged professional advisers as and when appropriate to provide
legal advice on the applicability, existence or interpretation of any
laws, rules and regulations. The Board is not aware of any violation
of the applicable laws, rules and regulations that had a significant
impact on the business and/or operation of the Group during the
year ended 31 December 2018.
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Report of the Directors

RELATIONSHIPS WITH KEY STAKEHOLDERS

The Group's success lies also on the support from key
stakeholders, including but not limited employees, customers,

bankers, service providers and shareholders.

Employees

The Group treasures our employees as the most important and
valuable assets of the Group. The objective of the Group’s human
resources management is to reward and recognise our employees
by providing a competitive remuneration package, appropriate
incentives, and opportunities within the Group for career
advancement.

Customers
The Group is committed to provide excellent services to our
customers with a view to maintaining steady business and asset

growth as well as long term profitability.

Bankers
To order to ensure adequate market penetration and access, the
Group has maintained excellent relationship with our bankers and

has been soliciting funds from our bankers as and when necessary.

Service Providers

The Group's good relationships with its key service providers are
important in provision of effective and efficient services to our
customers and meeting business challenges. The key service
providers comprise system and equipment vendors, external
consultants which provide professional services, and other business
partners which provide value-added services to the Group.

Shareholders

One of the corporate goals of the Group is to enhance corporate
value to our shareholders. Description of the shareholders’ rights
and our investor relations can be found in the section of
"Corporate Governance Report” on pages 22 to 37 of this

annual report.
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Report of the Directors

ESEHE

AUDITOR

The consolidated financial statements of the Group for the year
ended 31 December 2018 have been audited by Moore Stephens
CPA Limited ("Moore Stephens”). Moore Stephens was appointed
on 21 December 2018 as the independent auditor of the Company
to fill the casual vacancy following the resignation of Ernst & Young
on 21 December 2018. Save for the above, there were no other
changes in the Company’s auditor in the past three years. Moore
Stephens will retire at the conclusion of the forthcoming AGM and,
being eligible, has offered itself for re-appointment at the
forthcoming AGM. A resolution for reappointment of Moore
Stephens as auditor of the Company will be proposed at the
forthcoming AGM.

On behalf of the Board

Tung Shun

Chairman and Executive Director

Hong Kong, 28 March 2019
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Independent Auditor’s Report

To the Shareholders of HongDa Financial Holding Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of HongDa
Financial Holding Limited (the “Company”) and its subsidiaries (the
“Group”) set out on pages 77 to 256, which comprise the
consolidated statement of financial position as at 31 December
2018, and the consolidated statement of profit or loss, the
consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of

significant accounting policies.

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

Hong Kong Companies Ordinance.
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Independent Auditor’s Report

8 N 1% BXA R S

To the Shareholders of HongDa Financial Holding Limited
(Incorporated in the Cayman Islands with limited liability)

BASIS FOR OPINION

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

appropriate to provide a basis for our opinion.

OTHER MATTER

The consolidated financial statements of the Company for the year
ended 31 December 2017 were audited by another auditor who
expressed an unmodified opinion on those statements on 26
March 2018.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters.
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Independent Auditor’s Report

To the Shareholders of HongDa Financial Holding Limited
(Incorporated in the Cayman Islands with limited liability)

KEY AUDIT MATTERS (continued)

How our audit addressed this

Key audit matters key audit matter
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Assessment of recoverability of trade and loan receivables
(Refer to Notes 5(j), 6, 23 and 24 to the consolidated financial

statements)

As at 31 December 2018, the
Group had trade and loan
receivables with an aggregate
gross carrying amount of
approximately HK$949,987,000
and allowances for expected
credit losses ("ECLs") of
approximately HK$203,848,000.

Allowances for ECLs on trade and
loan receivables are based on
management's estimate of the
lifetime ECLs, which are
estimated by taking into account
the credit losses experience,
ageing of the trade and loan
receivables, debtors’ settlement
records, debtors’ financial status,
expected timing and amount of
realisation of outstanding
balances, and ongoing business
relationships with debtors.
Management also considered
forward-looking information that
may impact the debtors’ abilities
to repay the outstanding balances
in order to estimate the
allowances for ECLs on trade and
loan receivables.

— Obtaining an understanding
of the internal control that
the Group has designed and
implemented to manage and
monitor its credit risk;

— Assessing the appropriateness
of ECLs model by evaluating
and testing the key data and
assumptions used by
management in the model,
challenged the assumptions,
including both historical and
forward-looking information
used to determine the ECLs;
and
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To the Shareholders of HongDa Financial Holding Limited
(Incorporated in the Cayman Islands with limited liability)

KEY AUDIT MATTERS (continued)

Key audit matters How our audit addressed this

(continued) key audit matter (continued)
Assessment of recoverability of trade and loan receivables
(continued)

(Refer to Notes 5(j), 6, 23 and 24 to the consolidated financial
statements) (continued)

We have identified assessment  — We inquired of management
of recoverability of trade and for the status of each of the

loan receivables as a key audit material outstanding trade
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matter because the estimation
of lifetime ECL involved

significant management

and loan receivables as
supported by corroborative
audit evidence, such as

judgement and estimates. historical credit losses data,
on-going business
relationship with those
debtors by taking account of
settlement records and
contract with those debtors
and economic outlook that is
relevant to the operations of

those debtors.
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Independent Auditor’s Report

To the Shareholders of HongDa Financial Holding Limited
(Incorporated in the Cayman Islands with limited liability)

KEY AUDIT MATTERS (continued)

Key audit matters How our audit addressed this

(continued) key audit matter (continued)

Impairment of intangible assets and property, plant and
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equipment of the car rental segment
(refer to Notes 6, 15 and 18 to the consolidated financial

statements)

As at 31 December 2018, the
Group had intangible assets
comprising of a vehicle rental

business license of approximately

HK$29,674,000 and vehicle
license plates of approximately
HK$9,296,000, and property,
plant and equipment of
approximately HK$17,465,000.
An impairment loss of an
aggregate of approximately
HK$2,043,000 was recognised

— For the significant

assumptions used in the cash
flow projections, such as the
budgeted revenue growth
and profit margins of the car
rental cash-generating unit,
our procedures included
evaluating their
reasonableness, by taking
account of the historical
results and the performance
and future prospect of
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in profit or loss for the year. comparable companies. We
also evaluated the
reasonableness of the pre-tax
discount rate, including the
appropriateness of inputs
used, such as comparable
companies, benefit rates and
adjustments reflecting the
risk specific to the car rental
cash-generating unit. We also
evaluated the sensitivity of
management estimates and
assumptions used in the cash

flow projections; and
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Independent Auditor’s Report

8 N 1% BXA R S

To the Shareholders of HongDa Financial Holding Limited
(Incorporated in the Cayman Islands with limited liability)

KEY AUDIT MATTERS (continued)

Key audit matters How our audit addressed this

(continued) key audit matter (continued)
Impairment of intangible assets and property, plant and
equipment of the car rental segment (continued)

(refer to Notes 6, 15 and 18 to the consolidated financial
statements) (continued)

The Group determined that — We evaluated the objectivity,
these intangible assets including capabilities and competency
those having indefinite useful of the external valuer. We
lives, together with related also involved our internal
property, plant and equipment valuation specialists to assist
forming the car rental segmentas  us in evaluating and testing
a cash-generating unit, are tested  the assumptions and
for impairment at least on an methodologies used by
annual basis, as assisted by an management in their
external valuation expert. This impairment assessment.
requires the exercise of significant

judgement by management in

estimating the value in use

prepared based on cash flow

projections of the cash-

generating unit to which the

intangible assets and the

property, plant and equipment

are allocated.
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Independent Auditor’s Report

To the Shareholders of HongDa Financial Holding Limited
(Incorporated in the Cayman Islands with limited liability)

KEY AUDIT MATTERS (continued)

Key audit matters How our audit addressed this

(continued) key audit matter (continued)
Fair value of financial assets at fair value through profit or loss
(refer to Notes 6 and 21 to the consolidated financial statements)

— We discussed with
management the valuation

As at 31 December 2018,

the Group's financial assets

at fair value through profit or process related to the

loss consisted of investments valuation of financial

in unlisted fund and equity instruments, including model

. . validation and approval;
investments and an acquired PP !
convertible bond with an

aggregate carrying amount of

approximately HK$543,700,000.
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Independent Auditor’s Report

8 N 1% BXA R S

To the Shareholders of HongDa Financial Holding Limited

(Incorporated in the Cayman Islands with limited liability)

KEY AUDIT MATTERS (continued)

Key audit matters
(continued)

How our audit addressed this
key audit matter (continued)

Fair value of financial assets at fair value through profit or loss

(continued)

(refer to Notes 6 and 21 to the consolidated financial statements)

(continued)

Management determined the
fair value of financial assets at
fair value through profit or loss
using market approach and
binomial pricing model based on
arm'’s length comparable
transactions of the investees.
To support its determination of
the fair value, management
engaged an independent
professional qualified valuer to
perform a valuation of the
financial assets at fair value
through profit or loss at the end
of the reporting period. Such
valuations involve the
determination of the valuation
models and the selection of the
different inputs and the
assumptions made in the
valuation models by management
and the independent professional
qualified valuer. Any changes in
valuation models adopted and
input and assumptions applied
could lead to significant changes
in amounts reported as fair value
in the consolidated financial
statements. We identified fair
value of financial assets at fair
value through profit or loss as a
key audit matter because the
valuation of financial instruments
without a quoted price is a
complex area and involves a
higher degree of estimation,
uncertainty and judgement.

— We focused on the valuation

methodologies and
assumptions of financial
instruments that were
classified as level 3 in the fair
value hierarchy. We evaluated
the valuation techniques,
inputs and assumptions
through comparison with the
valuation techniques that are
commonly used in the
market, evaluation, including
independent price verification
of valuation inputs using
external market data, and
comparison with valuation
outcomes obtained from
various pricing sources. As
part of these procedures, we
evaluated the comparable
equity transactions used in
the valuations; and
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Independent Auditor’s Report

To the Shareholders of HongDa Financial Holding Limited
(Incorporated in the Cayman Islands with limited liability)

KEY AUDIT MATTERS (continued)

Key audit matters How our audit addressed this
(continued) key audit matter (continued)

Fair value of financial assets at fair value through profit or loss
(continued)
(refer to Notes 6 and 21 to the consolidated financial statements)

(continued)

Based on management’s — We evaluated the
assessment, a fair value gain of competency, capabilities
an aggregate of approximately and objectivity of the
HK$177,571,000 was independent professional

recognised in the Group's qualified valuer appointed by

. the Group.
consolidated statement of P
comprehensive income for the

current year.
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Independent Auditor’s Report
VR R GTIE &

To the Shareholders of HongDa Financial Holding Limited
(Incorporated in the Cayman Islands with limited liability)

OTHER INFORMATION INCLUDED IN THE
ANNUAL REPORT

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the Annual Report, other than the consolidated

financial statements and our auditors report thereon.

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

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

RESPONSIBILITIES OF THE DIRECTORS FOR
THE CONSOLIDATED FINANCIAL STATEMENTS

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

are free from material misstatement, whether due to fraud or error.
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Independent Auditor’s Report

To the Shareholders of HongDa Financial Holding Limited
(Incorporated in the Cayman Islands with limited liability)

RESPONSIBILITIES OF THE DIRECTORS FOR
THE CONSOLIDATED FINANCIAL STATEMENTS

(continued)

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

The directors of the Company are assisted by the audit committee
in discharging their responsibilities for overseeing the Group's

financial reporting process.

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

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. Our report is made
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.
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Independent Auditor’s Report
VR R GTIE &

To the Shareholders of HongDa Financial Holding Limited
(Incorporated in the Cayman Islands with limited liability)

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

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

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

or the override of internal control.

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

control.
o Evaluate the appropriateness of accounting policies used and

the reasonableness of accounting estimates and related

disclosures made by the directors of the Company.
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Independent Auditor’s Report

To the Shareholders of HongDa Financial Holding Limited

(Incorporated in the Cayman Islands with limited liability)

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

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

going concern.

Evaluate the overall presentation, structure and content of
the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and events

in @ manner that achieves fair presentation.

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

solely responsible for our audit opinion.
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Independent Auditor’s Report
VR R GTIE &

To the Shareholders of HongDa Financial Holding Limited
(Incorporated in the Cayman Islands with limited liability)

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

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.

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

Moore Stephens CPA Limited
Certified Public Accountants

Li Wing Yin
Practising Certificate Number: PO5035

Hong Kong, 28 March 2019
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Consolidated Statement of Profit or Loss

AR E@mK

Year ended 31 December 2018
BE_ZT—N\F+_A=t—HIFE

2018 2017
—E-)\E§ —T—+F
Notes HK$'000 HK$'000
FET FHET
REVENUE = 8 1,097,593 2,999,973
Cost of sales HERK (1,031,644) (2,883,059)
Gross profit EF 65,949 116,914
Other income and gains, net HiW AR5 8 334,068 58,472
Allowances for ECLs on trade JEMRERSR - B R Efb R IE
receivables, loan and other EHEEFERE
receivables (198,039) =
Impairment of amount due from U —F A 4R AIFVARE
a joint venture (15,003) -
Selling and distribution expenses HERDHFAX (7.641) (2,835)
General and administrative expenses —RRITHER (123,478) (62,509)
Other expenses HftFs (8,798) (14135)
Finance costs RMEKAK 9 (156,100) (74,418)
Share of results of: FE(EEAE
Joint ventures Y UNG| 4,183 (6,165)
An associate ﬁﬁ*éﬂ a (107,938) (16,865)
LOSS BEFORE TAX RiaiEE 10 (212,797) (1,541)
Income tax expense FTiEHAY 13 (27,651) (6,697)
LOSS FOR THE YEAR FRER (240,448) (8,238)
LOSS FOR THE YEAR UT&HFREFEASE :
ATTRIBUTABLE TO:
Ordinary equity holders ARAEBRBERAA
of the Company (226,976) (4,445)
Non-controlling interests EEtlie iay (13,472) (3,793)
(240,448) (8,238)
LOSS PER SHARE ATTRIBUTABLE FATEBERBESEAES
TO ORDINARY EQUITY HOLDERS BREER
OF THE COMPANY 14
Basic HR HK(3.37) cent#fll HK(0.07) cent 1l
Diluted s HK(3.37) cent#{ll HK(0.17) cent &1l
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Consolidated Statement of Comprehensive Income

Ara R AR

Year ended 31 December 2018
BEZ— ) \Ft+_-_A=+—HIFE

2018 2017
—E-N\F —E—+F
HK$'000 HK$'000
TFHET FH&TT
LOSS FOR THE YEAR FAHGR (240,448) (8,238)
OTHER COMPREHENSIVE (LOSS)/ Hitn2 @ (5i#R) A
INCOME
Items that may be subsequently reclassified H7£ A[fEE #7218 EH -
to profit or loss:
Available-for-sale investments: AHEERE
Change in fair value NEEES - 22,768
Exchange differences: ME N ZH
Exchange differences arising on BB INETSHOLE K = RE
translation of foreign operations 1,752 1,983
Share of other comprehensive (loss)/income [E(h—RE&E AR 2 EME2E
of an associate (E18), WA (1,814) 1,361
Other comprehensive (loss)/income ERNHMEE (EE) WA
for the year (62) 26,112
TOTAL COMPREHENSIVE (LOSS)/INCOME SR 2H (5i8) WA &8
FOR THE YEAR (240,510) 17,874
TOTAL COMPREHENSIVE (LOSS)/INCOMELI T& A BEERN2E (HE),
FOR THE YEAR ATTRIBUTABLE TO: W A #8H -
Ordinary equity holders of the Company RRATEBREEREA (226,982) 21,667
Non-controlling interests e (13,528) (3,793)
(240,510) 17,874
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Consolidated Statement of Financial Position

l\\/T\ =

B AR

31 December 2018
RZE-—NF+=_HA=+—H

2018 2017
—2—\fF T—+F
Notes HK$'000 HK$'000
fita THET T4
NON-CURRENT ASSETS FREEE
Property, plant and equipment ME - BB M 15 21,784 24,539
Investment property BREME 16 250,549 218,818
Goodwill GES 17 - -
Intangible assets BIVEE 18 38,970 41,968
Interests in joint ventures REERRIHERDS 19 1,642 8,416
Interest in an associate R—REE QR ER 20 2,985 112,737
Deferred tax assets BT EE 31 33,802
Long term prepayment and deposits =HIFE IR MizE 25 12,071 105,726
Loan receivable e E TR 24 - 15,629
Debt component of an acquired — IR AT B 25 eV B 5 BB 1D
convertible bond 21 - 38,846
Available-for-sale investments AEHERE 21 - 203,813
Financial assets at fair value through R FEFABGZHN TR EE
profit or loss 21 543,700 -
Derivative financial instrument PTEERBIA 21 - 68
Total non-current assets EREEERE 905,503 770,560
CURRENT ASSETS nEEE
Inventories FE 22 6,722 7,109
Trade receivables JE W BR K 23 746,139 1,018,088
Loan receivable FEME 5K 24 - =
Prepayments, deposits and other FNFIR - 11E RE MR
receivables 25 351,216 14,092
Tax recoverable Al R [ F 18 103 1,313
Restricted cash XRHIRE 26 11,973 11,974
Cash and cash equivalents Be MIREEEY 26 17,912 29,409
Total current assets BB ERE 1,134,065 1,081,985
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Consolidated Statement of Financial Position

AR A ISR

31 December 2018
RZZE—N\F+=-—A=+—H

2018 2017
—E—\§ T—+4F
Notes HK$'000 HK$'000
B 7t FET TFETT
CURRENT LIABILITIES mEBERE
Trade payables FERTBR R 27 2,401 126
Other payables and accruals H i B~ 500E M BT FUAR 28 143,935 148,009
Amounts due to joint ventures et & & R RFIE 19 2,462 -
Interest-bearing bank and other aﬁ%ﬁﬁﬁ&ﬁﬁﬁ%%
borrowings 29 360,077 276,153
Tax payable FE TR - 4,114
Derivative financial instrument PTESRMTAE 30 220 6,649
Convertible bonds A RES 30 93,675 93,921
Provision for obligation on a REERBINEERE
joint venture 19 3,087 -
Provision for reinstatement costs BIRK AR 34 600 =
Total current liabilities B AEERE 606,457 528,972
NET CURRENT ASSETS mEEERE 527,608 553,013
TOTAL ASSETS LESS CURRENT HEERTHARE
LIABILITIES 1,433,111 1,323,573
NON-CURRENT LIABILITIES EREIER
Other payables Ho At FE A FRIR 28 4,281 497
Interest-bearing other borrowings STEHEHMEE 29 355,451 100,000
Derivative financial instruments PTHESRTE 30 6,400 64,164
Convertible bonds AmkES 30 251,770 222,933
Deferred tax liabilities RIETRIEE & 31 68,398 10,408
Provision for reinstatement costs B IR AN B 34 - 1,100
Total non-current liabilities EREEEARRE 686,300 399,102
NET ASSETS HERE 746,811 924,471
HongDa Financial Holding Limited sAZE®@ZER AR A



Consolidated Statement of Financial Position

AR ISR

31 December 2018
RZZE—-NF+=ZA=+—H

2018 2017
—E—\fF —EF—tF
Notes HK$'000 HK$'000
k=3 F#&T TAETT
EQUITY B
Equity attributable to owners ENFIHEAREES
of the Company
Share capital PR 32 68,108 66,342
Reserves e 709,032 876,069
777,140 942,411
Non-controlling interests JEVER A (30,329) (17,940)
Total equity AR 746,811 924,471
Chen Xiaohang Tung Shun
FREE M EE
Executive Director and CEO Chairman and Executive Director
HITEFEFEREHTE TERPTESE
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Consolidated Statement of Changes in Equity

GAEREBE

For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

Attributable to owners of the Company

YN PN
Available-
Share Share  forsale  Exchange Non-
Issued  premium  Warrant option investments fluctuation  Accumulated controlling Total
capital account reserve reserve reserve reserve losses Total interest equity
IEE A E [E3,
BEARE RiVEER ERiERE REER KBEE ZHER G FElER  gEs
HK$000  HK$000  HKS000  HK$'000  HK$000  HK$000 HK$000  HK$000  HK$'000  HKS'000
TEr  TEn  TEnr TEn At TEn TEn At TEr  TEn
Notes (Note 35 (Note32)  (Note 33) (Note 35)
(Wa3s)  (WE32)  (HaEss) (i3t 35)
At 1 January 2017 R=Z-t§-A-A 65014 877,633 6,124 112,000 -+ (9.446) (145,184 906,141 - 906,141
Loss for the year ERER = = = = = = (4,445) (@A) 3793 6239
Other comprehensive income £ R fI2EMA -
for the year: - - - - - - - - - -
Changein fairvalue of ~ FIHEHEREATE
available-for-sale 29
investments - - - - 22,768 - - 22,768 - 2768
Exchange differenceson 5\ EKVEH B
translation of foreign
operations - - - - - 1,983 - 1,983 - 1,983
Share of other comprehensive {5 —RH & 22
income of an associate Hi2ANA = = = = = 1,361 = 1,361 = 1361
Total comprehensive income ~ FAZEHAEE
for the year - - - - 2,768 3344 (4,445) 21,667 (3793 17,874
Acquisition of assets hEEE 37b) = = = = S S = - (14047 (1414
Issue of shares upon exercise ~ {T{FARIER (4
of warrants ki 2 1328 19,399 (6,124) - - - - 14,603 - 14,603
Transfer of share option reserve BB HAEAE
upon the expiry of share gk
options - 112,000 - (112,000 - - - - - -
At 31 December 2017 i
t-A=t-A 66,342 1,009,032* -+ - 22768 (6,102 (149,629 942411 (17940) 924471
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Consolidated Statement of Changes in Equity

o |
/ \ I|\Ell|\
REEDER

For the year ended 31 December 2018
HE-_ZT— \F+-_A=1+—HALFE

Attributable to owners of the Company

ESNCE PN T
Available-
Share forsale  Exchange Non-
Issued ~ premium Capital investments  fluctuation  Accumulated controlling Total
capital account reserve reserve reserve losses Total interest  equity
g Ef

ERTRZ ROARE  REGR  RREE  SDEE AHBH o FRREGE N8
HK$'000  HK$'000  HK$'000  HKS$'000  HK$'000 HK$'000  HK$'000  HK$'000  HKS$'000
TR FET TET T FET TR TR FET  TER

Notes (Note 35)  (Note 35) (Note 35)
(MiE3s)  (WE3s) (M3 35)
At 31 December 2017 and RZE-tF+28
1 January 2018 as previously ~ =T—AR=Z-/\F
reported —F-RRE%Z5| 66,342 1,009,032 -+ 22,768 (6,102 (149,629 942,411 (17,940) 924471
Effect in initial application of A1 A AR R 2ER
HKFRS 9 ELhivd 7 4a) - - - (22,768) - 17,464 (5,304) - (5,304)
At1 January 2018 (restated) ~ R=F—/\5-A-H
(7)) 66,342 1,009,032 -+ - (6,102 (132,165 937,107 (17.940) 919,167
Loss for the year EMEE
Other comprehensive loss EMEf2EEE:
for the year: - - - - - (226976) (226976) (13472)  (240,448)
Exchange differenceson ~ SEHNEHZEREE
translation of foreign
operations - - - - 1,808 - 1,808 (56) 1,752
Share of other comprehensive fE(f—FBE A2
loss of an associate EEEER - - - - (1.814) - (1814 - 81
Total comprehensive loss EREEEREE
for the year - - - - 6 (226976 (226,982) (13528)  (240510)
Share capital of non-controling 17 % (T2 SR AR
interests not yet paid - - - - - - - 1139 1139
Capital contribution it 35(b) - 14,568 - - - 14,568 - 14568
Issue of ordinary shares BALER 32() 1766 51,208 - - - - 52974 - 5974
Share issue expenses RIFETRL - (27) - - - - (321) - b
At 31 December 2018 RZ2-\E+2R
=t-H 68,108 1,059,713¢ 14,568* -+ (6,108)*  (359,141)* 777,140 (30,329) 746,811
* These reserve accounts comprise the consolidated reserves of approximately 5 ZEREROERGEMBRARANNGE FEELD
HK$709,032,000 (2017: HK$876,069,000) in the consolidated statement of 709,032,000 70( = F—+4F : 876,069,000/7T) °

financial position.
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Consolidated Statement of Cash Flows

AT E

For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

aREeRER

2018 2017
—E—N\F T—+4F
Notes HK$'000 HK$'000
Kt et FET FET
CASH FLOWS FROM OPERATING #EEZTHMHR&RE
ACTIVITIES
Loss before tax bR AT E 1R (212,797) (1,541)
Adjustments for: AT BIERE
Finance costs BB K AR 156,100 74,418
Share of (profits)/losses of joint FEIEEZ AT CRM),
ventures 518 (4,183) 6,165
Share of losses of an associate B —RE & R RIEE 107,938 16,865
Interest income F 2 A (26,169) (1,664)
Depreciation e 15 8,949 9,789
Loss on disposal of subsidiaries HEN B A TR EE 37(c) 1,001 -
Write-off of items of property, M - WE &R IR B e 10
plant and equipment 500 596
Gain on disposal of items of HEWE  BFELRFERB K 10
property, plant and equipment, Wzt 558
net (2,109) (3,191)
Impairment of property, plant and Y% - BB RFERE 10
equipment 1,119 3,121
Impairment of intangible assets mEERME 10 924 8,973
Allowances of ECLs on loan EWER B EEEERE 24
receivable 15,629 -
Allowances of ECLs on trade R < TEAE BB ERE 23
receivables 181,396 -
Allowances of ECLs on other EERFIEZEHRER 25
receivables EE R 1,014 -
Fair value gain on financial assets at AT EFFABmIEREERN 21
fair value through profit or loss, A EWREFRE
net (177,571) -
Impairment of amount due from Bl —ME4E %R RFIERE 10
a joint venture 15,003 -
Write off of inventories WHEFE 10 16 =
Fair value gain on derivative financial AJBREFNTESHMIEAFE 10
instruments in relation to (ET g
convertible bonds (90,793) (53,373)
Fair value loss on derivative financial 2 UWEERI#ERESRITE SR 10
instrument in relation to an TARFEEE
acquired convertible bond - 1,445
Loss on modification of a convertible A] #1 & &5 K& 5] 518 10
bond 5,700 -
Fair value gain on investment REMELNTHERS
property 16 (26,330) =
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Consolidated Statement of Cash Flows
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SZx
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=P

For the year ended 31 December 2018

BHE—_ZT— \E+-_A=+—RBIFE
2018 2017
—ZE—)\F T —t4F
Notes HK$'000 HK$'000
f it F#&T TAETT
(44,663) 61,603
Decrease/(increase) in inventories FERL (Em) 370 (1,915)
Decrease in trade receivables FE U BR FOR > 83,481 81,572
Increase in prepayments, deposits  TEfTFRIE ~ 2@ & H M fEKFIA
and other receivables 3840 (91,749) (99,656)
Increase/(decrease) in trade payables FEfBRFIE A1, () 4,797 (287)
Increase in other payables B fth A5 RIE S E ST RIBSE AN
and accruals 15,329 1,730
Increase in amount due from an FEUL — KB 2 A ) FRIFIE AN
associate (8,202) (581)
Cash (used in)/generated from KESEEN(FTA),/FIBR4E
operations (40,637) 42,466
Interest received BEUF B 45 60
Overseas taxes paid BAEINRIE (21) (38)
Hong Kong profits tax paid ENEBNED (2,782) (24,005)
Net cash (used in)/generated from ESEE) (FFA) FrEHE S
operating activities HER (43,395) 18,483
Annual Report 2018 —Z — \F 4R
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Consolidated Statement of Cash Flows
/\\/T\ IE N7 ;ﬁ%i‘%

For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

2018 2017
—E-N\F —E—+F
Notes HK$'000 HK$'000
HiaE FHET FETT
CASH FLOWS FROM INVESTING #REFTHMHHALRE
ACTIVITIES
Purchases of items of property, BEYE  BERREER
plant and equipment (12,591) (13,815)
Proceeds from disposal of items of &Y  EKEEEE M
property, plant and equipment PSSR 3,354 6,385
Additions to an investment property R E — B EWE (4,997) =
Purchase of assets g3 37(b) - 9,372
Net inflow of cash and cash EHELENBARI RS R
equivalents in respect of disposal ReEBYMRNFRE
of subsidiaries 37(c) 496 =
Investment in an associate SER—KEE QA - =
Investment in a joint venture BER—REa=2 R (3,670) -
Loans to an associate m— %H@‘%%’A\ AIER - (128,240)
Decrease/(increase) in an amounts FEUA & AR IER D
due from joint ventures (3Zhn) 5,172 (6,700)
Purchase of an available-for-sale BE—EAHOERE
investment - (69,045)
Purchase of financial assets at fair BERATE AER
value through profit or loss & RE E (243,815) =
Subscription of a convertible bond R AR &5 - (40,000)
Subscription of a loan note RBEREE - (15,629)
Decrease/(increase) in restricted cash ZR&IFR SR (38 h0) 1 (11,974)
Interest received B HFIE 800 =
Net cash flows used in investing REESAR S REFA
activities (255,250) (269,646)
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Consolidated Statement of Cash Flows

Jzx =
I\\/T\ EE N7 //|bia:%§
For the year ended 31 December 2018
BE_Z— \F+-_A=t+—BHIFE
2018 2017
—ZE—)\F T —tF
Notes HK$'000 HK$'000
k23 F#E&RT TABTT
CASH FLOWS FROM FINANCING MEITEBHNREKE
ACTIVITIES
Proceeds from issue of shares, BT TS I8 (B S EAN)
net of transaction costs 32(c) 52,447 -
Proceeds from issue of shares upon  1T{FRIIEFE B EITIGD 2
exercise of warrants FiS50R 32 - 14,603
Proceeds from issue of preference BIT—HNBARELER 2
shares of a subsidiary FTiS70A 14,568 -
Proceeds from issue of convertible BT E S 2 T8 RE
bonds - 199,669
New other borrowings i EMEE 385,762 257,505
Repayment of other borrowings EEHMEE 37(d) (89,493) (188,469)
Repayment of bank borrowings BERITEE (2,967) (2,370)
Interest and bank charges paid BT B RIEITRE 37(d) (72,866) (40,310)
Net cash generated from financing ~ B E/EEFTISIR SR E/F5E
activities 287,451 240,628
NET DECREASE IN CASH AND BeRBeFREYMEDBH
CASH EQUIVALENTS (11,194) (10,535)
Cash and cash equivalents at FNHReRBLEED
beginning of year 29,409 39,483
Effect of foreign exchange rate MERF B R FEE
changes, net (303) 461
CASH AND CASH EQUIVALENTS S£XR&RHSFEM
AT END OF YEAR 17,912 29,409
Annual Report 2018 —Z — \F 4R 87



Consolidated Statement of Cash Flows
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

2018 2017
—E-N\F —E—tF
Notes HK$'000 HK$'000
HiaE FHET T
ANALYSIS OF BALANCES OF CASH & R A & SEMER 0 F
AND CASH EQUIVALENTS
Cash and bank balances He RIBITES 26 17,912 22,575
Non-pledged time deposits with BAKRIHMELIR=(EAR
original maturities of less than EIIE TR
three months when acquired 26 - 6,834
CASH AND CASH EQUIVALENTS SXHR&RR&EE Y
AT END OF YEAR 17,912 29,409

Non-cash transactions: EREXTH :

Including cash payments for the resolution of the outstanding EBREARIIAEEE SREHEN L HHERBN
liabilities relating to arrangements which are in substance finance ~ARBREBEZREMHK -

leases.

4 Amount less than HK$1,000. & £ 1,000/87T ©
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Notes to the Consolidated Financial Statements

ArE

CORPORATE AND GROUP INFORMATION

HongDa Financial Holding Limited (the “Company”) is a
limited liability company incorporated in the Cayman Islands.
The registered office address of the Company is Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman, KY1-
1111, Cayman Islands. The ultimate controlling parties are
Ms. Deng Shufen and Ms. Liu Jiangyuan, who aggregately
hold 51.38% of issued share capital of the Company in the
name of Sino Merchant Car Rental Limited. The Company’s
principal place of business in Hong Kong is located at Suite
3618, Level 36, Two Pacific Place, 88 Queensway, Hong
Kong.

During the year, the Group was primarily involved in (i)

1.

B SR M vt

For the year ended 31 December 2018
HE-T - N\GE+_A=1+—HBLEE

REAREEER
SLESRERBRAR(ARET ] Z—
FMRFASHSTMKXINERAA - K
7~ A G0 P9 E &Y M 3k /3 Cricket
Square, Hutchins Drive, P.O. Box 2681,
Grand Cayman, KY1-1111, Cayman
Islands © S #X4E R 77 BB S Z + R 2|
IR LT BENEFHEFRAFSE
A I AARDQR]51.38% B BITIRA o
RARAEBBNEZLEMBURNES
©IEE88 AT ES _ FE361E3618 = o

FRAEEXIRRE(REHEIEEE

provision of car rental and other services; (ii) materials REAMRT ; ()VMEE S K (i) B E R
trading; and (iii) financing services and investments. B RITE -
Information about subsidiaries BEIK B A TSR
Particulars of the Company's principal subsidiaries are as RATEFERBATEBOT -
follows:
Percentage of
equity attributable
Issued to the Company
Place of ordinary share/ . /NG
incorporation/ registered BiEERFHLL
Name operation share capital ~ Directly Indirectly Principal activities
30158 BRTEER
&% EEWR S Ef HE FERH
Ace Leader (HK) Limited Hong Kong Hong Kong dollar - 100 Provision of financing services
2(BB)BERAA BB ("HK$")300,000,000 R SRR
300,000,000/ 7T
(I&xl)
HongDa Financial Hong Hong Kong HK$10,000,000 100 - Materials trading and
Kong Company Limited ~ &% 10,000,000 7T provision of intercompany
hESREBRRAA management services
MHESRREERE
B R
Beijing Tu An Car Rental The People’s Republic Renminbi - 100  Provision of car rental services
Services Limited* of China (the “PRC") ("RMB") 5,000,000 REAERRES
Bl Qareakiil - REARANE(HE]) ARKTAREKD
BREEAH 5,000,000 7T

Annual Report 2018 =%
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Notes to the Consolidated Financial Statements

NN R el

For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

1. CORPORATE AND GROUP INFORMATION 1.

(continued)

AR REEER @)
BEKEATNER (E)

Information about subsidiaries (continued)

Percentage of

equity attributable
Issued to the Company
Place of ordinary share/ FLF
incorporation/ registered EiEEIE AL
Name operation share capital ~ Directly Indirectly Principal activities
130010 ERTEER

&1 EER ]S Ei# Mg FEXH

Finest Achieve Limited The British Virgin Islands  United States dollar 100 - Investment holding

EEARDA (the "BVI") ("US$")1 BERE

KBRS 1% (%Ex))
(EBRZES])
Mercury International LLC ~ The United States of US$50,000 = 51 Investment holding
America (The “United 50,0003 7T BEERE
States”)
ENBERE ([%E])

Hongshen Xi Wang The PRC RMB25,000,000 = 100 Investment holding
Technology (Zhuhai) H AR 25,000,0007C RARE
Company Limited*

SRR R (GRE)

BRAR

HongDa Finance & Hong Kong HK$1 - 100 Investment holding
Investment Limited Bk 18T HERE

METRERERRAF

] These entities’ statutory financial statements are not audited by Moore * EERZATEMBEHRRLIFBAREFTHEE

BEIENEBAER QA RFEEHER 2R
MRHK BRI - ZEBERINAM R
XEBRAEEERSRASHBEZSES
AT - R E S s AT 2 AT -

Stephens CPA Limited or member firms of Moore Stephens
International Limited. The English names of these entities refer to in this
note represented management'’s best efforts in translating the Chinese
names of these entities as no English names have been registered or
available.

RRBBERR - ERAFIARBIHH
BRRTIEER %$%I$EF%Z 11
HARAEEFEENEERSD - AR
EERREIEMKEA TE’U.‘#I%Q%
FiEBE -

The above table lists the subsidiaries of the Company which,
in the opinion of the directors of the Company, principally
affected the results for the year or formed a substantial
portion of the net assets of the Group. To give details of
other subsidiaries would, in the opinion of the directors of

the Company, result in particulars of excessive length.
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Notes to the Consolidated Financial Statements

ArE

BASIS OF PREPARATION AND
PRESENTATION

These consolidated financial statements have been prepared
in accordance with Hong Kong Financial Reporting Standards
("HKFRSs") (which include all Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards (“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. They
have been prepared under the historical cost convention,
except for investment property and certain types of financial
assets as described in Note 21 which have been measured at
fair value. These consolidated financial statements are
presented in HK$, which is also the functional currency of the
Company. All values are rounded to the nearest thousand

except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the Group) for the year ended 31 December
2018. A subsidiary is an entity, directly or indirectly,
controlled by the Company. Control is achieved when the
Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect
those returns through its power over the investee (i.e. existing
rights that give the Group the current ability to direct the
relevant activities of the investee).

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in

assessing whether it has power over an investee, including:

(@) the contractual arrangement with the other vote holders

of the investee;

(b)  rights arising from other contractual arrangements; and

() the Group's voting rights and potential voting rights.

B SR M vt

For the year ended 31 December 2018
BHE_Z— \F+ZA=1+—HLFE

AR 25| 22

o

A fs AL
D/Zizr:ﬂ'

MBHRRIDIREFLEEHA
S([BEGHMAS ) Rz HEME
WELEL ([FBHBREER]) (BRI
BEAEMHmEEL  FEGHER
([BAEEA) k2 BEEARE
it R AR BB A BRG] 2 B FE AR E A
o RREMERME21 PR 2 FE
AEMETREREEI  RFUBR
RIDBBEELRFERE - ZEHEY
BRERNABILES  BILTA/ARFN
WEEE® - BREAEAEIN  EHRE
BEMNEERRIIZ TUH -

If)

mEEE
REMBRERBERARARENE AR
(MBAEE)BEZE_ZT—\F+= )EJ
=t+t—RLEFEZHBEREx - WBEA
BEXARNAFEESEEEH 2EE - Th
AEBEFBBLMABRETEFMER K
BRBISHEIRES A #0%H - B
ﬂfoﬁ"iE?ﬁ&éﬁZ%ﬂ 22l e

AR EEE B R o R (AR
vﬁﬁ%ﬁ%.?a%Wﬁ&éﬁﬁ*ﬁ@gﬁﬁjz
EEVADIE

HARBERAEEREZRKENR

?T}Eﬁ*ﬁfﬁl%?‘JﬂéE’\‘Lﬁé%{ S RREFN
REHWRET EERAENE - A&

EeZRMAMBEFERER B :

AR BT EMREERERAL

(@) E3Z
/a\ DRk

b) WREBEMEDHLHIMZBOEN:
IS4

() $%.Z?Xm$g& %ETXT*E 9
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Notes to the Consolidated Financial Statements

AT E

B ISR M vt

For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

2.

BASIS OF PREPARATION AND
PRESENTATION (continued)

Basis of consolidation (continued)

The financial statements of the subsidiaries are prepared for
the same reporting period as the Company, using consistent
accounting policies. The results of the subsidiaries are
consolidated from the date on which the Group obtains
control, and continue to be consolidated until the date that
such control ceases.

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

eliminated in full on consolidation.

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

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary,
(i) the carrying amount of any non-controlling interest and (iii)
the cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, (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.

HongDa Financial Holding Limited 5.3 @ @A AR A A
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Notes to the Consolidated Financial Statements

ArE

APPLICATION OF NEW AND REVISED
HKFRSs

The HKICPA has issued a number of new and revised HKFRSs
which were relevant to the Group and had become effective
for the first time during the year. In preparing the
consolidated financial statements, the Group has applied all
these new and revised HKFRSs issued by the HKICPA, which
are relevant to and effective for the Group’s consolidated
financial statements for the accounting period beginning on
1 January 2018.

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contract
with Customers
Clarifications to HKFRS 15

Revenue from Contract

Amendments to HKFRS 15

with Customers
K (IFRIC)-Int 22 Foreign Currency Transactions

and Advance Consideration

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

Applying HKFRS ¢ Financial
Instruments with HKFRS 4

Insurance Contract

Amendments to HKFRS 4

Amendments to HKAS 28  As part of the Annual
Improvements to
HKFRSs 2014-2016 Cycle

Amendments to HKAS 40  Transfer of Investment Property

Except as disclosed in the summary of the impact of changes
in accounting policies in Note 4, the application of the new
and revised HKFRSs in the current year has had no material
impact on the Group's financial performance and positions
for the current and prior years and/or on the disclosures set

out in these consolidated financial statements.

3.

B SR M vt

For the year ended 31 December 2018
BHE_Z— \F+ZA=1+—HLFE

FE R ¥ R] A R] & B M % 3
HEA

EERHMAREEFSERAEES
BIE I R B R BB RIGIE AT B

BB RELER - REEGE P ERE
B AKREEERRABEGTEASHEM

M RAKEE —F—\E—f—Q
R B EM Y B AN BRELH
RS H AR B RIS ST BB 5
23R -

EEUK®RE SRMIA
R 955

BEVBHRE RABFPAEHHKA
RS 155

BEEMIEHRE BEBSUBRELEL
ZERIZE 1557 FI5HRARF
&5] BHIBA

575 (BRI H INER S RIEARE
HEREER
ié — i

225

BBV BHRE BRONRXIOHER
HRFE25%  FHE
&3]

BRVBHRE HRABSWBHREEL
ERZE 45 E ARG KR —
&3] HHEABRBHIBRE

ERIFEFREEMTA

EAGER BEMBREEN=Z

28 5RIEE] —PEZE-_FT—"F
BHNFERHTE 2
—&5

E%%S TR BREVHEE

405}EfaaT

B E4AP @A RREEZEHEMHK
BEIN RAFERBAME LEETE
78 B 7 i R B R R B E A S SE R AR
BN ERRUATMAELZEHE
MR ERMBNRBELEERTE
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

<)

APPLICATION OF NEW AND REVISED 3.
HKFRSs (continued)

At the date when these consolidated financial statements are
authorised for issue, the following new and amended HKFRSs
that may be relevant to the Group have been issued but are BB
not yet effective, and have not been applied early by the

Group.

R RIETE BT KR
HER (@)
MZEGATBREESEETIZAE
BA T AT A B AN o B AR BE 2 78T RAEE AT

%R E LRI S BME R ARERR

BEAREEY ARREFEA -

Effective for

annual reporting

periods beginning

on or after

BLLT B R

ZEMENEE

REMREN

HKFRS 9 Amendments
BB RERERNEIRIE]
HKAS 19 Amendments
BB ERE 195 BT
HKAS 28 Amendments
BB ERIFE 285/ & 7T
HKAS 28 and HKFRS

10 Amendments

HAmE s BNZRRE
Plan Amendment, Curtailment or Settlement

ATEIER] - EREEE

ik A
NN

A ENEMRIER

and its Associate or Joint Venture

Prepayment Features with Negative Compensation

Long—term Interests in Associates and Joint Ventures

Sale or Contribution of Assets between an Investor

BERGHRAF 28K REENBRE REEFREMENRARALERRAZHANEELESTE
ERIF 10555

HKFRS 16 Leases

BEUBRELENE 165 HE

HK (IFRIC) - Interpretation 23 Uncertainty over Income Tax Treatments
BE(ARVBHREREREG) - EHERENTHEENR

ABE 2358

Amendments to HKFRSs Annual Improvements to HKFRSs 2015 - 2017 Cycle
BEUBRELRNET] BANBRELN - LFE T+ FRNNFRELE

Conceptual Framework for Revised Conceptual Framework for Financial
Financial Reporting 2018

—N\FERBIRENRSER

Reporting
ERTBI RSB SAER

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

ArE

APPLICATION OF NEW AND REVISED
HKFRSs (continued)

The Group has already commenced an assessment of the
related impact of adopting the above new and revised
HKFRSs. So far, it is preliminarily concluded that the above
new and revised HKFRSs will be adopted at the respective
effective dates and the adoption of them is unlikely to have a
significant impact on the consolidated financial statements of
the Group except for the following:

HKFRS 16 “Leases”

Nature of change

HKFRS 16 was issued in January 2016. It will result in almost
all leases being recognised on the lessee’s balance sheet, as
the distinction between operating and finance leases is
removed. Under the new standard, an asset (the right to use
the leased item) and a financial liability to pay rentals are
recognised. The only exceptions are short-term and low-
value leases. The accounting for lessors will not significantly

change.

Impact

The standard will affect primarily the accounting for the
Group's operating leases. As at 31 December 2018, the
Group's future aggregate minimum lease payments under
non-cancellable operating leases is approximately
HK$34,356,000, among which less than one year is
approximately HK$29,462,000 and more than one year and
less than five years is approximately HK$4,894,000 (see Note
40(b)). HKFRS 16 provides new provisions for the accounting
treatment of leases and all non-current leases, including future
operating lease commitments, must be recognised in the form
of an asset (for the right of use) and a financial liability (for the
payment obligation). Short-term leases of less than twelve
months and leases of low-value assets are exempt from the
reporting obligation. The new standard will therefore result in
an increase in assets and financial liabilities in the consolidated
statement of financial position. Operating expenses under
otherwise identical circumstances will decrease, and
depreciation, amortisation and interest expense will increase.
It is expected that certain portion of these lease commitments
will be required to be recognised in the statement of financial

position as right of use assets and lease liabilities.

3.

B SR M vt

For the year ended 31 December 2018
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

<)

APPLICATION OF NEW AND REVISED
HKFRSs (continued)

HKFRS 16 “Leases”
Impact (continued)

(continued)

The Group expects to recognise the right-of-use assets and
lease liabilities for the non-cancellable operating lease
commitments which are more than one year. The Group
expects no material impact to the consolidated statement of
profit or loss.

Date of adoption by the Group
Mandatory for financial years commencing on or after 1
January 2019.

The Group is currently assessing the impacts of adopting
HKFRS 16 on the consolidated financial statements and is
unable to estimate the impact of the new standard on the
consolidated financial statements until a more detailed

analysis is completed.

SUMMARY OF THE IMPACT OF CHANGES
IN ACCOUNTING POLICIES

This note explains the impact of the adoption of HKFRS 9
Financial Instruments and HKFRS 15 Revenue from Contracts
with Customers on the consolidated financial statements and
also discloses the new accounting policies that have been
applied from 1 January 2018, where they are not applied or
are different to those applied in prior periods. The Group has
concluded not to restate the comparative figures based on
the specific transitional provision in HKFRS 9 and HKFRS 15.

(@) HKFRS 9 - Financial Instruments

The Group has adopted HKFRS 9 on 1 January 2018
which has replaced HKFRS 39 Financial Instruments:
Recognition and Measurement. HKFRS 9 introduces
new requirements for classification and measurement,
impairment and hedge accounting which have resulted

in the following changes in accounting policies.
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Notes to the Consolidated Financial Statements
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4. SUMMARY OF THE IMPACT OF CHANGES
IN ACCOUNTING POLICIES (continued)

(a)

HKFRS 9 - Financial Instruments (continued)

The Group has not restated comparative information

for the year ended 31 December 2017 for financial

instruments in the scope of HKFRS 9. Therefore, the

comparative information for the year ended 31

December 2018 would follow the requirements under

HKAS 39 and is not comparable to the information

presented for the current year. Differences arising from

the adoption of HKFRS 9 have been recognised directly

in accumulated losses, and relevant balance sheet items

as of 1 January 2018.

(i)

Classification and measurement of financial
assets

Except for trade receivables, under HKFRS 9, the
Group initially measures a financial asset at its fair
value plus, in the case of a financial asset not
classified at fair value through profit or loss,

transaction costs.

Under HKFRS 9, debt financial instruments are
subsequently measured at fair value through
profit or loss, amortised cost, or fair value through
other comprehensive income (“FVOCI”). The
classification is based on two criteria: The Group's
business model for managing the assets; and
whether the instruments contractual cash flows
represent solely payments of principal and
interest on the principal amount outstanding (the
"SPPI criterion”).

B SR M vt

For the year ended 31 December 2018
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

AT E

4. SUMMARY OF THE IMPACT OF CHANGES
IN ACCOUNTING POLICIES (continued)

(a)

HKFRS 9 - Financial Instruments (continued)

(i)

Classification and measurement of financial
assets (continued)

The new classification and measurement of the
Group's financial assets are as follows:

Debt instruments at amortised cost for
financial assets that are held within a
business model with the objective to hold
the financial assets in order to collect
contractual cash flows that meet the SPPI
criterion. This category includes the Group's
trade, loan and other receivables.

Equity investments at FVOCI — with no
recycling of gains or losses to profit or loss
on derecognition. This category only
includes equity investments, which and
neither held for trading nor contingent
consideration recognised by an acquirer in a
business combination to with HKFRS 3
applies and which the Group has irrevocably
elected to classify upon initial recognition or
upon the initial application of HKFRS 9. The
Group does not have any financial assets
classified in this category.

Financial assets at fair value through profit
or loss — include an acquired convertible
bond, unlisted equity investments and an
unlisted fund investment which the Group
has not irrevocably elected, at initial
recognition or upon the initial application of
HKFRS 9, to classify as FVOCI. Under HKAS
39, the Group's unlisted equity investments
were classified as available-for-sale financial
assets measured at fair value and the
acquired convertible bond comprised the
debt component and a derivative financial
instrument.
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Notes to the Consolidated Financial Statements

ArE

4. SUMMARY OF THE IMPACT OF CHANGES
IN ACCOUNTING POLICIES (continued)

(@) HKFRS 9 - Financial Instruments (continued)

(i)

Classification and measurement of financial

assets (continued)

o Debt instruments at FVOCI - with gains or
losses recycled to profit or loss on
derecognition. The Group does not have
any financial assets classified in this

category.

The assessment of the Group's business model
was made as of the date of initial application of
HKFRS 9, i.e. 1 January 2018, and then applied
retrospectively to those financial assets that were
not derecognised as at that date. The assessment
of whether contractual cash flows on debt
instruments are solely comprised of principal and
interest was made based on the facts and
circumstances as at the initial recognition of the

assets.

The accounting for the Group's financial liabilities
remains largely the same as it was under HKAS
39. Similar to the requirements of HKAS 39,
HKFRS 9 requires contingent consideration
liabilities to be treated as financial instruments
measured at fair value, with the changes in fair
value recognised in the consolidated statement of

profit or loss.

Under HKFRS 9, embedded derivatives are no
longer separated from a host financial asset.
Instead, financial assets are classified based on
their contractual terms and the Group's business
model. The accounting for derivatives embedded
in financial liabilities in non-financial host contracts
has not been changed from that required by
HKAS 39.
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

4. SUMMARY OF THE IMPACT OF CHANGES
IN ACCOUNTING POLICIES (continued)

(a)

HKFRS 9 - Financial Instruments (continued)

(ii)

Impairment

The adoption of HKFRS 9 has changed the
Group's accounting policy for impairments by
replacing HKAS 39's incurred loss approach with
a forward-looking ECLs approach. HKFRS 9
requires the Group to record an allowance for
ECLs for all loans and other debt financial assets
not held at fair value through profit or loss. ECLs
are based on the difference between the
contractual cash flows due in accordance with the
contract and all the cash flows that the Group
expects to receive. The shortfall is then
discounted at the asset’s original effective interest
rate.

The following table is a reconciliation that shows
how the closing loss allowance as at 31 December
2017 determined in accordance with HKAS 39 can
be reconciled to the opening loss allowance as at
1 January 2018 determined in accordance with
HKFRS 9:

4., EIFBRESELEHME B

(a)

BEEMBHRERENFIR — oM
TRE)
(ii) B

RMBEEVBHREERE9
FRETAEEERELS
AR - AR ATIE 12 TR HR
FEBRRARKTEAS
AHERE IR L EELERE
B - BRMHREENE9
SARE A KB AR LI
BATEFABERBEZE
KR EAMER B EERE
BHREEBERE BHE
EEEBENDERREAN
ENZEHNREREEANE
BEHUBZABERERE
ZEHEETE - MR H
HERREREEZRBER
M EBER -

TREIIRBEL G LR
FIREETZ_-F —t$
TZA=+t—HHXREER
1 HL i AR B B B 15 5 A B
FORBEZ —FT—\F—
A—BHEERE R
B :

HK$'000
T
Loss allowance recognised as at BREBGAEREIVEN - —+
31 December 2017 under HKAS 39 FT-A=+—HERZBERE -
Additional loss allowance as a result REEAE BT RELELE IR
of the application of the [FEEAfEEBERE | S5 258
“ECL model” under HKFRS 9 BRERE
— Trade receivables — FEUERFX 6,823
Loss allowance recognised as at 1 January REEBHBEHREERE KN T
2018 under HKFRS 9 —N\F—PB—BERZEBERE 6,823
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4. SUMMARY OF THE IMPACT OF CHANGES

IN ACCOUNTING POLICIES (continued)

(@) HKFRS 9 - Financial Instruments (continued)

(i) Impairment (continued)

The following tables analyse the impact of
transition to HKFRS 9 on the consolidated

B SR M vt

For the year ended 31 December 2018
BHE_Z— \F+ZA=1+—HLFE

4. EFBRESELEHME B

ArE

(a) BARAUBBREEIFIRE — @

IE(E)

(i)  E ()
TERAMBEREHERE
EREIFUHAEELRA M

B2 488

statement of financial position of the Group. IR R E
1 January
2018
—Z-N\E
—RA—H
HK$ 000
FHT
An acquired convertible bond ERBTRRES
Closing balance of debt component under RREAGHENEIIRR_T—LF
HKAS 39 as at 31 December 2017 T A=1+—B2ZEHBH 2 HRER 38,846
Closing balance of derivative financial RRBEBGHENEIIRN_T—+tF
instrument under HKAS 39 as at TTA=T—HZTESRIAY
31 December 2017 HiR s e 68
Remeasurement of an acquired convertible RRESMBREENEIRENE
bond under HKFRS 9 BlErakES 393
Reclassification as financial assets at fair value RRE BN B REER LRI
through profit or loss under HKFRS 9 NERRAVEFABSNESREE (39,307)
Opening balance under HKFRS 9 as at RRESUBREERNEIFNR S
1 January 2018 F—H— Bz B4R -
Available-for-sale investments measured BAFESENTHRLEERE
at fair value
Closing balance under HKAS 39 as at EREB G EAEI9RN_E—+F
31 December 2017 + A=+ Bz Bk 203,813
Reclassification as financial assets at fair value RBESUBREEREIFENDE
through profit or loss under HKFRS 9 RRATEAABENERMEE (203,813)
Opening balance under HKFRS 9 as at BREEMBHREEAEIRN _F—
1 January 2018 F-A—BzE&EA =
Financial assets at fair value through BATEHAREHERNEE
profit or loss
Closing balance under HKAS 39 as at BEREBGHLEAEIVRR_T—F
31 December 2017 —|—7)E]_—|- B2 HRE ﬁ? =
Reclassification under HKFRS 9 BERBBNBRELERFEIRENHE 243,120
Opening balance under HKFRS 9 as at BEREBIBRELMEIRN T —
1 January 2018 F—HA—H B4R 243,120
Annual Report 2018 —Z— \FER
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

4. SUMMARY OF THE IMPACT OF CHANGES 4.

IN ACCOUNTING POLICIES (continued)

(a)

HKFRS 9 - Financial Instruments (continued)

(ii)

Impairment (continued)

EFBRSERE

(a) EBHERE
TE(%E)
(i)  JRE(E)

BEuwm

EREH — =@

1 January
2018
— I\
—B—H
HK$'000
TFETT
Available-for-sale investments revaluation ot {lEREE (L (ZE
reserve
Closing balance under HKAS 39 as at IRRBREBS@A MR FEIEN T —+
31 December 2017 F+—H=+—H 2R 22,768
Transfer to accumulated losses ER e RatEE (22,768)
Opening balance under HKFRS 9 as at HREBITIEREELFIFNR_F
1 January 2018 —N\F—A— Bz 5
Accumulated losses ZitEE
Closing balance under HKAS 39 as at RREBSEHELE RN - —+
31 December 2017 Ft+ZR=+—RZHR&E (149,629)
Transfer from available-for-sale investments &8 [ 7] it &5 & & (4 (&
revaluation reserve 22,768
Remeasurement of an acquired convertible 1% BB & 5 B 75 5 &5 £ BI 55 9 5% 37 =1
bond under HKFRS 9 S0 BRI ES 393
Allowance for ECLs on trade receivables FEUBE R 7 TEEA = B B B (6,823)
Deferred tax effect of allowance for ECLs FEUNEBE RIEHA = B B IR B R RS
on trade receivables == 1,126
Opening balance under HKFRS 9 as at IRBEBPIEREERFEIFAE
1 January 2018 —N\F— A —HZ B9 (132,165)
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T MR R M E
Ii\b N /N 7_|-,77 iF ) |:|_|I_
For the year ended 31 December 2018

HE-_ZT— \F+-_A=1+—HALFE

4. SUMMARY OF THE IMPACT OF CHANGES 4. B BERSEZEHRE @
IN ACCOUNTING POLICIES (continued)

(@) HKFRS 9 - Financial Instruments (continued) (a) EBHBREEREIR — @
THRE)
(i) Impairment (continued) (i) E (&)
The following table shows a reconciliation from TREHNAEBR TN
how the Group's financial assets existed as of 1 F-A—RAEREZE/mE
January 2018 were classified and measured under ERBES T ERIZE 398
HKAS 39 to how they are classified and measured DERGTEEBEE BB
under HKFRS 9. BELEIRD BN E
EVEER ¢
Balance at
31 December
2017 Remeasurement Reclassification Balance at
as originally due to due to 1 January
presented HKFRS 9 HKFRS 9 2018
REE5R
—S-tF GEMERE TEMERE  RIB-I\EF
+=A=+-H EREIRZ EREIRZ -R-H
b4 ENitE ENSE R
HK$'000 HK$'000 HK$000 HK$'000
T THT THL AL
Consolidated Statement BaMERRE

of Financial Position

Non-current assets ERDEE
Debt component of an BB AR ER

acquired convertible bond R 38,846 393 (39,239) -
Derivative financial instrument ~ $T£&BTA 68 - (68) -
Available-for-sale investments HHERE 203,813 - (203,813) -
Financial assets at fair value BATEF AR

through profit or loss TREE - - 243,120 243,120
Current assets — THEE — EURER

Trade receivables 1,018,088 (6,823) - 1,011,265

Annual Report 2018 —Z— \FER 103



104

Notes to the Consolidated Financial Statements

AT E

B ISR M vt

For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

4. SUMMARY OF THE IMPACT OF CHANGES
IN ACCOUNTING POLICIES (continued)

(b)

HKFRS 15 - Revenue from Contracts with
Customers

HKFRS 15 supersedes HKAS 11 Construction Contracts,
HKAS 18 Revenue and related Interpretations and it
applies to all revenue arising from contracts with
customers, unless those contracts are in the scope of
other standards. The new standard establishes a five-
step model to account for revenue arising from
contracts with customers. Under HKFRS 15, revenue is
recognised at an amount that reflects the consideration
to which an entity expects to be entitled in exchange
for transferring goods or services to a customer. The
standard requires entities to exercise judgement, taking
into consideration all of the relevant facts and
circumstances when applying each step of the model to
contracts with their customers. The standard also
specifies the accounting for the incremental costs of
obtaining a contract and the costs directly related to
fulfilling a contract.

The Group is in the business of sales of products and
provision of services in which the Group's contracts with
customers generally include one performance
obligation. The Group has concluded that revenue from
sale of products and provision of services should be
recognised at the point in time when control of the
promised goods or services is transferred to the
customer. Therefore, the adoption of HKFRS 15 did not

have an impact on revenue recognition.

Upon the adoption of HKFRS 15, if there is any satisfied
performance obligation but where the Group does not
have an unconditional right to consideration, the Group
should recognise a contract asset. No contract asset is
recognised upon transition and at the end of the

reporting period.

HongDa Financial Holding Limited sAZE®@ZER AR A
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Notes to the Consolidated Financial Statements

4. SUMMARY OF THE IMPACT OF CHANGES

T MR R M E
4re B 157+ JRT
For the year ended 31 December 2018
HE—FT—\F+-A=+—BLLFE

4. EFBRESELEHME B

IN ACCOUNTING POLICIES (continued)

(b)

HKFRS 15 — Revenue from Contracts with (b) BERUBHEEREISHE — RE
Customers (continued) EEAHHEA (E)
Following adjustments were made to the amounts RFEBBH(R-_ZE—NF—
recognised in the consolidated statement of financial A—B)RERa BBk R R ER
position at the date of initial application (as at 1 January SREOENT R :
2018):

Carrying

amount as at

31 December Carrying

2017 under amount as at

HKAS 18 1 January 2018

(as originally under

presented) Reclassification HKFRS 15

RRBEEGH RRBEEME

HERISE 185/ % wEER

—Z—-tf 8 155

+=B=+—H —E-N\E

ZIRmE(E —A—RH%Z

(REZ5) ENSH IRE{E

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

FHET THET THIT

Other payables and accruals H e E0E R fEE B 148,506 (1,986) 146,520

Contract liabilities* EHEE = 1,986 1,986
§ Contract liabilities recognised in relation to financial services * HRERRERISEUREM D BERZAY

and investments and other segments were previously treated as

B B AR R B A R SRR K e At 50R
A2 2R EPHIA -

receipts in advance from customers presented under other
payables and accruals.

The amount of revenue for the year that would have AR EERERESI%E]5 185 R B
G BRMRAFEERZ WA ST
BIRRIR B A B RS RS 15558
R 2 7R °

been recognised had the Group applied the accounting
policies in accordance with the requirements of HKAS
18 would be the same as that recognised under HKFRS
15.
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

(a)

Investments in an associate and joint ventures

An associate is an entity in which the Group has a long
term interest of generally not less than 20% of the
equity voting rights and over which it is in a position to
exercise significant influence. Significant influence is the
power to participate in the financial and operating
policy decisions of the investee, but is not control or

joint control over those policies.

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

The Group's investments in joint ventures and an
associate are stated in the consolidated statement of
financial position at the Group’s share of net assets
under the equity method of accounting, less any
impairment losses.

The Group's share of the post-acquisition results and
other comprehensive income of the associate and joint
ventures are included in the consolidated statement of
profit or loss and consolidated other comprehensive
income, respectively. In addition, when there has been
a change recognised directly in the equity of the
associate or joint venture, the Group recognises its
share of any changes, when applicable, in the
consolidated statement of changes in equity. Unrealised
gains and losses resulting from transactions between
the Group and its associate or joint venture are
eliminated to the extent of the Group's investment in
the associate or joint venture, except where unrealised
losses provide evidence of an impairment of the assets
transferred. Goodwill arising from the acquisition of the
associate or joint venture is included as part of the
Group's interests in an associate and a joint venture.
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Notes to the Consolidated Financial Statements

5. SUMMARY OF SIGNIFICANT ACCOUNTING 5.

ArE

POLICIES (continued)

(a)

Investments in an associate and joint ventures
(continued)

If an investment in an associate becomes an investment
in a joint venture or vice versa, the retained interest is
not remeasured. Instead, the investment continues to
be accounted for under the equity method. In all other
cases, upon loss of significant influence over the
associate or joint control over the joint venture, the
Group measures and recognises any retained
investment at its fair value. Any difference between the
carrying amount of the associate or joint venture upon
loss of significant influence or joint control and the fair
value of the retained investment and proceeds from

disposal is recognised in profit or loss.

Business combinations and goodwiill

Business combinations are accounted for using the
acquisition method. The consideration transferred is
measured at the acquisition date fair value which is the
sum of the acquisition date fair values of assets
transferred by the Group, liabilities assumed by the
Group to the former owners of the acquiree and the
equity interests issued by the Group in exchange for
control of the acquiree. For each business combination,
the Group elects whether to measure the non-
controlling interests in the acquiree that are present
ownership interests and entitle their holders to a
proportionate share of net assets in the event of
liquidation at fair value or at the proportionate share of
the acquirees identifiable net assets. All other
components of non- controlling interests are measured
at fair value. Acquisition-related costs are expensed as

incurred.

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

host contracts of the acquiree.

B SR M vt

For the year ended 31 December 2018
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(b)

Business combinations and goodwill (continued)

If the business combination is achieved in stages, the
previously held equity interest is remeasured at its
acquisition date fair value and any resulting gain or loss

is recognised in profit or loss.

Any contingent consideration to be transferred by the
acquirer is recognised at fair value at the acquisition
date. Contingent consideration classified as an asset or
liability is measured at fair value with changes in fair
value recognised in profit or loss. Contingent
consideration that is classified as equity is not
remeasured and subsequent settlement is accounted
for within equity.

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

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

5. SUMMARY OF SIGNIFICANT ACCOUNTING 5.

ArE

POLICIES (continued)

(b)

Business combinations and goodwill (continued)

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

in a subsequent period.

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

Fair value measurement

The Group measures its investment property and
financial assets at fair value through profit or loss at the
end of each reporting period. 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. The fair value
measurement is based on the presumption that the
transaction to sell the asset or transfer the liability takes
place either in the principal market for the asset or
liability, or in the absence of a principal market, in the
most advantageous market for the asset or liability. The
principal or the most advantageous market must be
accessible by the Group. The fair value of an asset or a
liability is measured using the assumptions that market
participants would use when pricing the asset or
liability, assuming that market participants act in their

economic best interest.
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(c)

Fair value measurement (continued)

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

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

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

whole:

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

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

Level 3 —  based on valuation techniques for which

the lowest level input that is significant to
the fair value measurement is
unobservable

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

ArE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(d)

Impairment of non-financial assets

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

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. 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. An impairment loss is charged to the statement
of profit or loss in the period in which it arises.

An assessment is made at the end of each reporting
period as to whether there is an indication that
previously recognised impairment losses may no longer
exist or may have decreased. If such an indication
exists, the recoverable amount is estimated. A
previously recognised impairment loss of an asset other
than goodwill is reversed only if there has been a
change in the estimates used to determine the
recoverable amount of that asset, but not to an amount
higher than the carrying amount that would have been
determined (net of any depreciation/amortisation) had
no impairment loss been recognised for the asset in
prior years. A reversal of such an impairment loss is
credited to the statement of profit or loss in the period

in which it arises.
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(d)
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Notes to the Consolidated Financial Statements

NN R el

For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(e) Related parties
A party is considered to be related to the Group if:

() the party is a person or a close member of that

person'’s family and that person
(i) has control or joint control over the Group;

(i) has significant influence over the Group; or

(i) is a member of the key management
personnel of the Group or of a parent of the
Group;

or

() the party is an entity where any of the following
conditions applies:

(i)  the entity and the Group are members of

the same group;

(i)  one entity is an associate or joint venture of
the other entity (or of a parent, subsidiary or
fellow subsidiary of the other entity);

(iii)  the entity and the Group are joint ventures

of the same third party;
(iv) one entity is a joint venture of a third entity

and the other entity is an associate of the
third entity;
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Notes to the Consolidated Financial Statements

ARE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(e)

Related parties (continued)

(b) the party is an entity where any of the following

conditions applies: (continued)

(v)

(vi)

(vii)

(viii)

the entity is a post-employment benefit plan
for the benefit of employees of either the
Group or an entity related to the Group;

the entity is controlled or jointly controlled
by a person identified in (1);

a person identified in (I)(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

the entity, or any member of a group of
which it is a part, 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.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(f)

Property, plant and equipment and depreciation
Property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses.
The cost of an item of property, plant and equipment
comprises its purchase price and any directly
attributable costs of bringing the asset to its working
condition and location for its intended use.

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

accordingly.

Depreciation is calculated on the straight-line basis to

write off the cost of each item of property, plant and

equipment to its residual value over the following

estimated useful lives:

Furniture, fixtures and 10% to 33 1/3%

office equipment

Over the shorter of the
lease terms and 25%

20% to 25%

Leasehold improvements

Motor vehicles

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

financial year end.
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Notes to the Consolidated Financial Statements

ArE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(f)

Property, plant and equipment and depreciation
(continued)

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

Investment properties

Investment properties are interests in land and
buildings (including the leasehold interest under an
operating lease for a property which would otherwise
meet the definition of an investment property) held to
earn rental income and/or for capital appreciation,
rather than for use in the production or supply of goods
or services or for administrative purposes; or for sale in
the ordinary course of business. Such properties are
measured initially at cost, including transaction costs.
Subsequent to initial recognition, investment properties
are stated at fair value, which reflects market conditions

at the end of the reporting period.

Gains or losses arising from changes in the fair values of
investment properties are included in the statement of
profit or loss in the year in which they arise.

Any gains or losses on the retirement or disposal of an
investment property are recognised in the statement of

profit or loss in the year of the retirement or disposal.
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(h)

Intangible assets (other than goodwiill)

Intangible assets acquired separately are measured on
initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value at
the date of acquisition. The useful lives of intangible
assets are assessed to be either finite or indefinite.
Intangible assets with indefinite useful lives are tested
for impairment annually either individually or at the
cash-generating unit level. Such intangible assets are
not amortised. The useful life of an intangible asset with
an indefinite life is reviewed annually to determine
whether the indefinite life assessment continues to be
supportable. If not, the change in the useful life
assessment from indefinite to finite is accounted for on

a prospective basis.

Vehicle rental business licence and licence plates

Vehicle rental business licence and licence plates are
accounted for as intangible assets with indefinite useful
lives and are not amortised. They are stated at cost less

any impairment losses.

Leases

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

5. SUMMARY OF SIGNIFICANT ACCOUNTING 5.

ArE

POLICIES (continued)

(i)

Leases (continued)
Assets acquired through hire purchase contracts of a
financing nature are accounted for as finance leases,

but are depreciated over their estimated useful lives.

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

the lease terms.

Financial instruments — initial recognition and
subsequent measurement
Policy applicable from 1 January 2018

Financial instruments

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

market place.)
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For the year ended 31 December 2018
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3

SUMMARY OF SIGNIFICANT ACCOUNTING 5.

B ISR M vt

POLICIES (continued)

()

Financial instruments — initial recognition and
subsequent measurement (continued)
Policy applicable from 1 January 2018 (continued)

Financial instruments (continued)

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

ArE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

()

Financial instruments — initial recognition and
subsequent measurement (continued)
Policy applicable from 1 January 2018 (continued)

Financial assets

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

Classification and subsequent measurement of financial
assets (upon application of HKFRS 9 in accordance with
transitions in Note 4(a)(i)).

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

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

flows; and

o the contractual terms give rise on specified dates
to cash flows that are solely payments of principal

and interest on the principal amount outstanding.
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

()

Financial instruments — initial recognition and
subsequent measurement (continued)
Policy applicable from 1 January 2018 (continued)

Financial assets (continued)
Financial assets that meet the following conditions are
subsequently measured at FVTOCI:

o the financial asset is held within a business model
whose objective is achieved by both collecting

contractual cash flows and selling; and

J the contractual terms give rise on specified dates
to cash flows that are solely payments of principal

and interest on the principal amount outstanding.

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

A financial asset is classified as held for trading if:

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

*  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 hedging instrument.
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Notes to the Consolidated Financial Statements

ArE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

()

Financial instruments — initial recognition and
subsequent measurement (continued)
Policy applicable from 1 January 2018 (continued)

Financial assets (continued)

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

Expected credit losses

HKFRS 9 replaces the “incurred loss” model in HKAS
39 with the ECL model. The ECL model requires an
ongoing measurement of credit risk associated with a
financial asset and therefore recognises ECLs earlier
than under the
HKAS 39.

“incurred loss” accounting model in

The Group applies the new ECL model to financial
assets measured at amortised cost (including debt
instrument at fair value through profit or loss, loan
receivables and trade and other receivables and cash

and cash equivalents).

Measurement of ECLs

ECLs are a probability-weighted estimate of credit
losses. Credit losses are measured as the present value
of all expected cash shortfalls (i.e. the difference
between the cash flows due to the Group in accordance
with the contract and the cash flows that the Group
expects to receive).

The maximum period considered when estimating ECLs
is the maximum contractual period over which the

Group is exposed to credit risk.
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

()

Financial instruments — initial recognition and
subsequent measurement (continued)
Policy applicable from 1 January 2018 (continued)

Measurement of ECLs (continued)

In measuring the allowances for ECLs on trade
receivables are based on management’s estimate of
the lifetime ECLs to be incurred, which are estimated
by taking into account the credit losses experience,
ageing of the trade receivables, customers’ settlement
records, customers' financial positions, expected timing
and amount of realisation of outstanding balances, and
ongoing business relationships with customers.
Management also considered forward-looking
information that may impact the customers’ abilities to
repay the outstanding balances in order to estimate the

allowances for ECLs on trade receivables.

ECLs are measured on either of the following bases:

— 12-month ECLs: these are losses that are
expected to result from possible default events

within the 12 months after the reporting date; and

— lifetime ECLs: these are losses that are expected
to result from all possible default events over the
expected lives of the items to which the ECL

model applies.

Loss allowances for trade receivables are always
measured at an amount equal to lifetime ECLs. ECLs on
these financial assets are estimated based on the
Group's historical credit loss experience, adjusted for
factors that are specific to the debtors and an
assessment of both the current and forecast general

economic conditions at the reporting date.
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Notes to the Consolidated Financial Statements

ArE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

()

Financial instruments — initial recognition and
subsequent measurement (continued)
Policy applicable from 1 January 2018 (continued)

Measurement of ECLs (continued)

For all other financial instruments, the Group recognises
a loss allowance equal to 12-month ECLs unless there
has been a significant increase in credit risk of the
financial instrument since initial recognition, in which
case the loss allowance is measured at an amount equal
to lifetime ECLs.

Significant increases in credit risk

In assessing whether the credit risk of a financial asset
has increased significantly since initial recognition, the
Group compares the risk of default occurring on the
financial asset assessed at the end of reporting period
with that assessed at the date of initial recognition. In
making this reassessment, the Group considers both
quantitative and qualitative information that is
reasonable and supportable, including historical
experience and forward-looking information that is

available without undue cost or effort.

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

increased significantly since initial recognition:

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

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

o existing or forecast adverse changes in business,
financial or economic conditions that are
expected to cause a significant decrease in the
debtor’s ability to meet its debt obligations;
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For the year ended 31 December 2018
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3

SUMMARY OF SIGNIFICANT ACCOUNTING 5.

B ISR M vt

POLICIES (continued)

()

Financial instruments — initial recognition and
subsequent measurement (continued)
Policy applicable from 1 January 2018 (continued)

Measurement of ECLs (continued)

Significant increases in credit risk (continued)

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;

J past due information.

Depending on the nature of the financial assets, the
assessment of a significant increase in credit risk is
performed on either an individual basis or a collective
basis. When the assessment is performed on a
collective basis, the financial assets are grouped based
on shared credit risk characteristics, such as past due

status and credit risk ratings.

ECLs are remeasured at each reporting date to reflect
changes in the financial instrument’s credit risk since
initial recognition. Any change in the ECL amount is
recognised as an impairment gain or loss in profit or
loss. The Group recognises an impairment gain or loss
for all financial instruments with a corresponding
adjustment to their carrying amount through a loss
allowance account, except for investments in debt
securities that are measured at FVOCI (recycling), for
which the loss allowance is recognised in other
comprehensive income and accumulated in the fair

value reserve (recycling).
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Notes to the Consolidated Financial Statements

5. SUMMARY OF SIGNIFICANT ACCOUNTING 5.

ArE

POLICIES (continued)

()

Financial instruments — initial recognition and
subsequent measurement (continued)
Policy applicable from 1 January 2018 (continued)

Measurement of ECLs (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 repay, including the
Group, in full (without taking into account any
collaterals held by the Group).

Irrespective of the above, the Group considers that
default has occurred when a financial asset is 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

At the end of each reporting period, the Group
assesses whether a financial asset is credit-impaired. A
financial asset is credit-impaired when one or more
events that have a detrimental impact on the estimated
future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired
includes the following observable events:

— significant financial difficulties of the debtor;

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

— it becoming probable that the debtor will enter
into bankruptcy or other financial reorganisation;

— significant changes in the technological, market,
economic or legal environment that have an
adverse effect on the debtor; and

— the disappearance of an active market for a security
because of financial difficulties of the issuer.
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For the year ended 31 December 2018
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SUMMARY OF SIGNIFICANT ACCOUNTING 5.

B ISR M vt

POLICIES (continued)

()

Financial instruments — initial recognition and
subsequent measurement (continued)
Policy applicable from 1 January 2018 (continued)

Measurement of ECLs (continued)

Write-off policy

The gross carrying amount of a financial asset is written
off (either partially or in full) to the extent that there is
no realistic prospect of recovery. This is generally the
case when the Group determines that the debtor does
not have assets or sources of income that could
generate sufficient cash flows to repay the amounts
subject to the write-off. Subsequent recoveries of an
asset that was previously written off are recognised as a
reversal of impairment in profit or loss in the period in
which the recovery occurs.

Policy applicable prior to 1 January 2018

Financial assets of the Group are classified, at initial
recognition, as loans and receivables and available-for-
sale investments, as appropriate. When financial assets
are recognised initially, they are measured at fair value
plus transaction costs that are attributable to the
acquisition of the financial assets, except in the case of
financial assets recorded at fair value through profit or

loss.

All regular way purchases and sales of financial assets
are recognised on the trade date, that is, the date that
the Group commits to purchase or sell the asset.
Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within
the period generally established by regulation or

convention in the marketplace.
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Notes to the Consolidated Financial Statements

ArE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

()

Financial instruments — initial recognition and
subsequent measurement (continued)
Policy applicable prior to 1 January 2018 (continued)

Subsequent measurement
The subsequent measurement of financial assets
depends on their classification is as follows:

Loans and receivables

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

expenses for receivables.

Available-for-sale financial investments

Available-for-sale financial investments are non-
derivative financial assets in unlisted equity investments.
Equity investments classified as available for sale are
those which are neither classified as held for trading nor

designated as at fair value through profit or loss.
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AT E

For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

3

SUMMARY OF SIGNIFICANT ACCOUNTING 5.

B ISR M vt

POLICIES (continued)

()

Financial instruments — initial recognition and
subsequent measurement (continued)
Policy applicable prior to 1 January 2018 (continued)

Subsequent measurement (continued)

Available-for-sale financial investments (continued)
After initial recognition, available-for-sale financial
investments are subsequently measured at fair value,
with unrealised gains or losses recognised as other
comprehensive income in the available-for-sale
investment revaluation reserve until the investment is
derecognised, at which time the cumulative gain or loss
is recognised in the statement of profit or loss in other
income, or until the investment is determined to be
impaired, when the cumulative gain or loss is
reclassified from the available-for-sale investment
revaluation reserve to the statement of profit or loss in
other gains or losses. Interest and dividends earned
whilst holding the available-for-sale financial
investments are reported as “interest income” and
“dividend income”, respectively and are recognised in
the statement of profit or loss as other income in
accordance with the policies set out for “Revenue

recognition” below.

When the fair value of unlisted equity investments
cannot be reliably measured because (a) the variability
in the range of reasonable fair value estimates is
significant for that investment or (b) the probabilities of
the various estimates within the range cannot be
reasonably assessed and used in estimating fair value,
such investments are stated at cost less any impairment

losses.

The Group evaluates whether the ability and intention
to sell its available-for-sale financial assets in the near
term are still appropriate. When, in rare circumstances,
the Group is unable to trade these financial assets due
to inactive markets, the Group may elect to reclassify
these financial assets if management has the ability and
intention to hold the assets for the foreseeable future

or until maturity.
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Notes to the Consolidated Financial Statements

5. SUMMARY OF SIGNIFICANT ACCOUNTING 5.

ArE

POLICIES (continued)

()

Financial instruments — initial recognition and
subsequent measurement (continued)
Policy applicable prior to 1 January 2018 (continued)

Subsequent measurement (continued)
Available-for-sale financial investments (continued)

For a financial asset reclassified from the available-for-
sale category, the fair value carrying amount at the date
of reclassification becomes its new amortised cost and
any previous gain or loss on that asset that has been
recognised in equity is amortised to profit or loss over
the remaining life of the investment using the effective
interest rate. Any difference between the new
amortised cost and the maturity amount is also
amortised over the remaining life of the asset using the
effective interest rate. If the asset is subsequently
determined to be impaired, then the amount recorded

in equity is reclassified to the statement of profit or loss.

Derecognition of financial assets

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

when:

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

J the Group has transferred its rights to receive
cash flows from the asset or has assumed an
obligation to pay the received cash flows in full
without material delay to a third party under a
“pass-through” arrangement; and either (a) the
Group has transferred substantially all the risks
and rewards of the asset, or (b) the Group has
neither transferred nor retained substantially all
the risks and rewards of the asset, but has

transferred control of the asset.
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(k)

Derecognition of financial assets (continued)

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

Continuing involvement that takes the form of a
guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and
the maximum amount of consideration that the Group

could be required to repay.

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

On derecognition of an investment in a debt instrument
classified as at FVTOCI upon application of HKFRS 9,
the cumulative gain or loss previously accumulated in

the FVTOCI reserve is reclassified to profit or loss.

On derecognition of an investment in equity instrument
which the Group has elected on initial recognition or on
initial application of HKFRS 9 to measure at FVTOCI
upon application of HKFRS 9, the cumulative gain or
loss previously accumulated in the investments
revaluation reserve is not reclassified to profit or loss,
but is transferred to retained profits.
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Notes to the Consolidated Financial Statements

ArE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

()

Financial liabilities

Policy applicable for both periods

Initial recognition and measurement

Financial liabilities are classified, at initial recognition,

as loans and borrowings.

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

attributable transaction costs.

The Group's financial liabilities include trade and other
payables, derivative financial instruments and interest-
bearing bank and other borrowings.

Subsequent measurement
The subsequent measurement of financial liabilities

depends on their classification as follows:

Loans and borrowings

After initial recognition, interest-bearing bank and other
borrowings are subsequently measured at amortised
cost, using the effective interest method unless the
effect of discounting would be immaterial, in which
case they are stated at cost. Gains and losses are
recognised in the statement of profit or loss when the
liabilities are derecognised as well as through the

effective interest rate amortisation process.

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs
that are an integral part of the effective interest rate.
The effective interest rate amortisation is included in

finance costs in the statement of profit or loss.
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

()

Financial liabilities (continued)

Policy applicable for both periods (continued)

Financial guarantee contracts

Under HKAS 39:

Financial guarantee contracts issued by the Group are
those contracts that require a payment to be made to
reimburse the holder for a loss it incurs because the
specified debtor fails to make a payment when due in
accordance with the terms of a debt instrument. A
financial guarantee contract is recognised initially as a
liability at its fair value, adjusted for transaction costs
that are directly attributable to the issuance of the
guarantee. Subsequent to initial recognition, the Group
measures the financial guarantee contract at the higher
of: (i) the amount of the best estimate of the
expenditure required to settle the present obligation at
the end of the reporting period; and (ii) the amount
initially recognised less, when appropriate, cumulative
amortisation.

Under HKFRS 9:

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

receive from the holder, the debtor or any other party.

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

guarantee period.
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Notes to the Consolidated Financial Statements

ArE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

()

Financial liabilities (continued)

Convertible bonds

If the conversion option of convertible bonds exhibits
characteristics of an embedded derivative, it is
separated from its liability component. On initial
recognition, the derivative components of the
convertible bonds are measured at fair value and
presented as part of derivative financial instruments.
Any excess of proceeds over the amount initially
recognised as the derivative components is recognised
as the liability component. Transaction costs are
apportioned between the liability and derivative
components of the convertible bonds based on the
allocation of proceeds to the liability and derivative
components when the instruments are initially
recognised. The portion of the transaction costs relating
to the liability component is recognised initially as part
of the liability. The portion relating to the derivative
components is recognised immediately in the statement

of profit or loss.

Derecognition of financial liabilities
A financial liability is derecognised when the obligation

under the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by
another from the same lender on substantially different
terms, or the terms of an existing liability are
substantially modified, such an exchange or
modification is treated as a derecognition of the
original liability and a recognition of a new liability, and
the difference between the respective carrying amounts

is recognised in the statement of profit or loss.
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(n)

(o)

Offsetting of financial instruments

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

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on the first-in, first-
out basis. Net realisable value is based on estimated
selling prices less any estimated costs to be incurred to

completion and disposal.

Cash and cash equivalents

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

integral part of the Group's cash management.

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

Provisions

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

amount of the obligation.
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Notes to the Consolidated Financial Statements

5. SUMMARY OF SIGNIFICANT ACCOUNTING 5.

ArE

POLICIES (continued)

(a)

Provisions (continued)

When the effect of discounting is material, the amount
recognised for a provision is the present value at the
end of the reporting period of the future expenditures
expected to be required to settle the obligation. The
increase in the discounted present value amount arising
from the passage of time is included in finance costs in

the statement of profit or loss.

Income tax

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

comprehensive income or directly in equity.

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

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

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

o when the deferred tax liability arises from the
initial recognition of an asset or liability in a
transaction that is not a business combination
and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss;

and;
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(r) Income tax (continued)

in respect of taxable temporary differences
associated with investments in subsidiaries, an
associate and a joint venture, when the timing of
the reversal of the temporary differences can be
controlled and it is probable that the temporary
differences will not reverse in the foreseeable

future.

Deferred tax assets are recognised for all deductible

temporary differences, the carryforward of unused tax

credits and unused tax losses. Deferred tax assets are

recognised, to the extent that it is probable that taxable

profit will be available against which the deductible

temporary differences, and the carryforward of unused

tax credits and unused tax losses can be utilised,

except:

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

in respect of deductible temporary differences
associated with investments in subsidiaries, an
associate and a joint venture, deferred tax assets
are only recognised to the extent that it is
probable that the temporary differences will
reverse in the foreseeable future and taxable
profit will be available against which the
temporary differences can be utilised.
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Notes to the Consolidated Financial Statements

ArE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(r)

Income tax (continued)

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

be recovered.

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

Deferred tax assets and deferred tax liabilities are offset
if and only if the Group has a legally enforceable right
to set off current tax assets and current tax liabilities
and the deferred tax assets and deferred tax liabilities
relate to income taxes levied by the same taxation
authority on either the same taxable entity or different
taxable entities which intend either to settle current tax
liabilities and assets on a net basis, or to realise the
assets and settle the liabilities simultaneously, in each
future period in which significant amounts of deferred
tax liabilities or assets are expected to be settled or
recovered.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(s)

Revenue recognition

Revenue from contracts with customers (upon
application of HKFRS 15 in accordance with transitions
in Note 4(b).

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

customer.

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

the same.

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

met:

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

o the Group's performance creates or enhances an
asset that the customer controls as the asset is

created or enhanced; or

J 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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Notes to the Consolidated Financial Statements

ArE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(s)

Revenue recognition (continued)

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

before payment of that consideration is due.

A contract liability represents the Group's obligation to
transfer goods or services to a customer for which the
Group has received consideration (or an amount of

consideration is due) from the customer.

A contract asset and a contract liability relating to a

contract are accounted for a presented on a net basis.

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:

The control of the good or service is passed to
customers when it is delivered to them. Thus, the
Group satisfies a performance obligation and
recognises revenue when the distinct good or service is
delivered to the customers.

The timing of revenue recognition of the performance
obligation is recognised at point in time as they do not
meet any of the three situations identified under HKFRS

15 for revenue recognition over time.
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For the year ended 31 December 2018
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3

SUMMARY OF SIGNIFICANT ACCOUNTING 5.

B ISR M vt

POLICIES (continued)

(s) Revenue recognition (continued)

Further details of the Group’s revenue and other

income recognition policies are as follows:

()

(1)

from the sale of goods, revenue from the sale of
good to the customers is recognised at the point
that the control of the good has passed to the
customers, which is primarily upon the acceptance
of the good by the customers. The customers
have full discretion over the products, and there is
no unfulfilled obligation that could affect the
customers’ acceptance of the products.

In the comparative period, revenue is recognised
when the significant risks and rewards of
ownership have been transferred to the buyer,
provided that the Group maintains neither
managerial involvement to the degree usually
associated with ownership, nor effective control

over the goods sold;

from the rendering of public relation and other
financing services, revenue is recognised when
the services are performed to the satisfaction of
the customers, which is evidenced when the end
products created by these services are delivered
to the satisfaction of the customers. Revenue is
recognised at a point in time.

In the comparative period, revenue is recognised
when the corresponding services are rendered;

rental income, on a time proportion basis over the
lease terms; and

interest income, on an accrual basis using the
effective interest method by applying the rate
that exactly discounts the estimated future cash
receipts over the expected life of the financial
instrument or a shorter period, when appropriate,

to the net carrying amount of the financial asset.
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Notes to the Consolidated Financial Statements

ArE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(t)

Share-based payments

The Company operates a share option scheme for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the
Group's operations. Employees (including directors) of
the Group receive remuneration in the form of share-
based payments, whereby employees render services
as consideration for equity instruments (“equity-settled

transactions”).

The cost of equity-settled transactions with employees
for grants after 7 November 2002 is measured by
reference to the fair value at the date at which they are
granted.

The cost of equity-settled transactions is recognised in
employee benefit expense, together with a
corresponding increase in equity, over the period in
which the performance and/or service conditions are
fulfilled. The cumulative expense recognised for equity-
settled transactions at the end of each reporting period
until the vesting date reflects the extent to which the
vesting period has expired and the Group’s best
estimate of the number of equity instruments that will
ultimately vest. The charge or credit to the statement of
profit or loss for a period represents the movement in
the cumulative expense recognised as at the beginning
and end of that period.
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

3

SUMMARY OF SIGNIFICANT ACCOUNTING 5.

B ISR M vt

POLICIES (continued)

(t)

Share-based payments (continued)

Service and non-market performance conditions are not
taken into account when determining the grant date fair
value of awards, but the likelihood of the conditions
being met is assessed as part of the Group’s best
estimate of the number of equity instruments that will
ultimately vest. Market performance conditions are
reflected within the grant date fair value. Any other
conditions attached to an award, but without an
associated service requirement, are considered to be
non-vesting conditions. Non-vesting conditions are
reflected in the fair value of an award and lead to an
immediate expensing of an award unless there are also

service and/or performance conditions.

For awards that do not ultimately vest because non-
market performance and/or service conditions have not
been met, no expense is recognised. Where awards
include a market or non-vesting condition, the
transactions are treated as vesting irrespective of
whether the market or non-vesting condition is satisfied,
provided that all other performance and/or service

conditions are satisfied.

Where the terms of an equity-settled award are
modified, as a minimum an expense is recognised as if
the terms had not been modified, if the original terms
of the award are met. In addition, an expense is
recognised for any modification that increases the total
fair value of the share-based payments, or is otherwise
beneficial to the employee as measured at the date of

modification.
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Notes to the Consolidated Financial Statements

ArE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(t)

Share-based payments (continued)

Where an equity-settled award is cancelled, it is treated
as if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised
immediately. This includes any award where non-
vesting conditions within the control of either the
Group or the employee are met. However, if a new
award is substituted for the cancelled award, and is
designated as a replacement award on the date that it
is granted, the cancelled and new awards are treated as
if they were a modification of the original award, as

described in the previous paragraph.

The dilutive effect of outstanding options is reflected as
additional share dilution in the computation of earnings
per share.

Other employee benefits

Pension schemes

The Group operates a defined contribution Mandatory
Provident Fund retirement benefit scheme (the “MPF
Scheme”) under the Hong Kong Mandatory Provident
Fund Schemes Ordinance for those employees who are
eligible to participate in the MPF Scheme. Contributions
are made based on a percentage of the employees’
basic salaries and are charged to the statement of profit
or loss as they become payable in accordance with the
rules of the MPF Scheme. The assets of the MPF
Scheme are held separately from those of the Group in
an independently administered fund. The Group’s
employer contributions vest fully with the employees
when contributed into the MPF Scheme.
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

5. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(u)

Other employee benefits (continued)

Pension schemes (continued)

The employees of the Group’s subsidiaries which
operate in the PRC are required to participate in a
central pension scheme operated by the local municipal
government. The subsidiaries are required to contribute
a specific percentage of their payroll costs to the central
pension scheme. The contributions are charged to the
statement of profit or loss as they become payable in
accordance with the rules of the central pension

scheme.

Foreign currencies

These consolidated financial statements are presented
in HK$, which is the Company’s functional currency.
Each entity in the Group determines its own functional
currency and items included in the consolidated
financial statements of each entity are measured using
that functional currency. Foreign currency transactions
recorded by the entities of the Group are initially
recorded using their respective functional currency
rates prevailing at the dates of the transactions.
Monetary assets and liabilities denominated in foreign
currencies are translated at the functional currency rates
of exchange ruling at the end of the reporting period.
Differences arising on settlement or translation of
monetary items are recognised in the statement of
profit or loss.
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Notes to the Consolidated Financial Statements

5. SUMMARY OF SIGNIFICANT ACCOUNTING 5.

ArE

POLICIES (continued)

(v)

Foreign currencies (continued)

Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated using
the exchange rates at the dates of the initial
transactions. Non-monetary items measured at fair
value in a foreign currency are translated using the
exchange rates at the date when the fair value was
measured. The gain or loss arising on translation of a
non-monetary item measured at fair value is treated in
line with the recognition of the gain or loss on change
in fair value of the item (i.e. translation difference on the
item whose fair value gain or loss is recognised in other
comprehensive income or profit or loss is also
recognised in other comprehensive income or profit or

loss, respectively).

The functional currencies of certain overseas
subsidiaries are currencies other than HK$. As at the
end of the reporting period, the assets and liabilities of
these entities are translated into HK$ at the exchange
rates prevailing at the end of the reporting period and
their statements of profit or loss are translated into HK$

at the weighted average exchange rates for the year.

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

recognised in the statement of profit or loss.

Any goodwill arising on the acquisition of a foreign
operation and any fair value adjustments to the carrying
amounts of assets and liabilities arising on acquisition
are treated as assets and liabilities of the foreign

operation and translated at the closing rate.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(v) Foreign currencies (continued)
For the purpose of the consolidated statement of cash
flows, the cash flows of overseas subsidiaries are
translated into HK$ at the exchange rates ruling at the
dates of the cash flows. Frequently recurring cash flows
of overseas subsidiaries which arise throughout the year
are translated into HK$ at the weighted average

exchange rates for the year.

(w) Segment reporting

The Group identifies operating segments and prepares
segment information based on the regular internal
financial information reported to the executive director
of the Company for her decisions about resources
allocation to the Group's business components and for
their review of the performance of those components.
The business components in the internal financial
information reported to the executive directors are
determined following the Group’s major operations.

The measurement policies of the Group use for
reporting segment results under HKFRS 8 “Operating
Segments” are the same as those used in its financial

statements prepared under HKFRSs.

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES

The preparation of the consolidated financial statements
requires the directors of the Company to make judgements,
estimates and assumptions that affect the application of
policies and reported amounts of assets, liabilities, income
and expenses. The estimates and associated assumptions are
based on historical experience and various other factors that
are believed to be reasonable under the circumstances, the
results of which form the basis of making the judgements
about carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ

from these estimates.
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Notes to the Consolidated Financial Statements

ArE

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

The estimates and underlying assumptions are reviewed on
an ongoing 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.

The following items are the key assumptions concerning the
future, and other key sources of estimation uncertainty at the
end of the reporting period, that have a significant risk of
causing a material adjustment to the carrying amounts of

assets and liabilities within the next financial year.

Impairment of non-financial assets (other than
goodwill)

The Group assesses whether there are any indicators of
impairment for all non-financial assets at the end of each
reporting period. Indefinite life intangible assets are tested
for impairment annually and at other times when such
indicator exists. Other non-financial assets are tested for
impairment when there are indicators that the carrying
amounts may not be recoverable. An impairment exists when
the carrying value of an asset or a cash-generating unit
exceeds its recoverable amount, which is the higher of its fair
value less costs to sell and its value in use. The calculation of
the fair value less costs to sell is based on available data from
binding sales transactions in an arm'’s length transaction of
similar assets or observable market prices less incremental
costs for disposing of the asset. When value in use
calculations are undertaken, management must estimate the
expected future cash flows from the asset or cash-generating
unit and choose a suitable discount rate in order to calculate
the present value of those cash flows. Further details are
included in Notes 15 and 18 to the consolidated financial

statements.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

6.

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

Loss allowance for trade receivables

The Group estimates the loss allowances for trade receivables
by assessing the ECLs. This requires the use of estimates and
judgements. ECLs are based on the Group's historical credit
loss experience, adjusted for factors that are specific to the
debtors, and an assessment of both the current and forecast
general economic conditions at the end of reporting period.
Where the estimation is different from the previous estimate,
such difference will affect the carrying amounts of trade
receivables and thus the impairment loss in the period in
which such estimate is changed. The Group keeps assessing
the allowance for ECLs on trade receivables during their
expected lives.

Fair value of financial assets at fair value through
profit or loss

The fair value of financial assets designated as at fair value
through profit or loss that are not traded in an active market
is determined by using various valuation techniques. The
Group uses a variety of methods and makes assumptions that
are mainly based on market conditions existing at each
reporting date. Valuation techniques used include the use or
comparable recent arm’s length transactions, discounted
cash flow analysis and other valuation techniques commonly
used by other market participants. Changes in assumptions
on the valuation techniques could affect the reported fair
values of these financial assets. The financial assets at fair
value through profit or loss have been valued using market
approach. Further details are included in Notes 21 and 44 to
the consolidated financial statements.
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Notes to the Consolidated Financial Statements

ArE

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

Revenue recognition: Determination of principal or
agent consideration

Under HKAS 18, with regards to the Group’'s “
materials”

sales of
operation, the management of the Group
concluded that the Group acts as a principal and hence
recognises revenue on a gross basis as the management of
the Group believes that the Group is exposed to significant
credit risk of customers and inventory risk. Upon application
of HKFRS 15, the management of the Group continues to
believe that the Group acts a principal, the performance
obligation is to provide specified goods (materials) to
customers, taking into consideration indicators such as the
Group is primarily responsible for fulfilling the promise to
provide the materials in specified quality and quantity and
exposed to inventory risk.

Valuation of convertible bonds

As described in Note 30, management of the Group is
required to exercise judgement in selecting an appropriate
valuation technique for financial instruments not quoted in an
active market. Valuation techniques commonly used by
market practitioners are applied. For embedded derivative
components of the convertible bonds, binomial model is
used for valuation of the components which involves several
key assumptions and estimates including share price
volatility, dividend yield and risk-free rate. As at 31 December
2018, the fair value of embedded derivative components of
the convertible bonds is HK$6,620,000 (2017: HK$70,813,000).
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

6.

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

Determination of functional currency

The Group measures foreign currency transactions in the
respective functional currencies of the Company and its
subsidiaries. In determining the functional currency of each
entity of the Group, judgement is required to determine and
consider the currency that mainly influences sales prices of
goods and services and of the country/jurisdiction whose
competitive forces and regulations mainly determines the
sales prices of goods and services; the currency that mainly
influences labour, materials and other costs of providing
goods or services; the currency in which funds from financing
activities are generated; and the currency in which receipts
from operating activities are usually retained. The functional
currency of each entity of the Group is determined based on
management’s assessment of the primary economic
environment in which the entity operates. When the
indicators are mixed and the functional currency is not
obvious, management uses its judgement to determine the
functional currency that most faithfully represents the
economic effects of the underlying transactions, events and

conditions.

Income taxes

The Group has exposure to income taxes in different
jurisdictions. Significant judgement is involved in determining
the provision for income taxes. Determining income tax
provisions involves judgement on the future tax treatment of
certain transactions and interpretation of tax rules/tax laws.
The Group carefully evaluates tax implications of
transactions/arrangements and tax provisions are set up
accordingly. The tax treatment of such transactions/
arrangements is reconsidered periodically to take into
account all changes in tax legislation, interpretations and
practices in respect thereof.
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Notes to the Consolidated Financial Statements

ArE

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

Finance lease arrangements

The Group has entered into certain arrangements (including
sale and leaseback arrangements) with a leasing company to
finance its purchases of certain motor vehicles for its car
rental business. The Group evaluated the terms and
conditions of the arrangements and assessed that the
arrangements transfer substantially all the risks and rewards
incidental to ownership of the motor vehicles to the Group

and so accounts for the arrangements as finance leases.

Impairment of goodwill

The Group determines whether goodwill is impaired at least
on an annual basis. This requires an estimation of the value in
use of the cash-generating units to which the goodwill is
allocated. Estimating the value in use requires the Group to
make an estimate of the expected future cash flows from the
cash-generating units and also to choose a suitable discount
rate in order to calculate the present value of those cash
flows. Further details are included in Note 17 to the

consolidated financial statements.

Net realisable value of inventories

The Group performs regular review of the carrying amounts
of inventories with reference to ageing analyses of the
Group's inventories, projections of expected future saleability
of goods, changes in technological, market, economic and
business conditions and management experience and
judgement. Based on this review, write-down of inventories
will be made when the carrying amounts of inventories
decline below their estimated net realisable value. Due to
changes in technological, market and economic environment
and customers’ preference, actual saleability of goods may
be different from estimation and profit or loss could be
affected by differences in this estimation.
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

6.

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

Useful lives of property, plant and equipment

The cost of property, plant and equipment is depreciated on
a straight-line basis over the estimated economic useful lives
of the property, plant and equipment. Management
estimates the useful lives of the property, plant and
equipment to be two to five years or over the shorter of the
lease terms and four years for leasehold improvements.
Changes in the expected level of usage, technological
developments and/or the period over which future economic
benefits are generated could impact the economic useful
lives of the assets and, therefore, future depreciation charges

could be revised.

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into
business units based on their products and services and has

four reportable operating segments as follows:

(@) Car rental segment — primarily engages in the

provision of car rental services;

(b)  Materials trading segment — primarily engages in the

trading of materials;

(¢ Financing services and investments segment —
primarily engages in money lending business through
the provision of loans and financial investment holding;
and

(d) Others segment — engages in provision of other

services, such as fund administration, public relations

and property investment.
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Notes to the Consolidated Financial Statements

ArE

OPERATING SEGMENT INFORMATION

(continued)

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions about
resources allocation and performance assessment. Segment
performance is evaluated based on reportable segment profit/
(loss), which is a measure of adjusted profit/(loss) before tax. The
adjusted profit/(loss) before tax is measured consistently with
the Group's loss before tax except that unallocated interest
income, unallocated other income and gains, unallocated
depreciation, unallocated finance costs as well as corporate and
other unallocated expenses and share of losses of joint ventures

are excluded from such measurement.

Segment assets exclude certain financial assets at fair value
through profit or loss, tax recoverable, cash and cash
equivalents, restricted cash and other unallocated head office
and corporate assets as these assets are managed on a

group basis, as well as interests in joint ventures.

Segment liabilities exclude interest-bearing other borrowings,
derivative financial instruments, convertible bonds, certain
tax payable, deferred tax liabilities and other unallocated
head office and corporate liabilities as these liabilities are

managed on a group basis.

7.
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For the year ended 31 December 2018
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

7. OPERATING SEGMENT INFORMATION 7. BESTBER @
(continued)
Financing services
Car rental Materials trading and investments Others Total
RERE HHES BERERRE Rt ait
2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
I3-0\E ZTtF ZB-NE ZT-tF IZB-N\F F+tF IZ3-\E —T-tf IB-\f —T-t%
HK$'000  HK$'000  HKS$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HK$'000
&R Th TR T T#T T T T T T
Segment revenue: AERE :
Sales of goods HEER - - 1,064,893 2972351 - = - - 1,064,893 2972351
Car rental income RERERA 24,538 27,353 - = - = - - 24538 27,353
Loan interest income V9N - = - - = 5] = 3 =
Service income REUA - = - = - = 8119 269 8,119 269
Revenue ey 24,538 21353 1,064,893 2972351 - - 8,162 209 1,097,593 2999973
Segment results SRR (1,248) (10375  (104,394) 109,285 69,187 (16923  (24128) (10485  (60,583) 71,502
Reconciliation: ik
Unallocated interestincome  AAERAERA 3,190 1,664
Unallocated other income FAOREMMA R
and gains 90,793 53373
Unallocated depreciation KORHE (3,146) (2,169
Corporate and other CERERRARRZ
unallocated expenses (93,390  (47,914)
Unallocated finance costs KOERERA (153,844) (71832
Share of losses of joint ventures  [E[ER AR ER 4,183 6,165)
Loss before tax KRaIEE (212,797) (1541)
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018
HE-_ZT— \F+-_A=1+—HALFE

OPERATING SEGMENT INFORMATION 7. REFTBER @)
(continued)
Financing services
Car rental Materials trading and investments Others Total
REER HHER HRRHERRR it @it

2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
Z8-0E ST4F IR-0NE S3-HE ZE-NE S5-1F ZE-\§ SIF ZP-NF 54f
HK$'000  HKS000  HK$'000  HK$'000  HK$'000  HKS000  HK$'000  HKS'000  HKS$'000  HK$'000

TR TET  TER T AR TAT TER TEr TR AR

Segment assets AHEE 64,484 70791 786,641 1022283 637,294 318,708 325,283 221516 1,813,702 1,633,298
Reconciliation: HE
Corporate and other LERABADEEE

unallocated assets 225,866 219,247
Total assets BEHE 2,039,568 1,852,545
Segment liabilities AMRR 31268 39,85 - - - 500 88222 131170 119490 171524
Reconciliation: HE:
Corporate and other CEREMARARASRE

unallocated liabilities 1173267 75,550
Total liabiliies BfEEE 1292757 928074

Other segment information: ~ EMAHEE :

Finance costs BENA 2,223 2586 - = - = 3 = 2,256 2586
Depreciation it 5,728 7412 - = - = 75 8 5,803 7620
Impaiment of property, 0% BERRERE

plant and equipment 1,119 312 - = - = - = 1,119 3121
Impaiment of intangible assets &R/ & HfE 924 8973 - = - = - = 924 8973
Capital expenditure* ERFR 8,484 7782 - = - = - 107 8,484 7,889
= Capital expenditure consists of additions to property, plant and * BABY BIERBEYE  BMERDLE -

equipment.
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

7.

OPERATING SEGMENT INFORMATION 7. REFBEH @
(continued)
Geographical information ith & & %
The following tables present derived revenue from external TREVEHEESEHE—FT—\FX
customers for the years ended 31 December 2018 and 2017, —E—+tF+ZA=1+—HILFEXRAE
and certain non-current assets information as at 31 December SNEEEHWZE  UERR-ZE—N\EE
2018 and 2017, by geographical area. —tF+—A=+—HZETIFER
BHEENER
The United States The PRC Hong Kong Others Total
] HE B ifh &t
2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
ZE-\E -31E ZB-\f —ET %5 ZB-\f -“FT %5 ZB-\f -3 +F IZB-\f -FT+F
HK$'000  HK$'000  HKS$'000  HK$'000  HKS$'000 HK$ 000 HK$'000  HKS'000  HK$'000  HKS'000
TR  TEr  TER TEr  TER TR Fién TER Tén  TEn
Revenue from exteral customers RESNFZ SRz - = 27,834 27613 1,069,759 2,972,360 - - 1,097,593 2999973
Non-current assets FnBEE 300017 219512 295875 263877 309611 271482 - 15629 905503 770560
Non-current assets (excluding ~ 3EREIAE
financial instruments) (SRTERN 263218 219572 60,837 60,064 37,748 12694 - - 361,803 406577
The Group's revenue information by geographical areas is AEBZIR S 5 H KB R DIRER

based on the locations where the customers are domiciled/
located or the destination where the goods are delivered.
The Group’s non-current assets information by geographical
areas is based on the locations of the assets.

Information about major customers

Revenues of approximately HK$441.7 million (2017:
HK$1,328.9 million), HK$343.2 million (2017: HK$1,043.7
million) and HK$184.9 million (2017: HK$599.7 million) were
derived from materials trading segment with three (2017:
three) customers, which individually amounted to 10 per cent
or more of the Group's total revenue for the years ended 31
December 2018 and 2017.
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Notes to the Consolidated Financial Statements

ArE

REVENUE, OTHER INCOME AND GAINS, 8.

NET

Revenue represents the net invoiced value of goods sold,
after allowances for returns and trade discounts; the value of
car rental and other services rendered; and loan interest
earned from financing services rendered during the year.

An analysis of revenue, other income and gains, net is as

B SR M vt

For the year ended 31 December 2018
BHE_Z— \F+ZA=1+—HLFE

Was - H AW AR KSR

WHEFANTREEREZFTNENHE
EEMNBERFE: B IEHEHERE
ARG HIUA - KRB RISATREX 2 &
HAB

I35 - E AR RS FEAATMT

follows:

2018 2017
—ZE—)\F —ET—+tF
HK$'000 HK$'000
TFi#E&T FAETT
Revenue ke
Sales of goods recognised RE-—REHERZHETD
at a point in time 1,064,893 2,972,351
Car rental income EEEEWA 24,538 27,353
Loan interest income ERF B HA 43 =
Service income recognised S — A B iR 2R 2 AR TS A
at a point in time 8,119 269
1,097,593 2,999,973
Other income Healg A
Bank interest income RITH BYA 45 60
Other interest income EF 2 A 26,124 1,604
Dividend income from unlisted IE LR A B TSR B A
equity investment 9,708 -
Rental and management fee income HEREEEBRA 553 -
Others Hib 835 244
37,265 1,908
Gains, net &3]
Gain on disposal of items of property, HEYE - BEREEER D
plant and equipment, net gyt 2,109 3,191
Fair value gain on investment property & WEH QA FEUWES 26,330 -
Fair value gain on financial assets at BATEFABRNSRIEE
fair value through profit or loss N EWES 177,571 =
Fair value gain on derivative financial AMEESNITESm T A
instruments in relation to N ER =S
convertible bonds 90,793 53,373
296,803 56,564
334,068 58,472
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

9.

10.

FINANCE COSTS 9. BMEME
An analysis of finance costs is as follows: BMEKRIITAT :
2018 2017
—E—)\F —+tF
HK$'000 HK$'000
THT FAT
Interest on bank and other borrowings TREMERFE 64,285 28,754
Interest on convertible bonds —Iﬁ’ﬁxﬁ%ﬂ =R 91,554 45,524
Bank charges RITFEE 261 140
156,100 74,418
LOSS BEFORE TAX 10. BRBLATEE

The Group's loss before tax is arrived at after charging/

AEEZBHRABEE R (GEA) R

(crediting): T&IE
2018 2017
—E—)\F¥ T—+4F
Note HK$'000 HK$’'000
k23 T#ET FETT
Cost of inventories sold and services &7 S KIZMH RS K 2N
rendered 1,031,644 2,883,059
Depreciation” EA 15 8,949 9,789
Minimum lease payments under REHEBR T2 HKEHE
operating leases” A 25,902 21,612
Auditor’s remuneration % SRED B &
— audit services — ZEPRTS 1,900 2,080
— non-audit services — IEZERTS 200 428
Employee benefit expenses BEBANAXZ (RREES
(including directors’ remuneration): ~ #E) :
Wages, salaries allowances, I& - #Ha 2L B4
bonuses and benefits in kind KEWH =R 47,264 22,904
Pension scheme contributions BRIRETEIHER(ERE
(defined contribution schemes)** HIRETE|) # 6,157 1,314
53,421 24,218
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For the year ended 31 December 2018
BHE_Z— \F+ZA=1+—HLFE

10. BREIBIESIE ()

ArE

10. LOSS BEFORE TAX (continued)

2018 2017
—E-N\F —E—1F
Note HK$'000 HK$'000
HitaE FET T
Foreign exchange differences, net [ 5 =585 5 36 557
Research expenses e 9,486 =
Fair value gain on derivative MR EFNITESRIA
financial instruments in relation NEEYE
to convertible bonds 30 (90,793) (53,373)
Fair value loss on derivative BE W AR AR E SRR
financial instrument in relation TSR T AN EERE*
to an acquired convertible bond* 21 - 1,445
Loss on modification of a AT E SRS R BB
convertible bond 30 5,700 -
Fair value gain on financial assets at & A F{EzT ABZHH LR
fair value through profit or loss BEEN AR 21 (177,571) -
Fair value gain on investment KEWE R THEWE
property (26,330) =
Allowances for ECLs on trade FEW R Rz TR E B IE A
receivables 23 181,396 =
Allowances for ECLs on loan W B 2 B EE EEEE
receivable 24 15,629 -
Allowances for ECLs on other Hitb B R 2 TREEE
receivables E R 25 1,014 -
Impairment of property, plantand ~ #1% « Bz & & @R E
equipmen‘t 15 1,119 3,121
Impairment of intangible assets* B EERE 18 924 8,973
Impairment of amount due froma W —M& & QB FIRRE
joint venture 19 15,003 -
Write-off of inventories* FEME* 16 =
Write-off of property, plant and Y BB N R e *
equipment* 15 500 596
Loss on disposal of subsidiaries* HE B A RESE* 37(c) 1,001 -
Gain on disposal of items of HEWE - BEMKKBEIER
property, plant and equipment, B s R
net (2,109) (3,191)
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

10. LOSS BEFORE TAX (continued)

R The depreciation in respect of certain of the Group’s motor vehicles of
approximately HK$5,623,000 (2017: HK$7,455,000) and the minimum
lease payments under operating leases in respect of certain of the
Group's motor vehicles of approximately HK$10,751,000 (2017:
HK$9,848,000) are included in

consolidated statement of profit or loss.

“Cost of sales” of the face of the

* During the year ended 31 December 2018, impairment of property,
plant and equipment, intangible assets, loss on disposal of subsidiaries
and write-off of inventories (2017: the fair value loss on derivative
financial instrument in relation to an acquired convertible bond,
impairment of property, plant and equipment, intangible assets and an
available-for-sale investment, write-off of property, plant and
equipment) were included in “Other expenses” on the face of the
consolidated statement of profit or loss.

63 As at 31 December 2018 and 2017, the Group had no material forfeited
contributions available to reduce its contributions to its pension

schemes in future years.

10. F?ﬁﬂljﬁﬂﬁ(it

AEEETREZITEL 5,623,000 T (=
T— 4 :7,455000870) hAEBEAEEE
FRBEZES EfIETEE*ﬁfEET?KIEZ’]
10,751,000 7t (= F — 4 : 9,848,000
7)) BAHALR é%ami%zrﬁﬁ%ﬁmmée

* BE_Z-/\Ft_A=1+—BLFE ¥
E I@i%& & B EERERDENE
REBEETERE (T F - BEYE
AR EFEENTESR T ANA TFEE
B 0% BELRERE BYEER—
RAHHERE - MEHYE  BERRE)E
FINGREBRmRTH [ ERx ] —H-

#oORZBE-N\ER_F-EFTZA=1—
B - AREE LI E A SR T AT SRR
R R HRIAG BIEE AHK -

11. DIRECTORS’ AND CHIEF EXECUTIVE M. EEREFEHITEFTMH
OFFICER’'S REMUNERATION
Directors’ and chief executive officer's remuneration for the B R B R EBA R a5 5 383(1)
year, disclosed pursuant to the Listing Rules, section 383(1) @ b - QkOEERAR(FEZEF
(a), (b), (c) and (f) of the Hong Kong Companies Ordinance HER)RUIE 2N EENES L EEH
and Part 2 of the Companies (Disclosure of Information about TEFRNHFBET :
Benefit of Directors) Regulation, is as follows:
2018 2017
—ZE—)\F —E—+4F
HK$'000 HK$'000
FExT FETT
Fees e 6,164 5,860
Other emoluments: E e
Salaries, allowances and benefits in kind %ﬁﬁ RN EYREF 77 360
Pension scheme contributions (defined RIRETEI 3R CERBERGETE)
contribution scheme) 122 9
199 369
6,363 6,229
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For the year ended 31 December 2018
HE-_ZT— \F+-_A=1+—HALFE

11. DIRECTORS’ AND CHIEF EXECUTIVE M. EEREEHTEFH @
OFFICER’'S REMUNERATION (continued)
Independent non-executive directors (@) BIUAFHITES
The fees paid or payable to independent non-executive FABN KN BILIERITEEH
directors during the year were as follows: wEIT
2018 2017
—E-N\EF —E—+tF
HK$'000 HK$000
FHET FHBT

Mr. Fang Jun (retired on 30 May 2018) 7 {£5E4 (R =F—/\F

RAA=+HRE) 50 120
Dr. Guan Huanfei (appointed on BRdEE L (R T N\F
22 June 2018) NAZTZREZRE) 63 -
Mr. Wong Yiu Kit, Ernest ERAE A 120 120
Mr. Zhao Xianming HEA LA 120 120
353 360
There were no other emoluments payable to the FERN - WEEMEMNBIENTE
independent non-executive directors during the year EMEN(—E—+F®m) o

(2017: Nil).
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

11. DIRECTORS’ AND CHIEF EXECUTIVE
OFFICER’'S REMUNERATION (continued)

M. EEREFEHTEFTMN @

(b) Executive directors, non-executive directors and (b) HITES:  FYUTEEREEIHT
the chief executive officer =
Salaries,
allowances
and Pension
benefits scheme Total
Fee inkind contributions remuneration
e 2 B
e REDRERH FHEIfR g ot
HK$'000 HK$'000 HK$'000 HK$'000
TET TET THET THET
2018 ZE-)\F
Executive directors: HTES:
Ms. Tung Shun (appointed on EERt(RZE-N\EF
12 February 2018 and “RTZBEZf:
redesignated from non-executive ERZF—-\FNA+=H
director to executive director HIERNTESRER
on 13 April 2018) HITER) 1,433 22 14 1,469
Ms. Chen Xiaohang* PREEf T 1,850 55 18 1,923
Mr. Gong Qingli BEREE(R_2—tF
(appointed on 19 April 2017 MA+HABERTIER
and resigned on 13 April 2018) - \FMAT=RE{E) 343 - 20 363
Ms. Deng Shufen BRERL(RZ2-N\F
(resigned on 5 February 2018) —BRBREF) 118 - 70 188
3,744 77 122 3,943
Non-executive directors: FHTES
Ms. Tung Shun (appointed on ERLL(M=E-\F
12 February 2018 and “RTZREZE
redesignated from non-executive ~ RR=E—/\EMAT=E
director to executive director on ERTESHER
13 April 2018) YITEF) 160 - - 160
Mr. Li Xiaolu (appointed on FRERE(R_Z-\F
19 April 2018) WA+ REZE) 672 - - 672
Mr. Jiang Tengfei IEREE (RZB—N\F
(resigned on 13 April 2018) MA+=HET) 275 - - 275
Ms. Wang Li Tzt 960 - - 960
5,811 77 122 6,010
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For the year ended 31 December 2018
HE-_ZT— \F+-_A=1+—HALFE

1. EEREFEIHTEFTMN @

AR E

11. DIRECTORS’ AND CHIEF EXECUTIVE
OFFICER’'S REMUNERATION (continued)

(b) Executive directors, non-executive directors and (b) HITES:  FUTEEREEHT
the chief executive officer (continued) B (&)
Salaries,
allowances
and Pension
benefits scheme Total
Fee in kmd contributions  remuneration
= B
e  REW STEIER el et
HK$'000 HK$000 HK$'000 HK$'000
TAT TAT TET AT
2017 —E—+t£
Executive directors: HTES:
Ms. Chen Xiaohang* (appointed on ~ BREMLL* (KT —+F
19 April 2017) MA+HBEZM) 1,059 360 9 1,428
Mr. Gong Qingli (appointed on EERRE (R -T—tF
19 April 2017) MA+HBEZE) 847 - - 847
Ms. Deng Shufen (resigned on RSk (M=Z-—N\&
5 February 2018) —An El%‘%ﬁ) 1,200 = = 1,200
Ms. Liu Jiangyuan (resigned on ATERTANRZE—LF
25 September 2017) ﬂﬂ_+ﬁH%E) 876 2 = 876
Ms. Wu Qiong (resigned on R BAL(RZ2—tF
19 April 2017) A+ A EHE) 363 - - 363
4,345 360 9 4,714
Non-executive directors: FHITES
Ms. Tung Shun (appointed on g FRI(RZT-N\E
12 February 2018) ~At-REZE) = - - -
Mr. Jiang Tengfei (appointed on IEREE(RZB—+F
19 April 2017) WA+ BEZE) 678 S - 678
Ms. Wang Li (appointed on T AT (RZT—+%
25 September 2017) NAZTRBEZE) 259 . - 259
Mr. Ho Kin Cheong, Kelvin (resigned I8 %4 (R —+F
on 19 April 2017) MATAARE) 218 - - 218
5,500 360 9 5,869

Ms. Chen Xiaohang is the Chief Executive Officer of the

Company.

Only includes the remuneration of Ms. Liu Jiangyuan for the

period before her resignation as a director of the Company.

REMZ L RARRERERTE

ERERIELTIREARRESHIHAMZ

i
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

12. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included
two (2017: three) directors, of which two (2017: one) directors
resigned from their positions during the year, details of
whose remuneration are set out in Note 11 above. Details of
the remuneration for the year of the remaining three (2017:
two) highest paid employees who are neither a director nor

the chief executive officer of the Company are as follows:

12. AEBREFNES

TR AERBRFNEREEMEES
—tHF:=ZREF) HPMAE
F( -T2 —tF: —REF)RFAH

£ WENFMFBEN LXHE -
FR-EB=2(ZF—tF - MmB)*F
ARAEFHEFRUTENRSFES
HFB ST -

2018 2017
—E—)\fF —tF
HK$'000 HK$'000
Ti#E&T FETT
Salaries, allowances, bonuses e EAL KEWEF
and benefits in kind 4,617 1,893
Pension scheme contributions BRIREHEER (EEEE RS
(defined contribution scheme) 117 36
4,734 1,929

The number of non-director highest paid employees whose

remuneration fell within the following band is as follows:

HFHN T TN BENIEESRSHES
FIAELAT :

Number of employees

BRAB
2018 2017
—E-N\F —TiF
Below HK$ 1,000,000 K72 1,000,000 7 7T - 2
HK$1,000,001 to HK$1,500,000 1,000,001 7 7L = 1,500,000 % 7T 2 -
HK$1,500,001 to HK$2,000,000 1,500,001 7 7L = 2,000,000 % 7T 1 -
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ArE

INCOME TAX EXPENSE

Hong Kong profits tax has been provided at the rate of
16.5% (2017: 16.5%) on the estimated assessable profits
arising in Hong Kong. Taxes on profits assessable elsewhere
have been calculated at the rates of tax prevailing in the
jurisdictions in which the Group operates.

B SR M vt

For the year ended 31 December 2018
BHE_Z— \F+ZA=1+—HLFE

13. FiEHMAX

BEMNEH IR EBEE Z BT ER
FREAIZ165% (=T —+F : 16.5%)
TERET IR o H fhib = #) FE R TR R T i
NG B A BT IE Y R A R & B B ) R R
STENIE -

2018 2017
—B-N\F —F—tF
HK$'000 HK$'000
FTHET T
Current — Hong Kong BIHR — &/E

Charge for the year REFEXH - 8,849
(Over)/under-provision in prior years BEFERECGRE), /TR (27) 237

Current — Elsewhere BNER — H 3=
Charge for the year REFEEX - 179
Overprovision in prior years BEFEREBE (79) -
Withholding tax T 970 -
Deferred tax (Note 31) SEIER (ffat 31) 26,787 (2,568)
Total tax charge for the year REEIRIER Y B 27,651 6,697

The Group is subject to income tax on an entity basis on
profits arising in or derived from the jurisdictions in which

members of the Group are domiciled and operated.

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

under these jurisdictions during the year (2017: Nil).

Under the Enterprise Income Tax Law of the PRC (the "EIT
Law”) and the Implementation Regulation of the EIT Law, the
subsidiary in the PRC is subject to the tax rate of 25% (2017:

25%) on the estimated assessable profits during the year.

Under the PRC tax law, dividends received by foreign
investors from its investment in foreign-invested enterprises
in respect of its profits earned since 1 January 2008 are
subject to withholding tax at a rate of 10%.

AEEAREREERAEEXKER
FﬁE&?%%FﬁEE/H%EEEEEJZXEE%
Hb [ B AR P AS A ©

*ETF%?%%%&E@%FK%%E’HE@'J&
B
Iu__uféﬁlim?cﬂﬁﬁ?%%ﬂ(_z ti ﬁ)

REFEEEMAEFHEA(NEXZMBR
EDREERBRAERAR - B
JB R BIAGAFE O h S ERBUR AR

25%( —Z—+4F 1 25%) T REGANFLIE o
RIBERBERE  BINEEERTIREZ

SNELER T NF—A— BRI
ZHEER 2 B R B A1 10% 8
-
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

13. INCOME TAX EXPENSE (continued) 13

A reconciliation of the tax credit applicable to loss before tax
at the statutory rate for the jurisdiction in which the Company
and the majority of its subsidiaries are domiciled to the tax
expense at the effective tax rate, and a reconciliation of the
applicable rate (i.e. the statutory tax rate) to the effective

rate, are as follows:

. TSR @

BAREANAR RE RIS H BRI
EREENRERRINEERETED
BRELATE B IEE % IR BRI R 5
B BIERI MR - REARE (B
EMR) BB RAEEREINNT

2018 2017
—E-N\F —E—+F
HK$'000 HK$'000
T#RT FAT
Loss before tax R AT &R (212,797) (1,541)
Hong Kong statutory tax rate BBEEME 16.5% 16.5%
Tax credit at the Hong Kong BEEBEEREFTENTRIEER S
statutory tax rate (35,112) (254)
Effect of difference in tax rate/tax rule I B AR R S B Hh R TS R
for specific jurisdiction or enacted BT TRMF R FHiEE A
by local tax authority E’\J% 4 (2,248) (1,047)
Adjustments in respect of current tax B FE RN AT I B
of prior years (27) 237
Losses attributable to joint ventures SR WNCIVSE NGy g
and an associate 17,120 3,799
Withholding tax T 970 -
Income not subject to tax BERBTBA (32,886) (9,072)
Expenses not deductible for tax AR A 54,038 13,327
Tax losses not recognised RERFIEEE 25,947 =
Others HAfth (151) (293)
Tax charge at the Group's effective BRASENERNETEN
tax rate IE 1 27,651 6,697
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14. LOSS PER SHARE ATTRIBUTABLE TO

ORDINARY EQUITY HOLDERS OF THE
COMPANY

The calculation of the basic loss per share is based on the
loss for the year attributable to ordinary equity holders of the
Company of approximately HK$226,976,000 (2017:
HK$4,445,000) and the weighted average number of ordinary
shares of 6,741,569,796 (2017: 6,615,306,357) in issue during
the year.

During the year, no adjustment had been made to the basic
loss per share amounts presented in respect of a dilution as
the impact of the potential dilutive ordinary shares
outstanding had an anti-dilutive effect on the basic loss per
share amounts presented for the year.

During the year ended 31 December 2017, the calculation of
the diluted loss per share is based on the loss for the year
attributable to ordinary equity holders of the Company,
adjusted to reflect the impact from the interest expense on
the convertible bonds and fair value gain on derivative
component of the convertible bonds, where applicable (see
below). The weighted average number of ordinary shares
used in the calculation is the number of ordinary shares in
issue during the year ended 31 December 2017, as used in
the basic loss per share calculation, and the weighted
average number of ordinary shares assumed to have been
issued at no consideration on the deemed exercise or
conversion of all dilutive potential ordinary shares into
ordinary shares.

14. KRREE

B SR M vt

For the year ended 31 December 2018
BHE_Z— \F+ZA=1+—HLFE

RIS A AEAS
BREE

FREAREBTRE AR 7T @R
BH AT N EE# 226,976,000 %5
TT(ZZF—+%F : 4,445,000 7C) M FRN
BT EmBRMMETFH K
6,741,569,796 x( = T — + F:
6,615,306,357 %) 5+ & -

RAFE  TEBESHIEI 2B
EXABEELARE  RERSEHETES
REEBEERR N EHAFEMSE
Sz SRERERAR REEVE -

RBE-Z—+tF+_A=+—HIEF
B SREFSENBRERAAALBER
BREREABGFEANBETE  CHE
DA B A] #R AR (& 5 2 B B 7 2 DA R AT
RREHITEI DA FEM ST E (1
HA) (RT3 - s EFAR @R
THREAERBE-_T—tF+=A
=S+—BLHFEEHTLTRKREE %
HERARFTEERELREE  MEAEK
MEF R EE BRRIBIER ABITESIE
%ﬁﬁ@&%é%%m%mhﬂﬁ%a
AR M EEEELT -
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

14.

LOSS PER SHARE ATTRIBUTABLE TO 14. AR EERKRERE AERS
ORDINARY EQUITY HOLDERS OF THE BRER@®
COMPANY (continued)
The calculation of basic and diluted loss per share is based BREARMESEEBATE A
on:
2018 2017
—E-N\EF —t
HK$'000 HK$000
FHET THBT
Loss B8
Loss for the year attributable to ordinary 58 &R E A ESERF A A
equity holders of the Company used in N2 AL @BARARAERS B A
the basis loss per share calculation: JE(RFNESHE - (226,976) (4,445)
Add: Interest on convertible bonds o ATEARES TS 91,554 45,524
Less: Fair value gain on derivative B ATHRARESOTE B 5 B
component of the convertible AN EWRE
bonds (90,793) (53,373)
Adjusted loss for the year attributable to RIRERE ABEEA
ordinary equity holders of the Company ,@?% Ei8 (226,215) (12,294)
Number of shares
BRIz #H
2018 2017
—I\E ZE—tF
Shares B3
Weighted average number of ordinary AR EEREREBENEEE
shares in issue during the year used in B BITT AR MNE T HRE
the basic loss per share calculation 6,741,569,796 6,615,306,357
Effect of dilution weighted average TR INET RSN E
number of ordinary shares:
Convertible bonds AIHARRE 25 - 763,992,171
Weighted average number of ordinary R EERESBEENAEE
shares in issue during the year used in E?’*ﬁ AR INFE TR
the diluted loss per share calculation 6,741,569,796 7,379,298,528
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For the year ended 31 December 2018
HE-_ZT— \F+-_A=1+—HALFE

15. PROPERTY, PLANT AND EQUIPMENT 15. Y% - BERZE
Furniture,
fixtures
and office Leasehold Motor
equipment improvements vehicles Total
& KE
RMDERE HEkE RE Lt
HK$'000 HK$'000 HK$'000 HK$'000
FET FEn FEn FTERT
31 December 2018 ~2-)\¥+ZRA=t+-H
At 31 December 2017 R-E—t&+-A=+—H
and 1 January 2018: RZZ-N\¥-H—-H:
Cost XA 3,917 5,523 34,667 44,107
Accumulated depreciation and ZRAERRE
impairment (1,125) (1,306) (17,137) (19,568)
Net carrying amount RS E 2,792 4,217 17,530 24,539
At 1 January 2018, net of R-ZZE-\F-HA—-H"
accumulated depreciation MG 2ERERAE
and impairment 2,792 4,217 17,530 24,539
Additions NE 3,753 - 8,838 12,591
Disposals HE - - (1,245) (1,245)
Write-off iG] - (500) - (500)
Disposal of through disposal of ~ BBHEMBLAIHE
subsidiaries (Note 37(c)) (K153 37(c) (2,582) - - (2,582)
Depreciation provided REEHERE
during the year (1,467) (1,859) (5,623) (8,949)
Impairment during the year REEHE - - (1,119) (1,119)
Exchange realignment B 5 R (35) - (916) (951)

At 31 December 2018, net of N-E—)\E+=-A=+—8"

accumulated depreciation MG 2B ERAE
and impairment 2,461 1,858 17,465 21,784
At 31 December 2018: R-E—N\F+=-A=1+—8:
Cost H#N 4,471 5,523 33,087 43,081
Accumulated depreciation and ZRRMERRE
impairment (2,010) (3,665) (15,622) (21,297)
Net carrying amount IRESE 2,461 1,858 17,465 21,784
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

15. PROPERTY, PLANT AND EQUIPMENT 15. Y% - BERRE®

(continued)

Furniture,
fixtures
and office Leasehold Motor
equipment improvements vehicles Total
?/‘f
& R;uﬂ%ﬁ MEEE B k]
HK$'000 HK$'000 HK$'000 HK$'000
TET TET THT T
31 December 2017 —Z2—t§¥+-A=+—-H
At 1 January 2017: RZE—+t$—-HA—F:
Cost AR 3,416 3,218 38,220 44,854
Accumulated depreciation and ZRAERRE
impairment (1,795) (2,836) (16,356) (20,987)
Net carrying amount REFE 1,621 382 21,864 23,867
At 1 January 2017, net of R-ZZ—+F-H-H"
accumulated depreciation Nk 2EFTE KA E
and impairment 1,621 382 21,864 23,867
Additions NE 1,610 5523 7,782 14,915
Disposals e = = (3,194) (3,194)
Write-off s (592) ) = (596)
Acquisition of assets (Note 37(b) ~ WEBEE (17 37(b) 753 - = 753
Depreciation provided REEHERE
during the year (650) (1,684) (7,455) (9,789)
Impairment during the year KEEHRE = = (3,121) (3,121)
Exchange realignment b o AR 50 = 1,654 1,704
At 31 December 2017, net of N-E—+F+=-A=+—8"
accumulated depreciation Nk 2EHERAE
and impairment 2,792 4,217 17,530 24,539
At 31 December 2017: R-B—+&F+-A=1+—1:
Cost XA 3,917 5,523 34,667 44,107
Accumulated depreciation and ZRMERAE
impairment (1,125) (1,3006) (17,137 (19,568)
Net carrying amount REFE 2,792 4,217 17,530 24,539
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For the year ended 31 December 2018
BHE_Z— \F+ZA=1+—HLFE

15. PROPERTY, PLANT AND EQUIPMENT 15. Y% - BERZE @)
(continued)
As at 31 December 2018, none of the Group’s other R_E-N\F+A=+—0 &x&HE
borrowings were secured by the pledge of the Group’s motor HiEEYEARNEE 2 RE 2 W E
vehicles (2017: HK$2,383,000). TR (ZZF—+F : 2,383,000/87L) °
The Group's motor vehicles are identified to be part of the AEBZRBEN#HANAAEHERCE
car-rental cash-generating unit. During the year, impairment Eﬂ{jzﬁw\ RAFE - ARREMR
of approximately HK$1,119,000 (2017: HK$3,121,000) were ERSEABMNMITRESEERNERE
made on the property, plant and equipment since the ﬁﬁ ¥ BB RREEIELRE
recoverable amount of the car rental cash-generating unit is 491,119,000 T( = & — £ F:
lower than its carrying amount. Details of the impairment 3,121,000/ 7T) - B BAREBIFA B F15
testing are included in Note 18 to the consolidated financial BN ERA SRR EE18 ©
statements.
16. INVESTMENT PROPERTY 16. REYE
2018 2017
-\ —T—LF
HK$'000 HK$'000
TFEx T
Carrying amount at 1 January R—A—RBZREE 218,818 -
Addition from acquisition (Note 37(b)) BUWERE (KZ37(0b)) - 218,452
Addition for the year KEERNE 4,997 =
Fair value adjustment NFEFE 26,330 -
Exchange realignment bE 5, 8 B 404 366
Carrying amount at 31 December R+—R=+—RAZKHE 250,549 218,818
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

16.

INVESTMENT PROPERTY (continued)

The Group's investment property consists of land plots with a
vacant school campus in New York, the United States. The
directors of the Company have determined that the
investment property is a commercial property based on the
nature, characteristics of the property. The Group’s
investment property was revalued with the measurement
date on 31 December 2018 which was made reference to
valuation performed by APAC Appraisal and Consulting
Limited, independent professionally qualified valuer. For the
purpose of the valuation, management of the Group worked
closely with the qualified external valuer to establish and
determine the appropriate valuation techniques and inputs
for Level 3 fair value measurements. Where there is a material
change in the fair value of the assets, the causes of the
fluctuations will be reported to the board of directors of the

Company.

The investment property is held for leasing to third parties
under operating leases and it remained vacant as at 31
December 2018 and 2017.

As at 31 December 2018, the Group's investment property of

approximately HK$250,549,000 (2017: HK$218,818,000) was
pledged for a loan note facility (Note 29).

Particulars of the Group's investment property are as follows:

16. REWH (=)

AEBZREMEBRREBAL 210
REZERSE - ARRESREZDE
ZHE - FH BEXVMERBERY
X AGEREMER_T-N\F+=
A=t Bt ERHNEFRHENZR
BUABBRMEEMEAFEERNERA
RETZHE - REEMS  AREE
BEEESERIIBEEMEZAERTL
MEEEEEE =M AV EFENGES
ERBARE - BEERATFELREKR
""""" HE)  BRAARRESSERNIHFR
. °

BREYEDREEAKETHERETS
=F R EBE-—N\FRZE—tF+=
B=+—HMNHAZE -

RZZE-—N\EFE+ZA=+—8 ' &&E
& Y4 250,549,000 T (ZF—+
% : 218,818,000/ L) EfE BIEERE
BLE R 2 A (BF5E29) -

REBIREMENFBOT -

Attributable

interest of the

Location Use Tenure Group

%M

Hn Ry A& E 2 EisE S

150 Idle Hour Boulevard In the Hamlet of Oakdale School campus  Freehold 51%
Town of Islip Suffolk County of Long Island W& KA ZEHE

New York 11769 United States
EEAAL 11769 KEFHE %

P HT I SR B e AR R AT A

Idle Hour Boulevard 15035
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For the year ended 31 December 2018
HE—FT—\F+-A=+—BLLFE

16. INVESTMENT PROPERTY (continued)

Fair value hierarchy

o A

NN

16. REWZE (@)

The following table illustrates the fair value measurement

hierarchy of the Group’s investment property:

DNFEER

TRAEPAEEREVEZ A FEER

Fair value measurement

AT

Quoted Significant Significant
prices in observable unobservable
active market inputs inputs
(Level 1) (Level 2) (Level 3) Total
RERTS EXTHRR EXTUHE
HERE WA B WA B
(E—E#R) (EZER) (B=E#R) ot
HK$'000 HK$'000 HK$'000 HK$'000
THT THT THT THT
At 31 December 2018 RZB-N\F+ZRA=+-H
Recurring fair value measure for:  EHEAF(EE ¢
Commercial property R - - 250,549 250,549
At 31 December 2017 A_2—tE+ZA=+—H
Recurring fair value measure for:  &EHHATEFTE
Commercial property mAE = = 218,818 218,818
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

16. INVESTMENT PROPERTY (continued) 16

Below is a summary of the valuation techniques used and the
key inputs to the valuation of the investment property.

Valuation Significant
techniques unobservable inputs
SERE EXFERGARE

. REYE @)

REMEGEMERBFT DEREIES
NSRS

Range or weighted average

i EYEEE
2018 2017
—2-N\¥ —FtF

Commercial property  Depreciated replacement  Estimated market price
cost approach of the land per acre

[k ES TESERANE BRELT MG THE

Estimated depreciated
replacement cost

fEEH T EEERA

Under the depreciated replacement cost approach, fair value
is estimated using a valuation of the market value of the land
in its existing use and an estimate of the replacement cost of
the buildings and structures, from which deductions are
made to allow for the age, condition and functional
obsolescence. A significant increase or decrease in the
estimated replacement cost would result in a significant

increase or decrease in the fair value of the investment
property.
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US$396,451to  US$388,580 to
US$833,333 US$783,582
396,451%XTTE  383580%LE
833,333 % 7T 783,582 37T

US$15,717,913  US$16,006,294

15,717,913%T 16,006,294 % 7T

RIENEEEXANL A FEDFERL
WHERERAETHMEMSE WEEF
REBEDNEAMEERD - WREE
e~ IR R T RE 1B By MY B IR ETT
e At EERARBEENIRDEE
BEIREME RN TFEAE LT -
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For the year ended 31 December 2018
HE-T - N\GE+_A=1+—HBLEE

17. GOODWILL 17. B2
HK$'000
FET
Cost at 1 January 2017 and 31 December RZZE—tHF—-—HA-BAR=ZZT—LF
2017, 1 January 2018 and 31 December +=—A=+—8" —J\E—ﬂ —H
2018, net of accumulated impairment and net E—T—NF+= )EJ +—8
carrying amount at 1 January 2017 and ?Dﬁ??ﬁaﬂﬁ@&ﬁé\_if’tifﬂ ==
31 December 2017, 1 January 2018 and K—FB—+F+=-A=+—H"
31 December 2018 —E-N\F-A—BERZE-NF
T A=T—HRZERmEFE -
At 31 December 2017 and 2018 R _E—LEFER_E—I\F
+=-B=+—H
Cost BN 24,939
Accumulated impairment ZFHRE (24,939)
Net carrying amount IRE$E -
Impairment testing of goodwill AR
Goodwill acquired through a business combination was BRERASHMENTEEL O EN
allocated to the car rental cash-generating unit. BERERSELEEM o
The goodwill was fully impaired in the prior year and HENSAFEERERE RitAEE—
accordingly no further impairment assessment was performed T NER—E—+F+—-A=+—H
for the years ended 31 December 2018 and 2017. \FEE IS — TR E T o
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

18. INTANGIBLE ASSETS
31 December 2018

18. BILEE

—EZ-N\F+=ZA=+—H

Vehicle
rental
License business
plates license Total
REHEHE
Hh§ EBER H“E
HK$'000 HK$'000 HK$'000
THET THET THET
Cost at 1 January 2018, net of RZZ-N\F—-HA—H
accumulated impairment RN % 2ERE 10,011 31,957 41,968
Impairment during the year REEZRE (220) (704) (924)
Exchange realignment P& i TR (495) (1,579) (2,074)
At 31 December 2018 A _E—-N\FE+=-A=+—H 9,296 29,674 38,970
At 31 December 2018: R-ZE—NE+-A=1+—8:
Cost (BN 14,802 47,251 62,053
Accumulated impairment 2:HRE (5,506) (17,577) (23,083)
Net carrying amount RE$E 9,296 29,674 38,970
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INTANGIBLE ASSETS (continued)
31 December 2017

18.

B SR M vt

For the year ended 31 December 2018
HE-_ZT— \F+-_A=1+—HALFE

BEEE W)
—E-tH&+=A=1+-—H

Vehicle
rental
License business
plates license Total
B
=1 E 4 k)
HK$'000 HK$'000 HK$'000
??\)ﬁfﬁ {/L/ ﬂ/‘}\jéﬁ
Cost at 1 January 2017, net of RZZ—+F—-HA—H
accumulated impairment 2R - % 25HEE 11,286 36,029 47,315
Impairment during the year KEERE (2,140) (6,833) (8,973)
Exchange realignment [E & % 865 2,761 3,626
At 31 December 2017 R-ZZE—+FE+-A=+—H 10,011 31,957 41,968
At 31 December 2017: R-E—+HE+=-A=1+—8:
Cost (BN 15,586 49,754 65,340
Accumulated impairment 2:HRE (5,575) (17,797) (23,372)
Net carrying amount R E 10,011 31,957 41,968

Impairment of intangible assets

The license plates and vehicle rental business license with
indefinite useful lives acquired through a business
combination were allocated to the car rental cash-generating
unit for impairment testing. The license plates have no expiry
dates and the vehicle rental business license is valid from 10
April 2017 to 9 April 2020. In the opinion of the directors of
the Company, the Group will be able to continuously renew
the vehicle rental business license at minimal charges.

EREERE
FBREBEIWE 2 B ER RS
ZEBRRAERREKERNDAOEES
BHREReEEEMIERER - BiE
WEERBE BAREHAXBKERE
BHE—_E—tFONA+HE-_ZE_F
FMANE - ARREZRE ' A5H
BREARKEEREESEAEHRED
AR o
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

18.

INTANGIBLE ASSETS (continued)

Impairment of intangible assets (continued)

The recoverable amount of the car rental cash-generating
unit has been determined based on a value in use calculation
using cash flow projections based on financial budgets
covering a five-year period approved by management. The
growth rate used to extrapolate the cash flows of the car
rental cash-generating unit beyond the five-year period is
3.0% (2017: 3.0%) and the discount rate applied to the cash
flow projections is 12.0% (2017: 15.0%).

Key assumptions were used in the value in use calculation of the
above cash-generating unit for the years ended 31 December
2018 and 2017. The following describes each key assumption
on which management has based its cash flow projections to
undertake impairment testing of intangible assets:

Budgeted The basis used to determine the value
revenue: assigned to the revenue is the average
revenue achieved in the year immediately
before the budget year, increased for
expected efficiency improvements and
expected business and market developments.
Discount rate: The discount rate used is before tax and reflects

specific risks relating to the relevant unit.

For the year ended 31 December 2018, the recoverable amount
of the car rental cash-generating unit determined using the above
basis is lower than its carrying value. Further impairment losses of
approximately HK$924,000 (2017: HK$8,973,000) and
HK$1,119,000 (2017: HK$3,121,000) on intangible assets and
property, plant and equipment, were recognised in the

consolidated statement of profit or loss for the year, respectively.

HongDa Financial Holding Limited 5.3 @ @A AR A A

18.

BILEE®

BREEREE)

MBEHERSESXSEMMNA WS ETY
REFREBEFEFEARSRETEA (B
EREHAENTFRUBEE RERE
IEtE)MEE - ANAKE TEHER S
EXBEMNAFHBENENE SRS/
RER/30%(ZZF—LF - 3.0%) ' M
enEHARANMRELS12.0%(ZF
—+t4F 1 15.0%) °

BE_T-N\Erk-_F—tF+=A
:+—E¢¢fmiLﬁiF$$ﬁ@
REENFTETFEERABERKRE -
QLﬁﬂﬁﬁﬁﬁﬁiﬁﬁWWﬁﬁﬁ
MRS REFRRERIBENSEEIERER ¢
BERA — BERADRERERA
MEESNEERREFE
Al 4F JE P 2 B0H0 19 1R
A Ut AR R T I
B EHETISERME
= o

BRI = P H9REIR R SRR T AT RG
B -YERREERS
EABMNSERR

BHE-_ZT-N\F+ZA=+—HLHF
B HALMEEEE 2 AEHERS
EABMRAKRE S %ﬁﬁﬁ/\\,\ﬁﬁﬁfﬁ
EREERYE  BERZEOE—
WEBED J\Uz\%924ooo,%7a(_
—+4 : 8,973,000/87T) & 1,119,000
TT(ZZE—+t%F : 3,121,000 7T) ' ER
REEHREBERPER -



19.

Notes to the Consolidated Financial Statements

NN P e el

For the year ended 31 December 2018

BE-T\F+-A=+—AILFE

INTERESTS IN JOINT VENTURES 19. REEQATWER
2018 2017
—E—N\F —E—+F
HK$'000 HK$'000
TF#x FH&TT
Share of net assets/(liabilities) ELEE/(AfE)FE 1,642 (2,297)
Amount due from a joint venture (Note (a) U —RE &R FIFIE (5 (a) 15,003 17,713
Less: Provision for impairment B ORE R (15,003) =
1,642 8,416
Provision for obligation on a joint RIERB B EHHER
venture recognised in non-current BERNAINEEEE
liabilities (Note (b)) (PI5E (b)) (3,087) =
Amounts due to joint ventures recognised 7t E) & &+ EE?PJ\Z
in current liabilities (Note (a)) FERT A & R R (K13 () (2,462) -
Notes: Bt st
(a) The amounts due from/to joint ventures included in the Group's non- (a) AAREEERDEERTDABZE
current assets and current liabilities are unsecured, interest-free and are W FERA S ATFIEAEER AR
not expected to be repayable within twelve months from the end of the Tﬁﬁﬂﬂ#’ﬁﬁ’\#ﬁiﬁﬁﬂitﬁ‘f'_ EAANEE -
reporting period and form part of the net investment in the joint HEBERREERAZFREZ —HH -
venture.
(b)  The directors of the Company are of the opinion that the Group has (b) ARBEER ﬁvﬂ»‘%@iﬁ?%é%&jﬂﬁ
constructive obligation for these joint ventures. Accordingly, the Group HEEME - Bt AEBOGHBEFEE
shared its net liabilities and reflected these as provision for obligation. W R RE ERE -
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T e MR R M E
g& N /N HBU qi ) ﬂjz
For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

19. INTERESTS IN JOINT VENTURES (continued) 19. REERARINER (2)

Particulars of the Group's joint ventures as at 31 December RZE—N\EFE+-_A=1+—H ~"&EH
2018 are as follows: ZEERAZERINT
Place of Percentage of
Particulars registration ERLA
of issued and Ownership Voting Profit
Name shares held business interest power sharing  Principal activity
2T iR
&l BRTROEE  BXRUE REENR HRE BERH TERE
(%) (%) (%)
Zither Clubhouse Limited ~ Ordinary shares Hong Kong 50 50 50  Operation of a clubhouse
(2017: 50) (2017: 50) (2017: 50)
EEEMARAR LER &R (ZF—tF: (C2t%: (ZF-tF: eHeE
50) 50) 50)

Hong Kong Artificial Ordinary shares Hong Kong 50 50 50  Tailoring artificial intelligence
Intelligence Laboratory (2017: Nil) (2017: Nil) (2017: Nil) robotics solution for the
Company Limited restaurant, finance, hospitality,

medical and education
industry

EEAIRRERERE LAR BB (ZB2—+F: (ZB—tE: (ZE-tF: A2 o8 BE BE
BRAR E) &) E) REBETEEHAIBREE

FABRTR
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INTERESTS IN JOINT VENTURES (continued)

=l AN =
N

B 15 = M 5t

For the year ended 31 December 2018
HE-_ZT— \F+-_A=1+—HALFE

19. REEQATINER (®)

The following table illustrates the summarised financial TRETIHEESMER AT ZHBER
information in respect of Zither Clubhouse Limited: BE
2018 2017
—E—)\F —E—+tF
HK$'000 HK$'000
F#E&RT TATT
Cash and cash equivalents HekIREEEY 196 5,006
Other current assets HEMREEE 2,045 6,395
Current assets MENEE 2,241 11,401
Non-current assets EMBEE 3,855 8,310
Current liabilities Atk (12,270) (37,501)
Non-current liabilities EREBEE - (804)
Net liabilities BEFE (6,174) (18,594)
Reconciliation to the Group's interest EAEERESZERAH
in the joint venture: AR -
Proportion of the Group's ownership AREBATIEEZENA DL 50% 50%
Carrying amount of the investment & ZREE (3,087) (9,297)
Revenue Weas 13,591 22,983
Depreciation e 3,500 4,388
Profit/(loss) and total comprehensive FRa (BR) REm|
income/(loss) for the year WA (E518) Bt 12,421 (12,329)
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

19. INTERESTS IN JOINT VENTURES (continued) 19. REEQTMNER @)

The following table illustrates the summarised financial TRETEBALEERERAERERR
information in respect of Hong Kong Artificial Intelligence NAIZHEERBE :
Laboratory Company Limited:

2018 2017

—E—N\E T ifF

HK$'000 HK$'000

FET TET

Current assets MENEE 3,420 N/A i

Current liabilities NN (136) N/ATEM

Net assets BEFE 3,284 N/A i
Reconciliation to the Group's interest in ~ EAKEREASZ R FH

the joint venture: Z iR

Proportion of the Group's ownership AEEMEEZNE D 50%  N/ATiEA

Carrying amount of the investment REZREE 1,642 N/A i A
Loss and total comprehensive loss FAEBREEEEEERA

for the year (4,056)  N/ATER
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20. INTERESTS IN AN ASSOCIATE

For the year ended 31 December 2018
HE-_ZT— \F+-_A=1+—HALFE

20. REE N Tz s

2018 2017

—E—)\fF —EF—tF

HK$'000 HK$'000

FET T

Share of net liabilities EiEaEFE (125,255) (15,503)
Loans to an associate M—REE QAR ER 128,240 128,240
2,985 112,737

The loans to an associate are unsecured, interest-free and
have no fixed terms of repayment. In the opinion of the
directors of the Company, these loans are considered as part
of the Group's net investment in the associate.

The amount due from an associate included in the Group's
current assets of approximately HK$8,783,000 (2017:
HK$581,000) is unsecured, interest-free and repayable on
demand.

Particulars of the associate as at 31 December 2018 and 2017

are as follows:

Place of
Particulars of incorporation/

issued shares registration

Name held and business
FRISER{TR SMEIHE
=iE 15 R EHE

A—RBERARERSEER 28R
ERERRAEERZHERARIFRE
B —&R1D ©

HIAREBREEENER —REEEQ
AFIE47/58,783,00/8 T (—Z T —+4F :
581,0087T) AEKIF - £ 8 RAREK

&g -

EHEAAR =T \FR-F—£F
A= t—BZEENT

Percentage of

ownership interest

attributable to the Principal
Group (%) activity
FEREE
FAEEES (%) FEEH

King Focus International Ordinary shares
Limited ik
SEBEEREERAF

The Group's shareholding in the associate comprises equity
shares held through a wholly-owned subsidiary of the
Company.

* In the opinion of the directors of the Company, the Group is able to
exercise significant influence over the significant financial and operation
decisions over the entity.

The BVI/Hong Kong
RBRUES /B

14*  Investment holding

RERE

AEBERZBMER I ERERTEB
ARE BB AR A SR

& ARREERR AEEAENHZERED
BEAMBREERRITREATE -

Annual Report 2018 —Z— \FER

183



184

Notes to the Consolidated Financial Statements

NN R el

For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

21. FINANCIAL ASSETS AT FAIR VALUE 2. MAFEFAEZHNE®ME
THROUGH PROFIT OR LOSS/AVAILABLE- E/MEHHESREE BW
FOR-SALE FINANCIAL ASSETS/ACQUIRED BUBRES TTEERMIA

CONVERTIBLE BOND/DERIVATIVE
FINANCIAL INSTRUMENT

2018 2017
—ZE—)\F —ET—tF
HK$'000 HK$'000
Ti#E&T FETT
Non-current financial assets BAFEHARSHERD
at fair value through profit or loss EMEE
An acquired convertible bond (Note (i) ~ —BEWIE AR EZ (FHEE() 39,659 -
An unlisted fund investment (Note (ii) —IE3E EMESIEE (FIEE i) 20,569 =
Unlisted equity investments (Note (iii)) JE ETREREEE (MIFE (i) 483,472 =
543,700 -
Available-for-sale investments AHHERSE
Unlisted equity investments, BAFEARNIELETERKE
at fair value (Note (iv)) (FREE Giv) - 203,813
Notes: fI5E -
(i) An acquired convertible bond (i) —HEWRERERS

On 13 April 2017, the Company subscribed for a convertible bond
("Acquired Convertible Bond”) with a principal amount of
HK$40,000,000 which was issued by Bartha International Limited (the
“Bond Issuer”), an independent third party incorporated in Hong Kong.
The maturity date of the Acquired Convertible Bond is 6 April 2020.

The Acquired Convertible Bond is convertible into shares of the Bond
Issuer at the option of the Company at any time commencing from the
date of issue and up to and including the 10th day prior to the date of
maturity. Exact number of shares to be issued upon conversion will
depend on the total number of shares of the Bond Issuer at the time of
conversion and the amount of the Acquired Convertible Bond to be
converted into shares. The Acquired Convertible Bond carries interest

at a rate of 2.0% per annum, which is payable annually.

HongDa Financial Holding Limited sAZE®@ZER AR A

R=ZZF—+tFMNA+=0  A2aRBEHR
BB MK LA B L E = AHBartha
International Limited ([ &% 81T A ) #1774
% %8 440,000,000 7% 7T &) A X E % ([ B Uk
BRIRARE S |) - BB AT AR & 5 1) 5 5
AR=ZT=FFPANRAE -

ARRARETHHEETHAFE10H (2
EzH )R ERERE B RRRESR
BEHFBETANRD - BREGETHORER
DB SR T ESFETAREREORNE
BT 5 98 4R 7 B 00 B B B T R £ 5 B
o DR AT EFIRFE N K 2.0%A1 8
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21. FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS/AVAILABLE-
FOR-SALE FINANCIAL ASSETS/ACQUIRED
CONVERTIBLE BOND/DERIVATIVE
FINANCIAL INSTRUMENT (continued)

Notes: (continued)

(0]

An acquired convertible bond (continued)

As at 31 December 2017, the Acquired Convertible Bond contains a
debt component which was recognised as loans and receivables and
was measured at fair value on initial recognition and subsequently
measured at amortised cost. The conversion option embedded in the
Acquired Convertible Bond was recognised as derivative financial
instrument and was measured at fair value on initial recognition and
remeasured at each subsequent reporting date. On the date of
subscription, the fair values of the debt component and the derivative
financial instrument were approximately HK$38,487,000 and
HK$1,513,000, respectively. As at 1 January 2018, the Acquired
Convertible Bond as a whole is treated as financial assets at fair value
through profit and loss. The effective interest rate of the debt
component of the Acquired Convertible Bond is 3.3% per annum.

The movement of the debt derivative component of the Acquired

Convertible Bond for the year is set out below:

For the year ended 31 December 2018
BHE_Z— \F+ZA=1+—HLFE

21 BRAFEFABENEHE

E/AEHESRMEE BW
BURRES fTEERMIA

(%)

Bt - ()
(i) —REKEATRERES (F)

R-ZE—+t&+-_A=+—0 BEKETH
& 5 55 8 G FEoR 5 B K Tk LS R o ) 1R 755 2P
7 YRS HRBRAFEFEREER
BHERAE - RAC KRBT BRRESHR
RIEERATESH TAERRISERER
AFEFERNEREREBHENAE -
RREAH  EBHORITESBHTAEAT
&5 Bl # /38,487,000 7T & 1,513,000%8
T R=ZT—N\F—FA—H  BEREHEA
BREFWE BIEAFEF AR - O UWE
AR ESRER D BRFIEATF3.3% -

B T RS2 B ROTEH S 2
SHRFIWT :

Financial assets

at fair value

Debt Derivative through profit
component component or loss Total
BATFEA
BB TRy BREeMmEE #Et
HK$'000 HK$'000 HK$'000 HK$'000
T4 T FAT FAT
At 1 January 2017 RZE—+F—H—H - - - -
Subscription of Acquired RBEWE AR ES
Convertible Bond 38,487 1,513 - 40,000
Interest income F B U A 948 - - 948
Interest received BYA S (589) - - (589)
Fair value loss on derivative BB AR E S 0T 4
component of Acquired WAz A FERBE
Convertible Bond - (1,445) = (1,445)
At 31 December 2017 R-ZT—+F
TF=H=r—8 38,846 68 - 38,914
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

21. FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS/AVAILABLE-
FOR-SALE FINANCIAL ASSETS/ACQUIRED

21. BAFEIFABENEHE
E/AHEHESRMEE BK
BURRES fTEEMITA

CONVERTIBLE BOND/DERIVATIVE (&)
FINANCIAL INSTRUMENT (continued)
Notes: (continued) Mzt : (8)
(i) An acquired convertible bond (continued) o) — BRI TR ES ()
Financial assets
at fair value
Debt Derivative through profit
component component or loss Total
BAFERA
BEHHS TRy BREemEE et
HK$'000 HK$'000 HK$'000 HK$’'000
FAER FAT FET
Initial application of HKFRS 9 BREREBMBREZER
(Note 4(a)) %9 5% (fiF 3 4(a))
Transfer from Acquired 75 B S PR AR (E 5 i
Convertible Bond to financial RRATHEF ABED
assets at fair value through EREE
profit or loss (38,846) (68) 38,914 -
Impact of adopting HKFRS 9 RNBEBM R E LR
FomewE = = 393 393
At 1 January 2018 Rn=ZE—N\&E—H—H = - 39,307 39,307
Fair value gain on financial A EFABREO SR
assets at fair value through BEZAFEKTZE
profit or loss - - 352 352
At 31 December 2018 R _Z—)\F
=== - - 39,659 39,659
(ii) An unlisted fund investment (i) —FEIHELRE

On 26 May 2018, the Group subscribed for an unlisted fund investment
at a cost of HK$100,000,000, representing 100,000 fund units of the
total 300,000 fund units.

For investment inside the unlisted fund, in the absence of quoted
market prices in active markets, the fair value of this investment under
Level 2 is estimated by making reference to quoted prices from pricing

services based on the net asset value of the unlisted fund investment.

As at 31 December 2018, the fair value measurement of the unlisted
fund investment was categorised within Level 2 of the fair value
hierarchy. Fair value was recorded at approximately HK$20,569,000 as
at 31 December 2018 and a fair value loss of approximately

HK$79,431,000 was recognised in consolidated profit or loss.

HongDa Financial Holding Limited sAZE®@ZER AR A

RZZ—NFRAZ+/NE » REEIRKAE
100,000,000 B T REI EHESIKRE - 18
B 7 A 300,000 % £ & fi7 F1 100,000 &
BB

MIELTEESANKEMN = - EILENFRE
MIZMBmMERNERT @ B2BRIBTHEK
BZATEDERELTESREEEFE
W 2E EBRE RER GG -

RZZE—NE+-A=+—0 " FELHEE
BEZANFEFERATFEERE2ELA
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/‘ifﬁiﬁzoswooo%i mAFEEBELY
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21. FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS/AVAILABLE-
FOR-SALE FINANCIAL ASSETS/ACQUIRED

CONVERTIBLE BOND/DERIVATIVE
FINANCIAL INSTRUMENT (continued)

Notes: (continued)

(iii) Unlisted equity investments

= A B IR E .
ARE SRR MY AR
For the year ended 31 December 2018
HE-_Z— \F+-_A=+—HLFE
2. RAFEFABEZNERE
E/NMHHESRmEE B
BUBRES TE2@MIA

(%)

fieE - (&)

(i) FFEHEDRE

2018 2017
—EB-N\F —F—tF
HK$’000 HK$’'000
TFHET THETT
Unlisted equity investments (Note (d)) FELHEIEET (M)
Zhongxin (Heilongjiang) Internet R (R B4/ NEE R

Microfinance Co., Ltd.* (Note (a)) BRAF* (KizE (@) 175,344 -
Zuoshishi Technology Service (Beijing) HE SRR (LX)

Company Limited* (Note (b)) BRRA]* (K5 () 270,987 =
Spring Power Holdings Limited (Note (c)) Spring Power Holdings Limited (Ffi7E (c)) 36,799 -
Higgs Wood Culture (Beijing) Co., Ltd.* Higgs Wood Culture (Beijing) Co., Ltd.* 342 -

483,472 -

(@)

The English name of these entities referred to in this note
represented management’s best efforts in translating the
Chinese name of these entities as no English name has been
registered or available.

As at 31 December 2018, the Group has 2% of the issued share
capital of an unlisted company incorporated in the PRC
principally engaged in internet microfinance business. The
investment was classified as available-for-sale investment as at
31 December 2017, and reclassified as financial assets at fair
value through profit or loss under HKFRS 9 as at 1 January 2018.

In the current year, the management engaged an independent
qualified professional valuer to determine the fair value of this
investment with reference to publicly available information of
comparable companies applying a marketability discount. The
valuer adopted the market approach to determine the valuation
parameters derived from market prices and financial data of
listed companies in a similar business and with a similar business
model as that of the company being valued. The valuer applied
a discount rate of 20% for the lack of liquidity of business
operation being valued due to the fact that it was not a listed
company. Fair value was recorded at approximately
HK$175,344,000 as at 31 December 2018 and a fair value gain
of approximately HK$43,465,000 was recognised in

consolidated profit or loss.

HZEEEN AN ZNRA X EAER
BREREHBEZEEB 2T XA
T - EEW B 2 SCETE o

NR-ZZE—N\E+-A=+—8 K&
E#ER —BRT R MR LT
REIZ2%EEHITRAE - ZRREE
REOHB)BEEEB - R=F
—tF+ZA=+—RH  ZREHKS
HANHEHERE  WR=_Z—N\F
—A—BREEBMBHRELERES
REFABREATESABEZNS
BB ©

RAFE EREERE—EBBIAS
REXGHEMETZERENRT
B HEDFATSEETELSER
B BRARNAFABSERKERE °
(HEMFA TS AR BB BT
AREUERS RANUERF RN Eh
ARINTIBERE R EEREEEE
S8 - (HEMEETEAREL R
ETARIMERE KRB MR ERIE SR
F20%MITER - R=ZT—N\F+=
A=+—RH #6802 FEY
175,344,000 7T+ 1A F1E M= 4
43,465,000 BTN AR A 1B A HERR ©
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For the year ended 31 December 2018
HE=F— \F+-A=+—AILFE

21. FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS/AVAILABLE-
FOR-SALE FINANCIAL ASSETS/ACQUIRED
CONVERTIBLE BOND/DERIVATIVE
FINANCIAL INSTRUMENT (continued)

Notes: (continued)

(iii) Unlisted equity investments (continued)

(b) As at 31 December 2018, the Group has 11% of the issued
share capital of an unlisted company incorporated in the PRC
principally engaged in the innovation service for start-up
technology companies and related investment activities. The
investment was classified as available-for-sale investment as at
31 December 2017, and reclassified as financial assets at fair
value through profit or loss under HKFRS 9 as at 1 January 2018.

In the current year, the management engaged an independent
qualified professional valuer to determine the fair value of this
investment with price of recent investment given the existence
of recent transaction relevant to this unlisted company. Fair
value was recorded at approximately HK$270,987,000 as at 31
December 2018 and a fair value gain of approximately

HK$199,782,000 was recognised in consolidated profit or loss.

(c) As at 31 December 2018, the Group has 2.9% of the issued
share capital of an unlisted company incorporated in the BVI.
The investee is an investment holding company, with a major
subsidiary, Hanson Robotics Limited, engaged in development
and manufacture of humanlike robots. The investment was
classified as financial assets at fair value through profit or loss

under HKFRS 9 as at 31 December 2018.

In the current year, the management engaged an independent
qualified professional valuer to determine the fair value of this
investment with price of recent investment given the existence
of recent transaction and investment for the equity interest in
this unlisted company. Fair value was recorded at approximately
HK$36,799,000 as at 31 December 2018 and a fair value gain of
approximately HK$13,403,000 was recognised in consolidated

profit or loss.

(d) The fair values of these unlisted equity investments are
measured using valuation technique with significant

unobservable inputs and hence were classified as Level 3 of the

fair value hierarchy.

HongDa Financial Holding Limited 5.3 @ @A AR A A

21. BAFEIFABENEHE
E/AHEHESRMEE BK
BURRES fTEEMITA

(%)

BYaE - (&)

(iiiy FEEHERIIKXE(E)

(b)

RIZEB-NFE+-ZA=+—H K&
B A — MR B M AL /3 £
RBEZNBEBTRA  ZRATE
RMBIRH A RRHE AR RS MIRE
HER®E - R —tF+=A
=t+—R ZREBLIBAAIHHE
RE YR —ZE-N\F—-A—HRE
BRMBRELNFIREFRDER
BAFEFABRNERMEE -

NAFE BEEZE—EZBIURE
BEXGHEMETCZBRENAT
B - EREEFERZIE LT AR
BN 5S A EE T IRIRE R E
EBRET - R=_Z—N\NF+=A
=+ —B #8H02FEY
270,987,000 7T + A F{E W= 49
199,782,000 AT A B s MERR ©

N_F-N\E+_HAH=1+—8  F&&
B — R R B B AL
MIELEMRRAZ29%BE BITIRA -
REHR R RAREZRARF - HE
RMBRRAIEREEARA  HEFH
BRAEEBAKBEA RZT—\F
ToA=1+—8 ZERERDIBLE
BUBRELENFIRBTRATE
FAAERNEREE -

RAEE EEERE—EBIYAE
BEEGEMBETZERENAF
B ERGFEOHERZUREIELT
ARIMIRAEIRE - ELEEDRERR
MR EEREE - RZE—\&FE+=
A=+ BH#5BHAFEY
36,799,000 7T + i1 A F A W= 49
13,403,000 & TR 4R & B ATER o

ZEFLMRAREN A FERAA
BEATHEEGARBNGHERM
e ARBERAATEEANE
3BA -
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Notes to the Consolidated Financial Statements

ARE

B SR M vt

For the year ended 31 December 2018
BHE_Z— \F+ZA=1+—HLFE

FINANCIAL ASSETS AT FAIR VALUE 21. BRAFEFABRGSNEWME
THROUGH PROFIT OR LOSS/AVAILABLE- E/AHEESREE BIK
FOR-SALE FINANCIAL ASSETS/ACQUIRED BUBRRES TES@MIA
CONVERTIBLE BOND/DERIVATIVE (&)
FINANCIAL INSTRUMENT (continued)
Notes: (continued) MisE : (8)
(iv)  Available-for-sale investments as at 31 December 2017 (ivy R-Z—tF+A=+—HZ#HHER
=
During the year ended 31 December 2017, the gross fair value gain in HE_ZT—+F+_A=+—HILEFE &
respect of the Group’s available-for-sale investments recognised in SERNEMEERARERN A HEERERN
other comprehensive income amounted to approximately AT ERRERH 422,768,000 7T
HK$22,768,000.
INVENTORIES 22. #&
2018 2017
L
HK$'000 HK$'000
FHET FH&T
Finished goods E 6,722 7,109
TRADE RECEIVABLES 23. FEUWARX
2018 2017
—E—)\fF —EF—tF
HK$'000 HK$'000
FERT FH&T
Trade receivables & I BR 3R 934,358 1,018,088
Less: Allowance for ECLs B REMEEEREE (188,219) -
746,139 1,018,088
The Group's trading terms with its customers are mainly on AREFEEEIBEREEIRGIVES
credit with credit period generally from 90 to 160 days, or B EEH—MNFHLT+XE

could be longer under certain circumstances. The Group
seeks to maintain strict control over its outstanding
receivables. Overdue balances are reviewed regularly by
senior management. Overdue trade receivables are interest-
bearing.

—BAATR EEBEBATAEER
AREERNBEBEZBHEYRNR - =2
REBAESTHESAYNESR - B
HE AR R At B -
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NN R el

For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

23. TRADE RECEIVABLES (continued)

The Group generally does not hold any collateral or other
credit enhancements over its trade receivable balances. As at
31 December 2018, certain of the Group's other borrowings
were secured by the pledge of the Group's trade receivables
of approximately HK$665,606,000 (2017: HK$602,229,000).

The Group applies HKFRS 9 to measure the allowance for
ECLs. The Group assesses whether the risk of trade
receivables have increased significantly since their initial
recognition, and applies an impairment model to calculate
their allowance for ECLs, the management assesses
allowance for ECLs using the risk parameter modelling
approach that incorporates key measurement parameters,
including probability of default, loss given default and
exposure at default with the consideration of forward-looking
information.

During the year ended 31 December 2018, based on
management’s assessment, the Group recorded allowance
for ECLs of approximately HK$181,396,000 (2017: Nil) in
consolidated profit or loss.

Movements in allowance for ECLs on trade receivables are as

follows:

23. EYWERR (&)

AEE BRI EGEERERRERTE
FRAEFARIEERAD R —N
F+ZA=1+T—H EBRERY
665,606,000 T( = T — £ F:
602,229,000 7T) BEERASEEE TH
ST o

AREEERELMBGHREERE ISR
EFRHEEERRE AEEFHEK

RR SR [ B B ) 2 HE R A K B A K R
7) CYEAREELAEERAEES
Bk EHEEAEaHRIESH
MERZSBER AT HEREEERR
Bfm BRESEAEEEROBERT
ZEOBE  BRHBRMENRRKO o

REEZZT—N\F+_A=+—HI1tF
IREBEEREENTE  ARERGE
BEaSEHEEEBEBRERED
181,396,000 (Z T —+%F : &) o

M

YRR BHIEEBIRREZSHMT

2018 2017

“EB—-)\FE —T—+F

HK$'000 HK$'000

FHET FET

As at 1 January n—H—H 6,823 -
Allowance for ECLs made during the year FR{ELHTEEIE EEER B 181,396 -
As at 31 December R+t=—A=+—H 188,219 -

Upon the adoption of HKFRS 9, an opening adjustment as at
1 January 2018 was made to recognise ECLs on trade
receivables. Details are set out in Note 4(a)(ii).
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Notes to the Consolidated Financial Statements

23. TRADE RECEIVABLES (continued)

ArE

23.

An ageing analysis of the trade receivables at the end of the

year, net of allowance for ECLs, based on the invoice date is

as follows:

B SR M vt

For the year ended 31 December 2018
HE-T - N\GE+_A=1+—HBLEE

FEWBR R (&)
REF - RIERZEAE

JE Mg B R (4840

BRIEMEEEERRF) OREATNT

2018 2017
—=—)\F T —tF

HK$'000 HK$'000

FET TABTT

Within 30 days 30 KA 597 199,496
31 to 60 days 3MKRELO0K 747 215,672
61 to 90 days 61 REOK 721 214,308
Over 90 days 90 KA 932,293 388,612
Less: Allowance for ECLs B EEREEEEEE (188,219) =
Total st 746,139 1,018,088

The ageing analysis of the trade receivables, net of allowance

for ECLs, that are not individually nor collectively considered

b B AR A 18 Y 2 KRR E 2 FE AR R
(RN EREEBHRERE) <R

to be impaired is as follows: T

2018 2017

—ZE—)\F T —t4F

HK$'000 HK$'000

FEXT FETT

Neither past due nor impaired R HATR KRR E 462 918,442

Less than 31 days past due BEALR31 K 525 97,105

31 to 60 days past due BHA31KZE 60K 139,862 1,074

61 to 90 days past due BHI61 AE 90K 53,165 701

Over 90 days past due BEA90 KA £ 740,344 766

Less: Allowance for ECLs B TRHAE B R R RS (188,219) =

Total (Note) #Et (Fs) 746,139 1,018,088
Note: Subsequent to the end of the reporting period, approximately i : MERRER R=_F—-N\F+=-A=+—H

HK$519,243,000 of the trade receivables outstanding as at 31

December 2018 were settled.

Trade receivables that were neither past due nor impaired

relate to debtors for whom there was no recent history of

default.

RIBE B B AR X 49519,243,0008 LB A

18 -

RIEER TR AR BB 2 & W Bl R B2

BB

HREENEFABRE
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24. LOAN RECEIVABLE

Notes to the Consolidated Financial Statements

NN R el

For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

24. BEIWER

2018 2017

ZE-N\E —T—tF

HK$'000 HK$'000

FET FATT

Loan receivable W E R 15,629 15,629

Less: Allowance for ECLs B BRI EEEIE RS (15,629) -
Less: Portion classified as non-current B BBAIERBEES Y

assets - (15,629)

BIEEE >

Current portion

Loan receivable is secured, bears interest at 15% per annum
and is repayable with a maturity period of 18 months from
the date of agreement and was due on 21 March 2019.

As at 31 December 2018 and 2017, the loan receivable was
secured by (i) the pledge of an aircraft leased to an
independent borrower by a company wholly owned by the
borrower’s sole director; and (i) 49% issued share capital of
the borrower.

As at 31 December 2018, the allowance for ECLs is related to
an individually impaired loan receivable of the independent
borrower of approximately HK$15,629,000 (2017: Nil) that
default its repayment due on 21 March 2019. As a
consequence, allowance for ECLs of approximately
HK$15,629,000 (2017: Nil) has been recognised in respect of
such loan receivable.

HongDa Financial Holding Limited 5.3 @ @A AR A A

RWERSBEER  RENEI15%:1E
1%5@%@@%5%53@&#7%181!)%&5%
—NFE=A-t+—BFH-

R-FE-NEER-_F—ttF+=A
=t—B BREEFRHOERAHE—
EZ2EBANAREETEIERA
MREE R R (i) ERA49% M2 EIT
PRAPEIE AR -

RZZE—N\E+ZA=+—80 "  BHE
B 518 B BB 18 SR A M (B Bl E e
W E F#915,629,0008 T (—F—+4 :
)W MzERERZZT—LE=
AZ+—RHEE) mExRER e Bt - 2
RZEEKEFEREREEEERE
#915,629,0008 7T (ZF—+4F : &) o



24. LOAN RECEIVABLE (continued) 24. BB (&)
Movements in allowance for ECLs on loan receivable is as FEWER B EEEEREES T
follows:
2018 2017
—E-N\F —E—+F
HK$'000 HK$'000
T#ERT TATT
As at 1 January m—H—H - =
Allowance for ECLs made during the year RF Rt RAITEHIE BB ERE 15,629 -
As at 31 December W+—HA=+—8 15,629 =
25. PREPAYMENTS, DEPOSITS AND OTHER 25. AFIE - BERHMEKRR
RECEIVABLES g
2018 2017
—ZE—)\F —tF
HK$'000 HK$'000
FExT FATT
Prepayments FRftRIA 18,656 4,307
Deposits e 75,761 112,005
Other receivables (Note) H e Ui sRaE (i aE) 261,101 2,925
Amount due from an associate (Note 20) JFEUR— KB & A R 5178 (M 5E 20) 8,783 581
Less: Allowance for ECLs W TBEMEEEIERE (1,014) =
363,287 119,818
Less: Portion classified as B P BIEREEERNI S
non-current assets (12,071) (105,726)
Current portion BNHAER 351,216 14,092
Note: MI5E -
During the year, the Group had acquired and disposed of an unlisted equity FR - AREBIERAKZ 220,000,000 7 7T B K & 3F
fund at cost at HK$220,000,000. The amount is expected to be refunded on 12 FTRAES  c BERBEBRHEER = —NLEFEA
June 2019 and is included in other receivables. + - BREV T AEMERTKIE
Annual Report 2018 —Z— \FER
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Notes to the Consolidated Financial Statements

NN R el

For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

25. PREPAYMENTS, DEPOSITS AND OTHER 25. FAfIEIE - RE R HMEWE

RECEIVABLES (continued)
Deposits amounting to approximately HK$1,466,000

included in current assets (2017: deposits of approximately
HK$2,098,000 included in current assets) in the Group's
consolidated statement of financial position, which are non-

I8 (%)

AEBZEEMBARKAINREDEE
H 2 491,466,000 LIS (22—t 5 -
B&#42,098,000 8 LI ARBEE * B
REETZHEXNTHEHERRZIFE

interest-bearing cash deposits paid to leasing companies Rehe GE—PHBARRETERE
under certain arrangements as further detailed in Note 29(b) Bt 5% 29(b)) » I 5 7N 4B B8 17 5 B HA RS AR

to the consolidated financial statements and will be returned

upon the expiry of the terms of the relevant agreements.

As at 31 December 2017, included in non-current assets of
HK$100,000,000 in the Group's consolidated statement of
financial position, was a non-interest-bearing cash deposit
paid to a third party fund administrator for subscription of an
investment fund during the year ended 31 December 2017.
The abovementioned investment fund had been subscribed
during the year ended 31 December 2018.

Except for the allowance for ECLs on other receivables of
approximately HK$1,014,000 (2017: Nil) as at 31 December
2018, none of the above assets is impaired at the end of the
reporting period and the financial assets relate to deposits
and receivables for which there was no recent history of
significant default or which are due from independent

debtors that have a good relationship with the Group.

@ o

R_F—tF+_A=+—H A&H
HEMBRRRAIIRIERBEER
100,000,000 BT R/AE=FEELEEA
REBEE_ZT—tFT_HA=1T—HL*F
ERBE-—EREESAXNNELERS
Be  DRBEESERBEE_FT N
FtA=T—HILFEERE -

BR_Z—N\F+-_A=+—HpHMmE
Wk IEMTEHE BB #EXY 1,014,000
BLT(ZTE—EF: &) RREH
K LlBEEHRBE MZSeHE
ENZe REWFIEN AT EERE
HREESEANEEBRR OB LG
BA o

Movements in allowances for ECLs on loan receivables were FEWER ZEHEEEREREEEINT
as follows:

31 December 31 December

2018 2017

—E-N\F —TE—+F

+=H +—A

=+—H =r—E

HK$'000 HK$'000

FExT FETT

As at 1 January R—H—H - =
Allowance for ECLs made during the year FRET1ZTEEE EEBEEE 1,014 =
As at 31 December R+=ZA=+—~H 1,014 =
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26. CASH AND CASH EQUIVALENTS AND

B SR M vt

For the year ended 31 December 2018
BHE_Z— \F+ZA=1+—HLFE

BRERASEEBYUARZRE

RESTRICTED CASH RE
2018 2017
—ZE—)\F —E—F
HK$'000 HK$'000
*i%i +/F JiG
Cash and bank balances Be RRITES 29,885 34,549
Time deposits EHFR - 6,834
29,885 41,383

Less: Restricted cash for an other B HMEEZSREERES

borrowing (Note 29(d)) (P 3E29(d)) (11,973) (11,974)
Cash and cash equivalents HEeRBEEEEY 17,912 29,409

At the end of the reporting period, cash and bank balances
and time deposits of the Group denominated in RMB
amounted to approximately HK$2,778,000 (2017:
HK$5,422,000) and Nil (2017: HK$6,834,000), respectively.
RMB is not freely convertible into other currencies, however,
under Mainland China’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group is
permitted to exchange RMB for other currencies through

banks authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily
bank deposit rates. Short-term time deposits are made for
varying periods of between one day and three months
depending on the immediate cash requirements of the
Group, and earned interest at the short term-time deposit
rate. The bank balances and time deposits are deposited
with creditworthy banks with no recent history of default.

REBEHIR  NEBUAREENIE
S RBITEBURTERERI AL A
2,778,000 7L (=& —+ 4 : 5,422,000
BIL) RE(ZZF—+HF : 6,834,000/5
) AR EEMERAEME
B o SR - IRIRP BRI CHNE B IR 5
PIRARE  EERMNEEERT) A%
B B R R A HNE ZE TS BV ER 1T
BARB G AEME -

TR E A RITFERMERZEH
%35%3’)1%”@"%%?2!&%@9’]%5 ReH
2 HHEMERENF-XE=ZEA
NENZ ERREE L R RE R ERER
FRBRERA S o MITERIERFRD
TFATHDR B E R EEEMNRT
o
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

27. TRADE PAYABLES

An ageing analysis of the trade payables at the end of the
year, based on the invoice date, is as follows:

27. FE{TERRR
NEXR RERXZOE . BNEXNE
BAWMT :

2018 2017

— I\ —EFE—+F

HK$'000 HK$000

TET T TT

Within 30 days 30K 518 36
31 to 60 days 3IMRELOK 1,014 30
Over 60 days 60 RLA L 869 60
2,401 126

The trade payables are non-interest-bearing and normally
settled on 30 to 90 days after the month-end statement.

HongDa Financial Holding Limited 5.3 @ @A AR A A
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For the year ended 31 December 2018
HE-T - N\GE+_A=1+—HBLEE

28. OTHER PAYABLES AND ACCRUALS 28. Hfth e+ FRIE R BT KIE

2018 2017
—E—)\F¥ —E—+tF
HK$'000 HK$'000
FET TFAETT
Deferred revenue FEIEU A - 2,472
Other payables H 4th FEASH FRIE 37,933 13,315
Accruals JEETFIA 42,537 18,045
Contract liabilities (Note) A48 E (M) 2,233 -
Due to a non-controlling shareholder JEAS — 22 FEHR IR AR B FOE 65,513 114,674
148,216 148,506

Less: Portion classified as B P RIERE B EERD
non-current liabilities (4,281) (497)
143,935 148,009

Other payables are non-interest-bearing and generally have

credit terms of 30 to 90 days.

The amount due to a non-controlling shareholder is

unsecured, non-interest bearing and has no fixed term of

repayment.

Note:

The Group has initially applied HKFRS 15 using the cumulative effect method

and adjusted the opening balance at 1 January 2018. As a result of initial

application of HKFRS 15, contract liabilities, including receipts in advance from

customers, as at 31 December 2018 are separately presented under trade and

other payables and accruals. Details are set out in Note 4(b).

HtENRBRS T ERERER KRR
30REQOK -

FER IR R A R I - R B R
3 488 [ i A TR

PR

AEBERARBYE LA RERBEEUBRESE
AIE155 YR =T~ \F—A - BRBHIE
o BN BEREREENBHREERNFE 155 - K=
Z-\F+-_A=+—BENEE(BERKEFPR
B) RN BR R R M FRIA AR A IR E 2
5l] o FERHTEE 4(b)
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

29. INTEREST-BEARING BANK AND OTHER 29. FTERITRHEMEE
BORROWINGS
2018 2017
—E-0\E e e
Effective Effective
interest interest
rate%  Maturity  HK$'000 rate % Maturity ~ HK$'000
ERfE #1%A TExT ERAE 2R THL
Current: BN -
Bank borrowing — unsecured  $R{TIEE — &I 10.2% On demand 17,648 10.2% On demand 21,580
(Note (a)) (Fi5E () BREX BREX
Other borrowings — secured HipfEE — 23 N/A N/A - 6.15% 2018 2,145
(Note (b)) (FizE (b)) AER RER
Other borrowings — unsecured ~ EfB{EE — & 5%-14% 2019 342,429 5%-14% 2018 252,428
(Note (c) (P ()
360,077 276,153
Non-current: JEENA :
Other borrowings — secured ~ EfiEE — S
(Notes (b) and (d)) (P& (b) J2 (d) 8.0%-9.2% 2020 334,889 9.2% 2020 100,000
Other borrowings — unsecured ~ EfB{EE — EiT#
(Notes (c) and (d)) (P (o) B (d)) 0%-8.0% 2020 20,562 = L =
355,451 100,000
715,528 376,153
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Notes to the Consolidated Financial Statements

AR A

INTEREST-BEARING BANK AND OTHER
BORROWINGS (continued)

29.

P e e

For the year ended 31 December 2018
HE-T - N\GE+_A=1+—HBLEE

FTERITREMEE @

2018 2017
—E-N\EF —E—tF
HK$'000 HK$'000
FHET T
Analysed into: DATE

Bank and other borrowings repayable: AEEZIRITREMEER
Within one year or on demand —FERFIRENK 360,077 276,153
In the second year F_F 355,451 -
In the third to fifth years, inclusive FE=FENLF (REEEMF) - 100,000
715,528 376,153

Notes:

As at 31 December 2018, a bank borrowing of the Group with a
carrying amount of approximately HK$17,648,000 (2017:
HK$21,580,000) contained a repayment on demand clause that gives
the lender the right to demand the repayment of the bank borrowing
together with interest accrued thereon at any time. Accordingly, for the
purpose of the above analysis, the amount was analysed into bank
borrowing repayable within one (2017: one) year as at 31 December
2018.

During the year, the Group entered into certain sale and lease back
agreements with third-party leasing companies (the “Lessors”), with
contract terms ranging from two to three years. In the opinion of the
directors of the Company, the underlying transaction is in substance a
means whereby the Lessors provide finance to the Group for the
purchases of certain motor vehicles for its car rental business, with the
corresponding motor vehicles as security. Accordingly, the Group has
accounted for such transaction as finance lease arrangements as
substantially all the risks and rewards incidental to ownership of the

motor vehicles are transferred to the Group.

e

(b)

R=ZF—N\FE+=-A=+—8 A5@E
REREFIERZ —HRITEEZERAED
17,648,000/ 7T ( — & —+ 4 : 21,580,000
BIC) T B R AME A R R Z SR EEZ
SBITEEEREETFIE - At - RS
Mins ZE\EHAIMR=_T—N\E+=A
=+—AAR—FR(ZE—+tF: —F)E
BZRITEE -

RAFEE  AEERE=FEAEAR(HAE
7D ETHERBEGZE NPT
MEZ=F - ARBDEERR  HARFE
BREBETAAKERH#BEZ TR - B
BEETAEHASEIEREXT 2R - ¥
AMERE R EER - Bt AERERZER
ZIERBERELHAR  BREMEEN
BAHARRREBEEE TALH -
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

29. INTEREST-BEARING BANK AND OTHER 29. ST EHBTREMEBE ®)
BORROWINGS (continued)

Notes: (continued) BMisE : (48)
(b) (continued) (b) (%)
At 31 December 2018, the total future minimum lease payments under R=ZZFB—NF+=-A=+—H80 " REEEZ
such arrangement and their present values were as follows: HHRREE LB ERARREMNT
Present Present
value of value of
Minimum Minimum minimum minimum
lease lease lease lease
payments payments payments payments
RIENAS HERAE RIEER REAE
8 (NE TRRBE HREE
2018 2017 2018 2017
Z8—N\F —T—+tF —E-N\F —Z—+tF
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHBT FHET FHET
Amounts payable: e IR
Within one year —FR - 2,195 - 2,145
Total minimum finance lease HEREHE
payments FIBLAE - 2,195 - 2,145
Future finance charges RABMEER - (50)
Total net finance lease payables BMEMERNRIBEFE - 2,145
Portion classified as current liabilities 24857 &) & &M 25 - (2,145)
Non-current portion FERNERER 5 - -
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29.

AR A

INTEREST-BEARING BANK AND OTHER

BORROWINGS (continued)

Notes: (continued)

(c) As at 31 December 2018, the balance included:

@

(iii)

(iv)

borrowings in aggregate of RMB17,375,000 (equivalent to
approximately HK$19,783,000) (2017: RMB40,400,000
(equivalent to approximately HK$48,436,000)) from a company
who is a shareholder of the Group's financial assets at fair value
through profit or loss (2017: available-for-sale investment). As at
31 December 2018, the loans are unsecured, bear interest at
rates ranging from 5% to 8% per annum and are repayable in
2020. As at 31 December 2017, the loans were unsecured, bore
interest at a rate of 8% per annum and were repayable in 2018,
of which RMB5,000,000 (equivalent to approximately
HK$5,995,000)) had been repaid during the year ended 31
December 2018 and RMB12,080,000 (equivalent to
approximately HK$13,754,000) which were originally repayable
in August 2018 but had been extended to August 2020;

borrowings in aggregate of HK$200,000,000 (2017: one
borrowing of HK$80,000,000) from a company pursuant to a
loan agreement entered into with a company, which, based on
information available to the directors of the Company, this
company is a wholly-owned subsidiary of the other entity, which
the other entity is a joint venture of the Group. As at 31
December 2018, the loans are unsecured, bear interest at a rate
of 14% per annum and are repayable in the 12th month from
the drawn down date and repayable in 2019, of which
HK$80,000,000 (2017: HK$80,000,000) are repayable on 10
December 2018 and have been extended to 10 December
2019. As at 31 December 2017, the loans were unsecured, bore
interest at a rate of 14% per annum and was originally repayable
on 5 June 2017 but had been extended to 10 December 2018;

a promissory note payable of US$15,300,000 (equivalent to
approximately HK$119,340,000) (2017: US$15,300,000
(equivalent to approximately HK$119,340,000)) pursuant to a
sales and purchase agreement with an independent third party
for the Group's acquisition of investment property and other
assets during the year. The loan is unsecured, bears interest at a
rate of 5% per annum and is repayable on 14 November 2018
and the extension is subject to further negotiation;

borrowings in aggregate of HK$12,200,000 (2017: Nil) from a
group of individuals who are independent third parties to the
Group. As at 31 December 2018, the loans are unsecured, bear
interest at a rate of 7% per annum and are repayable in 2019;
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For the year ended 31 December 2018
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29.

NE+ZA=+—RHIFE

INTEREST-BEARING BANK AND OTHER
BORROWINGS (continued)

Notes: (continued)

(o) As at 31 December 2018, the balance included: (continued)

(vi)

borrowings in aggregate of RMB9,563,000 (equivalent to
approximately HK$10,889,000) (2017: Nil) from individuals who
are independent third parties to the Group. As at 31 December
2018, the loans are unsecured and guaranteed by the Company.
The loans had maturities between three to twelve months and
bear interest from 8% to 13% per annum; and

during the year ended 31 December 2016, the Group borrowed
RMB9,500,000 (equivalent to approximately HK$11,080,000)
from a financing company. The loans were unsecured, bore
interests ranging from 6.15% to 6.18% and were repayable by
scheduled instalments in two years, in which an amount of
approximately HK$4,652,000 was outstanding as at 31
December 2017.

(d) As at 31 December 2018, the Group had the following non-current

borrowings:

@

(ii)

During the year, the Group was granted a loan facility of
HK$400,000,000 (2017: HK$400,000,000) from an independent
third party, of which HK$100,000,000 (2017: HK$100,000,000)
was utilised as at 31 December 2018. At the end of the
reporting period, the loan is secured by (i) the Group's trade
receivables of approximately HK$665,606,000 (2017:
HK$602,229,000); (i) share charges of certain subsidiaries of the
Group; and (iii) personal and corporate guarantees of certain
directors and a substantial shareholder of the Company. A joint
bank account with a balance of approximately HK$11,973,000
as at 31 December 2018 (2017: HK$11,974,000) with the
borrower is set up which is restricted to use in connection with

this loan facility;

a borrowing of US$$30,000,000 (equivalent to approximately
HK$234,889,000) (2017: Nil) from an independent third party to
the Group. The loan is secured by (i) share charges of certain
subsidiaries of the Group; (i) the Group's investment property of
approximately HK$250,549,000; (iii) personal guarantees of a
substantial shareholder and a director of the Group. The loan
bears interest at 8% per annum and is repayable in 2020; and
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29. INTEREST-BEARING BANK AND OTHER
BORROWINGS (continued)

Notes: (continued)

(d) As at 31 December 2018, the Group had the following non-current

borrowings: (continued)

(iii)

borrowings in aggregate of RMB684,000 (equivalent to
approximately HK$779,000) (2017: Nil) from a company which
has beneficial interest in one of the Group's financial assets at
fair value through profit or loss. As at 31 December 2018, the
loans are unsecured and do not bear interest and are repayable
in October 2020.

Ignoring the effect of any repayment on demand clause as

detailed in Note (a) above and based on the maturity terms

of the bank and other borrowings, the bank and other

borrowings of the Group are repayable:

B SR M vt

For the year ended 31 December 2018
BHE_Z— \F+ZA=1+—HLFE

29. sTESRTREMEE ®

MisE - (&)

d RZE-NF+ZA=+—B KTEEMNHE
ENEAfE RN T : (#8)

iy  REA—FERAEERAFETAER
NEMEERBER S L AR ZE
s N R 684,000 (HHERHD
779,000 7T) (ZZ—LF : ££) o R

ZE-N\Ft+ZA=t—H ZEX
SEEAATE AR =T -FF+
REE-

T MR T i BSRERIGROTE (F R
b XXBfEE (a) RARIRER 1T R AL R E Y F
HEH ARERTIEMEENEE
BN

2018 2017

—E—)\f T4

HK$'000 HK$'000

FET TFETT

Within one year —FR 360,077 256,970
In the second year F_F 355,451 19,183
In the third to fifth years, inclusive FEFRF (BIEEERSF) - 100,000
715,528 376,153

Except for the other borrowings of approximately
HK$312,200,000 (2017: HK$180,000,000) which are

denominated in HK$, interest-bearing bank and other

borrowings of the Group amounting to approximately
HK$354,229,000 (2017: HK$119,340,000) and
HK$49,099,000 (2017: HK$76,813,000) were denominated in
US$ and RMB (2017: US$ and RMB), respectively, as at 31
December 2018.

B& LA 7T 51{E 2 E i 8 B 49 312,200,000
7 7t ( — & — 4 : 180,000,000 & JT )
S RZE—N\FF+ZA=+—H K%
B 5 2 R1T R H b 8 & A £9354,229,000
BIL(ZZ — 4 : 119,340,000 7T) &
49,099,000 (= ZF—+ 4 : 76,813,000
BIL)DRIAETRARBE(ZE—+F :
ETRARE)SIE -
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30. CONVERTIBLE BONDS

On 17 May 2016, the Company issued 2018 convertible
bond (the “2018 Convertible Bond”) and 2019 convertible
bond (the “2019 Convertible Bond") with principal amounts
of HK$100,000,000 and HK$100,000,000 respectively. The
maturity dates of 2018 Convertible Bond and 2019
Convertible Bond are 16 May 2018 and 16 May 2019,
respectively.

The 2018 Convertible Bond and 2019 Convertible Bond are
convertible at the option of bondholder at any time after the
40th day from the date of issue and up to the 10th day prior
to the dates of maturity at an initial conversion price of
HK$0.35 per share (subject to adjustments). Based on the
initial conversion price, the 2018 Convertible Bond and 2019
Convertible Bond are convertible into approximately
571,429,000 ordinary shares of the Company in aggregate.
The 2018 Convertible Bond and the 2019 Convertible Bond,
if not converted, will be redeemed at their outstanding
principal amount together with any interest thereon, plus an
additional amount of a compound return of 12% per annum
over the outstanding principal amount at maturity. The 2018
Convertible Bond and the 2019 Convertible Bond carry
interest at a rate of 5% per annum, payable semi-annually on
30 June and 31 December of a calendar year. The effective
interest rates of the liability components of the 2018
Convertible Bond and 2019 Convertible Bond are 22.8% and
23.5%, respectively.

On 10 May 2018, the Company and the bondholder of 2018
Convertible Bond entered into a deed of amendment,
pursuant to which the maturity date of 2018 Convertible
Bond was extended from 16 May 2018 to 16 May 2020 and
the interest rate was increased from 5% per annum to 6% per
annum. Interest payment dates were not changed. To effect
the extension, the bondholder requested the Company to
settle the additional amount as described above and an
amount of HK$15,440,000 was paid thereof. The effective
interest rate of the liability component of the extended
Convertible Bond is 25.5%.
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30. CONVERTIBLE BONDS (continued)

Both 2018 Convertible Bond and 2019 Convertible Bond
have the following early redemption options. 2018
Convertible Bond and 2019 Convertible Bond holders have
the right to require the Company to redeem the whole of the
2018 Convertible Bond and 2019 Convertible Bond
respectively held by them prior to the maturity date at a
redemption price equal to the respective principal amount of
2018 Convertible Bond and 2019 Convertible Bond together
with accrued and unpaid interest and the additional amount
upon the occurrence of certain events that are out of the
Company'’s control.

In addition, for both 2018 Convertible Bond and 2019
Convertible Bond, the Company may, at any time prior to the
maturity date, redeem in whole the 2018 Convertible Bond
and 2019 Convertible Bond for the time being outstanding at
their principal amount together with accrued and unpaid
interest and the additional amount to the date fixed by the
Company for redemption provided that at the date of
redemption, at least 90% in principal amount of the 2018
Convertible Bond and 2019 Convertible Bond has already
been converted, redeemed or purchased and cancelled.

As such, the conversion option and the early redemption
options are considered as a single derivative for fair value
measurement purpose.

On 31 August 2017, the Company issued 2020 convertible
bond (the “2020 Convertible Bond") with a principal amount
of HK$200,000,000. The maturity date of 2020 Convertible
Bond is 30 August 2020.

30.
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30. CONVERTIBLE BONDS (continued)

The 2020 Convertible Bond is convertible at the option of
the bondholder at any time from and including the first
anniversary from its date of issue up to the 10th day prior to
the dates of maturity at an initial conversion price of HK$0.35
per share (subject to adjustments). Based on the initial
conversion price, the 2020 Convertible Bond is convertible
into approximately 571,429,000 ordinary shares of the
Company. The 2020 Convertible Bond, if not converted, will
be redeemed at its outstanding principal amount together
with the any interest accrued thereon. The 2020 Convertible
Bond carries interest at a rate of 8% per annum, which is
payable semi-annually on 18 June and 18 December of a
calendar year. The effective interest rate of the liability
component of the 2020 Convertible Bond is 24.2%.

The fair value of the liability component was estimated at the
issuance date using an equivalent market interest rate for a
similar bond if the conversion option is not exercised. The
conversion options embedded in the convertible bonds were
recognised as derivative financial instruments and were
measured at fair value on initial recognition and remeasured

at each subsequent reporting date.
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30. CONVERTIBLE BONDS (continued)

The movements of the liability and derivative components of

NN R E el

For the year ended 31 December 2018
HE-T - N\GE+_A=1+—HBLEE

30. AR ES @)
R R E S 8 B R AT 4 265 e

the convertible bonds for the year are set out below: BESI 0T -
Liability Derivative
components components Total
ARES TEBS et
HK$'000 HK$'000 HK$'000
FHET BT T
At 1 January 2017 RZFE—+tF—H—H 147,654 63,586 211,240
Issue of 2020 Convertible Bond #{7=—ZE=F 139,069 60,600 199,669
Interest expenses F 8 F'?ﬁi 44,910 - 44,910
Interest paid 245 F 8 (14,779) - (14,779)
Fair value gain on derivative A RESHITE D
component of convertible NEEW S
bonds - (53,373) (53,373)
At 31 December 2017 and R-ZE—+F
1 January 2018 +TZA=+—HXK
:E—J\E—H—E 316,854 70,813 387,667
Loss on modification of 2018 NE AR EFH
Convertible Bond flﬁjgﬂ‘éﬂéi (20,900) 26,600 5,700
Interest expenses FEFX 91,554 - 91,554
Interest paid EAALE (42,063) - (42,063)
Fair value gain on derivative ARIREHFITER S B
component of convertible NEEYE
bonds - (90,793) (90,793)
At 31 December 2018 R-Z—I\F
+=-A=+—H 345,445 6,620 352,065
Represented by: & -
Current portion BVERES 75 93,675 220 93,895
Non-current portion JEBNERZL > 251,770 6,400 258,170
At 31 December 2018 R-E—I\F
+=-—RA=+—H 345,445 6,620 352,065
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31. DEFERRED TAX

The movements in deferred tax liabilities during the year are
as follows:

31. IEEFIE

Notes to the Consolidated Financial Statements
r e B R R EE

For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

FR - REHBRBENEFHNOT

Revaluation of
investment
Fair value  property and

adjustments a financial asset

arising from at fair value
acquisition of through
a subsidiary  profit or loss Total
B Y e — R BEMER
MEAT —HRAFE
EEZ AARE
NEERE SMEEZEM #a
HK$'000 HK$'000 HK$'000
THET TR FHET
At 1 January 2017 R-ZZ—+$—H—H 13,932 - 13,932
Deferred tax credited to the FARBRRETAD
statement of profit or loss during ~ IEEFHIE (97 13)
the year (Note 13) (2,568) = (2,568)
Exchange realignment [ 55 A (956) = (956)
At 31 December 2017 and R_ZE—+&+-A=+—H
1 January 2018 k—ZE-\F—A—H 10,408 - 10,408
Deferred tax (credited)/charged to  FARARGE BT K
the consolidated statement of (Bt N)/ ik
profit or loss during the year EIRERI A (FIFE13)
(Note 13) (521) 59,985 59,464
Exchange realignment PEE 5 S 2K (1,474) - (1,474)
At 31 December 2018 R-B—N\F+=A=+-8 8,413 59,985 68,398
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T MR R M E
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For the year ended 31 December 2018

HE-_ZT— \F+-_A=1+—HALFE

31. DEFERRED TAX (continued) 31. IEERIE ()
The movement in deferred tax assets during the year is as FNELERBEEEZENT ¢
follows:
Allowance
for ECLs
RHEESR
ik ]
HK$'000
T
At 1 January 2017, 31 December 2017 and R-ZB—tF—H—H —ZE—+#F
1 January 2018 +TZA=+—HBER=ZE-N\F—H—H -
Deferred tax charged to the FARGE BmRT ARRENIE
consolidated statement of profit or loss (BIEE13)
during the year (Note 13) 33,802
At 31 December 2018 RIS—N\E+ZA=+—H 33,802
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

32. SHARE CAPITAL 32. BA&R
Shares: (8l
2018 2017
—2-\%§ —tF
HK$'000 HK$'000
TERT THET
Authorised ETE
20,000,000,000 (2017: 20,000,000,000) 20,000,000,000 f%
ordinary shares of HK$0.01 each (ZZ—+% : 20,000,000,000 %)
BREECOEBTZ LR 200,000 200,000
Issued and fully paid: BETRHRE
6,810,750,454 (2017: 6,634,170,454) 6,810,750,454 % (=T —+4 :
ordinary shares of HK$0.01 each 6,634,170,454 %) B IR E(E
0.017#87T 2 EilpR 68,108 66,342
A summary of the movements in the Company'’s issued share RATEBRITRAESEEH 2 HBMT :
capital is as follows:
Number of Share
ordinary Issued premium
shares capital account Total
HEEHAE ERTEF ROARE #&t
‘000 HK$'000 HK$'000 HK$000
T A% FHTT T T
At 1 January 2017 R=ZE—+t&F—H—H 6,501,415 65,014 877,633 942,647
Exercise of warrants TR (5 (a))
(Note (a)) 132,755 1,328 19,399 20,727
Transfer of share option TP A e 2| B A S 4R
reserve upon expiry of RE PR HE AR (PR EE (b))
share options (Note (b)) = = 112,000 112,000
At 31 December 2017 and W -ZT—+4
1 January 2018 =ZR=ET—E &
—E-N\F—H—H 6,634,170 66,342 1,009,032 1,075,374
Issue of ordinary shares AT EBAR (7 ()
(Note () 176,580 1,766 50,681 52,447
At 31 December 2018 AZZ— )\
+=B=+—H 6,810,750 68,108 1,059,713 1,127,821
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32. SHARE CAPITAL (continued)

Shares: (continued)

Notes:

(a)

On 3 January 2017, 23 February 2017 and 31 March 2017, 132,755,454
warrant shares in aggregate were issued as the subscription rights
attaching to the warrants amounting to approximately HK$14,603,000
had been exercised at a price of HK$0.11 per warrant share by a
warrant subscriber. An amount of approximately HK$6,124,000 was
transferred from the warrant reserve to share premium account upon

the exercise of the warrants.

On 15 June 2015, pursuant to a placing agreement dated 26 March
2015, between the Company and a placing agent, the Company
completed a placing of an aggregate of 1,500,000,000 new ordinary
shares of HK$0.01 each at a price of HK$0.26 per share, with grant of
800,000,000 option shares at an exercise price of HK$0.26 per option
share issued to Sino Merchant Car Rental Limited. Sino Merchant Car
Rental Limited is the controlling shareholder which held approximately
67.4% of equity interests of the Company immediately after the
completion of the placing agreement. During the year ended 31
December 2017, the remaining outstanding 400,000,000 option shares
lapsed upon expiry and the share option reserve amount of
HK$112,000,000 was credited to the share premium account.

On 4 May 2018, the Company entered into a conditional placing
agreement with an independent placing agent whereby the Company
conditionally agreed to place, through the placing agent, up to
176,580,000 placing shares to not less than six independent placees at
a price of HK$0.3 per placing share (the “Placing”). On 23 May 2018,
an aggregate of 176,580,000 new shares were placed at HK$0.3 per
placing share. The proceeds were credited to the share capital account
at par at HK$0.01 per share amounted to approximately HK$1,766,000.
The remaining of the proceeds from the placing of new shares of
approximately HK$50,681,000, net of transaction costs, were credited
to the Company’s share premium account. The Placing was completed
on 23 May 2018.

For the year ended 31 December 2018
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32. SHARE CAPITAL (continued)

Warrants:

During the year ended 31 December 2012, the Group issued
unlisted warrants to an independent third party (the “Warrant
Subscriber”) as part of the conditions for the provision of a
loan facility of HK$50,000,000 by the Warrant Subscriber to
the Group for a period of 5 years. The warrants entitle the
Warrant Subscriber to subscribe up to approximately
HK$16,808,000 in aggregate, in cash for ordinary shares of
the Company at an original subscription price of HK$0.27 per
share, subject to adjustments, at any time during the period
from 31 October 2012 to 30 October 2017.

During the prior years, as a result of the completion of several
open offers and placings of the Company, the subscription
price of the outstanding warrants had been adjusted to
HK$0.11 per share pursuant to the terms of the instrument

relating to the warrants.

On 17 November 2016, 20,040,000 warrants were exercised
at a price of HK$0.11 per warrant share by the Warrants
Subscriber. On 3 January 2017, 23 February 2017 and 31
March 2017, the remaining 132,755,454 warrants were
exercised in full at a price of HK$0.11 per warrant share by
the Warrant Subscriber.
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33. EQUITY-SETTLED SHARE OPTION

ARRANGEMENT

Share Options under a Supply Chain Management
Agreement

On 11 August 2011, Perception Digital BVI, a then indirect
wholly-owned subsidiary of the Company, entered into a
supply chain management agreement (the “Supply Chain
Agreement”) with Teleepoch Limited (“Teleepoch”), pursuant
to which, Perception Digital BVI, together with its
subsidiaries, will act as the exclusive supply chain partner of
Teleepoch for a term of three years. In consideration of
Teleepoch entering into the Supply Chain Agreement, the
Company entered into an option agreement (the “Option
Agreement”) with Teleepoch, pursuant to which the
Company granted an option to Teleepoch, entitling
Teleepoch to subscribe for originally a maximum of
15,500,000 ordinary shares of the Company (individually, the
“upfront Option”), representing approximately 2.5% of the
then issued share capital of the Company, at an original
exercise price of HK$0.38 per share. The Upfront Option was
vested on 11 November 2011 and was exercisable in whole
or in part during the period from 11 November 2011 to 10
August 2016.

In addition to the Upfront Option, the Company also
conditionally granted to Teleepoch an option to subscribe for
0.285 shares of the Company at the exercise price of
HK$0.38 per share (the “Performance Option”) for every
HK$1.0 of net profit to the Company generated from sales
orders placed by the clients of Teleepoch (the “Performance
Benchmark”), subject to originally a maximum of 46,750,000
ordinary shares of the Company, representing approximately
7.5% of the then issued share capital of the Company. On
each anniversary date during the term of the Supply Chain
Agreement, a portion of the Performance Option should be
vested and became exercisable. The number of shares which
Teleepoch should be entitled to subscribe for pursuant to
such vested portion of the Performance Option should be
determined by reference to the Performance Benchmark for
the previous year. Subject to such vesting condition, the
Performance Option could be exercised in whole or in part at
any time during the period from 11 August 2012 to 10
August 2016.
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For the year ended 31 December 2018
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33. REGEBREZS
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BVIE Rl K I B 2 B #E {E Teleepoch %
XEEERH RE=F-R
Teleepoch 7T M2 A FE# 17 3% 2 KB - &
A A B Teleepoch ] 37 i A% 42 173 3% ([ B8
Pt ) - Btk - AR B[R Teleepoch
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A - AR RITEESR0.38ETRE
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33. EQUITY-SETTLED SHARE OPTION

ARRANGEMENT (continued)

Share Options under a Supply Chain Management
Agreement (continued)

Both the Upfront Option and the Performance Option
(collectively, the "Options”) were granted under the general
and unconditional mandate granted to the directors of the
Company pursuant to an ordinary resolution of the Company
passed at the annual general meeting held on 6 May 2011 to
allot, issue and deal with up to 20% of the then issued share

capital of the Company.

During the year ended 31 December 2014, as a result of the
completion of the Open Offer in January 2014, the exercise
price of the outstanding Options and the number of shares
that could be subscribed for upon the exercise of the
outstanding Options were adjusted (individually, the “Option
Adjustment) pursuant to the terms of the Option Agreement.

These options expired and were lapsed on 10 August 2016
pursuant to the terms of the Options.

During the year ended 31 December 2018, no equity-settled

share option expense under HKFRS 2 Share-based Payment
was recognised by the Group (2017: Nil).
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34. PROVISION FOR REINSTATEMENT COSTS 34.

For the year ended 31 December 2018
HE-_ZT— \F+-_A=1+—HALFE

2R B

2018 2017

—E-N\F —=—t%

HK$'000 HK$'000

THT FAT

Beginning of year F¥) 1,100 -
Extinguished during the year (Note) FABE KK () (500)

Addition during the year F RN - 1,100

At end of year FR 600 1,100

Less: non-current liabilities o FERBEE - (1,100)

At end of year and classified as RERRIIRIERBEE
current liabilities 600 -

Note:

Pursuant to the terms of the respective tenancy agreements entered into by
the Group, the Group is required to return certain of its leased properties to
the conditions as stipulated in the respective tenancy agreements at the
expiration or sooner determination of the corresponding lease term as
appropriate. The provision for reinstatement costs was estimated based on
certain assumptions and estimates made by the directors with reference to
quoted prices. The assumptions and estimates are reviewed on an ongoing

basis and revised as appropriate.

BT -

RBAEBEMI LN ARBEEBROGR  AEH
ARNEBEREHEE THENERESABEEE
W P A E RO - SAVEE R TIREEEAE
HEH - ERRABEDREZEESEREMED
ETRREMEAEE - ZSBRRMIAEFHERGER
R WRNEE R ELER -
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

35. RESERVES

The amounts of the Group's reserves and the movements
therein for the current and prior years are presented in the
consolidated statement of changes in equity on pages 82

and 83 of the consolidated financial statements.

(@) Share premium
The share premium account of the Group includes: (i)
the premium arising from the issue of new shares in
prior years; (i) the expense incurred in connection with
issuance of new shares in prior years; (iii) dividends
declared and paid in prior years; and (iv) amount
transferred from share-based compensation reserve

upon exercise of share options.

(b) Capital reserve
The capital reserve represents the excess of paid-in
capital of the companies comprising the Group.

On 1 March 2018, a subsidiary of the Group issued 100
preference shares without voting rights at US$10,000
per share to an individual who is an independent third
party. Between 19 November 2018 to 23 December
2018, the subsidiary further issued 54 preference shares
without voting rights to six independent third party
individuals at US$16,000 per share. The aggregate
proceeds from the issuance of preference amounted to
approximately HK$14,568,000 was credited to the
capital reserve.

(c) Exchange fluctuation reserve
Exchange fluctuation reserve comprises all foreign
exchange differences arising from the translation of the
financial statements of foreign operation whose
functional currencies are different from that of the

Company'’s functional currency.
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36. PARTLY-OWNED SUBSIDIARY WITH 36. BAOBEBEZHBRARE(EEKX
MATERIAL NON-CONTROLLING INTEREST FERER)
Details of the Group's subsidiary that has material non- EHEERNFEERER CAEENE QR

controlling interest are set out below:

(i)  Mercury Union Limited

T -

(i)  Mercury Union Limited

2018 2017
—E—\F —EFE—F
HK$'000 HK$'000
TExT T
Percentage of equity interest held 1 JEFE A% #E 25 Mercury Union
by non-controlling interest Limited 5 ECFff & 2 7]
Mercury Union Limited and its (TMercury &E )3 H 2
subsidiary (the “Mercury Group”): BRFER DL - 49% 49%
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

36. PARTLY-OWNED SUBSIDIARY WITH 36. MOEBEZHBRAR(EEKR
MATERIAL NON-CONTROLLING INTEREST FFEIRRER) ()
(continued)
(i)  Mercury Union Limited (continued) (i)  Mercury Union Limited (&)
The following table illustrates the summarised financial 2K 5 B Mercury & B 2 81 75 & &}
information of the Mercury Group. The amounts BE - WESE D AEBEREEIEA
disclosed are before any inter-company eliminations: - I
2018 2017
—E-N\F —E—+F
HK$'000 HK$'000
TFHxT FH&TT
Total expense for the year FRERYZ (48,492) (7,741)
Loss for the year FNEE (16,092) (7,741)
Total comprehensive loss for the year N2 H/BERTE (16,484) (7,741)
Loss for the year allocated to 7 BE Z Mercury & &
non-controlling interest of the eI s 2 FAEIE
Mercury Group: (7,885) (3,793)
Current assets MEEE 72,900 7,254
Non-current assets FRBEE 263,141 204,649
Current liabilities mEAE (144,221) (248,569)
Non-current liabilities ERBEE (234,889) -
Net liabilities BEFHE (43,069) (36,666)

Accumulated loss of non-controlling RERE B B Mercury &£
interest of the Mercury Group at the SRR R BEHETR ¢

reporting date: 26,017 17,940
Net cash flows used in operating KEEEFMARESRE TR

activities (211,131) (2,627)
Net cash flows used in investing KEEBFRRSREF5E

activities (10,962) -
Net cash flows generated from BEEBAMSRENEFE

financing activities 216,520 -
Effect of foreign exchange rate change 4N R & &) 7 /£ (32) -
Net decrease in cash and cash BRe MRS EBYRLFE

equivalents (5,605) (2,627)
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36. PARTLY-OWNED SUBSIDIARY WITH 36. BAOBEBEZHBRARE(EEKX
MATERIAL NON-CONTROLLING INTEREST IR RERS) (@)
(continued)
(i) Higgs Dynamics Limited (i)  Higgs Dynamics Limited
2018 2017
—E—)\¥ —=E—tF
HK$'000 HK$’'000
TR TR

Percentage of equity interest held eI ?ﬁ*%ﬁﬁibj]

by non-controlling interest Higgs B (8 BRA
Dynamics Zhuhai Company Limited ([FA&ETE A ])
("Higgs Dynamics”): P B o L 40% N/A T
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

36. PARTLY-OWNED SUBSIDIARY WITH 36. BOBEBEZHMEBAR(SEX
MATERIAL NON-CONTROLLING INTEREST FEERER) ()
(continued)
(i) Higgs Dynamics Limited (continued) (i)  Higgs Dynamics Limited (4&)
The following table illustrates the summarised financial TR A RETE) H 2 B &R
information of Higgs Dynamics. The amounts disclosed Z o oWESBHNEBMEHEI &
are before any inter-company eliminations: 25
2018 2017
—E-N\EF —E—F
HK$'000 HK$'000
FHET FH&T
Total expenses BRI (13,869)  N/ATIEH
Loss for the year FREE (13,869) N/ATEMA
Total comprehensive loss for the year F N2 HEEREE (13,532) N/ATiEA
Loss for the year allocated to DEEEFIEHTE) S 3E
non-controlling interest of the ERER 2 FAERE
Higgs Dynamics: (5,547)  N/ATER
Current assets M EE 2,601 N/A i A
Non-current assets IEREEE 133 N/A T3 A
Current liabilities mENE R (1,928) N/ATEMA
Net assets BETAE 806 N/A 738

Accumulated balance of non-controlling W% B Hi#& 1% 1) 1
interest of the Higgs Dynamics at the PR A 2 2 BET 4

reporting date: 4,409 N/A 3
Net cash flows used in operating KB EBTAR S RE F5E

activities (14,264) N/ATEA
Net cash flows used in investing KEEEMAREREFRE

activities (378) N/ATEHA
Net cash flows generated from MEEHEREEREFEE

financing activities 14,709 N/A 1 3E A
Net increase in cash and cash e kR SEMEINFEE

equivalents 67 N/A i A
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37. NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS

(a)

During the year, the Group entered into tenancy
agreements in respect of certain of its office premises
and under operating leases. Pursuant to the terms of
respective tenancy agreements entered into by the
Group, the Group is required to restore the leased
properties to the conditions as stipulated in the tenancy
agreements. Accordingly, a provision for reinstatement
costs in respect of the leased properties of the Group
amounting to approximately HK$600,000 (2017:
HK$1,100,000) was recognised and these costs were
included as part of the cost of the property, plant and
equipment of the Group and reflected as additions to
leasehold improvements of the Group during the

current year.

On 26 October 2017, the Group entered into a share
purchase agreement with an independent third party
(the “Seller”) whereby the Seller agreed to sell and the
Group agreed to acquire 51% equity interest and
shareholder’s loan in Mercury Union Limited for a
consideration of US$15,300,000 (equivalent to
approximately HK$119,340,000) satisfied by a
promissory note issued by the Group for assignment of
the shareholder’s loan due to the Seller by Mercury
Union Limited on the date of completion of the
transaction under the share purchase agreement,
details of the promissory note are set out in Note 29(c)
(i) to the consolidated financial statements. Mercury
Union Limited is engaged through its wholly-owned
subsidiary in property investment with land and
buildings located in the United States. As the Mercury
Group did not carry out any significant business
activities except for holding an investment property,
the acquisition was accounted for by the Group as an
asset acquisition during the year ended 31 December
2017.

B SR M vt

For the year ended 31 December 2018
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3. ZERERERMEE

(a)

FA-AKEREETHAEY X
REEHETVHERS - REAX
SEFTET A A B & 1 70 1
F o AREEREEMEREEZN
BAE E 175 P AR RE ORI © B
EERASEHENEZHBEERR
X 7N # # 49600,000 7T( = &
—+ % :1,100,00087T) © M&ZZE
AT AREEYE - BB &K
BRA—E M - WINRARFREARE
EREMREEZIEM -

RZE—+F+HZ+T"B K&
.Eﬁi—%ﬁiﬁzﬁwaﬁﬁﬂi
RipEE = Bt EARER
& A K B R E W EMercury
Union Limited #951% % # & IR &
B3k {8 A15,300,0002 7T (17
EP#9119,340,000787T) - BIARE
BETHALRBREN UBER
Mercury Union Limited i1 8 B
MERETRSTHKEARNER Z

RERER - BEARRBENFER
&R A B T R R W EE29(c)i)
Mercury Union Limited #EiBH & &
MEBARNEER L REFHNY
EIRE - B Mercury R BIBR 5 H
KEMZEIN - WA EAFERE
B ERRBRBEE_T—+F
TZA=+—BIEFEEHEAKEE
REEWEANR -
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For the year ended 31 December 2018
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37. NOTES TO THE CONSOLIDATED 37. RERERERMEE @
STATEMENT OF CASH FLOWS (continued)
(b) (continued) by (&)
The assets and liabilities acquired by the Group in the REBR LM ZHREREBRNEE
above transaction are as follows: REafmT
Notes HK$'000
Mt FAT
Assets and liabilities acquired: BEWBEERAR
Investment property LEME 16 218,452
Property, plant and equipment W - BB MERE 15 753
Cash and bank balances B MIRTT4 9,372
Loan from a non-controlling shareholder B —#3F#% PRI R E K (114,469)
Other payables H M FUR (8,915)
Total identifiable net assets BAFEERE 105,193
Non-controlling interest PR = 14,147
Satisfied by: AT AR
A promissory note issued by the Group ~ AKBIZEITHIAL TR 119,340
An analysis of the net inflow of cash and cash FRANBEEENREMREEEY
equivalents in respect of the asset acquisition is as MAFER DT
follows:
HK$'000
FHET

Cash and bank balances acquired and EWIBE & MIRTTAESR AR A B
net inflow of cash and cash equivalents ~ BEENHR G KR FEWRA

in respect of the asset acquisition HE 9,372

222 HongDa Financial Holding Limited 5.3 @ @A AR A A



Notes to the Consolidated Financial Statements

ARE

37. NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS (continued)

(c)

Disposal of subsidiaries
Year ended 31 December 2018

On 28 December 2018, the Group disposed of its
entire equity interest of two wholly-owned subsidiaries
in financing services and investments segment to four
individual third parties at a total consideration of
HK$500,000. A loss on disposal of subsidiaries
amounting to approximately HK$1,001,000 was
recognised during the year ended 31 December 2018.
The loss on disposal of subsidiaries in included in
"Other expenses” in the consolidated statement of
profit or loss. At the date of disposal, the carrying
amounts of assets and liabilities are summarised as

follows:

B SR M vt

For the year ended 31 December 2018
BHE_Z— \F+ZA=1+—HLFE

3. MEBRERERMT @

(0

HEKNBATR
B8E—_2—-N\F+-A=+—HL
FE

RZT—NFE+=ZA=+/N\HB " LK
EEMEOABMAZE=FHEER
HEEHBA ﬂmmﬁﬂﬁﬁ‘%&&én
ey 2 EpARHE - (8 /& 500,000
T e ﬁif:—;—/\iwL H
=t+—HIEFEERLEWNEA
/E518 491,001,000 7T ﬁ%%%
ARBEFALEBER [HMH
X -REEBH BERARE
EEfRnT

Notes HK$' 000
Kt T#ET
Net assets disposed of: BHERERE:
Property, plant and equipment Y - BB MR 15 2,582
Prepayments, deposits and other BARE - BE Rk
receivables Hh U RIAR 1,309
Loan and loan interest receivables W E R R ERFIE 153
Cash and bank balances e RIRITHEH 4
Other payables H b pE{~ 50E (2,547)
Net assets disposed of BHEEEFE 1,501
Loss on disposal of subsidiaries HEWB AR ZEE 10 (1,001)
Consideration, satisfied by cash RE - UEER 500
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For the year ended 31 December 2018
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37. NOTES TO THE CONSOLIDATED 37. ZEREREXRKMT @)
STATEMENT OF CASH FLOWS (continued)
(c) Disposal of subsidiaries (continued) (c0 HEKHELR(E)
Year ended 31 December 2018 (continued) g8E—_Z=E—)I\F+-BA=+—HL
FE ()
An analysis of the net outflow of cash and cash HEWNBARIZESRRSEEY
equivalents in respect of the disposal of subsidiaries is ZIRRE DR
as follows:
2018
—E-N\FE
HK$’000
TH&T
Cash consideration BERE 500
Cash and bank balances disposed of BEHER S RIRITHELR (4)
Net inflow of cash and cash equivalents HERBATIZES R
in respect of the disposal of subsidiaries ~ RE&ZEWFRA 496
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37. NOTES TO THE CONSOLIDATED 37. ZEBHEREXRMT @
STATEMENT OF CASH FLOWS (continued)
(d) Changes in liabilities arising from financing (d BMETBHELEZEELSD
activities
Bank and
other Convertible
borrowings bonds
RITR
HMEE AR ES
HK$'000 HK$'000
TET FET
At 1 January 2017 RZF—+tF—H—H 186,830 211,240
Changes from financing cash flows RERSR=EE
Proceeds from new convertible bonds 7 8] # % {& 5 FT 18 3418 = 199,669
Proceeds from new bank and other FIGERIT R E At R F0E
borrowings 257,505 -
Repayment of bank and other EERTT REAMER
borrowings (190,839)
Interest paid =ERp (24,446) (14,779)
42,220 184,890
Other changes Hith & Fh
Interest expense e 28,754 45,524
Accrued interest FEET AR (4,321) (614)
Fair value gains on derivative ARFESITEER T A
financial instruments in Z A EWZE - —
relation to convertible bonds - (53,373)
Increase arising from acquisition W BB B EE P EE A 2 38 0
of assets 119,340 —
Foreign exchange movement AINPEE S ) 3,330 -
147,103 (8,463)
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For the year ended 31 December 2018
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37. NOTES TO THE CONSOLIDATED

37. ZEBRERERMT &)

STATEMENT OF CASH FLOWS (continued)
Changes in liabilities arising from financing dy BMETBELE2EEEH

(d)

HongDa Financial Holding Limited 5.3 @ @A AR A A

activities

Bank and
other  Convertible
borrowings bonds
B|ITR
Hth 5 5% A 88 B R %5
HK$'000 HK$'000
T FH&TT
At 31 December 2017 and RZE—+tF+=-A=1+—H
1 January 2018 kZZF—N\F—A—H 376,153 387,667
Changes from financing cash flows BERERELZH
Increase of new interest-bearing FIgET B A A FIE AN
other borrowings 385,762 -
Interest paid EfFE (30,803) (42,063)
Repayment of bank and other {838 R1T SR B AR fE K
borrowings (43,299) -
311,660 (42,063)
Other changes H th B &)
Interest on convertible bonds AR E SRR - 91,554
Interest on bank and other R1T R EAAEFRAE
borrowings 64,285 -
Accrued interest FEET B (33,482) -
Fair value gains on derivative financial AI#RESFITESR T A
instruments in relation to convertible < AP A
bonds - (90,793)
Loss on modification of a convertible AR EFER] 518
bond - 5,700
Foreign exchange movement HINGE B Ep (3,088) -
27,715 6,461
At 31 December 2018 =2-N\F+=-A=+—H 715,528 352,065
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mm

38. CONTINGENT LIABILITIES

(@)

As at 31 December 2018, the Group provided a
corporate guarantee in favour of an independent third
party in respect of a loan facility granted to an associate
of the Group up to an aggregate amount of
approximately HK$204,960,000 (2017: HK$204,960,000),
of which approximately HK$17,656,000 (2017:
HK$23,096,000) has been utilised.

As at 31 December 2016, the Group had given a
guarantee to a landlord in connection with a tenancy
agreement entered into by a subsidiary of the Company
for the leasing of an office premise. The total minimum
lease payments under the corresponding non-
cancellable lease amounted to approximately
HK$1,711,000 during the prior year and the lease was
expired in May 2017.

39. PLEDGE OF ASSETS

Details of the Group's assets pledged for the Group's other

borrowings are included in Notes 15, 23 and 29, respectively

to the consolidated financial statements.

B SR M vt

For the year ended 31 December 2018
BHE_Z— \F+ZA=1+—HLFE

38. WAREE

2,

(a)

R-ZB-N\FE+-_A=+—HB &
SE LA B — R B N R R
ERRMERN—BYE=RHELQA

ER L& F&xS 4 204,960,000
B (ZZ—+4F :204,960,000)

H AR #917,656,0008 T (=T —+
% : 23,096,000 T)ETEA -

RZE—R"E+ZA=+—H8" ' &
EER—HBEARF—HREAR
HE—HRAEWMEME] L 2 HE W
A ERMEER o AR RS
HEMRRFERBERBEEELNS
1,711,000 7T EERZ=ZZ—t
FHAFIE -

EERH
IASEEMESFERZAREEE
FHEDRER A MWK 5 - 23
}29 -
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

40. OPERATING LEASE ARRANGEMENTS

(@) As lessor

The Group leases its motor vehicles under operating
lease arrangements with leases negotiated for terms B
ranging from one month to five years (2017: one month
to five years) while certain leases can be early
terminated by serving seven days to two months’ (2017:
three days to two months’) notice or paying 10% to
100% (2017: 20% to 100%) of total remaining unpaid

leases payments.

At 31 December 2018, the Group had total future
minimum lease receivables under non-cancellable

operating leases with its customers and tenants falling

B ISR M vt

40. REHEZH
(@) fEAREMER
F(ZE—+tF:
(ZF—+tF:

%2 100%

$%$ETFZ‘“§£$E&*?3FEE/W
KREFMBEBEN T —1E
—ERAERF) -
HETHOTEREEXRE
= REMEA)BA
M T BT A AHEESA10%
ZE -+ F:20%E
100%) &3 FH IE o

i 1 A

RZZE-—NF+ZA=+—H ' &
SEREEEEEREPIIZNHN
AR SR E RN AT HEEIE

due as follows: WARRREEKBERBELEN
T
2018 2017
—Z2—\F —+t
HK$'000 HK$'000
FHET FHETT
Within one year —FR 8,532 10,502
In the second to fifth years, inclusive —HEEERF(BREEEMF) 2,505 -
11,037 10,502

HongDa Financial Holding Limited 5.3 @ @A AR A A
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40. OPERATING LEASE ARRANGEMENTS

(continued)

(b)

B SR M vt

For the year ended 31 December 2018
HE-T - N\GE+_A=1+—HBLEE

40. REHEEZH ®)

As lessee (b) fEREMER

The Group leases its office premises and certain of its AEEREBEELHEELTHHEH B
motor vehicles under operating lease arrangements, REMERETAE  KEHNE
with leases negotiated for terms ranging from one to PN F—2+F(ZF—tF: —
ten years (2017: one to five years) while certain leases Z2HEF) ETHLY BB ARG
can be early terminated generally by serving five days ARERNBEA(ZZE—+F: AKX
to six months’ (2017: five days to one month’s) notice — @A) BAMEs T T A
or paying 15% to 50% (2017: 15% to 50%) of total SNEEMI5%E50%(—F—+

remaining unpaid leases payments. F15%E50%) 1% - REHILE -
At 31 December 2018, the Group had total future RZE—N\F+_A=+—H &
minimum lease payments under non-cancellable EEBRBETAIHEELEHEBZR A

operating leases falling due as follows: THAR R BA R R R S BB & 58

BT

2018 2017

—B-N\F T—tF

HK$'000 HK$'000

FERT FHETT

Within one year —FA 29,462 21,092

In the second to fifth years, inclusive ~ £ _FZERF (BIEREMF) 4,894 16,455

34,356 37,547

41. COMMITMENTS 41. A

In addition to the operating lease commitments detailed in

B £ XXM SE40(b) AT st 2 48 & T B A

Note 40(b) above, the Group had the following capital N REREHAR - ANE B 2 & A EEND
commitments at the end of the reporting period: S e
2018 2017
—B-N\F —+F
HK$'000 HK$'000
TF#x THBT
Contracted, but not provided for: BRI ERGHEER
Capital contribution payable to I ETRAREENZEE
unlisted equity investments 136,181 26,376
Annual Report 2018 —Z— \FER
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

42. RELATED PARTY TRANSACTIONS

In addition to the transactions detailed elsewhere in these
consolidated financial statements, the Group had the

following transactions with related parties during the year:

Compensation of key management personnel of the Group,
including amounts paid or payable to the Company’s

directors, is as follows:

42.

BEALRS
RS AU IEMR LMD
R B+ AEE L EEEA LT T

R

AEBT2EEABZHFH  BEEHN
HEMNTFARRETZSRAT

2018 2017

—E-N\E —ZT—+F

HK$'000 HK$000

THET THETT

Short term employee benefits EEE RN 10,544 8,113

Post-employment benefits BEER IR B A 239 45
Total compensation paid or payable to ~ MIEZEHE A&

key management personnel FERT BB & 4858 10,783 8,158

Further details of directors’ emoluments are included in Note
11 to the consolidated financial statements.

HongDa Financial Holding Limited 5.3 @ @A AR A A
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43. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial

For the year ended 31 December 2018
HE-_ZT— \F+-_A=1+—HALFE

43. RERIE PN TAE
MRIBEHF - SEMETAOEEED

instruments as at the end of the reporting period are as g
follows:
2018 —E-N\E
Financial assets SHEE
Financial
assets at Financial
fair value assets
through at amortised
profit or loss costs Total
BOTE BRESRE
RARRZ HEZ
SMEE SMEE et
HK$’000 HK$'000 HK$’000
F#&x FET FExT
Trade receivables M BR R - 746,139 746,139
Financial assets at amortised FTATENFIE - e Kk
costs included in prepayments, ~ H{th fEUTRIE 2 1%
deposits and other receivables B EAFTEMN S RIEE - 344,631 344,631
Financial assets at fair value AT EGAEB A
through profit or loss TREE 543,700 - 543,700
Restricted cash ZR&3R & - 11,973 11,973
Cash and cash equivalents B RN EEY - 17,912 17,912
543,700 1,120,655 1,664,355
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

43. FINANCIAL INSTRUMENTS BY CATEGORY

(continued)

2018 (continued)

43. RERE T EIT R @)

—E-NFEE)

Financial liabilities SHEE
Financial
liabilities at Financial
fair value liabilities at
through amortised
profit or loss cost Total
BOTE BRESRF
RARRZ HEZ
SRR SRR et
HK$'000 HK$'000 HK$'000
F#&xT FET FExT
Derivative financial instruments #7444 gt TE 6,620 - 6,620
Trade payables JERTRRK - 2,401 2,401
Amounts due to joint ventures  EA & A RIFIA - 2,462 2,462
Financial liabilities at amortised aJr)\EM}EH,T I=PNg
costs included in other FERTIRIE 2 1R 5H
payables and accruals KA ENEREBE - 137,583 137,583
Convertible bonds BRI - 345,445 345,445
Interest-bearing bank and FPERITRAEMER
other borrowings - 715,528 715,528
6,620 1,203,419 1,210,039

HongDa Financial Holding Limited 5.3 @ @A AR A A
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For the year ended 31 December 2018
HE-_ZT— \F+-_A=1+—HALFE

43. FINANCIAL INSTRUMENTS BY CATEGORY  43. ##¥EHE 7K T E @)

(continued)

2017 —E—+E
Financial assets CHEE
Financial
asset at Available
fair value for-sale
through Loans and financial
profit or loss receivables assets Total
BATE
FABREZ EXR A&
SHEE MR SREE B
HK$'000 HK$'000 HK$'000 HK$'000
THT THT THT THT
Available-for-sale investments A ERE = - 203,813 203,813
Trade receivables JE IR - 1,018,088 - 1,018,088
Loan receivable FERER - 15,629 - 15,629
Financial assets included in FIATBITHIE -
prepayments, deposits and Be REAER
other receivables HENEREE = 115,511 = 115,511
Amount due from a joint venture  EIR—FRAE A RIFIA - 17,713 = 17,713
Derivative financial instrument THESRMIA 68 - - 68
Debt component of an acquired BB AT RBES
convertible bond R ERSE - 38,846 - 38,846
Restricted cash XRHRE = 11,974 = 11,974
Cash and cash equivalents HERREEEY = 29,409 = 29,409
68 1,247,170 203,813 1,451,051
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

43. FINANCIAL INSTRUMENTS BY CATEGORY

(continued)

2017 (continued)

43. RERE T EIT R @)

—EB-tE(E)

Financial liabilities SHEE
Financial
liabilities at
fair value Financial
through liabilities at
profit or loss amortised cost Total
ZAFE 1B SE R AR
FFAEZEZ Bk 2
TRIBE TRIBE #Et
HK$'000 HK$'000 HK$'000
FHET AT T
Derivative financial instruments #7444 gt TE 70,813 = 70,813
Trade payables JERTRRK - 126 126
Financial liabilities included in %] A H b fE {5t 7708 &
other payables and accruals EAREy S EE = 138,231 138,231
Convertible bonds ] fE = 316,854 316,854
Interest-bearing bank and other &t B R/1TREMEE
borrowings = 376,153 376,153
70,813 831,364 902,177

HongDa Financial Holding Limited 5.3 @ @A AR A A
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Notes to the Consolidated Financial Statements

FAIR VALUE AND FAIR VALUE HIERARCHY

OF FINANCIAL INSTRUMENTS

The carrying amounts and fair values of the Group’s financial
instruments, other than those with carrying amounts that

reasonably approximate to fair values, are as follows:

A IS Rk Y Rt

For the year ended 31 December 2018
HE-_ZT— \F+-_A=1+—HALFE

44, IR TENAFERLAFEE
PN
BEEESEEALATEHETA
oh . REBIPETE Y EEERAFE
T

Carrying amounts Fair values
RE T (B DFE
2018 2017 2018 2017

ZE—N\F —T—+F ZB—N\E —T—LtF
HK$'000 HK$'000
THRT TATT THRT FAT

HK$'000 HK$'000

Financial assets: EREE :
Financial assets at fair value &R EFT AlE:

through profit or loss e pEE 543,700 - 543,700 -
Available-for-sale AHEERE
investments - 203,813 - 203,813
Derivative financial PTESRTE
instruments - 68 - 68
Debt component of EE I RRES 2
an acquired RE5 =1
convertible bond - 38,846 - 39,239
543,700 242,727 543,700 243,120
Carrying amounts Fair values
IRE{E NFEHE
2018 2017 2018 2017
“E—-N\E —T+F ZB—I\E T tF
HK$'000 HK$'000 HK$000 HK$'000
FTHET FAETT THET T3
Financial liabilities: EEAE -
Derivative financial TESRTITA
instruments 6,620 70,813 6,620 70,813

Convertible bond liability

component

ARRES 2 BRED
345,446 316,854

367,110 333,617

352,066 387,667

373,730 404,430
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

44. FAIR VALUE AND FAIR VALUE HIERARCHY 44, BT ENAFER A FEE

OF FINANCIAL INSTRUMENTS (continued)

Management has assessed that the fair values of cash and
cash equivalents, restricted cash, trade receivables, loan
receivable, trade payables, financial assets included in
prepayments, deposits and other receivables, financial
liabilities included in other payables and accruals, the current
portion of interest-bearing bank and other borrowings, and
amounts due from joint ventures approximate to their
carrying amounts largely due to the short term maturities of

these instruments.

The fair values of the financial assets and liabilities are
included at the amount at which the instrument could be
exchanged in a current transaction between willing parties,

other than in a forced or liquidation sale.

The following methods and assumptions were used to

estimate the fair values:

The fair values of the non-current portion of interest-bearing
bank and other borrowings have been calculated by
discounting the expected future cash flows using rates
currently available for instruments with similar terms, credit
risk and remaining maturities. The Group’s own non-
performance risk for interest-bearing bank and other
borrowings as at 31 December 2018 and 2017 was assessed

to be insignificant.

As at 31 December 2018, the fair value of financial assets at
fair value through profit or loss (2017: unlisted available-for-
sale equity investment) was determined using the market
approach and binomial pricing model based on arm’s length
third party transactions (2017: market approach and binomial
pricing model based on arm'’s length third party transactions).

The fair value of the liability portion of the convertible bonds
is estimated by discounting the expected future cash flows
using an equivalent market interest rate for a similar
convertible bond with consideration of the Group’s own non-
performance risk. Derivative financial instruments are

measured using present value calculations.

HongDa Financial Holding Limited sAZE®@ZER AR A

YD)

BEREMTE TTERBORES
@Y SREBES  BRER - B
B EAEXR- STAEMKE- B
REMERRBOSREE « AR
R RERETRENSREE A
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For the year ended 31 December 2018
HE-T - N\GE+_A=1+—HBLEE

44. FAIR VALUE AND FAIR VALUE HIERARCHY 44, BT ENAFER A FER

OF FINANCIAL INSTRUMENTS (continued) € )
Below is a summary of significant unobservable inputs to the TRER-ZE—NER_ZT—+F+—
valuation of financial instruments in Level 3 fair value A ——f——EI%— NEEAETHEIAE
measurements together with a quantitative sensitivity analysis FEEZEATAERGABEHEER
as at 31 December 2018 and 2017: EEFRE DI

Valuation Significant Sensitivity of fair

technique unobservable input Amount value to the input

{GERE EXTAHERANE BE BEBZOATEZHBE

As at 31 December 2018
R=Z-N\E+ZH=+—H

Unlisted equity investments  Market approach Third party pricing HK$483,472,000 5% increase/decrease in third

FLMERRE T 07 E=HER 483,472,000/  party pricing information would
result in increase/ decrease in
fair value by approximately
HK$24,174,000/ HK$24,174,000

EZHEBEREI B 5%

BEBRTEEM HD
424,174,000 87,/
24,174,000/87C

An acquired Binomial model Volatility 50.04% 5% increase/decrease in volatility
convertible bond — IR R KR would result in increase/
BMEEAARES decrease in fair value by
HKS$ Nil/HK$ Nil
I, A D 5% 158 H
AFEEM B
3 /%71:/ BT

Liquidity spread 3.90% 5% increase/decrease in liquidity
mEHEE spread result in decrease/
increase in fair value by
approximately HK$93,000
MEMEEZIEM, WD 5% EH
DFERD, K 93,000/57
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

44. FAIR VALUE AND FAIR VALUE HIERARCHY  44. BiI BT AN AFER LA FEE

OF FINANCIAL INSTRUMENTS (continued) - EE))
Valuation Significant Sensitivity of fair
technique unobservable input Amount value to the input
{HERE EXFUHREARE Bl BREZAFEZRRE

As at 31 December 2018
(continued)

RZB-N\§+-RA=+-8

(#)

Derivative financial Binomial model Volatility 70%-91% 10% increase/decrease in volatility
instruments of —AR R ] would result in increase/
convertible bonds decrease in fair value by

THRREFZITEERIA approximately HK$3,219,000/

HK$2,899,000
RIBEIN,/ D 10% G5
NEEEM/ B
£73,219,0007%7,
2,899,000757T
Liquidity spread 7.50%-13.40% 1% increase/decrease in liquidity
mEILEE spread result in decrease/

increase in fair value by
approximately HK$3,910,000/
HK$3,995,000

REEEEEM, B 1% FK
NEERD, /0
473,910,000,/
3,995,000/ 7T

Discount rate 13% 1% increase/decrease in discount
BRI % rate result in decrease/increase
in fair value by approximately
HK$3,510,000/HK$3,587,000
BER IR 1% B 5
AFERD, /K
#3,510,0003 7T,
3,587,000/ T
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For the year ended 31 December 2018
HE-_ZT— \F+-_A=1+—HALFE

44. FAIR VALUE AND FAIR VALUE HIERARCHY 44, BiI BT AN AFER LA FEE

OF FINANCIAL INSTRUMENTS (continued) &)
Valuation Significant Sensitivity of fair
technique unobservable input Amount value to the input
HERE EXARRGANE BE BRECOTFEZHBE

As at 31 December 2017
RZZ—tF¥+ZA=+—-H

Unlisted available-for-sale Market approach Market value HK$203,813,000 5% increase/decrease in third
equity investments GRS [k party pricing information would
FEMAUELERRRE result in increase/ decrease in

fair value by approximately
HK$10,191,000
2038130007 F=/7EEAREM, HD 5%
REHRTEEN/ROH
10,191,000 7T

Derivative financial Binomial model Volatility 50.93% 5% increase/decrease in volatility
instrument of Acquired — AR R L] would result in increase/
Convertible Bond decrease in fair value by

BYEBEIERESZ approximately HK$26,000/
TESBIA HK$21,000

KB L7t/ T 5%

EUNTEEMBOH
26,0007 7T,/21,00078 T

Liquidity spread 3.57% 5% increase/decrease in liquidity
mELEE spread result in decrease/
increase in fair value by
approximately HK$148,000/
HK$149,000
RENEEE LTt/ T 5%
BERATERD /EME
148,0007%7T,/149,000/87
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

44. FAIR VALUE AND FAIR VALUE HIERARCHY  44. BiI BT AN AFER LA FEE

OF FINANCIAL INSTRUMENTS (continued) - EE))
Valuation Significant Sensitivity of fair
technique unobservable input Amount value to the input
GERE EXTTHRRGBARE B BREZAFEZHBE

As at 31 December 2017

(continued)

RZ8—t&+ZA=+-H
(&)

Derivative financial Binomial model Volatility 48%-61% 10% increase/decrease in volatility
instruments of —IER R R would result in increase/
convertible bonds decrease in fair value by

MHREAFTEERIA approximately HK$12,195,000/

HK$14,038,000
B LT/ TR 10% 1
BHRATEEN/RBIH
12,195,000,/
14,038,000/ 7T
Liquidity spread 7.48%-10.66% 1% increase/decrease in liquidity
mELEE spread result in decrease/

increase in fair value by
approximately HK$6,414,000/
HK$6,608,000
REEEE LTt/ TR 1%
BEHRTERD /L8
6,414,000/87T,/6,608, 000787

Discount rate 10% 1% increase/decrease in discount
B rate result in decrease/increase
in fair value by approximately
HK$3,653,000/ HK$3,756,000
B EF/ TR1%
BERATERD /D
3,653,000 7T,/3,756,000 7
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For the year ended 31 December 2018
HE-_ZT— \F+-_A=1+—HALFE

44. FAIR VALUE AND FAIR VALUE HIERARCHY 44, BiIi BT AN AFER LA FEE

OF FINANCIAL INSTRUMENTS (continued)

Valuation techniques and inputs used in Level 2 fair
value measurements

The fair value of the financial assets is determined based on
executable quotes provided by investment fund managers.

Fair value hierarchy
The following tables illustrate the fair value measurement

hierarchy of the Group's financial instruments:

Assets measured at fair value:

YD)

B RN T B FERNGEES S
R A S
SREEZATFENERRERSGEE
PR AT T REBETE -

AVEBR
TRIRASEEHH A AFENE
B -

NAFEHBORE :

Fair value measurement using

RALUTHAHELFE

Quoted prices

Significant Significant

in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
BB EXTHRE EXFTUTHER
HikE BABE BABE
(8B—1%) (B=®) (B=#) “a
HK$'000 HK$'000 HK$'000 HK$'000
TET FET FET FET
As at 31 December 2018 A_Z2—-N\E+=-B=+—-H
Financial assets at fair value BAFEF A B
through profit or loss: PHEE
An acquired convertible bond B TR AR & 55 - - 39,659 39,659
An unlisted fund investment FELETESKRE - 20,569 - 20,569
Unlisted equity investments FLEmESRE - - 483,472 483,472
- 20,569 523,131 543,700
As at 31 December 2017 R-ZE—t¥+=-A=1+-H
Available-for-sale investments: AHERE
Unlisted equity investments FEmERRE - - 203,813 203,813
Derivative financial instrument of 2B ATHRES 2
an acquired convertible bond TEeRIE - - 68 68
4 . 203,881 203,881
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

44. FAIR VALUE AND FAIR VALUE HIERARCHY
OF FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy (continued)

Assets measured at fair value: (continued)

44. I TEMNAFERAFEE

DR EER(E)
URFPEGTENEE : (18)

i

The movement in fair value measurement within Level 2 FRE-_FZ2 AT EFEEEHNOT ¢
during the year is as follow:
2018 2017
—E-N\F —E—tF
HK$'000 HK$'000
TExT TA&TT
At 1 January m—H—H - =
Transfer from long-term deposit = HATF AR 100,000 -
Fair value loss recognised in the Wiz EERERT AR
consolidated of profit or loss WA R mm AT EEE
included in other income and gains (79,431) =
At 31 December Rt+-—A=+—H 20,569 —
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For the year ended 31 December 2018
HE-ZT - \F+-_A=1+—HIFE

44. FAIR VALUE AND FAIR VALUE HIERARCHY 44, BT ENAFER A FER

OF FINANCIAL INSTRUMENTS (continued) A=)

Fair value hierarchy (continued) NFEBR(E)

Assets measured at fair value: (continued) LA FEFENEE | (58)

The movements in fair value measurements within Level 3 FRNE=ZFZ2AFEFTEESHOT :

during the year are as follows:

2018 2017
—B-N\F —E—tF
HK$'000 HK$'000
FTHET T
As at 1 January W—H—H 203,881 112,000
Impact of adopting HKFRS 9 RS BTG mEER
FOHTE 39,239 —
Purchase of an available-for-sale BEAHEHERE
investment - 69,045
Disposal of an unlisted fund investment HEFLETMESKE (220,000) =
Purchase of financial assets at fair value ~ FEE R RV EFFAEZZ
through profit or loss TREE 243,815 -
Subscription of acquired convertible bond & 2 Wi AIHARE 5 - 1,513
Fair value gain/(loss) recognised in the ~ RERA B RIERTT AEAM
consolidated of profit or loss included WA B Ias ) A A
in other income and gains s/ (B518) 257,002 (1,445)
Fair value gain recognised in other 77\\/ Lt 2 T A TSR Y
comprehensive income N ERE - 22,768
Exchange rate fluctuation EREE) (806) =
As at 31 December Wt-—HA=+—8H 523,131 203,881
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

44. FAIR VALUE AND FAIR VALUE HIERARCHY  44. BiIiB T AN AFER LA FEE

OF FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy (continued)
Liabilities measured at fair value

& s
AFEBE(H)
HUAFEHEZERE

Fair value measurement using

BRAUTHARHELTE
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RiEETE EXTHE EXTUHR
28R BABE BABE
(E—1R) (E=#R) (=) it
HK$'000 HK$'000 HK$'000 HK$'000
THT THT T TH
As at 31 December 2018 R-B—-N\E+ZA=+-H
Derivative financial instrument TEeMIA - - 6,620 6,620
As at 31 December 2017 RZE—+F+-A=1—H
Derivative financial instrument TESMTHE = = 70,813 70,813
During the year, there were no transfers of fair value FRN eHEEREHABES —RESE

measurements between Level 1 and Level 2 and no transfers
into or out of Level 3 for both financial assets and financial
liabilities (2017: Nil).
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44. FAIR VALUE AND FAIR VALUE HIERARCHY
OF FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy (continued)
Asset for which fair value is disclosed

s
%/(/\

B 15 = M 5t

For the year ended 31 December 2018
HE-_ZT— \F+-_A=1+—HALFE

44, IR TENAFERLAFEE
YD)
AFEER(E)
EHBEAFEHNEE

Fair value measurement using

RELTAAHERTE

Quoted prices Significant Significant
in active observable  unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
INEE ik EAAEE BATIER
ZHE BAME BAEK
(B—1%) (B=#R) (B=1) ast
HK$'000 HK$'000 HK$'000 HK$'000
T THET THET T
As at 31 December 2017 R-B—tF+ZA=1+-H
Debt component of Acquired BB R E 5 2 B E S
Convertible Bond - - 39,239 39,239
Liabilities for which fair values are disclosed EXEAFENEE
Fair value measurement using
BAUTAIMHELTEE
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RERTS EXTHE EXTUHR
2R WARE WARE
(E—1k) (E=8]) (E=1#) ot
HK$'000 HK$'000 HK$'000 HK$'000
T THT T THETL
As at 31 December 2018 R-B-N\E+ZA=+-H
Convertible bonds AR ES - - 345,610 345,610
As at 31 December 2017 RZZE—+F+-A=1+—H
Convertible bonds AR ES = = 333,617 333,617
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

B ISR M vt

45. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES

The Group's principal financial instruments, other than
derivatives, comprise interest-bearing bank and other
borrowings, convertible bonds and cash and cash
equivalents. The main purpose of these financial instruments
is to finance/raise finance for the Group’s operations. The
Group has various other financial assets and liabilities such as
trade receivables, loan receivable, financial assets included in
deposits and other receivables, amounts due from joint
ventures, financial assets at fair value through profit or loss,
trade payables and financial liabilities included in other
payables and accruals, which mainly arise directly from its

operations.

The main risks arising from the Group's financial instruments
are interest rate risk, foreign currency risk, credit risk and
liquidity risk. The board of directors reviews and agrees
policies for managing each of these risks and they are

summarised below.

Interest rate risk

As at 31 December 2018 and 2017, the Group is exposed to
fair value interest rate risk in relation to the interest-bearing
bank and other borrowings of the Group with fixed interest
rates. The Group currently does not have any fair value
interest rate hedging policy. However, management will
consider hedging significant interest rate exposure should

the need arise.

HongDa Financial Holding Limited 5.3 @ @A AR A A
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ArE

45. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Foreign currency risk

The Group has transactional currency exposures. Such
exposures primarily arise from certain expenses incurred by
operating units in currencies other than the Group's
operating units’ functional currencies. For the Group's
operating units that have US$ as their functional currency,
their foreign currency transactions during the years ended 31
December 2018 and 2017, and the units’ monetary assets

B SR M vt

For the year ended 31 December 2018
HE-ZT - \F+-_A=1+—HIFE

45. IEEREEBERBE @)

SNE LB

AEERHRZEERR - ZFEARTD
TEHRAARELEEMINEER A
SN EREHENEEEMMEENSET
SHATE - HRAKBUETEREY
REENZEEEN  HREBEE—_Z—N\
ER_FB—tFTHA=T—HLEFE
HIIMNERR 5 - IA R A R & B R 7% B AL A

INEHENEREERAE BHEEN
end of the reporting period were mainly denominated in B E - ARATHETEREN R
HK$. As the HK$ is pegged to the US$ within a narrow band, MRIZE) - NE BB T 7B TR e
the Group does not expect any significant movements in the TeHRFME RS - At 518
uu7%$%lﬁ’3%7|:9|\|:ﬂf5ﬁjlﬂ_§ji

and liabilities denominated in foreign currencies as at the

US$/HK$ exchange rate. Accordingly, management considers

that the Group's foreign currency risk exposure for US$ is not

significant.
The following table demonstrates the sensitivity at the end of TREMBANAREEZRSBE AL #
the reporting period to a reasonably possible change in the B THMEHRFAEZZEBERAT ¥
RMB exchange rate, with all other variables held constant, of N & B 3y 4 B oK 2 B B A BT 48 B B Rk
the Group's loss before tax. EDHT -
Increase/ Increase/
(decrease) (decrease)
in RMB in loss
rate before tax
ARWESR FRIRAIE IR
1/ (Rd) B (D)
% HK$'000
T
2018 —B—N\F
If the HK$ weakens against the RMB WBETHARELE 5.0 (6)
If the HK$ strengthens against the RMB  fisi/& T 55, A REEFHE (5.0) 6
2017 == T
If the HK$ weakens against the RMB aB T ARBE & 5.0 (7)
If the HK$ strengthens against the RMB i3 7T 3, A R HE (5.0) 7
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45. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Credit risk and impairment assessment

The Group primarily trades on credit with recognised and
creditworthy third parties or with customers with long term/
strategic relationships. The receivable balances of the Group
are monitored by senior management on an ongoing basis.
Since the Group primarily trades on credit with recognised
and creditworthy third parties or with customers with long-
term/strategic relationships, there is normally no requirement

for collateral.

Credit evaluations are performed on customers requiring
credit terms. These evaluations focus on the customer’s
history of making payments and current abilities to pay and
take into account information specific to the customer as well

as to the economic environment.

The credit risk of the Group's financial assets, which comprise
trade receivables, loan receivable, financial assets included in
prepayments, deposits and other receivables, amount due
from an associate, financial assets at fair value through profit
or loss, restricted cash and cash and cash equivalents, arises
from default of the counterparty, with a maximum exposure

equal to the carrying amounts of these instruments.

The Group mitigates its exposure to credit risk by placing
deposits with financial institutions with established credit
rating. Given the high credit ratings of the banks,
management does not expect any counterparty to fail to

meet its obligations.

As at 31 December 2017, the Group lent the loan with face
value of US$2,000,000 to an unrelated company of the
Group. The loan receivable was secured by (i) the pledge of
an aircraft leased to the borrower by a company wholly
owned by the borrower's sole director; and (i) 49% issued
share capital of the borrower. As at 31 December 2018, the
loan receivable had been fully impaired.

HongDa Financial Holding Limited 5.3 @ @A AR A A
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45. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Credit risk and impairment assessment (continued)

Concentrations of credit risk are managed by customer/
counterparty, by geographical region and by industry sector.
At the end of the reporting period, the Group had certain
concentrations of credit risk as 33.5% (2017: 47.1%) and
97.9% (2017: 98.4%) of the Group's trade receivables were
due from the Group’s largest customer and five largest

customers, respectively.

Further quantitative data in respect of the Group's exposure
to credit risk arising from trade receivables and loan
receivable are disclosed in Notes 23 and 24 to the
consolidated financial statements, respectively.

Individual credit evaluations are performed on all customers
requiring credit over a certain amount. These evaluations
focus on the customer’s past history of making payments
when due and current ability to pay, and take into account
information specific to the customer as well as pertaining to

the economic environment in which the customer operates.

The Group considers the probability of default upon initial
recognition of asset and whether there has been a significant
increase in credit risk on an ongoing basis throughout each
reporting period. To assess whether there is a significant
increase in credit risk, the Group compares the risk of a
default occurring on the asset as at the reporting date with
the risk of default as at the date of initial recognition. It
considers available reasonable and supportive forwarding-

looking information. Especially the following indicators are

incorporated:
° internal credit rating;
o actual or expected significant adverse changes in

business, financial or economic conditions that are
expected to cause a significant change to the debtor/

customer’s ability to meet its obligations;

B SR M vt

For the year ended 31 December 2018
BHE_Z— \F+ZA=1+—HLFE

45. IEEREEBERBE @)

FERRNBERNE(E)
FEREETRRRES T HERIT
EERERE - RBEPR AKEEE
TEEETRR  EERKERTOHE
33.5%(ZF—+5F : 47.1%) % 97.9%(=
T—+F: 984%) NKBAEBZAE
PRAREP -

AEERBRUERRERERNER
RBRHFABE - 2B RBERGE M
WMERMFE23 24 -

HERBH-—EREEENMATPE
TTEBMEER M - ZFHERITPE
XM BEEE RER X NENLE
BEEFPHBEEMEEFPELEMENRR

BRI -

$§%la RN SR EER A %’*E
ER YRS HERFEFEEER
EBBEEN - RFEEERR *ﬁff“aﬁ
BN ARELUREENHSE B HHE
E&Z’]E’JHM,\B’\%H*/FE’E;.M HEBZ X
cAEEEERAERNSEREA
T)““HIJHJ&IEEé(ﬂ LEMATIIIER -

s  REMEERA:

s TEHBSEBA BTFETEEH
RENBESERNEBHER -« MK
?&@Hkﬁﬁ’] B R ok 78 B S R A

& ;
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45. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Credit risk and impairment assessment (continued)
o actual or expected significant changes in the operating

results of the debtor/customer; and

o significant changes in the expected performance and
behaviour of the debtor/customer, including changes in
the payment status of debtor/customer in the Group
and changes in the operating results of the debtor/

customer.

The Group applies the simplified approach to provide for
expected credit losses prescribed by HKFRS 9, which permits
the use of the lifetime expected loss provision for all trade

receivables.

As at 31 December 2018, the Group has assessed and
recognised the allowances for ECLs on trade receivables
amounted to approximately HK$188,219,000 (see Note 4(a)
(ii) — policy applicable from 1 January 2018).

Liquidity risk

The Group monitors its risks to a shortage of funds by
considering the maturity of both its financial liabilities and
financial assets and projected cash flows from operations.
The Group's objective is to maintain a balance between
continuity of funding and flexibility through the use of
interest-bearing bank and other borrowings. The Group aims
to maintain sufficient cash and cash equivalents and cash

flows from operations to meet its liquidity requirements.

HongDa Financial Holding Limited 5.3 @ @A AR A A
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45. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Liquidity risk (continued)

The maturity profile of the Group’s financial liabilities as at
the end of the reporting period, based on the contractual
undiscounted payments, is as follows:

For the year ended 31 December 2018
HE-_ZT— \F+-_A=1+—HALFE

45. IEEREEBERBE @)

RBESER(E)
AT EIIANEERHERRRES HKR
FRNROMN TR E BRI -

2018
—B-N\F
Undiscounted
KAEH
On demand
or less than 1 to
1 year 5 years Total
BEEREE
BRIPR—F —ERF et
HK$’000 HK$'000 HK$'000
F#&x FET FExT
Trade payables FERTRRK 2,401 - 2,401
Amounts due to joint ventures  JEfI & & A RIFIE 2,462 - 2,462
Financial liabilities at amortised %I A E b f& 15 008 K fE 5T
costs included in other TRIE IR SN A ANET E R
payables and accruals TRAE 137,583 - 137,583
Convertible bonds ] I fE 123,884 337,122 461,006
Interest-bearing bank and other &t EIE1T R EMMEE (M)
borrowings (Note) 408,140 373,483 781,623
Guarantee given to an M—E2BIE=A5EH
independent third party in R WS QA
connection with facilities BEREREEZER
granted to an associate 17,656 - 17,656
692,126 710,605 1,402,731

Annual Report 2018 —Z— \FER 251



Notes to the Consolidated Financial Statements

NN R el

For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

45. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

BRREEEERBER @)

Liquidity risk (continued) RBEEERE(E)
2017
—TE—+F
On demand
or less than 1to
1 year 5 years Total
EERER
AN —F —EhF B
HK$'000 HK$'000 HK$'000
FA&TT T T
Trade payables FERTER X 126 - 126
Financial liabilities included in %I A E b & {2/ 78 K2 fE 51
other payables and accruals HIENERAE 138,231 - 138,231
Convertible bonds AR S 122,884 329,105 451,989
Interest-bearing bank and other &2 R1T R EAbEE ()
borrowings (Note) 305,406 101,200 406,606
Guarantee given to an M—BBIE=FE
independent third party in it S ke /N
connection with facilities B E SRR 2 R
granted to an associate 23,096 - 23,096
589,743 430,305 1,020,048
Note: MEE -

Included in the above interest-bearing bank and other borrowings of the
Group was a term loan with a carrying amount of approximately
HK$17,648,000 (2017: HK$21,580,000), the loan agreement of which
contained a repayment on demand clause giving the bank the right to call in
the loan at any time. Accordingly, for the purpose of the above maturity
profile, the contractual undiscounted payments of such loan of the Group in
the amount of approximately HK$17,648,000 (2017: HK$21,580,000) were
classified as “on demand”.

252 HongDa Financial Holding Limited 5.3 @ @A AR A A
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ArE

45. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)
Liquidity risk (continued)

In accordance with the terms of the interest-bearing bank
borrowing which contained a repayment on demand clause,
the maturity profile of the loan as at 31 December 2018 and
2017, based on the contractual undiscounted payments and
ignoring the effect of any repayment on demand clause, is as
follows:

45.

B SR M vt

For the year ended 31 December 2018
HE-ZT - \F+-_A=1+—HIFE

HERREEBERBEE®)

RBEEERRE(E)
RIS AR EFE RGN BRITE
BB R-F-—NFR_F—1F
TZA=+T—"BRBEEORITRFKIEAR
WK (IR RSB TR E DT
ZEERE AR

On demand
or less than 1 to
1 year 5 years Total
BEEXREE
RPN —F —FERLE #Et
HK$'000 HK$'000 HK$'000
FAT FAT FAT
As at 31 December 2018 RZE—-N\F+=-A=+—H 18,265 - 18,265
As at 31 December 2017 R-Z—+tF+-_A=+—H 24,155 = 24,155
Capital management EXREE

The primary objectives of the Group's capital management
are to safeguard the Group's ability to continue as a going
concern and to maintain healthy capital ratios in order to

support its business and maximise shareholders’ value.

The Group manages its capital structure and makes
adjustments to it in light of changes in economic conditions
and the risk characteristics of the underlying assets. To
maintain or adjust the capital structure, the Group may return
capital to shareholders or issue new shares. The Group is not
subject to any externally imposed capital requirements.

No changes were made in the objectives, policies or
processes for managing capital during the years ended 31
December 2018 and 2017.

AEEEAEENTEARRRELRE
BERE N RSB ERELERERR
FONERLEE  UXHEXBREER
=BRREE

AEERBEERENE(CRAREE
MERSBERE AN ERBIL INIATE -
REFRABERER  AREARRK

RIRMEBEARRBEITHRD - AEBE L E
ERINBIEINEEAREK o
BE_Z-N\ER-_ZF—+tF+-H

SH—BILEE EREANARE K
ERILF U BB -
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

46. STATEMENT OF FINANCIAL POSITION OF  46. Z&A B MBI &8k R =
THE COMPANY

Information about the statement of financial position of the

BRAARRNH®E RO BN KA

254

Company at the end of the reporting period is as follows:

BRI -

2018 2017
—ZE—)\F T—t+F
HK$'000 HK$'000
FET TAETT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - R MK - 4
Interests in subsidiaries FM‘JE’\:}Z%?& 11,168 10,001
Amounts due from joint ventures JEW & & A FIFRIE - 4,387
Financial asset at fair value through TE@SFTEJ)\TEI S S EEE
profit or loss 73,523 -
Long term deposit EHIFE - 100,000
Loan receivable R E R - 15,629
Total non-current assets B EELE 84,691 130,021
CURRENT ASSETS mENEE
Prepayments TR RIA 3,000 1,244
Amounts due from subsidiaries FEUS BT B A B A 1,120,050 1,238,710
Restricted cash SR 4R & 11,973 11,974
Cash and cash equivalents ReMIREEED 138 1,816
Total current assets BB ERE 1,135,161 1,253,744
CURRENT LIABILITIES mENR R
Amounts due to subsidiaries FESTHT B A Bl 5 17,968 16,801
Other payables and accruals Hoth & RIS FE AT RUIR 3,008 1,836
Derivative financial instrument TEEmI A 220 6,649
Convertible bond AR (E A 93,675 93,921
Total current liabilities mEBAEAE 114,871 119,207
NET CURRENT ASSETS REEERE 1,020,290 1,134,537
TOTAL ASSETS LESS CURRENT HEERTBAR
LIABILITIES 1,104,981 1,264,558
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For the year ended 31 December 2018
HE-T - N\GE+_A=1+—HBLEE

46. STATEMENT OF FINANCIAL POSITION OF  46. Z&Q BB &R R 3& (@)

THE COMPANY (continued)

n\/T\

2018 2017
—ZE—)\f T—t+F
HK$'000 HK$'000
F#E&RT FETT
NON-CURRENT LIABILITIES FEREIAER
Convertible bonds AR (E S 251,770 222,933
Derivative financial instruments THESRMTA 6,400 64,164
Interest-bearing other borrowing STEHEMEE 100,000 100,000
Total non-current liabilities IEREAEAE 358,170 387,097
NET ASSETS HERE 746,811 877,461
EQUITY #a
Issued capital B BT A 68,108 66,342
Reserves (Note) i (M) 678,703 811,119
Total equity S AREE 746,811 877,461
Chen Xiaohang Tung Shun
PREE AR EE
Executive Director and CEO Chairman and Executive Director
HITEFEFEENTE FEFHTESE
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For the year ended 31 December 2018
HE-_ZT—/\F+-_A=1+—HLLFE

46. STATEMENT OF FINANCIAL POSITION OF

47.

THE COMPANY (continued)

46. AN B BB AR R 3R ()

Note: MfzE -
A summary of the Company'’s reserves is as follows: AARZFEEHENT -
Share Share
premium Warrant option Accumulated
account reserve reserve losses Total
BNREE BREEEE WRERS RitisiR st
HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$'000
FHET FHET FHET FHET FHET
At 1 January 2017 RZZ—+%—H—H 877,633 6,124 112,000 (189,492) 806,265
Loss and total comprehensive loss FABERZERBEE
for the year - - - (8,421) (8,421)
Issue of shares upon exercise of warrants {7{3 R & 18 24T A% (D 19,399 (6,124) - - 13,275
Transfer of share option reserve upon B8 iR 1 [ jf 14 5 4% B A 4 5 8
the expiry of share option 112,000 = (112,000) = =
At 31 December 2017 and R=Z—+t&F+=-A=1+—H
at 1 January 2018 k=ZZ-N\F—H—H 1,009,032 - - (197,913) 811,119
Loss and total comprehensive loss FABRRZHERERE
for the year - - - (183,097) (183,097)
Issue of ordinary shares BITE R 51,208 - - - 51,208
Share placing expense PRI B E R (527) - = = (527)
At 31 December 2018 R-®—N\E+=A=+—8 1,059,713 - - (381,010 678,703

The share option reserve comprised the fair value of share options granted as

further detailed in Note 33 to the consolidated financial statements.

The warrant reserve was in connection with the warrants subscribed which were

exercised as further detailed in Note 32 to the consolidated financial

statements.

FINANCIAL STATEMENTS

APPROVAL OF THE CONSOLIDATED

The consolidated financial statements were approved and

authorised for issue by the board of directors on 28 March

2019.
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A summary of the Group's results for the last five financial years
and the assets and liabilities of the Group as at 31 December 2018,
2017, 2016, 2015 and 2014 as extracted from the published

audited financial statements, is set out below. The summary does

not form part of the audited financial statements.

Five-Year Financial Summary

AFH B E

T X E YA S B R A T A I E 8
EERAREBN T N\FE - _T—+
F ZE—RF - ZE—HFERZZF
—NE+ZA=T—HMEEMBED
BME  BRERDRESGEE FIRLEEZ
MBEHmENT - XN TNEREEZ
MBHmEN—&5 o

Year ended 31 December

BE+-A=t—HL=EE

2018 2017 2016 2015 2014
—E-N\F —T—+F ZT-RF —T-—hF —T-MOF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THERT FHBT FHET FET FHET
RESULTS Ed
CONTINUING OPERATIONS #iEEE%EHE
REVENUE 25 1,097,593 2,999,973 3,246,906 271,221 194,140
Cost of sales HEMKA (1,031,644) (2,883,059) (3,114,871) (247,820) (185,670)
Gross profit ES Al 65,949 116,914 132,035 23,401 8,470
Other income and gains, net  E g A R ias - %58 334,068 58,472 6,221 26,640 6,808
Allowances for ECLs on trade  JEURBRRR - B R E
receivables, loan and U RBZ BEHEE
other receivables BiERE (198,039) = = = -
Impairment on amount due  JEIA & A RIFIERE
from a joint venture (15,003) - - - -
Selling and distribution HE RO KA
expenses (7,641) (2,835) (2,488) (3,215) (433)
General and administrative —RREATHE R
expenses (123,478) (62,509) (34,824) (33,578) (17,224)
Other expenses Hihf 5 (8,798) (14,135) (83,532) (161) (3,853)
Finance costs AR (156,100) (74,418) (33,678) (1,886) (119)
Share of results of: =
Joint ventures ENNG] 4,183 (6,165) (3,123) (7,855) (2,154)
An associate ) /NE] (107,938) (16,865) = - =
(LOSS)/PROFIT BEFORE TAX  B#iaT (E518), /&7 (212,797 (1,541) (19,389) 3,346 (8,505)
Income tax expense SRS (27,651) (6,697) (12,016) (2,862) (1,145)

Annual Report 2018 =% — \GF 4R

257



Five-Year Financial Summary

AFH BB

Year ended 31 December
BE+_A=1t—HLEE
2018 2017 2016 2015 2014
—E-N\E —T—+F —T—RF —T—HF —T-NOF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

THT TAT FAET TAT FET
(LOSS)/PROFIT FOR THE YEAR #ERX 2%V FR
FROM CONTINUING (B1]R),a7
OPERATIONS (240,448) (8,238) (31,405) 484 (9,650)
DISCONTINUED OPERATION B# L EE %%
Loss for the year from a BRI %R
discontinued operation ZFENESE - = (828) (11,044) (39,935)
Gain on disposal of a HECKRIERERS
discontinued operation ZWzs - = 15,603 2,982 =
- - 14,775 (8,062) (39,935)
LOSS FOR THE YEAR FREE (240,448) (8,238) (16,630) (7,578) (49,585)
Attributable to: IATE 7
Owners of the Company AREEAA (226,976) (4,445) (16,630) (7,578) (49,585)
Non-controlling interests PR = (13,472) (3,793) - - =
(240,448) (8,238) (16,630) (7,578) (49,585)

As at 31 December
®B+=-R=+—H
2018 2017 2016 2015 2014
ZE-N\FE —_T—+F ZTRF T-—HF —T-MF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET FET TET FAT TET

ASSETS AND LIABILITIES ZEERAR
TOTAL ASSETS BEHZ 2,039,568 1,852,545 1,355,151 1,034,268 457,009

TOTAL LIABILITIES BEeRn (1,292,757)  (928,074)  (449,010)  (103,401)  (155,068)

746,811 924,471 906,141 930,867 301,941
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