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Chairman’s Statement

ERHRE

On behalf of the board (the “Board”) of directors (the “Directors”) of
Legend Strategy International Holdings Group Company Limited (the
“Company”, together with its subsidiaries, the “Group”), | am pleased
to present the annual results of the Company and its subsidiaries for
the year ended 31 December 2019 (the “Year”).

BUSINESS REVIEW

The Group is principally engaged in hotel operation and hotel
consultations and management services and other related
businesses. In 2019, facing the challenges brought by the US-China
trade tension, general economic downturn and weak consumption
growth, the management made active responses by developing
and establishing reliable business relationships, strengthening the
building of its sales platform and seeking to expand its customer
base, and through various measures including precision marketing
and refined management, we have improved our service standards
and maintained our full-year operating revenue at a similar level as
compared to last year. However, due to the increase of labour and
tax costs and the decrease of other income, the Group recorded an
increase in loss for the year as compared to last year.

In 2019, the Group established a solid foundation for its future
diversified development. During the Year, the Group advanced the
renovation and improvement of its self-operated chain hotels, rolled
out a series of value-added services and improved its service quality
and operational efficiency, and in the meantime, the Group actively
explored market investment opportunities by strategically establishing
presence in Chengdu and Wuhan which are core cities of China, to
expand its middle and high-end hotel business with an aim to increase
its market share and mitigate the risks in relation to dependence on
the market of a single province. At the beginning of 2020, the Group
introduced partners of joint ventures and made steady progress in
the implementation of projects in Chengdu and Wuhan.
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Chairman’s Statement

ERBE

PROSPECTS

In 2020, with various risks in relation to, among others, the US-
China trade war and geopolitics, the real economy is faced with
extraordinary difficulties. In particular, impacted by the outbreak of
the novel coronavirus and its continuing spread across the world
which has caused increasing anxiety and panic, the financial market
has experienced wild fluctuations, the business environment is
continuously deteriorating and the hotel and tourism industries are
under unprecedented material impacts due to the social distancing
policies and travel entry restrictions imposed by a number of
countries. However, the Group is confident that China will win its
fighting against the epidemic through implementing proactive financial
policies and prudent monetary policies to regain its economic
vitality quickly. The Group will also respond to all the challenges
and uncertainties in a prudent manner and actively promote the
implementation of our projects to realize reasonable profit in the
coming few years by adjusting our business strategies based on the
development of situation, when necessary.

The Group will endeavour to conduct transformation and upgrading
to realize the strategic objective of diversified development. With
principal business as the pillar, the Group will enhance its efforts in
expanding its core segments to improve the growth of its business
and revenue through hotel acquisitions, entering into management
contracts and self-operated, cooperative or jointly-operated projects.
The Group will continue to innovate its internal corporate structure and
systems to bring energy to and strengthen control over its operations,
and implement the profit-oriented performance appraisal system
to improve the profitability of the hotels. In addition, the Group will
also strive to grasp the policy opportunities brought by the growth
of domestic demands of China and leveraging on the advantages
of the management and the experience in hotel management and
service accumulated over the years, to focus on the demands
brought by the continuous growth of the elderly care industry and
a new round of rapid development to establish presence in the
blue ocean of big health such as elderly care services with medical
and healthcare supports and promote the strategy adjustment and
business transformation and upgrading, and with diversified business
portfolio to realize synergies of different business segments, so as to
enhance the Group’s capacities in resistance against the economic
cycle and relevant risks when facing general economic fluctuations,
bring stable performance to the Group and create long-term value,
as well as increase our profit and improve the return to shareholders.

Legend Strategy International Holdings Group Company Limited
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Chairman’s Statement

ERBE
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Management Discussion and Analysis

BEEENWmE D

BUSINESS AND OPERATIONAL REVIEW

The Group is principally engaged in hotel operations and hotel
consultations and management services and other related
businesses. The Group is also involved in the money lending business.
For the year ended 31 December 2019 (“the Year”), the Group has
4 leased-and-operated hotels under operation. Revenue from hotel
operations during the Year was mainly derived from rental of hotel
rooms and conference rooms.

With respect to the hotel operation, for the year ended 31 December
2019, the revenue was HK$45,584,928, representing a slight increase
of less than 1% as compared with revenue of HK$45,547,168 for the
last financial year. As disclosed in the Company’s announcement
dated 30 April 2018, the Group successfully acquired the resort
hotels located in Huizhou (“Huizhou Hotel”) to increase the number of
available rooms and expand the size of the Group’s hotel business.
The increase in revenue was mainly attributable to the increase in
revenue brought by Huizhou Hotel which was opened in June 2018.
During the Year, Huizhou Hotel maintained its edge as the second
half of 2018 with stable performance. The Group will continue to
look for investment and enhancement opportunities, and explore the
provision of various hotel accommodation and hotel consultations and
management services in the PRC, Hong Kong or overseas to optimize
the overall hotel assets structure and improve efficiency.

On the other hand, despite the increase in revenue brought by
Huizhou Hotel during the Year, the performance of the Group
was affected by the performance of hotels located in Shenzhen,
namely Nanshan Hotel being affected by the continuous large scale
construction work in the nearby subway station and Baoan Hotel
experiencing the climb-up stage of business after its renovation took
place. As a result, the increase in revenue was partially offset by the
decrease in revenue brought by hotels located in Shenzhen.

However, the Group continues to dedicate itself to improving the
performance of its existing hotels. On top of continuing to implement
effective sales and marketing plans adopted since last year, including
entering into cooperation agreements with new tourism intermediaries,
proactively contacting various corporate customers and developing
various programs to increase customer loyalty, the Group commenced
a comprehensive renovation at Baoan Hotel at the end of 2018. The
renovation was completed during the Year. With reference to the
experience at Nanshan Hotel, the renovation is expected to boost
the room rates, occupancy rate and revenue and thus improve the
performance of Baoan Hotel, thereby providing assurance to the
sustainable development of the Group.

Legend Strategy International Holdings Group Company Limited
E B R EERERAF

EBEREELE

AEETZRFEELE LR ERERE SR
BEEERGEHBER - ARETAERE
BEX®S BE_FT-NF+-_A=1+—H
LHBRERE(RER])  AEEERAUKE
B HEKEERE AFEHEELEZK
STXTEZRAHEEBEEEENEHRE -

MWBEEEFM BE_Z—hh&F+=-A=
+—BIEFE - W B45,584,028F T © &
- B BA BR 5 45,547,168 T BE T TN F1% ©
BUNARG ZE—N\FHNA=F+HZRA%E K
S BB AR U EE AL R BN AR BB TE (T2 M
ED SAHEREHEHEEEN  HREAEE
BIEEBHRE - s EANFERRAZHA
RAEEBR=ZZ—N\FNARENEMNED
WSS E TR - WAFE - EMNERF
IMWRZZE—NFTHFNED  #EFEBTEEX
o AREERBEESKEEREBLKE I
KRR FEREMNMERARETRANE
EEBEREEBMMEREREES - UEL
EREEEELBRASTIRANE -

R HE BERAFEEHEMESHZK
BEA AEEBZRBZIMRFINEOEEZ
RIEFFE  LEMLUESH O m#E TR
HEAHEBRIMFZERBEREREETK
BIEBRERER EFARE - Bt - AR FI
B8 5 A5 B 2 Uk s D BB I 8 T W s 2 i
hn e

BEML  AEREEERHIRNZEHREE
JEXEE BREBLFEARNHEERTS
ARBEEFNRETNRIAEBZE - £
BHRIARANEEEPBHELFETAREE
FHREHER)IN RZE-N\FE  ~5E
RN EZEETEEEE  ZEERE
FETK 2EBILENKLER  READRIE
MEE  AMEXRRMKE  EMEELEN
B RASENARHERRRERRFE



Management Discussion and Analysis
EEENWR DN

In addition to the above, the Group continued to adopt a series of
operation improvement schemes during the Year such as enhancing
hotel facilities and implementing staff performance programs. Through
seeking customers’ feedback from time to time, reviewing comments
available from online travel agencies and their platforms and
actively carrying out improvement plans to increase service quality,
customers’ satisfaction and employees’ morale, the Group aimed to
boost up revenue and improve performance in all aspects.

On top of the above, the Group also initiated projects on brand
building and management during the Year, such as establishing
the brand development team to strengthen the quality of services
provided by the Group and engaging professional teams to conduct
research on the Group’s brand, in order to strengthen the image of
the Group’s hotel to the customers and raise the opportunity for the
customers to stay in the Group’s hotel.

In addition to the frontline operation of hotels, we also took important
actions to control back office and other expenses, including reviewing
human resource efficiency and making corresponding adjustments,
maintaining cost saving measures to lower corporate expenses and
reviewing performance from time to time by comparing to financial
budgets, so as to maximize the Group’s benefits.

The following is an update on the Group’s existing hotels:
Huizhou Hotel

The Group has successfully acquired two hotels in Huizhou on 30
April 2018 in two separate blocks and has managed these two
hotels as a single hotel since its official opening on 1 June 2018.
Huizhou Hotel is a hotel situated at Xunliaowan of Huizhou, which
is easily accessible as Huizhou is located near the Pearl River Delta
neighbouring Shenzhen and Hong Kong with direct flights to other
cities in the PRC. Xunliaowan offers hotel guests the opportunities to
enjoy a beach vacation in the region, become a beach bum, spend
their days lazing on the sand and take in the sun followed by a dip
in the clear waters. Also, with both historic scenic spots and the
coast along the Pacific Ocean, Huizhou attracts domestic and foreign
tourists to spend their holiday in the region.
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Management Discussion and Analysis
EEENWER DN

With the commitment to the development of the Greater Bay Area
of the PRC Government, the Group looks forward to the increasing
number of guests visiting the region which will boost the performance
of Huizhou Hotel in the long run. As reported by Huizhou Airport, the
number of guests travelling to Huizhou in 2018 via Huizhou Airport
was approximately 1,880,000 which is 96% more than that in 2017.
For the seven months period ended 31 July 2019, the number of
guests travelling to Huizhou was approximately 1,500,000 and it is
expected the number of guests would reach approximately 2,500,000
for the year ended 31 December 2019. In the coming years, with the
focusing effort supported by the Huizhou Government in the tourists’
areas, especially the strong promotion and development of Greater
Bay Area by the PRC Government, it is expected that the growing
trend in the number of visiting guests will sustain and develop a
stronger base for Huizhou Hotel to enhance popularity and boost
performance.

Nanshan Hotel

Nanshan Hotel is situated near the Hong Kong-Shenzhen Western
Corridor and the Shekou Port. It has five floors and a total GFA of
approximately 7,000 sg.m., comprising 189 rooms. As the nearby
subway station has been opened since late June 2016, the hotel’s
accessibility to the airport has been greatly improved and the airport is
reachable from the hotel in approximately 30 minutes. Also, Nanshan
Hotel is in close proximity to the Coastal City Commercial Area,
Shenzhen Book Mall (Nanshan), Shenzhen Bay Sports Centre Stadium
and theme parks such as the Window of the World, Overseas Chinese
Town Harbour and the Sea World, which provides stable demand for
hotel rooms from both business and tourism guests.

The renovation completed at Nanshan Hotel in recent years
does provide a significant positive impact on the growth of hotel
performance by increasing the number of available rooms and thus
providing grounds to increase hotel room rates. However, during
the Year, due to the continuous large-scale construction work in the
nearby subway station, the operation of Nanshan Hotel has been
affected to a certain extent. The occupancy rate was lowered and as
a result, the revenue of Nanshan Hotel decreased as compared with
last year.

The Group will continue to review its marketing strategies and re-
examine the mode of cooperation and sales plans with tourism
intermediaries and corporate customers. In terms of operation, the
Group will continue to improve service quality and actively collect
customers’ feedback in order to enhance customers’ satisfaction and
loyalty and thus bring greater benefits to the Group.
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Management Discussion and Analysis
EEENWR DN

Luohu Hotel

Luohu Hotel is situated near Huagiang North Commercial Street
and Shenzhen Railway Station. It has one floor and a total GFA
of approximately 2,000 sg.m., comprising 78 rooms. The hotel is
conveniently located at the financial centre area in the Luohu District,
adjoining the World Financial Centre, the Shenzhen Book City, The
Mixc, the Citic City Plaza, the Shun Hing Square, the Shenzhen Grand
Theatre and the Dongmen Commercial Pedestrian Street. Luohu Hotel
also enjoys convenient transport access which allows visitors to easily
reach Luohu Checkpoint, the Shenzhen Conventional & Exhibition
Centre and Shenzhen Stadium, which are all within a short driving
distance.

During the Year, despite the small-scale renovation including the
repair of ceilings and walls and the replacement of in-room electrical
appliances and bed linens carried out in Luohu Hotel in the second
quarter of 2018, the gradually aged decoration of the interior casted
certain impact on the attractiveness of the rooms. As a result, the
revenue of Luohu Hotel decreased as compared with last year. As
mentioned in the Company’s announcement dated 30 January 2020,
the Group’s management has decided not to renew the tenancy
agreement after its expiry on 31 January 2020 as it would be difficult
for the hotel to bring reasonable return to the Group in view of the
hugely increased monthly rent upon renewal of tenancy agreement.

Baoan Hotel

Baoan Hotel has four floors and a total GFA of approximately 1,700
sg.m., comprising 46 rooms. The hotel is located at a commercial
area in the Baoan District and adjoining the Baoan International
Airport, the Nantou customs, the Baoan Coach Terminal and the
Xixiang Pier. The Group commenced a comprehensive renovation
to Baoan Hotel in the fourth quarter of 2018 and it was completed
during the Year. The comprehensive renovation mainly includes hard
refurbishment (such as leasehold improvements), soft refurbishment
(such as replacement of mattresses and blankets) and replacement
of in-room electrical appliances.

The revenue of Baoan Hotel decreased during the Year as the
hotel is now experiencing the climb-up stage of business after
the comprehensive renovation was carried out. However, the
comprehensive renovation completed during the Year should solve
the existing problems created by the aged decoration of the interior
of Baoan Hotel and thus provide support to the Group’s sales team,
enhance the service quality and boost both number of guests and
revenue effectively.
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Management Discussion and Analysis
EEENWER DN

FINANCIAL REVIEW

For the year ended 31 December 2019, the Group recorded revenue
of HK$45,584,928, compared with HK$45,547,168 for the last financial
year, representing a slight increase of less than 1%. The Group
recorded a total comprehensive loss of HK$15,732,071 for the year
ended 31 December 2019 compared with HK$5,261,582 for the last
financial year, representing an increase of approximately 199%. The
increase in total comprehensive loss is mainly attributable to the
increase in other operating expenses which will be further explained
below. The increase in total comprehensive loss is also due to the
absence of a one-off gain on disposal of subsidiaries during the Year.

The following table shows the key information of the total of the
Group’s leased-and-operated hotels for the year ended 31 December
2018 and 2019.

Bt % B R

BHE-Z-NAF+-A=1t—HI5E K&
B 8% 15 Uk 2545,584,9287%8 7T B _E @ B BR &
€ 245,54716878 ¢ * BB N E1% o KEE
REBEZE_ZE—-NE+-_A=+—HILEEH
B2 mE B 15,732,071 T 0 & A
KFE 25,261,582 70 #HEH199% - 2H
EIEEINEZEAEMEER LM BRI
TEHMOBEB) S - 2EEEBINITEAAR
FELAE—XEHENB AR MW ST »

TR AEEEHBHELLBEDIRE
ET ) \FRZF-AFTZA=T—BLE
FEZTREH -

Year ended 31 December

BE+-A=+t—-BLHFE

2019 2018 % change
—E-AE —E-N\F BoLLEH)

Total 5t
Total available room nights %2 7] 72 & & i 8 237,935 185,438 28.3%
Average occupancy rate FAFEE 60.04% 72.43% (12.4)%
ARR (RMB)* FHEHE(ARET) > 296.5 296.7 (0.1)%
RevPAR (RMB)* FHEREERAARET) 178.0 214.9 (17.2%

ARR: the total room revenue of all hotels divided by the total occupied
room nights

# RevPAR: the total room revenue of all hotels divided by the total
available room nights

For the year ended 31 December 2019, total available room nights
of the Group increased by 52,497 nights or approximately 28.3% as
compared with last year due to the impact brought by the opening
of Huizhou Hotel in June 2018. The average occupancy rate and
RevPAR of the Group decreased by 12.4% and by RMB36.9 or
approximately 17.2% respectively as compared with last year since
the total available rooms of Huizhou Hotel accounted for a large
proportion of the overall available rooms of the Group. In addition,
the first half of the year is a slack season as far as a seaside resort
hotel is concerned. As a result, the annualised average occupancy
rate of the Group is more susceptible to seasonal impact. Meanwhile,
the ARR during the Year remains comparable as compared with that
of last year.
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Operating Costs

The total operating costs increased by HK$1,456,724, or
approximately 2.8%, from HK$51,590,767 for last year to
HK$53,047,491 for the year ended 31 December 2019.

Depreciation of right-of-use assets decreased by HK$721,969 or
approximately 4.8% due to the reduction of rental space resulted
from the relocation of Hong Kong office in May 2018 offset by the
rental expenses of the newly acquired Huizhou Hotel. Depreciation
of property, plant and equipment decreased by HK$1,750,834 or
approximately 30.5% primarily due to the disposal of property, plant
and equipment in prior year.

Employee benefit expenses increased by HK$801,016 or
approximately 5.0% mainly attributable to the full year effect
contributed by the newly acquired Huizhou Hotel and the
establishment of brand development team and investment team.
Utilities decreased by HK$601,943 or approximately 20.1% mainly
attributable to the reduced electricity charge due to government
refund during the Year.

Other operating expenses increased by HK$3,730,454 or
approximately 32.4% due to the increase in operating costs brought
by the newly acquired Huizhou Hotel and the one-off impairment loss
of right-of-use assets and property, plant and equipment made during
the Year, partially offset by the impact of the cost saving measures
adopted by the Group during the Year to lower the operating costs.

The following table shows the total operating costs for the year ended
31 December 2018 and 2019:

BHE-_Z-NF+-_A=+"HLEFE &K
R AN E 2 51,590,767 74 T 1% 01,456,724
7B T B #2.8% 253,047,491 7T °

fEREEEIER 72196978 T8 44.8%
I THRZE— N \FRARBEBNRAER
LHEACEHEETWRERMNEZHEBA
B o W1 - BRI ER 1,750,834
TLRAB05%ETEZHREFEELWE K
BREEATE -

& B 8 F 57 & 18 Hn801,01678 7T 8k £95.0% &I
FERANEEMNEZE2FLEREZLRE
BZREREBEREEERE - 2BRERD
601,943 Lk #9201% £ BE AR AFE K
NERSEER DT -

Hth 258 B 18 N3,730,454 8 T a8l £932.4% -
It T A FT IS BN IR 2 A A AR N R AR
EEREEERYE BEREBZ X
BEEE BETEsALAEERAFEF
YA AN B & 8 i AR A & R AN ) B2 2 Py
B o

TREINBEZE-_ZT-N\FE_T-AF+=
A=+ —BIEMRFEZREERA:

Year ended 31 December
BE+-A=+—HLEE

2019 2018 % change

—B—hE —E-N\F Ebaiig L)

Depreciation of right-of-use assets  fF A A EITE 14,473,621 15,195,590 (4.8)%

Depreciation of property, ME - BMEMEREITE

plant and equipment 3,998,391 5,749,225 (30.5)%

Employee benefit expenses EERAMALZ 16,918,232 16,117,216 5.0%

Utilities N 2,399,960 3,001,903 20.1)%

Other operating expenses Hibh&iER Y 15,257,287 11,526,833 32.4%
53,047,491 51,590,767
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Finance costs

The finance costs increased by HK$503,818 to HK$3,626,433 as
compared with last year. It mainly represented the lease interest and
the interest expenses for the borrowings from China Medical Overseas
Limited.

Liquidity and financial resources

During the year ended 31 December 2019, the Group mainly financed
its operations and expansion with its own working capital generated
internally and borrowings from Current Controlling Shareholder
(with principal amount of HK$15,000,000 as at 31 December 2019,
unsecured, interest-free and repayable on demand).

As at 31 December 2019, the Group had bank balances and cash
of HK$11,200,511 (31 December 2018: HK$27,649,893). Gearing ratio
is calculated as the amount of interest-bearing borrowings divided
by total equity. The gearing ratio as at 31 December 2019 is N/A (31
December 2018: N/A).

The Group was in net current liabilities position of HK$22,526,095
as at 31 December 2019. The Current Controlling Shareholder has
agreed to provide continuing financial support to the Company to
enable it to meet its liabilities as and when they fall due and to
enable the Company to continue its operations for the foreseeable
future. Consequently, the financial statements are prepared on a going
concern basis.

Legend Strategy International Holdings Group Company Limited
E B R EERERAF

B & KA

& R AR EFE 2 p1503,818% T =
3,626,433 HETXEAMEF B MEFE
BERBIINEGRARZERNFBHE -

RBEERUBER

BE-_ZE-NE+-A=+—HILtFE K&
EXTZENERNSEE2AFEBEES BT
EREEER(CE-—NE+_A=+—HX
& 415,000,000/ 70 - B|IEH - £ B RAR
EXBEREZE)AHEELMEREMNES -

R-ZE—hhE+-_A=+—H AEFZR
1THE 8 R IB S A11,200511E T (Z 2 —\F
+=-A=+—H8:27649,893% ) - BAAEE
LRy B EERIUNERNEETE - HE
TE-hFF+-_A=Zt+—HZEAREBEBLR
ABIrERCE-N\F+_A=+—H: 1@
A) e

REFR-_ZE—AF+_A=+—BHENF
B B & R N (22,526,095 TT) o IR
BECEBHEBARDBIR M HAE
AAGIEEEZENHABEYNA BB RFEL
BEK o At MERRNDIRBELLSRE
fREl o



Management Discussion and Analysis
EEENWR DN

SIGNIFICANT INVESTMENT HELD, MATERIAL
ACQUISITIONS OR DISPOSALS OF
SUBSIDIARIES, ASSOCIATES AND JOINT
VENTURES, AND FUTURE PLANS FOR
MATERIAL INVESTMENTS OR CAPITAL ASSETS

As mentioned in the Company’s announcement dated 18 July 2019,
an indirectly wholly-owned subsidiary of the Company and the
landlord entered into a tenancy agreement (“the Tenancy Agreement”)
in respect of the renewal of the tenancy of the properties on which
Nanshan Hotel operates (“the Properties”). Pursuant to Hong Kong
Financial Reporting Standard 16 “Leases”, following the conclusion
of the Tenancy Agreement as tenant, the Group shall recognize
an asset representing its right to use the Properties in the amount
of approximately RMB11,200,000 calculated with reference to the
present value of the fixed rental payments as discounted using a
discount rate which is equivalent to the Company’s incremental
borrowing rate during the entire term of the Tenancy Agreement. As
such, the transaction contemplated under the Tenancy Agreement
was regarded as an acquisition of asset by the Group for the purpose
of the Listing Rules.

As mentioned in the Company’s announcement dated 24 January
2020, (i) an indirect wholly-owned subsidiary of the Company
(“Shenzhen Subsidiary”) and an independent third party (“Chengdu
Partner”) entered into an agreement (the “Chengdu Agreement”)
pursuant to which Shenzhen Subsidiary and Chengdu Partner will,
among others, provide capital in the amount of RMB21,000,000 to
a company to be established jointly by Shenzhen Subsidiary and
Chengdu Partner in the PRC (the “Chengdu JV”) according to their
proportional interests (i.e. 51% and 49% respectively) in Chengdu
JV after establishment (subject to the terms and conditions of
the Chengdu Agreement); and (i) Shenzhen Subsidiary and an
independent third party (“Wuhan Partner”) entered into an agreement
(the “Wuhan Agreement”) pursuant to which Shenzhen Subsidiary and
Wuhan Partner will, among others, provide capital in the amount of
RMB20,900,000 to Wuhan JV according to their proportional interests
(i.e. 51% and 49% respectively) in Wuhan JV (subject to the terms
and conditions of the Wuhan Agreement), for the development of hotel
business in Chengdu and Wuhan, the PRC respectively.

FEEARRE  WEBRAR K&
RAREERA ZERBBRH
EURAREAREJNELFEE
= &

BMARBDEMA—FT-—NFLATNBZR
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BUALFAMA-_T _TF—-A_+WA
ZRERA - (VRAR-HBAZE2ENBEAR
ARV B AR BB E =77 ((KEA
1ERHD RIS ek ([ ER =R D) - Rt - &Y

M AR REKE S (ER A (R e 3E) R
NIEEEERKEA E D ERE = (B
DB B51% K%49%) MK E & & 1 ¥ ([ A&
B RMEES ARE?21,000,0007T (R

B 90 8 B I TR A1) TR ()R SN B 2
ARBYE=H(REA EBLD T RS

TRZEW=zED > B FYMEB AR R E
AEEHEE(EHFEBRESARZEAED
B = LB (BD 9 Bl B51% K49%) A R E
BEDERHBES ARY20,900,0007T (R
R E 7 5% IR ) - A2 BIR S B A
MR EE RO EERS -

Annual Report 2019
ZE-NFFR

15



16

Management Discussion and Analysis
EEENWER DN

In addition, Shenzhen Subsidiary, Chengdu Partner and Wuhan
JV also entered into the Tenancy Agreements with the landlord of
a property (“Chengdu Property”) situated in Chengdu, the PRC,
(“Chengdu Landlord”) and the landlord of a property (“Wuhan
Property”) situated in Wuhan, the PRC, (“Wuhan Landlord”) for term
of around 12 years and 15 years respectively. The total rentable areas
of the Chengdu Property and the Wuhan Property are approximately
7,567 square meter and 8,967 square meter respectively. As
mentioned in the Company’s announcement dated 4 February 2020,
Shenzhen Subsidiary, Chengdu Partner and Chengdu Landlord
entered into a supplemental agreement (“Supplemental Chengdu
Tenancy Agreement”) to reduce the monthly rents under the tenancy
agreement for Chengdu Property. The total rental payables under
the tenancy agreement for Chengdu Property supplemented by
the Supplemental Chengdu Tenancy Agreement and the tenancy
agreement for Wuhan Property are approximately RMB65,540,000
(exclusive of property management fees, air-conditioning, other
charges and outgoings) and RMB94,160,000 (inclusive of property
management fees but exclusive of air-conditioning, other charges
and outgoings) for the entire term respectively. Pursuant to Hong
Kong Financial Reporting Standards 16 “Leases”, the entering into of
tenancy agreements as tenant will require the Company to recognise
a right-of-use asset. Therefore, the entering into of the tenancy
agreements as stated above will be regarded as acquisition of assets
by the Company under the Listing Rules. The value of right-of-use
asset to be recognised by the Company would be (i) approximately
RMB49,510,000 under the tenancy agreement for Chengdu Property
supplemented by the Supplemental Chengdu Tenancy Agreement;
and (i) approximately RMB64,950,000 under the tenancy agreement
for Wuhan Property, respectively.

Save as disclosed above, during the year ended 31 December 2019,
there was no significant investment held or material acquisition
or disposal of subsidiaries, associates and joint ventures by the
Company, and the Company does not have any plan for material
investments or capital assets as at the date of this report.

FOREIGN EXCHANGE RISK

As at 31 December 2019, the Group’s majority of the assets and
liabilities, and revenue and expenses were denominated in Renminbi
and Hong Kong Dollar. The Group had no significant exposure to
fluctuations in exchange rates under foreign exchange contracts,
interest, currency swaps or other financial derivatives.

Legend Strategy International Holdings Group Company Limited
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CAPITAL STRUCTURE

The total number of the issued shares of the Company was
448,363,708 as at 31 December 2019 (31 December 2018:
448,363,708 shares).

DIVIDENDS

The Directors do not recommend payment of any dividend for the
year ended 31 December 2019 (2018: HKS$NIl).

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 issued share capital was held by the public as at 14 February
2020, being the latest practicable date prior to the issue of this annual
report for the purpose of ascertaining information contained herein
(the “Latest Practicable Date”).

EMPLOYEE AND REMUNERATION POLICIES

The Group had 84 employees as at 31 December 2019 (31
December 2018: 92 employees). Remuneration is determined with
reference to market terms and performance, qualifications and
experience of each individual employee. Discretionary bonuses based
on individual performance will be paid to employees as recognition of
and reward for their contributions. Other benefits include contributions
to retirement scheme. Regarding the determination of emoluments
payable to Directors, the basis has been set out in the “Corporate
Governance Report” of this Annual Report.

CHARGES ON ASSETS

As at 31 December 2019, the Group did not have any charges on
its assets (31 December 2018: Nil).

CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES

As at 31 December 2019, the Group had outstanding capital
commitments which were not provided for in the Group’s
financial statements, among which HK$32,356 (31 December
2018: HK$3,636,559) commitments were contracted for. As at 31
December 2019, the Group had no material contingent liabilities (31
December 2018: Nil).
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries had purchased, sold,
or redeemed any of the listed securities of the Company during the
year ended 31 December 2019.

Neither the Company nor any of its subsidiaries had issued or granted
any convertible securities, options, warrants or similar rights or
exercised any conversion or subscription rights under any convertible
securities, options, warrants or similar rights during the year ended
31 December 2019.

NON-ADJUSTING EVENT AFTER THE
REPORTING PERIOD

On 24 January 2020, (i) Shenzhen Subsidiary, an indirect wholly-
owned subsidiary of the Company, and Chengdu Partner entered into
the Chengdu Agreement pursuant to which Shenzhen Subsidiary and
Chengdu Partner will, among others, provide capital in the amount
of RMB21.00 million to Chengdu JV according to their proportional
interests (i.e. 51% and 49% respectively) in Chengdu JV after
establishment (subject to the terms and conditions of the Chengdu
Agreement); and (i) Shenzhen Subsidiary and Wuhan Partner entered
into the Wuhan Agreement pursuant to which Shenzhen Subsidiary
and Wuhan Partner will, among others, provide capital in the amount
of RMB20.90 million to Wuhan JV according to their proportional
interests (i.e. 51% and 49% respectively) in Wuhan JV (subject to the
terms and conditions of the Wuhan Agreement), for the development
of hotel business in Chengdu and Wuhan, the PRC respectively.

In order to secure places for establishment of the hotels, on 24
January 2020, Shenzhen Subsidiary, Chengdu Partner and Wuhan
JV also entered into the Tenancy Agreements with Chengdu Landlord
and Wuhan Landlord, for term of around 12 years and 15 years
respectively. On 4 February 2020, Shenzhen Subsidiary, Chengdu
Partner and Chengdu Landlord entered into Supplemental Chengdu
Tenancy Agreement to reduce the monthly rents under the tenancy
agreement for Chengdu Property. The total rental payables under the
tenancy agreements for Chengdu Property and Wuhan Property are
approximately RMB65.54 million (exclusive of property management
fees, air-conditioning, other charges and outgoings) and RMB94.16
million (inclusive of property management fees but exclusive of
air-conditioning, other charges and outgoings) for the entire term
respectively.

Legend Strategy International Holdings Group Company Limited
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Save as disclosed above, there is no non-adjusting event after the
reporting period which would have material impact to the Group.

COMPLIANCE CONFIRMATION

The Board of Directors confirms that throughout the Year, the Group
has conformed in all material respects with all the requirements under
relevant statutes, rules, standards, codes, licences in respect of its
operation, financial reporting, or disclosures in Hong Kong or other
applicable jurisdictions.

ENVIRONMENTAL PROTECTION AND
STAKEHOLDERS’ RIGHTS

The Group recognises and respects: (i) the importance of
environmental protection; (i) the lawful rights of stakeholders, broadly
to be categorised as employees, customers, suppliers, members of
communities, and (i) corporate social responsibilities of the Group as
a member of the society. A specific report on these issues is covered
in the “Environmental, Social and Governance Report” of this Annual
Report.
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Biographical Details of Directors and Senior Management
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The following set forth the biographical details of the Directors and
the members of the senior management of the Company as at the
Latest Practicable Date.

EXECUTIVE DIRECTOR AND COMPANY
SECRETARY

Chung Tin Yan

Mr. Chung Tin Yan (“Mr. Chung”), aged 36, was appointed as an
executive Director and the chief financial officer of the Company with
effect from 31 December 2019 and was appointed as the company
secretary of the Company with effect from 13 February 2017. Mr.
Chung graduated from the Hong Kong Polytechnic University with
a degree of bachelor of arts in accountancy in 2005. He has over
13 years of experience in corporate finance, investment, auditing
and accounting. Prior to joining the Company, Mr. Chung held
various senior positions in the management team of the Chief
Operating Officer with Hutchison Telecommunications Hong Kong
Holdings Limited (stock code: 0215). He has also worked as an audit
manager at Deloitte Touche Tohmatsu. Mr. Chung also has extensive
experience in fund raising activities in Hong Kong and in the United
States. He is a member of Hong Kong Institute of Certified Public
Accountants.

NON-EXECUTIVE DIRECTORS

Yuan Fuer

Mr. Yuan Fuer (“Mr. Yuan”), aged 57, was appointed as a non-
executive Director of the Company with effect from 15 August 2018
and the Chairman of the Group with effect from 6 September 2018.
Mr. Yuan graduated from Jiangxi Public Medical School in medical
studies. Mr. Yuan, a businessman with over 18 years of experience in
property development and investment business in the PRC, founded
Shenzhen Hazens Real Estate Group Company Limited (“Shenzhen
Hazens”) in 1996. Apart from property development and investment
in the PRC, Shenzhen Hazens expanded into other businesses
including financial business, medical business, and hotel and tourism
business. Mr. Yuan is the ultimate beneficial controlling shareholder
of Shenzhen Hazens. Mr. Yuan is also the sole director and the
ultimate beneficial owner of Hehui International Development Limited,
the Current Controlling Shareholder. Mr. Yuan is a brother-in-law of
Mr. Hu Xinglong, a non-executive Director of the Company.
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Hu Xinglong

Mr. Hu Xinglong (“Mr. Hu”), aged 55, was appointed as a non-
executive Director of the Company with effect from 15 August 2018.
Mr. Hu holds a Master Degree in Business Administration from China
Europe International Business School. Mr. Hu is a brother-in-law of
Mr. Yuan. Mr. Hu has been the vice president of Shenzhen Hazens
since October 2016, and the chairman and the general manager of
Shenzhen Hazens Property Service Company Limited from October
2016 to April 2017. Furthermore, he had also served as an audit
manager, finance manager and chief accountant of FIYTA Holdings
Limited, a company listed on the Shenzhen Stock Exchange (SZSE
Stock Code: 000026) from June 1997 to October 2016. Mr. Hu was
certified as Certified Public Accountant by the Chinese Institute of
Certified Public Accountants in 1993 and Certified Internal Auditor by
the Institute of Internal Auditors in 1999.

INDEPENDENT NON-EXECUTIVE DIRECTORS
Wu Jilin

Mr. Wu Jilin (“Mr. Wu”), aged 52, was appointed as an independent
non-executive Director of the Company with effect from 15 August
2018. Mr. Wu holds a Master Degree in Accounting from Jiangxi
University of Finance and Economics. Mr. Wu was an executive
partner of Shenzhen Lianchuang Lixin Certified Public Accountants
since January 2005 and is an adjunct professor of Accounting Faculty
and a tutor of part-time master students at Jiangxi University of
Finance and Economics since November 2015 and September 2016
respectively. He is a member of the Society of Chinese Accountants
and Auditors since 2013.
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Du Hongwei

Mr. Du Hongwei (“Mr. Du”), aged 52, was appointed as an
independent non-executive Director of the Company with effect
from 15 August 2018. Mr. Du holds a Master Degree in Economics
from Fudan University. Mr. Du was the vice president, chief financial
officer and joint company secretary of Sunshine 100 China Holdings
Ltd (Stock Code: 2608) from December 2013 to July 2016, January
2014 to March 2016 and June 2014 to March 2016, respectively.
Mr. Du was the general manager of Tianjin Yufeng Equity Investment
Management Company Limited from September 2009 to May 2012.
Mr. Du was a director of Sichuan Dikang Sci & Tech Pharmaceutical
Industry Co., Ltd. (nhow known as Sichuan Languang Development
Co., Ltd), a company listed on the Shanghai Stock Exchange
(Shanghai Stock Exchange Stock Code: 600466) from November
2007 to October 2008. Mr. Du was an independent non-executive
director of Enviro Energy International Holdings Limited (Stock Code:
1102) from June 2019 to October 2019.

Li Zhou

Ms. Li Zhou (“Ms. Li”), aged 46, was appointed as an independent
non-executive Director of the Company with effect from 15 August
2018. Ms. Li holds a PhD Degree in Applied Economics from Xian
Jiaotong University. Ms. Li was certified as a certified hospitality
educator from America Hotel & Lodging Educational Institute in 2008
and a consultant psychologist (Grade 2) by Occupational Skill Testing
Authority of the Ministry of Human Resources and Social Security in
2011. She was an international visiting scholar of School of Business,
the George Washington University from 2009 to 2010 and a visiting
scholar of the University of Hawaii from 2016 to 2017. Ms. Li was
qualified as a teacher for higher education to teach management
course by the Department of Education of Guangdong province in
2003. Ms. Li was appointed as Professor by Jinan University with
effect from 1 October 2018.

SENIOR MANAGEMENT

Various businesses of the Group are respectively under the direct
responsibility of the Executive Director, as named above.

Only the Executive Director is regarded as member of the Group’s
senior management.
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Corporate Governance Report

TERERHRS

The Company is committed to ensuring a high standard of corporate
governance in the interests of the shareholders and devotes
considerable effort to maintain high level of business ethics and
corporate governance practices.

CORPORATE GOVERNANCE PRACTICES

The Company has complied with the Corporate Governance Code
and Corporate Governance Report (the “CG Code”) as set out in
Appendix 14 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (“Listing Rules”) throughout the
financial year ended 31 December 2019, except for certain deviations
as specified with considered reasons for such deviations as explained
below. The Board will keep reviewing and updating such practices
from time to time to ensure compliance with legal and commercial
standards.

CORPORATE GOVERNANCE STRUCTURE

The Board is primarily responsible for formulating strategies,
monitoring performance and managing risks of the Company and its
subsidiaries (collectively the “Group”). At the same time, it also has
the duty to enhance the effectiveness of the corporate governance
practices of the Group. Under the Board, there are 3 board
committees, namely the audit committee, the remuneration committee
and the nomination committee. All these committees perform their
distinct roles in accordance with their respective terms of reference
and assist the Board in supervising certain functions of the senior
management.

COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS

The Group had adopted the Model Code for Securities Transactions
by Directors of Listed Issuers as set out in Appendix 10 of the Listing
Rules (the “Model Code”) as its own code of conduct for securities
transactions by Directors and relevant employees who, because of
office or employment, are likely to be in possession of unpublished
inside information in relation to the Company’s securities. The
Company had made specific enquiry to all the Directors and such-
relevant employees and they confirmed compliance with the Model
Code throughout the year ended 31 December 2019. No incident of
non-compliance was noted by the Company during this period.
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BOARD OF DIRECTORS

As at the Latest Practicable Date, the Board comprises six Directors
as follows:

Executive Director

Mr. Chung Tin Yan (Appointed with effect from 31 December 2019)

Non-executive Directors

Mr. Yuan Fuer (Chairman)
Mr. Hu Xinglong

Independent Non-executive Directors

Mr. Wu Jilin
Mr. Du Hongwei
Ms. Li Zhou

List of directors and their roles and functions are available on the
websites of Company and The Stock Exchange of Hong Kong Limited
(“Stock Exchange”). Biographical details of the Directors as at the
Latest Practicable Date are set out in the section of “Biographical
Details of Directors and Senior Management” on pages 20 to 22.
Mr. Yuan Fuer, a non-executive Director and the Chairman of the
Company, is a brother-in-law of Mr. Hu Xinglong, a non-executive
Director of the Company. Save for the aforementioned relationship,
there are no family or other material relationships among members
of the Board.

The Board meets regularly for reviewing and approving the financial
and operating performance, and considering and approving the
overall strategies and policies of the Company. Apart from the regular
board meetings of the Year, the Board also meets on other occasions
when a Board-level decision on a particular matter is required.

During the year ended 31 December 2019, management provided all
members of the Board with monthly updates giving a balanced and
understandable assessment of the Company’s performance, position
and prospects in sufficient detail.
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Day-to-day operational responsibilities are specifically delegated by
the Board to the management under the leadership of the chief
executive officer. Major matters include implementation of the
strategies and decisions approved by the Board and the management
assumes full responsibility to the Board for operations of the Group.

According to code provision A1.3 of the CG Code, a notice of at
least 14 days should be given for a regular board meeting to give all
directors an opportunity to attend. Due to the practical scheduling
issues and with no objections from any Director, a shorter reasonable
notice was given to the Directors for a number of regular meetings
held in 2019.

Meanwhile, according to code provision A.6.7 of the CG Code,
independent non-executive Directors and non-executive Directors
should attend general meetings. At the annual general meeting held
on 31 May 2019, all the then independent non-executive Directors
and the then non-executive Director were presented to enable the
Board to develop a balanced understanding of the views of the
shareholders of the Company.

The Company will arrange to furnish all Directors with appropriate
information on all general meetings and take all reasonable measures
to arrange the schedule that all Directors can attend the general
meetings in order to develop a balanced understanding of the views
of shareholders.

The Board will continue to review the corporate governance status
of the Company from time to time and make any necessary changes
to comply with the CG Code.
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The attendance record of each Director at Board meetings, audit
committee meetings, remuneration committee meetings, nomination
committee meetings and general meetings during the year ended 31
December 2019 is set out in the following table:

EEENBE-_FT-NFT-A=1+—HL
FEEAHEFS SR BFRZEQER ¥
MEzEges REZEEgRAMBREARNE

ZHFEREREN TR

Remuneration Nomination
Board Audit Committee Committee Committee General
Name of directors Meetings Meetings Meetings Meetings Meetings
ESp? EZEeE ENZEgeR HHZEEEeR RYEZEEER kg
(attendance/total no. (attendance/total no. (attendance/total no. (attendance/total no. (attendance/total no.
of meetings held)  of meetings held)  of meetings held)  of meetings held)  of meetings held)
(HERe/ (HERe/ (HERe/ (HERe/ (HERE/
BOSRANY) BOSRARY) BOLRAKE) BOLRARE) B0eR4RH)
Executive Directors HiEE
Mr. Chung Tin Yan (Appointed with effect ~ EXFEA(E-F-N% NA FER NA FER NA FER NA FER NA FER
from 31 December 2019) TZR=T-REEEf)
Mr. Ye Shusheng (Resigned with effect ~ HEALE(E-E-NE 44 NA FEF NA FEF NA FEH 1
from 31 December 2019) TZAZT-Rg#E)
Non-executive Directors FHHEE
M. Yuan Fuer (Chairman) RERAE(ER) 44 NA TER NA TER NA TER 1/
Mr. Hu Xinglong ik ik 44 N/A T N/A T NA T 1/
Independent Non-executive BU#H7EE
Directors
Mr. W Jiin REMEE 44 22 1/ 1/ 1/
Mr. Du Hongwel HEBSEE 44 22 1/ 1/ 1/
Ms. Li Zhou £35S 44 22 11 11 11
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All Directors were provided with details of agenda items for decisions
making with reasonable notice and invited to raise any matters in the
agenda of Board Meeting. Directors have access to the advice and
services of the company secretary who is responsible for ensuring
that the Board procedures are complied with and advising the Board
on compliance matters. Minutes of Board meetings and meetings of
the Board committees are kept by the company secretary and are
opened for inspection as requested by the Directors. During the Year,
the Board was given sufficient time to review and approve minutes
of Board meetings and meetings of Board Committees. The Directors
were also provided with access to independent professional advice,
where necessary, in carrying out their obligations as the Directors
of the Company, at the expense of the Company. Directors who
are considered to have conflict of interests or material interests in
the proposed transactions or issues to be discussed would not be
counted in the quorum of meeting and would abstain from voting on
the relevant resolution.

All Directors assume the responsibilities to the shareholders of the
Company for the well-being and success of the Company. They are
aware of their duties to act in good faith and in the best interests of
the Company.

The Board is responsible for maintaining proper accounting records
so as to enable the Directors to monitor the Company’s overall
financial position. The Board updates shareholders on the operations
and financial position of the Group through, interim and annual results
announcements as well as the publication of timely announcements
of other matters as prescribed by the relevant rules and regulations.

The Company has three independent non-executive Directors, at
least one of whom has appropriate financial management expertise,
in compliance with the Listing Rules. The Company has received
from each of the independent non-executive Directors an annual
confirmation of his/her independence pursuant to Rule 3.13 of the
Listing Rules. The Company is of the view that all independent non-
executive Directors meet the independence guidelines set out in Rule
3.13 of the Listing Rules and are independent in accordance with the
terms of the guidelines.

According to the Company’s Articles of Association, newly appointed
Directors shall hold office until the next following general meeting
and shall be eligible for re-election at that meeting. Every Director,
including those appointed for a specific term, should be subject to
retirement by rotation at least once every three years.

During the financial year ended 31 December 2019, the Company
had arranged appropriate insurance cover in respect of legal action
against the Directors.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Under code provision of A.21. of the CG Code, the roles of the
chairman of the Company (the “Chairman”) and the chief executive
officer of the Company (the “Chief Executive Officer”) should be
separated and should not be performed by the same individual. The
roles of Chairman and Chief Executive Officer should be separated
to ensure a clear division between the Chairman’s responsibility to
manage the Board and the Chief Executive Officer’s responsibility to
manage the Company’s business. The separation ensures a balance
of power and authority so that power is not concentrated.

During the year ended 31 December 2019, Mr. Ye Shusheng was
the Chief Executive Officer of the Group and Mr. Yuan Fuer was
the Chairman of the Group. The roles of the Chairman and the
Chief Executive Officer are segregated. The Chairman’s main role
is to lead the Board in discharging its powers and duties, while the
Chief Executive Officer’s main role is to lead the management of the
Company for undertaking all the responsibilities delegated by the
Board and managing the overall operation of the Group.

Mr. Ye Shusheng resigned as the Chief Executive Officer with effect
from 31 December 2019. With effect from 31 December 2019,
the role of the Chief Executive Officer has been performed by the
executive Director of the Company.

NON-EXECUTIVE DIRECTORS

Under the code provision A.4.1 of the CG Code, all the non-executive
Directors should be appointed for a specific term, subject to re-election.
Each of the non-executive Director and independent non-executive
Directors has entered into a service contract with the Company for
a specific term of three years but subject to termination in certain
circumstance as stipulated in the relevant service contracts.

ROTATION OF DIRECTORS

At each annual general meeting, one third of the Directors for the
time being (if their number is not a multiple of three, then the number
nearest to but not less than one third) will retire from office by rotation
provided that every Director shall be subject to retirement at an annual
general meeting at least once every one year or three years. Any
Director appointed to fill a casual vacancy shall hold office until the first
general meeting of members after his appointment and be subject to
re-election at such meeting and any Director appointed as an addition
to the existing board shall hold office only until the next annual general
meeting of the Company and shall then be eligible for re-election.
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CORPORATE GOVERNANCE FUNCTION

The Board is responsible for performing corporate governance duties
and has adopted the written terms of reference on its corporate
governance functions. The duties of the Board in respect of the
corporate governance functions include:

(i) developing and reviewing the Company’s policies and practices
on corporate governance;

(if) reviewing and monitoring the training and continuous
professional development of the Directors and senior
management;

(i) reviewing and monitoring the Company’s policies and practices
on compliance with legal and regulatory requirements;

(iv)  developing, reviewing and monitoring the code of conduct and
compliance manual (if any) applicable to employees and the
Directors; and

(v)  reviewing the Company’s compliance with the CG Code and
disclosure in the Corporate Governance Report.

Since 2019 and up to the date of this report, the Board has performed
the corporate governance duties in accordance with its terms of
reference.

BOARD DIVERSITY POLICY

During the year ended 31 December 2019, the Board adopted a
board diversity policy (the “Board Diversity Policy”) setting out the
approach to achieve diversity on the Board. The Company considered
diversity of board members can be achieved through consideration
of a number of aspects, including but not limited to gender, age,
cultural and educational background, professional experience, skills
and knowledge. All Board appointments will be based on meritocracy,
and candidates will be considered against objective criteria, having
due regard for the benefits of diversity on the Board.
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Measurable objectives

Selection of candidates will be based on a range of diversity
perspectives, including but not limited to gender, age, cultural
and educational background, professional experience, skills and
knowledge. The ultimate decision will be made upon the merits and
contributions that the selected candidates will bring to the Board.

Implementation and monitoring
The Nomination Committee reviewed the Board’s composition under
diversified perspectives, and monitored the implementation of the

Board Diversity Policy annually.

As at the date of this report, the Board’s composition under diversified
perspectives was summarized as follows:

Board diversity

EZEHESZ L

Designation* NED
B
Gender =YY

Male 5%
1) —
Age group
FHRAAR

Length of service (year)

IRIGER ()

Professional industry

Property = it Imee Bl

AErEER

REANBEFER -RINZTHLAE £
BETRRMER - Fik  UERBEES -
BELR  RERAR - REOREBIZE
REANEH LA RESTSHROERM
fEH o

BITRER
RAZBERZTINAERIESTENE
Ko UEBFEREEENRZTTICERENH

RARERH EFEEZTEZT(CERN
AR T

Female %1%

HEITE . . . )
0 1 2 3 4 5 6
Number of directors
EBEAH
* ED: Executive Director NED: Non-executive Director INED:Independent
WITEE EMITEE Non-executive Director

The Nomination Committee has reviewed the Board Diversity Policy
to ensure its effectiveness and considered that the Group achieved
the objectives of Board Diversity Policy.
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REMUNERATION COMMITTEE

A remuneration committee of the Board was set up on 22 June 2011
(the “Remuneration Committee”) to oversee the remuneration policy
and structure for all Directors and senior management. The terms of
reference is available on the websites of the Company and the Stock
Exchange.

The primary objectives of the Remuneration Committee include
making recommendations to the Board on the remuneration policy
and structure of the Directors and the senior management and
determining the remuneration packages of all Directors and senior
management. The Remuneration Committee is also responsible for
ensuring that no Director or any of his associates will participate in
deciding his/her own remuneration, which will be determined with
reference to the performance of the individual and the Company
as well as market practice and conditions. Members are provided
with sufficient resources, including but not limited to, the access to
independent professional advice, where necessary, in carrying out
their obligations, at the expense of the Company.

The Remuneration Committee held one meeting during the year
ended 31 December 2019 for reviewing the remuneration package
of the Directors and the senior management, assessing performance
of Directors, approving the terms of Directors’ service contracts
and making recommendations to the Board as to the remuneration
packages of individual Directors and senior management.

The Remuneration Committee comprises three members as at the
date of this report namely:

Mr. Du Hongwei (Chairman)
Mr. Wu Jilin
Ms. Li Zhou

All of the current members are independent non-executive Directors.
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In addition, pursuant to the code provision B.1.5 of the CG Code, an
analysis of annual remuneration payable to the members of the senior
management by band for the year ended 31 December 2019 is set
out below:

AN RIBEE R ERTRISTRAME X EBIS
ffF ENEREEEXRERE_T—NLF+
AT HUEFEZFEFMZFMER
DEINMT :

2019 2018

= s e

Number of Number of

persons persons

A A¥

Above HK$1,000,000 1,000,000/ 7T JA + 1 1
HKS$Nil to HK$1,000,000 =% 7T £1,000,0007% 7T 6 14

NOMINATION COMMITTEE

The Company has established a nomination committee of the
Board on 22 June 2011 (the “Nomination Committee”) for making
recommendations to the Board on appointment of the Directors and
succession planning of the Directors.

The principal duties of the Nomination Committee include reviewing
the Board composition, making recommendations to the Board on
the appointment and succession planning of the Directors, assessing
the independence of the independent non-executive Directors and
reviewing the Board Diversity Policy. Members are provided with
access to independent professional advice, where necessary, in
carrying their obligations at the expense of the Company.

For the policy of nomination of directors of the Company (the
“Nomination Policy”), the Nomination Committee of the Company
shall first discuss the nomination of candidates for new Directors,
examine the qualification of these candidates, and then recommend
such candidates to the Board. The Board shall determine whether
the appointment of such candidates should be proposed for
election at the general meetings. The major criteria considered
by the Nomination Committee and the Board are the candidates’
educational backgrounds, experience in the industry, their proposed
commitment to the Company and achieving the goal of diversity of
the Board. Regarding the nomination of independent non-executive
Directors, the Nomination Committee will also particularly consider
the independence of such candidates taking into account the
independence guidelines set out in Rules 3.13 of the Listing Rules.
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During the financial year ended 31 December 2019, the Nomination
Committee held one meeting. The members reviewed the current
composition of the Board and discussed about the Board structure
to ensure that it has a balance of expertise, skills and experience
appropriate for the requirements of the business of the Company
pursuant to its terms of reference (available on the websites of the
Company the Stock Exchange), the Nomination Policy and the Board
Diversity Policy.

During the year ended 31 December 2019, the Company appointed
one executive Director namely Mr. Chung Tin Yan. The Nomination
Committee has reviewed the appointed Director’'s background,
including but not limited to independence, gender, age, cultural and
education background, professional experience, skills and knowledge.
The Nomination Committee considered current Board composition
has achieved the objectives of the Board Diversity Policy.

In accordance with the Company’s Articles of Association, Mr. Chung
Tin Yan, Mr. Wu Jilin and Mr. Du Hongwei shall retire and are eligible
to offer themselves for re-election at the forthcoming annual general
meeting.

The Nomination Committee recommended the re-appointment of the
Directors standing for re-election at the forthcoming annual general

meeting of the Company.

The Nomination Committee comprises three members as at the date
of this report namely:

Ms. Li Zhou (Chairman)
Mr. Wu Jilin
Mr. Du Hongwei

All of the current members are independent non-executive Directors.
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AUDIT COMMITTEE

The Company has established an audit committee of the Board on
22 June 2011 (the “Audit Committee”) with written terms of reference
(available on the websites of the Company and the Stock Exchange)
that set out the authorities and duties of the Audit Committee adopted
by the Board. The Audit Committee performs, amongst others, the
following functions:

° reviewing the financial information of the Group;

° reviewing the relationship with and the terms of appointment of
the external auditors; and

° overseeing the Company’s financial reporting system, internal
control system and risk management system.

The Audit Committee is given sufficient resources to oversee the
internal control system of the Group, reports to the Board on any
material issues, and makes recommendations to the Board. During
the year under review, the Audit Committee reviewed the Group’s
annual results and annual report for the year ended 31 December
2018, and the interim results and interim report for the six months
ended 30 June 2019, the accounting principles and policies adopted
by the Group, the financial reporting and compliance procedures,
the Company’s internal control and risk management systems and
processes, the effectiveness of Company’s internal audit function and
the re-appointment of the external auditors.

The Audit Committee held two meetings during the year ended 31
December 2019.

The Audit Committee comprises three members as at the date of this
report namely:

Mr. Wu Jilin (Chairman)

Mr. Du Hongwei

Ms. Li Zhou

All the members are independent non-executive Directors. None

of the members of the Audit Committee is a former partner of the
Company’s existing external auditors.
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INTERNAL CONTROLS AND RISK MANAGEMENT

The Board has overall responsibility for evaluating and determining
the nature and extent of the risks it is willing to take in achieving
the Group’s strategic objectives, maintaining sound systems of risk
management and internal controls and reviewing their effectiveness to
safeguard interests of the Group as a whole. However, such systems
are designed to manage the Group’s risks within an acceptable risk
profile, rather than to eliminate the risk of failure to achieve business
objectives of the Group, they can only provide reasonable assurance
but not absolute assurance against material misstatement or loss.

The Board has established an on-going process for identifying,
evaluating and managing the significant risks faced by the Group.
This process includes enhancing the systems of risk management and
internal control in view of the changes to the business environment
or regulatory guidelines.

Management assists the Board in the implementation of the Group’s
policies, procedures and controls by identifying and assessing the
risks faced, and in the design, operation and monitoring of suitable
internal controls to mitigate and control these risks. The adequacy and
effectiveness of the systems of risk management and internal controls
of the Group are annually reviewed by the Board. The review covers
all material controls including financial, operational and compliance
controls as well as the process for the identification, evaluation and
management of the significant risks faced by the Company and
the Group. The Board also reviews the adequacy of resources,
employees’ qualifications and experience, their training programs,
and budget of the Group’s accounting, internal audit and financial
reporting functions. The Board has conducted and completed such
review in respect of the year ended 31 December 2019 and considers
the risk management and internal control systems of the Group
effective and adequate.
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HANDLING AND DISSEMINATION OF INSIDE
INFORMATION

For the purposes of handling and disseminating inside information
in accordance with the Listing Rules and the Securities and Futures
Ordinance (Cap 571 of the Laws of Hong Kong), the Company has
in place a policy on handling and dissemination of inside information
(“Policy”) which sets out the procedures and internal controls for
handling and dissemination of inside information in a timely manner
in such a way so as not to place any person in a privieged
dealing position and to allow time for the market to price the listed
securities of the Company with the latest available information. This
Policy also provides guidelines to staff of the Company to ensure
proper safeguards exist to prevent the Company from breaching the
statutory disclosure requirements. It also includes appropriate internal
control and reporting systems to identify and assess potential inside
information. Dissemination of inside information of the Company
shall be conducted by publishing the relevant information on the
websites of the Stock Exchange and the Company, according to the
requirements of the Listing Rules.

EXTERNAL AUDITOR AND AUDITORS’
REMUNERATION

The statement of the external auditor of the Company on their
reporting responsibilities and opinion on the Group’s financial
statements for the year ended 31 December 2019 is set out in the
section headed “Independent Auditor’'s Report” in this annual report.

The Audit Committee is responsible for considering the appointment
of the external auditor and reviewing any non-audit functions
performed by the external auditor, including whether such non-audit
functions could lead to any potential material adverse effect on the
Company.

During the year ended 31 December 2019, the Group has incurred
an aggregate fee of approximately HK$1,545,000 to the external
auditor and its affiliate. Among such fee, the amount of approximately
HK$1,140,000 was paid for the final audit purposes including interim
review and other review engagements and approximately HK$405,000
was paid to its affiliate for non-audit purposes. The non-audit services
mainly consist of consulting services in relation to the environmental,
social and governance reporting, risk assessment and review on
financing reporting procedures and internal control system, as well
as due diligence work over new projects.
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DIRECTORS’ RESPONSIBILITIES FOR THE
FINANCIAL STATEMENTS

The Directors are responsible for the preparation of the financial
statements for each financial year which gives a true and fair view.
In preparing the financial statements, appropriate accounting policies
and standards are selected and applied consistently.

COMPANY SECRETARY

The company secretary is responsible for ensuring that the Board
procedures are followed and facilitating communications among the
Directors as well as with shareholders and management.

During 2019, Mr. Chung Tin Yan has attended relevant professional
training to update his skills and knowledge. He met the training
requirements as required under Rule 3.29 of the Listing Rules.

INVESTOR RELATIONS

The Company believes that maintaining a high level of transparency is
a key to enhance investor relations. It is committed to a policy of open
and timely disclosure of corporate information to its shareholders and
the public.

The Company updates its shareholders on its latest business
developments and financial performance through its annual and
interim reports.

The website of the Company (www.legend-strategy.com) has
provided an effective communication platform to the public and the
shareholders.

SIGNIFICANT CHANGES IN CONSTITUTIONAL
DOCUMENT

The Company has not made any change to its constitutional
documents during the year ended 31 December 2019. A consolidated
version of the Company’s constitutional documents is available on
the Company’s website and the website of the Stock Exchange.
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INDUCTION AND CONTINUING PROFESSIONAL
DEVELOPMENT

Each newly appointed Director receives a formal, comprehensive
and tailored induction on the first occasion of his/her appointment
to ensure appropriate understanding of the business and operations
of the Company and full awareness of Director’s responsibilities
and obligations under the Listing Rules and relevant statutory
requirements.

All Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills. The
Company has continuously provided relevant training materials to the
Directors. Directors participated in continuous development relating
to their roles, functions and duties of a listed company director or
further enhancement of their professional development by the way of
attending training courses or reading relevant materials. All Directors
had provided the Company their training records for the year under
review. The Directors and officers are indemnified under a Directors’
and officers’ liability insurance against any liability incurred by them
in discharge of their duties while holding office as the Directors and
officers of the Company. The Directors and officers shall not be
indemnified where there is any fraud, breach of duty or breach of
trust proven against them.
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DIVIDEND AND DIVIDEND POLICY

The Group did not declare nor pay any dividends to shareholders of
the Group during the Year.

The payment and the amount of any dividends, if paid, will depend
on the results of operations, cash flows, financial condition, statutory
and regulatory restrictions on the payment of dividends by the Group,
future prospects and other factors that the Directors may consider
relevant. Holders of the shares will be entitled to receive such
dividends pro rata according to the amounts paid up or credited as
paid up on the shares. The declaration of payment and amount of
dividends will be subject to the Directors’ discretion.

Dividends may be paid only out of the Group’s distributable profits as
permitted under the relevant laws. To the extent profits are distributed
as dividends, such portion of profits will not be able to be reinvested in
the Group’s operations. There can be no assurance that the Directors
will be able to declare or distribute any dividend in the amount set
out in any plan of the Board or at all. The dividend distribution record
in the past may not be used as a reference or basis to determine
the level of dividends that may be declared or paid by the Group in
the future.

SHAREHOLDER COMMUNICATION

The Company has adopted a shareholders communication policy with
objectives to provide our shareholders with detailed information about
the Company so that they can exercise their rights as shareholders
in an informed manner. The Company would review the shareholders
communication policy on a regular basis.

The Company uses a range of communication tools to ensure its
shareholders are kept well informed of key business imperatives,
including annual general meeting, annual report, various notices,
announcements and circulars. Procedures for demanding a poll have
been included in circulars accompanying notice convening a general
meeting and such procedures have been read out by the chairman of
the general meeting. The annual general meeting and other general
meetings of the Company are primary forum for communication
between the Company and its shareholders. The Company shall
provide shareholders with relevant information on the resolution(s)
proposed at a general meeting in a timely manner in accordance
with the Listing Rules. The information provided shall be reasonably
necessary to enable shareholders to make an informed decision on
the proposed resolution(s). At the annual general meeting held on
31 May 2019 (the “2019 AGM”), a separate resolution was proposed
by the chairman of the meeting in respect of each separate issue,
including re-election of the Directors.
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At the 2019 AGM, the executive Director, the chairmen of the Audit,
Remuneration and Nomination Committees and representatives from
the auditor of the Company, ZhongHui Anda CPA Limited, were
present for questions from shareholders. There was one general
meeting held during the year ended 31 December 2019.

PROCEDURES FOR SHAREHOLDERS TO
CONVENE AN EXTRAORDINARY GENERAL
MEETING

There are no provisions allowing shareholders to propose new
resolutions at the general meetings under the Cayman Islands
Companies Law (2012 Revision). However, shareholders are requested
to follow article 58 of the Articles of Association of the Company,
general meetings shall be convened on the written requisition of any
one or more members holding at the date of deposit of the requisition
not less than one-tenth of the paid up capital of the Company
carrying the right of voting at general meetings of the Company shall
at all times have the right, by written requisition to the Board or the
secretary to the Company, to require an extraordinary general meeting
to be called by the Board for the transaction of any business specified
in such requisition; and such meeting shall be held within two (2)
months after the deposit of such requisition. If within twenty-one (21)
days of such deposit the Board fails to convene such meeting the
requisitionist(s) himself (themselves) may do so in the same manner,
and all reasonable expenses incurred by the requisitionist(s) as a result
of the failure of the Board shall be reimbursed to the requisitionist(s)
by the Company.
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PROCEDURES FOR SHAREHOLDERS TO
PROPOSE A PERSON FOR ELECTION AS A
DIRECTOR

The provisions for a shareholder to propose a person for election
as a Director of the Company are laid down under article 85 of the
Company’s Articles of Association. No person other than a Director
retiring at the meeting shall, unless recommended by the Board for
election, be eligible for election to the office of Director at any general
meeting unless a notice in writing of the intention to propose such
person for election as a Director, signed by a shareholder (other than
the person to be proposed for election as a Director) duly qualified to
attend and vote at the meeting for which such notice is given, and a
notice in writing signed by such person of his willingness to be elected
shall have been lodged at the head office or at the registration office.
The minimum length of the period during which such notices are given
shall be at least seven (7) days and the period for lodgment of such
notices shall commence no earlier than the day after the dispatch
of the notice of the general meeting appointed for such election and
end no later than seven (7) days prior to the date of such general
meeting. Detailed procedures for shareholders to propose a person
for election as a Director are available on the Company’s website.

PROCEDURES FOR SHAREHOLDERS TO PUT
FORWARD PROPOSAL

If a shareholder wishes to make any proposal at any general meeting
of the Company, the shareholder should deposit a written notice
of the proposal to the company secretary of the Company within 7
days commencing from the date of the notice of the general meeting
of the Company (or such other period as may be determined and
announced by the Director from time to time).

PROCEDURES FOR SENDING ENQUIRIES TO
THE BOARD

Shareholders may send written enquiries to the Company, for the
attention of the company secretary, by email: info@Isih.com.hk, or mail
to Suite 1705, 17/F, World-Wide House, 19 Des Voeux Road Central,
Central, Hong Kong.
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INFORMATION DISCLOSURE

The Company discloses information in compliance with the Listing
Rules and publishes periodic reports and announcements to the
public in accordance with the relevant laws and regulations. The
primary focus of the Company is to ensure information disclosure
is timely, fair, accurate, truthful and complete, thereby enabling
shareholders, investors as well as the public to make rational and
informed decisions.

CONCLUSION

The Company believes that good corporate governance could ensure
an effective distribution of the resources and shareholders’ interests.
The senior management will continue endeavors in maintaining,
enhancing and increasing the Group’s corporate governance level and
quality.
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Environmental, Social and Governance Report

R -#HEBRERAERE

PRINCIPLES

The Group hereby presents this Environmental, Social and
Governance report (“ESG report”) for the year ended 31 December
2019, in order to comply with the requirements set forth in
Environmental, Social and Governance (“ESG”) Reporting Guide of the
Listing Rules. This covers the environmental and social performance
of the core business of the Group in the PRC during the period from
1 January 2019 to 31 December 2019.

The Board is responsible for our ESG strategy and reporting including
evaluating and determining the ESG-related risks and ensuring
that appropriate and effective ESG risk management and internal
control systems are in place. We have engaged Zhonghui Anda
Risk Services Limited to identify relevant ESG issues and to assess
their materiality to the business as well as the stakeholders, through
reviewing the Group’s operations and holding internal discussions.
The management has provided a confirmation to the Board on
the effectiveness of the ESG risk management and internal control
systems. Pursuant to the general disclosure requirements of the ESG
Guide, disclosures relating to the material ESG issues identified have
been included in this ESG Report which aims to provide a balanced
representation of the Group’s ESG performance in the environmental
and social areas, and covers the Group’s operations.

This report comprises the review of environment, social and
governance areas, which sets out the Group’s policies and practices
as well as certain major subsidiaries of the Company’s policies and
practices in respect of three environmental aspects and eight social
aspects in accordance with ESG Reporting Guide of the Listing
Rules for the Year. This report is designed to allow the Company’s
stakeholders, such as shareholders, governments and regulatory
bodies, employees, customers, suppliers and society and the public
to have comprehensive understanding of the long-term sustainability
information of the Group. The Group seeks to balance the views and
interests of these stakeholders through constructive conversation with
a view to set the course for long term prosperity.
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Environmental, Social and Governance Report

BRI HERERBRE

The Group is principally engaged in hotel operations and hotel
consultations and management services and other related
businesses. For the Year, the Group operates four leased-and-
operated hotels. The four hotels are located at Nanshan District
(the “Nanshan Hotel”), Luohu District (the “Luohu Hotel”) and Baoan
District (the “Baocan Hotel”) in Shenzhen as well as in Huizhou (the
“Huizhou Hotel”) of the People’s Republic of China (the “PRC”)
(collectively, the “Four Hotels”). The Four Hotels have 685 rooms in
total. In addition, certain green renovations of the Four Hotels have
been completed in the Year in order to attract more guests and boost
the revenue of the Group.

STAKEHOLDER ENGAGEMENT

Stakeholder engagement plays a core role in the sustainability of the
Group. The Group fully appreciates the needs to build both online
and offline communication channels and to provide stakeholders with
timely reports on strategic planning and performance of the Group in
order to establish a continuing communication mechanism with the
stakeholders. In addition, the Group consults the stakeholders on their
recommendations and propositions to ensure its business practices
can meet the expectations of the stakeholders.

The stakeholders include the shareholders, governments and
regulatory bodies, employees, customers, suppliers and society
and the public. The Group discusses with the stakeholders through
various channels for their expectations and relevant feedback of the
Group as below:

Stakeholder Expectations

AEBETERFBEELERRMEERRMSE
BIEEERBGERMER - RAFE K&
B2 NREEELEEE - ENEEED 5
RPEARKMBE(HE]D R TE LR
(TFwED - ZBHR(EAEDRNERR(E
L5 1) AR AL A M T ([ S (e 18 [0 ]
BIED o EREEERXBFE8HEERE © I
AEEAEBSTAERBEENSE TR
& ARSI EZEARENMANEBH Y -

K ES R

FhESREASENARHEERTEEX
LAE AEERATERRK LEGTAE
BRE UYERAFSOER‘EEEASER
BEARE R RIRANRE - BUEBOHERLR
MOBBES o LI AEBRF O ERB KRR
mMERE URAREXBERTARMNEL
HE -

FOEBRBRR BEOREE#E &8
EP HERUERLERAR - AEEEB
ZRRBEFNETHANE  MAKED
MHERENT:

Communication and feedback

B0 E i) BRARKRE
Shareholders ° Financial results o Improving profitability
& 3R R REAFEEN

° ESG performance
RE HakEaRR
o Corporate transparency
PEFRAE
° Sound risk control
5T & A [ B 2 il

Legend Strategy International Holdings Group Company Limited
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° Monitoring use of resources
EREIRE A

° Regular information disclosures
EHEERE

° Optimising risk management and internal
control
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Stakeholder
B0 E

Expectations

M

Communication and feedback

BEKRER

Governments and
regulatory bodies

Bk EE#E

Employees

(=

Customers

5P

Suppliers
HER

Society and the public
HERAR

Compliance with laws and regulations
<P IE B 12 55

Tax payment in accordance with laws
WK B

Compliance with environmental
regulations

BTRIFRD

Career development platform
BEERTA

Salary and benefits

e kBN

Occupational health and safety

BEREEZE

Service quality

Rl 75 7K 4

Customer information security
BEFPERLR

Customer rights and interests

protection
ER#ERRE

Business ethics and credibility
AEBELEE
Integrity cooperation

BiEA

Environmental protection
BIERE

Employment opportunities
MEKSE

Caring company and social
responsibility

BE RNt T

Compliance operation

BRLE

Tax payment in full and on time
R EEMAT

Compliance of environmental policies
28 R B R

Promotion mechanism

WAL 1l

Competitive salary and employee
benefits

BEnFInEe hEERT
Providing trainings for employees and
strengthen their safety awareness
RHEEEFEI R MBR 2 EH

Monitoring of level of customers’
satisfaction through enquiry and
questionnaire
NERARBESEAENTEFPREE
Customer privacy protection
BERILERE

Complaint handling mechanism

B T2 155 I

Performing the contracts according to
law

KIEBH

Building a responsible supply chain
BvagEmftrEsE

Putting into use environmental
protections and energy saving
equipments
RIRREDBER IR AL A
Providing equal opportunities for all
employees

REMBEIATHS
Community investment

HERE
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EMISSIONS

As stated above, the Group is principally engaged in hotel operations
and hotel consultations and management services and other
related businesses. Hence, the emissions relating to air, greenhouse
gases emissions and discharge into the water and land, as well as
generation of hazardous and non-hazardous waste are minimal in the
Year.

During the Year, the major greenhouse gases emissions of the Four
Hotels were the greenhouse gases generated by the electricity
consumption and the waste paper disposal at landfills. In order to
minimise the energy consumption and waste paper of the Four Hotels,
various sustainable development measures have been enforced
to address environmental responsibilities within normal operating
procedures, including but not limited to () compact fluorescent lamp
were installed as many as possible in the Four Hotels for the Year;
(i) switch on and off sensors were installed in the corridors; (jii) staff
were encouraged to switch off the electronic devices, lights and air-
conditioners after the use of a room or leaving office for a period
of time such as lunch hour; (vi) air-conditioners with low efficiency
or malfunction were replaced in the Year; (v) refrigerators were kept
away from sunlight; and (vi) staff were encouraged to print only when
necessary and use recycle papers in first priority for printing so far
as practicable.

Other air pollutants include nitrogen oxides (“NOx”), sulphur oxides
(“SOx”) and particulate matter (“PM”), which have adverse effects on
climate, ecosystems, air quality, habitats, agriculture, and human and
animal health. The Group generates other air pollutants through the
use of its motor vehicles.

BE

M EXFIR  ARETEREHELER
TRAUR R R SR R E IR IRIS SRR
AR AFELEEREZRERY  BER
BHE - MKk LS UREERER

RAFEE  MEEENET 2R ERBHERR
BENHEHRIGEREBRRENER - REER
A I fEE EH) BE B RE R BEAL - AEBER
RETAFREERER EAFRLLBRES
AREREET BRETRRORAFER
POREEE R AT RE R K AR R (NN EBLRE
4 8 /2 B =% (i) 2 B) B T7E(E A 5 M 1R
AP AE—REME(MTERR) RBMAET
i BREZER: (VRAFEERERK
HEMENZR VKEEBBEEARE: &
(vi)sx B B T2 M E R 4T EN I £ H) B Rl 1T 80
ERELERBERITE -

Hivz=msAxyeRastn((asatyl)
e ((RA)) R B IF M (18 0F
Hl) - e RE £REASR EREE -
BEH  REUARANENB YR FEHETF
FE - AEEBRBEERAIEELHEMBERS

Gaseous Emissions from the Use of Motor Vehicles ERHESEEENREIHER

Indicator Unit 2019 2018
EE B —E-NEF —E-N\HF
NOx Kilogram (“Kg”)

RELW AN (N 0.99 N/A i@ A~
SOx Kg

iE=R1et7) AT 0.02 N/A 3@ F*
PM Kg

& OF ORL RNIT 0.07 N/A 738 F*

*

No motor vehicle was used for the year ended 31 December 2018.
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BIE HEREBRE

Greenhouse Gases (“GHG”) Emissions from Operations

EEELENRAERB(REREDHER

Indicator Unit 2019 2018

5 = —B-hE —B-NF

GHG emissions (Scope 1) Kilogram of Carbon dioxide equivalent

oz R P (B ) (“Kg of CO,e")

—attmAarFe((ZatmarEE]) 4,222 N/A i A

GHG emissions (Scope 2)* Kg of CO,e

BEREBEER(FE2) " —EmATES 1,003,217 1,149,295
(Note 1 P 7E1)

GHG emissions (Scope 3)* Kg of CO,e

BERBHER(HEI) —SRATESE 47,145 42,094
(Note 2 fff5£2)

Total Kg of CO,e

Gk —ERATEE 1,054,584 1,191,389

Hotel gross floor area Square meter (“M?”)

B E R FIARAFTAKD 35,956 35,956

GHG intensity Kg of CO,e/M?

BREREERE —akmArSEE FHK 29.3 33.1

* The emission factor is sourced from the China Southern Power Grid — * FREFHRE-T—tFHEBITER -

in 2017. The figures are calculated in accordance with the “Reporting
Guidance on Environmental KPIs”.

Note 1: The figure is restated as the emission factor used for the calculation
of CO,e associated with electricity purchased in Southern China is
changed in order to be in line with the calculation of the figure in
the Year.

Note 2: The figure is restated as the paper waste and emission factor of
electricity used for processing fresh water and sewage in Southern
China for the calculation of CO,e are changed in order to be in line
with the calculation of the figure in the Year.

Environmental performance from operations

BEDREIRFRBREEXERREES]
ﬂ+ﬁ

BIEEt: mRARFEEEIBEREN AL
MEENHRAFLBREZE  WABER
BIREINTE T NFENEE
gho

fiae: ARFE —RILREEREAREEE

FEOR K 5 KPR E D B BE A F R

“@5 BHEBBREDEEIANE T —
FEMNBUEAETN -

EEELINRERR

Indicator Unit 2019 2018
EE By —E-NF —E-N\F
Hazardous waste produced Ton

BEEWELE WA N/A 7~ iE A N/A i@ A
Intensity Ton/M?

HE WE ¥ 75K N/A 7 i A N/A 71 i3 F
Non-hazardous waste produced Ton

FEESREYMEE ] 22.5 25.7
Intensity Ton/M?

HE a7 oK 0.001 0.001
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BRI HERERBRE

No hazardous waste are generated from the operations of hotel
business, hotel consultations and management services and other
related businesses. Non-hazardous wastes generated from the
operations in the Four Hotels are mainly office and hotel room
consumables. The hotel staff has promoted separation of waste
such as cartons and plastic bottles, which are placed in certain
areas assigned to recycled suppliers for collection. For the hotel
consumables such as cans and used plastic bottles of water, the
building management offices of landlords have separated them from
other waste for recycling purposes.

Compliance with relevant laws and regulations

The Group is not aware of any non-compliance with the Environmental
Protection Law of the PRC and other applicable laws and regulations
that has an impact relating to air and greenhouse gases emissions,
discharges into water and land, generation of hazardous and non-
hazardous waste of the Group in the Year.

No fines or non-monetary sanctions for non-compliance with relevant
laws and regulations had been reported in the Year.

USE OF RESOURCES

The Group is committed to minimising the impact of business
activities on the environment and supporting environmental protection
programs. In particular, a number of initiatives, which are designed to
conserve resources, were introduced to promote employee awareness
of the need to achieve efficient utilisation of resources.

As mentioned in the above “Emissions” section, the Group has a
series of policies and procedures to minimise the electricity used by
the employees in the Four Hotels. In order to increase the electricity
consumption efficiency, a number of new light-emitting diodes (“LED”)
lightings were installed in the Year. Other than above, solar water
heaters and heat pumps have been installed in Nanshan Hotel to
generate daily hot water supply in order to reduce gas or electricity
consumption. In addition, shower sprinklers with low water pressure
were installed in all bathrooms of the Four Hotels to reduce water
consumption and water intensity.

Legend Strategy International Holdings Group Company Limited
E B R EERERAF
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BIE HEREBRE

Relevant Consumptions from Operation EEEXNHEBERE

Indicator Unit 2019 2018
g By —E-NF —E-N\F
Energy Consumption

BE R OH 7

Electricity consumption* kWh

D=k = TR 1,850,441 2,119,884
Electricity consumption intensity kWh/M?

BIHREE TRE/FHK 51.5 59.0
Water Consumption

K3

Water consumption* Cubic metre (“M®”)

IR S OK 86,384 81,522
Water consumption intensity M&/M?

KEERE SR ET K 2.4 2.3

As the Group is principally engaged in hotel operations and
hotel consultations and management services and other related
businesses, no packaging material was used in the Year.

Regarding the hotel operations, the Group closely monitors the level
of energy consumption and greenhouse gases emissions of its hotels.
Every year, the Four Hotels are required to set their respective energy
and carbon reduction targets, and come up with feasible measures to
achieve them. The details and results achieved are listed as follows:

HRARETZRFEESERIRHEERE
FEAEEERFEFHBER  RAFEL
BEERBEME -

RAEEEELEMs  AEERENE
B 5 B BE TR OB FE NOR E R R HE UK o TE
BIEGFIYAR MR EFE B MR M AU B
B WHIEATHEBLNEXBIR - FIESE
MEFBREREINNT:

Projects Details and results achieved

EE FEZENFBERER

LED and compact fluorescent lamps During the Year, LED lightings have been installed in Baoan Hotel during
LED & 12 & jE renovation. For Nanshan Hotel, Luohu Hotel and Huizhou Hotel, a number

of compact fluorescent lamps have been installed, which have saved up
much electricity as compared with incandescent light lamp.

RAFE  EXECHREEHMLTELEDRRE - ERBILE BHERE
ME - BEERAREEH TR ML FERSEHFLEEZES -

Shower heads Using water savings shower heads in the bathroom of the Four Hotels,
B E consumption of water is saved after installation.
RUEBEAEEAEKIERE  TREEHEAK-
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BRI HERERBRE

Solar water heaters and heat pumps
KIGREEKE RERR

Air-conditioners

%=1

Non-Hazardous Waste

FEEED

Solar water heaters and heat pumps have been installed in Nanshan Hotel
to generate daily hot water supply in order to reduce gas or electricity
consumption. The consumption of electricity is saved in the Nanshan Hotel
for water heating.
ERMILERREARNGERIKEREAREETARKEE UKD RS
HEEME c BILERETE B MR AR D E ) ERE o

During the Year, a number of new air-conditioners have been upgrading
from old air-conditioners for the renovation of Baoan Hotel. The relevant
consumption of electricity would be reduced. Moreover, energy saving
signs are displayed to remind hotel staff to turn off air-conditioners after
use to promote energy saving.

REAFEE BREREHE EHETEZRAARZHZH  HEEN
HREREARER D - BE  HERREREERM L REBEEEIN®
RZEFEE L LETREEIR -

Non-hazardous waste from the Four Hotels include packaging materials
of hotel guest supplies, paper for office use and kitchen waste from
restaurants of hotels. The hotels made their best effort to minimising the
impact on the environment by using biodegradable material for packaging
materials of hotel guest supplies. The Four Hotels promoted separation
of waste such as cartons and plastic bottles, which are placed in certain
areas assigned to recycled suppliers for collection.
MABENEEEENERBEEEAMBEEDH  HAZERERBE
EREREYD BEFERAEFERMBEDERBAIEMERDE -
FRERSREXE NMBEHRIEM(NEMRZBI 2B HER
DIRTEWHERN S TREHELKE -

THE ENVIRONMENT AND NATURAL RESOURCES BRERXARER

The Group always raise energy-saving awareness among the staff of A& BE TR A PUEAJEE THEise ) 25 -
the Four Hotels, reminding them to switch off all lighting and electronic  #fEREE TR ERZMEAME E X KEFH
devices after use. On the other hand, hotel guests are encouraged # > F— W @ FRNBEEREIRMEEREE

ol N

energy reduction by providing energy-saving tips in hotel lobbies and #Z &R BEEFSMRHEEEEEIER - S BB

written reminders in guest rooms.

JEEREAIBEIR ©

The impact on the environment and natural resources from the hotel AFE @ AEENFHMNEELCEEHRER
operations of the Group in PRC is minimal in the Year. BAERENNFZER B -

Legend Strategy International Holdings Group Company Limited
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EMPLOYMENT

The Group places a significant emphasis on developing human
capital and provides competitive remuneration and welfare packages.
Promotion opportunities and salary adjustments are benchmarked
against individual performance. Employees are entitled to benefits such
as annual leave, sick leave, maternity leave, marriage leave, funeral
leave and medical coverage in accordance with local regulations.

Distribution of work force classified by difference catalogues as follows:

1’

AEEREERERANEAL EHARTF
HevE B EEMNAS  BeREETIEAR
RRESENMHBRIELFHERE - BEAR
BREMEIRZEEFR BR ER BRK-
ERAMBERRSFZEBEAHN -

ETRBRANSENED NS EMT

Social Performance Unit 2019 2018
HERR B —E-hEF —E-N\F
By Gender

&= B8l o

Male People

B s A 25 (36%) 28 (33%)
Female People

pegis A 45 (64%) 58 (67%)
Total People

Bt A 70 (100%) 86 (100%)
By Age Group

RERABERNE S

Under 30 years old People

303K AT A 29 (41%) 41 (48%)
30-50 years old People

30E507%, A 35 (50%) 36 (42%)
Over 50 years old People

505% PA A 6 (9%) 9 (10%)
Total People

st A 70 (100%) 86 (100%)
By Employment Categories

BREER

Senior level People

= AR A 3 (4%) 7 (8%)
Middle level People

A AR A 17 (24%) 15 (17%)
Entry level People

UNBE A 50 (72%) 64 (75%)
Total People

ot A 70 (100%) 86 (100%)
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The Group places emphasis on equal opportunities for all personnel
in respect of hiring, pay rates, training and development, promotion
and other terms of employment. The Group is committed to providing
a working environment which is free from any form of discrimination
on the basis of ethnicity, gender, religion, age, disability or sexual
orientation.

The Group has a wide diversity of cultures including the employees
with different genders, ages, skills, educational backgrounds, industry
experiences and other qualifications in order to achieve the most
suitable composition and balance.

The Group has enhanced its employee handbook with effect from
January 2015 which is applicable for the Four Hotels. Such employee
handbook is developed in accordance with the Labour Law of PRC
and has been distributed to all employees since they commence
working for the Group.

The remuneration and position of the employees of the hotel
operations will be adjusted which are based on the results of
evaluation of individual working performance and efficiency. Staff
bonus is based on the performance appraisal and operating results.

Treatment of employee’s misconduct must be fair and reasonable in
all of the circumstances. Misconduct may lead to a warning and even
a dismissal. Any acts of misconduct are to be reported to the human
and administration department. In the Year, no incident of serious
misconduct was identified.

Employees’ wages, overtime payments and related benefits are made
not less than the local government’s minimum requirements. The
normal working hours for general employees are normally 8 hours a
day and 40 hours a week. Integrated computation of working hours
is implemented with reference to the requirements of the Labour Law
of the PRC.

Legend Strategy International Holdings Group Company Limited
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Compliance with relevant laws and regulations

The Group is not aware of any material non-compliance with the
Labour Law of the PRC, Labour Contract Law of the PRC, Payment
of Wages Tentative Provisions and other applicable laws and
regulations that has a significant impact relating to compensation and
dismissal, recruitment and promotion, working hours, rest periods,
equal opportunity, diversity, anti-discrimination and other benefits and
welfare on the Group in the Year.

No non-compliance with law that resulted in significant fines or
sanctions had been reported in the Year.

HEALTH AND SAFETY

The Group adopts non-discriminatory employment practices and
provides a healthy and safe workplace. All employees are strictly
required to follow the operating procedures, which include but not
limited to (i) pay attention to whether there is a dangerous work
situation, if found, should immediately report to the supervisor; (i) use
both hands to handle the carts; (iii) use a ladder or chair to take items
from a height or ask colleagues for help; (iv) wipe out the slippery or
oily working areas immediately in order to prevent slipping; (v) do not
use damaged machines or appliances to avoid accidents; (vi) maintain
a variety of tools and safety equipment; and (vii) strictly enforce the
industry norms and professional operation.

Smoking is prohibited in all indoor areas of the Four Hotels. First
aid, fire extinguishing, evacuation, leakage and escape exercises are
regularly performed. Two fire drills were conducted in the Year for the
Four Hotels.

For electrical works, the Four Hotels have employed electrical
technicians who have valid licences granted by relevant government
officials.

Compliance with relevant laws and regulations

The Group is not aware of any material non-compliance with the
Law of the PRC on Work Safety, Regulations on Work-Related Injury
Insurance of the PRC and other applicable laws and regulations that
has a significant impact on the Group relating to provide a safety
working environment and protecting employees from occupational
hazards in the Year.

BTIHBEEERER

REBI B EA A ETHELEE - F
BEEHEFZE  TEXNEITIHRORBRE
BREERMEBEBAFEAEERGE LR
B -HERER TERH KEKHE  F
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M E -

f
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i
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ERTER o

BERZE

AEERAFEERRBERLZFHRREL
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By BEETRRNEBEIERREAFE
felER - — &I - EILBIA EAREPIH®R
EoMEFHE (WA FHAF TSR
ERYFEBERAFTER  (vAEBRREB
oM R TIER - PR A (vEIEERRE
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No non-compliance with law that resulted in significant fines or
sanctions had been reported in the Year.

DEVELOPMENT AND TRAINING

The Group has been committed to providing on-the-job training of
its employees in order to enhance their knowledge and skills. All
employees are encouraged to enhance their skills and knowledge at
every opportunity in order to perform their current job more efficiently
and effectively and to be better prepared for career opportunities
which may arise. During the Year, quarterly training courses were
provided to the employees including but not limited to customer
check-in and check-out procedures, room services techniques,
disinfection techniques for hotel rooms, fire safety, handling
customers’ complaint, handling of items left by customers and so on.
The employees participated actively in the training courses. For certain
external training courses recommended by the Group, such fees of
training course are borne by the Group in accordance with the specific
guidelines of reimbursement stated in the employee handbook.

For recreation activities, the Group often organises a variety of
physical and mental health or sports activities, such as various sports
competitions, outdoor picnic and employees’ birthday party.

LABOUR STANDARDS

The Group fully understands that the exploitation of child and
forced labour are universally condemned, and therefore take the
responsibility against child and forced labour very seriously. The
Group complies with all laws and regulations against child labour and
forced labour strictly for the Four Hotels.

For entry registration, all employees must present valid documents
and copies to the Group as follows: (i) identity card, academic proof
such as diploma or degree certificate, title certificate, vocational
qualification certificate, English grade certificate; (i) social security
card; (iii) medical or health certificate; (iv) recent photos; and (v) other
relevant information and documents required by the Group. The above
procedures can ensure no child labour will be employed in the hotel
operations.
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All Employees are entitled to have sick leave, injury leave and
maternity leave with medical proof in accordance with the Labour
Law of PRC. In addition, all employees work normally 8 hours daily
and are not encouraged to work overtime. But if overtime work is
required, the relevant employees and superior will agree mutually in
written form. The compensation for overtime work is in accordance
with the provisions of Labour Law of PRC.

Compliance with relevant laws and regulations

The Group is not aware of any non-compliance with the Labour Law
of the PRC, Provisions on the Prohibition of Using Child Labour,
Protection of Minors of the PRC and other applicable laws and
regulations relating to preventing child or forced labour on the Group
in the Year.

No non-compliance with law that resulted in significant fines or
sanctions had been reported in the Year.

SUPPLY CHAIN MANAGEMENT

The Group has set up strict supply chain management system
to ensure high quality of service to our hotel customers. Specific
attentions have been paid to promote the health and safety
consumables and services of the Four Hotels.

In order to satisfy the customer expectation on entertainment, a
renovation project has been launched for Baoan Hotel in the Year.
New types of hotel rooms are introduced to customers such as
theatre room.

The Group adheres to the principle of transparency and implements
the values of honesty, integrity and fairness in the supply chain
management. When selecting suppliers, the Group takes into
account the factors such as quality of services and products, past
performance and reputation of the suppliers. When dealing with
suppliers of goods and services, the approval procedures are in place
to ensure that supplier engagements are monitored and approved
by the appropriate level of management. The Group expects major
suppliers to observe the same environmental, social, health and safety
and governance policies in their operating practices as those adopted
by the Group.
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The major suppliers for hotel operations are supply of bottles of water,
washing of bed linings and pest control. For drinking water provided to
customers, the Group places orders to acquire bottles of water from a
well-known brand which has a series of green production procedures.
For washing of bed linings, the Group requires the supplier to provide
hygiene licence and environmental protection certificate prior to
placing any order. For pest control, the Group requires the supplier
to use pest control materials or consumables which fulfil the required
standards of local laws and regulations.

PRODUCT RESPONSIBILITY

A high priority for the Group is to ensure customer satisfaction in
terms of our products and services. Strenuous efforts are made to
ensure compliance with the laws and regulations relating to product
health and safety, advertising, labelling and privacy matters of the
jurisdictions in which we operate. The Group requires its employees
to comply with applicable governmental and regulatory laws, rules,
codes and regulations.

The Group deals with lots of private and confidential information
of its hotel customers. Hence, the Group has set up strict code of
conduct requirements for their employees. In addition, the employees
are required to maintain all reasonable methods to safeguard the
information of the Group and the customers as stated in employee
handbook and working practices.

As mentioned above, smoking is prohibited in all indoor areas of
the Four Hotels. First aid, fire extinguishing, evacuation, leakage and
escape exercises are regularly performed. Daily hotel room cleaning
services and regular hygiene inspection are maintained from time to
time. If a customer complains on initially assigned hotel room, the
front line staff will arrange another hotel room until it is satisfied by
the customer.

Compliance with relevant laws and regulations

The Group is not aware of any material non-compliance with the
Patent Law of the PRC and other applicable laws and regulations
that has a significant impact relating to health and safety, labelling
and privacy matters relating to products and services provided and
methods of redress on the Group in the Year.

No significant fines had been reported in the Year.
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ANTI-CORRUPTION

Corruption, bribery, extortion, fraud and money laundering in any form
are strictly prohibited. The Group’s anti-corruption policies set out
standards of conduct to which all employees are required to adhere
in order to promote the integrity environment in the workplace. Any
employee is prohibited from giving and accepting of advantages, by
using the excuse of work or the authority granted from the Group. The
advantages include but not limited to money, gifts, loans, rewards,
contracts, services and entertainment.

All employees are required to strictly follow the guidelines stated in the
employee handbook, which includes but is not limited to (i) protection
of customer information, business decision and private documents; (ii)
report and contribute to the Group for any gifts, commission, rebate
exceeding RMB100; (iii) prohibit to use the name or authority of the
Group for personal benefit; and (iv) prohibit to negotiate business
separately such as signing of contract, purchase of equipment or
goods without obtaining approval from relevant superiors.

The Group encourages the reporting of dishonest acts by the
employees. The human resources department may terminate the
employment contract with the employee who carries out dishonest
acts as stated in the employee handbook. The content of the
complaint should be clear to the fact that it is forbidden to fabricate
the facts without any factual basis or vent their anger. The criteria
for a valid complaint includes () the individual is unfairly treated in
which relevant superior handling of the problem is not fair, abuse of
power or combat retaliation; and (i) the behaviour of individual causes
damage to the interests of the Group. All employees can raise their
complaint by putting a written letter into a complaint box located at
reception of the hotel, by mail to human resources department or
even by verbal presentation.

Compliance with relevant laws and regulations

The Group is not aware of any material non-compliance with the
Anti-Unfair Competition Law of the PRC and other applicable laws
and regulations that has a significant impact on the issuer relating to
bribery, extortion, fraud and money laundering in the Year.

There was no legal case concerning corruption brought against the
Group or its employees in the Year.
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COMMUNITY INVESTMENT

The Group is committed to creating sustainable prosperity that
brings long-term social and economic benefits for all stakeholders,
particularly to maintain the relationship with interest groups which are
relevant to business operation. This is realised by first meeting the
needs of the hotel employees and then further extending the caring
and services to their families and to the surrounding community.

Although the Group has not established and documented a specific
community policy, social care is deep-seated in the Group’s corporate
culture. Employees are encouraged to participate in various charitable
events and community service.

During the Year, the Group organised several team-building activities
for its staff. The Group believes that such entertaining corporate
team-building activities for staff are not only beneficial to the health
of staff, but are also relaxing and conducive to team building outside
of the workplace, improving cross-departmental communications,
creating a chance to know each other in different departments and
promoting fellowship at workplace, leading to a more harmonious and
productive working environment.
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Report of the Directors

EEEHE

The Directors of the Company (the “Directors”) are pleased to
submit their report together with the audited consolidated financial
statements of the Company, and its subsidiaries (collectively the
“Group”) for the year ended 31 December 2019.

BUSINESS REVIEW

Details of business review are set out in the “Chairman’s Statement”
on pages 5 to 7 and the section of “Management Discussion and
Analysis” on pages 8 to 19.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
The Group is principally engaged in hotel operations and hotel
consultations and management services and other related business.
The Group is also involved in the money lending business. The
foregoing discussions form parts on the business review as contained
in this Report of the Directors.

SEGMENT INFORMATION

An analysis of the Group’s performance for the Year by business
segments is set out in Note 7 to the consolidated financial
statements.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2019 are
set out in the consolidated financial statements on page 81 of this
annual report. The Directors do not recommend payment of any
dividend in respect of the year ended 31 December 2019.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group during the Year are set out in Note 16 to the consolidated
financial statements.

PROPERTIES

The Group did not own any major property or property interests as
at 31 December 2019.
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SHARE CAPITAL

Details of the movements in the Company’s share capital during the
Year are set out in Note 28 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

As at 31 December 2019, the Company had no reserve available for
distribution to shareholders including share premium account and
accumulated losses.

RESERVES

Details of movements in the reserves of the Company and the Group
during the Year are set out in Note 30 to the consolidated financial
statements and in the consolidated statement of changes in equity
on page 85 respectively.

TAX RELIEF AND EXEMPTION

The Directors are not aware of any tax relief and exemption available
to the shareholders by reason of their holding of the Company’s
securities.

PRE-EMPTIVE RIGHTS

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

MAJOR CUSTOMERS AND SUPPLIERS

The diversity and nature of the Group’s activities are such that
the percentage of sales attributable to the Group’s five largest
customers was approximately 58.0% (2018: 54.6%) of the total and
the percentage of sales attributable to the Group’s largest customer
was approximately 25.1% (2018: 21.0%) and the Directors do not
consider any one customer to be influential to the Group.
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The main suppliers of the Group comprise of suppliers of disposable
amenities, bed linings cleaning, laundry services, supply of bottles of
water and pest control. For the financial year ended 31 December
2019, the Group’s five largest suppliers in aggregate accounted
for approximately 69.5% (2018: 33.5%) of the total purchases and
purchases from the largest supplier accounted for approximately
35.6% (2018: 13.6%) of total purchases.

None of the Directors, their close associates or any shareholders of
the Company (which, to the best knowledge of the Directors, own
more than 5% of the Company’s issued share capital) had any interest
in the Group’s five largest customers or five largest suppliers during
the financial year ended 31 December 2019.

BANK LOANS AND OTHER BORROWINGS

As at 31 December 2019, there was no borrowings from Former
Controlling Shareholder (2018: HK$13,800,000). In addition, as at
31 December 2019, the Group had borrowings of principal amount
of HK$15,000,000 (2018: HK$10,000,000) from Current Controlling
Shareholder. The borrowings are unsecured, interest-free and
repayable on demand. Save for the borrowings, the Group did not
have any outstanding bank borrowings (2018: Nil).

Moreover, on top of the above borrowings, Current Controlling
Shareholder has also made available a credit facility up to the amount
of HK$350,000,000 to the Company under substantially the same
terms with the Current Controlling Shareholder’'s Borrowing under
which the Company may request for drawdown at any time prior to
15 November 2021 and any borrowing made will be unsecured and
interest-free. As at 31 December 2019, credit facility of amount of
HK$335,000,000 (2018: HK$340,000,000) is available for use.

INTEREST CAPITALISATION

The Group had nil capitalised interest during the year ended 31
December 2019 (2018: HK$NIl).
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GROUP FINANCIAL SUMMARY

A summary of the results of the Group for year ended 31 December
2019 is set out on page 155 of this annual report.

DIRECTORS

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

Executive Directors
Mr. Chung Tin Yan (Appointed with effect from 31 December 2019)

Mr. Ye Shusheng (Resigned with effect from 31 December 2019)

Non-executive Directors

Mr. Yuan Fuer (Chairman)
Mr. Hu Xinglong

Independent Non-executive Directors

Mr. Wu Jilin
Mr. Du Hongwei
Ms. Li Zhou

Mr. Ye Shusheng resigned as an executive Director with effect from
31 December 2019. Mr. Ye Shusheng has confirmed that he has
no disagreement with the Board and he is not aware of any matter
regarding his resignation that needs to be brought to the attention of
the shareholders of the Company. The Board would like to express
its sincere gratitude to Mr. Ye Shusheng for his contribution to the
Company during his tenure of office.

The terms of office of each Director are subject to retirement by
rotation in accordance with the Company’s Articles of Association.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the Directors of the Company and the senior
management of the Group are set out from pages 20 to 22 of this
annual report.
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DIRECTORS’ SERVICE CONTRACTS

None of the Directors who are proposed for re-election at the
2019 AGM 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.

PERMITTED INDEMNITY PROVISION

The service agreements entered into by the Company with each
of the executive Directors, which are currently in force and were in
force during the year ended 31 December 2019, contain indemnity
provisions which are permitted indemnity provisions under section
467 of the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong) for the benefit of the executive Directors. Pursuant to such
provisions, the Company shall indemnify any executive Director
against any liability attaching to him in connection with any legal
proceedings in which he is involved by reason of being a Director,
and in which the judgment is given in his favour or in which he is
acquitted.

TERMS OF OFFICE FOR THE INDEPENDENT
NON-EXECUTIVE DIRECTORS

All the independent non-executive Directors were appointed for a
specific term of three years, but subject to the relevant provisions of
the Articles of Associations or any other applicable laws whereby the
directors shall vacate or retire from their office.

EMOLUMENTS OF DIRECTORS AND FIVE
HIGHEST PAID INDIVIDUALS

Details of the emoluments of the Directors of the Company and the
five highest paid individuals of the Group are set out in Note 9 to
the consolidated financial statements, respectively. Remuneration
packages of the Directors are recommended by the Remuneration
Committee and approved by the Board.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTEREST AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 31 December 2019, so far as was known to the Directors,
the following Director had interest in the shares of the Company as
notified to the Company and the Stock Exchange pursuant to the
Model Code and as recorded in the register required to be kept by
the Company under section 352 of the SFO:

Capacity/Nature

Number and

EERFETHRAEREARAR
HAEBZERD MHBEROKRE
BEZEZERAR

REEFM R-E—AF+-A=+—A
AT 8 B RARR D o A IR B R
BHNEARTRBR AR AT RAERAE
1B KR GG B E 2 B EM
2%

Approximately
percentage of the
issued share capital

Name of Director of interest class of shares (Note 1)
EEBRITRA
BEEHA B EEME BOEERER BAE DL (K EE1)
Yuan Fuer (Note 2) Interest of a controlled 321,580,510 shares 71.72%
corporation

rERHFE2) SEREE S 321,580,510% 71.72%
Note 1: The approximate shareholding percentage is based on the number — Biti1: HABREED L HER-Z—NF+_-A

of shares in issue as at 31 December 2019 of 448,363,708. =+—HE#17%1H448,363,708% °
Note 2: These 321,580,510 shares were registered in the name of Hehui  Fi3E2: §%321,580,510% %17 & MAHehui International
International Development Limited (“Hehui”). Mr. Yuan Fuer held Development Limited ([Hehuil) 8% T & &
the entire issued share capital of Hehui and was deemed to be B o RETFEEEEHehU 2 R EITR
interested in the 321,580,510 shares in which Hehui was interested 7 B ER IR B SR BGOSR A%
pursuant to the SFO. BHehuiffE A 2 321,580,510l (D iz 2

B o

Save as disclosed above, as at 31 December 2019, so far as was B XA EN  RESHA  R-Z—N

known to the Directors, none of the Directors and the chief executive
of the Company had any interest or short position in the shares,
underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO) as
recorded in the register required to be kept by the Company under
section 352 of the SFO or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code.
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Report of the Directors

EEERE

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

As at 31 December 2019, so far as was known to the Directors, the
following substantial shareholders (as defined in the Listing Rules)
of the Company, not being Directors or the chief executive of the
Company, had interests in the shares as recorded in the register
required to be kept by the Company under section 336 of the SFO:

TERRRAMATIREAQIFR
7 -HEROREEEZERZR
xR

REEFRH R=E-NAF+=A=+-A "

ATARREERR(CER R EmH AL
ARNREBEXRTETBRAB)RKROFESR
AERRARARER %R EHFPI£E336
FFEzECM s

Aggregate
percentage of
Shareholding

Name Capacity Number of shares (Note 1)

wREES T

i I=87) B9 8 E (KEEE1)

Hehui Beneficial owner 321,580,510 71.72%

EmEA A

Chen Hui (Note 2) Interest of a controlled corporation 35,740,071 7.97%
PR ¥ (M 5E2) SYEHEE 2 s

Note 1: The approximate shareholding percentages are based on the Fisl: BMABREESHLNDER-ZE—NAF+=

number of shares in issue as at 31 December 2019 of 448,363,708. A=+—HBE #7118 H448,363,708% -

Note 2: As disclosed in “Form 1 — Individual Substantial Shareholder Notice” — Bti¥2: MR ELAR T —NF- A -+

filed by Mr. Chen Hui on 20 February 2018, Mr. Chen Hui controls ARIERE - EBARKBREBAN]ZH

100% of the shares in &2, which in turn controls 100% of the BREBEXEERSZRAS100% 2 K

shares in CHINA DRAGON ASIA CHAMPION FUND SERIES SPC, o MmE R 2 8% B CHNA DRAGON

and &R 2and CHINA DRAGON ASIA CHAMPION FUND SERIES ASIA CHAMPION FUND SERIES SPC

SPC each holds interests in 35,740,071 shares of the Company 2100% R% # - It BRHEER

directly. CHINA DRAGON ASIA CHAMPION

FUND SERIES SPCEREEHABE AR

35,740,07188 A& 17 °

Save as disclosed above, as at 31 December 2019, so far as was B EXFTH T BMEZHA - B —N

known to the Directors, no other person (not being a Director or the H+—-F=+—H " Wﬁﬁl@/\i(l#zﬁﬁ

chief executive of the Company) had any interest or short position in A& =k E1TH A B) A% (0 sk #8 B i 1D

the shares or underlying shares as recorded in the register required
to be kept by the Company under section 336 of the SFO.

THAEABLRARARERE S BE G
FIBIHRTFEZERMEEIIRE ©
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DIRECTORS’ INTERESTS IN A COMPETING
BUSINESS

Mr. Yuan Fuer, a non-executive Director of the Company, is the
ultimate beneficial controlling shareholder of Shenzhen Hazens.
Shenzhen Hazens is principally engaged in property development and
property management services business and holds interests in several
hotels which are located in the United States of America and managed
by multinational hotel management groups through its subsidiaries.
Given that the hotel business of Shenzhen Hazens and its subsidiaries
is not conducted in the target markets of the Group or places where
the Group has existing and ongoing business operations, and that
the majority of the members of the Board are independent and not
connected with the boards of Shenzhen Hazens and its subsidiaries,
the Group is capable of and has been operating independently of,
and at arm’s length from the business of Shenzhen Hazens and its
subsidiaries, no competition is considered to exist during the Year.

Save as disclosed in the above and the section headed “Biographical
Details of Directors and Senior Management”, for the year ended
31 December 2019 and up to the date of this report, the Directors
are not aware of any business or interest of the Directors, the
management of the Company and their respective associates (as
defined under the Listing Rules) that compete or may compete with
the business of the Group and any other conflict of interest which
any such person has or may have with the Group.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in the sections headed “Connected Transactions”
and “Continuing Connected Transactions” below and in note 33 to the
financial statements and those exempted from the reporting, annual
review, announcement and independent shareholders’ approval
requirements under the Listing Rules, there was no

(1)  transaction, arrangement or contract of significance in relation
to the Group’s business to which the Company or any of its
subsidiaries was a party in which any Director or any entity
connected with any Director is or was materially interested,
either directly or indirectly;

(2)  contract of significance between the Company, or any of its
subsidiaries, and any of the Company’s controlling shareholders
or their subsidiaries; or

(8)  contract of significance for the provision of services to the
Company, or any of its subsidiaries, by any of the Company’s

controlling shareholders or their subsidiaries

subsisting during or at the end of the financial year.
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ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

At no time during the Year was the Company or any of its subsidiaries
a party to any arrangements to enable the Directors to acquire
benefits by means of the acquisitions of shares or debentures of, the
Company or any other body corporates.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the
whole or any substantial part of the business of the Company which
was not contract of service with Directors or persons engaged in the
full-time employment of the Company was entered into or existed
during the year under review.

CONNECTED TRANSACTIONS

The related party transactions set out in note 33 (other than note
33(c)) to the consolidated financial statements constituted connected
transactions or continuing connected transactions of the Company
under Chapter 14A of the Listing Rules. The Company has complied
with all applicable disclosure requirements in accordance with
Chapter 14A of the Listing Rules in respect of such transactions.

On 2 June 2017, 28 August 2017 and 28 December 2017,
China Medical Overseas Limited (“China Medical” or “Former
Controlling Shareholder”) advanced shareholder’s borrowings
(“Former Controlling Shareholder’s Borrowings”) in the amount of
HK$6,000,000, HK$5,500,000 and HK$5,000,000 respectively, to
the Company which is on normal commercial terms or better to the
Group. Such Former Controlling Shareholder’s Borrowings are all for a
term of 3 years and carry interest at the rate of 8% per annum and are
unsecured. During the year ended 31 December 2018, the Company
repaid HK$2,700,000 regarding the above Former Controlling
Shareholder’s Borrowings. As at 30 June 2018, the Group signed
an agreement with the Former Controlling Shareholder, pursuant to
which, borrowing interest for the period from 2 June 2017 to 30 June
2018 and interest payable commencing from 1 July 2018 are waived.
During the year ended 31 December 2019, the Company signed
an agreement with the Former Controlling Shareholder, pursuant
to which, the Company early repaid borrowings of RMB10,680,000
(equivalent to HK$11,905,701) to the Former Controlling Shareholder
to settle principal amount of borrowings of HK$13,800,000.

BEROUBEIENLZ G

AR A 3 ELAT ] B B & R R P AR AR B T AR
BRI L AEESEABBRBAR
AEMEMEEZ KON EREME LS -

BEEHN

REBEFEAR  ARRRETLHFTAEM
FRABHEEZEEARNAEMAEMEAE D
EBZAaN(AFEARAETREHZR
MATRIZBRG G4

BEXS

IR A B 5 SRR I 7233 (1 B 2233(0)50)
PRBIE T X IR A A FAR S L A A 14A
ENWEXSFRBERERS  ARTRE
=2 50 MFRE LT RR FUAE A E
FRHREER -

RZE—+tFXAZH ZZE—+ENAZ
+NANBER=ZZE—+tF+_A=-F+N\H HE
BEEEIINERAR([FEEZ]HATIERRR
RNE—MBAEERIEBFNRNEEB /K
Mo AARR BN S ED R A6,000,000%
JC * 5,500,0007% 7T 15,000,000/ 7T B i
B (TATIE IR AR BAEF ) - FZ AR AR AR SR A&
FE BB =FWIRFH R8%ET B & KA
MBI \F+_A=+—8BLF
ER - RNRAFHE g 5B E 8 2,700,000%
T RZE—N\FNA=1+H KEBLHEAH
TR RFE R BEZHE  RZE—
tFEXNAZHE_ZE—\FNA=+HHERK
BN \FtA—HEMNENFNEBER
B REBE—ZTE-NF+_A=+—HLHF
B ARREAIIERBRERZRE  BREZ
W& AR ERE U A R%10,680,0007T (48
& 711,905,70178 JT) {8 18 A5 A% A% R (8 3R A
413,800,000/ 7T, °
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On 16 November 2018, Current Controlling Shareholder, Hehui, has
made available a credit facility up to amount of HK$350,000,000 to
the Company (“Current Controlling Shareholder’s Credit Facility”) on
normal commercial terms or better to the Group. The borrowings
drawn under the Current Controlling Shareholder’s Credit Facility
shall be repayable on the date as set out in the individual borrowing
agreements and are interest-free and unsecured. The Company may
request for drawdown at any time prior to 15 November 2021.

On 4 December 2018 and 7 August 2019, the Company request
drawdown of borrowings from Hehui under the Current Controlling
Shareholder’s Credit Facility in the amount of HK$10,000,000 and
HK$5,000,000 (“Current Controlling Shareholder’'s Borrowings”)
respectively. Such Current Controlling Shareholder’s Borrowings are
repayable on demand, interest-free and unsecured.

CONTINUING CONNECTED TRANSACTIONS

During the year under review, the Group has conducted the following
continuing connected transactions which were required to be
disclosed pursuant to Rule 14A.71 of the Listing Rules.

On 1 January 2018, Huizhou Hazens East Resort Travel Services
Limited (“Huizhou Hazens”) and Huidong Xinghui Construction Limited
(“Huidong Xinghui”) entered into the agreement (the “Lease-and-
operate Agreement A”) in relation to the leasing and the grant of the
operation and management rights of a property located in Huizhou,
Guangdong consisting of 188 apartments with a total usable area
of 11,868.46 square metres (“Property A”) by Huidong Xinghui to
Huizhou Hazens for a term commencing on 1 January 2018 and
ending on 31 December 2027. On 1 April 2018, Huizhou Hazens
and Huidong Xinghui entered into the agreement (the “Lease-and-
operate Agreement B”) in relation to the leasing and the grant of the
operation and management rights of a property located in Huizhou,
Guangdong consisting of 184 apartments with a total usable area of
13,032 square metres (“Property B”) by Huidong Xinghui to Huizhou
Hazens for a term commencing on 1 April 2018 and ending on
31 March 2020. It was intended that Property A and Property B
would be operated and managed by Huizhou Hazens on a lease-and-
operate basis collectively as one single resort hotel with a total of
372 rooms. As disclosed in the announcement of the Company dated
30 April 2018 in connection with the acquisition (the “Acquisition”) of
the entire equity interests in Huizhou Hazens by the Company from
Shenzhen Hazens Real Estate Group Limited (“Shenzhen Hazens”),
the completion of the Acquisition took place on 30 April 2018,
following which Huizhou Hazens has become a directly wholly owned
subsidiary of the Company.
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As disclosed in the joint announcements dated 25 July 2018 and
5 September 2018 respectively issued by Hehui as offeror and
the Company as offeree in connection with, among others, the
unconditional mandatory general cash offer for all the issued shares
(other than those already owned or agreed to be acquired by Hehui
and the parties acting in concert with it) (the “Offer”), on 18 July
2018, China Medical as vendor, Mr. Ding Yifan and Mr. Huang Yun
as guarantors, and Hehui as purchaser entered into the agreement
pursuant to which Hehui agreed to purchase from China Medical
269,019,010 shares (“the Share Transfer”), representing approximately
60.00% of the entire issued share capital of the Company immediately
following the completion of the Share Transfer. Pursuant to Rule
26.1 of the Takeovers Code, Hehui was required to make the Offer.
Immediately upon the close of the Offer and as at the date of this
report, Hehui beneficially owned 321,580,510 shares, representing
approximately 71.72% of the issued share capital of the Company.

Following the completion of the Share Transfer which took place on
18 July 2018, Mr. Yuan Fuer (“Mr. Yuan”) has become a controlling
shareholder of the Company. Huidong Xinghui, being a directly non-
wholly owned subsidiary of Shenzhen Hazens, which was beneficially
held as to approximately 79.76% by Mr. Yuan and his brother in
aggregate as at the completion date of the Share Transfer, was an
associate of Mr. Yuan. As such, as at the completion date of the Share
Transfer, Huidong Xinghui was a connected person of the Company
and the continuing transactions contemplated under the Lease-
and-operate Agreement A and the Lease-and-operate Agreement B
(collectively, “Lease-and-operate Agreements”) constitute continuing
connected transactions of the Company under Chapter 14A of the
Listing Rules.

Further details of the Lease-and-operate Agreements are set forth
below.

Lease-and-operate agreement A
Date

1 January 2018

Parties

(1) Huidong Xinghui

(2)  Huizhou Hazens

BN Hehui (BEZHA) RARR (BZHN)
(AP RE) 2D BITRG (Hehui k £ —
BITHALEHARBE KRB ZRIN 2 &
a2 mReEN(ELH))AFIEE
oA T—N\FLtA-_t+HBER_T—
NFENLARBZBARE RZIE—NFL
A+N\R HREEZ(EEH) T LEEK
BHELEE(BERAN) BEHehui (BB )R
BEEWE B HehuiR S M EEEE
5269,019,0108 i ([ & ] - (h AR
AIRBEERMOEZETKEEBEETRELD
60.00% ° HRIEWEFAIFRA126.1 - HehuiZBfE
HELH - EWEBLOE B RARNFEAR
Hehui & 25 # 5321,580,5100% I 15 b AR
AIE BT AL T71.72% ©
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Principal terms

Pursuant to the Lease-and-operate Agreement A, Huidong Xinghui
shall lease and grant the operation and management rights of
Property A, to Huizhou Hazens for a term of 10 years commencing on
1 January 2018 and ending on 31 December 2027. Huizhou Hazens
shall operate and manage Property A as resort apartments and be
responsible for processing of customer bookings received, collecting
room charges and other service charges from the customers,
providing ancillary customer services, housekeeping, marketing
and promotion and so on. Huizhou Hazens shall pay the following
amounts to Huidong Xinghui during the term of the Lease-and-operate
Agreement A:

EEMHEAX

BRBEHELLHAA BREEKLAYE
ATEMNEEYR TEMEANKENE R
B HEBa - \F-A-—BRRE_Z
“HFE+ZA=+—HIERETEF - BEEMA
ERUNERABEAKLEREEMEA I
BEREEREENTFER RNEFPKRFEE
NEMWREE  REEEZFPRE BFHKE
B BHEEEE  cBMAEKREERE
BHRANBRFHAINATE T ER A
JE -

Period Amount payable on annual basis (RMB)
FH BFEERNESBE(ARY)
1 January 2018-31 December 2018 Nil

—E-\F-A-BE=T-N\E+=A=+-B =T

1 January 2019-31 December 2022
—ET-AF—A—BE-_ZT-_—_F+-A=+—8H

1,200,000 for the year ending 31 December 2019, with
a 5% increase for every year afterwards based on the

amount payable for the immediately preceding year
BE_ZE-AF+TA=+—HIEFER1,200,0007T - Z1&
BERE L —FERNO S EILIMNE%

1 January 2023-31 December 2027
—E-=ZF—A—HBE-_ZT_+F+-A=+—H

1,430,825 for the year ending 31 December 2023, with
a 3% increase for every year afterwards based on the

amount payable for the immediately preceding year
BE_Z_=F+-A=+—HILFER1,4308257T ' 214
BFERE F—FREREMNOSFHEIN3%

The above amounts shall be paid on a quarterly basis, with each
payment to be made within the first week of each quarter.

Lease-and-operate agreement B
Date

1 April 2018

Parties

(1)  Huidong Xinghui

(2)  Huizhou Hazens
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Principal terms

Pursuant to the Lease-and-operate Agreement B, Huidong Xinghui
shall lease and grant the operation and management rights of
Property B, to Huizhou Hazens for a term of two years commencing
on 1 April 2018 and ending on 31 March 2020. Huizhou Hazens
shall operate and manage Property B as resort apartments and be
responsible for processing of customer bookings received, collecting
room charges and other service charges from the customers,
providing ancillary customer services, housekeeping, marketing and
promotion and so on.

Huizhou Hazens shall pay to Huidong Xinghui RMB1,200,000 per year
during the term of the Lease-and-operate Agreement B. The above
amount shall be paid on a quarterly basis, with each payment to be
made within the first week of each quarter.

In accordance with the terms set out above, the total of the amounts
payable by Huizhou Hazens to Huidong Xinghui during the year
under review under the Lease-and-operate Agreements, being the
annual cap in respect of the continuing transactions thereunder, is
approximately RMB2,400,000.

Further details of the Lease-and-operate Agreements are set out in
the announcement of the Company dated 31 January 2019.

The independent non-executive Directors have reviewed the above
continuing connected transactions undertaken by the Group and

confirmed that they were entered into:

(i) in the ordinary and usual course of business of the Group;
(i) on normal commercial terms; and

(i) in accordance with the terms of the Lease-and-operate
Agreements that are fair and reasonable and in the interests of
the shareholders of the Company as a whole.

EEMHEAX
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o pEA T \FOA-BRRE-ZT=
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iR E RHUEETPRY - BHBER
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T F A R¥1,200,0007T TEREE - F
MERARFXN  MBENREAREES
—EMAREL -

BIEEXHEHER RENHELEHZ
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ZhongHui Anda CPA Limited (“ZHONGHUI"), the Company’s auditors,
were engaged to report on the Group’s continuing connected
transactions in accordance with Hong Kong Standard on Assurance
Engagements 3000 (Revised) “Assurance Engagements Other
Than Audits or Reviews of Historical Financial Information” and
with reference to Practice Note 740 “Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules” issued
by the Hong Kong Institute of Certified Public Accountants. ZhongHui
Anda CPA Limited has issued their unqualified letter to the Board
containing their findings and conclusions in respect of the continuing
connected transactions disclosed above by the Group in accordance
with the Listing Rules and confirming the matters as stated in Rule
14A.56 of the Listing Rules. A copy of the auditors’ letter has been
provided by the Company to the Stock Exchange.

SHARE OPTION SCHEME

The Company has a share option scheme (“Scheme”) which was
adopted pursuant to a resolution of the sole shareholder passed
on 22 June 2011. The purpose of the Scheme is to attract, retain
and motivate talented participants to strive for future developments
and expansion of the Group. The Scheme shall be an incentive to
encourage the participants to perform their best in achieving the goals
of the Group and allow the participants to enjoy the results of the
Company attained through their efforts and contributions.

The Board may, at its discretion, invite any director, full-time employee
or part time employee with weekly working hours of 10 hours or
above of the Group, any adviser or consultant (in the areas of legal,
technical, financial or corporate managerial) to the Group, any provider
of goods and/or services to the Group, any other person who, at the
sole determination of the Board, has contributed to the Group, and
any trustee of a trust whose beneficiaries or objects include any of
the above persons to become participants of the Scheme.
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The maximum number of shares in respect of which options may be
granted under the Scheme together with any options outstanding and
yet to be exercised under the Scheme and any other share option
schemes of the Company shall not exceed 30% of the total number
of shares of the Company in issue from time to time. In addition to
the foregoing 30% limit, the total number of shares which may be
issued upon exercise of all share options to be granted under the
Scheme and any other share option schemes of the Company shall
not in aggregate exceed 10% of the total number of the shares in
issue as at the date of completion of the placing of the shares of
the Company for the purpose of the listing on the Growth Enterprise
Market of the Stock Exchange, i.e. 14 July 2011 ie. 18,000,000
shares, unless otherwise approved by the shareholders of the
Company at general meeting. As at the date of this annual report,
the total number of shares available for issue under the Scheme
is 9,100,000, representing approximately 2% of the total number of
issued shares of the Company.

The total number of shares issued and to be issued upon exercise
of the share options granted to each participant under the Scheme
(including exercised, cancelled and outstanding share options) in
any 12-month period shall not exceed 1% of the relevant class of
securities of the Company in issue.

An offer of share options under the Scheme shall be deemed to have
been accepted by the grantee when the duplicate of the relevant
offer letter comprising acceptance of the share options duly signed
by the grantee, together with a remittance in favour of the Company
of HK$1.00 by way of consideration for the grant thereof, is received
by the Company within 28 days from the date of the offer.

Share options granted under the Scheme may be exercised at any
time during the option period after they have been granted by the
Board but, in any event, not more than 10 years commencing on the
date of grant. The share options granted shall lapse automatically (to
the extent not already exercised) on the expiry of the option period.
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EEERE

The subscription price for shares under the Scheme, subject to any
adjustments made pursuant to reorganisation of capital structure,
shall be a price determined by the Board in its absolute discretion
at the time of grant of the relevant share options and notified to the
participant and shall be no less than the higher of (i) the closing price
of the shares of the Company as stated in the Stock Exchange’s daily
quotations sheets on the date on which the relevant share options are
granted; (ii) the average closing price of the shares of the Company
as stated in the Stock Exchange’s daily quotations sheets for the five
business days immediately preceding the date on which the relevant
share options are granted; and (iii) the nominal value of the shares
of the Company.

The Scheme became effective on 22 June 2011 and, unless
otherwise cancelled or amended, will remain in force for 10 years
from the adoption date, i.e. until 21 June 2021.

Further details about the principal terms of the Scheme are set out
in the paragraph headed “Share Option Scheme” in Appendix V to
the Company’s prospectus dated 30 June 2011.

During the financial year ended 31 December 2019, the Company
has not granted any share option under the Scheme. No share option
under this Scheme remains outstanding as at 31 December 2019 (31
December 2018: Nil).

PENSION SCHEMES

As of 31 December 2019, the Group had no forfeited contributions
available to redeem its contributions to the pension scheme in future
years (2018: Nil). The Group participates in a defined contribution
retirement scheme organised by the government in the PRC and a
Mandatory Provident Fund Scheme. Particulars of these schemes
are set out under “Employee benefits” in Note 4 of the consolidated
financial statements.

Legend Strategy International Holdings Group Company Limited
E B R EERERAF

ZETEETHORNRBE(TREEARNERE
BHEEHEMAR)BHEFTENELEAH
BRENZEFHNEEET  TAE2H
E OMEBTASERTIHSENESSE ()
REDHEEREQRBIMEARERMN
A AR B BRAD W TIAE ¢ (i) BB R AR RS
BEREAMNIAEEABXASARER
FrEi 8 AR a Rt FH W T E : R (i) KA A
R mEE -

BHBH-T - —FXAST-BRER
B IETH AT - & AR AH B R B B
B+ ERER(MEE-F-—FRA =t —
A) -

BRZAENEEGRTNE - FHBIARAK
ARIEBPR -ZE——FRNA=THHNHAKE
MR AR ERT & — B -

REBE-_T-NFT_A=+—HILHEF
€ RNRBE I EAREE B A BB AE
R_ZE—NEFE+A=+—H ZF&ET
MEBRHRITEZBRECE-N\FET_A=
T—H:E)e

RS

HE_Z—hF+-A=+—"H £A5£EH
9 W AT R 2R B AR B B MY SRR T Bl 3 (=
T-N\F |  AKEL2HE—IFHP BT
ZHEZ ERH BN EI RS ERTEEE
Bl o ZFETEIMFFIBEYI N RS B IS IR K M
FAEERA -



Report of the Directors

EEERE

AUDITOR

The financial statements for the year ended 31 December 2019 have
been audited by ZHONGHUI and a resolution for the reappointment as
auditors of the Company will be proposed at the forthcoming annual
general meeting. ZHONGHUI has been the auditor of the Company
since 4 November 2014.

PUBLICATION OF INFORMATION ON WEBSITES

This annual report is available for viewing on the website of Stock
Exchange at www.hkex.com.hk and on the website of the Company
at www.legend-strategy.com.

By Order of the Board

Yuan Fuer
Chairman

14 February 2020
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Independent Auditor’s Report
B Z e S

-y
-I
ZHONGHUI

TO THE SHAREHOLDERS OF

LEGEND STRATEGY INTERNATIONAL HOLDINGS GROUP
COMPANY LIMITED

(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of
Legend Strategy International Holdings Group Company Limited
(the “Company”) and its subsidiaries (collectively referred to as
the “Group”) set out on pages 81 to 154, which comprise the
consolidated statement of financial position as at 31 December
2019, and the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes in equity
and consolidated statement of cash flows for the year then ended,
and notes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2019, 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 (the “HKICPA”)
and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

Legend Strategy International Holdings Group Company Limited
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Independent Auditor’s Report
B % AT 3RS

MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

We draw attention to note 2 to the consolidated financial statements
which mentions that the Group incurred a loss of HK$15,122,045 for
the year ended 31 December 2019 and as at 31 December 2019 the
Group had net current liabilities of HK$22,526,095. This condition
indicates a material uncertainty which may cast significant doubt on
the Group’s ability to continue as a going concern. Our opinion is not
modified in respect of this matter.

KEY AUDIT MATTERS

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

Impairment of property, plant and equipment and right-
of-use assets

Refer to Note 16 and Note 19 to the consolidated financial statements

The Group tested the amounts of property, plant and equipment and
right-of-use assets for impairment. This impairment test is significant
to our audit because the balances of property, plant and equipment
of HK$11,137,775 and right-of-use assets of HK$39,891,481 as at 31
December 2019 are material to the consolidated financial statements.
In addition, the Group’s impairment test involves application of
judgement and is based on assumptions and estimates.

Our audit procedures included, among others:
- Assessing the identification of the related cash generating units;

- Assessing the arithmetical
calculations;

accuracy of the value-in-use

- Comparing the actual cash flows with the cash flow projections;
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- Assessing the reasonableness of the key assumptions (including
revenue growth, profit margins, terminal growth rates and
discount rates); and

- Checking input data to supporting evidence.

We consider that the Group’s impairment test for property, plant and
equipment and right-of-use assets are supported by the available
evidence.

Right-of-use assets and lease liabilities
Refer to Note 19 and 26 to the consolidated financial statements

The Group estimated the right-of-use assets and lease liabilities
based on the terms of the rental agreements and the Group’s
incremental borrowing rate. These estimates are significant to our
audit because the right-of-use assets of HK$39,891,481 and lease
liabilities of HK$44,881,748 as at 31 December 2019 are material to
the consolidated financial statements. In addition, carrying amount of
right-of-use assets and lease liabilities as at 31 December 2019 are
based on assumptions and estimates.

Our audit procedures included, among others:

- Evaluating the Group’s assumptions and estimates;

- Checking key assumptions and input data in the estimates to
supporting evidence such as rental agreements and source of
borrowing rates; and

- Checking arithmetical accuracy of the calculations.

We consider that the Group’s right-of-use assets and lease liabilities
are supported by the available evidence.

Legend Strategy International Holdings Group Company Limited
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Independent Auditor’s Report
B % AT 3RS

OTHER INFORMATION

The directors are responsible for the other information. The other
information comprises all the information in the Company’s annual
report, but does not include the consolidated financial statements
and our auditor’s report thereon. The other information is expected
to be made available to us after the date of this auditor’s report.

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 identified above
when it becomes available 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.

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

A further description of our responsibilities for the audit of the
consolidated financial statements is located at the HKICPA's
website at:  http://www.hkicpa.org.hk/en/standards-and-regulations/
standards/auditing-assurance/auditre/.

This description forms part of our auditor’s report.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Fong Tak Ching

Audit Engagement Director

Practising Certificate Number P06353
Hong Kong, 14 February 2020
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

GeBEaREMERRAR

For the year ended 31 December 2019 B ZE =T —NF+-A=+T—HILFE

2019 2018
—E-hEF —ET—NEF
Notes HK$ HK$
L BT BT
Revenue Y &= 7 45,584,928 45,547,168
Depreciation of right-of-use assets FRHEEERTE (14,473,621) (15,195,590)
Depreciation of property, plant and ME BEREREITE
equipment (3,998,391) (5,749,225)
Employee benefit expenses EERAMAX 8 (16,918,232) (16,117,216)
Utilities N i (2,399,960) (3,001,903)
Other operating expenses Hibh & ERX 13 (15,257,287) (11,526,833)
Gain on disposal of subsidiaries i NN ol - 3,777,111
Other income H e A 10 2,969,434 3,311,795
Operating (loss)/profit EE(ER) EF (4,493,129) 1,045,307
Finance costs B & B A 11 (3,626,433) (3,122,615)
Loss before tax BB AT 1B (8,119,562) (2,077,308)
Income tax expenses FiEfiAx 12 (7,002,483) (3,110,248)
Loss for the year FREE 13 (15,122,045) (5,187,556)
Other comprehensive loss: Htt 2 HEE:
ltems that may be reclassified to BB 7 E B ZHA -
profit or loss:
Exchange differences reclassified to profit EH D EEHEWB AR B
or loss on disposal of subsidiaries B[ 5 =8 = 750,970
Exchange differences on translating BMEGINEREE ZELEZTE
foreign operations (610,026) (824,996)
Total comprehensive loss FRE2EEBRERHE
for the year (15,732,071) (5,261,582)
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

REREBEREMAEZERAR

For the year ended 31 December 2019 i Z =T —NF+-A=+—HILFE

2019 2018
—E-NF —E—)N\F
Notes HK$ HK$
B 3 BT om
Loss for the year attributable to: DTATELREARNEE:
Owners of the Company RAREE A (14,970,351) (4,378,134)
Non-controlling interests FE 1 IR 7 2 (151,694) (809,422)
(15,122,045) (5,187,556)
Total comprehensive loss for the year U TATE{EERZEHERE
attributable to: FER
Owners of the Company RAREER A (15,584,665) (4,443,453)
Non-controlling interests FEHE IR 2= (147,406) (818,129)
(15,732,071) (5,261,582)
Loss per share BEREER 15
- Basic (Hong Kong cents) — EARCGEW) (3.34) (0.98)
— Diluted (Hong Kong cents) — #E OB (3.34) (0.98)

Legend Strategy International Holdings Group Company Limited
A B EEERER AR



Consolidated Statement of Financial Position

e B IR &

As at 31 December 2019 A=—ZT—h&F+-_HA=+—H

2019 2018
—E-hF —E-N\EF
Notes HK$ HK$
B 53 BT BT
Non-current assets ERBEE
Property, plant and equipment Wz BERZE 16 11,137,775 9,045,125
Rental deposits HEZS 17 2,920,969 2,120,846
Goodwill GBS 18 1,879,426 1,920,203
Prepayments A B 17 144,893 826,898
Right-of-use assets FRAEEE 19 39,891,481 43,734,570
Deferred income tax assets EEFTSHEE 20 1,936,484 4,795,488
57,911,028 62,443,130
Current assets RBEE
Rental deposits HEZS 17 391,918 952,075
Prepayments, deposits and other ERRE e Rk
receivables H A W I8 17 977,389 1,171,190
Trade receivables JE Us BR 5K 21 611,113 825,299
Inventories & 22 144,189 204,831
Bank and cash balances IRITRIR 4% 11,200,511 27,649,893
Investments at fair value through BEAFHEGFABRIERE
profit or loss 23 = 5,922,551
13,325,120 36,725,839
Total assets wEE 71,236,148 99,168,969
Current liabilities RBEE
Trade and other payables JE 11 BR 3K % L At JE A 3B 24 4,103,550 6,951,988
Tax payable FEA Bt 18 2,754,672 2,227,794
Provision for asset retirement WMEEEEREE 25 471,921 1,350,188
Lease liabilities HEAE 26 13,521,072 15,733,321
Borrowings B 27 15,000,000 10,000,000
35,851,215 36,263,291
Net current (liabilities)/assets BARB(EE)EE (22,526,095) 462,548
Total assets less current liabilities ZEEZLERABAR 35,384,933 62,905,678
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Consolidated Statement of Financial Position

e B R R O R

As at 31 December 2019 A=—ZT—h&F+_-_HA=+—H

2019 2018
—E-hEF —ZET—-N\F
Notes HK$ HK$
B 5E BT BT
Non-current liabilities kRBERE
Provision for asset retirement HREEE EEREE 25 397,371 846,987
Borrowings B 27 - 11,860,063
Lease liabilities HEAE 26 31,360,676 30,839,671
31,758,047 43,546,721
Net assets BEEFE 3,626,886 19,358,957
EQUITY Ex
Capital and reserves EXRFE
Share capital & 2 28 4,483,637 4,483,637
Reserves & (634,199) 14,950,466
Equity attributable to owners of the RATHEAANEGER
Company 3,849,438 19,434,103
Non-controlling interests FE 1% AR 2 (222,552) (75,146)
Total equity EEeE 3,626,886 19,358,957

The consolidated financial statements on pages 81 to 154 were
approved and authorised for issue by the board of directors on 14

RESIEEFIBAANGAMBRRER_-F
“EF_ATHHEEESESHE R RETE

February 2020 and are signed on its behalf by: WHRTATRERE:

Approved by: BRUATALTES:

Yuan Fuer Chung Tin Yan
RER 8 KT
Director Director
EF EZE

Legend Strategy International Holdings Group Company Limited
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Consoliglated Statement of Changes in Equity
mEEa

BER

For the year ended 31 December 2019 B ZE =T —NF+-A=+T—HILFE

Attributable to owners of the Company

ARABBAEL
Non-
Share Share  Exchange  Statutory Other Shareholder’s Accumulated controlling
capital  premium* reserve* reserve* reserve* contributions* losses*  Sub-total interests Total
k& RGEE ERRE iERE  HbRE: RFETE 2 ER* M ERRES Azt
Note 30(c)i) Note 30(c)(iij Note 30(c)(ii) Note 30(c)(v)
HEE30(c)i) P EE30())  FEEE30(C)) KT FE30())
Notes HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$
i3 BT BT AT BT BT AT BT BT B BT
At 1 January 2018 R=2-\F-A-R 4,483,637 261,578,477 720,920 1,742,763 8,020,110 20,394,393  (276,613,198) 20,327,102 742,983 21,070,085
Total comprehensive loss FRZEFELE
for the year - - 65319 - - - Ui (4443453  (818129)  (5.261,582)
Disposal of subsidiaries HERBAR = = = - (8020,110) (14,832,811 22,852,921 - - -
Waiver of interest on borrowings ~ BI#2 IR R RIEHF| &
from Former Controling e
Shareholder 27 - - - - - 3,650,454 - 3,560,454 - 3,650,454
At 31 December 2018 and R=B-N%
1 January 2019 T=ZB=+-Ak
—E-hnE-B-H 4,483,637 261,578,477 655,601 1,742,763 - 9,112,036  (258,138,411) 19,434,103 (75,146) 19,358,957
Total comprehensive loss FR2ABBLEE
for the year - - (614,319) - - - (14,070,351 (15,584,665  (147,406) (15,732,071)
At 31 December 2019 RZB-h#E
+ZB=1-H 4,483,637 261,578,477 41,287 1,742,763 = 9,112,036  (273,108,762) 3,849,438 (222,552) 3,626,886
Notes: B =
* These reserve accounts comprise the consolidated reserve of  * ZEREBROREGAVBMHIARZEE R

HK$(634,199) (2018: HK$14,950,466) in the consolidated statement of
financial position.

% (634,199) 7 7t (= F — )\ 114,950,466/

o) ©
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Consolidated Statement of Cash Flows

SERERER

For the year ended 31 December 2019 i Z =T —NF+-A=+—HILFE

2019 2018
—E-hEF —ZET—-N\F
HK$ HK$
BT om
Cash flows from operating activities E& FHELNRERE
Loss before tax B 7 Bl & 18 (8,119,562) (2,077,308)
Adjustments for: 4 K
Bank interest income R1TH B U A (226,860) (77,165)
Change in provision for asset WEEEERBEEEZS
retirement (1,378,084) (2,339,062)
Depreciation of property, plant and M BELRZHETE
equipment 3,998,391 5,749,225
Depreciation of right-of-use assets FREEEITE 14,473,621 15,195,590
Gain on foreign exchange SN UL - (971,945)
Finance cost on provision for asset MEEEERBEENRE KA
retirement 73,710 173,072
Gain on disposal of subsidiaries anl=— RN pEE RN R R ey - (3,777,111)
Gain on early repayment of borrowings 12 AIE & £k 2 Yz (1,045,783) -
Interest on borrowings from the Former  BT4%E J& B B & K89 7 &
Controlling Shareholder 1,091,421 1,174,736
Impairment of property, plant, and Y WREREERE
equipment 435,093 -
Impairment of right-of-use assets FERAEEERE 1,404,421 =
Lease interest HE RS 2,461,302 1,774,807
Loss on disposal of property, HEWE BEMZEZEIE
plant and equipment = 34,747
Operating profit before working capital & i & & & 8 5 F A& & i 7
changes 13,167,670 14,859,586
Change in trade and other receivables & W BR 3t & E 4th & Uk 7k I8 Y & 1,131,982 8,338,854
Change in rental deposits HEZENED) (204,302) 371,621
Change in trade and other payables JE {5 BR 3 I EL b JE A SR IB A & &) (2,920,946) (12,941,935)
Change in inventories FEmE 64,992 (80,245)
Change in investments at fair value BEAFEFABZZEENE
through profit or loss 5,922,551 (5,922,551)
Cash generated from operations KEMBIRS 17,161,947 4,625,330
Income tax paid B FTEE (3,610,939) (988,769)
Net cash generated from operating KEESMENIR S FE
activities 13,551,008 3,636,561

Legend Strategy International Holdings Group Company Limited
A B EEERER AR



Consolidated Statement of Cash Flows

RERTRER

For the year ended 31 December 2019 #H & — &

—NFEFT A=t —BLLFE

2019 2018
—E-hEF —N\F
HK$ HK$
BT om
Cash flows from investing activities REFZHELNERERE
Purchases of property, plant and BEYE BELZHE
equipment (6,591,253) (708,761)
Acquisition of a subsidiary W i — R B /B 2 R - (1,016,258)
Disposal of subsidiaries HEWNB QA - 1
Proceeds from disposal of property, HEWHE  BMEMZENERIE
plant and equipment = 1,500,000
Interest received 2 B 226,860 77,165
Deposit refunded for proposed BBE-EEENERERS
acquisition of a hotel = 24,959,945
Net cash (used in)/generated from BEES (A FEHNEESFHE
investing activities (6,364,393) 24,812,092
Cash flows from financing activities BEEFHELNRERE
Proceeds from borrowings BT 1S 5IA 5,000,000 10,000,000
Repayment of lease liabilities EEHEaE (13,635,386) (13,883,142)
Lease interest paid BENEER B (2,461,302) (1,774,807)
Repayment of borrowings EEMERK (11,905,701) (2,700,000)
Net cash used in financing activities BEEBMARNIR S IFRE (23,002,389) (8,357,949)
Net (decrease)/increase in cash and BEE&RBEESZEYWCR D) N FHE
cash equivalents (15,815,774) 20,090,704
Cash and cash equivalents at the FUNBEESRBESEEYD
beginning of the year 27,649,893 7,877,594
Effect of foreign exchange rate changes #MEMERE B H) T2 (633,608) (318,405)
Cash and cash equivalents at end FERNBEERESEEY
of the year 11,200,511 27,649,893
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GENERAL INFORMATION

The Company was incorporated in the Cayman Islands with
limited liability. The address of its registered office is Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman, KY1-
1111, Cayman Islands. The address of its principal place of
business is Suite 1705, 17/F., World-Wide House, No. 19 Des
Voeux Road Central, Central, Hong Kong. The Company’s
shares are listed on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”).

In the opinion of the directors of the Company, as at 31
December 2019, Hehui International Development Limited (the
“Current Controlling Shareholder”), a company incorporated in
the British Virgin Islands, which is wholly owned by Mr. Yuan
Fuer (“Mr. Yuan”), is controlling shareholder of the Company.

The Company is an investment holding company. The Group is
principally engaged in the hotel operations, hotel consultations
and management services and other related business in the
People’s Republic of China (the “PRC”). The Group is also
involved in the money lending business.

GOING CONCERN BASIS

The Group incurred a loss of HK$15,122,045 for the year ended
31 December 2019 and as at 31 December 2019 the Group
had net current liabilities of HK$22,526,095. These conditions
indicate the existence of a material uncertainty which may
cast significant doubt on the Group’s ability to continue as a
going concern. Therefore, the Group may be unable to realise
its assets and discharge its liabilities in the normal course of
business.

Legend Strategy International Holdings Group Company Limited
A B EEERER AR

Notes to the Consolidated Financial Statements
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Notes to the Consolidated Financial Statements

e WK

For the year ended 31 December 2019 B ZE =T —NF+-A=+T—HILFE

2.

GOING CONCERN BASIS (continued)

These financial statements have been prepared on a going
concern basis, the validity of which depends upon the financial
support of the Current Controlling Shareholder, at a level
sufficient to finance the working capital requirements of the
Group and the Current Controlling Shareholder has undertaken
not to demand repayment until the Company can meet all
the other obligations. The Current Controlling Shareholder has
agreed to provide adequate funds for the Group to meet its
liabilities as they fall due. The directors are therefore of the
opinion that it is appropriate to prepare the financial statements
on a going concern basis. Should the Group be unable to
continue as a going concern, adjustments would have to be
made to the financial statements to adjust the value of the
Group’s assets to their recoverable amounts, to provide for
any further liabilities which might arise and to reclassify non-
current assets and liabilities as current assets and liabilities,
respectively.

The Company’s directors have reviewed the Group’s cash flow
projections. The cash flow projections cover a period of twelve
months from 31 December 2019. In the opinion of the directors,
based on these cash flow projections and in light of the above,
the Group will have sufficient financial resources in the coming
twelve months to meet its financial obligations as and when
they fall due. Accordingly, the directors are satisfied that it is
appropriate to prepare the consolidated financial statements on
a going concern basis.

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

In the current year, the Group has adopted all the new
and revised Hong Kong Financial Reporting Standards
("HKFRSs”) issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”) that are relevant to its
operations and effective for its accounting year beginning
on 1 January 2019. HKFRSs comprise Hong Kong Financial
Reporting Standards; Hong Kong Accounting Standards; and
Interpretations. The adoption of these new and revised HKFRSs
did not result in significant changes to the Group’s accounting
policies, presentation of the Group’s financial statements and
amounts reported for the current year and prior years.

A= — 577 S .
BEKEm

REMBEBRRORFELEEERE -
HA R BOR R IR IR AR R 8 %
XFCHSBERARMBAEENEE
Be®R MRACERBRREAET
ERANRAERE DN ANRRIEHEITA
EHEMBERLE BREERERER
ERASERHFERAES  WEED
HrzaE -Fit EFAR/EFEL
EEERUMGBRIDBRE - WA
SEBEXRFELE  ALBRHEBR
RIELAER  UKAKEEENEE
AEEAWESE  ABEBRIRELR
MEMBINEBEL DR IERDEE
MBEESH O BEARBEEMELE -

ARAEFCEHNASENRSRE
BA -ZEReRERAREA -F
—NF+ZA=t—HEBF+=EAH
BW-EERR REZFHELRER
RIARER EX it - AEESAEBRE
WP BER - ATEIT AR @ A2
HENHOMBEE - Bt - EFEH
BREBREEERUMBHRRTBR
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Notes to the Consolidated Financial Statements

e R WmAR M

For the year ended 31 December 2019 i Z =T —NF+-A=+—HILFE

3.

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(Continued)

The Group has not applied the new and revised HKFRSs that
have been issued but are not yet effective. The Group has
already commenced an assessment of the impact of these new
and revised HKFRSs but is not yet in a position to state whether
these new and revised HKFRSs would have a material impact
on its results of operations and financial position.

SIGNIFICANT ACCOUNTING POLICIES

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

These financial statements have been prepared under the
historical cost convention, as modified by the revaluation of
investments which are carried at their fair values.

The preparation of financial statements in conformity with
HKFRSs requires the use of certain key assumptions and
estimates. It also requires the directors to exercise its
judgements in the process of applying the accounting policies.
The areas involving critical judgements and areas where
assumptions and estimates are significant to these financial
statements, are disclosed in note 5 to the financial statements.

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

Consolidation

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

Legend Strategy International Holdings Group Company Limited
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Notes to the Consolidated Financial Statements

e WK

For the year ended 31 December 2019 B ZE =T —NF+-A=+T—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Consolidation (Continued)

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

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

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

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

Non-controlling interests represent the equity in subsidiaries
not attributable, directly or indirectly, to the Company. Non-
controlling interests are presented in the consolidated statement
of financial position and consolidated statement of changes
in equity within equity. Non-controlling interests are presented
in the consolidated statement of profit or loss and other
comprehensive income as an allocation of profit or loss and total
comprehensive income for the year between the non-controlling
shareholders and owners of the Company.

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

4.
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Notes to the Consolidated Financial Statements

e R WmAR M

For the year ended 31 December 2019 i Z =T —NF+-A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Consolidation (Continued)

Changes in the Company’s ownership interest in a subsidiary
that do not result in a loss of control are accounted for as equity
transactions (i.e. transactions with owners in their capacity
as owners). The carrying amounts of the controlling and non-
controlling interests are adjusted to reflect the changes in their
relative interests in the subsidiary. Any difference between the
amount by which the non-controlling interests are adjusted and
the fair value of the consideration paid or received is recognised
directly in equity and attributed to the owners of the Company.

Business combination and goodwill

The acquisition method is used to account for the acquisition
of a subsidiary in a business combination. The cost of
acquisition is measured at the acquisition-date fair value of
the assets given, equity instruments issued, liabilities incurred
and contingent consideration. Acquisition-related costs are
recognised as expenses in the periods in which the costs are
incurred and the services are received. |dentifiable assets and
liabilities of the subsidiary in the acquisition are measured at
their acquisition-date fair values.

The excess of the cost of acquisition over the Company’s share
of the net fair value of the subsidiary’s identifiable assets and
liabilities is recorded as goodwill. Any excess of the Company’s
share of the net fair value of the identifiable assets and liabilities
over the cost of acquisition is recognised in consolidated profit
or loss as a gain on bargain purchase which is attributed to
the Company.

In a business combination achieved in stages, the previously
held equity interest in the subsidiary is remeasured at its
acquisition-date fair value and the resulting gain or loss is
recognised in consolidated profit or loss. The fair value is added
to the cost of acquisition to calculate the goodwill.

Legend Strategy International Holdings Group Company Limited
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 #H & — &

4.

Bt 5 R M RE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Business combination and goodwill (Continued)

If the changes in the value of the previously held equity interest
in the subsidiary were recognised in other comprehensive
income (for example, investment at fair value through other
comprehensive income), the amount that was recognised in
other comprehensive income is recognised on the same basis
as would be required if the previously held equity interest were
disposed of.

Goodwill is tested annually for impairment or more frequently
if events or changes in circumstances indicate that it might
be impaired. Goodwill is measured at cost less accumulated
impairment losses. The method of measuring impairment losses
of goodwill is the same as that of other assets as stated in
the accounting policy below. Impairment losses of goodwill
are recognised in consolidated profit or loss and are not
subsequently reversed. Goodwill is allocated to cash-generating
units that are expected to benefit from the synergies of the
acquisition for the purpose of impairment testing.

The non-controlling interests in the subsidiary are initially
measured at the non-controlling shareholders’ proportionate
share of the net fair value of the subsidiary’s identifiable assets
and liabilities at the acquisition date.

Foreign currency translation
(@  Functional and presentation currency

[tems included in the financial statements of each of
the Group’s entities are measured using the currency of
the primary economic environment in which the entity
operates (the “functional currency”). The consolidated
financial statements are presented in Hong Kong
dollars (“HK$”), which is the Company’s functional and
presentation currency.
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Notes to the Consolidated Financial Statements

e R WmAR M

For the year ended 31 December 2019 HE-—ZT—NF+_A=1+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currency translation (Continued)

(b)  Transactions and balances in each entity’s financial
statements

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

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

When a gain or loss on a non-monetary item is recognised
in other comprehensive income, any exchange component
of that gain or loss is recognised in other comprehensive
income. When a gain or loss on a non-monetary item is
recognised in profit or loss, any exchange component of
that gain or loss is recognised in profit or loss.

(c)  Translation on consolidation

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

(i) Assets and liabilities for each statement of financial
position presented are translated at the closing rate
at the date of that statement of financial position;

(i)  Income and expenses are translated at average
exchange rates (unless this average is not a
reasonable approximation of the cumulative effect
of the rates prevailing on the transaction dates, in
which case income and expenses are translated at
the exchange rates on the transaction dates); and
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For the year ended 31 December 2019 #H & — &

4.

Bt 5 R M RE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currency translation Continueqd)
(c)  Translation on consolidation (Continued)

(i) All resulting exchange differences are recognised in
the foreign currency translation reserve.

On consolidation, exchange differences arising from the
translation of the net investment in foreign entities and
of borrowings are recognised in the foreign currency
translation reserve. When a foreign operation is sold, such
exchange differences are recognised in consolidated profit
or loss as part of the gain or loss on disposal.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the closing
rate.

Property, plant and equipment

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

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

Depreciation of property, plant and equipment is calculated at

rates sufficient to write off their cost less their residual values

over the estimated useful lives on a straight-line basis. The

principal annual rates are as follows:

Leasehold improvements Shorter of the unexpired term of
lease and 7 years

Furniture and fixtures 5 years
Office equipment 5 years
Motor vehicles 5 years
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For the year ended 31 December 2019 i Z =T —NF+-A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment (Continued)

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

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

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

Leases
The Group as lessee

Leases are recognised as right-of-use assets and corresponding
lease liabilities when the leased assets are available for use
by the Group. Right-of-use assets are stated at cost less
accumulated depreciation and impairment losses. Depreciation
of right-of-use assets is calculated at rates to write off their cost
over the shorter of the asset’s useful life and the lease term on
a straight-line basis. The principal annual rates are as follows:

over the lease term of 1 year to 15 years
over the lease term of 5.5 years

Buildings
Motor vehicles

Right-of-use assets are measured at cost comprising the
amount of the initial measurement of the lease liabilities, lease
payments prepaid, initial direct costs and the restoration costs.
Lease liabilities include the net present value of the lease
payments discounted using the interest rate implicit in the
lease if that rate can be determined, or otherwise the Group’s
incremental borrowing rate. Each lease payment is allocated
between the liability and finance cost. The finance cost is
charged to profit or loss over the lease term so as to produce
a constant periodic rate of interest on the remaining balance of
the lease liability.
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4.

Bt 5 R M RE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leases (Continued)
The Group as lessee (Continued)

Payments associated with short-term leases and leases of low-
value assets are recognised as expenses in profit or loss on a
straight-line basis over the lease terms. Short-term leases are
leases with an initial lease term of 12 months or less. Low-
value assets are assets of value below US$5,000 (approximately
equivalent to HK$39,000).

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the first-in, first-out basis. Net
realisable value is the estimated selling price in the ordinary
course of business, less the estimated costs of completion and
the estimated costs necessary to make the sale.

Construction contracts in progress

Construction contracts in progress are stated at the lower of
cost and net realisable value. Cost comprises materials, direct
labour, borrowing costs capitalised and other direct costs
attributable to such contracts. Net realisable value is determined
by reference to the contract prices.

Recognition and derecognition of financial instruments

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

Financial assets are derecognised when the contractual rights to
receive cash flows from the assets expire; the Group transfers
substantially all the risks and rewards of ownership of the
assets; or the Group neither transfers nor retains substantially
all the risks and rewards of ownership of the assets but has not
retained control on the assets. On derecognition of a financial
asset, the difference between the asset’s carrying amount and
the sum of the consideration received is recognised in profit or
loss.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Recognition and derecognition of financial instruments
(Continued)

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expires. The difference between the carrying amount of the
financial liability derecognised and the consideration paid is
recognised in profit or loss.

Financial assets

Financial assets are recognised and derecognised on a trade
date basis where the purchase or sale of an asset is under a
contract whose terms require delivery of the asset within the
timeframe established by the market concerned, and are initially
recognised at fair value, plus directly attributable transaction
costs except in the case of investments at fair value through
profit or loss. Transaction costs directly attributable to the
acquisition of investments at fair value through profit or loss are
recognised immediately in profit or loss.

Financial assets of the Group are classified under the following
categories:

- Financial assets at amortised cost; and
- Investments at fair value through profit or loss.
(i) Financial assets at amortised cost

Financial assets (including trade and other receivables) are
classified under this category if they satisfy both of the
following conditions:

- the assets are held within a business model whose
objective is to hold assets in order to collect
contractual cash flows; and

- the contractual terms of the assets 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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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial assets (Continued)

()

(i)

Financial assets at amortised cost (Continued)

They are subsequently measured at amortised cost using
the effective interest method less loss allowance for
expected credit losses.

Investments at fair value through profit or loss

Financial assets are classified under this category if they
do not meet the conditions to be measured at amortised
cost and the conditions of debt investments at fair value
through other comprehensive income unless the Group
designates an equity investment that is not held for trading
as at fair value through other comprehensive income on
initial recognition.

Investments at fair value through profit or loss are
subsequently measured at fair value with any gains or
losses arising from changes in fair values recognised in
profit or loss. The fair value gains or losses recognised
in profit or loss are net of any interest income and
dividend income. Interest income and dividend income
are recognised in profit or loss.

Loss allowances for expected credit losses

The Group recognises loss allowances for expected credit
losses on financial assets at amortised cost. Expected credit
losses are the weighted average of credit losses with the
respective risks of a default occurring as the weights.

At the end of each reporting period, the Group measures the
loss allowance for a financial instrument at an amount equal
to the expected credit losses that result from all possible
default events over the expected life of that financial instrument
(“lifetime expected credit losses”) for trade receivables, or if the
credit risk on that financial instrument has increased significantly
since initial recognition.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Loss allowances for expected credit losses
(Continued)

If, at the end of the reporting period, the credit risk on a financial
instrument (other than trade receivables) has not increased
significantly since initial recognition, the Group measures the
loss allowance for that financial instrument at an amount equal
to the portion of lifetime expected credit losses that represents
the expected credit losses that result from default events on
that financial instrument that are possible within 12 months after
the reporting period.

The amount of expected credit losses or reversal to adjust the
loss allowance at the end of the reporting period to the required
amount is recognised in profit or loss as an impairment gain or
loss.

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash
equivalents represent cash at bank and on hand, demand
deposits with banks and other financial institutions, and short-
term highly liquid investments which are readily convertible
into known amounts of cash and subject to an insignificant
risk of change in value. Bank overdrafts which are repayable
on demand and form an integral part of the Group’s cash
management are also included as a component of cash and
cash equivalents.

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified
according to the substance of the contractual arrangements
entered into and the definitions of a financial liability and an
equity instrument under HKFRSs. An equity instrument is any
contract that evidences a residual interest in the assets of the
Group after deducting all of its liabilities. The accounting policies
adopted for specific financial liabilities and equity instruments
are set out below.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Borrowings

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

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

Borrowing costs

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

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

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.

Trade and other payables

Trade and other payables are stated initially at their fair value
and subsequently measured at amortised cost using the
effective interest method unless the effect of discounting would
be immaterial, in which case they are stated at cost.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Equity instruments

Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.

Revenue from contract with customers

Revenue is measured based on the consideration specified in
a contract with a customer with reference to the customary
business practices and excludes amounts collected on behalf
of third parties. For a contract where the period between the
payment by the customer and the transfer of the promised
product or service exceeds one year, the consideration is
adjusted for the effect of a significant financing component.

The Group recognises revenue when it satisfies a performance
obligation by transferring control over a product or service to a
customer. Depending on the terms of a contract and the laws
that apply to that contract, a performance obligation can be
satisfied over time or at a point in time. A performance obligation
is satisfied over time if:

- the customer simultaneously receives and consumes the
benefits provided by the Group’s performance;

- the Group’s performance creates or enhances an asset
that the customer controls as the asset is created or
enhanced; or

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

If a performance obligation is satisfied over time, revenue is
recognised by reference to the progress towards complete
satisfaction of that performance obligation. Otherwise, revenue
is recognised at a point in time when the customer obtains
control of the product or service.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Other revenue

Interest income is recognised using the effective interest
method.

Employee benefits

@

®)

Employee leave entitlements

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

Employee entitlements to sick leave and maternity leave
are not recognised until the time of leave.

Pension obligations

The Group contributes to defined contribution retirement
schemes which are available to all employees.
Contributions to the schemes by the Group and
employees are calculated as a percentage of employees’
basic salaries. The retirement benefit scheme cost
charged to profit or loss represents contributions payable
by the Group to the funds.

The Group also participates in a defined contribution
retirement scheme organized by the government in the
PRC. The Group is required to contribute a specific
percentage of the payroll of its employees to the
retirement scheme. The contributions are charged to profit
or loss as they become payable in accordance with the
rules of the retirement scheme. No forfeited contributions
may be used by the employers to reduce the existing level
of contributions.
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4.

Bt 75 R MY R

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Employee benefits (Continued)
(c)  Termination benefits

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

Taxation

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

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

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

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

Legend Strategy International Holdings Group Company Limited
A B EEERER AR

—NFEFT A=t —BLLFE

4.

FESTHER®E)

EBERA(®)
)  AIUEIEF

BRIERFREARNEETB B R
RHZEREF  HEASEHER
EAMKARI R TR IR F) (A
BRERE)FHER -

BiIE

P15 %i & BN ERFR 15 BLIR RE R IR AV 480 o

B EA 8 A5 250 38 T 42 7N 4F B AR T 0 A
FHE o R E M B8 25 9 HE AR
wmA AR HERBEMNTEEEH
1t 5 BRI A S AT HIR BTS2 IR R
AT BEBART KT AIHOHIAR -
AEBNMHEBEEIREBEEHR
R MM BEERMAORKRGE

EREBRANRBVYBHERTPEELE
18 Y i TE B 82 PR 5 B 1 SR 5 K1) &Y
HERERNEZERR - ELEHEAR
ERFERMARRHE K EHEER
fiaf 1R T BE A 18 SR A g A AT AR 0 4K 5 R 410
ME R ERE  RBARIBER BRI AREH
BEEL AERREHREEE - B
—BR5F - HAEMEERBENS
BB HER (EH A HRR N ME £/
EREZBIZERATEN R
Mg AITERRAZTEERAR -

BEEFHBEEEDERNBA Tz&é
MEAXZERTEREZEERA
ﬁhﬁElTTMﬁ%#$2%@1
TEHZEREES TS EA R R E
BN



Notes to the Consolidated Financial Statements

e WK

For the year ended 31 December 2019 #H & — &

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

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

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

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

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes levied
by the same taxation authority and the Group intends to settle
its current tax assets and liabilities on a net basis.
Related parties
A related party is a person or entity that is related to the Group.
(@ A person or a close member of that person’s family is
related to the Group if that person:
(i) has control or joint control over the Group;

(i) has significant influence over the Group; or

(i) is a member of the key management personnel of
the Company or of a parent of the Company.
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4. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Related parties (Continued)

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

(i)

(i)

(iv)

(vi)

(vii)

(i)

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

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

Both entities are joint ventures of the same third
party.

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

The entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group. If the Group is itself such a
plan, the sponsoring employers are also related to
the Group.

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

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

The entity, or any member of a group of which it is a
part, provides key management personnel services
to the Company or to a parent of the Company.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment of assets

Intangible assets that have an indefinite useful life or not yet
available for use are reviewed annually for impairment and
are reviewed for impairment whenever events or changes
in circumstances indicate the carrying amount may not be
recoverable.

At the end of each reporting period, the Group reviews the
carrying amounts of its tangible and other intangible assets
except goodwill and deferred income tax assets, investments,
inventories and receivables to determine whether there is
any indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount
of the asset is estimated in order to determine the extent of
any impairment loss. Where it is not possible to estimate the
recoverable amount of an individual asset, the Group estimates
the recoverable amount of the cash generating unit to which
the asset belongs.

Recoverable amount is the higher of fair value less costs
of disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific
to the asset.

If the recoverable amount of an asset or cash-generating unit
is estimated to be less than its carrying amount, the carrying
amount of the asset or cash-generating unit is reduced to
its recoverable amount. An impairment loss is recognised
immediately in profit or loss, unless the relevant asset is carried
at a revalued amount, in which case the impairment loss is
treated as a revaluation decrease.
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For the year ended 31 December 2019 i Z =T —NF+-A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment of assets (Continued)

Where an impairment loss subsequently reverses, the carrying
amount of the asset or cash-generating unit is increased to
the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying
amount that would have been determined (net of amortisation
or depreciation) had no impairment loss been recognised for
the asset or cash-generating unit in prior years. A reversal of
an impairment loss is recognised immediately in profit or loss,
unless the relevant asset is carried at a revalued amount, in
which case the reversal of the impairment loss is treated as a
revaluation increase.

Provisions and contingent liabilities

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

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

Events after the reporting period

Events after the reporting period that provide additional
information about the Group’s position at the end of the
reporting period or those that indicate the going concern
assumption is not appropriate are adjusting events and are
reflected in the financial statements. Events after the reporting
period that are not adjusting events are disclosed in the notes
to the financial statements when material.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 B ZE =T —NF+-A=+T—HILFE

5.

CRITICAL JUDGEMENTS AND KEY
ESTIMATES

Critical judgement in applying accounting policies

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

Going concern basis

These financial statements have been prepared on a going
concern basis, the validity of which depends upon the financial
support of the Current Controlling Shareholder, at a level
sufficient to finance the working capital requirements of the
Group and the Current Controlling Shareholder has undertaken
not to demand repayment until the Company can meet all the
other obligations. Details are explained in note 2 to financial
statements.

Key sources of estimation uncertainty

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

@  Impairment of property, plant and equipment and right-
of-use assets

Property, plant and equipment and right-of-use assets
are reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amounts may
be not recoverable. The recoverable amounts have been
determined based on value in use calculations. These
calculations require the use of judgements and estimates.
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5.

CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Continued)

Key sources of estimation uncertainty (Continued)

@

®)

©

Impairment of property, plant and equipment and right-
of-use assets (Continued)

Management judgement is required in the area of asset
impairment particularly in assessing: (i) whether an event
has occurred that may indicate that the related asset
value may not be recoverable; (i) whether the carrying
value of an asset can be supported by the recoverable
amount, being the higher of fair value less costs of
disposal or net present value of future cash flows which
are estimated based upon the continued use of the asset
in the business; and (iii) the appropriate key assumptions
to be applied in preparing cash flow projections including
whether these cash flow projections are discounted using
an appropriate rate. Changing the assumptions selected
by management in assessing impairment, including the
discount rates or the growth rate assumptions in the cash
flow projections, could affect the net present value used
in the impairment test and as a result affect the Group’s
financial position and results of the operations.

Measurement of right-of-use assets and lease liabilities

The Group estimated the right-of-use assets and lease
liabilities based on the terms of the rental agreements
and the Group’s incremental borrowing rate. Estimates are
required in determining the Group’s incremental borrowing
rate.

Depreciation of property, plant and equipment

The Group determines the estimated useful lives, residual
values and related depreciation charges for the Group’s
property, plant and equipment. This estimate is based
on the historical experience of the actual useful lives
and residual values of property, plant and equipment of
similar nature and functions. The Group will revise the
depreciation charge where useful lives and residual values
are different to those previously estimated, or it will write-
off or write-down technically obsolete or non-strategic
assets that have been abandoned or sold.
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5.

CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Continued)

Key sources of estimation uncertainty (Continued)

(@)

e

®

Impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating
units (“CGU”) to which goodwill has been allocated. The
value in use calculation require the Group to estimate the
present value of the future cash flows expected to arise
from the CGUs containing goodwill using suitable discount
rates. Details of the recoverable amount calculation and
impairment loss made for the year are disclosed in note
18.

Impairment loss for bad and doubtful debts

The Group makes impairment loss for bad and doubtful
debts based on assessments of the recoverability of
the trade and other receivables, including the current
creditworthiness and the past collection history of each
debtor. Impairments arise where events or changes in
circumstances indicate that the balances may not be
collectible. The identification of bad and doubtful debts
requires the use of judgement and estimates. Where the
actual result is different from the original estimate, such
difference will impact the carrying value of the trade and
other receivables and doubtful debt expenses in the year
in which such estimate has been changed. If the financial
conditions of the debtors were to deteriorate, resulting in
an impairment of their ability to make payments, additional
allowances may be required.

Provision for asset retiremment

The Group evaluates and recognises, on a regular basis,
the present value of the obligations which arise from
future reinstatement of leased hotel premises upon the
end of lease terms. To establish the present value of the
asset retirement obligations, estimates and judgement
are applied in determining these future cash flows and
the discount rate. Management estimates the future
cash flows based on certain assumptions, such as the
restoration costs based on quotations.
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For the year ended 31 December 2019 i Z =T —NF+-A=+—HILFE

5. CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Continued)

Key sources of estimation uncertainty (Continued)
(90  Income taxes

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

Deferred income tax assets relating to certain temporary
differences and tax losses are recognised when
management considers to be probable that future taxable
profit will be available against which the temporary
differences or tax losses can be utilised. The outcome of
their actual utilisation may be different.

6. FINANCIAL RISK MANAGEMENT

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

(@) Foreign currency risk

The Group has minimal exposure to foreign currency risk
as most of its business transactions, assets and liabilities
are principally denominated in the functional currencies
of the Group entities. The Group currently does not have
a foreign currency hedging policy in respect of foreign
currency transactions, assets and liabilities. The Group
will monitor its foreign currency exposure closely and will
consider hedging significant foreign currency exposure
should the need arise.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 #H & — &

6.

FINANCIAL RISK MANAGEMENT (continued)

(b)

Credit risk

The carrying amount of the trade and other receivables,
cash and bank balances and deposits included in the
consolidated statement of financial position represents
the Group’s maximum exposure to credit risk in relation
to the Group’s financial assets.

In respect of hotel operations, the Group has no
concentration of credit risk in view of its large number of
customers. It has policies in place to ensure that sale of
rooms to corporate customers are made to customers
with an appropriate credit history. Sales to walk-in
customers are made via credit cards or cash.

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

Rental deposits are mainly paid to five (2018: five)
domestic private entities who are currently leasing the
office, hotel premises and staff quarter to the Group.
Other receivables primarily represent the amounts due
from third and related parties which have long business
relationship with the Group. Taking into consideration
settlements subsequent to year end, management
considers provision for impairment has been provided
appropriately.

The Group considers whether there has been a significant
increase in credit risk of financial assets on an ongoing
basis throughout each reporting period by comparing the
risk of a default occurring as at the reporting date with
the risk of default as at the date of initial recognition.
[t considers available reasonable and supportive
forwarding-looking information. Especially the following
information is used:

- actual or expected significant adverse changes
in business, financial or economic conditions that
are expected to cause a significant change to the
borrower’s ability to meet its obligations;
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6.

FINANCIAL RISK MANAGEMENT (continued)

(b)

(c)

Credit risk (Continued)

- significant changes in the expected performance
and behaviour of the borrower, including changes
in the payment status of borrowers.

A significant increase in credit risk is presumed if a debtor
is more than 30 days past due in making a contractual
payment. A default on a financial asset is when the
counterparty fails to make contractual payments within
120 days of when they fall due.

Financial assets are written off when there is no
reasonable expectation of recovery, such as a debtor
failing to engage in a repayment plan with the Group.
The Group normally categorises a loan or receivable
for write off when a debtor fails to make contractual
payments greater than 360 days past due. Where loans or
receivables have been written off, the Group, if practicable
and economical, continues to engage in enforcement
activity to attempt to recover the receivable due.

Liquidity risk

The Group’s policy is to regularly monitor current
and expected liquidity requirements to ensure that it
maintains sufficient reserves of cash to meet its liquidity
requirements in the short and longer term.
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6. FINANCIAL RISK MANAGEMENT (continuea)

(c)

6. HMXKEREREG®

Liquidity risk (Continued) (c) "BELRME)
The maturity analysis of the Group’s financial liabilities is AEESpBE BB ST
as follows: ™
Total
8H
Less than Between 1  Between 2 Undiscounted Carrying
1 year and 2 years and 5 years cash flow amount
KRB
—£r -FEWE WERDE ReRE REE
HK$ HK$ HK$ HK$ HK$
At 31 December 2019 R=ZB-AF+=ZA=t-8H
Trade and other payables FERRT R EM TR 3,871,952 - - 3,871,952 3,871,952
Borrowings fE 5 15,000,000 = - 15,000,000 15,000,000
18,871,952 = - 18,871,952 18,871,952
Total
an
Less than  Between 1 Between 2 Undiscounted Carrying
1year and2years and 5 years cash flow amount
REH
58 —FERFE MEELF Hene REE
HKS HK$ HKS$ HKS HK$
BT BT BT BT BT
At 31 December 2018 R=B-NE+ZA=+-H
Trade and other payables FERER TR E A A 5UIR 6,951,988 = = 6,951,988 6,951,988
Borrowings fE R 10,000,000 13,800,000 - 23800000 21,860,063
16,951,988 13,800,000 - 30,751,988 28,812,051
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For the year ended 31 December 2019 #iEZ =T —hNhGF+-A=+—HILFE

6. FINANCIAL RISK MANAGEMENT (continuea) 6. MBEBRERE®

(d) Interest rate risk (d)

As at 31 December 2019 and 31 December 2018,
the Group has no significant interest-bearing assets
and liabilities, the Group’s operating cash flows are
substantially independent of changes in market interest

A = =

R=2-nF+=A=+-AK
W= \F+=A=+—H &
RAKELMEARSEERRA
- BAEEZ EERS AR

rates. ETEMGH RSB I HE -
(e) Categories of financial instruments ) EMIAZHHE
2019 2018
—E-NF —E—N\F

HK$ HK$
BT & T

Financial assets: ERMEE:

Investments at fair value through BATEFAER ZEE

profit or loss

Financial assets at amortised costs HBEKNATENEREE

= 5,922,551

15,276,813 31,729,069

Financial liabilities: S@MEE:
Financial liabilities at amortised costs Z# K ANHEN SR BE

18,871,952 28,812,051
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For the year ended 31 December 2019 B ZE =T —NF+-A=+T—HILFE

6.

FINANCIAL RISK MANAGEMENT (continued)

(f)

Fair values

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

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 following disclosures of fair value measurements use
a fair value hierarchy that categorises into three levels the
inputs to valuation techniques used to measure fair value:

Level 1 inputs: quoted prices (unadjusted) in active
markets for identical assets or liabilities that the Group
can access at the measurement date.

Level 2 inputs: inputs other than quoted prices included
within level 1 that are observable for the asset or liability,
either directly or indirectly.

Level 3 inputs: unobservable inputs for the asset or
liability.

The Group’s policy is to recognise transfers into and
transfers out of any of the three levels as of the date of
the event or change in circumstances that caused the
transfer.
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For the year ended 31 December 2019 #iEZ =T —hNhGF+-A=+—HILFE

6. FINANCIAL RISK MANAGEMENT (continuea) 6. MBEBRERE®

(f) Fair values (Continued) f) DEEE)
(@)  Disclosures of level in fair value hierarchy @ AFEERFEE

Fair value measurements using:

ERANTBAMBZATENE:

Level 1 Level 2 Level 3 Total
£-% E=R E=H @5t
HK$ HK$ HK$ HK$
BT BT BT BT
At 31 December 2018 R=Z-NF+=A=t-H
Recurring fair value KEMATHEFE:
measurements:
Investments at fair value through BATEFABRE I RE
profit or loss
~ Investment funds -REES = - 5922551 5,922,551
(b)  Reconciliation of assets measured at fair value (b) WRIEZEERIZLFETE
based on level 3: H) & EE 2R -
Investments
at fair value
through
profit or loss Total
BRATESTA
BREzRE st
HK$ HK$
BT &I
At 1 January 2018 R-_ZE-—NF—H—H = =
Purchases BB 5,922,551 5,922,551
At 31 December 2018 and RZE—NFE+=ZA=+—8
1 January 2019 MZZT-hF—H—H 5,922,551 5,922,551
Disposals HE (5,922,551) (5,922,551)
At 31 December 2019 R-ZZE-AF+ZA=+—8H - -
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For the year ended 31 December 2019 B ZE =T —NF+-A=+T—HILFE

6.

FINANCIAL RISK MANAGEMENT (continued)

(f)

Fair values (Continued)

()

Disclosure of valuation process used by the Group
and valuation techniques and inputs used in fair
value measurements at 31 December 2018:

The Group’s Chief Executive Officer is responsible
for the fair value measurements of assets and
liabilities required for financial reporting purposes,
including level 3 fair value measurements. The
Chief Executive Officer reports directly to the Board
of Directors for these fair value measurements.
Discussions of valuation processes and results are
held between the Chief Executive Officer and the
Board of Directors at least twice a year.

For level 3 fair value measurements, the
management will estimate the investment funds
at fair value classified as investments at fair value
through profit or loss based on the rate of return
published by the financial institutions.

Level 3 fair value measurements

At 31 December 2018

6.

B S R B B IR ()

(f)

QRFEE)

©

R—E—NFF+—H=4+—
HAN B AT R A i 1 (B 72 7
R 2N FEE AR 1E
CE e Lokid

AEENTHRARBERY
BHREETHARNEERE
B2 AFENE(BREEIR
NFEFE) - THAETL
HEEAFEFEEERAE
EEER - THRAEHREES
EEFELMAAwWEE
BFEEBER -

BESMATEH B -
EREBBESBREBA
HOERELESERER
TEIABEIREES
ATE-

FIW A TEAE

R=—FE—N\E+=A=+—H

Effect on
fair value for
increase of
Description Valuation technique Unobservable inputs  Range inputs Fair value
28ENY
BR B TABESY il NTENZE AYE
HKS
BT
Investment funds classified as Discounted cash flow Rate of return 3.54% - 4.1%  Increase 5,922,551

investments at fair value #EBETE ligage
through profit or loss
PEERATEAAER 2R E

MREES

354%%541%
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For the year ended 31 December 2019 i Z =T —NF+-A=+—HILFE

7.

OPERATING SEGMENT INFORMATION

The Group has one reportable segment as follows:
- Hotel operations

The Group’s reportable segment is a strategic business unit
that offers different products and services. They are managed
together because their business models, technology and
marketing strategies are similar to each others.

The accounting policies of the operating segments are the
same as those described in note 4 to the financial statements.
Segment profits or losses do not include bank interest income,
finance costs, auditor’s remuneration, legal and professional fee,
head office and corporate expenses.

The segment information for the reportable segment for the year
is as follows:

7.

Al
T
¥
%
m]{
®

>t
i)
=

£

—

=

AE2{H MW

- EEEE

AEBZAEZHDMIHRETRE®R
KIR# 2 RIEMEREBEL - AR K
BERZBERN - R EkTSHERER
BEAET - BRZ2®ROBIOG—EE -

RED B @R E M5 HRK W E4
PRt @t RE— - DHEED
BREBITANEMA - BEKAK - Z2ED
Me  EZREBEXER ERFRERDE
EE

REFEA 28D M D MBERHH 40
T

Hotel
operations
B IR E
HK$
BT

For the year ended 31 December 2019 BE-Z—hFt+-A=1+—HLFE
Revenue g #5 45,584,928
Segment profit 7 5B A 11,699,181
Depreciation of property, plant and equipment ¥ BMERZETE 3,809,048
Depreciation of right-of-use assets FREBEEENE 11,263,237
Impairment of property, plant, and equipment M BEREZERE 435,093
Impairment of right-of-use assets FERAREERE 1,404,421

Legend Strategy International Holdings Group Company Limited
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For the year ended 31 December 2019 HE-—ZT—NF+_A=1+—HILFE

7. OPERATING SEGMENT INFORMATION 7. RESFER @)
(Continued)
Hotel
operations
BIEEE
HK$
7T
For the year ended 31 December 2018 HE-_Z—N\F+_A=+—HLHFE
Revenue W as 45,547,168
Segment profit 7 &8 % 19,003,582
Depreciation of property, plant and equipment ME - BEREKEINE 4,747,259
Depreciation of right-of-use assets FREEENE 10,373,520
A reconciliation of segment results to loss before tax is provided SERE A4S BB AT E R 2 YWERE P w0
as follows: N
2019 2018
—E-hF —E)N\F
HK$ HK$
BT 7T
Total profit of reportable segment A 2 35 &% A 4858 11,699,181 19,003,582
Unallocated corporate expenses, net ROMEERZIFRE (16,419,170) (18,035,440)
Bank interest income R1TF B A 226,860 77,165
Finance costs A& B A (3,626,433) (3,122,615)
Loss before tax bR Rl Es 18 (8,119,562) (2,077,308)
Revenue from major customers: REFTEEZFZWEF:
All revenue was derived in the PRC during the years ended REE—_E—NhEE-_ZFT—)\EFE+_-A
31 December 2019 and 2018. Revenue from two (2018: two) _+ H Jtij* el K EH
customers of the Group’s hotel operation segment represents cAREBBELSESTAMZ (T —
approximately HK$11,462,926 (2018: HK$9,974,683) and /\i B EERRAD B4 (h A E
HK$8,197,649 (2018: HK$6,485,297) of the Group’s total revenue B 48 7 2511,462,9268 ¢ (=& /\¢
respectively. 9,974,683/ 70 ) %.8,197,6497%8 7L (=%

J\EE : 6,485,297 7T) °
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For the year ended 31 December 2019 #iEZ =T —hNhGF+-A=+—HILFE

7. OPERATING SEGMENT INFORMATION 7. REPHER (#)
(Continued)
Revenue from major customers: (Continued) REFEEFzZWE: (&)
The total of non-current assets other than deferred income tax NREBLRFEMIERSDEELE
assets and rental deposits located in Hong Kong and the PRC (TERELEFMSHEEREERS)
were HK$4,861,965 (2018: HK$8,226,664) and HK$48,191,610 o Al &4,861,965/% L(— & — )\ &F:
(2018: HK$47,300,132), respectively. 8,226,664/ JT) 48,191,610/ ;T (=&

— \£E 147,300,132 7T) ©

Breakdown of revenue from all activities is as follows: FrE a8 = @E s T
2019 2018
—g-hE —T-N\E
HK$ HK$
BT BT
Sales from hotel operations B RS BERHERE
- Rental of hotel rooms and conference -BEEEREREAS
rooms 45,584,928 45,547,168
Revenue from contracts with customers HEEHE LU= 45,584,928 45,547,168
Disaggregation of revenue from contracts with customers: HEPHELHW R 2 HHT:
2019 2018
—E-hEF —E-NEF
HK$ HK$
BT BT
Geographical markets i I8 T 35
PRC M 45,584,928 45,547,168
Major service FER®E
Rental of hotel rooms and conference rooms BEZERE@#E=H S 45,584,928 45,547,168
Timing of revenue recognition e R UK 5 1Y B
Over time I8 B P 22 X 45,584,928 45,547,168
Rental of hotel rooms and conference rooms BEEERERERS
Hotel revenue from hotel rooms and conference rooms rental REBEREEEREZEHS B IER
is recognised when the services are rendered. @A R E R R ER -
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For the year ended 31 December 2019 B ZE =T —NF+-A=+T—HILFE

8. EMPLOYEE BENEFIT EXPENSES 8. EEEAMZBEESE
(INCLUDING DIRECTORS’ EMOLUMENTYS) BN )
2019 2018
—E-hF —E-N\F
HK$ HK$
BT BT
Salaries, wages and allowances e L& KEE 15,158,483 14,784,044
Pension obligations Rk E R 1,563,176 1,187,404
Other benefits H i 78 F 196,573 145,768
16,918,232 16,117,216
9. DIRECTORS’ EMOLUMENTS 9. EEFH M
(a) The emoluments of each director were as follows: (@) BVEZ=ZHFMIJHOT:
Salaries,

allowances Pension
and benefits schemes

Fees Inducement in kind contribution Total
¥e BER Bihe

ik ®BE BUEN  HEMEX A

Notes HK$ HK$ HK$ HK$ HK$
st BT B BT B BT
Year ended 31 December 2019 HZE-Z-AE+=F
=t-ALEE
Executive directors: HITES:
Chung Tin Yan NI (8) - - - - -
Ye Shusheng -8 A (b) 1,526,795 - - 18,000 1,544,795
Non-executive directors: FHTES:
Yuan Fuer RER © 12 - - - 12
Hu Xinglong il © 12 - - - 12
Independent non-executive BUEHTES:
directors:
Wu Jilin REM (d 120,000 = = = 120,000
Du Hongwei tER ) 120,000 - - - 120,000
Li Zhou 54 d 120,000 - - - 120,000
1,886,819 = = 18,000 1,904,819
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For the year ended 31 December 2019 #iEZ =T —hNhGF+-A=+—HILFE

9. DIRECTORS’ EMOLUMENTS (continued) 9. EEFM
(@ The emoluments of each director were as follows: (@ BEZEZFMBIWOT: &)
(Continued)
Salaries,
allowances Pension
and benefits schemes
Fees  Inducement in kind  contribution Total
e RER Ehe
e #Be EURN  FHEER @
Notes HKS HKS$ HKS HKS$ HKS
Wi BT BT BT BT BT

Year ended 31 December 2018 HZ-Z-N\E+=A

=t-ALEE
Executive directors: HTEE:
Ye Shusheng 51 4 (o) 1,302,857 202,950 - 16,500 1,522,307
Huang Yun EE © 816,667 = = = 816,667
Dai Lifeng Iy < &) 490,000 = = = 490,000
Min Zhi Dong RER (f) - - - - -
Non-executive directors: FUTEE:
Yuan Fuer RER © 5 = = - 5
Hu Xinglong il © 5 = = - 5
Lu Zefeng 9= © 816,667 = = - 816,667
Independent non-executive BUFHTES:
directors:
Wu Jilin REM d 45,484 = = = 45,484
Du Hongwel txE G)] 45,484 = = - 45,484
Li Zhou R G) 45,484 = = - 45,484
Tso Hon Sai, Bosco EzE © 81,667 = = = 81,667
Cheng Chai Fu gEz © 81,667 = = = 81,667
Wong Yiu Kit, Emest ERG © 81,667 - - - 81,667
3,807,654 202,950 = 16,500 4,027,104
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For the year ended 31 December 2019 B ZE =T —NF+-A=+T—HILFE

9.

DIRECTORS’ EMOLUMENTS (Continuea)

(@) The emoluments of each director were as follows:

(Continued)

Note:

(a) Chung Tin Yan was appointed as an executive director and
the chief financial officer with effect from 31 December

2019.

(b) Ye Shusheng resigned as an executive director and the
chief executive officer with effect from 31 December

2019.

(c) Yuan Fuer and Hu Xinglong were appointed as non-
executive directors with effect from 15 August 2018.

(d) Wu Jilin, Du Hongwei and Li Zhou were appointed as
independent non-executive directors with effect from 15

August 2018.

(e) Huang Yun and Dai Lifeng resigned as executive directors,
Lu Zefeng resigned as an non-executive director and Tso
Hon Sai, Bosco, Cheng Chai Fu and Wong Yiu Kit, Ernest
resigned as independent non-executive directors with

effect from 6 September 2018.

() Min Zhi Dong resigned as an executive director with effect

from 1 March 2018.

During the year ended 31 December 2019, no (2018:
HK$202,950) emoluments was paid by the Group to Ye
Shusheng as an inducement to join or upon joining the
Group and no (2018: nil) emoluments was paid by the
Group to any of the directors as compensation for loss

of office.

o.

EEHFM =)
SEECHEMEINOT: (8)

(@

B = -

BEZZ-NAF+-HA=+—H
B BRTEZEIR/RNTES
REEMBE -

BEZZ-NAF+-HA=+—H
B MR AR ERITESERT
BAEE, -

B /\EN\ATHAR X
ERRBEEERERIENT
g=x-

BE-Z-/\FNAA+RERE R
T HEBRFAERER
BYEMITES -

B-Z-N\FALARBE &BE
REERERTES  EE
BB EFRTES BEE
BEE R ERAR B
TE=E-

B-ZZ-N\F=A—B& &
TREENTES -

REE=Z-NF+=ZA=+—H
WEFE - ANEE R R ML
NERSEIEANASIMALRE
B R 22 E) (ZF —/\FF 1 202,950
B ARAREBI KR AEME
EYNEMKE(CE-N\F  8)
ERBERAE -
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For the year ended 31 December 2019 #iEZ =T —hNhGF+-A=+—HILFE

9. DIRECTORS’ EMOLUMENTS (continuea) 9. EEHM o

(b) Five highest paid individuals (b) EEEEHFAL
The five highest paid individuals in the Group during FAN - AEBRETEFALE
the year included one (2018: four) directors whose BF—®%CE-N\F HBHESF -
emoluments are reflected in the analysis presented Men EXE5 2 oTHREE -
above. The emoluments of the remaining four (2018: one) Bz (2 —N\F  —R)AL

individual is set out below: BB & &5 T
2019 2018
—E-hF —ZE-N\F
HK$ HK$
BT omie
Salaries, wages and allowances e TEKERL 3,089,500 947,100
Pension obligations RIKEET 70,500 18,000
3,160,000 965,100

The emoluments fell within the following bands: B EEMT -

Number of individuals

AE

2019 2018

—E-NEF —E-N\F

Nil to HK$1,000,000 0%1,000,0007% 7T 4 1
During the year, no emoluments were paid by the FA-AERTEAAEE 2 &
Group to the highest paid individuals of the Group as = A T AT BN £ 1E A KB
an inducement to join or upon joining the Group and no IOAS AR S B2 428 - LA
emoluments were paid by the Group as compensation for RAEBEWESHERMMESIER

loss of office. B E o
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For the year ended 31 December 2019 B ZE =T —NF+-A=+T—HILFE

10. OTHER INCOME 10. EMr A
2019 2018
—E-hF —E)N\F
HK$ HK$
BT BT
Bank interest income RITH B A 226,860 77,165
Food and beverage RN R G 85,151 146,181
Gain on early repayment of borrowings REEEER 2K 1,045,783 -
Net foreign exchange gain e W U = 55 - 728,853
Change in provision for asset retirement WMEEEERBEEED 1,378,084 2,339,062
Others HAh 233,556 20,534
2,969,434 3,311,795
11. FINANCE COSTS 11. B E KA

An analysis of finance costs is as follows: BLE R AT
2019 2018
—E-NEF —E-N\F
HK$ HK$
BT BT
Finance cost on provision for asset retirement ¥R 8% & & 18 R B & 1 g & A A 73,710 173,072

Interest on borrowings from the Former A 4% AR AR BR M8 SR A9 7 2

Controlling Shareholder 1,091,421 1,174,736
Lease interest HER B 2,461,302 1,774,807
3,626,433 3,122,615
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For the year ended 31 December 2019 i Z =T —NF+-A=+—HILFE

12. INCOME TAX EXPENSES 12.

B X
2019 2018
—EF-NF —TN\F
HK$ HK$
BT BT

Current tax — PRC corporate income tax BVEARR 18 — R B 1 K FRIS TR

Provision for the year FE R 4,195,502 3,229,444
Under provision in prior year BRAFEREBETR - 12,605
4,195,502 3,242,049

Deferred income tax (Note 20) i I B 15 Bt (Bt 5£20) 2,806,981 (131,801)
7,002,483 3,110,248

The Group is not subject to taxation in the Cayman Islands and
the British Virgin Islands.

No provision for Hong Kong Profits Tax is required since
the Group has no assessable profit for the years ended 31
December 2019 and 2018. The amount provided for the year
ended 31 December 2019 was calculated at 16.5% (2018:
16.5%) based on the assessable profit for the year.

For the year ended 31 December 2019, PRC corporate income
tax is provided at 25% (2018: 25%) based on the assessable
profit for the year less allowable losses brought forward.

Legend Strategy International Holdings Group Company Limited
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For the year ended 31 December 2019 #H & — &

Bt 5 R M RE

—NFEFT A=t —BLLFE

INCOME TAX EXPENSES (Continued) 12. FRSHB (2

The reconciliation between the income tax expense and the
product of loss before tax multiplied by tax rates applicable to

profit or loss in the respective countries is as follows:

Fiefim BB AIEERAEAR
EHERMAMEZFBENEROT

2019 2018
—E-hE —N\&F
HK$ HK$
BT o
Loss before tax bR Bl Es 18 (8,119,562) (2,077,308)
Tax calculated at domestic tax rates 7iE AR S B8 A& i R
applicable to profits or loss in the FFE AT IR
respective countries (553,494) 1,681,734
Tax effect of expenses that are not deductible 1~ 7] 1 B XX B Fi 165 =2 & 2,865,944 2,055,687
Tax effect of tax losses not recognised RIERHIA KBRS 5 & 2,007,606 427,968
Tax effect of utilisation of tax losses not FRLAI AR ESEN
previously recognised M2 - (215,775)
Tax losses previously recognised and Z BRI [ 2 77 &S 18
reversed 1,959,201 -
Tax effect of income not taxable MARBMBMANRIEZE - (639,807)
Under provision in prior year BEFERBETR - 12,605
Unrecognised temporary difference RERELR M =5 723,226 (212,164)
Income tax expenses FEfHAX 7,002,483 3,110,248
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For the year ended 31 December 2019 i Z =T —NF+-A=+—HILFE

13. LOSS FOR THE YEAR 13. FAEE
The Group’s loss for the year is stated after charging/(crediting) REBEZFARNBBIENE, GIA)T
the following: SR Z75:
2019 2018
—E-hEF —E-N\F
HK$ HK$
i A IT
Auditor’s remuneration* % BUAD B & 1,000,000 1,000,000
Depreciation of property, plant and Y- BERZEITE
equipment 3,998,391 5,749,225
Depreciation of right-of-use assets FREEEITE 14,473,621 15,195,590
Net foreign exchange loss/(gain)* fE N EE (W) T 23,759 (728,853)
Impairment of property, plant, and ME - BWEREERE
equipment* 435,093 -
Impairment of right-of-use assets* £ BHEE ERE" 1,404,421 -
Gain on disposal of subsidiaries HENE AR MU - (3,777,111)
Loss on disposal of property, plant and LEME  BENREKEZEE"
equipment” = 34,747
* These items are included in “Other operating expenses” or “Other * ZEHADIWAGE B R AMEE
income” of the consolidated statement of profit or loss and other WARPHEMEER | SkEHM
comprehensive income. WATA °
14. DIVIDEND 14. KR 2
The directors of the Company did not recommend the payment REBEEZZT-NFR_FT—/N\F+=A
of any dividend for the years ended 31 December 2019 and =t+—HILFE EEHEEF KT
2018. AR & o
15. LOSS PER SHARE 15. EREA

(@) Basic loss per share

The calculation of basic loss per share attributable to
owners of the Company is based on the loss for the year
attributable to owners of the Company of HK$14,970,351
(2018: HK$4,378,134) and the weighted average number
of ordinary shares of 448,363,708 (2018: 448,363,708) in
issue during the year.

(b) Diluted loss per share

There was no dilutive potential ordinary shares
outstanding for the year (2018: Nil). Accordingly, the
diluted loss per share is same as basic loss per share for
both years.

Legend Strategy International Holdings Group Company Limited
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For the year ended 31 December 2019 B ZE =T —NF+-A=+T—HILFE

16. PROPERTY, PLANT AND EQUIPMENT

16. W% - MERRE

Leasehold  Furniture and Office Motor  Construction
improvements fixtures  equipment vehicles in progress Total
AENELE GRREE  BOZERE RE ERIR ag
HKS HKS HKS HKS HKS HKS
B BT B BT B BT
COST: RA:
At 1 January 2018 R-E-\F-F—H 18,445,521 5,454 851 2527530 703,755 - 27131657
Addtions RE 126,020 336,034 246,707 = 236,561 945,32
Acquisition of a subsidary WE-HHBAT 2,354,264 - 2040411 - - 4,394 675
Disposal of subsidiaries HERBAR = = = (708,755 = (703,755
Disposal e (3,761,266 (1105762 (1459,772) - - (6326800
Exchange realignment ERHE (434952 (211,066) (193,162) - - (839,180)
At 31 December 2018 and RZE-\E+-A=1-Ak
1 January 2019 “2-h%5-A-H 16,729,587 4,474,057 3161714 = 236,561 24,601,919
Addtions RE 768,886 1961445 293905 = 3567017 6,591,253
Transfer g% 3,798,555 = = - (3798559) =
Exchange realignment ERAE (101.411) (89.456) (65,420) = (5,023 (261,310)
At 31 December 2019 RZB-AETZA=1-H 21195617 6,346,046 3,390,199 - - 30,931,862
ACCUMULATED DEPRECIATION ZHIERAAE:
AND IMPAIRMENT:
At 1 January 2018 RZF-\E-A-H 9214796 4422203 1632418 269,773 - 15539190
Charge for the year Emitiz 5,001,284 202,856 401,928 123,157 - 5,749,225
Eliminated on disposal of HERBANH
subsidiaries - - - (392,930) - (392,930)
Eliminated on disposal HEH (3,516,087) (552,478) (723,489) = - (4,792,053)
Exchange realignment ERAE (280,881) (202,887) (62,870) = = (546,638
At 31 December 2018 and RZE-\ETZA=+-BR
1 January 2019 “F-7&-A-A 10419112 3,889,604 1247988 - - 15,556,794
Charge for the year Epiti 3,196,007 320,865 481429 = = 3,998,391
Impairment loss REEE 293,042 142,051 = = = 435,093
Exchange realignment ERAE (75,185) (87.088) (33918) = = (196,191)
At 31 December 2019 RZE-AFt=A=1-H 13,833,066 4,265,522 1,695,499 - - 19,794,087
CARRYING AMOUNTS: FRE:
At 31 December 2019 RZZ2-AF+ZF=1-H 7,362,551 2,080,524 1,694,700 - - 18775
At 31 December 2018 R-F-N\E+-A=1-H 6,310,475 584,363 1913726 - 236,561 9,045,125

Annual Report 2019
—E-NFER

131



Notes to the Consolidated Financial Statements

e R WmAR M

For the year ended 31 December 2019 i Z =T —NF+-A=+—HILFE

16. PROPERTY, PLANT AND EQUIPMENT 16
(Continued)

Note: The Group carried out reviews of the recoverable amount of
its property, plant and equipment in 2018 and 2019 as a result
of the deterioration of performance of hotels. These assets are
used in the Group’s hotel operations segment. The reviews led
to the recognition of an impairment loss of HK$435,093, that
has been recognised in profit or loss. The recoverable amount
of the relevant assets of HK$4,910,393 has been determined
on the basis of their value in use using discounted cash flow
method. The discount rate used was 12.7%.

17. PREPAYMENTS, DEPOSITS AND OTHER 17.

. WE- -BERRZE®R

iz BRNBEEEEZE  AEER-FT
—NER_ZE—hFHYE BE
MBI ESEETERN - Z
EEARAEENBELEDIS -
ZEMSAERRBREPRERRE
E518435,093%8 7t - HFAMIRIR S
REAATHEREBER  Z5E
E R[04 % 54,910,893 7T © fF
B2 =R EB127% °

ANRIE RERHEMER

RECEIVABLES MIE
2019 2018
—E-AF —E-N\F
HK$ HK$
BT om
Prepayments and deposit paid ERREREHES
Prepayments KRB 969,980 1,817,132
Deposits ®e
Rental deposits HEZS 3,312,887 3,072,921
Other receivables Hih e IE 152,302 180,956
Total prepayments, deposits and other TERFIE  ZehEMmER
receivables IR 4R R 4,435,169 5,071,009
The amounts of prepayments, deposits and FEfT B ~ 18 & & E /b FE Uk
other receivables are analysed as follows: HKELESTWT :
Non-current portion FERET D
Rental deposits HEZ® 2,920,969 2,120,846
Prepayments 8 f~+ 3k 18 144,893 826,898
3,065,862 2,947,744
Current portion B
Prepayments SEENE 825,087 990,234
Rental deposits HEZ® 391,918 952,075
Other receivables H ) JE W I8 152,302 180,956
1,369,307 2,123,265
4,435,169 5,071,009
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For the year ended 31 December 2019 B ZE =T —NF+-A=+T—HILFE

18. GOODWILL 18. HE
HK$
o
Cost DN
At 1 January 2018 RZZE—-—N\EF—H—H =
Acquisition of a subsidiary I BE — R B A A 2,060,823
Exchange realignment ME 5, 38 B (140,620)
At 31 December 2018 R-ZE-N\FE+_A=+—H 1,920,203
Exchange realignment ME 5,38 B (40,777)
At 31 December 2019 R-_ZE-hRF+A=+—8H 1,879,426

Goodwill acquired in a business combination is allocated, at
acquisition, to the cash generating units (“CGUs”) that are
expected to benefit from that business combination. The
carrying amount of goodwill had been allocated as follows:

REGAEHBKREZBEDRKBE
TREBHUAIBENREBAHZIES
ETET(REELER]) BEZEK
EEDBWT:

2019 2018
—2-7E —2N\E
HK$ HK$
BT & T
Hotel operations B JE & 8
Huizhou Hazens East Resort Travel BN IE 3 E6 & bR 22 AR 7%
Services Limited (“Huizhou Hazens”) BRABR(EMAELED 1,879,426 1,920,203

The recoverable amounts of the CGUs are determined on the
basis of value in use using discounted cash flow method. The
key assumptions for the discounted cash flow method are those
regarding the discount rates, growth rates and budgeted gross
margin and revenue during the period. The Group estimates
discount rates using pre-tax rates that reflect current market
assessments of the time value of money and the risks specific
to the CGUs. The growth rates are based on long-term average
economic growth rate of the geographical area in which the
businesses of the CGUs operate. Budgeted gross margin and
revenue are based on past practices and expectations on
market development.

ReESEM A RESEIRER
ERAEEFRABRASREEETE
MRBAEREEMRAZIERR
HABRMMER - BREX - BEEANEX
Kzt 2 BRa% o A& EF AR R E Al
MEHEBEREZHIERRCELSE
7 2 %5 7 BB 2 B B A A R A R RE IR
R BEXANZREELBEURLER
BRELR 2 RPFHEERERRS
HE - BEEMNXRERDRBER
PINTBHMEERSEE -
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For the year ended 31 December 2019 #iEZ =T —hNhGF+-A=+—HILFE

18. GOODWILL (continued)

The Group prepares cash flow forecasts derived from the most
recent financial budgets approved by the directors for the next
five years with the residual period using the growth rate of 3%
(2018: 3%). This rate does not exceed the average long-term
growth rate for the relevant markets.

The rate used to discount the forecast cash flows from Huizhou
Hazens is 15.7% (2018: 12.5%).

19. RIGHT-OF-USE ASSETS

Disclosures of lease-related items:

18.

19.

BE e

AEEFERRSREEN  HREEE
Fi R RAERABIE 2 E R
B3% (= —\FF : 8%) 2 B BRI
HE - g RETRBAENSZFY
RHMRE -

BUBEEMNAEBARE S RE ZA
K E157% (ZF—)\4F : 12.5%) °

FERAEEE
WEMAEHEES:
2019 2018
—E-RF ey ANCS
HK$ HK$
BT BT

Right-of-use assets TRAEEE

39,891,481 43,734,570

Legend Strategy International Holdings Group Company Limited
A B EEERER AR



Notes to the Consolidated Financial Statements

e WK

For the year ended 31 December 2019 B ZE =T —NF+-A=+T—HILFE

19. RIGHT-OF-USE ASSETS (continued) 10. FRAEEE#)
2019 2018
—EF-NF —TN\F
HK$ HKS
BT BT

The maturity analysis, based on undiscounted FH X KBIIFIR SR EH
cash flows, of the Group’s lease liabilities AEEHEEENREAB

is as follows: AT
Less than 1 year —F AR 13,941,527 16,215,542
Between 1 and 2 years —EWF 11,344,403 7,173,510
Between 2 and 5 years ERF 9,426,570 10,858,145
Over 5 years HFU E 19,464,813 23,435,777
54,177,313 57,682,974
Depreciation charge of right-of-use assets (FHEEERTERX
Land and buildings TH R BREY) 14,434,733 15,195,590
Motor vehicles R E 38,888 =
Impairment losses of right-of-use assets TREEEREER
Land and buildings T R EEY 1,404,421 -
Lease interests HEFE 2,461,302 1,774,807
Expenses related to short-term leases HHEEEBERX - 237,928
Total cash outflow for leases HERS R B 16,096,688 15,657,949
Additions to right-of-use assets o FAEE EL M 428,371 31,219,306
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For the year ended 31 December 2019 i Z =T —NF+-A=+—HILFE

19. RIGHT-OF-USE ASSETS (continuead)

Notes:

(@)

The Group leases various land and buildings and a motor vehicle.
Lease agreements for land and buildings and a motor vehicle
are typically made for fixed periods of 2 to 15 years (2018: 2
to 15 years) and 5.5 years (2018: nil) respectively. Lease terms
are negotiated on an individual basis and contain a wide range
of different terms and conditions. The lease agreements do not
impose any covenants and the leased assets may not be used
as security for borrowing purposes.

19. FAEEE®)

B 2 -

(@)

REEMRE %[ K EEY N —F
B LHMREEMEINEZHE R
EEERRBEDHB2EIGF (=
T—\F : 2E16F) R5.6F (=T )\
FomE) HEKRKRTIBEMEAZM
ETHH - BB ERBRIRMGER LG
o ZEEBHETEWREMRZY - A
EEETRBRIEEFAENER -

The followings amounts are related to leases with a related ) MNUTeHEHEMABINEEEH: (R
company (Mr. Yuan has control over the related company): SeAEYE R % B A A

2019 2018

—2-hnE  —EFN\F

HK$ HK$

BT ow

Right-of-use assets FEREEE 8,963,202 12,136,358

Depreciation charge of right-of-use assets FHEEENERX 2,347,120 1,160,194

Lease liabilities HEAE 10,414,574 13,313,912

Lease interests HEF B 561,982 305,958

Total cash outflow for leases HERSRLBE 2,604,880 945,564

The Group carried out reviews of the recoverable amount of () ARNBEEEESEEZ  ASEBR_F—

its right-of-use assets in 2018 and 2019 as a result of the
deterioration of performance of a hotel. These right-of-use assets
are used in the Group’s hotel operations segment. The reviews
led to the recognition of an impairment loss of HK$1,404,421,
that has been recognised in profit or loss. The recoverable
amount of the relevant right-of-use assets of HK$13,758,926
has been determined on the basis of their value in use using
discounted cash flow method. The discount rate used was
12.7%.

Legend Strategy International Holdings Group Company Limited

hEBEREEERERAT

NERZZ—NFHUFEAREENT
KESEETEN ZEAREEE
ARAEENEELEED I - % F\
BLSAREBMANIE ST RERBERR
1,404,421%8 7 - HLAMRBELRER
SRR FEER  ZSEREEE
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For the year ended 31 December 2019 B ZE =T —NF+-A=+T—HILFE

20. DEFERRED INCOME TAX ASSETS 20. EEEFFBMERE

The following are the major deferred tax assets recognised by TYAAEEBRRANETERLEHRIESE

the Group. =3
Decelerated
Deferred Lease tax
expense  expenses depreciation Provisions  Tax loss Total
BERX HERX BEEHERE BE HEFS ag

HKS HKS HKS HKS HKS HKS
B B B BT B B

At 1 January 2018 RZZ-\E-A—H =
Acquisition of a subsiclary e ol 1) VNG 646,196
Credited/(debited) to profit or loss for the year R A/(HIE) B#

(Note 12) (Bt sE12) (624,836)
Exchange differences ERER (21,360)

1,471,185 663,295

2152034 4,286,514

646,196

622764 (46461 (202241 800975 131,801
02658  (58608) (6713 (139684 (269029

R-E-\E+-A=1-Fk

“Z-n%5-A-H
Debited to proft or loss for the year (Note 12 R EE % (Hi5H12)
Exchange differences EiEE

At 31 December 2018 and 1 January 2019

600406 47716 434,341
09504  (85477)  (432797) (1,959,209  (2,806.981)
(12220 (13285 (15440 (4979 (52,029

2,813,326 4,795,488

At 31 December 2019 RZE-NET-A=1-H

568,381 548,954 - 829,149

1,936,484

Deferred income tax assets are recognised for tax loss carry
forwards to the extent that the realisation of the related tax
benefit through future taxable profits is probable. As of 31
December 2019, the Group does not recognise deferred income
tax assets of HK$8,315,252 (2018: HK$5,788,280) in respect
of losses amounting to HK$40,114,805 (2018: HK$31,705,574)
that can be carried forward against taxable income. Included
in unrecognised tax losses are losses of HK$19,885,175 (2018:
HK$6,551,292) that will expire in 2024 (2018: 2023). Other tax
losses may be carried forward indefinitely.

At the end of the reporting period, the aggregate amount of
temporary differences associated with undistributed earnings
of subsidiaries for which deferred tax liabilities have not been
recognised is HK$12,737,198 (2018: HK$8,974,417). No liability
has been recognised in respect of these differences because
the Group is in a position to control the timing of reversal of the
temporary differences and it is probable that such differences
will not reverse in the foreseeable future.

1% 75 R 16 F) 25 7] 6 35 18 4K 8 R PR B =R
TmfER  AesmaE s REEE
BRECHBHEE - HE=_T—h&F
+TZA=+—8  ANEBE W ERAIEL
2 DU §5 B SR B U 2 E51840,114,805
BT (ZZ—)\&F 131,705,574 7T) HER
IR I P15 51 B EE8,315,252/8 T (& —
J\4F 5,788,280/ Jr) ° 7 HE 7R B 1A /&5
BEESR-_ZE-_NFE(ZZ—\F . =
T~ =) 5|8 219,885,175/ T (=T
— )\ :6,551,292/8 ) 2 518 - H 1
RIEEEAERAMAKREE -

RB|EHRR BEARKMB AR RS IK
BAIAERELERIBBENEREE
B 4058 5127371988 L (T — \4F .
8,974,4177 7T) o F PN 5 B AT LASZ
TR EREONER  BZEERNA
B RATRET G B[O - B AR FE £l
EHBEREE -
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For the year ended 31 December 2019 i Z =T —NF+-A=+—HILFE

21. TRADE RECEIVABLES

The majority of the Group’s revenue from hotel operations
are made via credit cards or cash. Hotel rooms are rented to
corporate customers with an appropriate credit history on credit
terms of 30 days. The Group seeks to maintain strict control
over its outstanding receivables. Overdue balances are reviewed
regularly by the directors.

21.

J& W B X

AEEMBEELEERSEETRUERF
IREeHEE AEESREBERAERE
RENEEEFPRE=ZTRNESE
FHEEEH AKESRERKE
EPFREEZEEFE EZEEH
EH AR -

2019 2018

—E-AF —ET—NF

HK$ HK$

BT BT

Trade receivables JFE UK BR 3R 611,113 825,299

The aging analysis of these trade receivables, based on past
due date and net of allowance is as follows:

& L2 B R R I 2 38 A B A A R B A
B BRER DATIAT -

2019 2018

—E-hE —T)N\F

HK$ HK$

BT om

Neither past due nor impaired 480 HR I O (B 400,082 344,572
0 - 30 days past due #BHIOE 30K 35,380 38,364
31 - 60 days past due #1312 60K - 81,255
61 — 90 days past due # HI61E 90K 168,187 28,494
91 - 120 days past due # HI91E120K = 325,849
121 — 365 days past due i1 #1212 365K 842 6,765
Over 365 days past due #1 B 48 1B 365K 6,622 -
211,031 480,727

611,113 825,299

138 Legend Strategy International Holdings Group Company Limited
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21.

22.

TRADE RECEIVABLES (continued)

The Group applies the simplified approach under HKFRS 9 to
provide for expected credit losses using the lifetime expected
loss provision for all trade receivables. To measure the expected
credit losses, trade receivables have been grouped based
on shared credit risk characteristics and the days past due.
The expected credit losses also incorporate forward looking

information.

21.

FE U BR R (&)

AEBEBEBYHREELFIRA
THIR 577 A5 P B AR IR R TR A
EEBBHRFERHACEEER - 5B
AERHEREER  BRFNECRE
AEEERAREBRANBEHRSIE -
EHREEBERTESMELEER -

Neither past 0-30 31-60 61-90 91-365  Over 365

due nor days days days days days
impaired  pastdue  pastdue  pastdue  pastdue past due Total

EQ8  AH0Z  BHME  BN6IE  BENZE  BNER
TEHE 30X 60X 90% 365K 365K @t
HKS HKS HKS HKS HKS HKS HKS
BT BT BT BT BT BT BT
At 31 December 2019 RZZ-hNET-A=t-H 400,082 35,380 - 168187 842 6,622 611,13
Weighted average expected loss rate ~ JIEFHBRHEBE 0% 0% 0% 0% 0% 0% 0%
Receivable amount (HK) ke EE(ET) 400,082 35,380 = 168,167 842 6,622 611,113
Loss allowance (HK9) BEAR(ETL) = = = = = = =
At 31 December 2018 RZE-\E+ZA=1-H 344,572 38,364 81,265 28,494 332,614 = 825,299
Weighted average expected loss rate ~ EFHBHFEE 0% 0% 0% 0% 0% 0% 0%
Receivable amount (HKS) e EE(ET) 344,572 38,364 81,205 28,494 332,614 - 825,299
Loss allowance (HK9) BERRET) = = = = = = =

INVENTORIES 22. 78

2019 2018
—E-NF —E)N\F
HK$ HK$
BT & T
Consumable stores JH FE 144,189 204,831
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For the year ended 31 December 2019 HE-—ZT—hF+-_A=+—HILtFE

23. INVESTMENTS AT FAIR VALUE THROUGH 23. R FEHFAERZRE

PROFIT OR LOSS

2019 2018

—E-AF —ET—NF

HK$ HK$

BT BT

Unlisted investment funds, at fair value BAFERT SR - 5,922,551

24. TRADE AND OTHER PAYABLES

24. FE 1+ BR 5 R H b FE {4 FE

2019 2018

—E-AF —T—)N\F

HK$ HK$

BT BT

Trade payables FEFBR 3R 91,700 173,864
Accruals and other payables FEETIE B & H M JE 4 3k IR 4,011,850 6,778,124
4,103,550 6,951,988

The aging analysis of trade payables, based on invoice date, is

FEMBR R EN B R B RE ST

as follows: ™
2019 2018
—E-AF —E-N\F
HK$ HK$
7B T BT
0 — 30 days 0E 30K 88,046 149,548
31 — 60 days 31260K 3,654 23,292
61 — 90 days 61290k = 513
Over 90 days B EI0K = 511
91,700 173,864

Legend Strategy International Holdings Group Company Limited
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24. TRADE AND OTHER PAYABLES (Continued) 24, BENBRRRHMENRIE )

Accruals and other payables are analysed as follows:

F&RHIA B K E Al FE 5 SRIR ) 2 AT 8 51 40

T
2019 2018
—B-hE —T)N\F
HK$ HK$
BT o
Accruals FEstEE

Accrued staff costs = %N 1,112,659 1,076,137
Accrued audit and professional fee EEtEZRBEEER 1,372,178 1,321,700
2,484,837 2,397,837

Other payables HihEFRE
Other tax payables H b &~ 5K 18 231,598 408,147
Payables to hotel constructors FEDB JE i T A B3R H = 236,561
Deposits & 535,141 391,620
Others H A 760,274 3,343,959
1,527,013 4,380,287
Total accruals and other payables EstEER EMtENRIEARE 4,011,850 6,778,124
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For the year ended 31 December 2019 i Z =T —NF+-A=+—HILFE

25. PROVISION FOR ASSET RETIREMENT

Under the terms of the tenancy agreements signed with
landlords, the Group shall vacate and re-instate the leased
hotel premises at the Group’s cost upon expiry of the relevant
tenancy agreements in 1 to 13 years (2018: 1 to 14 years).
Provision is therefore made for the best estimate of the expected
reinstatement costs to be incurred. Movements of provision for

25. BEEEERR K

REBEEZXZTIZRITNHEHEBZRGER X
SEARHBAEGZEB ==
FNZF-N\F: —E+EF)EMRA
AEEHERMIEREEBEDE
Ay E W EHELNERK AN AR
M ERTETERE  REEEERERRE

asset retirement are as follows: HEHREBNT
2019 2018
—E-hF —T—)N\F
HK$ HK$
BT omie
At 1 January Rn—A—H 2,197,175 4,512,635
Change in provision for asset retirement MEEEERBEGED (1,378,084) (2,339,062)

Finance cost on provision for asset retirement ¥k 5% & 7= 15 R # 8 1 gt & Ak 2K

(Note 11) (FF 5E11) 73,710 173,072
Exchange differences E W =5 (23,509) (149,470)
At 31 December R+=—A=+—H 869,292 2,197,175
Less: non-current portion B IERBH D (397,371) (846,987)
Current portion B D 471,921 1,350,188

Legend Strategy International Holdings Group Company Limited
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26. LEASE LIABILITIES 26. HEAE

Lease payments

Present value of
lease payments

HEMRK HENRERE

2019 2018 2019 2018

—E2-nfE ZFTN\F ZB-hE ZF)/\F

HK$ HK$ HK$ HK$

BT BT BT BT

Within one year —FER 13,941,527 16,215,542 13,521,072 15,733,321
In the second to fifth years, inclusive =R ER%E

(BREEEMT) 20,770,973 18,031,655 18,431,903 15,566,408

After five years AFE% 19,464,813 23,435,777 12,928,773 15,273,263

54,177,313 57,682,974 44,881,748 46,572,992

Less: Future finance charges AKX EER (9,295,565) (11,109,982)
Present value of lease liabilities HEBRERE 44,881,748 46,572,992

Less: Amount due for settlement 35 : T =18 A A%

within 12 months (shown B8 2B GIR
under current liabilities) MEAET)

Amount due for settlement after +-ERRIHEEZ
12 months B

Notes: B 5 -

(a) At 31 December 2019, the average effective borrowing rate was (a)
4.75% to 9% (2018: 4.75% to 9%). Interest rates are fixed at the
contract dates and thus expose the Group to fair value interest
rate risk.

(b) Lease liabilities of HK$10,414,574 (2018: HK$13,313,912) are (b)
related to leases with a related party.

(13,521,072) (15,733,321

31,360,676 30,839,671

R—ZE—h&E+=-—A=+—0 ¥
BEEEERNRBLT75%EI% (ZF —
I\ 475%E9%) ° FIEREGHHE
EE ANEBRMAEAFERRE

& | E10,4145748 T(ZZE — N
% 113,313,912/ o) BB THE R
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For the year ended 31 December 2019 #H & — &

—NFEFT A=t —BLLFE

27. BORROWINGS . fBR
2019 2018
ZE—NEF —T)N\F
Notes HK$ HK$
B 5% BT BT
Current portion B
Borrowings from Current REREZER R R ER
Controlling Shareholder (TRAEZRRBREK]
(the “Current Controlling
Shareholder’s Borrowings”) (@) 15,000,000 10,000,000
Non-current portion EREBIT S
Borrowings from Former R B AT IR AR R A fE 5K
Controlling Shareholder ([AT 28 A% A% SRS )
(the “Former Controlling
Shareholder’s Borrowings”) (b) = 11,860,063
15,000,000 21,860,063
(@ As at 31 December 2019, the Group has borrowings of @ RZFE—NLF+=ZA=+—8"
HK$15,000,000 (2018: HK$10,000,000) from the Current AEBEHEREREERBRRE 2
Controlling Shareholder. The Current Controlling Shareholder’s & 315,000,000 ST (=& — )\ F :
Borrowings are unsecured, non-interest bearing and repayable 10,000,000/ 7T) ° IREIERR AR A K
on demand. BERKR B RIEZEKRFEREE -
(o)  On 30 June 2018, the Group signed an agreement with the by R=ZF—N\FXA=+H K~NEEHR

Former Controlling Shareholder, pursuant to which, interest
of HK$1,095,781 for the period from 2 June 2017 to 30 June
2018 and interest payable commencing from 1 July 2018 are
waived. A gain of HK$3,550,454 was resulted from the waiver
of interest on the Former Controlling Shareholder’s Borrowings.
Since the lender, which is the Former Controlling Shareholder,
was a shareholder of the Company as at 30 June 2018, the gain
resulted from the waiver of the interest on the Former Controlling
shareholder’s Borrowings was recognised in shareholder’s
contributions equity account.

Legend Strategy International Holdings Group Company Limited
AR EEZERERA

TRIRERE TR - RIBZ =S - R
—tFERXAZBE_ZT-N\EAX
R=+RHEE M F 21,095,781 T
REZZ—N\FtA—HEERF
B R o BT IR AR B & 5K EOR
REEIRAS,550,45487T © HRET
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27. BORROWINGS (continuea)

(o)

(Continued)

As at 31 December 2018, the Group had borrowings of
HK$11,860,063, with effective interest rate of 9%, from
the Former Controlling Shareholder. The borrowings were
unsecured, non-interest bearing and repayable on maturity as
below.

27.

CENC D)

(o)

(%)
RZE-N\F+ZHA=+—H 'K
SEHEERBAZERRE 2ERK
11,860,063/ 7 * EREFIE RZI% °© &
FBERE  RERERIEBAEE
U

2019 2018
—®-7LE  —TN\F
HK$ HK$
BT &L
Borrowings from Former Shareholder are 3 B A #22 % B 3R 2 A AT

repayable on: HEREE -
1 June 2020 —E-TFXHA—H = 2,912,049
27 August 2020 —ZE-EFNA=+LEAR - 4,752,237
27 December 2020 —E-TF+-A=++H = 4,195,777
= 11,860,063

During 2019, the Group signed an agreement with the Former
Controlling Shareholder, pursuant to which, the Group early
repaid RMB10,680,000 (equivalent to HK$11,905,701) to the
Former Controlling Shareholder to settle principal amount of
borrowings of HK$13,800,000. At the date of repayment, the
carrying amount of the borrowings was HK$12,951,484 resulting
in the recognition of a gain on early repayment of borrowings of
HK$1,045,783.

R=ZF—NF A% B AT ERR
REEHE BEZBE ~5H
22 A R #10,680,0007T (1 & K
11,905,701 70) (B 2 AT 12 IR AR SR A& 5K
418,800,000 T © RIERE K -
R Z BREE A12,951,4848 T A
IR R EBE N 2 W 251,045,783
T o
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For the year ended 31 December 2019 i Z =T —NF+-A=+—HILFE

28. SHARE CAPITAL 28. A
Number of
Shares Amount
BHEE &5
HK$
ome
Authorised: JETE -
Ordinary shares of HK$0.01 FREECOE T(ZE—N
(2018: HK$0.01) each F10.018 L) KL B
At 1 January 2018, R=ZZE—N\F—H—H"
31 December 2018, —E-)N\E+=A=+—H"
1 January 2019 and —E-NAF—HA—ABAK
31 December 2019 —E-NF+ZA=+—H 780,000,000 7,800,000
Issued and fully paid: BEITRETE:
At 1 January 2018, RZZE-—N\F—H—HB"
31 December 2018, —E2-N\Ft+ZA=1+—8"
1 January 2019 and —ET-NF-A—HBK
31 December 2019 —E-NF+=ZA=+—H 448,363,708 4,483,637

The Group’s objectives when managing capital are to
safeguard the Group’s ability to continue as a going concern
and to maximise the return to the shareholders through the
optimisation of the debt and equity balance.

The Group sets the amount of capital in proportion to risk. The
Group manages the capital structure and makes adjustments
to it in the light of changes in economic conditions and the risk
characteristics of the underlying assets. In order to maintain or
adjust the capital structure, the Group may adjust the payment
of dividends, issue new shares, buy-back shares, raise new
debts, redeem existing debts or sell assets to reduce debts.

The Group monitors capital on the basis of the debt-to-adjusted
capital ratio. This ratio is calculated as net debt divided by
adjusted capital. Net debt is calculated as total debts less
cash and cash equivalents. Adjusted capital comprises all
components of equity (i.e. share capital, share premium and
other reserves) and includes some forms of subordinated debts.

Legend Strategy International Holdings Group Company Limited
A B EEERER AR
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29. STATEMENT OF FINANCIAL POSITION OF 29. &R Bt AR R &k

THE COMPANY

2019 2018
—E-hE —T-)N\F
HK$ HK$
BT BT
Non-current assets ERBEE
Investments in subsidiaries REB AR Z&E 4,729,631 14,668,964
Rental deposits HE®HD 1,393,545 1,393,545
Prepayments SRR 144,893 185,844
6,268,069 16,248,353
Current assets RBEE
Prepayments and other deposit ENREBEREMES 316,435 319,773
Cash and cash equivalents RekRSEEY 122,739 226,718
439,174 546,491
Current liabilities RBEE
Due to subsidiaries FE AT BT /B A Rl 3k 1E 11,983,748 24
Accruals and other payables JEETE B & EA4b e R IE 1,390,059 1,367,630
Borrowings &K 15,000,000 10,000,000
28,373,807 11,367,654
Net current liabilities BRBEE (27,934,633) (10,821,163)
Non-current liabilities IREBERE
Borrowings &K - 11,860,063
Net liabilities EEFE (21,666,564) (6,432,873)
EQUITY R
Share capital [N 4,483,637 4,483,637
Reserves i (26,150,201) (10,916,510)
Total deficit &5 4t 48 58 (21,666,564) (6,432,873)

Approved and authorised for issue by the board of directors on

14 February 2020.

Approved by:

AN—E_TF_AtHAEEESHE

RERETE -

HATALTZEH:

Yuan Fuer Chung Tin Yan
=ER ERET
Director Director
EF EF
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Notes to the Consolidated Financial Statements

e R WmAR M

For the year ended 31 December 2019 i Z =T —NF+-A=+—HILFE

30. RESERVES

(a)

(b)

(c)

30. f#fE
The Group (@) Z=£E
The amounts of the Group’s reserves and movements AEBERFENSERETINE
therein are presented in the consolidated statement B EEMEER AR KER
of profit or loss and other comprehensive income and ERmEFHRPIR -
consolidated statement of changes in equity.
The Company (b) ZA&AQF]
Share Shareholder’s Accumulated
premium contributions losses Total
R 13 % RREE 25t E R “am
(Note (c)(i)
(P 3Z (c))
HKS HKS HKS HKS
BT BT BT BT
At 1 January 2018 R-E—/\E—A—B 261,578,477 - 070825191  (9.246,714)
Total comprehensive loss FRNEEEELSE
for the year - - (5,220,250) (5,220,250)
Waiver of interest on AT R AR R (B M B R &
borrowings from Former
Controlling Shareholder = 3,550,454 = 3,550,454
At 31 December 2018 and ~ RZZE—N\F+=A=1+—H
1 January 2019 k=—F-NF—HA—H 261,578,477 3,550,454 (276,045,441) (10,916,510)
Total comprehensive loss FREAEELE
for the year - - (15,233,691) (15,233,691)
At 31 December 2019 RZE-NE+-A=+—H 261,578,477 3,550,454  (291,279,132) (26,150,201)

Nature and purpose of reserves

() Share premium

Under the Companies Law of the Cayman Islands,
the funds in the share premium account of the
Company are distributable to the shareholders of
the Company provided that immediately following
the date on which the dividend is proposed to be
distributed, the Company will be in a position to pay
off its debts as they fall due in the ordinary course

of business.

Legend Strategy International Holdings Group Company Limited
A B EEERER AR

(c) REHEERBN
0 RiEE

RERSBEHSARE AR
AR ERNE R DK T
ARARR - HEEBEEHIK
S BHRARRARRE
NBER—REBHBERES
BHARER ©



Notes to the Consolidated Financial Statements

e WK

For the year ended 31 December 2019 B ZE =T —NF+-A=+T—HILFE

30.

31.

32.

RESERVES (continued)
(c) Nature and purpose of reserves (Continued)
(i) Exchange reserve

The exchange reserve comprises all foreign exchange
differences arising from the translation of the financial
statements of foreign operations. The reserve is dealt
with in accordance with the accounting policies set
out in note 4 to the financial statements.

(i) Statutory reserve

The statutory reserve, which is non-distributable,
is appropriated from the profit after taxation of the
Group’s PRC subsidiaries under the applicable laws
and regulations in the PRC.

(iv)  Other reserve

The other reserves represent the difference between
the nominal value of the issued capital of Legend
Strategy Limited, Lai Ying International Limited
and Triple Leaf Limited, the then shareholders of
Legend Strategy Limited and the nominal value
of the 135,000,001 shares issued and allotted to
the shareholders of the above companies by the
Company.

CONTINGENT LIABILITIES
As at 31 December 2019, the Group did not have any

significant contingent liabilities (2018: Nil).

CAPITAL COMMITMENTS

The Group’s capital commitments at the end of the reporting
period are as follows:

30. #HE =)

(c)

mENHEERBWNE)

(i) B
B H iR RE e INETR
MR EANTEINEZ
BB o ZEE RIS
MRM AT E N S 5 BR
BRIE o

(i) EEREE
EEBBEBTAIDIK - AA
EETRKEAFRIEHE
BRAEAREREERBRBZ
i ) H B o

(iv) EME#E

HipfEBIENEER AR -
BEBERERAREWER
RABERNRR=¥AR
RAZEBHTRAEERR
NEIA LR AR R RETR
fid 2% 2135,000,001 /% % 2
EEZHENEZR -

31. IREE

RZB-NAF+_A=+—HB x&H
TEREMEAKAREBE( T -/N\F:

&) -

32. EXREKIE

AEERBEHRNERAZENT

2019 2018

—E-AF —E-N\F

HK$ HK$

BT 7T

Property, plant and equipment Y BB L& 32,356 3,636,559

Annual Report 2019
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Notes to the Consolidated Financial Statements

e R WmAR M

For the year ended 31 December 2019 #iEZ =T —hNhGF+-A=+—HILFE

33. RELATED PARTY TRANSACTIONS 33.

In addition to those related party transactions and balances
disclosed elsewhere in the financial statements, the Group had
the following transactions with its related parties during the year.

(@) Key management compensation

BBLE XS

BB RREMATHENBYL X
DRAERIN  NREBERFERNB AT R
TR e

(@ FEEEBEAERE

2019 2018

—E-NF —E-N\F

HK$ HK$

78 JT BT

Salaries, wages and allowance e ITE& KEBRL 937,500 1,236,935
Pension obligations RIS EE 18,000 21,000
955,500 1,257,935

(o) The Group had the following significant

b)) ZT=EBRFARAEUTEKBEE

transactions with the related party during the year: ARG
2019 2018
—E-AF —FT—NEF
Notes HK$ HK$
B 5 BT 7T
Repayment of borrowings to the A1 ATHE A% I 3R (E & E
Former Controlling Shareholder 11,905,701 2,700,000
Hotel room revenue from related RE R 5 0B EZE WS
parties (i) 3,511,898 642,705
Rental expenses charged by a —&EE A WBNHEEE
related party (i) 2,604,880 644,353

(i) Mr. Yuan has control over the related parties.

(ii) A related party, controlled by Mr. Yuan, provides an office
for certain subsidiaries free of charge during the year.

Legend Strategy International Holdings Group Company Limited
A B EEERER AR

() REEHEBLHTHZES
-

(i) —HEBST(EREEER N
FRARKPAETELHBER
BIEM -



Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 B ZE =T —NF+-A=+T—HILFE

33. RELATED PARTY TRANSACTIONS (continued)

(c)

(d)

33. B X F ()

The Group had the following balances with the (c) XEERFANEBBESBUT
related party during the year: g

2019 2018

—E-hEF —E-N\F

Note HK$ HK$

B 2 BT BT

Other payables to related parties H th JfE 1< B B 5 3R B 0) 148,937 3,073,836

(i) Mr. Yuan has control over the related parties. The (i) RELEHRE L @G E

balances arose from the utilities and other operating T o HEERIR B FE B AR R A E

expenses paid on behalf of the Company by the related B E R T RRARA

parties, for which they should be reimbursed by the ATEY A R AR bt J Ho i 8 X
Company. i e

As at 31 December 2019, the Current Controlling (d HR=Z—-—NF+=—HA=+—H" 1%

Shareholder had made available a credit facility up to
the amount of HK$350,000,000 (2018: HK$350,000,000)
to the Company on normal commercial terms or better
to the Group. The borrowings drawn under the Current
Controlling Shareholder’s Credit Facility shall be repayable
on the date as set out in the individual borrowing
agreements and are interest-free and unsecured. The
Company may request for drawdown at any time
prior to 15 November 2021. As at 31 December 2019,
credit facility of amount of HK$335,000,000 (2018:
HK$340,000,000) is available for use.

R A% A% SRR — AR Rk
BRI RAE B W E KA AR R
# & 58 & %£350,000,000% 7T (=
Z — )\ 4F : 350,000,000 JT) A
EEREEE  BIERTERE
RiEEBEMENNETIESE
RV ERHHERT AR
% B NREHFN  AJHEARRR
—E - —F+—ATHHAER
EXRERN - R=ZE—NF+=A
=+—H - ##::335,000,000/% 7T
(== — )\ 4 : 340,000,000/% JT)
MEEMEBETH-
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e R WmAR M

For the year ended 31 December 2019 i Z =T —NF+-A=+—HILFE

34. CHANGES IN LIABILITIES ARISING FROM 34. BiEEBHELNEEE S
FINANCING ACTIVITIES

The following table shows the Group’s changes in liabilities TR AEEFANREETELED
arising from financing activities during the year: BEEH:

Total liabilities

Lease from financing
liabilities Borrowings activities
METHEEW
HEaE g BERE
HK$ HK$ HKS$
BT BT BT
At 1 January 2018 R=ZZE—N\FE—H—H 15,762,170 16,935,781 32,697,951
Change in cash flows Beng# (15,657,949) 7,300,000 (8,357,949)
Non-cash changes FHeE
- Interest charged - FMEZH 1,774,807 1,174,736 2,949,543
- Acquisition of a subsidiary - E—FEINE AR 14,796,335 = 14,796,335
- Additions of lease liabilities -HEaEEMm 31,219,306 = 31,219,306
— Waiver of interest on — BiIE AR % B A 18 TR B
borrowings from Former R
Controlling Shareholder = (3,550,454) (3,550,454)
- Exchange differences -ERESE (1,321,677) - (1,321,677)
At 31 December 2018 and R=Z—\F+=-A=1+—H
1 January 2019 kRZT—-NF—HF—H 46,572,992 21,860,063 68,433,055
Change in cash flows Renegy (16,096,688) (6,905,701 (23,002,389)
Non-cash changes FReE
— Interest charged - MEZH 2,461,302 1,091,421 3,552,723
- Additions of lease liabilities - HEABEMN 428,371 = 428,371
- Modifications of lease liabilities - HEAREBN 12,588,279 — 12,588,279
- Gain on early repayment of - REEEERZ2EH
borrowings - (1,045,783) (1,045,783)
- Exchange differences - ERERE (1,072,508) = (1,072,508)
At 31 December 2019 R-E-NEF+=-A=+—H 44,881,748 15,000,000 59,881,748

152 Legend Strategy International Holdings Group Company Limited
A B EEERER AR



Notes to the Consolidated Financial Statements

e WK

For the year ended 31 December 2019 B ZE =T —NF+-A=+T—HILFE

35. INVESTMENTS IN SUBSIDIARIES 35. AMfB AR ZRE
Particulars of the subsidiaries as at 31 December 2019 are as RZE—NFE+ZA=+—H WBA
follows: AIZFBHT:
Place of
incorporation/ Percentage
registration and of ownership
Company name operation Issued and paid up capital interest Principal activities
TEMEL
ARER AR EE R ERTREARELR BEARRBIL TEEER

Huizhou Hazens East Resort Travel The PRC
Services Limited

RMB1,000,000

100% (indirect)

Hotel operations

EMAERBERERBERAR  E A K #1,000,0007C 100% (%) BELE
Shenzhen Yingde Tourists Co., Ltd. The PRC* HK$8,000,000 100% (indirect) Hotel operations
RINBEREAR A Bl 8,000,000 7T 100% (H#%) BE=ZE
Shenzhen Modern Tourists Co., Ltd. ~ The PRC* HK$1,000,000 100% (indirect) Hotel operations
RNEEREERERAA hE 1,000,000 7T 100% (%) BELE
Shenzhen Yuelai Inn Co., Ltd. The PRC* HK$5,000,000 85% (indirect) Hotel operations
AIMERERERAF] g 5,000,000 7 85% () HEEE
Legend Strategy Corporate The PRC* HK$5,000,000 100% (indirect) Investment holding
Management (Shenzhen) Co., Ltd.
MmEREER(RINERAR H Bl 5,000,000 7T 100% (H#%) REZK
Grand China Industrial Limited Hong Kong HK$1 ordinary share 100% (indirect) Cost centre
FEEXERARA B BT E AR 100% (F#) BARAHL

Net Media Finance Hong Kong Limited Hong Kong HK$20,000,000 ordinary shares 100% (indirect) Money lending

BEEEEEERARA Bk 20,000,0007% 7T & 8 i 100% (%) WKiE
* Wholly owned Foreign Enterprise * INE T A b
# Partially owned Foreign Enterprise & INEEEDRE

ERBIIHARMES  AELAE
EEEEYEOHBARNE -

The above list contains the particulars of subsidiaries which
principally affected the results, assets or liabilities of the Group.

Annual Report 2019
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Notes to the Consolidated Financial Statements

e R WmAR M

For the year ended 31 December 2019 i Z =T —NF+-A=+—HILFE

36. EVENTS AFTER THE REPORTING PERIOD

37.

On 24 January 2020, () #IE2BIEERER AR (“Shenzhen
Subsidiary”), an indirect wholly-owned subsidiary of the
Company, and an independent third party (“Chengdu Partner”)
entered into an agreement (the “Chengdu Agreement”) pursuant
to which Shenzhen Subsidiary and Chengdu Partner will, among
others, provide capital in the amount of RMB21.00 million to
a company to be established jointly by Shenzhen Subsidiary
and Chengdu Partner in the PRC (the “Chengdu JV”) according
to their proportional interests (i.e. 51% and 49% respectively)
in Chengdu JV after establishment (subject to the terms and
conditions of the Chengdu Agreement); and (i) Shenzhen
Subsidiary and an independent third party (“Wuhan Partner”)
entered into the an agreement (“Wuhan Agreement”) pursuant
to which Shenzhen Subsidiary and Wuhan Partner will, among
others, provide capital in the amount of RMB20.90 million to
Wuhan JV according to their proportional interests (i.e. 51%
and 49% respectively) in Wuhan JV (subject to the terms and
conditions of the Wuhan Agreement), for the development of
hotel business in Chengdu and Wuhan, the PRC respectively.

In order to secure places for establishment of the hotels, on
24 January 2020, Shenzhen Subsidiary, Chengdu Partner and
Wuhan JV also entered into the Tenancy Agreements with the
landlord of a property situated in Chengdu, the PRC, (“Chengdu
Landlord”) and the landlord of a property situated in Wuhan, the
PRC, (“Wuhan Landlord”) for term of around 12 years and 15
years respectively. On 4 February 2020, Shenzhen Subsidiary,
Chengdu Partner and Chengdu Landlord entered into a
supplemental agreement (“Supplemental Chengdu Tenancy
Agreement”) to reduce the monthly rents under the tenancy
agreement for the property situated in Chengdu. The total
rental payables under the tenancy agreements for properties
located in Chengdu and Wuhan are approximately RMB65.54
million (exclusive of property management fees, air-conditioning,
other charges and outgoings) and RMB94.16 million (inclusive
of property management fees but exclusive of air-conditioning,
other charges and outgoings) for the entire term respectively.

APPROVAL OF FINANCIAL STATEMENTS

These financial statements were approved and authorised for
issue by the Board of Directors on 14 February 2020.

Legend Strategy International Holdings Group Company Limited
A B EEERER AR

36.

37.

HEEHE

RZZFEZZEF—A=+TA ' ()FIth
BBEEEERAR (TRIIKBAR])
(ARE—HEE2EHBAR) BB
F=H (KA S ERBHDRT (K
izl - Fu - RIIME A 7 K&K EB
AEBHEB(EHFPBE) R LEER
ZRMER G & D E R Bl (B 5 Bl
B51% K% 49%) R E & & b % ([RE A
B REE S A RE21,000,0007T
(52 PR P R EB 19 23 A 168 3k B AR 44F) + B (i)
B AR EB Y E=7 (REAE
BN B (R ZERHED - Eit
UM B AR R ESIEREE (HF
BREEFESENR2EECENERELL
1 (BN 55 Bl 251% 52 49%) [A) B £ & & 1
2R HE S AR20,900,0007T (R
R Z 15 3% AR R AR )+ D BRI
B EB I B R R OB R TS o

ABRESXRLBENLE R-_ZE_-F
F—A-1+WMA  FYIHBAE - KEB
AEBHEERREALLEND R EE
FE(REEE DR PBIAER R %+
REEEDRUNPERZN Y E
RN ERE 28l A H12F K15
F -RZIZFE_FF_ANA - FIKBE
NAEl - KEBEERHE MK EBEER L —
D7 ek ([ BB R &/ 7o 19 ek 1) BARL
DRRKENMENEEREAZE
A& - L BERZE THAED
XN EMEZHESESBE D
BH AN R#65,540,0007T (KB 151 %
EEE TH HEMBARITIEA
R #94,160,000C (B2 EW X EEEE
TBEEHA HBARIH)-

1t B 3% AR

HEREREAETER_E_TF =
A+ Btk R AR o



Five-Year Financial Summary

TFHBERE

A summary of results and of the assets and liabilities of the Group AEFEBAREFRFENELEUAREER

for the last five financial years is as follows: BENMENT:
RESULTS |
Year ended 31 December
BEZT-A=t-HLEE
2019 2018 2017 2016 2015
ZB-NFE C—E-N\E Z—E—+FE C—T-RE "—E-RfF
HK$ HK$ HK$ HK$ HK$
BT BT BT BT BT
(Restated)
(&)
Revenue I = 45,584,928 45,547,168 16,281,691 17,654,630 19,884,379
Loss before tax BREiRIER (8,119,562) (2,077,308)  (42,569,647) (100,490,047) (123,405,540
Income tax (expenses)/credit AR (FAX) /H% (7,002,483) (3,110,248 408,536 2,200,814 (430,064)
Loss for the year FABRE (15,122,045) (5,187,556) (42,161,111)  (98,289,233) (123,835,604
Attributable to: NG
Owners of the Company ARAHEAEA (14,970,351) (4,378,134)  (42,089,318)  (98,289,233)  (123,835,604)
Non-controlling interests FERER (151,694) (809,422) (71,793) — =
(15,122,045) (5,187,556) (42,161111)  (98,289,233)  (123,835,604)
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Five-Year Financial Summary

EFHBEME

ASSETS, LIABILITIES AND NON-CONTROLLING
INTERESTS

EE BERFERER

As at 31 December

R+=A=+-H

2019 2018 2017 2016 2015
—E-NE —ZET—N\&F —T—+F —T—RE —ZT—hF
HK$ HK$ HK$ HK$ HK$
BT BT BT BT BT

(Restated)

(&mE5)
Total assets EEHHE 71,236,148 09,168,969 66,306,683 81,090,605 125,659,405
Total liabilities BERS (67,609,262)  (79,810,012)  (45,236,598)  (68,263,683)  (18,291,715)
Non-controlling interests FEREE 222,552 75,146 (742,983) - =
3,849,438 19,434,103 20,327,102 12,826,922 107,367,690

The Group adopted HKFRS 9 (2014) “Financial Instruments” and early
adopted HKFRS 16 “Leases” for the year ended 31 December 2018.
HKFRS 9 (2014) and HKFRS 16 have been applied retrospectively.
As a result, the results and the assets and the liabilities are restated
for the year ended 31 December 2017.

The summary above does not form part of the audited financial
statements.

Legend Strategy International Holdings Group Company Limited
A B EEERER AR

RZZE—N\F+-_A=+—HLEFE A5£H
EEME BN IRELERFEIR(ZF—UF)
[ERMTHE|IRRERMNETBUHRE LS
1655 [FHE ] - BEMBREEFIHR(ZF
—OF) KRB B HREERE165E B WE
B-AW BE-ZE—+E+=-A=+—81
IEFEZEEREERBREERED -

EAMEBEI A BREERHHERER 2B
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