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Chairman’s Statement
EEHE

On behalf of the board of directors (the “Board” or “Directors”) of China
Healthwise Holdings Limited (the “Company”] and its subsidiaries
(together the "Group”), | present to you the annual results of the
Company and the Group for the year ended 31 December 2021.

CORPORATE INFORMATION

The principal place of business of the Company in Hong Kong is Unit
1209, Shun Tak Centre, West Tower, 168-200 Connaught Road
Central, Hong Kong and the telephone and facsimile numbers of the

Company are (852) 2268 8248 and (852) 2548 5575.

RESULTS

The Company hereby announces its annual results for the year ended
31 December 2021 (the "Reporting Year” or “FY21
Year, the Group's turnover from continuing operation increased by

"). For the Reporting

approximately (“approx.”) 23% to approx. HK$ 170 million, compared
with approx. HK$138 million for the year ended 31 December 2020
(the “FY20" or “Corresponding Year”).

Cross profit margin from continuing operations for the Reporting Year
was approx. 54% compared fo approx. 44% in the Corresponding
Year. Overall, loss attributable to owners of the Company was approx.
HK$103 million compared with HK$25 million in the Corresponding
Year. The Directors do not recommend the payment of any dividend for

the year ended 31 December 2021 (FY20: Nil).
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Chairman’s Statement
EEHE

BUSINESS REVIEW

During the Reporting Year, revenue from confinuing operation increased
due to the net effect of (1) the increase in revenue from the investment in
financial instrument segment from loss of HK$4 million in FY20 to gain
of HK$34 million in the Reporting Year; (2) the increase in revenue from
the Chinese health product segment from HK$112 million in FY20 to
HK$ 114 million in the Reporting Year; and (3) the decrease in revenue
from the money lending segment from HK$30 million in FY20 to HK$22
million in the Reporting Year.

The Group recorded an increase in loss for the year ended 31
December 2021 as compared fo the year ended 31 December 2020.
The increase in loss was mainly due fo the net effect of (i) the increase in
expected credit loss ["ECL") provision on the loan receivables from
HK$49 million in FY20 to HK$103 million in the Reporting Year; (i) the
net realised and unrealised gains on investment of financial instruments
of HK$18 million for FY21, as compared to the net realised and
unrealised losses on investment of financial instruments of HK$ 10 million
in FY20; and |iii) the absence of the FY20's segment profit of the OBM
toys business of HK$44 million which have been disposed of in
October 2020.

Chinese Health Products

Chinese health products business engaged in the sales of Chinese and
other pharmaceutical products, health products, ginseng and dried
seafood products to wholesaler and retailer. Nam Pei Hong Sum Yung
Drugs Company limited, one of our subsidiaries, engages in the
business of trading and refail of “Sum Yung” (2E) and dried seafood
products since 1977 and the brand name of “Nam Pei Hong" (F83E£1T)
is highly recognised in Hong Kong and Southern Mainland China.

During the Reporting Year, this segment had confributed revenue of
approx. HK$ 114 million (FY20: HK$112 million] and segment loss of
approx. HK$Q million (FY20: HK$1 million). As at 31 December 2021,
10 (31 December 2020: 10) refail shops of Nam Pei

there were

Hong.
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Chairman’s Statement
EEHE

Money Lending

During the Reporting Year, the Group’s money lending business
generated interest income on loans amounting to approximately HK$22
million (FY20: HK$30 million), and reported a segment loss (before
taxation) of approximately HK$98 million (FY20: HK$33 million). The
decrease in interest income was mainly because a loan with principal of
HK$64 million classified under stage 3 [creditimpaired) in the
Corresponding Year has ceased to generate interest income during the
Reporting Year. In contrast, the related interest income of such loan was
recognised in the Corresponding Year. Other than the decrease in
interest income, the deferioration in segment results was attributable to a
HK$ 103 million increase in allowance for ECL as discussed below.

During FY21, the Group granted seven new loans in the aggregate
principal amount of HK$100 million to six customers and extended the
final repayment date of two loans to two cusfomers in the aggregate
principal amount of HK$41 million. The Group's customers made
drawings in the aggregate principal amount of HK$ 115 million from the
existing and new loans and repaid HK$S9 million to the Group.

At 31 December 2021, nine loans remained outstanding, in which |i)
six loan receivables with the aggregate gross balance of HK$132
million were classified under stage 1 [initial recognition), and [ii) three
loan receivables with the aggregate gross balance of HK$169 million
were classified under stage 3 (credit impaired). During the year ended
31 December 2021, two loan receivables with the aggregate gross
balance of HK$101 million were transferred from stage 1 (initial
recognition) to stage 3 (credit impaired) as a customer failed to pay
interest for more than six months and another customer failed to setfle
interest and principal on a loan granted by another money lender on the
due dates subsequent to the end of the Reporting Year.

At the end of the Reporting Year, the Directors performed an impairment
assessment on the Group’s loan receivables with reference to a
valuation prepared by an independent professional valuer. The valuation
measured impairment on loan receivables using the “expected credit
loss model” established by Hong Kong Financial Reporting Standard 9
Financial Instruments.

Based on the valuation, a tofal of HK$ 162 million allowance for ECL on
loan receivables was made, a HK$103 million increase compared to
that for FY20. Of the total allowance for ECL, HK$7 million (2020:
HK$22 million) was recognised for loan receivables classified under
stage 1 (initial recognition], and HK$155 million (2020: HK$37
million) was recognised for loan receivables classified under stage 3
(credit impaired).
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Chairman’s Statement
EEHE

There is a reversal of allowance for ECL of HK$15 million under stage
1 (initial recognition). The reversal has mainly arisen from i) the reversal
of allowance for ECL previously recognised for three loans that were
repaid during the year and (i) the transfer of two loans from stoge 1 to
stage 3. Allowance for ECL for the loan receivables classified under
stage 3 [creditimpaired) increased from HK$37 million in the year
ended 31 December 2020 to HK$155 million in the year ended 31
December 2021. The increase was mainly attributable to (i) the transfer
of two loans from stage 1 to stage 3 for the failure to seftle the
outstanding interests for more than & months by a customer, [ii) the
failure to seftle interest and principal on a loan granted by another
borrower on the due dates subsequent fo the end of the Reporting Year
accordingly and [iii) the prolonged outstanding of interest and principal
of a stage 3 loan which management considered the recovery is
remote.

Since FY21, the Group has recorded a substantial increase in the
allowance for ECL on ifs loan receivables. The Group believes that such
a substantial increase was primarily aftributable to the continuous
outbreak of the COVID-19 pandemic since early 2020, which has an
adverse impact on the financial condition and cash flow of several
customers. Prior to the COVID-19 pandemic, the money lending business
contributed positively to the Group. Nevertheless, the Group will
confinue to monitor the performance of its loan portfolio closely,
especially in the repayment and financial condition of each customer.

At 31 December 2021, the Group's loan receivables, together with
accrued inferest receivables (before accumulated allowance for ECL),
amounted to HK$301 million (31 December 2020: HK$282 million).

Information on the business model and the internal control systems of the
Group’s money lending business, the major terms of loans, and the
largest customer and the five largest customers are disclosed in note
38(a) to the consolidated financial statements.
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Chairman’s Statement
EEHE

Investment in Financial Instruments

During the Reporting Year, the Group's investment in financial instruments
business generated dividend income and realised gain on sale of
financial instruments amounting to net gain of approximately HK$34
million (FY20: net loss of approximately HK$4 million), and reported a
segment profit of approximately HK$17 million (FY20: segment loss of
approximately HK$11 million) mainly including (i) a loss of
approximately HK$15 million (FY20: HK$5 million) arising on change
in fair value of financial assefs at fair value through profit or loss; and {ii)
a realised gain of approximately HK$34 million (FY20: realised loss of
approximately HK$4 million) by disposal of certain listed equities.

Movements in the listed equities held by the Group during the year
ended 31 December 2021 and 2020 are as follows:

REEMIA
RBEEFE  AEERESRTAXRBELERE
WARHESRTAEAD RS KEFH

WR=TOEEET(ZZMBFE - BEFHED
ROBEAT)  RESHBEMNO—TEaES
T(ZEUBFE: o2BEBROR-—T—A&EE
T TERERATEFABGEZERMEELZ
NHEEPHELERY - THESBT(ZEWR
FE:OASEL)  Ri|EEETLETRAZE
BRWRHN=THEEBT(—ZHRFE : &
BEBRNUBAEET) °

BE-T--—FR-F-TFFT-A=1t—HL
FE - AKERAZ EMRAZBMT

Audited Audited

RER BEZ

31 December 31 December

2021 2020

—E-—F —ECEF

+=A=+—-HB +=—RA=+—H

HK$'000 HK$'000

FHET THT

At beginning of year TRF] 107,699 138,581
Acquisitions g 15,453 10,861

Loss arising on change in fair value NHEZEEE 2 EE (15,300) (5,409)

Disposals HE (48,548) (36,334)

At end of year RER 59,304 107,699
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Chairman’s Statement
EEHE

Details of certain significant Hong Kong listed equities held by the R-ZT-—F+-F=+—H AEEFEHZH

Group at 31 December 2021 are as follows: FEXREBLTRAFFBNOT
Fair value as
compared fo Fair value loss
the consolidated recognised
Costof Number of fotal assefs of during the
shares o shares held ot Fair value of the Group ot year ended
31 December 31 December 31 December 31 December 31 December
2021 2021 2021 2021 2021
R=B=-% RBE
+=A=t-H —3--F
R==-% R=2=-% R=2--% AVERARE +-A=t-A
tZA=+-B2 +ZA=t-B +=A=t-Bz GREEHEZ LEEERR
ROBE  HEZRGHE ATE i3 ZDTERA
Name of Hong Kong listed equities Principol activifies HK$'000 ‘000 HK$'000 HK$'000
R LTRAETE TEER THT T THT THRT
Huanxi Media Group Limited Media and entertainment related businesses, which include
[siock code: 1003) development in film and TV progrommes righs,
BEEEEEERAR as wel os operation of an online video platform
[Huanxi Media Group Limited) RERREREEY  RREEYRERANE
(B3R5 < 1003) NREBEGRETR - 35,963 22,260 31,387 10% (3,256)

* (EHER
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Chairman’s Statement
EEHE

Details of certain significant Hong Kong listed equities held by the
Group at 31 December 2020 are as follows:

— =

4747

i Ft-A=1T—R0B AKERKBZE
TERBBLMBRAFBNOT

Fair value as
compared fo Fair value loss
e consolidated recognised
Cost of Number of fofal assefs of during the
shares cf shares held cf Fair value at the Group af year ended
31 December 31 December 31 December 31 December 31 December
2020 2020 2020 2020 2020
RZZ_%F REz
T-A=+-A S 23
RoZF-%% S %3 R-Z-%2%  ATEEFEE  T-A=t-H
TZA=t-HAz TZA=t—R TZA=t-Hz GREENLEZ IHFRERER
BiAmA  BEZRABE NTE &N ZRTEER
Name of Hong Kong listed equifies Principol activifies HK$'000 ‘000 HK$'000 HK$'000
EELTRAER IREH FEL T TERL TEL
IDG Energy Invesiment Limited (stock code: 650)  Upsfream oil and gas business, ING liguefaction and
DCRRRERBRRAR * (DG Energy exporfing, ING imporiing, processing ond sales,
Investment Limited] (B3R5 : 650) and ING logisfics senvices, as wel as relafed
energy investment fund management
FERRER  RICRAR(INGD)RICRER -
INGEA - MIRHERINGHRRR -
IR R EESER 27,500 25,000 25,000 6% [250)
Yunfeng Financial Group Limited Provision of financial services, including securiies brokerage,
[stock code: 376) wealth management and invesiment, corporate finance
ERCREEERARA(RHRK : 376) consultancy, ESOP (Employee Stock Ownership Plan)
administration, and investment research
RiteRRE  pEESEL WEERRKE
PERELARE  ETHREAERRRERR - 36,486 7,526 24,234 &% [2,634)
Huanxi Media Group Limited Media and enfertainment related businesses, and
[stock code: 1003) provision of properly agency related services
BEBREEARAR" IRE IR IR S5 D IR R OB IRRARR A5
[Huanxi Media Group Limited)
(KR : 1003) 25,003 16,860 23773 5% [1,517)
*EHEE
The Group had made investments with a short fo long term perspective R ABIBEHEHRERZINE - §ERIE AR

with the objective of making capital gain as well as income from
dividend. The Group invested in a diversified portfolio of listed equity
securities in various industries. The directors believe that the future
performance of the Hong Kong listed equities held by the Group is
largely affected by economic factors, investor senfiment, demand and
supply balance of an investee company’s shares and fundamentals of
an investee company, such as investee company’s news, business
fundamentals and development, financial performance and future
prospects. Accordingly, the directors closely monitor the above factors,
particularly the fundamentals of each individual investee company in the
Group's equity portfolio, and proactively adjust the Group's equity
portfolio mix in order to improve its performance.
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Chairman’s Statement
EEHE

PLANS AND PROSPECTS
Chinese Health Products

In view of the increasing awareness in health and the aging of
population in Hong Kong, demand for health care products, especially
H )and dried seafood in Hong
Kong has grown steadily in recent years.

Chinese medicine, “Sum Yung” ( £

As a result of the global outbreak of COVID-19, the number of tourists
visiting Hong Kong has significantly reduced which negatively impact
the refail market of Hong Kong. At the same time, the various COVID-19
related restrictions on social distancing and cross-border activities
impacted the entire retail market. To take advantage of the shift to online
shopping due to COVID-19, the Group will continue o develop online
sales channels for our Chinese health products.

During the Reporting Year, our sales channel Through online p|otform
"HKTVmall” reported a growth in tumover of over 12%. Due to the
COVID-19 pandemic, more people are concerned about their
healthcare and prevention from being infected. We concentrated on the
promotion of all types of healthcare products that can enhance the
immunity, such as convenient series of lingzhi capsules, Korean ginseng
extract and probiotics, so as to safeguard our health and enhance
immunity. In addition, with more people working from home and thus
reducing dining out, we launched the nutritious stew series all year
round, which are conveniently consumed by reheating to satisfy the
market demand. The series are sold in our shops, and also available
online on HKTVmall platform.

Our operations were affected fo a cerfain extent as no visitors were
travelling from China nor the people in Hong Kong were able to go
back to China fo visit their relatives. The deterioration of the pandemic
and the prevention measures had affected the consumption sentiment
and the business environment, the overall turnover was seriously
affected. Coupled with the competition from online platforms, offline
physical shops were facing heavy pressure. Although our own online
shops and HKTVmall platform reported a growth in their results, the
shrinking business of our physical shops could not be covered. If the
pandemic continues, we cannot foresee when the borders will be
opened, our business outlook will confinue to be under pressure.

In addition, we have added sales channels in China by sefting up our
solely operated “Sam Jee Won (£ Z 7t) Overseas Flagship Shop” in
Tmall Global (X
operated "Nam Pei Hong (Fa3E1T) Overseas Flagship Shop” in Tmall
Global (X% BIBE) with an expectation fo create synergistic effect by
our online and offline sales platforms, so as to increase our turnover and

). In 2022, we will set up another solely

enhance the awareness of our brand in China.

12 China Healthwise Holdings Limited ~ Annual Report 2021
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Chairman’s Statement
EEHE

Money Lending

The continuous outbreak of COVID-19 has a negative impact on the
money lending business segment. The Group's loan receivables fogether
with accrued interest receivables decreased to HK$139 million (31
December 2020: HK$223 million). The Group expects the business
environment for money lending to be difficult given the current outbreak
of COVID-19 because many economic activities could not be carried
out normally. The Group will closely monitor the repayment pattern of
our customers and formulate an action plan of recovery should the risk of
default increases. Our recovery strategy can involve a wide range of
acfions, which includes the revising of repayment terms, adding of
collaterals/guarantees, reaching of settlement, the commencement of
legal actions against the customers, and,/or enforcement on collaterals/
guarantees, etc. The Group will also be more cautious by strengthening
its credit policy and risk control policy.

Investment in financial instruments

The Group will closely monitor various factors such as global economy,
investment senfiment and fundamentals of investors and their future
prospects and protectively adjust our portfolio in order to improve our
performance. The Group will change our equity portfolio mix from fime
fo time and realise the equities held by the Group info cash as and
when appropriate.

Business Portfolio Management

The current business strategies of the Group with an aim to achieve the
best use of ifs resources and improve its overall performance and
portfolio diversification have been continuously evaluated. The Company
has been actively looking to diversify the revenue sources of the Group
in order fo creafe shareholders’ value through making investments and/
or acquiring business or projects that have promising outlooks and
prospects.
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Chairman’s Statement
EEHE

GROUP RESOURCES AND LIQUIDITY

As at 31 December 2021, the Group's cash and bank balances were
approx. HK$40 million [31 December 2020: HK$35 million). The
Group's total borrowings and convertible loan notes were approx.
HK$12 million (31 December 2020: HK$20 million) and HK$72
million (31 December 2020: HK$86 million), respectively. The
10 October 2022. Gearing
rafio, calculated as the total borrowings divided by shareholders’ equity
was approx. 44% as at 31 December 2021 (31 December 2020:
36%). As at 31 December 2021, the Group recorded tofal current
assets of approx. HK$202 million (31 December 2020: HK$289
million) and total current liabilities of approx. HK$120 million (31
December 2020: HK$50 million). The current ratio of the Group,
calculated by dividing the fofal current assets by the current liabilities,
168% (31 December 2020: 578%). The Group recorded

a decrease in shareholders’ fund from approx. HK$296 million as at

convertible loan notes will be mature on

Was Qpprox.

31 December 2020 1o a net asset position of approx. HK$ 193 million
as at 31 December 2021
operating loss of the Group during the Reporting Year.

. The decrease was mainly due to the

EMPLOYEES

As at 31 December 2021
and contract workers based in Hong Kong headquarters. The number of

, the Group had approx. 100 employees
employees of the Group varies from time to time depending on
operation needs and they are remunerated based on industry practices.

APPRECIATION

In conclusion, | would like to sincerely thank my fellow Board members
and senior management, and all the employees for their contribution
and dedications to the Group, which enabled us to overcome the
challenges encountered during the Year. My appreciations go to our
investors, customers, financiers and suppliers for their support to the
Group during the past year.

Lei Hong Wai

Chairman and Executive Director

28 March 2022
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Management Discussion and Analysis

THBIWE S

FINANCIAL REVIEW

During the Reporting Year, the Group recorded an increase in revenue
from continuing operations for approx. 23% from approx. HK$138
million for the year ended 31 December 2020 to approx. HK$170
million for the year ended 31 December 202 1. The increase was due
to the net effect of (1) the increase in revenue from the investment in
financial instrument segment from loss of HK$4 million to gain of HK$34
million in the Reporting Year; (2) the increase in revenue from sales of
the Chinese health product segment from HK$ 112 million in FY20 to
HK$ 114 million in the Reporting Year; and (3) the decrease in revenue
from the money lending segment from HK$30 million in FY20 to HK$22
million in the Reporting Year.

Cost of goods sold ["COGS") from continuing operations increased by
approx. 3% compared to FY20. The increase was mainly atiributable to
the corresponding increase in revenue from sales of the Chinese health
product segment as mentioned above during the Reporting Year. The
COGS from continuing operations were approx. HK$79 million in
FY21 compared with approx. HK$77 million in FY20.

The gross profit from continuing operations increased to approx. HK$Q'1
million for the Reporting Year versus approx. HK$61 million in FY20.
Gross profit margin increased to approx. 54% [FY20: 44%) mainly due
to the revenue of HK$34 million (FY2020: loss of HK$4 million) from

the investment in financial instrument segment for the Reporting Year.

Other income, gains and losses, net from continuing operations for the
year ended 31 December 2021 amounted to a loss of approx. HK$15
million (FY20: gain of HK$1 million). Other income, gains and losses,
net mainly included (1) fair value loss on financial assets at fair value

through profit or loss of HK$15 million (FY20: HK$5 million); and (2)
government grants of HK$6 million in FY20.

Selling and distribution expenses from continuing operations for the year
ended 31 December 2021 increased to approx. HK$31 million,
representing a slight increase of approx. 3% against approx. HK$30
million in the Corresponding Year. The slight increase in selling and
distribution expenses was mainly due to the increase in promotion and
advertising expenses in the Reporting Year.
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Management Discussion and Analysis

THBIWE S

Gross Profit Ratio

ERNR

For the year ended 31 December 2021 and 31 December
2020, for the period from 1 April 2019 to 31 December
2019 and for the year ended 31 March 2019 and 31
March 2018
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Selling Expense/Revenue

HERMX WA

For the year ended 31 December 2021 and 31 December

2020, for the period from

1 April 2019 to 31 December 2019

and for the year ended 31 March 2019 and 31 March 2018
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General and Administrative expenses from confinuing operations for the
year ended 31 December 2021 amounted to approx. HK$33 million,
resulting in a decrease of approx. 6% as compared with the previous
period (FY20: HK$35 million). The general and administrative expenses
decreased by 6% because of a slight decrease in the number of
employee during the Reporting Year.

Finance costs from confinuing operations incurred mainly for convertible
loan notes and other borrowings during the Reporting Year was approx.

HK$6 million as compared with approx. HK$ 19 million in FY20.

Impairment loss under the expected credit loss model increased to
approx. HK$ 103 million for the Reporting Year versus approx. HK$49
million in FY20. The impairment loss mainly in relation to the loan
receivables was recognised based on a valuation prepared by an
independent professional valuer. The impairment loss increased mainly
because several measures against the continuous outbreak of COVID-19
such as the restriction of fravel have an adverse impact on the operation
and cash flow of several customers during the Reporting Year. Hence,
management considered the risk of default from the loan receivables of
these customers significantly increased. Such allowance for expected
credit losses was made in accordance with the impairment model of
HKFRS @ Financial Instruments and had no effect on the Group's
cashflow.
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Management Discussion and Analysis

THBIWE S

All'in all, the Group recorded a loss atfributable to shareholders of
approx. HK$103 million in the Reporting Year compared with approx.

HK$25 million in FY20.

General and administrative expenses/Revenue
—RRTHEX WA

For the year ended 31 December 2021 and 31 December
2020, for the period from 1 April 2019 to 31 December
2019 and for the year ended 31 March 2019 and 31
March 2018
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Finance Costs/Revenue

BMERAE, WA

For the year ended 31 December 2021 and 31 December
2020, for the period from 1 April 2019 to 31 December 2019
and for the year ended 31 March 2019 and 31 March 2018
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GROUP RESOURCES AND LIQUIDITY

As at 31 December 2021
23% to approx. HK$112 million compare with approx. HK$ 146
million in the previous year. The decrease in non-current assefs was
mainly due fo cerfain non-current loan receivables as at 31 December
2020 had become current as at 31 December 2021.

, the non-current assets decreased approx.

13.7%

16.4%
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Management Discussion and Analysis
TEEEMRE S

Management placed much emphasis on inventory control and will
maintain a sufficient inventory level to match future demand and to confrol
cost of sales. The increase in inventories of approx. 27% compared to
the Corresponding Year, value of inventories increase from approx.
HK$48 million as at 31 December 2020 to approx. HK$61 million as
at 31 December 2021

increasing demand in the Chinese New Year. Inventories turnover days

fo restore the normal inventory level for the
were 280 days compared with 228 days in the Corresponding Year.

Inventories
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The trade receivables decreased of approx. 14% as af 31 December
2021 to approx. HK$6 million, compared with approx. HK$7 million
as at 31 December 2020. Debtor tumnover days were 12 days in FY21
compared with 18 days in FY20. The Management regularly evaluates
the Group's customers, assesses their known financial position and the
credit risks.

Cash and bank balance as at 31 December 2021 were approx.
HK$40 million, compared with approx. HK$35 million as at 31
December 2020. The Group dealt with different revenue and
expenditure currencies during the Reporting Year such as HK$, US$ and
RMB.

Trade payables, other payable and accrued charges recorded a
significant decrease against the Corresponding Year. Trade payables,
other payables and accrued charges were approx. HK$27 million as at
31 December 2021 compared with approx. HK$20 million as at 31
December 2020 as a result of the cormesponding increase in inventories
for the increasing demand in the Chinese New Year. The trade
payables mainly consisted of payables relating to material purchases
and the trading products. During the Reporting Year, credifor tumnover
days were 81 days compared with 51 days in FY20.
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Management Discussion and Analysis

THBIWE S

Borrowings and convertible loan notes decreased to approx. HK$84
million as at 31 December 2021 from approx. HK$106 million as af
31 December 2020, mainly attributable to the early redemption of part
of the convertible loan notes during the Reporting Year.

Debtor Turnover Days
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As at 31 December 2021, the Group had tofal assets of HK$314
million which was financed by shareholders’ fund, payables and
borrowings. The Group mainly generated revenue and incurred costs in
HK$, US$ and RMB and did not have any related hedges for the year
ended 31 December 2021. No financial instrument was used for
hedging purpose. The Group adopted a prudent funding and treasury
policy and managed the fluctuation exposures of exchange rate and
inferest rate on specific transactions.

As at 31 December 2021, the Group's borrowings were repayable on
demand or within one year. All borrowings were denominated in HK$
(bore interest at a fixed rate) and were pledged by a subsidiary’s
investment in Hong Kong listed equities with carrying amount of HK$53
million. As at 31 December 2021, the convertible loan notes issued by
the Company amounted to HK$72 million which bore interest at 6% per
annum and will be matured over one year upon the exfension of the
maturity date for two years from 10 October 2020 to 10 October
2022 at their principal amount or can be converted into ordinary shares
of the Company at the holder’s option at the fixed rate of HK$1.0 per
share of the outstanding principal.
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Management Discussion and Analysis
TEEEMRE S

As at 31 December 2021, the Group recorded total current assets of
approx. HK$202 million and total current liabilities of approx. HK$120
million. The current ratio of the Group, calculated by dividing the tofal
current assefs by total current liabilities, was approx. 168%. The Group
recorded a decrease in shareholders’ funds from approx. HK$296
million as at 31 December 2020 to approx. HK$193 million as at 31
December 2021. The decrease was mainly due to the operating loss of
the Group during the Reporting Year.

Total Assets
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RITREMEE

31 December 2021
—g-—%+-A=+-A
31December 2020

31 December 2021

—®-—%+-A=t—8

31 December 2020

—®=gEt=A=t-8 434,278 —s—mri—p=t—g | 20,000
31 December 2019 31 December 2019
—F-hFt-A=+-R 598,427 e hmiopeiop | 18685
31 March 2019 31 March 2019
oy e 2ot 697,792 _p3J Marcn 2019 13,412
31 March 2018 31 March 2018
—F-NF=A=t+-R G172 —2 nE=A=t-8 100,391
0 200,000 400,000 600,000 800,000 0 24,000 48,000 72,000 96,000 120,000
HK$'000 HK$'000
T FAT

Save as aforesaid or as otherwise disclosed herein, the Group did not
have any debt securities issued and outstanding, or authorised or
otherwise created but unissued, any term loans (secured, unsecured,
guaranteed or not), any other borrowings or indebtedness in the nature
of borrowing including bank overdrafts and liabilities under acceptances
(other than normal trade bills) or accepfance credits, any mortgages or
charges, or other material contingent liabilities or guarantee at the close
of business on 31 December 2021. Foreign currency amounts have
been translated at the approx. exchange rates prevailing at the close of
business on 31 December 2021.

The Group's operation relied upon the support from suppliers and
financial institutions. Facilities and credit terms are provided on the basis
of which certain financial and operational undertakings are complied
with. On behalf of the Board, the Directors are of the opinion that, after
taking info accounts the Group's internal resources and cash flow from
operations, the Group will have sufficient working capital fo safisfy its
present requirements for the next twelve months from the date of this
report in the absence of unforeseen circumstances.
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Management Discussion and Analysis

THBIWE S

DISPOSAL OF SUBSIDIARIES

On 19 August 2020, the Group disposed the entire issued share
capital in its subsidiary, LC Global Holdings Corporation, at a
consideration of HK$ 1 resulting in a gain on disposal of approximately

HK$46 million. This disposal was completed on 30 October 2020.

Given the continuous loss-making position of the abovementioned
disposal group with net liabilities in recent financial periods, the
Company considers that the abovementioned disposal will enable the
Group to improve its financial position and eliminate any uncertainty
arising from the disposed business with an aim fo stabilising the future
financial performance of the Group.

PRINCIPAL RISKS AND UNCERTAINTIES

A summary of the principal risks and uncertainties which may impact the
Group's financial conditions, results of operations or future performance
and how the Group to mitigate these risks is set out below.

This summary should not be regarded as a complete and comprehensive
statement of all potential risks and uncertainties faced by the Group, but
rather those risks which the Group currently believes may have a
significant impact on the Group's performance and future prospects.

HEHMB LR

RZZB-ZTFNA+IA FAEEURE—ET
th & E B B2 &) LC Global Holdings Corporation 2
EMEHETHRA  BRESHEREHNNTRE
BET - ZRHEFHEER-_Z-_ZF+A=+H
FERK ©

R it b E KRB R ARG E R 2O M HR
BHEz BEFE  ARFRR - LB EEE
< AR B RSN E E M AR FOBRR 1 & %55
EEZTHAAREE  URBEAREE 2 RRFH X
i o

FERBRTHABRREE

AREFEARKSEZMBRR - EEREIRKE
RzxX2RE LR THAAEERE R AEBE A%
RZERBEN T -

L E AR R AR B E R 2 A BERKR
RARBRER 2 EEFERML - HEARK B3R E
E%FE R A] B H AN S B 2 RIF S R R AT R B
EAFE-

Principal risks Description Mitigating actions
FERERE RE RIS
Strategic risk Strategic risk is the risk that medium and long- @ Extensive investment management experience

AR R term profitability and/or reputation of the
Group could be adversely impacted by the
failure either to idenﬁf\/ or imp|emenf the
correct strategy, or fo react appropriately to
changes in the business environment.
SR M R B A% [ oK BE 8 51 2 . Bt LE e R S
FEEXRRBUOMFELEEREMEASE
BB RRBAAFGEOL IBBEXKT
NMEEZRR -

Economic risk
47 3 fex

Economic risk is the risk of any downturn in
economic conditions could impact the
Group's performance through higher bad
debts as a result of customers’ inability to
repay loans and lower asset values.
RERRAXERATFENBEERNE
BORREMREEEBEREMTEASHE
RIZ ETEE T TR o

of the Board.
EEeNREEEZEELR -

e Regularly review on sfrategy and performance
of each business unit.
EHRE S RBEM 2 R NRR -

e Perform comprehensive due diligence on all
potential acquisitions.

RATBBEWEEEATEHERES -

e Regularly review forward looking indicators to
identify economic conditions.

TE Hite A AT IR M FR IR A BB BB ER IR ©
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Principal risks Description Mitigating actions
TERM AES 20
Credit risk Credit risk is the risk of financial loss o the Fully understand customers and carry out credit
EERR Group if a cusfomer or counterparty to a quality assessment on customers before
financial instrument fails to meet its contractual granting loans.
obligations. RELERFE2E TREFPLHETPEITE
EERBAMERIAZEFRIRSHF EERE -
REBITEGHNEE  AEBAXUBKE Regularly monitor loans receivables and assess
Bz ER - for their recoverability.
EHEREWE RN AR BIKIZE -
Liquidity risk Liquidity risk is the risk that the Group will nof Regularly monitor liquidity and statement of
MENE & AR be able to meet its financial obligafions as financial position.
they fall due. EHREERDES KV BARREK -
RBETERASAEBEREEITEIHZ Maintain appropriate liquidity to cover
MIEEEZAR - commitmems
REBBEEREE S HIRAGE
Limit liquidity risk exposure by investing only in
securities listed on stock exchanges.
FBRERENXR A ETBFREIRDER
Bz
Ensure acceptable and appropriate finance in
place, or believed to be available before
committing investment projects.
AEREBANERCARBAAIETR
EE% -
Price risk Price risk is the risk that changes in equity Regularly monitor equity portfolio to address
BRRER prices will affect the Group's income and the any porifolio issues prompitly.

Exchange risk

BEE 5 [ g

value of its holdings of equities.

(AR R 5 7 8 AN S B U R E P #F AR
ZEEZREZSH 2ER

Exchange risk is the risk that changes in
foreign exchange rates will affect the Group's
income and the value of ifs holdings of asses.
EHERABYERAEBRAREMFE
EEEZINEERES 2 EK
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FHERREREEEUREEEMKRE
HEMRE -
Spread price risk exposure by investing a
number of equHies
KREZERFEIAD BERER
Closely monitor statement of financial position
and cashflow exchange risk exposures and
where considered appropriate use of financial
instruments, such as forward exchange
contracts, foreign currency options and forward
rofe agreements, fo hedge this exchange risk.
ERMBERRR MRS REL B - I
E/\WLFE’_&LﬁHZ| ATEAERIA(E
HASME & 49 - SMEEIRE MR AR R 538 ¥
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Principal risks Description Mitigating actions

TERE AES A EE

People risk People risk is the risk of loss the services of @  Provide competitive reward and benefit
AER R any directors, senior management and other packages that ensure our ability to aftract and

key personnel which could have a material
adverse effect on the Group's businesses.
AFRBRATEAES SREEABRKE
EBABRIERME A EHAEBERE
REATHFEZ R o

legal and regulatory risk  Legal and regulatory risk is the risk that a

ERREERR breach of laws and regulations could lead o
litigation, investigations or disputes, resulting
in additional costs being incurred, civil and/
or criminal proceedings and reputational
damage.
ERMEERRARERIER TS
BERE - #EHA S  EEEINKA R
ER/IMERFREEREZREAR -

Capital and Financial Risk

Our capital and financial risk management are set out in the Nofe 37
and Note 38 fo the financial statements.

CAPITAL STRUCTURE

Pursuant to an extraordinary general meeting of the Company held on
11 August 2021, the resolutions approving the capital reorganisation
involving capital reduction, share sub-division and share premium
reduction (the “Capital Reorganisation”) was duly passed by way of
poll. The Company completed the implementation of the Capital
Reorganisation on 6 October 2021, in which the Capital
Reorganisation involved:

(1) Capital reduction

The par value of each of the issued ordinary shares of the
Company was reduced from HK$1.00 to HK$0.01 by cancelling
the paid-up share capital to the extent of HK$0.99 per issued
share (the "Capifal Reduction”). The credit arising from the Capital
Reduction of HK$763 million were credited to the accumulated
losses of the Company.

refain the employees we need.
RMHUA BTN 2 R LB FEAERASE
EAREN TSI RBERTFZAL -

e Ensure that the staff of the Group has the right
working environment o enable them to do the
best job possible and maximise their
satisfaction at work.
BRASEZETIARECTIFRENSE
ITHREAAREHT TIERERREIRS
IZIEREE -

00 m

\

®  Monitor changes and developments in the
regulatory environment and ensure that
sufficient resources being made available to
implement any required changes.
ERMERBECEPRERIBRABZE
RRAEBREMREZZS -

e Seek legal or other specialist advice as
appropriate.
BERSERIHEMEEALER -

BEX R B E R

BRZEAR LT BRREEHNIERERM TSI
Ko P$5E 38 °

RARE

RER-_Z-_—FN\A+T-BRTZARFRR
FrRIRE - HOES REAREDR - Bt 37 48 K B
HERRZEAER(EAEMR]) 2REREE
BRERRTAELENEB - ARFREN-F
5 +ARNBEXNEREAEM  ETEAE
HEV N

(1) BEAXHRE
ARRDBEBEHBEARASREEITRD
THANETZTR  BEREE#TEER
ZHEH-HTTETHRETHT BT
(TEAHIR) o EBAHIRE S 2 EREE
TRAT=ZBBELEFALRRAE Z Z5E

8-
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(2) Share sub-division

Immediately following the Capital Reduction, each of the
authorised but unissued shares of par value of HK$1.00 each will
be sub-divided info 100 adjusted shares of par value of HK$0.01

each.

(3) Share premium reduction

The credit arising from the share premium reduction of HK$311
million were credifed to the accumulated losses of the Company.

Following the Capital Reorganisation, the authorised share capital of the
Company was HK$1,500,000,000 divided into 150,000,000,000
shares, of which 770,480,836 shares have been issued and are fully
paid or credited as fully paid.

USE OF PROCEEDS FROM FUND RAISING ACTIVITIES

During the Reporting Year, no proceed from fund raising activities was
used. As at 31 December 2021,
fund raising activities.

there was no unutilised proceed from

SIGNIFICANT INVESTMENTS AND ACQUISITIONS

Saved from those mentioned in this report, the Group did not have any
other significant investments or acquisitions or sales of subsidiaries
during the Reporting Year.
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Corporate Governance Report

ERELSHE

CORPORATE GOVERNANCE CODE

The Company recognise the importance of achieving the highest
standard of corporate governance consistent with the needs and
requirements of its businesses and the best interest of all of its
stakeholders, and the Board is fully committed to doing so. The Board
believes that high standards of corporate governance provide a
framework and solid foundation for the Group to manage business risks,
enhance fransparency, achieve high standard of accountability and
protect stakeholders” interests.

The Group has adopted a corporate governance statement of policy
which provides guidance on the application of the corporate
governance principles on the Group, with reference to the Code on
Corporate Governance Practices (the "CG Code”) as sef out in
Appendix 14 of the Rules Govemning the Listing of Securifies [the “Lisfing
Rules”) on The Stock Exchange of Hong Kong Limited (the "Stock
Exchange”).

Save for the deviation from code A.4.1 which are explained below, in
the opinion of the Directors, the Company has complied with all code
provisions as set out in the CG Code throughout the year ended 31
December 2021.

CODE PROVISION A.4.1

Under code provision A.4.1 of the CG Code, non-executive directors
should be appointed for a specific ferm, subject fo re-election. Although
all independent non-executive directors have not been appointed for a
specific term, they will all retire at the annual general meeting af least
once every three years and will be eligible for re-election in accordance
with the CG Code. In the opinion of the Directors, the refirement of each
non-executive director af the annual general meeting at least once every
three years shall have the same effect of appointing them with a specific
term of three years. Therefore, the Directors consider that the deviation
from the code provision A.4.1 of the CG Code is appropriate in such
circumstance.

EEETA

ARRARREREAEXBMBENAEMARE
MEBATRENS . RREECEERZER
- MEFEEBERNETABEIE -EE8H
5 BKELCEEREASAEEETERIFRE
ERRE - TEAPEEXGRARKESEHE -
TRae RS K ER B 1 RREEFABREA L ZF)

Ng
S o

B

AEEC2REBMARZMAR AR ([HEFT])
EHEMMRAT EWARR DS+ mAEeRE
AEATAHTERERATRDRAEREABR
& RAKEEREEE RRAEHRES -

AT ZFRFRIEA A G EERA -
HE-T-—F+-A=+—BILFE K27
—EETHACEERTAZAE TN -

SFRRSZA.4.1 1%

RIBEEERTAZTREEA LG IFATT
EERARTEY TARXEMER -BEY
A ENTTESTAEEENERE  EREH
RECEXREATIRIE=ZFNERBFRE L
WERELHEERBEE - EFAL - SHFH
TEERLEBE=FRRRAFARE LRHERE—
RERFZ=FHEEHEZTEBARRER -
At - EFRANEBER T RELEEETAZ
SFRAMEXEAAVIRERE -
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MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities Transactfions
by Directors of Listed Issuers (the “Model Code”) set out in Appendix 10
to the Listing Rules as the code of conduct for dealing in securities of the
Company by the Directors. All Directors have confirmed, upon specific
enquiries made by the Company, that they have complied with the
required standard set out in the Model Code during the year ended 31
December 2021. To ensure Directors’ dealings in the securities of the
Company (the “Securities”) are conducted in accordance with the
Model Code and securities code of the Company, a Director is required
to notify the Chairman in writing and obtain a written acknowledgement
from the Chairman prior to any dealings in the Securities.

THE BOARD

The Board is responsible for providing leadership and control of the
Company and monitoring the performance of the management,
approving the financial statements and annual budgets. It focuses on the
formulation of business strategy, policy and control. Day-to-day
operations of the Company are delegated to the Executive Directors and
senior management of the Group. The Board reviews and approves key
matters affecting the Company's strategic policies, finances and
shareholders, such as financial statements, dividend policy and maijor
corporafe acfivities. Decisions of the Board are communicated to the
Management through Executive Directors who have aftended Board
meefings.

The Board currently comprises six Executive Direcfors and three
Independent Non-executive Directors. There is no relationship (including
financial, business, family or other material /relevant relationship) among
members of the Board. Their names and brief biographies are sef out on
pages 47 to 49 of this Annual Report.
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The Independent Non-executive Directors are high calibre executives
with diversified industry expertise and bring a wide range of skills and
experience fo the Company. One of the Independent Non-executive
Director possesses recognized professional qualifications in accounting.
All Independent Non-executive Directors bring independent judgement
on issues of strategy, performance, risk and people through their
confribution at Board meetings.

The Board has received from each Independent Non-executive Director
a wrifen annual confirmation of independence pursuant fo Rule 3.13 of
the Listing Rules. The Board considers that the three Independent Non-
executive Directors, representing one-third of the Board, are independent
in character and they also meet the independence guidelines as sef out
in Rule 3.13 of the Listing Rules.

Board meetings are scheduled at approximately. quarterly intervals, and
additional meetings will be held when required. The Directors have
access to all relevant information as well as the advice and services of
the Company Secretary of the Company. Independent professional
advice may be taken by the Directors as required. There were twelve
Board meetings held during the year ended 31 December 2021.

All Directors are subject fo retirement by rofation once every three years
and are subject fo re-election in accordance with the articles of
association of the Company.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The roles of the Chairman and the Chief Executive Officer of the Group
are clearly defined and segregated to ensure independence and proper
checks and balances. The Chairman focuses on the business strategy
and direction of the Company and has executive responsibilities,
provides leadership for the Board and ensures proper and effective
functioning of the Board in discharging of its responsibilities. The Chief
Executive Officer is accountable to the Board for the overall
implementation of the Company's strategies and the co-ordination of
overall business operations.

There is currently no officer carrying the fifle of Chief Executive Officer
up to the date of this annual report. In the absence of the Chief
Executive Officer, the duties of the Chief Executive Officer have been/
will continue to be undertaken by other executive members of the Board,
namely Mr. Cheung Kwok Wai Elton, Mr. leung Alex, Ms. Lo Ming
Wan, Mr. Tse Chi Keung and Mr. Yuan Huixia, therefore, in the
opinion of the Directors, the roles of the Chairman and the Chief
Executive Officer have been/will continue 1o be properly segregated in
the absence of an officer carrying the fitle of Chief Executive Officer.

BUFRTEFHRFBKFIZITHRAR  AHEZ
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BOARD COMMITTEES

The Board has established three committees, namely the Audit

Committee, Remuneration Committee and Nomination Committee, to

oversee particular aspects of the Company's affairs. All Board

committees of the Company are established with defined written terms

of reference. The terms of reference of the Board committees have been

posted on the Company’s website and the Stock Exchange's website

and are available to shareholders upon request.

NUMBER OF MEETINGS ATTENDED/HELD

The atftendance records of each Director at the meetings of the

shareholders, the Board, Audit Committee, Remuneration Committee

and Nomination Committee during the year ended 31 December 2021

are set out below:

EERET

EXgCRI=-MALES NERZES
ZEGhRRZES  UERARRAEBEITEZ
B ARAMAEFZRGHREAREZR
REERTIF - EXZBEZHERECDTIE
EARBRANRBRIAME  WRBRERKER]
HER -

HEBITERRE
FEENHE-T-—F+-A=+-BLFE
HERE  EFE BRZA® FMEEER
REZERRRZEHRIINT

2020
Annual
General  Extraordinary
Remuneration Nomination Audit Meeting General
Board Committee Committee Committee ("AGM") Meeting
—ECER
REBEAE
(TRRBEF e
=g FMZzEE REEEE ENEES x&l) BEXE
Executive Directors HTES
Mr. Lei Hong Wai (Chairman) FHERE(FE) 12/12 1/1 1/1 - 1/1 1/1
Mr. Cheung Kwok Wai Elion REESTAE
(Vice Chairman) (8/Z£/E) 12/12 - - - 1/ 1/
Mr. Leung Alex RIEE A 12/12 - - - 1/1 1/1
Ms. Lo Ming Wan Ll 12/12 - - - 1/1 1/1
Mr. Tse Chi Keung HEREE 12/12 - - - 1/1 1/1
Mr. Yuan Huixia REBERE 9/12 - - - 1/1 1/1
Independent Non-executive BUFHITES
Directors
Mr. Wong Tak Chuen HEREE 9/12 1/1 1/1 3/3 1/1 1/1
M. Lai Hok Lim RERLE 9/12 1/1 1/1 3/3 1/1 1/1
Mr. Lien Wai Hung HERRE 9/12 1/1 1/1 3/3 1/1 1/1
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CONTINUOUS PROFESSIONAL DEVELOPMENT OF
DIRECTORS

To assist Directors’ confinuing professional development, the Company
recommends Directors fo attend relevant seminars to develop and refresh
their knowledge and skills to ensure that their confribution fo the Board
remains informed and relevant. During the year ended 31 December
2021, the Directors have participated in continuous professional
development programmes, such as external seminars organised by
qualified professionals, to develop and refresh their knowledge and
skills in relation to their contribution to the Board. A record of the training
received by the respective Directors are kept and updated by the
Company.

The Direcfors also understand the importance of continuous professional
development and are committed to participating any suitable fraining to
develop and refresh their knowledge and skills.

According tfo the records provided by the Directors to the Company
pursuant to the CG Code, all Directors have participated in appropriate
continuous professional development activities during the Reporting Year
under review. The individual training record of each Director for the year
ended 31 December 2021 is summarised below:

EECREAEERE

RPPEEZHEEEER  ARARAREZEEY
JEIEREE A S AR B I % 2 R e BBt
DiERESFHEEABEEEMENIAMBEZ
BATHESESFLHER BE-_FT—_—F1+=
A=+t—HLHE ZRC2EFETXERT
2 WHABREXRALMBRZINIEXRS
BREBEFESA/EFTEFLAERMZAB LK
B RESEMEXZBIIREAARRRERE
F o

EENTRIBESRER BB Y AHR A
EEEZ B ABRMENEEF 2 M

b
Be °

EREBEREBLXBEATAURARAEM] 2
EREFERBEFELRBFECHRBEIELR
A HE-_T - —Ft+_A=1T—RHLFE"
BEEZMEI @RI RaEfdmT

Directors’ duties and

responsibilities/
Corporate Governance/
Updates on Laws, Rules and
Regulations

Business related/Accounting/
Financial/Management or
other professional skills

ESCREREE XSRS E3: 1P e -k
EG - RAIRRGI ZEH EEGHMEERRE
Attending Attending
Reading seminars/ Reading seminars/
materials conferences materials conferences
HEWRE HEWRE
BT = EER 83
Executive Directors HITES
Mr. lei Hong Wai (Chairman) T ERE(E) v v v v
Mr. Cheung Kwok Wai Elton REIE S
(Vice Chairman) (BIEE) v v v v
Mr. leung Alex BIERE SE v/ v v v
Ms. Lo Ming Wan SRRt v v v/ 4
Mr. Tse Chi Keung HEREE 4 4 v v
Mr. Yuan Huixia RIBESE 4 v v v
Independent Non-executive BIYFHITES
Directors
Mr. Wong Tak Chuen mEBREE 4 v v v
Mr. Lai Hok Lim REFRFEE v v v v
Mr. Llien Wai Hung BRI E v v v v
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DIRECTORS" AND SENIOR MANAGEMENT'S
EMOLUMENTS

The Company has established a formal and transparent procedure for
formulating policies on remuneration of Directors and senior
management of the Company. Details of the remuneration of each of
the Directors for the year ended 31 December 2021 are sef out in Nofe
14(a) to the consolidated financial statements.

The details of the five individual with highest emoluments are set out in
Note 14(b) to the consolidated financial statements.

The remuneration of the members of senior management (excluding
directors) by band are sef out in Note 14 fo the consolidated financial

statements.

REMUNERATION COMMITTEE

The Company has established a Remuneration Committee in 2005. The
Remuneration Committee currently consists of three Independent Non-
executive Directors, namely Mr. Lai Hok Lim, Mr. Wong Tak Chuen and
Mr. Llien Wai Hung and the Chairman, Mr. Lei Hong Wai. Mr. Lai Hok
Lim is the Chairman of the Remuneration Committee. The function of the
Remuneration Committee is fo review and make recommendations to the
Board on the Company’s remuneration policy for all remuneration of
Directors and senior management. The fees of the Non-executive
Directors (including the Independent Non-executive Directors) are
defermined by the Board.

All members of the Remuneration Committee met one time during the
year ended 31 December 2021 for a proposal on remuneration
packages and employment contracts for submission to the Board for
approval.

The Company adopts a competitive remuneration package for ifs
employees. Promotion and salary increments are assessed based on a
performance relafed basis in order to attract, retain and motivate
talented executives/employees fo strive for future developments and
expansion of the Company. To provide the Company with a flexible
means of giving incentive to rewarding, remunerating, compensating
and/or providing benefits fo the executives/employees, a share option
scheme was adopted by the Company in 2012. Details of the 2012
share opfion scheme are set out on pages 44 to 46 of this Annual
Report.
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NOMINATION COMMITTEE

The Company has established a Nomination Committiee in 2006. The
Nomination Committee currently consists of three Independent Non-
executive Directors, namely Mr. Llai Hok Lim, Mr. VWong Tok Chuen and
Mr. lien Wai Hung and the Chairman, Mr. lei Hong Wai. Mr. Lei
Hong Wai is the Chairman of the Nomination Committee. The function
of the Nomination Committee is to review the structure, size and
composition (including the skills, knowledge and experience) of the
Board on a regular basis and make recommendations to the Board
regarding any proposed changes to complement the Group's corporate
strategy.

The Company adopted a policy on board diversity on 25 June 2013.
The review of effectiveness of the Board Diversity Policy was conducted
by the Board and all findings are satisfactory.

In assessing the Board composition, the Nomination Committee will
consider various aspects set out in the Board Diversity Policy, including
but not limited to gender, age, cultural and educational background,
ethnicity, professional qualifications, skills, knowledge, industry and
regional experience and length of service.

On selection of candidates for directorship of the Company, the
Nomination Committee would consider the candidate’s character,
qualifications, experience, independence and other relevant criteria
necessary to complement the corporate strategy and achieve Board
diversity. All appointment will be based on merit and contribution that
the selected candidates would bring to the Board.

During the year ended 31 December 2021

conducted an annual review of the structure, size and composition of the

, the Nomination Committee

Board and the independence pursuant to code provision A.5.2 of the

CG Code.
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AUDIT COMMITTEE

Pursuant to the Listing Rules, an Audit Committee was established on 14
March 2000. The Audit Committee currently consists of three
Independent Non-executive Directors, namely Mr. Wong Tak Chuen,
Mr. Lai Hok Lim and Mr. Lien Wai Hung. Mr. Wong Tak Chuen is the
Chairman of the Audit Committee. The Chairman of the Audit Committee
has appropriate professional qualifications and experience in financial

matters.

By reference to “A Guide for the Formation of An Audit Committee”
published by the Hong Kong Institute of Certified Public Accountants,
written ferms of reference which describe the authority and duties of the
Audit Committee were prepared and adopted by the Board since the
date of establishment. The principal activities of the Audit Committee
include the review and supervision of the Group's financial reporting
process lincluding the preparation of the inferim and annual results,
internal controls and corporate governance.

During the year ended 31 December 2021, the Audit Committee held
three meetings including the review of the annual results for the year
ended 31 December 2020, and the interim results for the six months
ended 30 June 2020 before their submission to the Board and
monitored the integrity of such consolidated financial statements, and the
planning meeting with the auditors in reaction to the annual results for
the year ended 31 December 2021. In addition, the Audit Committee
also had a private meeting with the independent auditor without the
presence of management fo discuss any area of concern. The
attendance of each member of the Audit Committee is set out in the
section headed “Number of Meetings Attended,/Held" of this Report.

The Audit Committee has also discussed and reviewed the key audit
matters determined by the external auditor under Hong Kong Standards

on Auditing for the year ended 31 December 2021.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the functions set out in code
provision D.3.1 of the CG Code.

The Board has reviewed and is satisfied with the Company’s corporate
governance policies and practices, training and continuous professional
development of Directors and senior management, the Company's
policies and practices on compliance with legal and regulatory
requirements, the compliance of the Model Code and the Company’s
compliance with the CG Code and disclosure in this Corporate
Governance Report.
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AUDITORS’ REMUNERATION

During the year ended 31 December 2021, the remuneration paid or
payable o the independent auditor for the audit services amounted to
approx. HK$ 1,280,000 and non-audit services amounted to approx.
HK$80,000.

FINANCIAL REPORTING

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

The Directors acknowledge their responsibility for preparing the financial
statements as sef out on pages 65 to 208. The statement of the extemnal
auditor about its reporting responsibilities on the financial statements is
set out on pages 59 to 64.

The Directors confirm that, fo the best of their knowledge, information
and belief, having made all reasonable enquiries, they are not aware of
any material uncerfainties relating fo events or conditions that may cast
significant doubt upon the Company’s ability to continue as a going
concem.

INTERNAL CONTROL AND RISK MANAGEMENT

The Board acknowledges that it has overall responsibility for the design
and implementation of internal controls and risk management which
covers financial reporting, operations, compliance and risk management
of the Company, as well as confinuous monitoring the effectiveness of
such internal confrols and risk management. The Board has delegated
such responsibility to the management of the Company. The
management, under the supervision of the Board, has established an on-
going process for identifying, evaluating and managing significant risks

faced by the Group.
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The Audit Committee reviews the internal controls and risk management

that are significant to the Group on an on-going basis. The Audit

Committee also considers the adequacy of resources, qualifications and

experience of sfaff of the Group's accounting and financial reporting

function, as well as their training programmes and budgets.

(a)

34

the process used to identify, evaluate and manage
significant risks

The processes used fo identify, evaluate and manage significant
risks by the Group are summarised as follows:

Risk Identification
e I[dentifies risks that may potentially affect the Group's
business and operations.

Risk Assessment
o Assesses the risks identified by using the assessment criteria
developed by the management; and

o Considers the impact and consequence on the business and
the likelihood of their occurrence.

Risk Response
e Prioritises the risks by comparing the results of the risk

assessment: and

e Determines the risk management strategies and internal
confrol processes fo prevent, avoid or mitigate the risks.

Risk Monitoring and Reporting

° Performs ongoing and periodic monitoring of the risk and
ensures that appropriafe internal control processes are in
place;

®  Revises the risk management strafegies and infernal control
processes in case of any significant change of situation;

and

e Reports the results of risk monitoring to the management and
the Board regularly.
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(b)

(c)

(d)

the main features of the risk management and internal
control systems

Control procedures have been designed to safeguard assefs
against misappropriation and disposition; ensure compliance with
relevant lows, rules and regulations; ensure proper maintenance
of accounting records for provision of reliable financial information
used within the business or for publication; and to provide
reasonable assurance against material misstatement, loss or fraud.

an acknowledgement by the board that it is responsible
for the risk management and internal control systems and
reviewing their effectiveness. It should also explain that
such systems are designed to manage rather than
eliminate the risk of failure to achieve business
objectives, and can only provide reasonable and not
absolute assurance against material misstatement or loss

The Board is responsible for the risk management and internal
control systems of the Company and reviewing their effectiveness.
The Board oversees the overall risk management of the Group and
endeavours fo idenfify, control impact of the idenfified risks and
facilitate implementation of coordinated mitigating measures. The
risk management and internal control systems of the Company are
designed to manage rather than eliminate the risk of failures to
achieve business objectives, and can only provide reasonable
and not absolute assurance against material misstatement or loss.

the process used to review the effectiveness of the risk
management and internal control systems and to resolve
material internal control defects

The Company does not have an internal audit function and is
currently of the view that there is no immediate need to sef up an
infernal audif function within the Group in light of the size, nature
and complexity of the Group's business. It was decided that the
Board would be directly responsible for internal control of the
Group and for reviewing its effectiveness.

(b)

(d)
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()

The Board has engaged APAC Compliance Consultancy and
Internal Control Services Limited as ifs risk management and
internal control review adviser (the “Adviser”) to conduct the
annual review of the risk management and internal control systems
for the year ended 31 December 2021
2020. Such review is conducted annually and cycles reviewed

and 31 December

are under rotation basis. The scope of review was previously
defermined and approved by the Board. The Adviser has reported
findings and areas for improvement to the Audit Committee and
management. The Board/Audit Committee are of the view that
there are no material infernal control defeats noted. All
recommendations from the Adviser are properly followed up by
the Group fo ensure that they are implemented within a reasonable
period of time. The Board therefore considered that the risk
management and internal control systems are effective and
adequate.

the procedures and internal controls for the handling and
dissemination of inside information

An information disclosure policy is in place to ensure potential
inside information being captured and confidentiality of such
information being maintained until consistent and fimely disclosure
are made in accordance with the listing Rules. The policy
regulates the handling and dissemination of inside information,
which includes:

e Designated reporting channels from different operations
informing any potential inside information to designated
depariments;

e Designated persons and departments to determine further

escalation and disclosure as required; and

e Designated persons authorised to act as spokespersons and
respond fo external enquiries.

The Board is satisfied that the internal confrol system in place covering

all material controls including financial, operational and compliance

confrols and risk management functions for the year under review and

up to the date of issuance of the annual report is reasonably effective

and adequate.
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COMPANY SECRETARY

Ms. lo Ming Wan, is the Company Secretary of the Group and has
day-fo-day knowledge of the Company’s affairs. She reports to the
Chairman. Ms. Lo has confirmed that she has undertaken no less than
15 hours of relevant professional training during the year ended 31

December 2021.

DIVIDEND POLICY

On 31 December 2018, the Company has approved and adopted a
new dividend policy. The Company considers the new dividend policy
creates flexibility on the Board in declaring the payments of dividends.

Under the new dividend policy, the Company does not have any pre-
determined dividend payout ratio. The declaration, payment, and
amount of dividends are subject to the Board's discretion having regard
to the following factors:

[a)  the earnings, financial conditions, capital requirements and future
plans of the Group;

(b)  the shareholders” interests of the Company;
(c)  the economic outlook;

(d)  the contractual restrictions on the payment of dividends by the
Company to its shareholders;

[e)  the statutory and regulatory restrictions on the payment of

dividends by the Company; and

() any other factors the Board may consider relevant.

SHAREHOLDERS' RIGHTS

To safeguard shareholders' interests and rights, a separate resolution is
proposed for each substantially separate issue at general meetings,
including the election of individual directors. All resolufions put forward
af general meetings will be voted on by poll pursuant to the Listing Rules
and poll results will be posted on the websites of the Company and of
the Stock Exchange affer each general meeting.

The procedures for shareholders of the Company to propose a person
for election as a Director of the Company are available on the
Company's website (www.healthwisehk.com).
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Procedures for shareholders to convene extraordinary general
meeting and putting forward proposal at general meeting

There are no provisions allowing shareholders to propose new
resolutions at the general meetings under the Cayman Islands
Companies law [the “law”). However, shareholders are requested to
follow Article 72 of the Articles of Association (the “Articles”) of the
Company. Pursuant to Article 72 of the Arficles of the Company,
general meetings shall be convened on the written requisition of any two
or more members of the Company, or on the written requisition of any
one member which is a recognised clearing house, deposited at the
registered office specifying the objects of the meeting and signed by the
requisitionists, provided that such requisifionists held as at the date of
deposit of the requisition not less than onetenth of the paid up capital of
the Company which carries the right of voting at general meetings of the
Company. Such meeting shall be held within two months after the
deposit of such requisition. If the Board does not within 21 days from
the date of deposit of the requisition proceed duly fo convene the
meeting, the requisitionists themselves or any of them representing more
than one-half of the total voting rights of all of them, may convene the
general meeting in the same manner, as nearly as possible, as that in
which meetings may be convened by the Board provided that any
meefing so convened shall not be held after the expiration of three
months from the date of deposit of the requisition, and all reasonable
expenses incurred by the requisitionists as a result of the failure of the
Board shall be reimbursed to them by the Company.

PUTTING FORWARD ENQUIRIES TO THE BOARD

For putting forward any enquiries to the Board of the Company,
shareholders may send written enquiries to the Company. The Company
will not normally deal with verbal or anonymous enquiries.
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Contact details

Shareholders may send their enquiries or requests as mentioned above
to the Company:

Address: Unit 1209, Shun Tak Centre, West Tower,
168-200 Connaught Road Central, Hong Kong
(For the attention of the Company Secretary)
Fax: (852) 2548 5575

For the avoidance of doubt, shareholders must deposit and send the
original duly signed writfen requisition, nofice or statfement, or enquiry (as
the case may be) fo the above address and provide their full name,
contact details and identification in order to give effect thereto.
Shareholders' information may be disclosed as required by law.

INVESTOR RELATIONS

The Company highly values its relationship with its shareholders and
other stakeholders. It has put in place an effective corporate
communication system which provides fransparent, regular and timely
public disclosures fo its shareholders and other stakeholders. The main
features of the system are as follows:

®  The Company mainfains a corporate website (www.healthwisehk.com|
on which comprehensive information about the Group, including
core business, financial reports, public announcements, circulars
and news of the Group, is disclosed. Shareholders can obfain
corporate communication electronically via the Company's
website.

e The Company esfablishes and mainfains different communication
channels with its shareholders and other stakeholders through
annual reports, inferim reports and other publication.

e AGM provides a useful forum for shareholders to exchange views
with the Board. The respective chairmen of the Board and Audit,
Remuneration and Nomination Committees (or in the absence of
the chairmen of such Committees, another member of each
Committee or failing this his duly appointed delegate) will
endeavor to be available to answer questions raised by
shareholders.
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e Separafe resolutions are proposed at general meetings for each
substantially separate issue, including the election of individual
Directors.

e Defails of the proposed resolutions to be put forward at a general

meeting are, where necessary or appropriate, included in a
circular to the shareholders dispatched prior to the date of the
relevant general meeting.

e All resolutions put to the vote of a general meefing are taken by
poll. The poll results are published on the Stock Exchange’s
website at www.hkexnews.hk and on the Company’s website in
accordance with Rule 13.39(5) of the Listing Rules.

In addition, the Company has established the Investor Relations
Department with designated senior management for maintaining regular
dialogue with insfitutional investors and analysts to keep them abreast of
the Company's developments. Enquiries from shareholders and other
stakeholders are dealt with in an informative and timely manner.

Shareholders and other stakeholders may write directly to the Company
at its principal place of business in Hong Kong for any enquiries.

40 China Healthwise Holdings Limited ~ Annual Report 2021

s ARABRBBEEAZERNEERBRRAES
EREFBORER  BRERERES -

e FRREAGLRZZEZZRBZERFB (W
VESGER) FN AR RR KNS B B A R
RETHEZBEKA

o RRERE FREERECAMBREERS
LAEERNERA - RIAERKIRE ETHRA
F13.395)1& T #& » B X BT i
(www.hkexnews.hk) &2 N A &) 4814 o

AN ARBERIZIREEBERR - THES
ZEREEBRKBREEROMERFTEHR
mERERFHARBERRZ TR - BWREE
MM A T 2 FE AT S IR R M R 2 R IE -

WMAEEAER  BRRIEMFNEHBALAINAE
BHERARB 2EBETBERME



Report of the Directors
EEERE

The Directors submit their report together with the audited financial
statements for the year ended 31 December 2021.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

The principal activities of the Company are investment holding and
investment in financial instruments. The principal activities of ifs
subsidiaries are sales of Chinese health products, money lending and
investment in financial instruments.

An analysis of the Group's turnover and segment information is set out in
Note 6 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2021 are sef
out in the consolidated statement of profit or loss and other
comprehensive income on pages 65 to 67.

BUSINESS REVIEW

The business review of the Group for the year ended 31 December
2021 is set out in Management Discussion and Analysis on pages 15

to 24.

The Company has complied with all the relevant laws and regulations
that have a significant impact on the Company. The Company will seek
professional legal advice from legal advisers, where necessary, fo
ensure fransactions and business to be performed by the Company are
in compliance with the applicable laws and regulations.

DIVIDENDS

The Directors do not recommend any dividend in respect of the year
ended 31 December 2021 [year ended 31 December 2020: Nil).

RESERVES

Movements in the reserves of the Group and of the Company during the
Reporting Year are set out in page 70 and Note 31 to the financial
statements respectively.

SHARE CAPITAL

Details of the movements in share capital of the Company during the
year ended 31 December 2021 are sef out in Note 28 fo the financial

statements.
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PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, p|onf and equipment are set out in
Note 15 to the financial statements.

EMOLUMENT POLICY

The Group's emolument policies are based on the salaries paid by
comparable companies, employment conditions and responsibilities,
and individual performance of the Directors, senior management and
general staff and are reviewed by the Remuneration Committee
periodically.

The emoluments of the Directors are recommended by the Remuneration
Committee and are decided by the Board, having regard fo the salaries
paid by comparable companies, time commitment and responsibilities,
and employment conditions elsewhere in the Group.

The Company has adopted a share option scheme fo provide a flexible
and effective means of incentivising, rewarding, remunerating,
compensating to eligible participants who contribute the success of the
GCroup. Details of the schemes are set out in the paragraph headed
"Share Option Scheme” below and Note 29 to the financial statements.

None of the directors waived any emoluments during the year ended

31 December 2021.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Monday,
13 June 2022 to Thursday, 16 June 2022 (both days inclusive), during
which period no fransfer of shares will be effected. In order to determine
the entitlement to attend and vote af the 2022 AGM of the Company fo
be held on Thursday, 16 June 2022, all transfers accompanied by the
relevant share certificates must be lodged with the Company’s branch
share registrar in Hong Kong, Tricor Abacus Llimited, at level 54,
Hopewell Centre, 183 Queen'’s Road East, Hong Kong not later than
4:30 p.m. on Friday, 10 June 2022.

INFORMATION ON SUBSIDIARIES

Particulars of the subsidiaries are set out in Note 19 to the financial
statements.
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FIVE YEARS FINANCIAL SUMMARY HAEFEBHBE
The following is a summary of the consolidated results, assefs and T 35 #f uft 7 £2 [ 72 38 2= T (@ B4 B HARS N & HARS >
liabiliies of the Group for each of the last five financial periods. g A g R A
Period from
1 April
Year ended Year ended 201910 Year ended Year ended
31 December 31 December 31 December 31 March 31 March
2021 2020 2019 2019 2018
RZZT—NF
BHZE BHE MA—RZE HE HE
—B--f 3 —E-NF —E-NF —E-N\F
+=ZA=+—-H +=ZA=+—H +ZA=+—H8 =ZA=+—H Z=ZA=+—H
LFE HFE 1FHAE HFE HFE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THERT TAT TAT TAT TAT
Revenue WA 170,079 137,853 107,907 451,615 561,190
loss before income fox from R EFELEEH
continuing operations 2SR A EE (100,580 (72,929 (118,951) (71,712 (113,415)
Income fox (expense)/credit  FT§F: (Fis) /B % (2,464) 3,648 (1,265 1,967 (987)
Loss for the year from FRREFHELE
continuing operations =¥ 7EE (103,046) (69,281) (120,216) (69,745) (114,402
Profit/[Loss) for the year from — FRKE B IFEE
discontinued operations EB2HEN/ (EE) = 44,059 (6,658) (34,667) (83,535)
Loss for the year FREE (103,046) (25,222) (126,874) (104,412) (197,937)
Attributable to: AT AL
Owners of the Company ERBZHEB A (103,046) (25,222) (124,345) (95,316) (186,103)
Non-controlling inferests Elsuliliyrra] = - (2,529 (9,096) (11,834)
(103,046) (25,222) (126,874) (104,412) (197,937)
Tofal assets BELE 314,095 434,278 508,427 697,792 620,172
Total liabilities BERE 121,031 137,087 271,754 304,352 346,022
Toal equity BREE 193,064 296,291 326,673 393,440 274,150
PEREREERARLE —T-—FR 43
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DISTRIBUTABLE RESERVES

As at 31 December 2021, in the opinion of the directors, the Company
do not have any distributable reserves (31 December 2020: Nil).

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

Neither the Company, nor any of its subsidiaries purchased, redeemed
or sold any of the Company's listed securities during the year ended 31
December 2021.

SHARE OPTION SCHEME

On 14 September 2012, the shareholders of the Company approved
the adoption of a share option scheme (“the Scheme”).

Details of the Scheme are as follows:

(1) Purpose

To provide a flexible and effective means of incentivising,
rewarding, remunerating, compensating, to eligible participants
who confribute the success of the Group.

(2) Eligible persons

Any person who is an employee (whether full time or part time)
holding salaried office or employment under a contract of
employment or service contract or terms of employment
("Contract”) with the Group or is a Director (including executive
and non-executive directors) of the Group or any adviser,
consultant, agent, contractor, customer and supplier of any
member of the Group or any subsidiaries of the Company.

(3) Maximum number of shares

The scheme mandate limit of the Scheme was refreshed by a
shareholders’ resolution passed in the annual general meeting of
the Company held on 4 September 2018, defails of which have
been set out in the circular dated 30 July 2018. Accordingly, the
maximum number of shares available for issue under the Scheme
is 85,213,083, representing 10% of the issued ordinary share
capital of the Company as at the date of the annual general
meeting affter the share consolidation of the Company on 25

September 2020.
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(4)

(5)

(6)

(/)

The tofal number of Shares which may be issued upon exercise of
all outstanding Options granted and yet fo be exercised under the
Scheme and all outstanding options granted and yet to be
exercised under any other Scheme shall not exceed 30% of the
shares in issue from time to time. No options may be granted
under the Scheme and no options may be granted under any
other Schemes if this will result in the limit being exceeded.
Subject to specific approval of the shareholders of the Company,
the 10% limit may be refreshed with reference to the date of such
specific approval of the shareholders of the Company.

Maximum entitlement of each eligible person

Unless approved by shareholders, the total number of shares
issued and fo be issued upon exercise of the share opfions
granted to each eligible person in any 12-month period must not
exceed 1% of the shares of the Company in issue.

Time of exercise of option

An option may be exercised during the periods to be determined
and notified by the Directors to the grantees af the time of making
offers to grant share options fo them provided that such periods
shall not exceed the period of ten years from the date of offer.

Acceptance of offers

Offers for the grant of share options must be accepted within 21
days affer the offer date. Offers for grant of share options have fo
be accepted together with remitiance in favour of the Company of

HK$1.00.

Basis of determining the option exercise price

The subscription price for the Shares under the Scheme shall be @
price determined by the Directors at its discretion, provided that it
shall not be less than the whichever is the highest of (i} the closing
price of the shares as sfated in the daily quotation sheets issued
by the Stock Exchange on the date of offer; (i) the average
closing price of the shares as stated in the Stock Exchange's daily
quotation sheets for the five business days immediately preceding
the offer date: and |iii) the nominal value of the shares. Details of
the scheme are setf out in the circular of the Company dated 29

August 2012.

(4)

(%)

(6)

(7)
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(8) The remaining life of the Scheme

The Scheme will remain in force until 14 September 2022, being
the date which falls ten years after the date of adoption of the
Scheme.

Details of the share options movement and outstanding as at 31
December 2021 have been disclosed in Note 29 to the financial
statements.

The Company operates the Scheme for 10 years from 14 September
2012 to 14 September 2022 and for the purpose of providing
incentives and rewards fo eligible participants who contribute to the
success of the Group's operation. Further details of the Scheme are set
out in the circular of the Company date 29 August 2012.

During the Reporting Year, no share options was granted, exercised or
lapsed and no outstanding share option as af 31 December 2021.

DIRECTORS

The Directors during the year ended 31 December 2021 and up fo the
date of this report were:

Executive Directors:

Mr. lei Hong Wai (Chairman)

Mr. Cheung Kwok Wai Elton (Vice Chairman)
Mr. leung Alex

Ms. Lo Ming Wan

Mr. Tse Chi Keung

Mr. Yuan Huixia

Independent Non-executive Directors:
M:r. Lai Hok Lim

M. Lien Wai Hung

Mr. Wong Tak Chuen

In accordance with Arficle 116 of the Company’s Arficles, the Directors
retiring by rotation at the forthcoming AGM are Ms. Lo Ming Wan, Mr.
Tse Chi Keung and Mr. Yuan Huixia. They will retire and, being
eligible, offer themselves for re-election as Directors at the Annual
General Meeting.
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Biographical defails of Directors and senior management are sef out as
follows:

Executive Directors

Mr. lei Hong Wai, aged 53, has over 15 years of extensive
experience in corporate management, investment and business
development. He is the chairman of the Nomination Committee of the
Board and a member of the Remuneration Committee of the Board. He
also holds directorships in certain subsidiaries of the Company. Mr. Lei
is also a director of Eternity Finance Group limited, the substantial
shareholders of the Company within the meaning of Part XV of the
Securities and Futures Ordinance. Mr. Lei is currently the chairman of the
board of directors and an executive director of Eternity Investment Limited
("Efernity”), a company listed on the Main Board of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) under stock code: 764.
During the period from 10 April 2014 1o 2 September 2015, Mr. lei
was the chairman of the board of directors and an executive director of
Huanxi Media Group Limited ("Huanxi Media”), a company listed on
the Main Board of the Stock Exchange under stock code: 1003. Mr. Lei
was also the chairman of the board of directors and an executive
director of Man Sang International Limited ("Man Sang”), a company
listed on the Main Board of the Stock Exchange under stock code: 938,
during the period from 31 March 2016 to 3 April 2018 and 26 June
2015 to 3 April 2018, respectively. In 2002, Mr. Lei was a director of
The Chamber of Hong Kong listed Companies Limited, which promotes
interaction amongst its members which are listed companies in Hong
Kong and the People’s Republic of China.

Mr. Cheung Kwok Wai Elton, aged 56, has over 29 years of
experience in the area of corporate finance and securities industries. He
holds a Master Degree in Accounting and Finance from the University of
Lancaster in the United Kingdom. Mr. Cheung is also a director of
Eternity Finance Group limited, the substantial shareholders of the
Company within the meaning of Part XV of the Securities and Futures
Ordinance. Mr. Cheung is currently the chairman of the board of
directors and an executive director of Global Mastermind Holdings
Limited ("Global Mastermind”| (stock code: 8063), a company listed on
GEM operated by the Stock Exchange and an executive director of
Eternity. Mr. Cheung was an executive director of the Company during
the period from 11 October 2016 fo 16 December 2016. Mr. Cheung
was also an executive director of Man Sang during the period from 26

June 2015 to 3 April 2018.
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Mr. leung Alex, aged 43, obtained his Bachelor of Commerce degree
from the University of Auckland, New Zealand in May 2000. Mr.
leung had worked in two infernational accounting firms from December
2000 to February 2012. He is a fellow member of both the Hong
Kong Institute of Certified Public Accountants and the CPA Australia. He
has more than 18 years of experience in auditing, accounting and
corporate management as well as in the field of corporate finance,
mergers and acquisition matters, financial and accounting management,
corporate governance and compliance affairs. He also holds
directorships in cerfain subsidiaries of the Company. Mr. leung is
currently an executive director of Affluent Parmers Holdings Limited (a
company listed on the Main Board of the Stock Exchange under stock
code: 1466 and formerly known as Man Sang Jewellery Holdings
Limited). Mr. leung was also an executive director of Man Sang during

the period from 16 October 2014 to 5 November 2018.

Ms. lo Ming Wan, aged 36, obtained her Bachelor of Business
Administration in Accounting and Economics degree from The Hong
Kong University of Science and Technology in 2007. She is a member
of the Hong Kong Institute of Certified Public Accountants, The Chartered
Governance Institute in the United Kingdom and The Hong Kong
Chartered Governance Institute (formerly known as The Hong Kong
Institute of Chartered Secretaries). She has over 10 years of experience
in auditing, accounting, company secretarial matters and financial
management.

Mr. Tse Chi Keung, aged 40, obtained his Bachelor Degree of
Accounting from The Hong Kong Polytechnic University in 2005. He is
a member of the Hong Kong Institufe of Certified Public Accountants. He
has more than 12 years of experience in auditing, accounting and
financial management gained from certain senior positions in an
infernational accounting firm in Hong Kong and a company listed on the
Main Board of the Stock Exchange in Hong Kong. He also holds
direcforships in certain subsidiaries of the Company.

Mr. Yuan Huixia, aged 41, has been admitted as a practicing solicitor
in the People’s Republic of China and has over 16 years of extensive
experience in corporate management, investment, legal affairs and
business development. He holds a Doctorate Degree in law, a Master
Degree in law and a Bachelor Degree in Llaw from the Southwest
University of Political Science and law in the People’s Republic of
China. During the period from 1 August 2016 to 5 November 2018,

Mr. Yuan was an executive director of Man Sang.
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Independent Non-executive Directors

Mr. Wong Tak Chuen, aged 57, is a fellow member of Hong Kong
Institute of Certified Public Accountants, Association of Chartered
Certified Accountants in the United Kingdom and the Institute of
Chartered Accountants in England and Wales, respectively. He has
over 30 years of experience in auditing, financial management, mergers
and acquisitions gained from certain senior finance related positions in
an international accounting firm in Hong Kong, companies listed in
Hong Kong and a company listed in the United States of America. He is
currently the Finance Director of a private company in Hong Kong. Mr.
Wong is also an independent non-executive director of Huanxi Media
and Eternity. Mr. Wong was also an independent non-executive director
of Man Sang during the period from 12 July 2016 to 5 November
2018.

Mr. Lai Hok Lim, aged 63, has been a practising solicitor in Hong Kong
since 1989. He graduated from the University of Hong Kong with a
Bachelor of Arts Degree and holds a Bachelor of Arts [Law) Degree from
the University of Sussex in the United Kingdom and a Bachelor of Law
Degree from Beijing University in the PRC. Mr. Lai is also an
independent non-executive director of Global Masfermind. Mr. Lai was
also an independent non-executive director of Man Sang during the
period from 1 December 2016 o 5 November 2018.

Mr. lien Wai Hung, aged 58, has been a practising solicitor in Hong
Kong since 1997. Mr. lien was also the chairman of the board of
directors and an executive director of Zhi Cheng Holdings Limited, a
company listed on the GEM of the Stock Exchange under sfock code:
8130, during the period from 15 September 2010 to 31 July 2018
and 27 April 2010 1o 31 July 2018, respectively.
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Company Secretary

Ms. lo Ming Wan, aged 36, obtained her Bachelor of Business
Administration in Accounting and Economics degree from The Hong
Kong University of Science and Technology in 2007. She is a member
of the Hong Kong Institute of Certified Public Accountants, The Chartered
Governance Institute in the United Kingdom and The Hong Kong
Chartered Governance Institute [formerly known as The Hong Kong
Institute of Chartered Secretaries). She has over 10 years of experience
in auditing, accounting, company secretarial matters and financial
management.

DIRECTORS’ SERVICE CONTRACTS

All Executive Directors have entered into a service agreement with the
Company for an initial term of three year commencing from the date of
their first appointment and also subject to the general requirement of
retirement by rofation and re<election at each annual general meeting of
the Company under the Arficles of Association. The service agreement
shall continue unless terminated by either party by giving a written
nofice. Under the agreement, the Executive Directors will receive an
annual fee.

Apoart from the above, none of the Directors has a service contract with
the Company which is not ferminable within one year without payment
of compensation, other than sfatufory compensation.

PERMITTED INDEMNITY

Pursuant fo the Articles, every Director shall be entitled to be indemnified
out of the assefs of the Company against all acfions, costs, charges,
damages, expenses, losses and liabilities which he/she may sustain or
incur in the execution of his/her office or otherwise in relation thereto.

The Company has faken out insurance against the liability and costs

associated with defending any proceedings which may be brought
against Directors of the Group.
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DIRECTOR’S MATERIAL INTERESTS IN
TRANSACTIONS, ARRANGEMENTS AND
CONTRACTS THAT ARE SIGNIFICANT IN RELATION
TO THE COMPANY'S BUSINESS

No transactions, arrangements and contracts of significance in relation
fo the Group's business to which the Company's subsidiaries or fellow
subsidiaries was a party and in which Director of the Company and the
Director's connected party had a material interest, whether directly or
indirectly, subsisted at the end of the Reporting Year or at any time
during the Reporting Year.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

As at the date of this report, Mr. lei Hong Wai (Chairman and
executive director of the Company) and Mr. Cheung Kwok Wai Elton
(Vice Chairman and executive director of the Company) have interest in
approximately 25.99% and 15.29%, respectively, of the issued share
capital of Eternity Investment Limited (stock code: 764, a company
listed on the Main Board of the Stock Exchange engaging in sale of
financial assets, property investment, money lending, and design and
sale of jewelry products, through themselves and their beneficial inferests
in Twin Success International Limited. In addition, Mr. lei Hong Wai is
the chairman of the board of directors and an executive director and
Mr. Cheung Kwok Wai Elton is an executive director of Eternity
Investment Limited. Therefore, Eternity Investment Limited competes with
the Group's money lending business and investment in financial
instruments business.

As at 31 December 2021, save as mentioned above, the Directors
were not aware of any business or interest of each Director,
management shareholder and their respective associate, that competes
or may compete with the business of the Group and any other conflict of
interest which any such person have or may have with the Group.
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DIRECTORS" AND CHIEF EXECUTIVE'S INTERESTS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

At 31 December 2021, the interests of the directors and the chief
executive and their associates in the shares, underlying shares and
debentures of the Company and its associated corporations, as
recorded in the register maintained by the Company pursuant fo Section
352 of the Securities and Futures Ordinance, or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers, were as follows:

Long positions in ordinary shares of HK$1.00 each of the
Company

EERFETHRAERRS - HER
HBRES 2R
REZZE-—F+-A=+—8  BARAIREE
FREBEGPIEIS2GFE 2 B M st - 2k
BARFIRBRMRIE EMETAZESETES
R IZETHREBRN EELETETHAR
RS 7 Be AR AR R R EARRESEE 2 i 5 -
AR MEH R A 2R T

ARAREBRAE-HETBEAEBRZFR

Percentage of

Number of the issued share

issued ordinary capital of

Name of director Capacity shares held the Company
BEzZE#1T EARARE T

EEHE 54 ZER#E RAB DL
M. Llei Hong Wai Beneficial owner 57,463,636 7.46%

TR A EmERA

Other than as disclosed above, none of the directors, chief executive
nor their associates had any inferests or short positions in any shares,
underlying shares or debentures of the Company or any of its associated
corporations af 31 December 2021.
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EFERE

SUBSTANTIAL SHAREHOLDERS

At 31 December 2021, the register of substantial shareholders p—=—
maintained by the Company pursuant fo Section 336 of the Securities
and Futures Ordinance shows that the following shareholders had

notified the Company of relevant interests in the issued share capital of

the Company.

FERR

(a) Long positions in ordinary shares of HK$1.00 each of (a)

the Company

—F+ZA=+t—H ARQFIREZES
KHAEHPIEISOGFE 2 T ERRECMAETR
TR HREEARARBCHTRAZE@ER
HMEARRQA -

AATREBREE-HTETEAEBERZ

"R

Percentage of

Number of the issued share

issued ordinary capital of

Name of shareholder Capacity shares held the Company

BEZBE#T EARABE T

REEH 3% EBEREA RABE DL

Eternity Finance Group Limited Beneficial owner 163,262,824 21.19%
KIEFFEEBFR AT EHERA

Riche (BVI) Limited Inferest in a controlled corporation 163,262,824 21.19%

REEE R
Eternity Investment Limited Inferest in a controlled corporation 163,262,824 21.19%

KIEREEIREBRAA]

Notes:

R AE L o

These Shares were registered in the name of Eternity Finance Group
Limited, a wholly-owned subsidiary of Riche (BVI) Limited, which in turn is
wholly-owned by Efernity Invesiments Limited, the shares of which are listed
on the Main Board of the Stock Exchange under stock code: 764.

PRSI BERAR

e

ZERMAKEVBEEERAR ZERERL -
H ARiche (BVI) Limited 2 2 & M B A A] * i Riche
(BVI) Limited IR KB RIEIREBR AR 2 EH#ER -
XIBRBIREGR AR ZRMDNEZFER M

(AR = 764) »
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(b) Convertible bonds

(b) WRES

Number of

convertible Number of
Name of shareholder Capacity bonds held  underlying shares

BFRZTHREK
REEHE =37 BE5HE HEROHE
Heng Tai Finance limited Beneficial owner 72,300,000 72,300,000
EHERA

Heng Tai Consumables Group Limited  Inferest in a controlled corporation 72,300,000 72,300,000
TRHEEMEEBR AR R LB R
Notes: Hiat -

These convertible bonds were registered in the name of Heng Tai Finance
Limited, a wholly-owned subsidiary of Heng Tai Consumables Group
Limited, the shares of which are listed on the Main Board of the Stock
Exchange under sfock code: 197.

Save as disclosed above, as at 31 December 2021, the Directors are
not aware of any other person or corporation having an interest or short
position in shares and underlying shares of the Company or its
associated corporation(s) which would require to be recorded in the
register required to be kept by the Company pursuant fo section 336 of
Part XV of the SFO.
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EEERE

DISCLOSURE PURSUANT TO RULE 13.13 OF THE
LISTING RULES

As at 31 December 2021, the outstanding balance of the loan made
by the Group fo the following borrowers, all are independent third party
customers, which exceeds 8% under the assets ratio defined under Rule
14.07(1) of the Listing Rules.

BiE L HRAE 1313 HRELEE

R-ZT-—F+=-A=+—H ' AQFMATE
RN EEEBLEZABPIEHERZKEE
FREE M2 SHBEH EWARRE 14.0701) &R
AREEELRZENZ/\ °

Gross Allowance Details refers
Interest rate carrying for ECL  Net carrying to the announcement
Borrower per annum amounts recognised amounts of the Company dated
MEER
RBEEEE RERXB TS BEHZ
BRA FR= HBAREE FHR 2 BB FEREE NEFRFE
HK$'000 HK$'000 HK$'000
THIT THTT TR
Yuen Hoi Po 8% 60,828 (60,828 - 4 July 2018 and 8 July 2020
REK —E-NFEAWEARK
I AN =
He Jianmin 12% 67,865 [67,865] - 3 Oclober 2019
2R —ZE-NFTA=H
Chan Koon Wa Q% 50,245 (468) 49777 6 December 2020
PR 5 —TEF+AKH

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

There is no change to the information of the Directors during the year
ended 31 December 2021 and up fo the date of this report.

PRE-EMPTIVE RIGHTS

In the event that the Company issues, otherwise than pursuant fo the Old
Scheme and the Scheme, for cash consideration of any new shares or
securities (including options and warrants) in the Company convertible
info ordinary shares (the “New Issue Securities”), the holders of the
Company's preference shares [the “Preference Shares”] are entitled to
subscribe, or procure subscribers to subscribe, for all or part of the New
Issue Securities. Any New Issue Securifies not subscribed for by the
holders of Preference Shares may be subscribed for by the holders of
ordinary shares in the Company upon terms and conditions no more
favourable than those offered to the holder of Preference Shares.

BB EFRAIZI351B)) KRBE
g g
REZE-_E-_—F+-_A=+—"BILFENKESR
AREBH  EFEREEED -

BrRERRE

AR FERIFER B KLt @ MBEITEMA
REZFRIA RS SEBRES (RREBRE
KRR HERE ) AR 2 R E ([#r#1T8%]) - Bl
ARmzBEBR(TEERDFHEAGERBRRE
ERBARBEIMAMY 2FEITRES < (EAIL
AHBEBEFAEARBZHBRTESAHART]
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MANAGEMENT CONTRACTS

Other than the confracts of service with the Directors or any persons
engaged in the fulltime employment of the Group, no confracts
concerning the management and administration of the whole or any
substantial part of the business of the Group were entered info or existed
during the Year.

MAJOR CUSTOMERS AND SUPPLIERS

The percentage of sales and purchases atfributable to the Group's
largest customers and suppliers are as follows:

EEEN

EAEEN  ARTRREFIAAERAETL
BT AL FETZREA DN - BEmaE
AEE Y BB AEBHD L2 EERTHR
ST RREAETAL -

FERFRMEER

AEBREREPREREMAEZHERRETD
LLanR

For the For the

year ended year ended

31 December 31 December

2021 2020

BZE #H=

s —ZEZEF

+=B=+—H +t+-A=+—H

LHFEE IEFE

% %

— the largest customer - AR 3 Q
— five largest customers combined — BAEFAEE 11 31
— the largest supplier — XAHER 27 49
— five largest suppliers combined — AAHEREET 70 74

No Direcfors or their associates (as defined in the Listing Rules) and no
shareholders (which to the knowledge of the directors own more than 5%
of the Company's share capital] had an interest in the major suppliers or
customers nofed above.

AUDIT COMMITTEE

The Audit Committee had reviewed (together with the management and
external auditor) the accounting principles and policies adopted by the
Group and the audited consolidated financial statements for the year
ended 31 December 2021.

56 China Healthwise Holdings Limited ~ Annual Report 2021

EEFURFLHEALT(ERR LR K&
R (ERESHMA - FEARBRABD 2R
ErBRBERE DR BHERRE, 2 -

BRERES

EFEE S0 RERE B RAAEN A EE
2 B RARREARRE B —F+=
A=+ RLEE2 EBREANBES -



Report of the Directors
EEERE

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received from each Independent Non-executive
Director an annual confirmation of his independence pursuant fo Rule
3.13 of the Llisting Rules. The Company considers that all of the
Independent Non-executive Direcfors are independent.

CHANGE OF AUDITORS

BDO Llimited has resigned as the auditor of the Company with effect
from 23 July 2020. HIB Hodgson Impey Cheng Limited has been
appointed as the auditor of the Company with effect from 27 July 2020
to fill the casual vacancy.

HLB Hodgson Impey Cheng Limited shall retire in the forthcoming annual
general meeting of the Company and, being eligible, will offer
themselves for re-appoiniment. A resolufion for the re-appointment of HLB
Hodgson Impey Cheng Limited as auditor of the Company will be
proposed at the forthcoming annual general meeting.

RELATIONSHIPS WITH EMPLOYEES, CUSTOMERS
AND SUPPLIERS

The Company is committed to maintaining, and has maintained good
relationships with, its employees, customers and suppliers with a view to
fostering better mutual understanding and/or a sense of belonging
towards the Company. This is conducive fo implementing the Group's
strafegies and business objectives, as well as the Group’s business
development and sustainability in the long term.

ENVIRONMENTAL POLICIES AND PERFORMANCE

As a responsible corporation, the Company is committed to profecting
the environment in the areas where we operate. To ensure our business
development and sustainability, the Company endeavors fo comply with
the laws and regulations regarding environmental profection and fo
adopt effective measures fo achieve efficient use of resources, energy
saving and waste reduction.

BMYFHITES 2B YN
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SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of its Direcfors as at the lafest practicable date
prior to the issue of this report, the public float of the shares of the
Company is sufficient to meet the minimum level as prescribed in the
Listing Rules.

AUDITORS

The financial statements have been audited by HIB Hodgson Impey
Cheng Limited who will retire and, being eligible, offer themselves for
re-appointment. A resolution for the appointment of HLB Hodgson Impey
Cheng limited as audifors of the Company will be proposed at the
forthcoming annual general meeting.

CORPORATE GOVERNANCE

The Company’s corporate governance principles and practice are set
out in the Corporate Governance Report on pages 25 to 40 of this
Annual Report.

On behalf of the Board
China Healthwise Holdings Limited

Lei Hong Wai
Chairman and executive Director

28 March 2022
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Independent Auditors’ Report
W BE RS

HLB) B #7 & @ ¥ % ot 4 mo 4
HODGSON IMPEY CHENG LIMITED

TO THE SHAREHOLDERS OF CHINA HEALTHWISE HOLDINGS
LIMITED
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of China
Healthwise Holdings Limited (the "Company”) and its subsidiaries
(collectively referred to as the "Group”) set out on pages 65 to 208,
which comprise the consolidated statement of financial position as at 31
December 2021, and the consolidated statement of profit or loss and
other comprehensive income, the consolidated statement of changes in
equity and the consolidated sfatement of cash flows for the year then
ended, and notes fo the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, the consolidated financial statements give a frue and fair
view of the consolidated financial position of the Group as at 31
December 2021, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards ("HKFRSs") issued by the
Hong Kong Institute of Certified Public Accountants ("HKICPA") and
have been properly prepared in compliance with the disclosure
requirements of the 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 Audifors’ 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 fo provide a basis for our opinion.
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KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole,

BRRELEE

BMREZFEEREES 2BEHE  HAHK

BUBBRRIBREAEEZEH  HEFHEE
EEERECRAVBHRRIL AR RRETT

RER) > BEETEHELFREHREBLER -

and in forming our opinion thereon, and we do not provide a separate

opinion on these matters.

Key audit matter

BREREE

Expected credit losses (“ECL”) assessment on loan
receivables

BRER:ARFEER (RNFEER]FME

Refer to Note 23 to the consolidated financial statements.

F2REE M MR 23 -

At 31 December 2021, the carrying amounts of loan
receivables was approximately HK$138,572,000.
Accumulated allowance for ECL of approximately
HK$161,965,000 was provided for loan receivables.

RZEBEZ—F+ZA=+—H EHREREAEBELHR
—E=F N \BREtEtE-_TFTEx  EMEWERTIRE
BEEEEZFARBL BT BT RERTET-

During the year ended 31 December 2021, allowance for
ECL of approximately HK$102,606,000 was recognised
for loan receivables.
HE_Z-_—F+_RA=+—BILFE EREKER
BREHEEEREBN R -_atBZTET-

At each reporting dafe, the Group assesses whether there
has been a significant increase in credit risk for exposures.
The Group considers reasonable and supportable
information including historical and forward-looking
information that is relevant and available without undue cost
or effort for this purpose.

MEREEH - EXEFEEERREDAELM - K
EEZRETERNLNETEEXRASB N TEFZE
BRAFXFZEMBER  BREBENAEMLEER

We identified ECL assessments on loan receivables as a key
audit matter due fo use of significant judgment and esfimates.
EERERRERZEHEEBRTLINREREZSE
B REREDERERAE L& -

60 China Healthwise Holdings Limited ~ Annual Report 2021

How our audit addressed the key audit matter

EEEREREERZAN

Our procedures in relafion fo management’s ECL assessment on
loan receivables included:
BEENEEEHRKETIEL 2 BHEEBRMEET R
Fr B4k

Understanding the credit control procedures performed by
management, including ifs procedures on periodic review
of loan receivables and ECL assessment on loan
receivables:

THREBEMETEEEZEREF  BREBHEKER
MEWE Rz HEEEBEN G2 T HEEERF

Checking, on a sample basis, the accuracy of aging
profile of loan receivables to the underlying agreements;

2 3% A0 A thp i T R B PR M B R B e 2 BN

Checking, on a sample basis, the subsequent setlement of
loan receivables to bank receipts; and

BRI B WS TR SRTT YR 2 IR AEE - )

Assessing the appropriateness of the ECL provision
methodology, examining the key data inputs on a sample
basis fo assess their accuracy and completeness, and
challenging the assumptions, including both historical and
forward-looking information, used to determine the ECL.
AHMEEREEEBRRGIARREE  MEMREBA
HBEANFEHERSER TR YERANETCRSE
EBIEMARE  BRELRATRLEER -

We found that the management judgement and estimates used
in ECL assessment on loan receivables were supportable by
available evidences.
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OTHER INFORMATION

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

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

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

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

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

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

The Audit Committee is responsible for overseeing the Group's financial
reporting process.
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AUDITORS’ 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 auditors’
report that includes 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 defect 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 fo influence the economic decisions
of users taken on the basis of these consolidated financial statements.

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

We also:

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

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

e Evaluate the appropriateness of accounting policies used and the

reasonableness of accounting estimates and related disclosures
made by the directors.
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AUDITORS’ RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (Continued)

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

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

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

We communicate with the Audit Committee regarding, among other

matters, the planned scope and timing of the audit and significant audit

findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide the Audit Commitiee with a statement that we have

complied with relevant ethical requirements regarding independence,
and fo communicate with them all relationships and other matters that

may reasonably be thought fo bear on our independence, and where

applicable, actions taken to eliminate threats or safeguards applied.
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Independent Auditors’ Report
I BE RS

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

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

The engagement director on the audit resulting in this independent
auditors’ report is Hon Koon Fai, Alex.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Hon Koon Fai, Alex
Practising Certificate Number: PO5029

Hong Kong, 28 March 2022
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
FARSRAMEZERER

For the year ended 31 December 2021

HE=ZT-—Ft+t=A=+—HIFE

2021 2020
— ZEITHF
Notes HK$'000 HK$'000
i3 FET T
Continuing operations FREEXEE
Revenue WA 6 170,079 137,853
Cost of sales 4 & BN (79,085) (76,797
Gross profit EF 90,994 61,056
Other income, gains and losses, net HEmA - W REE - 558 7 (15,146) 1,253
Selling and distribution expenses HENDHESTH (31,083) (30,030)
General and administrative expenses —MRITEHE R (33,090) (34,642)
Finance costs BE AR ? (6,410) (18,847
Impairment loss under expected BHEEEERELETZ
credif loss model BEEE (102,606) (48,692
Impairment loss on property, M - B MREREEE
plant and equipment 15 (21¢) (166)
Impairment loss on right-of-use assefs A ERERR 16 (3,023) (2,861)
Loss before income tax from REFEKEEK
continuing operations TSR AR 8(a) (100,580) (72,929)
Income fax [expense)/credit FTi58 (X)), & 10 (2,466) 3,648
Loss for the year from FRARBFHE
continuing operations REEB 2 B8 (103,04¢) (69,281)
Discontinued operation BRIEREEK
Profit for the year from FAXBERIE
discontinued operation TG 2 R M 8(b) - 44,059
loss for the year FAEIE (103,046) (25,222)
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

FERaERAtMRERER
For the year ended 31 December 2021 #HZE_ZE_—F+_A=+—HIFE

2021 2020
—E-—F —E-TF
Note HK$'000 HK$'000
k=3 FET THETT
Other comprehensive (loss)/income, HRBEEEMEE
net of tax (B518), W
ltems that may be reclassified subsequently B 1 AJgt @ E# 782
fo profit or loss: BmsHA -
Exchange differences arising from BREBINEBEEZ
translation of foreign operations b 5, = RR (181) 20
Exchange differences reclassified to profit ~ W& /BINEREE HIEE
or loss upon disposal of a foreign Bz 2 BN EE
operation 30 - (188)
Other comprehensive loss for the year, FARMBRTIAR
net of tax Hi 2 HEEE (181) (168)
Total comprehensive loss for the year FAEEEEERE (103,227) (25,390)
(Loss)/profit for the year atiributable to: IUTATEEFR
(E18),mA :
Owners of the Company RARERA
— from continuing operations — KA EREER (103,046) (69,281)
— from discontinued operation — REERIEREFET = 44,059
(103,046) 25,222)
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
FARSRAMEZERER
For the year ended 31 December 2021 #HZE_ZE_—F+_A=+—HIFE

2021 2020
s —EZEF
Note HK$’000 HK$'000
i3 FET T
Total comprehensive [loss)/income AR AT B
affributable to: 2HE(EE), WAL
Owners of the Company PA/NSIEZS DN
— from continuing operations — REFELEES (103,227) (69,261)
— from discontinued operation — REBERIEKEER - 43,871
(103,227) (25,390)
Loss per share attributable to owners of REFELEEBRORILERE
the Company from confinuing and E S WNGIE DN Y
discontinued operations BhixE1E
— Basic and diluted — BERR#EE (13.37) (3.25)
12 cents Bl cents Il
Loss per share aftributable to owners of REFEREEG 2 A RRER
the Company from continuing operations A JE{E &% E518
— Basic and diluted — BERREE (13.37) (8.94)
12 cents Bl cents Il
Earnings per share attributable to KECRIEEEEB ZART]
owners of the Company from BEARGEERET
discontinued operation
— Basic and dilufed — BERREE - 5.69
12 cents &l cents B 11l
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Consolidated Statement of Financial Position

BAMBRAR
As at 31 December 2021 WM-_ZE-_—®+_-_A=+—H
2021 2020
T-—F —E-THF
Notes HK$'000 HK$'000
M5 F&ET FET
ASSETS AND LIABILITIES EERERE
Non-current assets kRBEE
Property, plant and equipment Yz - B N 15 230 395
Rightof-use assets FREESE 16 2,284 3,100
Financial assets at fair value Through BRATEFAERCERMEE
profit or loss 20 2,400 2,611
Deferred tax assets EERIBEE 27 1,142 3,608
Lloan receivables TEWE I 23 106,180 135,978
112,236 145,692
Current assets REEE
Inventories FE 21 60,713 47,964
Trade and other receivables, deposits FEWE 5 B8R 3R N E b g W pkoE
and prepayments e MIERFIE 22 11,843 13,569
Lloan receivables FEINE TR 23 32,392 87,136
Financial assets at fair value Through BRATEFABRCERMEE
profit or loss 20 56,904 105,088
Cash and cash equivalents HERESEEY 24 40,007 34,829
201,859 288,586
Current liabilities RBEE
Trade and other payables and eI E 5 AR R M B At FE 5 5K IR
accrued charges K IEETE 25 26,610 20,325
Lease liabilities HEaE 16 5,135 6,175
Borrowings BE 26 12,036 20,000
Tax payable [JEEAFH IR 3,562 3,847
Convertible loan notes AR EREE 35 72,300 -
119,643 50,347
Net current assets REBEEZE 82,216 238,239
Total assets less current liabilities BEERRBAR 194,452 383,931
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Consolidated Statement of Financial Position
FeMEBERAE

As at 31 December 2021

R_E_—F+-_A=+—~H

2021 2020
=B —F —E-ERF
Notes HK$'000 HK$'000
ihg=s FH&T FHT
Non-current liabilities FRBAE
Lease liabilities HEBE 16 1,388 2,140
Convertible loan notes AR EREE 35 = 85,500
1,388 87,640
Net assets EESHE 193,064 206,291
EQUITY R
Share capital P& A 28 7,705 770,481
Reserves [ 185,359 (474,190)
Total equity mrER 193,064 296,291

The consolidated financial statements were approved and authorised for
issue by the board of directors on 28 March 2022 and are signed on its

behalf by:

Lei Hong Wai
e
Director

EF

The accompanying notes form an integral part of these consolidated

financial statements.

REMBHRENR-_T-_—_F=-A=-+/\BEE=S
SHUERRETE - XA TIESFRREE

Tse Chi Keung
HER
Director

EE

BEM PN AT AL SR A M ISR 2 MR D

PRSI BERAR

T —F3R
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Consolidated Statement of Changes in Equity

ReEESEBERER

For the year ended 31 December 2021

BE-_E-—F+-_A=+—HILEE

(Accumulated

Convertible Exchange losses)/
Share Share loan notes — fluctuation retained
capital premium equity reserve reserve profits Total
GIE:T.0
BEREE - (REtEE)/
R BipEHE BREEE ELRDEE REEF Fob
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET FET
[Note 28)
(Ffi3E 28)
At 1 January 2020 RZZT=ZTF—HF—H 786,546 337,166 19,835 11,242 (828,1106) 326,673
Exchange differences arising on BREFINEBEECEEZSR
translation of foreign operations - - - 20 - 20
Exchange differences reclassified to REEENEBRENHDEE
profit or loss upon disposal of BmEREE
a foreign operation - - - (188) - (188)
Loss for the year FEREE - - - - (25,222) (25,222)
Total comprehensive loss for the year FRNRAEBIERE - - - (168 (25,222) (25,390)
Repurchase and cancellation of shares BE O] N s B AR 1D [16,065) - - - 11,073 14,992
At 31 December 2020 and R-E_TF+_-_A=+—H
1 January 2021 —E-—%—A—H 770,481 337,166 19,835 11,074 (842,265) 296,291
Exchange differences arising on BREBINERELEZEREZRE
translation of foreign operations - - - (181) - (181)
Loss for the year FREE - - - - (103,046) (103,046)
Total comprehensive loss for the year FARAEHEEIBEEE - - - (181) (103,0406) (103,227)
Capital reorganisation (Nofe 28(c)) EAREA (KL 28(c)) [762,776) (311,491) - - 1,074,267 -
At 31 December 2021 WZEZ—F+=A=+—H 7,705 25,675 19,835 10,893 128,956 193,064

Nature and purpose of reserves are disclosed in Note 31 to the

consolidated financial statements.
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Consolidated Statement of Cash Flows
FEaReRER

For the year ended 31 December 2021 #HZEZZT=-—F+-_A=+—HIEFE

2021 2020
s —EZEF
Notes HK$’000 HK$'000
ihg=s FH&T FHT
Operating activities RExK
Loss before income tax from REFELEER 2
continuing operations B P 1S 15 Bl &5 48 (100,580) (72,929)
Profit before income tax from REERIEEEHER 2
discontinued operation BRPT1S T A& A = 46,040
(100,580) (26,889)
Adjustments for: BLATIEE R
Interest income ESR'ON 7 - (8)
Inferest expenses FEMAX 8(b), @ 6,410 19,047
Depreciation of property, M - BEREBITE
plant and equipment 15 309 1,557
Depreciation of rightof-use assets PREEENE 16 3,889 9,030
Impairment loss on property, M - BB RREREEE
plant and equipment 15 216 166
Impairment loss on rightof-use assets ER#EEERERBE 16 3,023 2,861
Impairment loss on trade and JEUNE 5 R A % H b fE Uk k1R
other receivables RIEEE 22 = 35
Impairment loss on loan receivables, net U E R EEEFE 23 102,606 48,657
Loss on partial redemption of HoBER MR EFER 2 EE
convertible loan notes 7 = 1,248
Gain on disposal of subsidiaries, net HEMB AR 2 W F58 30 - (46,227)
Covid-19-related rent concession Covid- 19 HEIE € R % 7 (152) (2,107)
Loss on written off of property, WY - BB LR EEE
plant and equipment 7, 8(b) - Q
Fair value loss on financial assets BAVERABRZ
at fair value through profit or loss, net TREEZNFE
=iV 7 15,300 5,409
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Consolidated Statement of Cash Flows

FeEReRER

For the year ended 31 December 2021

HE_ZT - —F+_A=+—HIEFE

2021 2020
—E-—fF —E-THF
Notes HK$’000 HK$'000
k=3 FEx THETT
Operating cash flows before working BEENSHR 2 RLESRE
capital changes 31,021 13,688
Increase in inventories FEE M (12,749) (487)
Decrease/increase) in trade and other FEWE SR K B e UG R
receivables, deposits and prepayments ?E%&?QH%IEWQ/@ED) 1,726 (79,752
Increase in loan receivables FEW E FRIE N (18,064) (7,940
Increase in trade and other payables FEFS B 2 8RR R A FE - 5RIE K
and accrued charges FEEHE RN 7,339 62,995
Decrease in financial assefs af fair value B AFEFTAEZEZ
through profit or loss TREERD 33,095 24,762
Cash generated from operafions REXRBRB/ZES 42,368 13,266
Inferest received =R &IPS - 8
Income tax paid B PTEH (285) (1,284)
Net cash generated from RETHRA/ZHSFH
operating activities 42,083 11,990
Investing activities REED
Purchase of property, plont and equipment BB % - = K& & 15 (360) (4,518)
Decrease in pledged bank deposits EIRBITF IR = 8,190
Net cash outflow arising on disposal of HEMNBRAREEZRE
subsidiaries R 30 = (2,176)
Net cash (used in)/generated from BREEE (FTA), iz
investing activities R&FHE (360) 1,496
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Consolidated Statement of Cash Flows
FaBeRER

For the year ended 31 December 2021 #HZE_ZE_—F+_A=+—HIFE

2021 2020
- —EoTF
Notes HK$'000 HK$'000
k=3 FHET THETT
Financing activities BEER
Interest paid EFE 36 (7,464 (8,476
New borrowings AR 36 - 32,068
Repayment of borrowings BEER 36 (7,964) -
Repayment of convertible loan notes EETBRERERERE 36 (13,200) (34,500)
Repurchase of shares M 17 (Bl 28 = (4,281)
Repayment of principal portion of EBEREaG AL
lease liabilities 36 (7,736) (10,560)
Net cash used in financing activities MEETETAZRESFEE (36,364) (25,749)
Net increase/(decrease) in cash and ReRESEEY
cash equivalents #n, ORd) B 5,359 (12,263)
Effect of foreign exchange rate changes  /MEE RE &)~ & (181) 20
Cash and cash equivalents at FHUZEERBEEZEY
the beginning of the year 34,829 47,072
Cash and cash equivalents at FRZEERBAEEZEY
the end of the year 40,007 34,829
Represented by: 15
Cash and cash equivalents HE RIBSEEY 24 40,007 34,829
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Notes to the Consolidated Financial Statements
FEaMEREME

For the year ended 31 December 2021 #HEZZE-_—F+-_A=+—HIEFE

74

ORGANISATION AND OPERATIONS
China Healthwise Holdings Limited 9 BI%5 BE {2 FRIZAX B R A 7

(the “Company”] is a limited liability company incorporated in the
Cayman Islands. lts shares are listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”).
The address of its registered office is P.O. Box 309, Ugland
House, Grand Cayman, KY1-1104, Cayman lIslands, and the
principal place of business of the Company is at Unit 1209, Shun
Tak Centre, West Tower, 168-200 Connaught Road Cenfral,
Hong Kong.

The Company is an investment holding company and principally
engaged in investment in financial instruments. lts subsidiaries
(fogether with the Company referred to as the "Group”) are
principally engaged in sale of Chinese health products, money
lending business and investment in financial instruments. The
Group was also engaged in sale of Own Brand Manufacturing
["OBM") toys which was discontinued during the year ended 31
December 2020.

The principal activities of ifs subsidiaries are set out in Note 19 to
the consolidated financial statements.

The consolidated financial statements are presented in Hong Kong
dollars ("HK$"), which is the same as the functional currency of
the Company and all amounts are rounded fo the nearest

thousand (HK$'000) except otherwise indicated.
Details of the substantial shareholders of the Company are

disclosed in the section headed “Substantial Shareholders” in the
Report of the Directors of the annual report.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2021

& M H R

BE-T-—F+-AST-ALTE

2. APPLICATION OF AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs")

(a)

Amendments to HKFRSs that are mandatorily
effective for the current year

In the current year, the Group has applied the following
amendments to HKFRSs issued by the Hong Kong Institute of
Certified Public Accountants ["HKICPA") for the first time,
which are mandatorily effective for the annual period
beginning on or after 1 January 2021 for the preparation of
the consolidated financial statements:

Interest Rate Benchmark Reform

— Phase 2

Amendments to HKFRS 9,
HKAS 39, HKFRS 7,
HKFRS 4 and HKFRS 16

In addition, the Group has early applied the Amendment to
HKFRS 16 Covid-19-Related Rent Concessions beyond 30
June 2021.

Except as described below, the application of the
amendments to HKFRSs in the current year has had no
material impact on the Group's financial positions and
performance for the current and prior years and/or on the
disclosures set out in these consolidated financial statements.

Impacts on early application of Amendment to HKFRS 16
Covid-19-Related Rent Concessions beyond 30 June 2021

The Group has early applied the amendment in the current
year. The amendment extends the availability of the
practical expedient in paragraph 46A of HKFRS 16 leases
by one year so that the practical expedient applies fo rent
concessions for which any reduction in lease payments
affects only payments originally due on or before 30 June
2022, provided the other conditions for applying the
practical expedient are met.

The application of this amendment has had no material
impact on the Group’s financial positions and performance
for the current and prior years.

(a)
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Notes to the Consolidated Financial Statements

& M3 8 R

For the year ended 31 December 2021 #HZE_ZE_—F+_A=+—HIFE

2. APPLICATION OF AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS

("H KFRSS") (Continued)

(b) New and amendments to HKFRSs in issue but not

yet effective

The Group has not early applied the following new and

amendments to HKFRSs that have been issued but are not

yet effective:
HKFRS 17
Amendments to HKFRS 3

Amendments to HKFRS 10
and HKAS 28

Amendments to HKAS 1

Amendments to HKAS 1 and

HKFRS Practice
Statement 2
Amendments to HKAS 8

Amendments to HKAS 12

Amendments to HKAS 16

Amendments to HKAS 37

Amendments to HKFRSs

2022.
2023.

be determined.

Insurance Contracts and the related
Amendments?

Reference fo the Concepiual
Framework’

Sale or Contribution of Assets between
an Investor and its Associate or
Joint Venture®

Classification of Liabilities as Current
or Non-current and related
amendments fo Hong Kong
Interpretation 5 {2020)?

Disclosure of Accounting Policies?

Definition of Accounting
Estimates?

Deferred Tax related to Assets
and Liabilities arising from
a Single Transaction?

Property, Plant and Equipment —
Proceeds before Intended Use!

Onerous Contracts — Cost of Fulfilling
a Contract’

Annual Improvements fo HKFRSs
2018-2020'

Effective for annual periods beginning on or after 1 January
Effective for annual periods beginning on or after 1 January

Effective for annual periods beginning on or after a date to

The direcfors anticipate that the application of all new and

amendments to HKFRSs will have no material impact on the

consolidated financial statements in the foreseeable future.
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Notes to the Consolidated Financial Statements

& M H R

For the year ended 31 December 2021 #HZEZZT-——F+-_A=+—HIEFE

BASIS OF PREPARATION

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. For the purpose
of preparation of the consolidated financial statements, information
is considered material if such information is reasonably expected
fo influence decisions made by primary users. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”) and by the disclosure
requirement of the Hong Kong Companies Ordinance.

The directors have, at the time of approving the consolidated
financial statements, a reasonable expectation that the Group has
adequate resources fo confinue in operational existence for the
foreseeable future. Thus, they continue to adopt the going concem
basis of accounting in preparing the consolidated financial
statements.

The consolidated financial statements have been prepared under
the historical cost basis except for financial assets at fair value
through profit or loss ("FVTPL"), which are measured at fair values
as explained in the accounting policies set out below.

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

Fair value is the price that would be received to sell an asset or
paid to fransfer a liability in an orderly transaction between market
participants at the measurement date, regardless of whether that
price is direclly observable or estimated using another valuation
technique. In estimating the fair value of an asset or a liability, the
Croup fakes info account the characteristics of the asset or liability
if market participants would take those characterisfics info account
when pricing the asset or liability af the measurement date. Fair
value for measurement and/or disclosure purposes in these
consolidated financial statements is determined on such a basis,
except for share-based payment transactions that are within the
scope of HKFRS 2 Share-based Payment, leasing fransactions that
are accounted for in accordance with HKFRS 16, and
measurements that have some similarities to fair value but are not
fair value, such as net realisable value in HKAS 2 Inventories or
value in use in HKAS 36 Impairment of Assets.

For financial instruments which are fransacted at fair value and a
valuation technique that unobservable inputs is to be used to
measure fair value in subsequent periods, the valuation technique
is calibrated so that at initial recognition the results of the valuation
technique equals the transaction price.

ERE
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BASIS OF PREPARATION (Continved)

In addition, for financial reporting purposes, fair value

measurements are categorised info Level

1, 2 or 3 based on the

degree to which the inputs fo the fair value measurements are

observable and the significance of the inputs to the fair value

measurement in its entirety, which are described as follows:

level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity can
access at the measurement date;

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

either direcﬂ\/ or indirecﬂ\/; and

level 3 inputs are unobservable inputs for the asset or

liability.

SIGNIFICANT ACCOUNTING POLICIES

(a)

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities controlled
by the Company and ifs subsidiaries. Control is achieved
when the Company:

° has power over the investee;

e s exposed, or has rights, to variable returns from its
involvement with the investee; and

° has the ability to use its power to affect its refurns.

The Group reassesses whether or not it confrols an investee
if facts and circumstances indicate that there are changes fo
one or more of the three elements of control listed above.

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

(a)

Basis of consolidation (Continued)

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

All intragroup assefs and liabilities, equity, income,
expenses and cash flows relating fo fransactions between
members of the Group are eliminated in full on
consolidation.

Changes in the Group's interests in existing subsidiaries

When the Group loses control of a subsidiary, the assets
and liabilities of that subsidiary and non-controlling interests
(if any] are derecognised. A gain or loss is recognised in
profit or loss and is calculated as the difference between (i)
the aggregate of the fair value of the consideration received
and the fair value of any retained interest and (ii] the
carrying amount of the assets (including goodwill], and
liabilities of the subsidiary attributable to the owners of the
Company. All amounts previously recognised in other
comprehensive income in relation to that subsidiary are
accounted for as if the Group had directly disposed of the
related assets or liabilities of the subsidiary (i.e. reclassified
fo profit or loss or fransferred to another category of equity
as specified/permitted by applicable HKFRSs). The fair
value of any investment refained in the former subsidiary af
the dafe when control is lost is regarded as the fair value on
initial recognition for subsequent accounting under HKFRS @
Financial Instruments or, when applicable, the cost on initial
recognition of an investment in an associate or a joint

venture.
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80

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b)

Business combinations or asset acquisitions
Opﬁonol concentration fest

The Group can elect to apply an optional concentration
fest, on a transaction- by-transaction basis, that permits a
simplified assessment of whether an acquired set of acfivifies
and assefs is not a business. The concentration fest is met if
substantially all of the fair value of the gross assefs acquired
is concentrafed in a single identifiable asset or group of
similar identifiable assets. The gross assets under assessment
exclude cash and cash equivalents, deferred tax assets, and
goodwill resulting from the effects of deferred fax liabilities.
If the concentration test is met, the set of activities and assets
is defermined nof to be a business and no further assessment
is needed.

Asset acquisitions

When the Group acquires a group of assets and liabilities
that do not constitute a business, the Group identifies and
recognises the individual identifiable assefs acquired and
liabilities assumed by allocating the purchase price first to
financial assets or financial liabilities at the respective fair
values, the remaining balance of the purchase price is then
allocated to the other identifiable assets and liabilities on
the basis of their relafive fair values at the date of purchase.
Such a fransaction does not give rise to goodwill or bargain
purchase gain.

Business combinations

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values of
the assets transferred by the Group, liabilities incurred by
the Group fo the former owners of the acquiree and the
equity inferests issued by the Group in exchange for confrol
of the acquiree. Acquisition-related costs are generally
recognised in profit or loss as incurred.

Except for cerfain recognition exemptions, the identifiable
assefs acquired and liabilities assumed must meet the
definitions of an asset and a liability in the Framework for
the Preparation and Presentation of Financial Statements
(replaced by the Conceptual Framework for Financial
Reporting issued in October 2010).
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4. SIGNIFICANT ACCOUNTING POLICIES (Continved)

(b)

Business combinations or asset acquisitions
(Continued)

At the acquisition date, the identifiable assefs acquired and

the liabilities assumed are recognised at their fair value,

except that:

deferred tax assets or liabilities, and assets or
liabilities related to employee benefit arrangements
are recognised and measured in accordance with

HKAS 12 Income Taxes and HKAS 19 Employee

Benefits respectively;

liabilities or equity instruments related to share-based
payment arrangements of the acquiree or share-based
payment arrangements of the Group entered into to
replace share-based payment arrangements of the
acquiree are measured in accordance with HKFRS 2
at the acquisition date [see the accounting policy
below):

assets [or disposal groups) that are classified as held
for sale in accordance with HKFRS 5 Non-current
Assets Held for Sale and Discontinued Operations are
measured in accordance with that standard; and

lease liabilities are recognised and measured af the
present value of the remaining lease payments [as
defined in HKFRS 16) as if the acquired leases were
new leases at the acquisition date, except for leases
for which (a) the lease term ends within 12 months of
the acquisition date; or (b) the underlying asset is of
low value. Right-of-use assets are recognised and
measured af the same amount as the relevant lease
liabilities, adjusted to reflect favourable or
unfavourable terms of the lease when compared with
market terms.

4. ETESHBE®)
b) EBAHRUBEE2)

KU B PriiE 2 AT BRI B B I
PRz BEIRE R FEER - BRIE:

e EEMAEENABNMERER
NMZHBRzEEXRRE 75l
RIBEFAB ST EAURI12RH7F
HREBGHENFIORESR
B PRI A E

o BRI BRI AL PREUAR
SR BIRT SZ AN 15 3R 2 BEER AU AR
BABRMONRLHRE BER
BRATATRUEE B BHiREEE
MBHREENFE2RAE(RT
XEFEE)

s REFBMBREERESKEA
I EZ B EER I
EXBEORRBIELEZEE
(SR EAR) RBEZERNGE
P54

e MERBERHTHENKEZR
B(EERBBEVBRELRE
165%) HER LAt E - B FriEE
ENBERIIAHEE - 1) E
IR R B BERT T — B A M
& Kb HEEEBREERZHE
BN - EREEEREARE
EaEHERzeBERANTE
I 1 78 B DA 2 Bk B T 355 16k 4442
PRS2 B RIS A 5K o

PESEREERARAT —T-—FR 81



Notes to the Consolidated Financial Statements
FEaMEREME
For the year ended 31 December 2021 #HZE_ZE_—F+_A=+—HIFE

4. SIGNIFICANT ACCOUNTING POLICIES (Continved)

(b)

82

Business combinations or asset acquisitions
(Continued)

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-confrolling
inferess in the acquiree, and the fair value of the acquirer's
previously held equity inferest in the acquiree [if any) over
the net amount of the identifiable assets acquired and the
liabilities assumed at acquisition date. If, after re-assessment,
the net amount of the identifiable assets acquired and
liabilities assumed exceeds the sum of the consideration
transferred, the amount of any non-controlling interests in the
acquiree and the fair value of the acquirer's previously held
interest in the acquiree (if anyl, the excess is recognised
immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests
and entitle their holders to a proportionate share of the
relevant subsidiary’s net assets in the event of liquidation are
initially measured at the non-controlling interests’
proportionate share of the recognised amounts of the
acquiree’s identifiable net assets or at fair value. The choice
of measurement basis is made on a fransaction-by-
fransaction basis.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continved)

(c)

Goodwill

Goodwill arising on an acquisition of a business is carried
at cost as esfablished at the dafe of acquisition of the
business less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated
to each of the Group's cash-generating units ("CGU"| (or
groups of CGUs) that is expected to benefit from the
synergies of the combination, which represent the lowest
level at which the goodwill is monitored for internal
management purposes and not larger than an operating
segment.

A CGU (or group of CGUs) to which goodwill has been
allocated is tested for impairment annually, or more
frequently when there is indication that the unit may be
impaired. For goodwill arising on an acquisition in a
reporting period, the CGU (or group of CGUs| fo which
goodwill has been allocated is tested for impairment before
the end of that reporting period. If the recoverable amount
of the CGU is less than its carrying amount, the impairment
loss is allocated first to reduce the carrying amount of any
goodwill allocated 1o the unit and then fo the other assets of
the unit on a pro-rata basis based on the carrying amount of
each asset in the unit (or group of CGUs).

On disposal of the relevant CGU or any of the CGU within
the group of CGUs, the atfributable amount of goodwill is
included in the determination of the amount of profit or loss
on disposal. When the Group disposes of an operation
within the CGU (or a CGU within a group of CGUs|, the
amount of goodwill disposed of is measured on the basis of
the relative values of the operation (or the CGU) disposed
of and the portion of the CGU (or the group of CGUs|

retained.
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4.

84

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d)

Property, plant and equipment

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

Depreciation is recognised so as to write off the cost of
assefs less their residual values over their estimated useful
lives, using the straightline method. The estimated useful
lives, residual values and depreciation method are reviewed
at the end of each reporting period, with the effect of any
changes in estimate accounted for on a prospective basis.

The principal annual rates are as follows:
Lleasehold improvements Over the shorter of the lease
terms and 5-20 years

Furniture, fixtures and equipment
Moulds

2-5 years
2-5 years

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

()

Leases
Definition of a lease

A contract is, or contains, a lease if the contract conveys the
right to control the use of an identified asset for a period of
fime in exchange for consideration.

For contracts entered into or modified on or ofter the date of
initial application or arising from business combinations, the
Group assesses whether a contract is or contains a lease
based on the definition under HKFRS 16 at inception,
modification date or acquisition date, as appropriate. Such
contract will not be reassessed unless the terms and
conditions of the confract are subsequently changed.

The Group as a lessee
Allocation of consideration to components of a confract

For a contfract that contains a lease component and one or
more additional lease or nonlease components, the Group
allocates the consideration in the contract to each lease
component on the basis of the relative standalone price of
the lease component and the aggregate stand-alone price
of the non-ease components.

The Group applies practical expedient not to separate non-
lease components from lease component, and instead
account for the lease component and any associated non-
lease components as a single lease component.

Shortterm leases and leases of low~value assets

The Group applies the short-term lease recognition
exemption fo leases that have a lease ferm of 12 months or
less from the commencement date and do not contain a
purchase option. It also applies the recognition exemption
for lease of low-value assefs. lease payments on shortterm
leases and leases of low-value assets are recognised as
expense on a sfraightline basis or another systematic basis
over the lease ferm.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

()

Leases (Continued)
The Group as a lessee (Continued)
Rightofuse assets

The cost of rightof-use asset includes:

o the amount of the initial measurement of the lease
liability;
e any lease payments made at or before the

commencement date, less any lease incentives
received;

®  any inifial direct costs incurred by the Group; and

®  an estimafe of costs to be incurred by the Group in
dismantling and removing the underlying assets,
restoring the site on which it is located or restoring the
underlying asset to the condition required by the terms
and conditions of the lease other than adjusiments to
lease liabilities resulting from Covid-19-related rent
concessions in which the Group applied the practical
expedient.

Right-of-use assefs are measured at cost, less any
accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities.

Rightof-use assefs in which the Group is reasonably certain
fo obtain ownership of the underlying leased assets at the
end of the lease term is depreciated from commencement
date to the end of the useful life. Otherwise, right-of-use
assefs are depreciated on a straightline basis over the
shorter of ifs estimated useful life and the lease term.

The Group presents right-of-use assets as a separate line
item on the consolidated statement of financial position.

Refundable rental deposits

Refundable renfal deposits paid are accounted under HKFRS
9 and inifiolly measured at fair value. Adjustments to fair
value at initial recognition are considered as additional
lease payments and included in the cost of right-of-use
assets.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continved)

()

Leases (Continued)
The Group as a lessee (Continued)
lease liabilities

At the commencement date of a lease, the Group
recognises and measures the lease liability at the present
value of lease payments that are unpaid at that date. In
calculating the present value of lease payments, the Group
uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease
is not readily deferminable.

The lease payments include:

e fixed paymenfs (including in-substance fixed payments)
less any lease incentives receivable;

*  variable lease payments that depend on an index or
a rafe, initially measured using the index or rafe as at
the commencement date;

e amounfs expected to be payable by the Group under
residual value guarantees; and

®  payments of penalties for terminafing a lease, if the
lease term reflects the Group exercising an opfion fo
ferminafte the lease.

Variable lease payments that do not depend on an index or
a rate are not included in the measurement of lease
liobilities and rightof-use assefs, and are recognised as
expense in the period in which the event or condition that
friggers the payment occurs.

After the commencement date, lease liabilities are adjusted
by interest accrefion and lease payments
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

()

Leases (Continued)
The Group as a lessee (Continued)
lease liabilities (Continued)

The Group remeasures lease liabilities (and makes a
corresponding adjustment to the related rightof-use assets)
whenever:

e the lease term has changed or there is a change in
the assessment of exercise of a purchase option, in
which case the related lease liability is remeasured by
discounting the revised lease payments using a
revised discount rate at the date of reassessment.

e the lease payments change due to changes in market
rental rates following a market rent review/expected
payment under a guaranteed residual value, in which
cases the related lease liability is remeasured by
discounting the revised lease payments using the
initial discount rate.

The Group presents lease liabilities as a separate line item
on the consolidated statement of financial position.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continved)

()

Leases (Continued)
The Group as a lessee (Continued)
lease modifications

Except for Covid-19-related rent concessions in which the
Group applied the practical expedient, the Group accounts
for a lease modification as a separate lease if:

e the modification increases the scope of the lease by
adding the right fo use one or more underlying assets;

and

e the consideration for the leases increases by an
amount commensurate with the stand-alone price for
the increase in scope and any appropriate
adjustments to that stand-alone price to reflect the
circumstances of the particular contract.

For a lease modification that is not accounted for as a
separate lease, the Group remeasures the lease liability,
less any lease incentives receivable, based on the lease
term of the modified lease by discounting the revised lease
payments using a revised discount rate at the effective date
of the modification.

The Group accounts for the remeasurement of lease
liabilities by making corresponding adjustments to the
relevant right-of-use asset.

When the modified contract contains one or more
additional lease components, the Group allocates the
consideration in the modified contract to each lease
component on the basis of the relative stand-alone price of
the lease component. The associated non-lease components
are included in the respective lease components.
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4.

90

SIGNIFICANT ACCOUNTING POLICIES (Continued)

()

Leases (Continued)
The Group as a lessee (Continued)
Covid-1%9-related rent concessions

In relation to rent concessions that occurred as a direct
consequence of the Covid-19 pandemic, the Group has
elected to apply the practical expedient not to assess
whether the change is a lease modification if all of the
following conditions are met:

e the change in lease payments results in revised
consideration for the lease that is substantially the
same as, or less than, the consideration for the lease
immediately preceding the change;

®  any reduction in lease payments affects only payments

originally due on or before 30 June 2022; and

e there is no substantive change fo other terms and
conditions of the lease.

A lessee applying the practical expedient accounts for
changes in lease payments resulting from rent concessions
the same way it would account for the changes applying
HKFRS 16 if the changes are not a lease modification.
Forgiveness or waiver of lease payments are accounted for
as variable lease payments. The related lease liabilities are
adjusted 1o reflect the amounts forgiven or waived with a
corresponding adjustment recognised in the profit or loss in
the period in which the event occurs.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continved)

(A

Intangible assets
Infangible assefs acquired in a business combination

Intangible assefs acquired in a business combination
acquired in a business combination are recognised
separately from goodwill and are initially recognised af their
fair value af the acquisition date.

Subsequent o initial recognition, intangible assefs acquired
in a business combination with finite useful lives are carried
af costs less accumulated amortisation and any accumulated
impairment losses, on the same basis as infangible assets
that are acquired separately.

Intangible assets acquired in a business combination with
indefinite useful lives are carried at cost less any subsequent
accumulated impairment losses.

An intangible asset is derecognised on disposal, or when
no future economic benefits are expected from use or
disposal. Gains and losses arising from derecognition of an
intangible asset, measured as the difference between the
net disposal proceeds and the carrying amount of the asset,
are recognised in profit or loss when the asset is
derecognised.
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4.

92

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(9)

Impairment on property, plant and equipment, right-
of-use assets and intangible assets other than
goodwill

At the end of the reporting period, the Group reviews the
carrying amounts of its property, plant and equipment, right-
of-use assefs and infangible assets other than goodwill with
finite useful lives to determine whether there is any indication
that those assefs have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is
estimated in order fo determine the extent of the impairment
loss, if any. Intangible assets with indefinite useful lives are
test for impairment at least annually, and whenever there is
an indication that they may be impaired.

The recoverable amount of property, plant and equipment,
right-of-use assets, and intangible assets are estimated
individually. When it is not possible to estimate the
recoverable amount individually, the Group estimates the
recoverable amount of the CGU to which the asset belongs.

In testing a CGU for impairment, corporate assets are
allocated to the relevant CGU when a reasonable and
consistent basis of allocation can be established, or
otherwise they are allocated fo the smallest group of CGUs
for which a reasonable and consistent allocation basis can
be established. The recoverable amount is determined for
the CGU or group of CGUs to which the corporate asset
belongs, and is compared with the carrying amount of the

relevant CGU or group of CGUs.

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 [or a CGU) for which the esfimates of
future cash flows have not been adjusted.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continved)

(9)

Impairment on property, plant and equipment, right-
of-use assets and intangible assets other than
goodwill (Continved)

If the recoverable amount of an asset (or a CGU) is
estimated fo be less than its carrying amount, the carrying
amount of the asset (or a CGU) is reduced fo its recoverable
amount. For corporate assefs or portion of corporate assets
which cannot be allocated on a reasonable and consistent
basis o a CGU, the Group compares the carrying amount
of a group of CGUs, including the carrying amounts of the
corporate assets or portion of corporate assets allocated fo
that group of CGUs, with the recoverable amount of the
group of CGUs. In allocating the impairment loss, the
impairment loss is allocated first to reduce the carrying
amount of any goodwill (if applicable) and then to the other
assets on a proTata basis based on the carrying amount of
each asset in the unit or the group of CGUs. The carrying
amount of an asset is not reduced below the highest of its
fair value less costs of disposal (if measurable), its value in
use (if determinable) and zero. The amount of the
impairment loss that would otherwise have been allocated
to the asset is allocated pro rata to the other assets of the
unit or the group of CGUs. An impairment loss is recognised
immediately in profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or CGU or a group of CGUs)
is increased tfo the revised estimate of ifs recoverable
amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been
defermined had no impairment loss been recognised for the
asset (or a CGU or a group of CGUs| in prior years. A
reversal of an impairment loss is recognised in profit or loss.
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94

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h)

Financial instruments

Financial assefs and financial liabilities are recognised
when a group entity becomes a party fo the contractual
provisions of the instrument. All regular way purchases or
sales of financial assefs are recognised and derecognised
on a frade dafe basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of
assefs within the time frame established by regulation or

convention in the market place.

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

The effective interest method is a method of calculating the
amortised cost of a financial asset or financial liability and
of allocafing inferest income and interest expense over the
relevant period. The effective interest rafe is the rate that
exactly discounts estimated future cash receipts and
payments (including all fees and points paid or received
that form an integral part of the effective interest rate,
fransaction cosfs and other premiums or discounts) through
the expected life of the financial asset or financial liability,
or, where appropriafe, a shorter period, fo the net carrying
amount on initial recognition.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continved)

(h)

Financial instruments (Continued)

Inferest income which is derived from the Group's ordinary
course of business are presented as revenue.

Financial assets

Classification and subsequent measurement of financial
assefs

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

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

and

e the contractual ferms give rise on specified dates fo
cash flows that are solely payments of principal and
interest on the principal amount outstanding.

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

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

e the contractual ferms give rise on specified dates fo
cash flows that are solely payments of principal and
interest on the principal amount outstanding.

4. ETESHBE®)

B

(h)

SRMIAE)

KEAKE —REHBREZFSHA
ZIRHA -

TREE

TREEZ D BRAEKTE

BATIURE 2 & BAER R
PAGHE -

e NEHMANEASRESBMNZE
BRATHAZEREE &

ﬁ%%’ﬁé%ﬁfﬁﬁﬁﬁéizfﬁ@
MEAEBNAE RAREER
Z?H Boe

k> S U>

HEA TRz eMEERREAT
Bt ARt 2 E W ((RAFERA
Hipzmbksm £ -

o NAEBHEREBAHRERE
RENZEEBRATHEZER
BE M

,’717% PNEERHELEZRS
MEAEBNAE MAREER
Z?T Boe

k> S U>

BEREEIERARAR T —FR 95



Notes to the Consolidated Financial Statements
FEaMEREME
For the year ended 31 December 2021 #HZE_ZE_—F+_A=+—HIFE

4.

96

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h)

Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement of financial
assets (Continued)

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

A financial asset is held for trading if:

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

° on initial recognition it is a part of a portfolio of
identified financial instruments that the Group
manages together and has a recent actual pattern of
short+erm profittaking; or

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

In addition, the Group may irrevocably designate a
financial asset that are required to be measured at the
amortised cost or FVTOCI as measured at FVTPL if doing so
eliminates or significantly reduces an accounting mismatch.
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4.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h)

Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement of financial
assets (Continued)

Amortised cost and interest income

Interest income is recognised using the effective interest
method for financial assets measured subsequently at
amortised cost. For financial instruments other than
purchased or originated creditimpaired financial assets,
interest income is calculated by applying the effective
inferest rafe fo the gross carrying amount of a financial
asset, except for financial assets that have subsequently
become creditimpaired. For financial assets that have
subsequently become creditimpaired, inferest income is
recognised by applying the effective interest rate to the
amortised cost of the financial asset from the next reporting
period. If the credit risk on the creditimpaired financial
instrument improves so that the financial asset is no longer
creditimpaired, inferest income is recognised by applying
the effective interest rate fo the gross carrying amount of the
financial assef from the beginning of the reporting period
following the defermination that the asset is no longer credit
impaired.

Financial assets at FVTPL

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

Financial assefs at FVTPL are measured at fair value af the
end of each reporting period, with any fair value gains or
losses recognised in profit or loss.
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98

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h)

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets

The Group performs impairment assessment under expected
credit loss ("ECL") model on financial assets which are
subject to impairment under HKFRS 9 [including trade and
other receivables, deposits, loan receivables and bank
balances). The amount of ECL is updated at each reporting
period fo reflect changes in credit risk since initfial
recognifion.

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

The Group always recognises lifetime ECL for trade
receivables.

For all other instruments, the Group measures the loss
allowance equal to 12m ECL, unless when there has been
a significant increase in credit risk since initial recognition,
in which case the Group recognises lifetime ECL. The
assessment of whether lifefime ECL should be recognised is
based on significant increases in the likelihood or risk of a
default occurring since initial recognition.
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4.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(i)

Significant increase in credit risk

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

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

®  an actual or expected significant deferioration
in the financial instrument’s external (if available)
or internal credit rafing;

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

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

e an actual or expected significant deferioration
in the operating results of the debtor;

®  an acfual or expected significant adverse
change in the regulatory, economic, or
technological environment of the debtor that
results in a significant decrease in the debtor’s
ability to meet its debt obligations.
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4.

100

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(i)

(i)

Significant increase in credit risk (Continued)

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

The Group regularly monitors the effectiveness of the
criteria used to identify whether there has been a
significant increase in credit risk and revises them as
appropriafe fo ensure that the criteria are capable of
identifying significant increase in credit risk before the
amount becomes past due.

Definition of default

For internal credit risk management, the Group
considers an event of default occurs when information
developed internally or obtained from external sources
indicates that the debtor is unlikely to pay its creditors,
including the Group, in full (without taking into
account any collaterals held by the Group).
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2021 #HZEZZT-——F+-_A=+—HIEFE

4. SIGNIFICANT ACCOUNTING POLICIES (Continved)

(h)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(i)

Creditimpaired financial assets

A financial asset is credirimpaired when one or more

events of default that have a detrimental impact on the

estimated future cash flows of that financial asset have

occurred. Evidence that a financial asset is credit

impaired includes observable data about the

following events:

significant financial difficulty of the issuer or the
borrower;

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

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

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

the disappearance of an acfive market for that
financial asset because of financial difficulties.

Irespective of the above, the Group considers that a

financial asset is creditimpaired when it is more than

Q0 days past due.
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4.

102

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(iv)

v)

Write-off policy

The Group writes off a financial asset when there is
information indicating that the counterparty is in severe
financial difficulty and there is no realistic prospect of
recovery, for example, when the counterparty has
been placed under liquidation or has entered info
bankruptcy proceedings, or in the case of trade
receivables, when the amounts are over two years
past due, whichever occurs sooner. Financial assets
written off may still be subject to enforcement activities
under the Group's recovery procedures, taking info
account legal advice where appropriate. A write-off
consfitutes a derecognition event. Any subsequent
recoveries are recognised in profit or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and the
exposure at default. The assessment of the probability
of default and loss given default is based on historical
data adjusted by forward-looking information.
Estimation of ECL reflects an unbiased and probability-
weighted amount that is determined with the
respective risks of default occurring as the weights.
The Group uses a practical expedient in estimating
ECL on frade receivables using a provision matrix
taking into consideration historical credit loss
experience, adjusted for forward looking information
that is available without undue cost or effort.

Generally, the ECL is the difference between all
confractual cash flows that are due to the Group in
accordance with the confract and the cash flows that
the Group expects to receive, discounted at the
effective interest rate determined at initial recogpnition.
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Notes to the Consolidated Financial Statements

& M H R

For the year ended 31 December 2021 #HZEZZT-——F+-_A=+—HIEFE

4. SIGNIFICANT ACCOUNTING POLICIES (Continved)

(h)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(v)

Measurement and recognition of ECL (Continued)

Lifetime ECL for certain trade receivables are
considered on a collective basis taking into
consideration past due information and relevant credit
information such as forward-looking macroeconomic
information.

For collective assessment, the Group takes into
consideration the following characteristics when
formulating the grouping:

° Past-due status;

° Nature, size and industry of debtors; and

e External credit rafings where available.

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

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

The Group recognises an impairment gain or loss in
profit or loss for all financial instruments by adjusting
their carrying amount, with the exception of frade and
other receivables and loan receivables where the
corresponding adjustment is recognised through a loss
allowance account.
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4.

(h)

104

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)
Financial assets (Continued)
Derecognition/modification of financial assets

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or
when it fransfers the financial asset and substantially all the
risks and rewards of ownership of the asset to another

entfity.

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

A maodification of a financial asset occurs if the contractual
cash flows are renegotiated or otherwise modified.

When the contractual terms of a financial asset are
modified, the Group assesses whether the revised terms
result in @ subsfantial modification from original ferms faking
into account all relevant facts and circumstances including
qualitative factors. If qualitative assessment is not conclusive,
the Group considers the terms are substantially different if
the discounted present value of the cash flows under the
new ferms, including any fees paid net of any fees received,
and discounted using the original effective interest rate, is at
least 10 per cent different from the discounted present value
of the remaining cash flows of the original financial asset,
after reducing gross carrying amount that has been written

off.
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Notes to the Consolidated Financial Statements
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4. SIGNIFICANT ACCOUNTING POLICIES (Continved)

(h)

Financial instruments (Continued)
Financial assets (Continued)
Derecognition,/modification of financial assets (Continued)

For non-substantial modifications of financial assets that do
not result in derecognition, the carrying amount of the
relevant financial assets will be calculated af the present
value of the modified contractual cash flows discounted af
the financial assets’ original effective interest rate.
Transaction costs or fees incurred are adjusted fo the
carrying amount of the modified financial assets and are
amortised over the remaining ferm. Any adjustment to the
carrying amount of the financial asset is recognised in profit
or loss af the date of modification.

Financial liabilities and equity
Classification as debt or equity

Debt and equity instruments are classified as either financial
liabilities or as equity in accordance with the substance of
the contractual arrangements and the definitions of a
financial liability and an equity instrument.

Equity instruments

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

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

106

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)
Financial liabilities and equity (Continued)
Financial liabilities

All financial liabilities are subsequently measured at
amortised cost using the effective interest method or at
FVTPL.

Financial liabilities at amortised cost

Financial liabilities including trade and other payables,
lease liabilities, borrowings and debt element of convertible
loan notes are subsequently measured at amortised cost,
using the effective inferest method.

Convertible loan notes

The component parts of the convertible loan notes are
classified separately as financial liability and equity in
accordance with the substance of the contractual
arrangements and the definitions of a financial liability and
an equity instrument. A conversion option that will be sefled
by the exchange of a fixed amount of cash or another
financial asset for a fixed number of the Company’s own
equity insfruments is an equity instrument.

At the date of issue, the fair value of the liability component
(including any embedded non-equity derivatives features) is
estimated by measuring the fair value of similar liability that
does not have an associated equity component.

A conversion option classified as equity is determined by
deducting the amount of the liability component from the fair
value of the compound instrument as a whole. This is
recognised and included in equity, net of income tax effects,
and is not subsequently remeasured. In addition, the
conversion option classified as equity will remain in equity
until the conversion option is exercised, in which case, the
balance recognised in equity will be transferred to share
premium account. Where the conversion optfion remains
unexercised at the maturity dafe of the convertible note, the
balance recognised in equity will remain in equity. No gain
or loss is recognised in profit or loss upon conversion or
expiration of the conversion opfion.
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4.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h)

Financial instruments (Continued)
Financial liabilities and equity (Continued)
Financial liabilities (Continued)
Convertible loan notes (Continued)

Transaction costs that relate to the issue of the convertible
loan notes are allocated to the liability and equity
components in proportion fo the allocation of the gross
proceeds. Transaction costs relating to the equity component
are charged directly fo equity. Transaction cosfs relating to
the liability component are included in the carrying amount
of the liability portion and amortised over the period of the
convertible bonds using the effective interest method.

Derecognition/modification of financial liabilities

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

When the contractual terms of a financial liability are
modified, the Group assess whether the revised terms result
in a substantial modification from original terms taking info
account all relevant facts and circumstances including
qualitative factors. If qualitative assessment is not conclusive,
the Group considers that the terms are substantially different
if the discounted present value of the cash flows under the
new ferms, including any fees paid net of any fees received,
and discounted using the original effective interest rate, is af
least 10 per cent different from the discounted present value
of the remaining cash flows of the original financial liability.
Accordingly, such modification of terms is accounted for as
an exfinguishment, any costs or fees incurred are recognised
as part of the gain or loss on the extinguishment. The
exchange or modification is considered as non-substantial
modification when such difference is less than 10 per cent.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)
Financial liabilities and equity (Continued)

Derecognition/modlification of financial liabilities

(Continued)

For non-substantial modifications of financial liabilities that
do not result in derecognition, the carrying amount of the
relevant financial liabilities will be calculated at the present
value of the modified contractual cash flows discounted at
the financial liabilities” original effective interest rate.
Transaction costs or fees incurred are adjusted fo the
carrying amount of the modified financial liabilities and are
amortised over the remaining term. Any adjustment to the
carrying amount of the financial liability is recognised in
profit or loss at the dafe of modification.

Offsetting a financial asset and a financial liability

A financial asset and a financial liability are offset and the
net amount presented in the consolidated statement of
financial position when, and only when, the Group currently
has a legally enforceable right to set off the recognised
amounts; and intends either to setfle on a net basis, or to
realise the asset and settle the liability simultaneously.

Inventories

Inventories are inifially recognised af cost, and subsequently
at the lower of cost and net realisable value. Cost comprises
all costs of purchase, costs of conversion and other costs
incurred in bringing the inventories to their present location
and condition. Cost is calculated using the firstin first out
method. Net realisable value represents the estimated selling
price in the ordinary course of business less the estimated
costs of completion and the estimated costs necessary fo
make the sale. Cosfs necessary to make the sale include
incremental costs directly attributable to the sale and non-
incremental cosfs which the Group must incur to make the
sale.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continved)

(i

Revenue recognition
Revenue from contracts with customers

The Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “confrol” of the goods or
services underlying the partficular performance obligation is
transferred fo the customer.

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

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

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

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

or

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

Revenue recognition (Continued)
Revenue from contracts with customers (Continued)

Otherwise, revenue is recognised af a point in time when
the customer obtains confrol of the distinct good or service.

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

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

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

Further details of the Group's revenue recognition policies

are as follows:

(il Sales of OBM toys and Chinese health products

Revenue from sales of OBM toys and Chinese health
products is recognised at a point in fime when confrol
of the goods is transferred, being delivery of the
goods to the customers.

(il Interest income
Interest income is accrued on a time basis on the
principal outstanding af the applicable inferest rate.

(i) Sales of investment in financial instruments

Revenue from investment in financial instruments
includes realised fair value gains or losses on frading
investment on a trade date basis.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continved)

(k)

Taxation

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

The tax currently payable is based on taxable profits for the
year. Taxable profit differs from profit as reported in profit or
loss because it excludes items of income and 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 fax is calculated using tax rates
that have been enacted or substantively enacted by the end
of the reporting period.

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

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries,
except where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future. Deferred
tax assefs arising from deductible temporary differences
associated with such investments are only recognised to the
extent that it is probable that there will be sufficient taxable
profits against which to utilise the benefits of the temporary
differences and they are expected to reverse in the
foreseeable future.
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4.

112

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k)

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

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

For the purposes of measuring deferred tax for leasing
fransactions in which the Group recognises the right-of-use
assefs and the related lease liabilities, the Group first
defermines whether the tax deductions are affributable to the
rightof-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies HKAS
12 requirements fo right-of-use assets and lease liabilities
separately. Temporary differences on inifial recognition of
the relevant rightof-use assets and lease liabilities are not
recognised due to application of the initial recognition
exemption. Temporary differences arising from subsequent
revision fo the carrying amounts of rightof-use assets and
lease liabilities, resulting from remeasurement of lease
liabilities and lease modifications, that are not subject to
initial recognition exemption are recognised on the date of
remeasurement or modification.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assefs against
current fax liabilities and when they relate to income taxes
levied to the same taxable entity by the same taxation

authority.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continved)

(k)

()

Taxation (Continued)

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

Foreign currencies

In preparing the financial statements of each individual
group entity, fransactions in currencies other than the
functional currency of that entity (foreign currencies) are
recorded in the respective functional currency [i.e. the
currency of the primary economic environment in which the
entity operates| at the rates of exchanges prevailing on the
dates of the transactions. At the end of the reporting period,
monetary assets and liabilities denominated in foreign
currencies are refranslated at the rates prevailing at that
date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the
rates prevailing on the date when the fair value was
defermined. Non-monetary items that are measured in terms
of historical cost in a foreign currency are not refranslated.

Exchange differences arising on the setlement of monetfary
items, and on the translation of monetary items, are
recognised in profit or loss in the period in which they arise.

For the purpose of presenting the consolidated financial
statements, the assets and liabilities of the Group's foreign
operations are franslated into the presentation currency of
the Group [i.e. HK$) at the exchange rate prevailing at the
end of the reporting period. Income and expenses are
translated at the average exchange rates for the period,
unless exchange rates fluctuate significantly during that
period, in which case the exchange rates af the dates of
fransactions are used. Exchange differences arising, if any,
are recognised in other comprehensive income and
accumulated in equity under the heading of exchange
fluctuation reserve.
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4.

(h

(m)

114

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Foreign currencies (Confinued)

On the disposal of a foreign operation (that is, a disposal of
the Group's entire inferest in a foreign operation, or a
disposal involving loss of control over a subsidiary that
includes a foreign operation, or a partial disposal of an
interest in a joint arrangement or an associate that includes
a foreign operation of which the refained interest becomes
a financial asset), all of the exchange differences
accumulated in equity in respect of that operation
affributable to the owners of the Company are reclassified
fo profit or loss.

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation
are treated as assefs and liabilities of that foreign operation
and franslated at the rate of exchange prevailing at the end
of each reporting period. Exchange differences arising are
recognised in other comprehensive income.

Employee benefits
(] Short term employee benefits

Short term employee benefits are employee benefits
(other than fermination benefits) that are expected to
be setled wholly before twelve months after the end
of the annual reporting period in which the employees
render the related service. Short term employee
benefits are recognised in the period when the
employees render the related service.

(i)  Termination benefits

Termination benefits are recognised on the earlier of
when the Group can no longer withdraw the offer of
those benefits and when the Group recognises
resfructuring costs involving the payment of termination
benefits.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continved)

(n)

Pension obligations

The Group participates in several defined contribution
refirement benefit schemes. A defined contribution plan is a
retirement benefit scheme under which the Group pays
confributions, on a mandatory, confractual or voluntary
basis, info a separate entity. The schemes are generally
funded through payments to insurance companies or state/
trustee-administered funds. The Group has no further
payment obligations once the contributions have been paid.
It has no legal or constructive obligations to pay further
contributions if the fund does not hold sufficient assefs fo pay
all employees the benefits relating to employee service in
the current period and prior year.

The confributions are recognised as employment costs when
they are due and are reduced by contributions forfeited by
those employees who leave the scheme prior fo vesting fully
in the contributions.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continved)

(o)

(p)

116

Share-based payments
Equity-sefled share-based payment transactions
Share options granted fo employees

Equity-sefiled share-based payments to employees and
others providing similar services are measured at the fair
value of the equity instruments at the grant date.

The fair value of the equity-seffled share-based payments
determined at the grant date without taking info
consideration all non-market vesting conditions is expensed
on a sfraightline basis over the vesting period, based on the
Croup's estimate of equity instruments that will eventually
vest, with a corresponding increase in equity (share option
reserve). At the end of each reporting period, the Group
revises ifs estimate of the number of equity instruments
expected to vest based on assessment of all relevant non-
market vesting conditions. The impact of the revision of the
original estimates, if any, is recognised in profit or loss such
that the cumulative expense reflects the revised estimate,
with a corresponding adjustment fo the share option reserve.
For share options that vest immediately at the date of grant,
the fair value of the share options granted is expensed
immediately to profit or loss.

When share options are exercised, the amount previously
recognised in share option reserve will be transferred to
share premium. When the share options are forfeited affer
the vesting date or are sill not exercised at the expiry date,
the amount previously recognised in share option reserve
will be transferred to accumulated losses.

Government grants

Government grants are not recognised until there is
reasonable assurance that the Group will comply with the
conditions affaching to them and that the grants will be
received.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continved)

(p)

(a)

Government grants (Continued)

Government grants are recognised in profit or loss on a
systematic basis over the periods in which the Group
recognises as expenses the related costs for which the
grants are intended to compensate. Specifically, government
grants whose primary condition is that the Group should
purchase, construct or otherwise acquire non-current assets
are recognised as deferred income in the consolidated
statement of financial position and fransferred to profit or
loss on a systematic and rational basis over the useful lives
of the related asses.

Government grants related to income that are receivable as
compensation for expenses or losses already incurred or for
the purpose of giving immediate financial support to the
Group with no future related cosfs are recognised in profit
or loss in the period in which they become receivable. Such
grants are presented under “Other income, gains and
losses, net”.

Borrowing costs

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

Discontinued operation

A discontinued operation is a component of the Group's
business, the operafions and cash flows of which can be
clearly distinguished from the rest of the Group and which
represents a separate major line of business or geographical
area of operations, or is part of a single coordinated plan
to dispose of a separate major line of business or
geographical area of operations, or is a subsidiary
acquired exclusively with a view fo resale.

Classification as a discontinued operation occurs upon
disposal or when the operation meefs the criteria to be
classified as held for sale if earlier. It also occurs if the
operation is abandoned.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Discontinued operation (Continued)

Where an operation is classified as discontinued, a single
amount is presented on the face of consolidated statement
of profit or loss and other comprehensive income, which

comprises:

®  the posttax profit or loss of the discontinued operation;
and

* the posttax gain or loss recognised on the

measurement to fair value less costs to sell, or on the
disposal, of the assets or disposal group constituting
the discontinued operation.

Provisions

A provision is recognised when a present obligation (legal
or consfructive) as a result of a past event, it is probable that
the Group will be required fo setile that obligation, and a
reliable estimate can be made of the amount of the
obligation.

The amount recognised as a provision is the best estimate of
the consideration required fo seffle the present obligation af
the end of the reporting period, taking info account the risks
and uncertainties surrounding the obligation. When a
provision is measured using the cash flows estimated to
seffle the present obligation, its carrying amount is the
present value of those cash flows.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continved)

(1)

Contingent assets and liabilities
Contingent assets

Contingent assets arise from unplanned or other unexpected
events that give rise to the possibility of an inflow of
economic benefits fo the Group and they are not recognised
in the consolidated financial statements. The Group assesses
confinually the development of contingent assets. If it has
become virtually certain that an inflow of economic benefits
will arise, the Group recognises the asset and the related
income in the consolidated financial statements in the
reporting period in which the change occurs.

Contingent liabilities

A confingent liability is a present obligafion arising from
past events but is not recognised because it is not probable
that an outflow of resources embodying economic benefits
will be required to settle the obligation or the amount of the
obligation cannot be measured with sufficient reliability.

Where the Group is jointly and severally liable for an
obligation, the part of the obligation that is expected to be
met by other parties is treated as a confingent liability and it
is not recognised in the consolidated financial statements.

The Group assesses continually to determine whether an
oufflow of resources embodying economic benefits has
become probable. I it becomes probable that an outflow of
future economic benefits will be required for an item
previously dealt with as a contingent liability, a provision is
recognised in the consolidated financial statements in the
reporting period in which the change in probability occurs,
except in the extremely rare circumstances where no reliable
estimate can be made.
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For the year ended 31 December 2021 #HZE_ZE_—F+_A=+—HIFE

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)
(u) Related parties

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

[i)  has confrol or joint control over the Group;

[i)  has significant influence over the Group; or

i) is a member of key management personnel of
the Group or the Company’s parent.

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

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

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

i)  Both entities are joint veniures of the same third

party;

[iv]  One entfity is a joinf venture of a third entity and
the other entity is an associate of the third entity;

[v|  The enfity is a postemployment benefit plan for
the benefit of the employees of the Group or an
entity related fo the Group;
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)
(u) Related parties (Continved)
(b)  (Continued)

[vi)  The entity is controlled or jointly controlled by a
person identified in (a);

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

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

A related party transaction is a transfer of resources, service
or obligations between the Group and a related party,
regardless of whether a price is charged.

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

(i) that person’s children and spouse or domestic pariner;

(i)  children of that person’s spouse or domestic partner;

and

(i)  dependents of that person or that person’s spouse or
domestic partner.
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Notes to the Consolidated Financial Statements
FEaMEREME
For the year ended 31 December 2021 #HZE_ZE_—F+_A=+—HIFE

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group's accounting policies, the directors
are required to make judgements, estimates and assumptions
about the carrying amounts of assets and liabilities that are not
readily apparent from other sources. Estimates and judgements
are continually evaluated and are based on hisforical experience
and other factors, including expectations of future events that are
believed to be reasonable under the circumstances. Actual results
differ from these estimates.

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

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and
other key sources of estimation uncerfainty af the end of the
reporting period that may have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities
within the next financial year.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
[Continued)

Key sources of estimation uncertainty (Continued)

(i)

Estimated impairment of property, plant and equipment and
rightof-use assets

Property, plant and equipment and rightof-use assets are
stated at costs less accumulated depreciation and
impairment, if any. In deftermining whether an asset is
impaired, the Group has to exercise judgement and make
estimation, particularly in assessing: (1) whether an event
has occurred or any indicators that may affect the asset
value; [2) whether the carrying value of an asset can be
supported by the recoverable amount, in the case of value
in use, the net present value of future cash flows which are
estimated based upon the continued use of the assef; and
(3) the appropriate key assumptions to be applied in
estimating the recoverable amounts including cash flow
projections and an appropriate discount rate. When it is not
possible to estimate the recoverable amount of an individual
asset [including rightof-use assets), the Group esftimates the
recoverable amount of the cash generating unit to which the
assets belong, including allocation of corporate assefs when
a reasonable and consistent basis of allocation can be
established, otherwise recoverable amount is determined at
the smallest group of cash generating units, for which the
relevant corporate assefs have been allocated. Changing
the assumptions and estimates, including the discount rates
or the growth rate in the cash flow projections, could
materially affect the recoverable amounts. Furthermore, the
cash flows projections, growth rate and discount rate are
subject to greater uncerfainties in the current year due fo
uncertainty on how the Covid-19 pandemic may progress
and evolve and volatility in financial markets, including
potential disruptions in the Group's retail operations.

As at 31 December 2021, impairment losses of
HK$216,000 and HK$3,023,000 and (2020:
HK$ 166,000 and HK$2,861,000] in respect of property,
plant and equipment and rightof-use assefs have been
recognised respectively. Details of the impairment of
property, plant and equipment and right-of-use assefs are
disclosed in Note 15 to the consolidated financial
statements.
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For the year ended 31 December 2021 #HZE_ZE_—F+_A=+—HIFE

5. CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
[Continued)

Key sources of estimation uncertainty (Continued)
(i) Fair value measurement of financial instruments

As at 31 December 2021, the Group's unlisted equity
securities amounting to HK$2,400,000 (2020:
HK$2,611,000) are measured at fair value with fair value
being defermined based on significant unobservable inputs
using valuation fechniques. Judgment and estimation are
required in establishing the relevant valuation fechniques
and the relevant inputs thereof. Whilst the Group considers
these valuations are the best estimates, the ongoing
Covid-19 pandemic has resulted in greater market volatility
and may cause further disruptions to the investees’
businesses, which have led to higher degree of uncertainties
in respect of the valuations in the current year. Changes in
assumptions relating to these factors could result in material
adjustments fo the fair value of these instruments. Details are
sef out in Note 39 to the consolidated financial statements.

(i) Net realisable value of inventories

Net realisable value of inventories is the estimated selling
price in the ordinary course of business, less estimated
selling expenses necessary fo make the sale. These estimates
are based on the current market condition and the historical
experience of selling products of similar nature. It could
change significantly as a result of changes in customer taste
and competitor actions in response to severe industry cycle.
The directors of the Company reassess the estimations at the
end of each reporting period.
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REMBRRME
BE-T-—F+-AST-ALTE

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
[Continued)

Key sources of estimation uncertainty (Continued)

(iv)

Provision of ECL for trade and other receivables and loan
receivables

The Group uses practical expedient in estimating ECL on
trade receivables which are not assessed individually using
a provision matrix. The provision rafes are based on aging
of debtors as groupings of various debtors taking into
consideration the Group's historical default rates and
forward-looking information that is reasonable and
supportable available without undue costs or effort. At every
reporting date, the historical observed default rates are
reassessed and changes in the forwardooking information
are considered.

The Group assesses whether the probability of default on @
loan receivables or other receivables at the end of the
reporting period has increased significantly since initial
recognition. When making the assessment, the Group
considers reasonable and supportable information including
historical and forward-looking information which is available
without undue cost or effort. The Group calculates ECL
allowance for loan receivables and other receivables based
on the estimated probability of default of counterparties with
similar credit ratings, with adjustment fo reflect the current
conditions and forecasts of future economic conditions, as
appropriate.

The ECL assessment on frade and other receivables and
loan receivables involves significant management
judgements and estimates on credit risk assessment, the uses
of models and inputs in the calculation of ECL at the
reporting date. Defails of ECL assessment are disclosed in
Note 38 to the consolidated financial statements.
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For the year ended 31 December 2021 #HZE_ZE_—F+_A=+—HIFE

6. REVENUE AND SEGMENT REPORTING 6. WARDEBHRE

An Ono|\/sis of the Group's revenue from its principo| activities for

FRAREEBETIZEBREL 2 BWADHN

the year is as follows: N
2021 2020
—B-——F T
HK$'000 HK$'000
FET FET
Continuing operations BEREER
Revenue from contracts with customers REBUBREEAE 155
within the scope of HKFRS 15: BHEAZEFEHARA :
Trading of Z5
— Chinese health products — RERER 114,196 111,768
Revenue from other sources: Hb R A -
— Money lending business — BUEERS 22,291 30,285
— Investment in financial instruments —KREERT A 33,592 (4,200)
55,883 26,085
170,079 137,853
Disaggregation of revenue from contracts REBEFEHNRATE
with customers HEFTE
Timing of revenue recognition from contracts ~ #ERRR B &P A HIUA Z B
with customers
— At a point in fime — R— R 114,196 111,768
Sales channels HEXRE
— Retail — T& 66,037 /2,320
— Wholesale — H#tE 1,580 1,910
— Direct sales event — HIHED 33,978 27 216
— Infernet — GEE 12,601 10,322
Total HET 114,196 111,768
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For the year ended 31 December 2021 #HZEZ

& M H R
2

REVENUE AND SEGMENT REPORTING (Continved)

The Group detfermines its operating segments based on the reports
reviewed by the chief operating decision-maker (the “CODM”)
that are used fo make strategic decisions.

The Group has three reportable and operating segments. The
segments are managed separately as each business offers
different products and requires different business strategies. The
following summary describes the operations in each of the
Group's reportable segments:

e Chinese health producis: sale of Chinese health products

®  Money lending business: granting loans

. Investment in financial instruments: investing in financial
instruments

Segment revenue represents revenue generated from external
cusfomers. There were no infer-segment sales in both years.
Corporate income and expenses are not allocated to the
operafing segments as they are not included in the measure of the
segments’ profit or loss that is used by the CODM for assessment
of segment performance.

The Group disposed of the OBM toys segment during the year
ended 31 December 2020. The CODM considered the necessity
of reporting the OBM toys segment separately under discontinued
operation in accordance with HKFRS 5 as the OBM toys segment
was a separate major line of business of the Group. The segment
information reported on the next pages does not include any
amounfs for OBM toys segment, which are described in more
detail in Note 8(b) to the consolidated financial statements.
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For the year ended 31 December 2021

BREs T N 1 sl e ENEERE

6.

REVENUE AND SEGMENT REPORTING (Continved)

(a) Segment revenue and results

Year ended 31 December 2021

6. WARDEHRE &)
(o) PEIUWARFELE
BE-_ZE-_—H+-A=+—HIL#E

B
Continuing operations 2 485 S A e 3
Chinese Money  Investment
health lending in financial
products  business instruments Total
g REEH
m REXH TA Aast
HK$'000 HK$'000 HK$'000 HK$'000
THET FTHET FTHET FHET
Revenue to external customers SRR F UL A 114,196 22,291 33,592 170,079
Segment (loss)/profit before BrPTS R R 9 E
income tax (B8R),/ &7 (8,871) (97,828) 16,914  (89,785)
Year ended 31 December 2020 HE_Z-_TF+_A=+—HILF
B

Continuing operations

HETEET

Chinese Money  Investment
health lending  in financial
products business  insfruments Total
H R REZHE
fEm  HREXED IA st
HK$'000  HK$'000  HK$'O00  HK$'000
TETT THETT THET THETT
Revenue to external customers INERE F UL A 11,768 30,285 (4,200) 137,853
Segment loss before income tax  BR AT{SF AT 75 S0 &5 18 (258)  (33,225)  (11,281)  (44,764)
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For the year ended 31 December 2021

ries = e e o= o — 5] [[EEEfES

REVENUE AND SEGMENT REPORTING (Continved) 6. WARDERERE (&)

(a)

Segment revenue and results (Continued) (a) DEBRARELE &)
2021 2020
—E-—F ZETF
HK$'000 HK$'000
FET FET
Confinuing operafions FEICE TS
Reportable segment loss AR E D AER (89,785) (44,764)
loss on partial redemption of HoBERTRRERER
convertible loan notes 21 = (1,248)
Unallocated finance costs ROBLEE KA (4,773) (16,386)
Unallocated corporate [expenses)/income & DB A (FIZ), WA
— Government grant — B = 216
— Staff costs — BTIA (2,574) (7,239
— legal and professional fee — ERNEREA (451) (643)
— Others — Hith (2,997) (2,865)
Consolidated loss before income tax BT e A A EE (100,580) (72,929)
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6. REVENUE AND SEGMENT REPORTING (Confinved) 6. UK AR 5 E3R & ()

(b) Segment assets and liabilities b) SBEEREE
The following is an analysis of the Group's assets and AT ARNEBIRTRES SRS S
liabilities by reportable segment: ERAEBT N :
2021 2020
—B-—F T FF
HK$'000 HK$'000
FET FHIT
Segment assets DEWEE
— Chinese health products — RERER 84,448 82,658
— Money lending business — MEXES 167,244 234,145
— Investment in financial instruments — AL ITA 59,754 109,630
Segment assets DEfEE 311,446 426,433
Unallocated corporate assefs RABLARIEE
— Cash and cash equivalents —HBERESEEY 2,498 7,500
— Other (Note) — HAth (fz) 151 345
Consolidated total assets SABERE 314,095 434,278
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BE-T-—F+-AST-ALTE

6.

REVENUE AND SEGMENT REPORTING (Continved)

(b)

6. WARDEBI®E &)

Segment assets and liabilities (Continued) b) SMEERSE S
2021 2020
=B —E-TF
HK$'000 HK$'000
FET FET
Segment liabilities pan:iy=Ni
— Chinese health products — PERER 27,984 22,972
— Money lending business — EER 2,376 2,295
— Investment in financial instruments —EREMTA 15,541 21,606
Segment liabilities DEAE 45,901 46,873
Unallocated corporate liabilities Ao ARIEE
— Convertible loan notes — AR EFRERE 72,300 85,500
— Others (Note) — Htb (ffeF) 2,830 5,614
Consolidated total liabilities e BEER 121,031 137,987

Note: Other unallocated corporate assefs and liabilities include

cerfain other receivables, deposits and prepayments and
certain other payables and accrual charges.

PEBEEREERERAR

fet - Bt RN R EERBBEBEET
Hip g mos - e RIENFIE - A
FETHMENFIBEREER
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6.

(c) Other segment information included in segment
results or segment assets

Year ended 31 December 2021

REVENUE AND SEGMENT REPORTING (Continved)

6. WARDEHRE &)

) PHEBESIDIPEEZHMSBE
*SI'
BE-_ZE-_—+-A=+—HL#F
E

Continuing operations

BEREER

Chinese Money  Investment
health lending in financial
products business instruments  Unallocated Total
HRER _R#E
’2m HEXE  eRIA OB @t
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
FET TET THET THET THET
Inferest expenses FIERS 535 11 1,091 4,773 6,410
Depreciation of propery, nE WMERZENE
plant and equipment 309 - - - 309
Depreciafion of rightofuse assets ~ FRBEETE 3,238 651 = = 3,889
Impairment loss on property, n% - BERRERE
plant and equipment B8 216 - - - 216
Impairment loss on rightofuse assets F AZEEREEE 3,023 = = = 3,023
Impairment loss on loan EWE SR ERBEFE
receivables, net = 102,606 = = 102,606
Fair value loss on financiol assefs AT EABZZ &/
ot FVTPL, net BEZATEBRFE = = 15,300 - 15,300
Employee costs [including EERR
directors’ remuneration| (BREZHS) 19,646 15,242 = 2,574 37,462
Additions to property, NENE - WERRE
plant and equipment 360 - - - 360
Additions to rightof-use assefs NEFRELE 6,096 = = = 6,096
Other segment information WEREEREETH
regularly provided fo CODM: R ZEMAF
BH
Income tax expense FrigmFEY - 2,466 - = 2,466
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6.

REVENUE AND SEGMENT REPORTING (Confirved) 6. UK AJB 5 2BER4E (4

(c) Other segment information included in segment () PWEBERIBEEZHMHHE
results or segment assets (Continued) Bl (&)
Year ended 31 December 2020 BE_Z-_TF+_A=1+—RILHF
5
Continuing operations
TREEEER
Chinese Money  Investment
health lending in financidl
products business instruments  Unallocated Total
thEfR _RA
Bm  HEEB eRIA AN @t

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TRL TR TR

Bank interest income RATMEHA (1) ) - - (8]
‘me[est expenses %U,%Ffﬂi 727 ] QQ ] ,605 ] 6,386 ] 8,847
Depreciation of property, NE - WERZENE

plant and equipment 394 - - - 394
Depreciation of rightofuse assets ~ FREEERE 6,400 1,954 - - 8,354
Impairment loss on property, NE B RRERE

plant and equipment B 166 - - - 166
loss on written off of property, mEME  BERREL

plant and equipment BiE 5 - - - 5
Impairment loss on rightofuse assets i FTEE EREEE 2,861 - - - 2,801
Impairment loss on loan [EWEFRESEFE

receivables, net - 48,657 - - 48,657
Impairment loss on trade and FEWE SRR LA

other receivables FEW I 2 BB 35 - - - 35
Fair value loss on financiol assefs AT EABZZ &5

at FVTPL, net BEZDTEBRFE - - 5,409 - 5,409
Employee costs (including EERR

directors’ remuneration| (BREZHS) 18,377 11,523 - 7,239 37,139
Additions fo properly, REVE  BERRE

plant and equipment 195 - - - 195
Additions fo rightof-use assets NEGRREE 3,272 - - - 3,272
Other segment information MEREERKETH

regularly provided to CODM: R B 5 3

BH

Income fax expense/(credi) SRS/ (K8) 918 (2,655) - (1.911) (3,648
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6. REVENUE AND SEGMENT REPORTING (Continued)

(d)

Geographical information

Information about the Group's revenue from continuing
operations from external customers and non-current assets by
geographical region, according fo location of operations or
the location which the products are delivered and the
location of assets, is as follows:

6. WARDEHRE &)

(d)

i & &k

RIEEMHIERTEMELRE
EMEMZNENE  BARASER
BREXBZREINIEEZWAR
FRBEEERT

134

(e)

Revenue Non-current assets (Note (i)
LN FRBEE (ME())
2021 2020 2021 2020
—B--F 5 —B--f —ECTF
HK$'000 HK$'000 HK$'000 HK$'000
FHET THET THET THT
Hong Kong (Note (i) F8 (M (i) 169,613 137,853 2,514 3,495
The People’s Republic of A EE AR HEFIE
China (the “PRC") (T E]) 466 - = -
170,079 137,853 2,514 3,495
Note: Bifet -

(i) Excluding deferred tax assefs and financial insfruments.

li)  Revenue from inferest income, dividend income and sale of
financial instruments are disclosed by location of operations.

Information on major customers:

No external customer contributed 10% or more to the
Group’s revenue from continuing and discontinued
operations for both years.

China Healthwise Holdings Limited ~ Annual Report 2021

()

[l TEEEEHAEENSRIA-

i) MBWA - BEWRARFEESRTA
ZWA TR & B ER -

IREFEFZER:

R E S A SN AR P BB AN &
EREFSELEEBRERIEREE
B2ZWABDZTEALE -



Notes to the Consolidated Financial Statements
FEMEREME
For the year ended 31 December 2021 #HZE_Z_—F+_A=+—HIFE

OTHER INCOME, GAINS AND LOSSES, NET 7. EAplA - @S KRESE - FE
2021 2020
S e
HK$'000 HK$'000
F7 Tits

Continuing operations

FRECEER

Bank interest income HRITH S A = 8
Fair value loss on financial assets BAFEFAEGEZEREEY

at FVTPL, net NFEERFE (15,300) (5,409)
Loss on partial redemption of B EE A RRERER 2 EE

convertible loan notes = (1,248)
Loss on written off of property, MiEmE - WEEREBE

plant and equipment = (5)
Government grants BB = 5,599
Rent concession HeBER 152 2,107
Others Hi 2 201

(15,146 1,253
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8.

LOSS FOR THE YEAR 8. FAEE
(@) Continuing operations () FEEEXEK
Loss for the year from confinuing operations is arrived af Bl ES A AT AL TR S 4 N S 4R T A FT
after charging: BT 3R IBRSH -
2021 2020
—B-—F T CTF
HK$’000 HK$'000
THET FHET
Cost of inventories sold BEEFEKRAR 71,794 69,127
Auditors’ remuneration G A
— audif services — ZHRTS 1,280 1,400
— non-audit services — FRERE 80 129
1,360 1,529
Depreciation of property, plant and W% - B REETE
equipment 309 394
Depreciation of rightof-use assets FREEERE 3,889 8,354
Employee costs (excluding directors’ EEMRA(TEREESRNE)
emoluments) (Note 13) (Hiax13) 21,853 22,624
Directors” emoluments (Note 14) EE=Me (ML 14) 15,609 14,515
Shortterm leases expenses RHEIE ER 4,453 2,141
(b) Discontinued operation (b) BAILREHEK
On 19 August 2020, the Group entered info sale and RZZFEZFFNA+TIE - AEEE]
purchase agreements to dispose of the entire equity interests YEEBRAHERRRZZENEB
in LC Global Holdings Corporation, a wholly-owned Al LC Clobal Holdings Corporation f2
subsidiary of the Company, and ifs respective subsidiaries, EXMBEAR(AEAIHEER]) 2
(collectively referred to as the "Disposal Group”), which EERE - ZARKEEAmERE
engaged in sale of OBM toys. The disposal was completed MAHEXK HEFHEER T
on 30 October 2020, the date on which the control of the TFE+A=Z+tHEEX ILEEEZ
Disposal Group passed fo the acquirer. The profit for the EHESEERBTER -BERIEZ
period from the discontinued OBM toys business is set out B A iR R s T B TS 2 B R0 N
below. FIEATR °
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8. LOSS FOR THE YEAR (Confinved)

(b) Discontinued operation (Continved)

8. ERNEIE %)
(b) BRILEEEEE)

Period from

1 January

2020 to

30 October

2020

R-BE_TF

—H—HZE

Sk 3

+A=+H

HH

HK$'000

FHET

Revenue WA 140,073
Cost of sales 35 & AR (110,448)
Gross profit EA| 29,625
Other income, gains and losses, net HAaWA ~ Wz K B8 55 619
Selling and disfribution expenses $HEE N 0 5B 2 (16,623
General and administrative expenses — MR RATE R X (12,708)
Finance costs BB KA (1,100)

Loss before gain on disposal of operation bR B EB R ER

and income fax FriS TRl E 18 (187)
Gain on disposal of operation HELEEBN R 46,227
Profit before income tax from discontinued operation B3k B B4R IH4E & 2 TSR RNEF 46,040
Income fax expense FS TR X (1,981)
Profit for the period from discontinued operation HIRR B ORI L E B 2 a7 44,059
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8. LOSS FOR THE YEAR (Confinved) 8. $WE§E(%§)

(b) Discontinued operation (Continved) (b) TRILEEEEE)
Period from
1 January
2020 to
30 October
2020
RZTZFF
—A—BZ%E
—ECFHF
+A=+H
HE
HK$'000
T
Profit for the period from discontinued operation HARB DR ILREEB 2R
has been arrived at affer charging: EHMBRATEIESGH ¢
Cost of inventories sold HEFERA 110,448
Auditors’ remuneration A2 81
Depreciation of property, plant and equipment W BB NMGREITE 1,163
Depreciation of rightof-use assets FRAEEERTE 676
Employee costs BIRA 5,960
Loss on written off of property, plant and equipment  HisE¥1% « BE MR E 2 BB 4
Research and development costs (included in AR (G A—RE %
general and administrative expense| TRFX) 2,943
Cashflow of the discontinued operation for BHNE RIS E XK 2B e
the period were as follows: MEWT -
Net operating cash outflow KER S FEE (13,152)
Net investing cash inflow REHZRAFER 3,867
Net financing cash inflow BMERDMAFRE 10,501
Total cash inflow BIRERA 1,216
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For the year ended 31 December 2021 #HZEZZT-——F+-_A=+—HIEFE

10.

FINANCE COSTS

9. BERA

2021 2020
— —ECTF
HK$'000 HK$'000
FET FET

Continuing operations FEKERE
Inferest on borrowings EEHN A 1,090 1,605
Interest on lease liabilities HEBEMNS 547 856
Interest on convertible loan notes AR E R EEF B 4,773 16,386
6,410 18,847

INCOME TAX EXPENSE/(CREDIT)

Hong Kong Profits Tax is calculated at 8.25% on the estimated
assessable profits up to HK$2,000,000 and 16.5% on any part
of the estimated assessable profits over HK$2,000,000. No
Hong Kong Profits Tax was provided for the Company's
subsidiaries in Hong Kong for both years as they either did not
derive any assessable profits from Hong Kong or had estimated
fax losses brought forward to offset against the estimated
assessable profifs.

Under the Law of the PRC on Enterprise Income Tax (the "EIT Law”)
and Implementation Regulation of the EIT Law, the tax rate of the
PRC subsidiary is 25% for both years.

No Enferprise Income Tax has been provided as the Company’s
subsidiary in the PRC did not derive any assessable profits from
the PRC for both years.

10. FREBIBY(ER)

FEMEHDREFTEANGENZEZ 88
BLZBDZ N\ R R ERTE B
B_BERTZERASAZESZ TAHE
A8 HRMEFEARRZEENE QR
WARREBBELETMERBEH - IAREE
HET B E B AR S At B AR TS A - Hit
WARRZFRIWEL BB NEHEE -

RETBEISEMBHE([REMBRED K
EEMBVOEERED - HEIHE R RRM
BEFEZREGRAD Z—TH

HRAR R Z 5 BB QBN W EFE I A
AR BIE A T ERVOE ) - E W RHZ
FRAELBEMEVER -
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For the year ended 31 December 2021 #HZE_ZE_—F+_A=+—HIFE

10. INCOME TAX EXPENSE/(CREDIT) (Continved)

The amount of income tax expense/(credit) in the consolidated
statement of profit or loss and other comprehensive income

10. FTBHiRY(ER) @)

A R R R E SR N 2 F 1S B
%,/ (%) & W -

represents:
2021 2020
—E-—F —ZETF
HK$’000 HK$'000
THET THET
Continuing operations FEREXK
Hong Kong Profits Tax BERNEH
— Over-provision in respect of prior years — BEFEBEREE - (18)
Deferred tax RIERIE 2,466 (3,630)
Income tax expense/ (credit) Frisfim Y, (E®) 2,466 (3,648

The income fax expense/(credit] for the year can be reconciled o
the loss before income tax from continuing operations in the
consolidated statement of profit or loss and other comprehensive

income as follows:

FAMSHAS(ER) BRiaEE A
fEERERT ZREFBEE X R
SHATEEERNT

2021 2020
—E--F —T_TF
HK$'000 HK$'000
FET THT
Continuing operations FREREER
Loss before income tax B PS TR BT 1R (100,580) (72,929)
Tax calculated at the applicable tax BREARK(AD 2t E#h)
rate of 16.5% HEZHE (16,596) (12,033
Effect of different tax rates of subsidiaries HibRlA R EE B AR
operating in other jurisdictions TRABEz ZE (17) (15)
Tax effect of income not taxable for tax purposes HZEFNFRUA 2 Fi 15 5 £ (1,938) [952)
Tax effect of expenses not deductible AR 2 BT E
for fax purposes 2,277 2,034
Over-provision in respect of prior years BEFEREEE - (18)
Tax effect of tax losses not recognised FERTEEBZHRETE 21,587 7,027
Utilisation of tax losses previously BRALRIARER ZHABRE
nof recognised (2,826) -
Utilisation of deductible temporary differences B LRI AR Z AIMBEREEE
previously nof recognised (21) -
Others Hit = 309
Income tax expense/[credi] FERAY (HkE) 2,466 (3,648
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For the year ended 31 December 2021 #HZEZZT-——F+-_A=+—HIEFE

11.

12.

DIVIDENDS

11

The directors do not recommend any dividend in respect of the

year ended 31 December 2021 (2020: Nil).

RE

BETEERNREE-_Z-_—F+_7
—t+—HIEFEZEAKE(ZZE_ZTF :
7)o

(LOSS)/EARNINGS PER SHARE 12. 8% (F518) BRI
2021 2020
—B-—F —E_THF
HK cents HK cents
AL Al
Continuing and discontinued operations FEREXBRERIEREXK
Basic and diluted loss per share (Nofe) FIRERN R #SEEE () (13.37) (3.25)
Continuing operations HEKERE
Basic and diluted loss per share (Nofe) FREARREEEE (WWiE) (13.37) (8.94)
Discontinued operation ERIEREXRK
Basic and diluted eamings BRERREERTN (FiT)
per share (Note) = 5.69

Note: The computation of diluted (loss|/earnings per share for both years
does not assume the conversion of the Company's outstanding
convertible loan notes since their assumed exercise would result in
a decrease in loss per share from continuing operations.

PRSI BERAR

M RMEFE 2 SREE(BE), B 25
BB RA R B ARB IR AR R ERE
FoEEn REZEMRRETERGHR
REFELEEBZSRERABMRD -
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FEaMEREME
For the year ended 31 December 2021 #HZE_ZE_—F+_A=+—HIFE

12. (LOSS)/EARNINGS PER SHARE (Confinved) 12. S (BE) /BF @)

ARRFEBEARBHEERERALREBE(E
18),/ BRITYRBIA T BIEE -

The calculation of basic and diluted (loss)/earnings per share
affributable to owners of the Company is based on the following
data:

2021 2020
—E-—F e Sale a3
HK$'000 HK$'000
T FHET

Loss for the year affributable to
owners of the Company from
confinuing operations, used
in the basic and diluted loss

RAGHESREANEERIE
ARBHEARERELEE
EB2FNER

per share calculations (69,281)
Profit for the year affributable fo AT ESRER N #E
owners of the Company from B2 RABMER A
discontinued operation, used JEIEERIIEEERZ
in the basic and diluted eamings F N A
per share calculations 44,059
2020
—TTHF
Number of shares BRHEE
Weighted average number of ordinary B ESREAREE (BR),/
shares for the purposes of basic and BN 2 BB NEF A
diluted (loss)/eamings per share 770,480,836 774,981,861
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For the year ended 31 December 2021 #HZEZZT-——F+-_A=+—HIEFE

13.

14.

EMPLOYEE COSTS

Employee costs (excluding directors’ emoluments) comprise:

13. EERA
BERA (TREEEMS) BIF

2021 2020
—B-—F —ECTF
HK$'000 HK$'000
FExT FET

Continuing operations BEREEK
Basic salaries and discretionary bonus HAR € MEIBIEA 20,387 21,226
Shorterm non-monetary benefits CHIFEEER 476 434
Retirement benefits scheme contributions RONEFFH IR 990 Q64
21,853 22,624

There was no forfeited contribution under any defined contribution
refirement plans available which may be used by the Group to
reduce the existing level of contributions, nor any contribution
under any defined confribution refirement plans was forfeited by
the Group during the years ended 31 December 2021 and
2020.

DIRECTORS” AND SENIOR MANAGEMENT’S
EMOLUMENTS

REBEEZZT_—FEFT_FF+=H
=+—HILFE  AEBEWE LR B
IR B HIOKFE 2 EBEFRRGTEIT
ZMEC TMEA A EBEHEITGRREEIT 2 4#
SRR UK -

14 EERSREBABZHE

(a) Directors” emoluments () EEM2

The aggregate amounts of emoluments paid and payable fo ENEENAARES 2 ME A%

the directors of the Company are as follows: T
2021 2020
—E-—fF —ETEF
HK$'000 HK$'000
THET THETT
Directors' fee = 9,068 7,974
Basic salaries and discretionary bonus BERE & REIBELL 6,487 6,487
Refirement benefits scheme contributions 3R &EFIFT 2L 54 54
15,609 14,515

No emoluments have been paid by the Group to the
directors as an inducement fo join or upon joining the
Group or as compensation for loss of office during both
years. No direcfors waived their emoluments in respect of
both years.

AEERMEFEALERNEE N
MEERMARNKEE L MAKREBER
ZEGRERREBMIZIEE - W HE
EENERSIAMEFEZME -
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FEaMEREME
For the year ended 31 December 2021 #HZE_ZE_—F+_A=+—HIFE

14. DIRECTORS’ AND SENIOR MANAGEMENT'S 4. EENEREEBEBAEBZHME &)
EMOLUMENTS (Continued)
(a) Directors’ emoluments (Continued) (o) EEME (&)
The emolument of each director for the year ended to 31 SEENBRE T - —F+ - A
December 2021 is set out below: =t+—RIEEEZMEeHNOT
Basic
salaries Retirement
and benefits
discretionary scheme
Name of director EEnE Fees bonus  contributions Total
BEXEE BHKEF
e RBERA HE- 3 e
HK$'000 HK$'000 HK$'000 HK$'000
FTERT TET TERT TERT
Executive directors HITES
Mr. lei Hong Wai FHERE 4,940 = = 4,940
Mr. Cheung Kwok Wai Elton REIESTA 3,090 — - 3,090
Mr. leung Alex PINpE S 120 3,510 18 3,648
Ms. Lo Ming Wan BRIt 120 949 18 1,087
Mr. Tse Chi Keung HEFREE 120 2,028 18 2,166
Mr. Yuan Hui Xia RIBERE 318 - - 318
Independent non-executive BYFHITES
directors
Mr. Lai Hok Lim RERLE 120 - - 120
Mr. Llien Wai Hung BERESE 120 - - 120
Mr. Wong Tak Chuen =EERLE 120 = = 120
9,068 6,487 54 15,609
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For the year ended 31 December 2021 #HZEZZT-——F+-_A=+—HIEFE

14. DIRECTORS" AND SENIOR MANAGEMENT'S
EMOLUMENTS (Continued)

(a)

(b)

Directors’ emoluments (Continued)

The emolument of each director for the year ended 31

December 2020 is set out below:

14.

EENENEEAEZEHE 2

() EBBME ()

REENBE_T_ZTF+ A
=t—RLEFEZMeHEINNT

Basic salaries Retirement
and benefits
discrefionary scheme
Name of director BEENS Fees bonus  contributions Tofal
EX&e RIRTER
we  RBIEEL FTEIMER Bt
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FET FET
Executive directors HITES
Mr. lei Hong Wai IR E 4,560 - - 4,560
Mr. Cheung Kwok Wai Elton REELE 120 - - 120
Mr. leung Alex RIREE 120 3,510 18 3,648
Ms. lo Ming Wan LR 120 Q49 18 1,087
Mr. Tse Chi Keung HEFRLE 120 2,028 18 2,166
M:r. Yuan Hui Xia RIBERE 2,574 - - 2,574
Independent non-executive directors B FHITES
Mr. Lai Hok Lim REBRESE 120 - - 120
Mr. Llien Wai Hung BREERE 120 - - 120
Mr. Wong Tak Chuen HiEGRLE 120 - - 120
7 974 6,487 54 14,515

Five highest paid individuals

Five (2020: five) directors whose emoluments are disclosed
in the analysis presented above were among the five
individuals whose emoluments were the highest in the Group

during the year ended 31 December 2021.

B

b) BEfUERSHFMAL

WRE-F-—F+-A=+-AL
FERA(ZE-FF RA)EF
ZER EX 23 A KB GBEF
AL 25 i 3 -
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For the year ended 31 December 2021 #HEZZE-_—F+-_A=+—HIEFE

15. PROPERTY, PLANT AND EQUIPMENT

15. 1% - BERRHE

Furniture,
Lleasehold  fixtures and
improvements equipment Moulds Total
HE &M £B
MIEH B k&t HE HEt
HK$'000 HK$'000 HK$'000 HK$'000
FET TET TET TET
At 1 January 2020 R-ZE-FF—Hf—H
Cost [B#:N 881 5497 24,394 30,772
Accumulated impairment Z2:RE - - (10,145) (10,145)
Accumulated depreciation e (604) (4,585) (10,535) (15,724)
Net carrying amounts REFE 277 Q12 3,714 4,903
Net carrying amounts at RZZ_TF—-HA—HZ
1 January 2020 REFE 277 912 3,714 4,903
Additions NE 79 201 4,238 4,518
Depreciation charge WEXH (165) (438) (954) (1,557)
Disposal of subsidiaries (Note 30) H&EHIE A 7] (A1:% 30) - (2906 (6,998] (7,294]
Impairment NEREN - (166) - (166]
Witten off bisis (4] (5] - (9)
Net carrying amounts at RZE-_ZEF+-_A=+—H
31 December 2020 ZIREFE 187 208 - 3095
At 31 December 2020 R-E-FTE+-A=1+—A1
Cost B 325 1,084 - 1,409
Accumulated impairment Z2:HRE - (1606) - [166)
Accumulated depreciation 2:tinE (138 (710) - (848
Net carrying amounts REHE 187 208 - 395
Net carrying amounts RZZE_—F—A—BHx
at 1 January 2021 RHEHE 187 208 - 395
Additions NE 255 105 - 360
Depreciation charge WEXH (216] (93) - (309)
Impairment A (170) (46) = (216]
Net carrying amounts at W_E-_—%+-A=+—H
31 December 2021 ZHREFE 56 174 - 230
At 31 December 2021 —E-—F+-A=+—H
Cost B AR 396 1,154 - 1,550
Accumulated impairment Z:REE (170) (212) - (382)
Accumulated depreciation Z:tinE (170) (768) - (938
Net carrying amounts fREFE 56 174 - 230
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For the year ended 31 December 2021 #HZEZZT-——F+-_A=+—HIEFE

15. PROPERTY, PLANT AND EQUIPMENT (Continued)

Note:

During the year ended 31 December 2021, unfavourable prospect of
refail indusiry due to Covid-19 pandemic and continued losses of several
refail shops of the Chinese health products segment (2020: continued
losses for several retail shops of the Chinese health products segment), the
directors of the Company considered there was indication for impairment
of property, plant and equipment and right-of-use assets with carrying
amount of HK$216,000 (2020: HK$166,000) and HK$3,023,000
(2020: HK$2,861,000) (Note 16) respectively. The Group estimates the
recoverable amount of those refail shops, each representing a CGU, to
which the assets belong when it is not possible to estimate their
recoverable amount individually, including allocation of corporate assets
when reasonable and consistent basis can be esfablished.

The recoverable amount of CGUs was based on the value in use
calculation. The calculation uses cash flow projections based on financial
budgets approved by the directors of the Company covering a five-year
period, and pre-tax discount rate of 13% (2020: 16%). Other key
assumption for the value in use calculation relates to the esfimation of cash
flows which include budgeted sales, such estimation is based on the
CGUs" past performance and the directors” expectations for the market
development. The growth rate used to extrapolate the cash flows beyond
the five-year period is 2% (2020: 3%), which do not exceed the longterm
growth rate for the industry in the corresponding country. As at 31
December 2021, the recoverable amounts of these CGUs is minimal.
Accordingly, impairment loss of HK$216,000 (2020: HK$166,000)
and HK$3,023,000 (2020: HK$2,861,000) in respect of property,
plant and equipment and rightof-use assets (Note 16] attributable to these
CGUs was recognised.

15. % - BERRE @

it -

BE_Z-_—F+-_A=Z=+—HLFE ER
Covid19BBERPERERD I THETEEH
BEREBEENTEE NS (ZTTF
ERFEREGHSDTIHESTEEHFESSE
B)  ARAEERAEVE BERKREREHE
EEFAES AT —BATAEL(ZE=ZF
FA+REATALDE=ZEZ_E=FE(=
TFF: ZANTARE-TAT) (WE10) W
WREDR - AEBEEEBE G ETRE S
BZERT A EEMBzTERH(SRE
—EREELEN) 2] RESEE  BIEEL T
VEBR—BZEREOROEEE -

WeELBNZARKRESENREFEREETE
FIRETE o sTEREANERBREARRESIE
CHRENTFHHZzVEBEERR ZIES RS
MHRAFRZEAE D 2T =(Z2-SF  GH 2
X)) FRBEMEZHEMEZREERS R
HEtBE RIEBEEHE  ERMGT IRERS
ELBNZBERBLRETHMSEE ZFEHE
e BERFHEZRETEFEHEREREY 2
—(ZE-ZF  BoZ2D)EE ZEEERTHE
BHEEERTEAZRPERER - R =—F
+ZA=+—H WERSESBEUZIKES
BEHMTHEN - At B SRS ELEEMEN
ZUE - BB REEREREAE (M 16) R
BEBE-+—B TEL(ZZE_ZF : +18
ANTAL)ER=ZAZ_E=TBL(ZT_T4F:
ZANTRE—TEL) °
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For the year ended 31 December 2021 #HZE_ZE_—F+_A=+—HIFE

16. LEASES

Nature of leasing activities (in the capacity as lessee)

The Group leases a number of retail shops and office for its
operations. lease contracts are entered into for fixed term of 0.5
fo 3 years (2020: 2-4 years). lease terms are negotiated on an
individual basis and contain different terms and conditions. In
determining the lease term and assessing the length of the non-
cancellable period, the Group applies the definition of a contract
and determines the period for which the contract is enforceable.

Cerfain leases of retail shops comprise variable lease payments
that depends on the original monthly sales of those retail shops if
the amounts are higher than the original monthly rental. The rest of
the leases comprise only fixed payments over the lease terms.

16.

HE
HEFH2ME (UERBASH)

AEBBRELEREZEATEEHLMA
- HEANNEREHAE=F2EFEFH
SN (ZZE-ZTF  —HF) - HEKRTY
REBIEEREZ - BEE TRIERRIEME
RETHEKEREFE N EHEEEzER
B AEEERAANTETETALNA S
172 B o

ETZERNHEEREIREENK  ZF
NRBURR ZETE/mM S A HER (i
ZEeHEeRNnAEES) #HTIHEES
EREBA 2 BIEMR -

2021 2020
s —ZEZEF
HK$'000 HK$'000
FET FET
Buildings leased for own use, carried EE AR HEEZETF
at depreciated cost (RITEXATIER) 2,284 3,100

The analysis of expense items in relation to leases recognised in

profit or loss is as follows:

EEES TR BEAN EXIEE A
m

2021 2020
—E-—fF ZEZEF
HK$'000 HK$'000
FET THET

Variable lease payments not included in AtAHEREHFEZ
the measurement of lease liabilities FEIHE R 79 -
Shortterm lease expenses RHREMX 4,453 2,141

The total cash outflow of leases for the year ended 31 December

2021 was HK$12,815,000 (2020: HK$13,603,000).

148

China Healthwise Holdings Limited ~ Annual Report 2021

B2 - —F+-A=+—HItFEZH
EReRbEEA—T-_BNT—BETA
T(ZEZFF: —F AN TBEZ=FF
JC) °



Notes to the Consolidated Financial Statements

& M H R

For the year ended 31 December 2021 #HZEZZT-——F+-_A=+—HIEFE

16. LEASES (Continved)

Nature of leasing activities (in the capacity as lessee)
[Continued)

Future rental payments relating to leases not yet commenced to
which the Group is committied as at 31 December 2021 are as

16. HE )

HEFE 2ME (UEBASHD)(E)

HEREFER T -_—F+_A=+—HE*%
HmERMABRZAERBE 2 KRB MM

follows: N
Later than
one year and
Not later than not later than
one year two years Total
BB
Property ES FHEB—F BLIRMEF HE
HK$'000 HK$'000 HK$'000
FAET FAET T
Retail shop TEXE 814 854 1,668

No future rental payments relating fo leases not yet commenced is
committed as af 31 December 2020.

lease of refail shops are either with only fixed lease payments or
confain variable lease payment that are based on 8% to 16%
[2020: 8% o 16%) of monthly gross sales and minimum lease
payment that are fixed over the lease term. The payment terms are
common in refail shops in Hong Kong where the Group operates.
The amount of fixed and variable lease payments paid/payable
fo relevant lessors during the year are as follows:

RZZE-TF+-_A=1+—H #HEHEEE
EEAMBZAEEB AKBSMK -

TEEMZHERFEEHEN R EHIR
BRBHEERAIZN\ZBEIZTA(ZF
—EFANZNEASZTRNIFEZA
BHEENK - M&EEENKTIINEERA
BlE - NEEAEEZEETERM R
fERMER - FRAEN, TEMNEFELEA ZE
ERAEHENRSEHIIWT
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16. LEASES (Continved)

Nature of leasing activities (in the capacity as lessee)

(Continued)
For the year ended 31 December 2021

16. HE &)

HMEFEE 2 HE (UEBEASD) (&)

BE-_E-_-—F+-A=t+t—-HLEFE

Number Fixed Variable Total
of shops payments payments payments

EHEE BIE MR AR RBE

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

FHET FHET FERT
Retail shops without variable lease W EATEEEN®
payments TEEH 1 802 - 802
Retail shops with variable lease REAEBEENTZ
payments TEEM 9 7,517 79 7,596
10 8,319 79 8,398

For the year ended 31 December 2020

BE-_ZS-_ZTFE+_A=1+—HIFE

Number Fixed Varioble Total
of shops payments payments payments

JEHEE A ERENEA AT DESE

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

THET TET TET
Retail shops without variable lease WEATEEEN®
payments TEEH 1 690 - 690
Retail shops with variable lease REAERENK
payments TEEM 9 6,364 - 6,364
10 7,054 - 7,054

The overall financial effect of using varioble payment terms is that
higher rental costs are incurred by shop with higher sales.
Variable rent expenses are expected fo continue fo represent @

similar proportion of shop sales in future years.
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FEMBERERME
For the year ended 31 December 2021 #HZE_Z_—F+_A=+—HIFE

16. LEASES (Continved) 16. HE (&)
Nature of leasing activities (in the capacity as lessee) HAESETH S (LUERBAEHR) (&)
[Continued)
Right-of-use assets EREEE
The carrying amounts of the Group's right-of-use assets and the NEBFEREEEEREREESHNT

movements are as follows:

Buildings

BF

HK$'000

T

At 1 January 2020 RZZEZTF—-H—H 12,074

Additions NE 3,272

Depreciation e (2,030)

Impairment (Nofe 15) B (M 15) (2,861)

Disposal of subsidiaries (Note 30) HEKEB AR (MaF 30) (355)
At 31 December 2020 and 1 January 2021 R-ZE-TFE+-_F=+—HK

—E-—F—H—H 3,100

Additions NE 6,096

Depreciation e (3,889)

Impairment (Nofe 15) WAE (Ffat 15) (3,023)

At 31 December 2021 RZE-_—F+-_A=+—H 2,284
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For the year ended 31 December 2021

BE-T-—F+-A=+-ALTE

16. LEASES (Continved)

Lease liabilities

The carrying amounts of the Group's lease liabilities and the

movements are as follows:

16. HE &)
HEaE

Buildings
BF
HK$'000
FHIT
At 1 January 2020 RZE-_EF—F—H 18,290
Additions NE 3,272
Inferest expense T EF X Q02
Covid-19-related rent concession Covid- 19 MBI &R % (2,107)
lease payments HER® (11,462
Disposal of subsidiaries (Note 30) HEMB AR (A 30) (580)
At 31 December 2020 and 1 January 2021 R-E-EF+-_A=+—HEK
—EF-—F—H—H 8,315
Additions NE 6,096
Inferest expense MERX 547
Covid-19-related rent concession Covid- 19 I R % (152)
lease payments HERR (8,283)
At 31 December 2021 R-EBE-_—F+-_A=+—H 6,523
Future lease payments are as follows: RREERNFAT -
Minimum Present value
lease of minimum
payments Interest  lease payments
BIEHEE
BRIEAER FE HREE
HK$'000 HK$'000 HK$'000
At 31 December 2021 HN-—ZE-_—F+=-A=+—H FHET FET FET
Nof later than one year TiBiE—F 5,377 (242) 5,135
Later than one year but HiE—FEIRME
not lafer than two years 1,419 (31) 1,388
6,796 (273) 6,523
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For the year ended 31 December 2021 #HZEZZT-——F+-_A=+—HIEFE

16. LEASES (Continved)

Lease liabilities (Continved)

16. HE )

HEaE#E)

Present value

Minimum lease of minimum
payments Inferest  lease payments
®EHEE
KB ERK FLE ~NERE
HK$'000 HK$'000 HK$'000
At 31 December 2020 RZEZEF+=-A=+—H FET FHIT FHBT
Not later than one year TBE—F 6,923 (748) 6,175
Later than one year but BiE—FELRRF

not lafer than two years 2,204 (64) 2,140
Q127 (812) 8,315

The present value of future lease payments are analysed as: AREENKZBREDHTNAT
2021 2020
—E-—F —ZEZTF
HK$'000 HK$'000
FET T
Current liabilities mENaE 5,135 6,175
Non-current liabilities EmEBBE 1,388 2,140
6,523 8,315

During the year ended 31 December 2021, the incremental
borrowing rate applied to lease liabilities range from 5.74% to

©.53% (2020: 5.63% to 9.53%).

Total lease payment related to lease contract entered info between
the Group and a fellow subsidiary of a substantial shareholder of
the Company amounted to HK$ 1,773,000 for the year ended
31 December 2021 (2020: HK$2,112,000). The lease liability
related fo this lease contract as at 31 December 2021 was nil

(2020: HK$693,000).

BHE_Z-_—F+-_A=+—HILFE &
RAREERECREERNENFESZA
HBrUERao 2 BA=(Z2_2F: 7
DZABAR=ZEADZINHAE=) -

HE - Z-—F+-A=t+—HIFE &
KEBEARNR—ZETERE 2 —HERZEH
BARFRIVHEANMRE AEREEE
AE—BHttEtEZFAT(ZZE_ZTF:
“TH—tT—BZFAERT) - RZ_E_—F
+ZA=+—H ARAEENRBIEE
BEAT(ZE_ZTF : XTAB=TH) °
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For the year ended 31 December 2021 #HZE_ZE_—F+_A=+—HIFE

17. GOODWILL 17. @&
2021 2020
—E-—F —TFTF
HK$'000 HK$'000
FTET T
Cost 5@
At the beginning of the year NG 614 95,990
Disposal of subsidiaries (Note 30) HEE AR (K7E 30) - (95,376)
At the end of the year RER 614 o614
Accumulated impairment ZIRE
At the beginning of the year REF ) 614 95,990
Disposal of subsidiaries (Note 30) HEKT B AT (M7 30) = (95,3706)
At the end of the year REXR 614 614
At the end of the year RER
Cost ﬁXZ]S 614 614
Accumulated impairment ZFHRE (614) (614)
Net carrying amounts IREFE - -
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For the year ended 31 December 2021 #HZE_Z_—F+_A=+—HIFE

17. GOODWILL (Continved) 17. B8 %)
Goodwill acquired in business combination is allocated, at FIBERAGNE Y mERKER SR ETE
acquisition, to the CGU that is expected to benefit from that HART R TR A B TS EL BT - b
business combination. For the purpose of impairment fesfing, cost BAREmMS  BEKAALEFEERFER
of goodwill and infangible assets with indefinite useful lives were FH Y EMEAENRED SRy HeELAS
allocated to CGU identified as follows: I
Goodwill Intangible assets (Note 18]
Gk BREE (M 18)
2021 2020 2021 2020
—E--F —TEF —E--F e S8
HK$'000 HK$'000 HK$'000 HK$'000
THET FET T TET
Cost R
— Chinese health products — PEERER 614 o614 5,094 5,094
Accumulated amortisation and Rt EERRE
impairment
— Chinese health products — HERER 614 o614 5,094 5,094
Net carrying amounts BREEE - - _ _
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For the year ended 31 December 2021 #HZEZZ

S~ A=t—ALFE

18. INTANGIBLE ASSETS

18. BILEE

Trademarks
iR
(Note)
(BtsE)
HK$'000
T
Cost AR A
Ar 11 January 2020, 31 December 2020, WZZE=_TF—F—H  —T=-_TF
1 January 2021 and 31 December 2021 +-A=+—B8 -—ZE-—4%—AF—8~k
—E-—F+=-A=+—H 5,094
Accumulated amortisation and impairment R T # 85 & B E
At 11 January 2020, 31 December 2020, WMZ-ZE-_ZTF—A—H  ZZE_FF
1 January 2021 and 31 December 2021 +=—A=+—H -Zf=—F—A—HBK
—E-—F+=ZA=+—H (5,094)

Net carrying amounts
At 31 December 2020 and
31 December 2021

BREFE
RZE_TF+-_A=+—HK
—E-—F+=-A=+—H

Nofte:

The useful lives of frademarks, which were acquired through the acquisition
of the Group’s Chinese health products business, are estimated by the
directors of the Company to be indefinite as the frademarks are renewable
at insignificant cost at the option of the Group. Full impairment loss was

Wizt -

recognised during the nine months ended 31 December 2019. BE51E -
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FEMBERERME
For the year ended 31 December 2021 #HZE_Z_—F+_A=+—HIFE

19. SUBSIDIARIES 19. KB =
Particulars of the subsidiaries of the Company at 31 December RZEZ—FR_ZE_TF+_A=+—
2021 and 2020 are as follows: B AXTZHBATIEENT -
Form of Particulars of
Place of incorporation  business issued share capital/
Name of Subsidiary and operations structure registered capital Effective percentoge holding ~ Nature of business
ERBR BRIRE/
WELARARE EMRIRESHE  FR HREREE ERBREAN EEHE
2021 2020
ZE--f _TCZE
% %
Shares held directly:
ERBAZRY
Future Empire Limited Biiish Virgin Islonds Corporate Ordinary US$50,000 100 100 Investment holdings ond
invesfing in financial instruments
Future Empire Limited AEGARES i L8R 50,000% REBRRRASRIA
Ace Seoson Holdings Limited Biish Virgin [donds~~ Corporale Ordinary US$1,000 100 100 Invesiment holdings
Ace Season Holdings Limited EBEMREE 2F EER1 0005 RERR
New Mind {Hong Kong) Limited Hong Kong Corporate Ordinary HKS 100 100 Invesimen holdings
HE(ER) R AR e 2] LER1ET REER
Shares/investments held indirectly:
BiEEEzRe/RE:
Hong Kong Healthwise Limited* Hong Kong Corporate Ordinary HK$1 100 - Dormant
Hong Kong Healfwise Limited* (30 i LRR1 AT XK
Haier Healfwise Company Limited Hong Kong Corporate Ordinary HKS 100 100 Invesiment holdings
BRSEREERLA £ 7] LERIET RERR
Ulra Classic Investments Limited Briish Virgin Islonds Corporofe Ordinary US$1 100 100 Investment holdings
Utra Clossic Investments Limited AEEMRES 2] LEREL REER
Good Cheer Global Limited Hong Kong Corporate Ordinary HKS 100 100 Money lending business
Goad Cheer Global Limited £ 7] LERIET HEEH
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For the year ended 31 December 2021 #HEZZE-_—F+-_A=+—HIEFE

19. SUBSIDIARIES (Continued) 19. M‘J'E/A\ﬁ_l(%ﬁ)

Form of Particulars of
Place of incorporation  business issued share capital/
Name of Subsidiary and operations structure registered capital Effective percenfoge holding ~ Nature of business
RHRR BRTRE/
il P IMRURERRE  FR AMERFE EREREIM RHME
2021 2020
—$--f 2%
% %
Shares/investments held indirectly:
BB/ RE:
NPH Holdings Limited Biiish Virgin [donds~ Corporate Ordinary US$50,000 100 100 Invesiment holdings
NPH Holdings Limited EE4EEREE G| EER0,000%T REHR
Poo Yuk Loong Limited Hong Kong Corporce Ordinary HK$350,000 100 100 Invesimen holdings
RERERAA B i L3R 350,000 7 RERR
N P H SinoMedtech Limited Hong Kong Corporce Ordinary HK$2 100 100 Invesiment holdings
BT ERERAT (30 A EBR2AT REER
Nam Pei Hong Sum Yung Drugs Hong Kong Corporate Ordinary HK$1,200,000 100 100 Trading of Chinese health
Company Limited producs
BLTEERIARAA (3 A L8R 1,200,000 7 PERRRES
Poo Yuk Loong Food (Shenzhen| The PRC Corpore Registered RMB3,000,000 100 100 Trading of Chinese healh
Company limited® producls
REER® (A BRAA" hE i HMERARE 3,000,000 hERRRES
* Incorporated during the year ended 31 December 2021. * RBE_Z_—FT_A=+—HIEFE
FEMAAL o
# Limited liability company (solely invested by Taiwan, Hong Kong or ¢ RPBEKZ 2 EREELRI(T2HAE -

Macau legal person) established in the PRC. BEIBPVEARE) ©
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For the year ended 31 December 2021 #HZEZZT-——F+-_A=+—HIEFE

20. FINANCIAL ASSETS AT FAIR VALUE THROUGH 20. BAFEFAEGZZERERE
PROFIT OR LOSS
2021 2020
—E-—F —EEF
HK$'000 HK$'000
FET FET
Equity securities listed in Hong Kong — MNEE T RAFS —
at fair value BAYE
— Current portion (Note (a) — REED (K (a) 56,904 105,088
Unlisted equity securities FE LR E S
— Non-current portion (Note (b)) — IEREE D (M aE (b)) 2,400 2,611
59,304 107,699

Fair value of listed equity securities is defermined based on quoted
bid prices in the Stock Exchange. Fair value of unlisted equity
securities is determined based on valuation using asset-based
approach.

As at 31 December 2021, a portfolio of listed equity securities
with carrying amount of HK$52,591,000 (2020:
HK$68,942,000) have been pledged to secure margin loan
from a securities broker (Note 26).

Note:

(@) The equity securities are classified as financial assets at FVTPL as
they have been acquired principally for the purpose of selling in
near term, or are part of a portfolio of identified financial instruments
that are managed together and for which there is evidence of a
recent actual pattern of shortterm profittaking. Changes in their fair
values are recognised in profit or loss (Note 7).

(b]  Fair value of unlisted equity securities was determined based on
valuation using assetbased approach. Further details of fair value
measurement are disclosed in Note 39 1o the consolidated financial
statements.

B

ETRANRE S 2 AR TR IR A P R (B
RETE ° IFLMBRAES 2 A FHEDRIERE
REEEBELMIEHEETE -

MW-E-—F+-A=+—H8 LtHRLAE
HFEAEREERAT _ERATAE—THx(=
T_TF:ATNA\BATEE-FELE
FEA - UEERA —BBHFCLZRES
BR(MIFE20) °

s -

(o) ERBRABHFDEEREHALEMEA -
SHRHRAEIER 2 A#MNes T AA
G285 BEERBETOEBERDRE
GABcEBRRN B REATE f
ANBHZEREE - ZERABHF 2R
EEFNIBRAER(HE7) -

b) FLETRAZBZFZAFEDAEERER

ZIEETHEMEE - A TFEFEZHE
— HRHENER A M S IR ML 3O B EE -
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For the year ended 31 December 2021

BE-T-—F+-A=+-ALTE

21. INVENTORIES 21. 7E
2021 2020
—E-—fF ZETF
HK$’000 HK$'000
FExT FHIT
Finished goods IR B 60,713 47 964

During the year ended 31 December 2021 and 2020, no write-

down of inventories was recognised.

22.

TRADE AND OTHER RECEIVABLES, DEPOSITS

REBEE_ZE-_—FR_FE=-_FF+=A
—+—BIFE UTERIHATE -

22. BB 5 BR A K H 1l fE W RROR -

AND PREPAYMENTS RERBEMNKE
The carrying amounts of frade and other receivables, deposits and FEWE 2 MR S Bt R W RIR ~ 128 R TR
prepayments are as follows: HIEZ BREMBENT :
2021 2020
=B —F —ZE-TF
HK$'000 HK$'000
FHET THETT
Trade receivables FEWE 5 BR K 6,297 7,365
less: allowance for ECL B TEEME S B EEE (616) (616)
5,681 6,749
Deposits and other receivables e N E A EUGKIA 4,712 5,259
Prepayments BT FRIE 1,450 1,561
11,843 13,569
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For the year ended 31 December 2021 #HZEZZT-——F+-_A=+—HIEFE

22. TRADE AND OTHER RECEIVABLES, DEPOSITS
AND PREPAYMENTS (Continued)

[a) The ageing analysis of the trade receivables, net of
allowance for ECL, based on invoice dates as of the end of

22.

U E 5 AR 7 & H b fE Y FhoE -

RERFENARE®E)

(@ HNBREHEEBEEEEEREER
R BEAN KB SERY

reporting period, is as follows: BB DI
2021 2020
—E-—F —E-THF
HK$’000 HK$'000
FET THET
0-90 days ZENAT+H 5,174 6,071
21-180 days h+—BZ—B/N\+H 507 678
5,681 6,749

The Group's sales are on open account terms. Credit terms
are reviewed on a regular basis. The normal credit terms
range from 30 to Q0 days (2020: 30 to 90 days) but
business partners with strong financial backgrounds may be
offered longer credit terms.

(b)  During the year ended 31 December 2021, no impairment
loss was recognised in respect of frade receivables (2020:

HK$35,000).

Further details of ECL assessment on the Group's frade and other
receivables are disclosed in Note 38(a) to the consolidated
financial statements.

AEE 2 HEDARKRGTET - 5
ST ESRS EREEHN T
=tHEATB(ZZ=ZF : =+H
ENTR) BHMNERZRBEBH
ARTREZEES -

b) #HEZZE-_—F+-_A=+—8HULHF
B WENEWE SRR ERREE
B(CE-_ZEF: ZBRTAET) -

B RN 5= B R W 55 BR R N L b e KUK IR
ETRHRERERM G ZE - FHBNES
BT ¥R M =L 38(a) IR EE -
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For the year ended 31 December 2021 #HEZZE-_—F+-_A=+—HIEFE

23. LOAN RECEIVABLES

The carrying amount of loan receivables from money lending

23. R ER
A R B A A 2 R E [ 10

business of the Group was as follows:

T

2021 2020
—E-—F —EFF
HK$'000 HK$'000
THET T

loan receivables arising from money BB EELE 2 EIKRE R
lending business 300,537 282,473
less: allowance for ECL B TR EEBEEE (161,965) (59,359
138,572 223,114

As at 31 December 2021 and 2020, loan receivables are
unsecured, inferestbearing at fixed rates ranging from 8%—15%
per annum.

The maturity profile of the loan receivables, net of allowance for
ECL, if any, at the end of the reporting period, analysed by the
remaining period to ifs confracted maturity, is as follows:

RZE-Z—FR-_ZE-_ZTF+_F=+—
B EREFEEERE  ZETEFFENT
BOoZN\EZEBHDZTHE -

RBERR - BRER(NRBREEESR
BEAE))ZANTAEEA 2 FHHR
o 2 BIBERT

2021 2020

—E-—fF ZETF

HK$’000 HK$'000

FET FHIT

Within 1 year —FR 32,392 87,136
Over 1 vear B—F 106,180 135,978
138,572 223,114

During the year ended 31 December 2021, impairment loss of
HK$ 102,606,000 was recognised in respect of loan receivables
(2020: HK$48,657,000).

Further details of ECL assessment on the Group's loan receivables
are disclosed in Note 38(a) to the consolidated financial
statfements.
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For the year ended 31 December 2021 #HZE_Z_—F+_A=+—HIFE

24. CASH AND CASH EQUIVALENTS

25.

24. BERREEEY

2021 2020

— —ECTF

HK$'000 HK$'000

FET FET

Cash and bank balances Be MIRITEER 40,007 34,829

Bank balances carry interest at floating rates and placed with

creditworthy banks with no recent history of default. RS2 EEBRIFZIRIT -

Further defails of ECL assessment on the Group’s bank balances
are disclosed in Note 38(a) to the consolidated financial

RITREBILEDN IR - DFERLEE

BRUAKERTEHRETIBIEEBR
FfECE—THFBREAM B RRME

statements. 38(a) I -
TRADE AND OTHER PAYABLES AND ACCRUED 25 EREBESZRRAREMESRER
CHARGES FEFTE A
2021 2020
—B-—F —E_THF
HK$'000 HK$'000
FTExT THTT
Trade payables JERTE 5 AR 17,604 10,700
Other payables and accrued Hith fE BB R ERT B
charges 9,006 9,625
26,610 20,325
PRSEREERERAT —T-—FR 163



Notes to the Consolidated Financial Statements
FEaMEREME
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25. TRADE AND OTHER PAYABLES AND ACCRUED 25 ENESRANRHEMENRER
CHARGES (Continued) EstER#)

BERSHR  BNESERFNIREE AR

The ageing analysis of frade payables, based on invoice dates as

of the end of reporting period, is as follows: TEEESFIT
2021 2020
—E-—F —E-THF
HK$’000 HK$'000
THET THET
0-90 days 17,465 2,555
@1-180 days N+—BZ—A/N\TH = 8,006
181-365 days —BNAT—BE=B,~THH = -
Over 365 days B=E/thH 139 139
17,604 10,700

26. BORROWINGS fBE

2021 2020
—E-—F T EF
HK$’000 HK$'000
FET FAT
Margin loan from a securities broker B —Z B HF LKL ZIRBSER 12,036 20,000

As at 31 December 2021, the Group had margin loan from a

RZE-—F+-A=+—H AEEKRAH

securities broker of HK$12,036,000 (2020: HK$20,000,000).
The margin loan was interestbearing at 10% (2020:10%) per

—HABHRRZRECERR—T-BZ=
BATEL(ZZ-ZF: —_T&HET) - &
annum, repayable on demand and were secured by a portfolio of BREFRFETE(ZZE2F : +E)&
listed equity securities with carrying amounts of HK$52,591,000 B AEREXEE Y NUKHEE
(2020: HK$68,942,000). ET-ARtNAE-TET(ZZ_FTF:
ARTFNBATOE-FET) 2 FRAZE
FHAEEHEM -
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For the year ended 31 December 2021 #HZEZZT-——F+-_A=+—HIEFE

27. DEFERRED TAX

The movements in deferred fax assefs and liabilities during the

year, without taking info consideration the offsetting of balances

within the same tax jurisdiction, if any, were as follows:

27 EFERTE

FRNREERAEEENBEZE (T EFA—
Mg AR A AR (AT

Deferred tax assets: ERBIRAE -
Allowance
for ECL
on financial Cumulative
assets tax losses Total
MEMEE
FEHREE
EiEsiRz
B ZRIBEER Febay
HK$'000 HK$'000 HK$'000
FET FETT FET
At 1 January 2020 RZE-ZTF—H—H 2,036 1,533 3,569
Credit/charge] fo profit or loss AR (BEDIHE) 1,710 (1,053) 657
Disposal of subsidiaries (Nofe 30) HEMB AT (K 30) (138) (480) (618)
At 31 December 2020 R-ZE-_ZTF+-_A=+—H
and 1 January 2021 rMZZTE-_—%—HF—H 3,608 - 3,608
Charge fo profit or loss B8 bk (2,4606) - (2,460)
At 31 December 2021 RZEB-_—F+_A=+—H 1,142 - 1,142
Deferred tax liabilities: EEFIEEE
Convertible
loan notes
EIE:: Vs
BXRE
HK$'000
FET
At 1 January 2020 MR-ZZE_ZTF—HF—H 1,920
Credit fo profit or loss T AR (1,920)
At 31 December 2020, 1 January 2021 and R-ZEBE-FTF+-—A=+—H =—ZT=-—%F
31 December 2021 —A—BAR=E-—F+=-A=1+—H -
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For the year ended 31 December 2021 #HZE_ZE_—F+_A=+—HIFE

27. DEFERRED TAX (Continued)

A deferred tax asset has not been recognised for the following:

27 RIERIE (&)

WA TS RERIEEHAEE -

2021 2020
—B-—F T CTF
HK$'000 HK$'000
FET FET

Deductible temporary differences AR R A = H
— Accelerated tax depreciation — REBIEIHE 6,711 6,838
Unused tax losses AE) AT IEEE 229,525 115,821
236,236 122,659

Deferred fax assets are recognised for estimated tax losses carry
forward fo the extent that the realisation of the related tax benefits
through future taxable profits are probable. The Group did not
recognise deferred fox assets in respect of estimated losses
amounting to approximately HK$229,525,000 (2020:
HK$115,821,000] that can be carried forward against future
toxable income. All tax losses as at 31 December 2021 and
2020 may be carried forward indefinitely.
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For the year ended 31 December 2021 #HZE_Z_—F+_A=+—HIFE

28. SHARE CAPITAL

28. B

Authorised
HE

Convertible cumulative

redeemable preference shares of

US$100,000 each

Ordinary shares of HK$0.01 each
(2020: HK$1.0 each)

BREETEXTZ SREAESHT-BI2LER
ARRTEETEEELR (ZB-2F . BR-%T#ERn)
Number of shares Number of shares
REAEE BRAEE
US$'000 '000 HK$'000
TEn Fiz TET
At T January 2020 RZE-TF—H[—H 40 4,000 15,000,000 1,500,000
Share consolidation (Note (b)) Bt A 6F (HiaE (b)) - - (13,500,000} -
At 31 December 2020 R-ZE-FEE+-A=+—H
and 1 January 2021 k-ZE-—-%—-f—H 40 4,000 1,500,000 1,500,000
Capital reorganisation (Nofe (c]) BREME (Mt () - - 148,500,000 -
At 31 December 2021 R-E-—F+-A=1+—H 40 4,000 150,000,000 1,500,000

Issued and fully paid
BRTRAR

Convertible cumulative

redeemable preference shares of

US$100,000 each

Ordinary shares of HK$0.01 each
(2020: HK$1.0 each)

EREETEEZRZ SREAESHT-BI2LER
ARRTEETEEELR (ZB-2F . BR-%T#Exn)
Number of shares Number of shares
REAEE BRAEE
US$'000 '000 HK$'000
TEn Fiz TET
At T January 2020 R-E-EFE—-f—H - - 7,865,458 786,546
Repurchase and cancellation BRI REERR (Kt ()
of shares (Note [a]) - - [160,650) (16,065
Share consolidation [Note (b)) W17 & B (AaE (b)) - - (6,934,327) -
At 31 December 2020 R-E-FEE+-A=+—H
and 1 January 2021 kZZE-—-%—-f—H - - 770,481 770,481
Capital reorganisation (Nofe (c]) EREAMF () - - - (762,776
At 31 December 2021 RZE-_—E+-A=+—H - - 770,481 7,705
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BE-T-—F+-A=+-ALTE

28. SHARE CAPITAL (Continved)

Note:

(al

(b)

168

During the year ended 31 December 2020, the Company

repurchased and cancelled its own shares as follows:

28. BRA (%)
it

(@) REBEE-Z_ZFT_A=t+—HIFE"
ANAFEENFEHEATBRMHIT -

Price per share

BREWR

Number of Aggregate
ordinary share of consideration
HK$0.10 each Highest Lowest paid

Month of repurchase  E&E A 2 BREH—F
BT2EBR BE RIE ENERE
‘000 HK$ HK$ HK$'000
TR BT BT THET
January 2020 ZETF—HA 19,200 0.036 0.034 700
March 2020 —T-TF=H 20,150 0.029 0.026 577
April 2020 z 17,550 0.028 0.027 480
May 2020 Z 29,850 0.030 0.028 875
June 2020 ZECTERA 52,150 0.034 0.029 1,649
139,600 4,281

The above repurchased ordinary shares of HK$4,281,000,
together with 21,050,000 ordinary shares of HK$711,000
repurchased during the period from 1 April 2019 o 31 December
2019, representing aggregate amount of HK$4,992,000, were

cancelled during the year ended 31 December 2020.

On 25 September 2020, the share consolidation became effective
whereby every 10 ordinary shares of HK$0.1 each was

consolidated info one share of HK$ 1.0 each.
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For the year ended 31 December 2021

ReMBERERME
HE=ZT-—Ft+t=A=+—HIFE

28. SHARE CAPITAL (Continved)
Note: (Continued)

(c)

Pursuant o an extraordinary general meeting held on 11 August
2021, the resolution approving the capital reorganisation involving
capital reduction, share sub-division and share premium reduction
[the "Capital Reorganisation”] was duly passed by way of poll. The
Company completed the implementation of the Capital
Reorganisation on 6 October 2021, in which the Capital
Reorganisation involved:

(1

(2)

(3)

Capital reduction

The par value of each of the issued ordinary shares of the
Company was reduced from HK$1.00 to HK$0.01 by
cancelling the paid-up share capital fo the extent of
HK$0.99 per issued ordinary share (the “Capital
Reduction”). The credit arising from the Capital Reduction of
HK$762,776,000 were credited to the accumulated losses
of the Company.

Share sub-division

Immediately following the Capital Reduction, each of the
authorised but unissued ordinary shares of par value of
HK$1.00 each will be sub-divided info 100 adjusted shares
of par value of HK$0.01 each.

Share premium reduction

The credit arising from the share premium reduction of
HK$311,491,000 were credited to the accumulated losses
of the Company.

Following the Capital Reorganisation, the authorised share capital
of the Company was HK$1,500,000,000 divided into
150,000,000,000 shares, of which /70,480,836 shares have

been issued and are fully paid.

28. BA& (&)
Bt (48)

)] WER-_Z--—FNA+-—RBETZERR
FRIRE - #EW R EARERE - RO KA
M traErliRc ERER(TEAREH])
ZRBREBBRERATAEERAS
AAFER-"BE-——F+AAEREBE
AEM BPEREESN

(1) EBEARHH
ARAEEETHBEARASRD %
TEBRZHNNETZAIR - BE
REHTERR2HEER—HTTE
THREZHZE BT EXH
B e BB A HIRE & 2 E R
tREAT BT EEARTERTER
ARREZ BETEE

(2) BOFHA
ZREEAEMAR  EREES—HT
TETZBREEEERETEBR
BFAR—AREREEATHE—
BT AR

(3) MROEEEIRE
B B £ i (B HI AL T 22 AR 2 BR R
=E-T-BEt+AE - TETE
ARRAZ REtEE -

ETEABRR  ARREERARTRE
B 2R —-—THEHABREN &%
HEETEOTNASN A=t AREHEE
BEOTWEHRE -

RESEREERERAT —E-—FR 169



Notes to the Consolidated Financial Statements
FEaMEREME

For the year ended 31 December 2021 #HEZZE-_—F+-_A=+—HIEFE

29. SHARE OPTION SCHEME 29. BIRFESTE

The Company operates a share option scheme (the “Scheme”) for
the purpose of providing incentfives and rewards fo eligible
participants who contribute to the success of the Group's
operation. The Scheme, which was adopted by an ordinary
resolution of the shareholders on 14 September 2012, consfitutes
a share option scheme governed by Chapter 17 of the Llisting
Rules.

Under the Scheme, share options can be exercised at any time
during the periods to be defermined and notified by the directors
of the Company to the grantees at the time of making offers to
grant share options fo them, provided that such periods shall not
exceed the period of ten years from the date of grant. The scheme
mandate limit of the Scheme was refreshed pursuant to a
shareholders’ resolution passed in the annual general meetfing of
the Company held on 4 September 2018 (the "AGM”"). The
maximum number of shares available for issue under the Scheme
is 85,213,083, representing 10% of the issued ordinary share
capifal of the Company as at the date of the AGM, affer the
share consolidation of the Company on 25 September 2020. The
subscription price for the shares under the Scheme shall be a price
defermined by the directors at its discretion, provided that it shall
not less than the higher of (i) the closing price of the shares stated
in the daily quotation sheets of Stock Exchange on the date of
grant and (i) the average closing price of the shares stated in the
Stock Exchange’s daily quotation sheets for the five business days
immediately preceding the date of grant of share options. A
nominal consideration of HK$1 is payable for each of the share
options granted.

No share opfion was granfed, exercised, lapsed or cancelled

during the years ended 31 December 2021 and 2020.

At 31 December 2021 and 2020, there was no outstanding
share options under any share option scheme.
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30. DISPOSAL OF SUBSIDIARIES
Disposal during the year ended 31 December 2020

30. HEME AT
REE-F-TET-A=+—ALFEEY

As referred to Note 8(b) to the consolidated financial statements,
on 30 October 2020, the Group disposed of the Disposal Group
which engaged in sale of OBM foys. The purchaser is a
connected person of subsidiaries of the Company under Chapter
14A of the Listing Rules. The net liabilities of OBM toys segment af

the date of disposal were as follows:

HERIH

A8 Frit - R—E—TFE+ A=+
H AEEHEHESEE(KEgEREE
BIMAEE) BELMBAUEI4AE B
REARFIMBARIZHEEAL - BEME
BEASHNHERSHZ AEFENT ¢

HK$'000
FHET
Net liabilities disposed of: EEHAEFR
Property, plant and equipment ME - B RERE /7,294
Rightof-use assets EREEE 355
Deferred tax assets RIER IR & FE 618
Inventories & 21,462
Trade and other receivables, deposits and FE B 5 B8R 3k N L Ath B W zkIE
prepayment Re RIBFFIA 117,407
Cash and cash equivalents RekReEED 2,176
Trade and other payables FEN B R N H A e 5RIE (163,090)
lease liabilities HEBE (580)
Borrowings CEN (30,753)
Tax payables JER TR IE (928)
Amount due to the Group JEN AR B FRIE (8,640)
Net liabilities BEFE (54,685
Amount due to the Group assigned to the purchaser B2 F B 7 2 BT AN & B 2/ 1E 8,646
Release of exchange fluctuation reserve upon BB A RIS R bR 2 B SR B R
disposal of subsidiaries (188)
Gain on disposal of subsidiaries R B A Rz Has 46,227
Total consideration HBRE -
Satisfied by: AR
Cash Re -
Net cash outflow arising on disposal: HEFHEE 2R MHEFE -
Cash consideration ReRE -
Cash and bank balances disposed of FrHEIR & RIRTTAEER (2,176)
(2,176)
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31. RESERVES 31. f#E

The Group

The natures and purposes of reserves are set out below:

Share premium

Under the Companies Llaw (Revised) Chapter 22 of the Cayman
Islands, share premium of the Company is available for paying
distributions and dividends to shareholders subject to the
provisions of its Memorandum and Articles of Association and
provided that immediately following the distributions or dividend
payments, the Company is able to pay its debts as they fall due in
the ordinary course of business.

Convertible loan nofes — equity reserve

Amount of proceeds on issue of convertible loan nofes relafing fo
the equity component (i.e. option fo convert the debt into share
capital).

Exchange fluctuation reserve

Exchange fluctuation reserve represents foreign exchange
differences arising from the franslation of the financial statements
of foreign operations. The reserve is dealt with in accordance with
the accounting policy sef out in Note 5[l) to the consolidated
financial statements.

Retained profits/accumulated losses

It represents the cumulative net gains and losses recognised in
profit or loss.
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g B

31. RESERVES (Continved)

3. @#E®

The Company b NN
Convertible
Share loan notes — Accumulated
premium equity reserve losses Total
g
BEREE —
B RE LB ZitE#E st
HK$'000 HK$'000 HK$'000 HK$'000
FHT BT FET FHET
At 1 January 2020 RZE-_ZETF—HF—H 424,467 19,835  (1,065,916) 621,614)
loss for the year FERNEE - - (83,051) (83,051)
Repurchase and cancellation of &[] & 7E 85 A% 17
shares - - 11,073 11,073
At 31 December 2020 and RZE_EF+-_A=+—H
1 January 2021 r—ZFE-—F—H—H 424,467 19,835 (1,137,894) 693,592)
Profit for the year F g A - - 6,704 6,704
Capital reorganisation EAREHE (M 28(c))
[Note 28|c)) (311,491) - 1,074,267 762,776
At 31 December 2021 N-E-_—F+=-F=+—H 112,976 19,835 (56,923) /5,888
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32. HOLDING COMPANY STATEMENT OF 32. IR A BB EARRE
FINANCIAL POSITION
2021 2020
—E-——F —E-FTF
Notes HK$’000 HK$'000
M5 FExT FET
ASSETS AND LIABILITIES EEREE
Non-current assets kRBEE
Interests in subsidiaries S IIEPNCIPA: Fo 153,564 155,447
Financial assets at FVTPL WA EFAERZZ
TREE 2,400 2,611
155,964 158,058
Current assets REEE
Prepayments FafRFRIA 151 145
Cash and cash equivalents HE NRIESEEY 2,498 7,251
2,649 7,396
Current liabilities REEE
Other payables and accrued charges — H fth B 8 K fE &+ 5 2,720 3,005
Convertible loan notes AR ERERE 72,300 -
75,020 3,065
Net current (liabilities)/assets wE (8 EEFE (72,371) 4,331
Total assets less current liabilities WEERARBER 83,593 162,389
Non-current liabilities kRBEME
Convertible loan notes AR E R EE = 85,500
Net assets EEZE 83,593 76,889
EQUITY EE
Share capital N 28 7,705 770,481
Reserves Eie] 31 75,888 (693,592)
Total equity RS 83,593 76,889
Signed on behalf of the board of directors by: REEEZSEE:
Lei Hong Wai Tse Chi Keung
R =
Director Director
EFE 2
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33.

34.

CONTINGENT LIABILITIES 33.

At 31 December 2021 and 2020, the Group had no material
contingent liabilities.

RELATED PARTY TRANSACTIONS 34
During the years ended 31 December 2021 and 2020, the

Group had fransactions and balances with related parties, some
of which are also deemed to be connected parties pursuant to the
Listing Rules. Besides, transactions between the Company and its
subsidiaries have been eliminated on consolidation and are not
disclosed in this note.

(a)  During the years ended 31 December 2021 and 2020,
the Group entered into the following material fransactions
with related parties:

HREE

RZE-—FR_ZTE_TF+_F=+—
B AREBTESEAKAREE -

. BREALXRS

HE_ZT-_—FR-_ZT-_ZTF+_A=1+—
BIEFE  AEBEZEFEEEAT(BHI
BIELEMRAEEABEALD)ETRIR
BERREE - I ARBIRENBARZ
BMZRPERGA AR EE - 8RN
AR -

(o) BEZZE=-Z—FR-_ZF-_ZFF+=A
=T—RAIFE  AEBEEBEEA
TR TEARS

Related party relationship Types of transaction Transaction amount
FHEALRRE REER XEEH
2021 2020
—E-—F —_TFTF
HK$'000 HK$'000
FHET T
Fellow subsidiary of a substantial Inferest on lease liabilities
shareholder of the Company HEBEHNR 11 129
ARB—HBEERRZAZME AT
Shorterm lease expenses
RHITE &R 2 1,069 -

(b) Compensation of key management personnel
remuneration

The remuneration of directors, who are key management
personnel, are disclosed in Nofe 14(a) fo the consolidated
financial statements.

The remuneration of directors is defermined by the
remuneration committee having regard fo the salaries paid
by comparable companies, time commitment and
responsibilities, and employment conditions elsewhere in the

Group.

B

b) FTEEEREREFMEE

EX(FRIZTHEERE)FHMNE
B BEIRRMIFE 1 4(a) BFE

EEFHEFHEEG2RTELE
AAFHES  BEAEREEUR
FEBEMER IR -
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35. CONVERTIBLE LOAN NOTES 35. IR EFE

On 8 October 2018 [the "Issue Date”), the Company issued wo= —/\i—f—ﬁ)\a (1338 ]) » &2

initially 8% straight bonds with a principal amount of MEBRTNEZERELE K2 EA
HK$ 120,000,000 with conditional conversion rights [the — B T EEITT A S A (SRR ([
"Conversion Rights”). The bonds mature two years from the lssue ) o BE Y AESEEERITHBIWERE

Date at their principal amount, or subject to the satisfaction of
certain condifions precedent in relation to the Conversion Rights
(the "CB Conditions Precedent’), can be converted info ordinary
shares of the Company at the holder's option (the “Conversion
Option”) at the fixed rate of HK$O.1 per share. On 22 November
2018 [the "Change Date”), the Conditions Precedent have been
fulfilled and the straight bonds were changed to 6% convertible
loan notes embedded with the rights of early redemption by the
Company (the “Redemption Rights”). The convertible loan notes
are denominated in Hong Kong dollars. Further details of the
convertible loan notes were set out in the Company's
announcements dated 8 October 2018 and 22 November
2018.

The convertible loan notes contain the Redemption Rights that
allow the Company as the issuer to redeem the convertible loan
notes at par together with accrued interests at any time during the
life of the convertible loan notes. The redemption price is
substantially equal to the amortised cost of the liability component
of the convertible loan notes. Accordingly, the Redemption Rights
are considered fo be ‘closely related” to the liability component of
the convertible loan notes, and the Redemption Right is therefore
not separately recognised from the liability component of the
convertible loan notes.

During the year ended 31 December 2020, the Company
exercised Redemption Rights to redeem the convertible loan notes
with principal amount of HK$34,500,000. The redemption price
paid fo the subscriber was HK$34,500,000 and loss on partial
redemption of HK$ 1,248,000 was recognised in the profit or
loss.

On 28 August 2020, the Company entered info the supplemental
agreement with the subscriber that the Company and the
subscriber conditionally agreed to extend the original maturity
date of convertible loan notes for two years to 10 October 2022.
All the conditions precedent was fulfilled on @ October 2020.

Pursuant fo share consolidation effective on 25 September 2020
(Note 28), the conversion price of HK$0.1 per share was

adjusted to HK$ 1.0 per share.
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35. CONVERTIBLE LOAN NOTES (Continved)

During the year ended 31 December 2021
exercised Redemption Rights to redeem the convertible loan notes

with principal amount of HK$13,200,000.

, the Company

The directors at the Company considered the terms of the
convertible loan notes met the ‘fixedforfixed' criterion. Therefore,
the Conversion Option is recognised as equity component of the
convertible loan nofes.

The fair values of the liability component and the equity conversion
component were defermined at the Change Date. The fair value
of the liability component, was calculated using a market interest
rate for an equivalent non-convertible loan notes. The residual
amount, representing the value of the equity conversion
component, is included in shareholders’ equity net of deferred tax.

The convertible loan notes recognised in the consolidated
statement of financial position are calculated as follows:

35.

AREREFEZEE &)

HE—_ET-—F+-A=+—HILEE -
NATFEEDLODHED ELDAKNS E
—FTZHE-_TEETZBRERER -

ZN
V=]

ARAREERARITRRERERZERTE
[EE $EE | 1R % Ilkt IR IER R
AR E SRR IE RS

BESY MERBREL 2 A FEREE A
BE - BEFD 22 ERASEIFATHA
EREBMENEGFE TJ@%%%E(H%
SBIED 2 EE) FTABRRERD GIRE
WA °

KEAWFMR%% B2 AR EREETY
BIATHAEE

HK$'000
FET
Equity component of convertible loan nofes REFHZAREERERZESZILD

on the Change Date 19,835

Equity component of convertible loan nofes RZZE-EF+_A=1+—8xK

as at 31 December 2020 and —E-—F+=-A=+—HZ
31 December 2021 AR EREE 2 EST D 19,835
liability component at 1 January 2020 RIZZF-HA—AZBESD 110,038
Partial redemption of convertible loan notes o ER AR E R EE (33,252)
Inferest expense FEFXZ 16,386
Coupon interest z8 (7,672)

liability component at 31 December 2020 RZZE_EFF+_A=1+—Hk
and 1 January 2021 —E-—F—F—HZAEHRD 85,500
Parfial redemption of convertible loan notes HoBOI AR ERERE (13,200
Inferest expense R B 4,773
Coupon inferest ESy SN (4,773)
liabilities component at 31 December 2021 R-EBE-_—F+_A=1+—HZAEE&IB» 72,300
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35. CONVERTIBLE LOAN NOTES (Continved)

Inferest expense on the convertible loan notes is calculated using

the effective interest method by applying the effective interest rate

of 9% per annum fo the liability component.

Upon extension of the convertible loan notes on @ October 2020,

inferest expense on the convertible loan nofes is calculated af 6%

per annum fo the liability component.

36. RECONCILIATION OF LIABILITIES ARISING FROM
FINANCING ACTIVITIES

(a)

(b)

178

Maijor non-cash transactions

During the year ended 31 December 2021, the Group had
non-cash additions to rightof-use assets and lease liabilities
of HK$6,096,000 (2020: HK$3,272,000) and
HK$6,096,000 (2020: HK$3,272,000), respectively, in

respect of lease contracts for buildings.

The table below defails changes in the Group's liabilities
arising from financing activities, including both cash and
non-cash changes. Liabilities arising from financing activities
are those for which cash flows were, or future cash flows
will be classified in the Group's consolidated statement of
cash flows as cash flows from financing activities.
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36. RECONCILIATION OF LIABILITIES ARISING FROM 36, REBEEE > 8 @Y E «)
FINANCING ACTIVITIES (Confinued)

(b)  (Continued) b) (&)
Interest  Convertible Leases
payable loan notes  Borrowings  liabilities Total
kY
ERRNE EBREE g HEaE et

HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
FHET FAL FAT FAT FAT
[Note 35)  [Note 26)  [Note 16)
(Bt 35)  (Biaz26)  (BiaE16)

At 1 January 2020 WZZE-_TF—F—H - 110,038 18,685 18,290 147,013
Change from cash flows: Beneds:
Proceeds from borrowings EEREIIE - - 32,068 - 32,068
Repayment of convertible loan BB AR ERZE
notes - (34,500) - - (34,500)
Interest paid BATFIE (1,054) (6,520) - (202) (8,476)
Repayment of principal poriion  BEFREEEZ
of lease liabilities e gD - - - (10,560)  (10,560)
(1,054) (41,020 32,068 (11,462 (21,468)
Other changes: Hih#s) :
loss on partial redemption of  E343 BE 01 A] A AR & 5%
convertible loan nofes =R VER - 1,248 - - 1,248
New leases ik - - - 3,272 3,272
Disposal of subsidiaries HEHB AR
[Note 30) (BfE30) - - (30,753) (580) (31,333)
Finance cosfs BEMA 3,811 15,234 - Q02 19,947
Covid-19-related rent Covid-1918FEH £
concession SR - - - (2,107) (2,107)
3,811 16,482 (30,753) 1,487 (8,973)
At 31 December 2020 i
and 1 January 2021 +ZA=+—HK
—E-—%—F—H 2,757 85,500 20,000 8,315 116,572

Change from cash flows: Ren=gs:
Repayment of borrowing BEEm - - [7.964) - (7,964)
Repayment of convertible loan BRI EBRERZE
notes - (13,200) - - (13,200
Inferest paid BEAFIE (2,144) (4,773) - (547) (7,464)
Repayment of principal portion  EEHEAEZ
of lease liabilities R&HBH - - - (7,7306) (7,7306)
(2,144) (17,973) (7,964) (8,283) (36,364)
Other changes: H fth 2
New leases IRk - - - 6,096 6,096
Finance costs AR 1,090 4,773 - 547 6,410
Covid-19-related rent Covid- 1918
concession R - - - (152) (152)
1,090 4773 - 6,491 12,354
At 31 December 2021 RZEZ—F
+-—A=+—H 1,703 /2,300 12,036 6,523 92,562

PESEREERARAT —T-—FR 179



Notes to the Consolidated Financial Statements
FEaMEREME

For the year ended 31 December 2021 #HEZZE-_—F+-_A=+—HIEFE

37. CAPITAL RISK MANAGEMENT 37. EXERERE

The Group's obijective of managing capital are to safeguard the
Group's ability fo continue as a going concem in order to provide
refurns for shareholders and benefits for other stakeholders and to
maintain an optimal capital structure to reduce cost of capital.

The capital structure of the Group consists of net debts, comprising
lease liabilities (Note 16), borrowings (Note 26), and convertible
loan notes (Note 35), less cash and cash equivalents (Note 24)
and listed equity securities at FVTPL (Note 20], and equity
afributable to owners of the Company, comprising share capital
(Note 28) and reserves (Note 31).

The directors review the capital structure periodically. As part of
this review, the directors consider the cost of capital and the risks
associated with each class of capital. Based on recommendations
of management, the Group will balance its overall capital structure
through the payment of dividends, issue of new share as well as
new debts or redemption of existing debts.

The net debts fo equity rafio of the Group at the end of reporting
period are as follows:

AEBEEEARZ B )RR S BEHE
BiE  REREHLOBESEMN SR E
AR AR REZEARELUR

AEBzEARBREERFH(EEEE
BEME16)  BE (FE20) AT B E
REE(MEIS)RRE LR EEY (M
24) ~ R AEFFABR 2 EHRAE S (
FE20) RAREHEE AEERE (BEERA
(PffaE 28) B f s (BIFE31)) ©

EEEHRFEARRE - ERULRE 2 — &
7 EBEFEEREANANEAERESNER
ZER - RIBEEE 2 EHE  ARERKER
IRATRR  BITHBA R ES KEOIRE
B FEHEERZENRE -

W& R AR Y BRSO F RN A EAE
EEMT

2021 2020

—E-—fF —ERCEF

HK$'000 HK$'000

TET FHT

Debts B 90,859 113,815

Cash and cash equivalents ReERRESEEY (40,007) (34,829)

Financial assets at FVTPL BRATEFAEZCeRMEE (56,904) (105,088)

Net debts B F58 (6,052) (26,102)
Equity e 193,064 296,291
Net debts to equity ratio B FREESEEREL R N/A 7ER N/A @A
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38. FINANCIAL RISK MANAGEMENT

Financial risk factors

The Group's activities expose it to a variety of financial risks:

credit risk, liquidity risk, interest rate risk, foreign exchange risk

and equity price risk.

These risks are limited by the Group's financial management

policies and practices described below.

(al

Credit risk

The Group's credit risk is primarily atiributable fo its frade
and other receivables, loan receivables and bank balances
with @ maximum exposure equal to the carrying amounts of
these instruments. The direcfors has a credit policy in place
and the exposures to these credit risks are monitored on an
ongoing basis.

Trade receivables

In respect of trade receivables, individual credit evaluations
are performed on all customers requiring credit over a
certain amount. These evaluations focus on the customer’s
past history of making payments when due and current
ability to pay, and take info account information specific to
the customers as well as pertaining fo the economic
environment in which the customers operate. Ongoing credit
evaluation is performed on the financial condition of trade
customers and, where appropriate, credit guarantee
insurance cover is purchased. Trade receivables are due
within 30-90 days from the date of billing. Debtors with
balances that are more than 3 months past due are
requested fo seftle all outstanding balances before any
further credit is granted. Normally, the Group does not
obtain collateral from customers.

The Group's exposure to credit risk is influenced mainly by
the individual characteristics of each customer. The default
risk of the indusiry and country in which cusfomers operate
also has an influence on credit risk but to a lesser extent. At
the end of reporting period, the Group has a certain
concentration of credit risk as 36% (2020: 36%) and 92%
(2020: 81%) of the total trade receivables was due from
the Group's largest customer and the five largest customers
respectively within the Chinese health products business
segments.
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38. FINANCIAL RISK MANAGEMENT (Continued)
Financial risk factors (Continved)
[a)  Credit risk (Continued)
Trade receivables (Continued)

The Group measures allowance for ECL on tfrade
receivables at an amount equal to lifetime ECL, which is
calculated using a provision matrix. As the Group's historical
credit loss experience does not indicate significantly different
loss patterns for different customer segments, the allowance
for ECL based on past due sfatus is not further distinguished
between the Group's different customer bases.

The following table provides information about the Group's
exposure fo credit risk and ECL for frade receivables as af

31 December 2021:

38. IEBER &)

MEEREEE)
(o) EERRE)

EWE SRR (B)

AEBERBSENAEAFHAN AR
FEBRzeR(RBREERETE)G
EHRWEZERFEHREEBRIE
ZHE ARAKEZBEEERBR
KR ERTRETP D BBEREXE
BRAZR REANREFEZR
HEEERABLENAKETRE
FPEBZEE—FRS -

TREHREBAKER T -_—%F
tT-A=1+—HERESERARHAE
Rz EERRLEMEEERZER

Accumulated

Expected Gross allowance

loss rate carrying amount for ECL

REE

BiEz

AHEER HARMEE Rt BB

% HK$'000 HK$'000

% FEx FHET

Current (nof past due) BUER (K% ER) 0.19 4,294 8
1-30 days past due BH—-HE=1H 0.50 599 3
3190 days past due BE=t+—RAZNTH 1.24 161 2
91 days — 1 year past due BHRANT—RE—F 2.74 658 18
Over 1 year past due BH—F L 100.00 585 585
6,297 616
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For the year ended 31 December 2021 #HZEZZT-——F+-_A=+—HIEFE

38. FINANCIAL RISK MANAGEMENT (Continued)

Financial risk factors (Continued)

(a)

Credit risk (Continued)
Trade receivables (Continued)

The following table provides information about the Group's
exposure fo credit risk and ECL for trade receivables as at

31 December 2020:

38. IR EE (4)
PABEE®)
o fEERE (&)
FEW B SR (4)

TREHREBASER-_F_FF
T-A=1+—HRERUESERAE
Bz EERBRLEREEBERZEN

Accumulated

Expected Gross allowance

loss rate  carrying amount for ECL

AHEER

EiEz

AHEER AAREE RitEE

% HK$'000 HK$'000

% THTT THTT

Current (nof past due) BNER (k@ HER) 0.12 5121 8
1-30 days past due BH—BZE=1H 0.28 767 3
31-90 days past due BHA=+—BAZNTH 1.00 196 2
@1 days — 1 year past due BNt —HE—F 1.91 6906 18
Over 1 year past due BE—F U E 100.00 585 585
7,365 616

Expected loss rates are based on actual loss experience
over the past years. These rafes are adjusted to reflect
differences between economic conditions during the period
over which the historic data has been collected, current
conditions and the Group's view of economic conditions
over the expected lives of the receivables.

BHEEXRBRAEFREZERER
BB - ZFLERE THEUARR
BEREBEBBEMEANZEBEMRR
2RI B AN 5 [ 5 Wk TR Y TR R
FHRAZEBERRZBR2EZEZR
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38. FINANCIAL RISK MANAGEMENT (Continued)

Financial risk factors (Continved)

184

(a)

Credit risk (Continued)
Trade receivables (Continued)

Movement in the allowance for ECL on trade receivables
during the year is as follows:

38.

REMRERE®)

MEEREEE)
(o) EERRE)

EWE SRR (B)

FRAHEKEZRARAHREEBHE
REEEHIT

2021 2020
—E-—F ZEZETF
HK$'000 HK$'000
THERT T

Lifetime ECL (not creditimpaired) AEREHAZEREESE

(BEERE)

At the beginning of the year REH 616 5,130
Allowance for ECL recognised EHRRATEHEEEERE = 35
Disposal of subsidiaries B A ) = (4,549)
At the end of the year RER 616 616

For other receivables, the directors make periodic individual
assessment on the recoverability of other receivables based
on historical sefflement records, past experience and
supportive forward-looking information. Except for other
receivables with gross carrying amount of HK$ 1,906,000
which is considered to be credit-impaired, the directors
believe that there is no significant increase in credit risk of
the remaining balances of other receivables since initial
recognition and the 12m ECL on these balances is
considered to be insignificant at 31 December 2021 and
2020. For creditimpaired other receivables, allowance for
ECL of HK$1,906,000 was recognised at 31 December
2021 and 2020.
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38. FINANCIAL RISK MANAGEMENT (Continuved) 38. I ERERE &)
Financial risk factors (Continved) BERREZE (&)
(a)  Credit risk (Continued) o) ZERE(E)
Trade receivables (Continued) FEW B SRR 2 (42)
The movements in the allowance for ECL on other FE QM iE U S B TE B (= B e ia 5t
receivables during the year is as follows: 12 BUESEIINT
Lifetime ECL
(creditimpaired)
AEA
FHRZ
EHREEER
(EEERE)
HK$'000
FET
At 1 January 2020 W_E_FTF—AF—H 21,956
Disposal of subsidiaries HEN B AR (20,050)
At 31 December 2020, 1 January 2021 and R-ZZE-FF+=-A=+—H -
31 December 2021 T —F-HA-HkK
—E-—F+—-H=+—H 1,906
loan receivables FEWE
The Group's money lending business only provides loan AEBZREXHERHEARRE -
financing. The Group's customers principally include high AEEREFPTEQRERBEE MEA
net worth individuals, private companies, or listed WBENBTAEEEINERE =
companies infroduced fo the staff and management of the HERAIFEFPEN TAEEZS
Group through business,/personal networks or are referred FEMEA - MARASE ETAR - K
to the Group by its existing or former customers. All the SEREEBIMEERPHABILR
customers of the Group’s money lending business are third RRABIREBEALTZE=R °

parfies independent of the Company and its connected
persons.
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38. FINANCIAL RISK MANAGEMENT (Continued)

Financial risk factors (Continved)

186

(a)

Credit risk (Continued)
Loan receivables [Continued)

The Group has developed a credit policy and procedures
manual for its money lending business. The credit policy and
procedures manual specifies the Group's credit policy
towards its money lending business, the risk management of
the Group’s money lending business, and the credit
procedures for the Group's money lending business, which
include, among others, the loan application, credit
approval, loan closing, and monitoring ongoing credit risk
procedures. All new customers of the Group are subject o
loan application procedures, which include custfomer due
diligence, reference check for credit and character, and
financial background check. The following internal control
procedures are put in place:

(i) Credit risk assessment of customers

Prior to grant of a loan to a customer, the Group
carries out credit risk assessment on the customer,
faking info account, among other things, the following
factors:

(1) background and character of the customer, if
the customer is an individual:

(2)  shareholders’ background, character, and
management capability, if the customer is a
company;

(3)  purpose of the loan;

(4)  source of repayment;
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38. FINANCIAL RISK MANAGEMENT (Continved)
Financial risk factors (Continued)

(a)  Credit risk (Continued)

Loan receivables [Continued)

(i)

(i)

Credit risk assessment of customers (Continued)

(5)  value of collateral and guaranteels), if any; and

(6)  the financial strength of the customer,
shareholder(s), and guarantor(s).

For renewal/extension of any granted loans, the
Group carries out an update assessment on the
customer. In addition, the Group also considers the
cusfomer’s repayment behavior in the past.

Mechanism in determining loan ferms

The terms of a loan are normally defermined following
arm’s length negotiation between the Group and the
customer, taking info account the factors set out in (1)
above. Normally, The Group tends to grant loans
under loan tenure of not more than five years, subject
fo renewals by mutual consent. The Group would
normally test the customer’s willingness/reluctance fo
provide collateral /guarantee to the loan, but will take
a pragmatic approach in order to maintain flexibility
and competitiveness as compared to banking
institutions who can normally offer better rates to the
customer if they can provide collateral /guarantee.
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38. FINANCIAL RISK MANAGEMENT (Continued)

Financial risk factors (Continved)

Credit risk (Continued)

188

(a)

Loan receivables [Continued)

(i)

Approval process for granting loans, and related

checks and balances

The approval process for granting or renewing loans

is normallly as follows:

(1)

(2)

(3)

(4)

the Group would request the customer to
complete the Lloan Application Form, the Know
Your Customer Form, and the Personal Financial
Information Form:

the Finance Department would seek to verify the
information provided by the customer, collect
supporting documents, and complefe the Loan
Recommendation Form on the customer’s loan
application and submit fo the responsible
directors;

the responsible directors would review the
recommendation from the Finance Department,
spot check the supporting documents, and
indicate their approval (with or without
modification] or rejection of the loan
application;

the Finance Department will carry out
compliance procedures on all loan applications
approved by the responsible directors. Under
the credit policy and procedures manual, if the
grant of a loan does not consfitute a nofifiable
fransaction under Chapter 14 of the Listing
Rules and the customer is not a connected
person, the grant of the loan would only be
required to be approved by the responsible
directors;
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38. FINANCIAL RISK MANAGEMENT (Continved)
Financial risk factors (Continued)

(a)  Credit risk (Continued)

Loan receivables [Continued)

(i)

(iv)

Approval process for granting loans, and related
checks and balances (Continued)

(5) i the grant of a loan constitutes a notifiable
and/or connected transaction under Chapter
14 or 14A of the listing Rules, the grant of the
loan would be required to be submitted to the
board of directors for approval; and

(6)  the Finance Department would prepare the loan
documentation for signing, and the
announcement if the grant of a loan consfitutes
a nofifiable and/or connected transaction.

Monitoring loan repayment

The following procedures are in place for monitoring
loan repayment:

(1) monthly loan repayment and interest payment
schedules are prepared by the Finance
Department fo enable the responsible directors
fo monitor the fimely payment of each customer.
If a custfomer does not make loan repayment or
interest payment in accordance with the loan
agreement, the Finance Department would
promptly report to the responsible directors; and

(2)  the responsible directors conduct the following
loan monitoring procedures twice a year for
each loan, which include: a review of the
pattern of credit usage, contact with the
customer, review of periodic financial
statements/position of the customer, and
monitor compliance with existing covenants or

other conditions of the loan.

38. IKEBER &)
BEEBREE(E)

B

(o) EERRE)
EWE K (&)

(ifi)

(iv)

RHERzEM®IZR - ANIERE
nE Kbl (&)

(5] fm R BB LT AR A
“-HEE‘JZ ETHAEIR
TZRT AR,/ X2
X5 AIEHERARR
EEgAMHE &

(6]  BA 7 AR AR BLE R AR
»% TREHES T%EX
AT N R, R

Zﬁ%” /\tl: °

EREEER

RNRTFIRA TR FABGIEEERE
=

J= /N

(1) MBEBPREUTAEBEER
RABNREREEK  ZE8
EESHERERERPRE
BERRAR - WEFPEXE
ERER G HEEEERK
SAFE - B S ER A B B
MAEEEERE &

2) BEEEEHFHEBEEX
EEﬁI:ﬁ//\TWf?KEQ T2
fr B BEEEEFEH
B BEPHE FE
BPZEHTBEHRE AR
JUUA K BE 1R IR B R Tﬁ
ME G2 EFIE)

SEEERERAT —T-—&R 189



Notes to the Consolidated Financial Statements
FEaMEREME
For the year ended 31 December 2021 #HZE_ZE_—F+_A=+—HIFE

38. FINANCIAL RISK MANAGEMENT (Continued)

Financial risk factors (Continved)

Credit risk (Continued)

(a)

190

Loan receivables [Continued)

(iv)

v)

Monitoring loan repayment (Continued)

The conducting of semi-annual loan monitoring not

only enables the responsible directors to identify

problematic loans on a timely basis, but also serves

as an input for loan classification in calculating

allowance for ECL on loan receivables for financial

reporting purposes.

Actions for recovering delinquent loans

The actions taken for recovering delinquent loans

would normally include the following:

(1)

(2)

(3)

(4)

examine and evaluate the delinquent loan
situation;

discuss with the customer of the delinquent loan;

discuss infernally to formulate an action plan of
recovery; and

recovery strafegy can involve a wide range of
actions, which includes the revising of the
repayment terms, adding of collaterals/
guarantees, reaching of settlement, the
commencement of legal actions against the
customer, and/or enforcement on collaterals/
guarantees.
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38. FINANCIAL RISK MANAGEMENT (Continued)

Financial risk factors (Continued)

(a)

Credit risk (Continued)
Loan receivables [Continued)

The directors consider that the above internal control
procedures significantly reduce the Group's credit risk.

The board of directors sfrives to ensure that the credit policy
and procedures manual is appropriate to the market need
and the procedures as set out in the manual are strictly
followed and carried out by the staff. The board of directors
has appointed APAC Compliance Consultancy and Internal
Control Services Limited, an independent firm, to conduct
independent review on adequacy and effectiveness of the
risk management and infernal confrol systems of the Group's
money lending business.

For internal credit risk management, the Group considers a
loan receivable as underperforming which indicates that
there is a significant increase in credit risk if (i) the
repayment of principal and/or inferest has been overdue for
more than one month, and [ii] the principal, accrued
interest, and/or future interest of the loan may not be fully
secured by the fair value of the collateral at its prevailing
market price. The Group considers a loan receivable as
non-performing which indicates that the loan receivable
becomes credit impaired if (i) the repayment of principal
and/or interest has been overdue for more than three
months, and (i) the collection of principal and/or inferest in
full is improbable after taking into account the fair values of
the collateral at prevailing market price.
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38. FINANCIAL RISK MANAGEMENT (Continued)

Financial risk factors (Continved)

192

(a)

Credit risk (Continued)
Loan receivables [Continued)

The Group applies the general approach, which is often
referred to “three-stage model”, under HKFRS 9, in which
ECL of loan receivable are determined based on (i) the
changes in credit quality of the loan receivable since initial
recognition, and [ii] the estimated expectation of an
economic loss of the loan receivable under consideration.

Under the general approach, there are two measurement
bases for allowance for ECL:

(i) 12-months ECL, which are the ECL that result from
default events that are possible within 12 months affer
the reporting date and are calculated as the
allowance for ECL on a loan receivable weighted by
the probability of default accumulated over the 12
months affer the reporting date.

(i) lifetime ECL, which are the ECL that result from all
possible default events over the expected life of a
loan receivable and are calculated as the allowance
for ECL on a loan receivable weighted by the
probability of default accumulated over the entire life
of the loan receivable.

The allowance for ECL on loan receivables are prepared
with the help of independent valuer to identify the exposure
of default which equals the sum of the principal and the
accrued/unpaid interest; credit rating of the borrower; a
loss given default rate ("LGD") based on the credit rating
and the time horizon; a probability of default of each loan;
a K factor based on the current forward-ooking economic
scenario; and a discount rate 1o the date of valuation.

The allowance of ECL is arrived by:

Exposure at Default x LGD x Probobihry of Default x K Factor
x Discount Factor
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38. FINANCIAL RISK MANAGEMENT (Continued)

Financial risk factors (Continued)

(a)

Credit risk (Continued)
Loan receivables [Continued)

Under HKFRS @, the allowance for ECL of the Group's loan

receivables are recognised in the following three stages:

() Stage 1 (initial recognition) includes loan receivables
that have not had a significant increase in credit risk
since initial recognition or that have low credit risk at
the reporting date. For these loan receivables,
12-month ECL are recognised.

(i)  Stage 2 (significant increase in credit risk) includes
loan receivables that have had a significant increase
in credit risk since initial recognition (unless they have
low credit risk at the reporting date) but that do not
have objective evidence of impairment. For these loan
receivables, lifetime ECL are recognised.

(i)  Stage 3 (creditimpaired) includes loan receivables
that have objective evidence of impairment at the
reporting date. For these loan receivables, lifetime
ECL are recognised.

To ensure the adequacy of allowance for ECL on loan
receivables, the Group engaged APAC Appraisal and
Consulting limited, an independent firm of professional
valuers, to conduct a valuation on the allowance for ECL on
loan receivables recognised for each reporting period.
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38. FINANCIAL RISK MANAGEMENT (Confinued 38 BISEKREE =)
Financial risk factors (Continved) BEEBEE &)
[a)  Credit risk (Continued) ) ZERRK (&)
loan receivables (Continued) JEWE S (&)
The following table provides information about the Group's TEEHAEAEER "S- —ER
exposure fo credit risk and allowance for ECL on loan —E-FETFE+-A=+—HEER
receivables at 31 December 2021 and 2020: G MR B S EHE YA B IR
BBz ER
2021 —E-—F
Accumulated
Gross carrying  allowance for Net carrying
ECL rate amount ECL amounts
BHEE RHEEFEZ
BRE REAE IR REFE
HK$'000 HK$'000 HK$'000
Internal credit quality classification ABEEEZSE TR TET TEx
Performing B4 5% 131,620 (6,923 124,697
Non-performing TR 91% 168,917 (155,042) 13,875
300,537 (161,965 138,572
2020 ZT-TF
Accumulated
Gross camying  allowance for Net carrying
ECL rafe amount ECL amounts
RHEE REHEEERL
BiR% 2R REHAE FE#E
HK$'000 HK$'000 HK$'000
Internal credit quality classification  REEEEZEH T T T T
Perlorming Bl 1% 185,237 21,869) 163,368
Non-performing R 38% 97236 (37,490 59,746
282,473 [59,359) 223,114
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38. FINANCIAL RISK MANAGEMENT (Continued) 38. i EpmEE )
Financial risk factors (Continved) BIRERREZE &)
(a)  Credit risk (Continued) o) EEER(E)
loan receivables (Continued) JEW B 2 (4)
Movements in gross balance of loan receivables: JRE Uk B 2 4k 4 4 5

Year ended 31 December 2021
BE-E--F+-A=1+-HLZFE

Stage 1 Stage 2 Stage 3 Total

F—-MBE FRER Ee @5t

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

TET TET TET TET

At T January 2021 R_E-_—4F—HF—H 185,237 - 97,236 282,473
Increase/(decrease) in MR E I, (R d)

loan receivables 42,885 - (24,821) 18,064

Transfer fo Stage 3 BYEE-KE (96,502 = 96,502 =

At 31 December 2021 RZB-_—F+-A=+—H 131,620 - 168,917 300,537

Year ended 31 December 2020
HE-_Z-ZTF+-_A=+—HIFE

Stage 1 Stage 2 Stage 3 Total

F-TRE ERE FE=RE BE

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

FTET TET TET FTET

At T January 2020 R-E-TF—H—H 213,620 60,913 - 274,533

Increase in loan receivables FEU B ZE 2,076 - 5,864 7,940

Transfer to Stage 1 BREE R 35,414 (35,414) - -

Transfer to Stage 3 BYEE-RE (65,873 (25,499 91,372 -

At 31 December 2020 RN_ZE-TF+-_HA=1—H 185,237 - 97,236 282,473
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38. FINANCIAL RISK MANAGEMENT (Continued)
Financial risk factors (Continved)
(@) Credit risk (Continued)
loan receivables (Continued)

Movements in allowance for ECL on loan receivables:

38. IEBER &)

P m bR EE (&)
(o) EERRE)
EWE T (4B)

ERER 2 FREEBRREZD

Year ended 31 December 2021

BE-S--F+-A=+-BLEE

Stage 1 Stage 2 Stage 3 Total

F-EE FREER £ @t

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

THT THT THT THT

At T January 2021 \_E-—%—H—H 21,869 - 37,490 59,359

Transfer fo Stage 3 BREERE (11,543) - 11,543 -
Allowance for ECL (BRE)/CHARSES

(reversed)/recognised EEEE (3,403 = 106,009 102,606

At 31 December 2021 RZB-_—F+-A=1+—H 6,923 = 155,042 161,965

Year ended 31 December 2020
HEZZ-_TFEF-A=-+—HIEFE

Stage | Stage 2 Stage 3 Tofal

EEER FBE FZRE 5

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

TET TET TEx TEx

At T January 2020 RZZ-ZF—HA—H 1,475 9,227 - 10,702

Transfer fo Stage 1 BYEE—TKE 8,075 (8,075) - -

Transfer fo Stage 3 BYEE=RE (1,060) (1,152) 2,218 -

Allowance for EClLrecognised ~ EHRBHEEEERE 13,385 - 35,272 48,657

At 31 December 2020 RZE-ZEF+-F=+—H 21,869 - 37,490 59,359

As at 31 December 2021, the amounts of loan receivables
(before accumulated allowance for ECL) from the largest
customer and the five largest customers in aggregate
amounted to HK$67,865,000 (2020: HK$67,865,000)
and HK$251,342,000 (2020: HK$244,914,000],
respectively. They accounted for 23% (2020: 24%) and
84% (2020: 87%) respectively of the loan receivables
(before accumulated allowance for ECL) as at 31 December

2021.
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38. FINANCIAL RISK MANAGEMENT (Confinued) 38. BIREREE &)
Financial risk factors (Continued) BERBEZE(£)
(o) Credit risk (Confinued) (] ZERR(E)
loan receivables (Continued) JEWE ) (&)
Maijor terms of the outstanding loans as at 31 December N —FER T -—FTE+—F4
2021 and 2020 are as follows: SR kAEBEES Y TEESM
™
Loan and Loan and
inferest interest
receivables Allowance for receivables
before ECL [after
accumulated ~ Accumulated  [recognised)/  accumulated
dlowance for  cllowance for reversed for  cllowance for Collateral
ECL as ot EClasat  the year ended ECL as at and/or
31 December 1Jonuary 31 December 31 December Interest rate guarantee
2021 2021 2021 2021 per annum obtained  Maturing on Notes
BE-®--f%
R=B=-% tZA=t-B R-B=-%
t=A=1-A tFE2 t-A=1-R
ZEWERR WZB=-F B8/ ZERERR
HE (R -A-B2 BB RE(EOR
BHRERR RAGEER REGESE EHREER EREERR \
23R itk B B ) £RZ R/3ER A iz
HK$:000 HK$'000 HK$'000 HK$'000
TR TR TiEx TiEn
Stage 1 F-BR&
Customer | %P 32,181 - (4,155 28,026 8% No 9 February 2023
# ZTZ=%¥ZAnA
Customer K REK 4,125 - 7 4118 8% No 3 March 2022
& —F_—£-j=H
Cusiomer L ZF| 3,014 - 6) 3,008 12% No 17 March 2022
& —E-E-BttR
Customer M ZEM 50,245 - 469) 49,776 9% No 5 December 2023
& ZE-=f+-RAA
Customer F ZFF 30,350 (1,422) (550) 28,378 12% No 15 August 2023
y ZZ--F)\AtHA
Cusiomer G XFG 11,705 (544) 230 11,391 10% No 11 May 2022
& —E-CERRt-A
Three ex-cusiomers ZHHEP - 8,360) 8,360 -
131,620 (10,326) 3,403 124,697
Stage 3 FoE&
Customer A ZPA 60,828 (6,030) (54,798) - 8% No 30 July 2022 |
& —F__EtA=tH
Customer £ RFEE 40,224 (5,513) (20,83¢) 13,875 13% No 7 November 2022 2
R E+-A4A
Cusoner| 2P| 67,865 B7490 (30375 - 12% Yes 3 Oclober 2020 3
£ —Z-TE{ECR
168,917 (49,033 (106,009) 13,875
300537 (59359 (10260 138,572
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38. FINANCIAL RISK MANAGEMENT (Continued)

Financial risk factors (Continved)

Credit risk (Continued)

(a)

198

Loan receivables [Continued)

Note:

(1)

(2)

(3)

The loan receivable from Customer A was reclassified from
Stage 1 to Stage 3 and was fully provided as the Group
was notified of a cross-default event of Customer A.

The loan receivable from Customer E was reclassified from
Stage 1 to Stage 3 as Customer E failed fo seftle outstanding
interest for more than six months. Accordingly, accumulated
allowance for ECL of HK$26,349,000 was recognised.
Cusfomer E has actively negofiated setflement plan with the
Group including the obtaining of a corporate guarantee
provided by a PRC company fo secure Customer E's loan
obligations subsequent fo the end of the reporting year.

The Group has commenced civil proceedings in the PRC
against Customer | in November 2020 for recovering the
outstanding principal amount of HK$64,000,000 and the
accrued and unpaid interest thereon. The next court hearing
will be held on 12 May 2022. loan receivable from
Cusfomer | remained at Stage 3 and full allowance for ECL
was made since the loan receivable are past due for a
prolonged period.
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38. FINANCIAL RISK MANAGEMENT (Continued)

38. IKEBER &)

Financial risk factors (Continued) BERBEZE(£)
(a)  Credit risk (Continued) o) ZERE(E)
loan receivables (Continued) JEW B2 (48)
loan and loan and
interest inferest
receivables Allowance for receivables
[before EClL (after
accumulated Accumulated [recognised)/ accumulated
allowance for allowance for reversed for allowance for Collateral
ECLas of EClasat  the yeor ended ECLas ot and/or
31 December 1 Jonuary 31 December 31 December Inferest rafe quarantee
2020 2020 2020 2020 per annum obiained  Mauring on
BE-E-F
R-B-EE ToAZT-A RIB-EE
t-A=1-A t5Ez  TZR=1-H
LEWEZR W-E-Z% (B®)/ LEWEZR
& Rk —R-A¢ [RE{ & (e
BHEERE BHEEER EHEEER BEEEER ERERRR
ZitiE) it B ZiiE) % R/GER 3R
HK$'000 HK$'000 HK$'000 HK§'000
FAL TERL TAL TAL
Stage 1 -8R
Cusfomer A ZFEA 60,828 (206) (5,824) 54,798 8% No 30 July 2022
S s =
Customer B ZFB 51,176 97) (7.271) 43814 12% No 19 March 2022
& ZZZZF=RthA
Customer C REC 7,998 - [793) 7.205 8% No 1 January 2022
& ZEIE-A-H
Cusfomer D ZED 2,629 - (205) 2424 8% No 10 October 2021
& “E--F1H+E
Cusfomer £ ZEE 35,674 8,075) 2,562 30,161 13% No 7 November 2022
& ZEIZET-ALA
Customer F 2EF 15,227 (44) 1,378 13,805 12% No 15 August 2021
& —Z--%)\RtEA
Customer G 2FG 11,705 - (544) 11,161 10% No 11 May 2022
& —B--ERAt-R
An excustomer —ZHRF - (68) 68 -
185,237 8,484) (13,385 163,368
Stage 3 EER
Customer H ZFH 29,371 [1,152) 1,152 29,371 15% Yes 12 Jonuary 2021
B ZEI-F-A1ZH
Cusfomer | ZF| 67,865 [1,066) (36,424 30,375 12% Yes 3 October 2020
% ZE-EETACH
97236 (2,218 (35,272 59746
282,473 (10,702) (48,657) 223,114
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38. FINANCIAL RISK MANAGEMENT (Continued)

Financial risk factors (Continved)

(a)

(b)

200

Credit risk (Continued)
Other receivables

The directors review the credit quality of other receivables
with reference to financial position and historical repayment
pattern of the counterparties.

Bank balances

The Group's exposure to credit risk arising from bank
balances is limited because the counterparties are high-
creditquality banks and 12m ECL on bank balances is
considered to be insignificant, for which the Group
considers to have low credit risk.

Liquidity risk

Individual operating entities within the Group are
responsible for their own cash management, including the
shortterm investment of cash surpluses and the raising of
loans fo cover expected cash demands, subject to approval
by the Company’s board when the borrowings exceed
cerfain predetermined levels of authority. The Group
maintains availability of funding through an adequate
amount of available credit facilities. The directors aim fo
maintain flexibility in funding by keeping credit lines
available.
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38. FINANCIAL RISK MANAGEMENT (Continued)

Financial risk factors (Continued)

(b)

Liquidity risk (Continued)

The following table details the remaining contractual
maturities at the end of reporting period of the Group's non-
derivative financial liabilities, which are based on
contractual undiscounted cash flows (including interest
payments computed using confractual rafes) and the earliest
date the Group can be required to pay.

38. I EKRER &)

BSEMEE ()

b hBELER(E)
TEENAEEIEITESREERR
sk FBHANER - REAY
KRB RERE (BERANFIRHE
FEMNZR) RAEETRERNR S &
SHEEE

Tofal More than ~ More than
Weighted confractual Within -~ 1 year but 2 years
average  Carrying undiscounted 1 year or less than ~ but less than
inferest rate amount  cash flow  on demand 2 years 5 years
BRRRFH -FR  BB-F£ BEmF
ik SR 2p kS REE ReREAE JIEERX EIRWE EIREF
2021 —g--F %  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
% TET TiEn TiEn TiEn TiEn

Trade and other payables and B E S8R 3 R E 4 fE <
accrued charges FENREER = 26,610 26,610 26,610 = =
lease liabilifies MEBE 7 6,523 6,796 5,377 1,419 -
Borrowings EN 10 12,036 12,036 12,036 - -
Convertible loan notes MHRETZERE 6 72,300 75,663 75,663 = =
117,469 121,105 119,686 1,419 -
Tofal More than More than
Weighted contraciual Within 1 year but 2 years
average Canying  undiscounted 1 year or less than  but less than
interest rate amount cash flow  on demand 2 years 5 years
AHATE —FR  BE-F  BBEmF
TR REE ReRBLeE  IERX EIRMF  EIRDF
2020 —E-%F % HK$000  HKEOOO  HK$'000 - HK$'000  HKE'000
% TAT TAT TR TR TR

Trode and oher payables BN E FEEF R
and accrued charges ERRENREER - 20,325 20,325 20,325 - -
lease liabilifies HEaE 7 8,315 9127 6,923 2,204 -
Borrowings EE 10 20,000 20,000 20,000 - -
Convertible loan notes MBRREERZE 6 85,500 95,760 5,130 90,630 -
134,140 145,212 52,378 92,834 -
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38. FINANCIAL RISK MANAGEMENT (Continued)

Financial risk factors (Continved)

(c)

(d)

202

Interest rate risk

The Group is exposed to fair value interest rate risk in
relation to lease liabilities, fixed-rate borrowings and liability
component of convertible loan notes. The Group is also
exposed fo cash flow interest rate risk in relation to variable-
rate bank balances. Cash at bank earns interest at floafing
rates based on the daily bank deposits rates during the
year. Any change in the interest rate promulgated by banks
from time to time is not considered to have significant impact
to the Group. The Group monitors the inferest rafe exposure
on a continuous basis and adjusts the portfolio of bank
saving balances where necessary.

Foreign exchange risk

The Group operates in Hong Kong and the PRC with
majority of the transactions being seffled in HK$, United
States dollars ("USD") and Renminbi ("RMB”). Foreign
exchange risk arises from future commercial transactions,
recognised assets and liabilities, which are denominated in
a currency that is not the functional currency of the Group.
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38. FINANCIAL RISK MANAGEMENT (Continued)

Financial risk factors (Continued)

(d)

38. IKEBER &)
BEEBREE(E)

Foreign exchange risk (Continued) (d)  ANEEES (4F)
The following table defails the Group's exposure at the end TRELAEFERRE PR GBS
of reporting period to currency risk arising from forecast TEHABETEE AL S AN
fransactions or recognised assefs or liabilities denominated BB DRREERA B INE
in a currency other than the functional currency of the entity JElfa -
to which they relate:
2021 2020
—E--F ZZCFE
RMB Us$ RMB US$
N EYH ARH e
HK$'000 HK$'000 HK$'000 HK$'000
TR TEx TET TET
Assets EE 13 5 56 9
Liabiliies afE (1,148) - [667) -
(1,135) 5 [611) 9

The Company is mainly exposed fo the foreign exchange
risk of RMB against HK$. Since HK$ is pegged to USD, the
Company does not expect any significant movement in
HK$/USD exchange rate and this is excluded from the
sensitivity analysis below. Management will monitor foreign
exchange exposure fo mitigate the foreign exchange risk.

The Company currently does not have a foreign currency
hedging policy in respect of assets and liabilities
denominated in foreign currency. The Company will monitor
its foreign currency exposure closely and will consider
hedging significant foreign currency exposure should the
need arise.

PRSI BERAR

ARBEBAEARE L ETTZIMNE
Bz o B ITTEETHE - ARE
EEET  ETEXTEEEREKR
28 I TEEETXZHRESD
M o B EE FE % BS 2% HME [ RR DA R B S
e

ARBEALESEINEEERAR
ZINEEHBR - NRARBBIER
HOMER R - WA 7 EEE E S
EARSMNER
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38. FINANCIAL RISK MANAGEMENT (Continued)

38. IEBER &)

Financial risk factors (Continved) BEEBEE &)
(d)  Foreign exchange risk (Continued) (d)  ANEES (4F)
The following table indicates the approximate change in the TERBARNEBR Y AEEEIEEEN
Group's loss for the year in response fo reasonably possible EERBES KRGS ARS T INERE
changes in the foreign exchange rafes to which the Group RETBRA[Re B B S| B 2 LAY & F
has significant exposure atf the end of reporting period.
2021 2020
—B--F —TITR
Increase/ Increase/ Increase/ Increase,/
(decrease) (decrease) [decrease] (decrease]
in foreign in loss for in foreign in loss
exchange rates the year  exchange rafes for the year
HEER TEEER SMERER TEEER
E#/(F&) #im/(B4) L/ (FE) m/(Rd)
HK$'000 HK$'000
FER TAT
RMB ARH 5% 57 5% 31
(5%] (57) (5% (31)
The sensitivity analysis has been determined assuming that FREEDTVA T BERMETE : 4b
the change in foreign exchange rates had occurred at the BEXRSHONBERREL - WD
end of reporting period and had been applied to each of ERASEEERE : MEBEES I
the group entities’ foreign currency denominated monetary MEHEEKIER  RATA M EEY
items in existence at that date, and that all other variables, (R TE o
remain consfant.
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38. FINANCIAL RISK MANAGEMENT (Continued)

Financial risk factors (Continued)

(e]

Equity price risk

The Group is exposed fo equity price risk arising from listed
equity securities in Hong Kong classified as financial assets

at FVTPL.

The Group manages its equity price risk by regularly
monitoring equity portfolio to address any portfolio issues
prompily and spreading price risk exposure by investing o
number of listed equity securifies.

The sensitivity analysis has been determined based on the
exposure to equily price risk at the reporting date. As at 31
December 2021, if the prices of the listed equity securities
in Hong Kong with quoted market price held by the Group
had been 15% (2020: 15%) higher/lower, with all other
variables remain constant, the Group's loss for the year
would have decreased/increased by HK$8,536,000
(2020: HK$15,763,000).

39. SUMMARY OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES BY CATEGORY

The carrying amounts of the Group's financial assets and financial
liabilities as recognised at 31 December 2021 and 2020 are

38. IKEBER &)
BEEBREE(E)

le)

B AEE R

AEEEAZE ZRANERRARBE DR
REBEAFEAANBRZERMEEZE
BLEMBRAESFAEL °

AEEEBEHERRAES - A&
REBEFNAARE LB BREZE
EHBRABES D BMERER - EAE
BHEBRAERRR -

BREESWERERE AR ZBAE
BRARBRMEE KT —F+=A
—+—H MAEEMRFEEAETS®R
B2EALTMRABESZEERER T
KASZTRH(ZCE-ZE HHZ
+hH) EMBEHEMESEHFTE 2B
T AEBEZFANEEBERLD
MNERET=8~THET(ZZE=-Z
F—FTREETAEZFHT) °

9. RFEHE sz MEERESHME
BEHE
AEBR _E-_—FR 2 _ZTF+_A
—t—HERZERmEERERBEZER

categorised as follows: BRI DFEINT -
2021 2020
—E-—F ZEEF
HK$'000 HK$'000
FExT FET
Financial assets EREE
Financial assets at amortised cost RBEK AT EZeREE
[including cash and cash equivalents) (BIEIRERIEEEY) 188,972 269,951
Financial assets at FVTPL BAFEFAEG I ERMEE 59,304 107,699
248,276 377,650
Financial liabilities cRBE
Financial liabilities at amortised cost DAt E 2 S AaE 117,469 134,140
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39. SUMMARY OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES BY CATEGORY (Continued)

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

The following table provides an analysis of financial instruments
carried af fair value by level of fair value hierarchy:

level 1: Quoted prices (unadjusted) in active markets for
identical assets or liabilities;

level 2: Inputs other than quoted prices included within
level 1 that are observable for the asset or liability,
either directly (i.e. as prices) or indirectly |i.e.
derived from prices); and

level 3: Inputs for the asset or liability that are not based on
observable market dafa (unobservable inputs).

3. RFEHE sz eRMEERERE
BEBME )

FEEERAVPELENFEZEMIA

AFE

TREJAXFEIEZ BT ERAFE

BRZH

F—H: HABEXBBENEEMNSH 2
HECREAE)

F_H: BRE-RABEREIAEER
BEAEX(BIER) s HE (B
REER)BEMASIHE &

F=: REEXABZAABEDESH
B (TABESE) 2 8% -

2021
—E_—F
Level 1 Level 2 Level 3 Total
F—& 4 F=® st
HK$'000 HK$'000 HK$'000 HK$'000
TEx THEx FTHEx THEx
Financial assets at FVTPL NS IER PN Fad
TREE
— listed equity securities — FTRAES 56,904 - - 56,904
— unlisted equity securifies — FLEMBRAES = = 2,400 2,400
56,904 - 2,400 59,304
2020
e
level 1 level 2 level 3 Total
£—& EM E=R st
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
Financial assets af FVTPL PENTES A B% Y
TREE
— listed equity securifies — FRAES 105,088 - - 105,088
— unlisted equity securities — ELTRARES - - 2,611 2,611
105,088 - 2,011 107,699
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39. SUMMARY OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES BY CATEGORY (Continued)

Fair value of the Group's financial instruments that are
measured at fair value on a recurring basis (Continued)

In estimating the fair value of financial instruments, the Group uses
market observable data to the extent it is available. Where Level
1 inputs are not available, the Group engages independent
qualified valuers to perform the valuation. The Group work closely
with the independent qualified valuers fo establish the appropriate
valuation techniques and inputs.

Fair values of listed equity securities have been defermined by
reference fo their quoted market closing prices at the end of the
reporting period.

Fair value of unlisted equity securities is determined based on
valuation using asset-based approach. Fair value of individual
business assefs less liabilities of the investment company was
considered to arrive the fair value of the Group's equity inferests in
the investee company. The significant input is the net asset value
of the investee company. The net assef value is positively
correlated to the fair value measurement of the unlisted equity
securifies.

The following table presents the changes in fair value of financial
assets which are classified under Level 3 of the fair value hierarchy:

0. ZEFE sz eRMEER A

BEME )

FEERAFEEEMHITEZEMIA
DFEE)

EfAFtERTIAZATER  ASEEER
RmS A BREE - HERRSE —RH
B AEESZEBYABRMGEMETR
B AEERBY S ERMGEMERSIE
NEEEE 2 AERTRBAE -

FHRARES 2 AFEDZEENREHR
PR B E

EmRAES 2 ATEDUAEAERY
EEAETE - BARBEDTZERIRGEE
R B2 AT AR BRI A
AIBRIEZ AFE - BREAEAREE AT
2 AEHE - AEFERE L TRABSZ
AFEEREL -

TE2ISBAATERRE= R 2ME
EATESD -

HK$'000

FAETT

At T January 2020 R-E-ZTF—H—H -

Investment in unlisted equity securifies BREMNIEETRAZS 8,500

Fair value loss on financial assets at FVTPL BAVEFABRZEMEE 2 A FEEIE (5,889)
At 31 December 2020 and 1 January 2021 RZE-ZEF+-A=+—H

—E-—%—HF—H 2,611

Fair value loss on financial assets at FVTPL BRAVEFAEBEGZ2REE 2 A EFEE (211)

At 31 December 2021 R-E-_—F+-_HA=1+—H 2,400

During the year ended 31 December 2021 and 2020, there was
no transfer between Llevel 1 and 2, or transfer info or out of Level

3.

PEBEEREERERAR

BHE_ - —Fr T -"FTFF+_A=+—
BIEFE  TEEF—REF_HrHEzHE
% A GEEEARELE=F 2B -

207

T —F3R



Notes to the Consolidated Financial Statements
FEaMEREME

For the year ended 31 December 2021 #HZE_ZE_—F+_A=+—HIFE

39.

40.

SUMMARY OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES BY CATEGORY (Continued)

Fair value of the Group's financial assets and financial
liabilities that are not measured at fair value on a
recurring basis

The carrying amounts of financial assets and financial liabilities
carried at amortised cost were not materially different from their

fair value at 31 December 2021 and 2020.

APPROVAL OF THE CONSOLIDATED FINANCIAL
STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the board of directors on 28 March 2022.
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39.

40.

BRERESZERMEERSRA
BEBME )
FEBCLREERSBABIATE
WHUAFELEMSE

R_E-—FFERN T -_FTFF+_A=+—
B UEEAA Rz eREERSREE
ZEAEHENFETESESAEE -

mEMBHRR 2HE

SEAMBREN_E-_—F=A -1+ /A%
EEoE RIERETE -
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