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MANAGEMENT DISCUSSION AND ANALYSIS
BEEENWR DT

BUSINESS AND FINANCIAL REVIEW

For the year ended 31 December 2017, the revenue of the Group
amounted to approximately HK$63.2 million, representing approximately
9.1% decrease as compared with approximately HK$69.5 million for the
year ended 31 December 2016. Loss for the year ended 31 December
2017 was approximately HK$184.5 million, as compared with loss of
approximately HK$16.9 million for the year ended 31 December 2016.
Such increase in loss is primarily attributable to the impairment loss
on interest in an associate, Xinhua (Daging) Merchandise Exchange
Company Limited (“XHME”), loss incurred by the proprietary trading
segment and provision for settlement of convertible bonds.

The Group shared the associate’s losses of approximately HK$31.9
million and recognized impairment loss of approximately HK$40.8
million on its interests in the associate. In December 2016, the board
of directors of XHME had resolved to restructure its business lines for
local compliance purpose which involved the suspension of a material
line of business. During the year ended 31 December 2017 and up to
the date of approval of the financial statements of the Company, the
business operation of XHME was still under suspension and there was
no information on the restoration of the operation of the business lines.
The Group has carried out an impairment assessment of its interest in
XHME as of 31 December 2017 with the assistance of an independent
valuer. Based on the valuation, the recoverable amount of the Group’s
interests in XHME was determined to be approximately HK$1.9 million
and accordingly, an impairment loss of approximately HK$40.8 million
was recognized and included in the consolidated statement of profit or
loss and other comprehensive income. The Directors believed that such
non-cash impairment provision would be in the interest of the Company.

In 2017, the improved economy both in the US and the world brought
about benefits and growth to companies. In line with the rising trend
of the US and global stock markets, the Hong Kong stock market
achieved successive highest records with Hang Seng Index (HSI) rising
by over 36.0%. However, with the rising HSI in 2017, many investors
turned to be cautious.
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MANAGEMENT DISCUSSION AND ANALYSIS
BERENWE D

During the year ended 31 December 2017, the total revenue of Sheng
Yuan Financial Services Group Limited and its subsidiaries (the “SYFS
Group”) decreased by nearly 13.0% to approximately HK$60.5 million
(2016: approximately HK$69.5 million).

For securities business, the revenue from securities brokerage and
financial services during the year ended 31 December 2017 decreased
by 27.0% to approximately HK$17.8 million (2016: approximately
HK$24.4 million); segment profit decreased by approximately 36.7%
to approximately HK$1.9 million (2016: approximately HK$3.0 million).
Such decrease in revenue was mainly due to the inactive trading in
placing market in light of the less increase of the small and medium-
sized stocks than blue chips.

For asset management business, Sheng Yuan Asset Management
Limited (“SYAM”) acts as the fund manager or investment adviser
for 11 funds and 4 discretionary accounts. The total assets under
management of SYAM have increased by nearly 16.9% to more than
approximately HK$10.4 billion (2016: approximately HK$8.9 billion)
as of 31 December 2017. During the year ended 31 December 2017,
SYAM recorded segment revenue of approximately HK$45.7 million
(2016: approximately HK$47.6 million), representing a slightly decrease
of approximately 4.0%; it recorded segment profit of approximately
HK$8.2 million (2016: approximately HK$6.5 million), representing an
increase of approximately 26.2%.

For proprietary trading business, the SYFS Group mainly invests in the
listed shares and private funds in Hong Kong market. During the year
ended 31 December 2017, the segment loss from proprietary trading
business was approximately HK$30.8 million (2016: segment profit of
HK$ 25.7 million). Such loss was mainly derived from the decreased
value of some shares held caused by a slump in prices of penny stocks.

As the recovery of the commodity market remains slow, the Group
has continued to suspend its trading business for the year ended 31
December 2017. The segment loss for trading business for the year
ended 31 December 2017 was approximately HK$2.3 million (2016:
segment loss of HK$3.3 million).
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MANAGEMENT DISCUSSION AND ANALYSIS
BEREFN W&

On 9 April 2014, Sheng Yuan Financial Services Group Limited (“SYFS”),
a direct wholly-owned subsidiary of the Company, entered into a
subscription agreement (the “Subscription Agreement”) with several
subscribers, pursuant to which the subscribers conditionally agreed to
subscribe for and SYFS conditionally agreed to issue the convertible
bonds at an aggregate consideration of HK$45 million (the “SYFS
CBs”). Details of the Subscription Agreement and the SYFS CBs have
been set out in the announcement and circular of the Company dated 9
April 2014 and 16 May 2014 respectively.

On 15 June 2017, the Company received conversion notices from Team
Effort Investments Limited (“Team Effort”) in respect of the exercise
of the conversion rights attached to the SYFS CBs in the aggregate
amount of HK$45,000,000 held by Team Effort at the conversion
price of HK$10,000 per conversion share. Subsequent to the issue
and allotment of 4,500 conversion shares upon full conversion of the
SYFS CBs at the conversion price, a total of 4,500 conversion shares
will be issued, representing 45% of the issued share capital of SYFS
as enlarged by the issue and allotment of the conversion shares. The
Company’s equity interest in SYFS will be reduced to approximately
55% and SYFS will become a non-wholly owned subsidiary of the
Company.

As no new SYFS Share has been issued by SYFS to Team Effort in
accordance with the terms and conditions of SYFS CBs and none of
the SYFS CBs has been redeemed by SYFS, on 29 December 2017,
the Company, SYFS and Team Effort entered into a deed of settlement,
pursuant to which the Company will issue convertible bonds of a
principal amount of HK$90,000,000 (the “Convertible Bonds”) to Team
Effort for the settlement and release of SYFS’ obligations under the
SYFS CBs.

The Convertible Bonds will bear the rate of interest of 8% per annum
and will be due on the second anniversary of the initial issue date.
Assuming the exercise in full of the conversion right at the initial
conversion price of HK$0.35 per share and the aggregate principal
amount of HK$90,000,000 of the Convertible Bonds is issued, a total of
257,142,857 conversion shares will be issued. Up to the reporting date,
the issue of the Convertible Bonds was yet to be completed.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEENWR DT

PROSPECTS

The SYFS Group will establish a more complete service platform of
financial management. Apart from its traditional brokerage business,
Sheng Yuan Securities Limited will further develop the intermediary
businesses such as underwriting of IPO, placement of private notes,
bonds and funds, as well as shares to deliver steady profit growth.
SYAM will continue to step up its efforts in funds management and
discretionary accounts management services to expand its customer
base, at the same time keeping abreast of the market trends. Sheng
Yuan Capital (Hong Kong) Limited will expand its financial consultancy
businesses including IPO financing arrangement, merger and
acquisition.

We expect that the continuous complex and fluctuating global market,
such as the tax reform and protective trade policy in the US and the
incorporation of China A-shares into MSCI Emerging Markets Index and
MSCI ACWI Global Index in 2018, will affect the capital allocation all
over the world. However, Hong Kong, as an international hub, will play
an important linking role in the development of China’s “The Belt and
Road” Initiative and Guangdong-Hong Kong-Macau Greater Bay Area.
The newly appointed management of the SYFS Group will facilitate
to get hold of development opportunities and expand businesses
on conditions of enhancing financial risks prevention, prudential
management and compliance, striving for break even and sound growth
in 2018.

ACQUISITION AND DISPOSAL

There was no material acquisition or disposal during the year ended 31
December 2017.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2017, cash and bank balances in general accounts
maintained by the Group were approximately HK$87.6 million,
representing a decrease of approximately 30.8% from approximately
HK$126.5 million as at 31 December 2016. Balances in trust and
segregated accounts were approximately HK$221.6 million (2016:
HK$301.1 million). Trade and other receivables and prepayments
were approximately HK$69.5 million as at 31 December 2017 (2016:
HK$32.0 million), which mainly represented increased receivables
from money lending business and increased trade volume arising
from business of securities brokerage. Trade and other payables and
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEENWR DT

accruals were approximately HK$242.5 million as at 31 December 2017
(2016: HK$419.5 million), which was due to decrease in other payable
from asset management business and decrease in trade payable from
securities brokerage.

The Group’s current assets and current liabilities as at 31 December
2017 were approximately HK$418.2 million (2016: HK$693.1 million)
and approximately HK$420.3 million (2016: HK$611.8 million)
respectively. No borrowings as at 31 December 2017 (2016: HK$26.4
million). The gearing of the Group, measured as total debts to total
assets, remained healthy at approximately 33.2% as at 31 December
2017 (2016: 24.7%). As at 31 December 2017, the Group recorded
net assets of approximately HK$12.5 million (2016: HK$166.4 million),
which was decrease mainly due to the loss recorded during the year
ended 31 December 2017. During the year ended 31 December 2017,
the Group financed its operations with internally generated cash flow
and funds from convertible bonds issued.

CAPITAL RAISING AND USE OF PROCEEDS
ISSUE OF CONVERTIBLE BONDS

Pursuant to subscription agreements entered into by the Company
on 17 November 2017, the Company issued convertible bonds with
aggregate principal amount of HK$110,000,000 (“SYHL Bonds”), to two
individual subscribers on 23 November 2017. The SYHL Bonds entitled
the holders to convert them into ordinary shares of the Company at
an initial conversion price of HK$0.35 per share of the Company at
any time before the first anniversary date of the initial issue date. The
SYHL Bonds bear interests at 8% per annum. The net proceeds of the
SYHL Bonds issue, after deduction of expenses, were approximately
HK$109.9 million. The net proceeds arising from the issuance of SYHL
Bonds were applied to repay debts of the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS
BERENWE D

FOREIGN EXCHANGE RISK MANAGEMENT

The Group’s transactions are mainly denominated in Hong Kong dollars,
United States dollars (“USD”), and Renminbi (“RMB”). The Group has
not implemented any foreign currencies hedging policies. However, the
Group’s management will closely monitor exchange rate movement and
will take appropriate actions to reduce the risks.

CAPITAL STRUCTURE

During the year ended 31 December 2017, 20,000,000 shares of the
Company were issued upon exercise of share options.

SIGNIFICANT SECURITIES INVESTMENTS

During the year ended 31 December 2017, the Company acquired
an aggregate of 377,894,903 shares of Hong Kong Life Sciences and
Technologies Group Limited, a company listed on the GEM of the Stock
Exchange (stock code: 8085) at an average cost of HK$0.144 each for
a consideration of approximately HK$54.5 million. As at 31 December
2017, such securities investment was at fair value of approximately
HK$37.8 million, accounting for approximately 8.7% of the Group’s
total assets and the loss on the change in fair value for the year ended
31 December 2017 was approximately HK$16.7 million.

CONTINGENT LIABILITIES

As at 31 December 2017, the Group did not have any material
contingent liabilities.

PLEDGE OF ASSETS

As at 31 December 2017, Group did not have any pledged assets.

HUMAN RESOURCES

As at 31 December 2017, the Group employed 49 employees. The
remuneration policy and package of the Group’s employees are
maintained at market level and are reviewed annually by management.
In addition to basic salary, discretionary bonuses, mandatory pension
fund and medical insurance scheme, share options may also be granted
to eligible employees at the discretion of the Board and are subject to
the performance of the individual employees as well as the Group.
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BIOGRAPHICAL DETAILS OF DIRECTORS
EEEEHE

EXECUTIVE DIRECTOR

Mr. Wu Siu Lam, William, aged 54, was appointed as an executive
Director in December 2012 and was further appointed as the chief
executive officer of the Company in September 2013. Mr. Wu is
responsible for the overall business operations and management
of the Group. Mr. Wu obtained his bachelor’s degree in education,
postgraduate certificate in education management and postgraduate
diploma in education management from The University of
Wolverhampton, United Kingdom. Mr. Wu is also certified as a & 4%
Bi R 2IAM (Senior China Certified Financial Planner (ChFP)) by Ministry
of Labour and Social Security of the People’s Republic of China (the
“PRC”). He was appointed as the Advisor in Economic Growth of Hebei
Chengde Hi-Rank & Hi-Tech Industries Development Zone (&1& T i #T
il EE 2 5T 38 & 4575 25 R B ) in 2006. The private company previously
held by him was engaged by entities to provide financial solutions,
business feasibilities and fund raising liaison in the PRC.

Ms. Cheng Kit Sum, Clara, aged 46, was appointed as an executive
Director in June 2014 and the chief financial officer of the Company
in August 2014. Ms. Cheng is responsible for the overall financial and
administrative functions and corporate governance of the Group.
Ms. Cheng has over 20 years of professional and senior managerial
experiences in legal compliance, corporate financial planning and
management. Ms. Cheng has been holding senior positions in listed
companies in Hong Kong since 2000. She also worked for First
Shanghai Capital Limited and PricewaterhouseCoopers. Ms. Cheng
holds a bachelor’s degree in accountancy from the Hong Kong
Polytechnic University. She is an associate member of the Hong Kong
Institute of Certified Public Accountants and a fellow member of the
Association of Chartered Certified Accountants.

Mr. Qiu Bin, aged 50, was appointed as an executive Director and
the chief operating officer of the Company in July 2017. Mr. Qiu holds
a Master of Business Administration Degree from the City University
of Macau. He had worked with various large corporations in mainland
China and been responsible for project investment, assets restructuring,
property development and property leasing and management. Mr.
Qiu has over 15 years of experience in investment management. Mr.
Qiu was the general manager of China Technology Education Trust
Association during the period from January 2009 to October 2011.
Mr. Qiu was the executive director of Suncity Group Holdings Limited
(formerly known as Sun Century Group Limited), the shares of which are
listed on the main board of the Stock Exchange, during the period from
June 2012 to May 2015.

HITES

HOJREE b4 RZE—Z—_F+=AH
BEZERIITES  HER-_Z—=FNA
BEZAAARRTRAER - HLEBE
REBBREEKEEETE -HAERFAE
Fh 2 B (A BB 95 7% & 18 K 2 (The University of
Wolverhampton) 883#% 2 B 21+ 24 - 5
ERREFERHEEERER - LA
MAERE AREME([HEH]) LMt
RIEPRB 2 2 AAIEH BB (ChFP) © R
TETRFREEMAA NI A RET IR
EXERERCERERM - HAaFE 2
ERRRETRERZEN T RIREN S
RAR -« EBUTHEMNRREEHETE -

BRELOLZL 465k R-T-—NFEAER
ERATES R_TNFN\AEZER
RRBBHRE, - Bt B ERNEE R
B RITBBBE AR BREER - B EER
RE - CERMERIINEETEERR _T
FEENSREELR Bt —_TTE
FE-BEEFBFELTARZS MBI - &
NETCRNE - LEREARATRELMN
NGERETENESH - BLERHEFEEIK
B EFXELEM  YRBEASHAMAE
SEREBERFARGMASEREE -

ERSESE4E - 505 M-T—tHF L ARE
RARBZHTEENEERE - BEER
BRFABTABTIHERBRLRNMN - HER
BAZEARARTIIE AEERRE &
EEAREHERE YEHEREE &
REEE T HAEBRAISFNER - R-
TENF-AE-_T——FTAHAE - BE
AHEFEMRHEESSREE - R -
——FRNAZZE-hFRAHM Bx4E
LRERGUEBIERAR QR (R SAE
WLRKEBERIR]) ZHTES - ZRABND
REER P ER £ -

SHENG YUAN HOLDINGS LIMITED @ ANNUAL REPORT 2017



BIOGRAPHICAL DETAILS OF DIRECTORS
EEBEEHE

NON-EXECUTIVE DIRECTOR

Mr. Chen Zhong Min, aged 53, was appointed as a non-executive
Director in January 2018. Mr. Chen obtained a Bachelor’'s degree
in Laws from Dr. Sun Yat Sen University and a Master’s degree in
International Banking Law Studies from Boston University School of
Law. From June 1992 to September 1995, Mr. Chen was the deputy
director of the President Office of the People’s Bank of China, Shenzhen
Branch. Mr. Chen was also the executive director of several companies
in Sydney, Australia from January 1996 to August 2004. Mr. Chen has
extensive experience in equity investment in Greater China region and
is familiar with the international rules/laws and operations of worldwide
capital market.

INDEPENDENT NON-EXECUTIVE DIRECTOR

Dr. Huan Guocang, aged 68, was appointed as an independent
non-executive Director in June 2015. Dr. Huan is currently the chief
executive officer of Primus Pacific Partners Limited (“Primus”). Dr. Huan
holds master degrees in arts from the Graduate School of International
Studies of the University of Denver in 1982 and Columbia University in
1983, a PhD degree from Princeton University in 1987 and John Olin
post doctoral fellow from the Centre for International and Strategic
Studies of Harvard University in 1987. Before the set-up of Primus in
2005, Dr. Huan has been the Head of Investment Banking (Asia Pacific)
of HSBC, the co-Head of Investment Banking (Asia Pacific) of Citigroup,
the managing director and Head of China of BZW Asia Limited, a senior
economist and vice president of J.P. Morgan, an assistant professor of
Columbia University and an economist of Deutsche Bank. Dr. Huan is
currently the independent non-executive director of Beijing Development
(Hong Kong) Limited, the shares of which are listed on the Stock
Exchange.
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Mr. Lo Ka Wai, aged 49, was appointed as an independent non-
executive Director in March 2014. Mr. Lo has over 20 years experience
in financial management and corporate finance gained from working
as a chief financial officer and/or a company secretary for various listed
companies in Hong Kong. Currently, Mr. Lo is an independent non-
executive director of Yusei Holdings Limited, the shares of which are
listed on the main board of the Stock Exchange. Mr. Lo had been
an executive director of Han Tang International Holdings Limited and
National United Resources Holdings Limited, the shares of both of
which are listed on the main board. Mr. Lo had also been a chief
financial officer of a company, the shares of which are listed on the
GEM of the Stock Exchange. Mr. Lo graduated from the University of
Wollongong, Australia with a bachelor degree in commerce. Mr. Lo is a
member of the Hong Kong Institute of Certified Public Accountants and
CPA Australia.

Mr. Wu Fred Fong, aged 70, was appointed an independent non-
executive Director in March 2014. Mr. Wu has considerable experience
in auditing, corporate planning, investment, consulting and finance with
public companies in Canada and Hong Kong. Mr. Wu holds a master of
business administration degree from The Schulich School of Business,
York University in Canada. Mr. Wu is a chartered accountant qualified
in Canada and a fellow member of the Hong Kong Institute of Certified
Public Accountants. Mr. Wu has substantial directorship and corporate
governance experience. Currently, Mr. Wu is the independent non-
executive director of Minth Group Limited, the shares of which are listed
on the Stock Exchange.
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CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintain high standard of corporate
governance standards and procedures to safeguard the interests
of all shareholders and to enhance accountability and transparency.
The Company has complied with the code on corporate governance
practices (the “Code”) as set out in Appendix 14 of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules”) during the year ended 31 December 2017 except
the following deviations:

The Code provision A.2.1 stipulates that the role of the Chairman and
the Chief Executive Officer should be separated and should not be
performed by the same individual. Although the Company does not
have a Chairman, all major decisions are made in consultation with the
Board members and the senior management of the Company. There
are three independent non-executive Directors in the Board. The Board
considers that there is sufficient balance of power and the current
arrangement maintains a strong management position of the Company.

Under the Code provision A.6.7, independent non-executive directors
and other non-executive directors should attend general meetings.
Dr. Huan Guocang, Mr. Lo Ka Wai and Mr. Wu Fred Fong, all are
independent non-executive Directors, were unable to attend the annual
general meeting of the Company held on 26 May 2017 as they had
other business commitments.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) of the Listing Rules as
a code of conduct of the Company for directors’ securities transactions.
Having made specific enquiry of all Directors, the Directors have
complied with the required standard set out in the Model Code and the
Company’s code of conduct regarding directors’ securities transactions
throughout the year ended 31 December 2017.
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BOARD OF DIRECTORS

As at 31 December 2017, the Board comprised three executive
Directors and three independent non-executive Directors.

The composition of the Board’s members during the year ended 31
December 2017 and up to the date of this report is as follows:

EXECUTIVE DIRECTORS

Mr. Wu Siu Lam, William (Chief Executive Officer)
Ms. Cheng Kit Sum, Clara (Chief Financial Officer)
Mr. Qiu Bin (Chief Operating Officer) (appointed on 27 July 2017)

NON-EXECUTIVE DIRECTOR
Mr. Chen Zhong Min (appointed on 2 January 2018)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Huan Guocang
Mr. Lo Ka Wai
Mr. Wu Fred Fong

During the year ended 31 December 2017, 7 Board meetings were
held. Detail of the Directors’ attendance records was as follows:—
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Meetings attended/
Name Eligible to attend
HESERE
#E EEREEERRY
Executive Directors BITES
Mr. Wu Siu Lam, William AR E 7/7
Ms. Cheng Kit Sum, Clara B2t 7/7
Mr. Qiu Bin ESXE ST 4/4
Independent Non-executive Directors BAFHITES
Dr. Huan Guocang EEEEHL 7/7
Mr. Lo Ka Wai EREXE 7/7
Mr. Wu Fred Fong AR 7/7
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During the year ended 31 December 2017, one general meeting was
held. Detail of the Directors’ attendance records was as follows:—

RBE_ZT—tF+-_A=+—BILFE"
HBIT-RBEERRE - ERHEFHREABEHR
(LN

Meetings attended/
Name Eligible to attend
HESEIE
" CEREEERRE
Executive Directors BITES
Mr. Wu Siu Lam, William tHLRREAE 1/1
Ms. Cheng Kit Sum, Clara 15N e 1/1
Mr. Qiu Bin ERYE 55 4 0/0
Independent Non-executive Directors BIEHITES
Dr. Huan Guocang EREEL 0/1
Mr. Lo Ka Wai ‘ERERE 0/1
Mr. Wu Fred Fong AR LS 0/1

The Board is responsible for the formulation of the Group’s strategies
and policies, approval of annual budget and business plan, and
supervising the management of day-to-day operation of the Group to
ensure the business objectives are met. In addition, the Board has also
delegated various responsibilities to the remuneration committee (the
“Remuneration Committee”), the nomination committee (the “Nomination
Committee”) and the audit committee (the “Audit Committee”) of the
Company. Further details of these committees are set out in this report.

During the year ended 31 December 2017, the Board has reserved for

its decisions over all major matters of the Group including:—

1. discussion on the Group’s strategies and future development;

2. reviewed the term of employment of Directors;

3. discussion on and approval of the financial results of the Group
and the recommendation of any dividend;

4.  approval on the appointment of directors;

5. approval on issuance of convertible bonds;
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6. reviewed the interim results of the Group for the period ended 30
June 2017;

7. reviewed the internal control system and risk management of the
Group;

8.  approval on exercise and grant of share options;
9.  approval on the renewal of tenancy agreement; and
10. matters as required by laws and ordinance.

CONTINUOUS PROFESSIONAL DEVELOPMENT OF
DIRECTORS

Directors are continually updated on developments in the statutory
and regulatory regime and the business environment to facilitate the
discharge of their responsibilities. Continuing briefing and professional
development for directors will be arranged at the expenses of the
Company whenever necessary.

The Directors are committed to complying with the Code provision
A.6.5 on Directors’ training. All Directors have participated in continuous
professional development to develop and refresh their knowledge and
skills and confirmed to comply with the code on director’s training for
the financial year ended 31 December 2017.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The Company has not adopted A.2.1 of the Code by appointing
separate individual to take up the roles of the chairman and chief
executive officer. In the absence of a chairman, the executive Directors
will be responsible for the management of the Board and ensure good
corporate governance practices will be implemented.

NON-EXECUTIVE DIRECTORS

Under the Code provision A.4.1, all the non-executive Directors should
be appointed for a specific term, subject to re-election. Each of the
non-executive Director and independent non-executive Directors are
appointed for a specific term subject to retirement by rotation and re-
election as required by the bye-law of the Company (the “Bye-Law”).
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REMUNERATION COMMITTEE

The Company has established the Remuneration Committee with
specific written terms of reference which deals clearly with its authority
and duties. The principal duties of the Remuneration Committee
include:—

1. to make recommendations to the Board on the Company’s
policy and structure for all remuneration of Directors and senior
management;

2. to determine the specific remuneration packages of all executive
Directors and senior management and make recommendations to
the Board of the remuneration of non-executive Directors;

3.  toreview and approve performance-based remuneration from time
to time;

4.  to review and approve the compensation payable to executive
Directors and senior management and compensation
arrangements relating to dismissal or removal of Directors for
misconduct; and

5. to ensure that no Director or any of his associates is involved in
deciding his own remuneration.

Currently, the members of the Remuneration Committee are Mr. Wu
Fred Fong (Chairman), Dr. Huan Guocang. and Mr. Lo Ka Wai. During
the year ended 31 December 2017, the Remuneration Committee held
two meetings. The attendance of individual members was set out in the
following table.
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Mr. Wu Fred Fong AR LS 2/2
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NOMINATION COMMITTEE

The Nomination Committee was established with specific written
terms of reference which deals clearly with its authority and duties. The
principal duties of the Nomination Committee include:

1)  to review the structure, size and composition of the Board and
make recommendations for changes as necessary, to identify
individuals suitably qualified to become board members and
select or make recommendations to the Board on the selection
of, individuals nominated for directorships, to assess the
independence of independent non-executive Directors, and to
make recommendations to the Board on relevant matters relating
to the appointment or re-appointment of Directors and succession
planning for Directors in particular the Chairman and the CEOQ.
The Nomination Committee should meet at least once a year and
when the need arises.

2) responsible for identifying, recruiting and evaluating new
nominees to the Board and the assessment of the qualifications
of the directors. The criteria adopted to select and recommend
candidates for directorship includes the candidate’s experience,
professional knowledge, integrity, time commitment and other
statutory or regulatory requirements.

The Board has adopted a Board Diversity Policy (the “Policy”) to comply
with the Code Provision on board diversity. The Policy aims to set out
the approach to achieve diversity in the Board to ensure that the Board
has the balance of skills, experience and diversity of perspectives,
including but not limited to gender, age, cultural and educational
background, professional experience, knowledge and skills. In
identifying suitable candidates, the Nomination Committee will consider
candidates on merit and against the objective criteria with due regard
for the benefits of diversity on the Board.
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The Nomination Committee currently consists of three independent

REZESHERH=-"RBIIIFNTES (AE

non-executive Directors namely Dr. Huan Guocang (Chairman), Mr. Lo BIEB L (XfF) #RELERAREE) A
Ka Wai and Mr. Wu Fred Fong. During the year ended 31 December X ° REZ T —t+F+-_A=+—HILF
2017, the Nomination Committee held two meetings. The attendance of & " lE 5Z 8 & ¢ %ﬁﬁﬁ/ﬁ(éﬁ% TREHT
individual members was set out in the following table. EXBHEEERZIERN
Meetings attended/
Name Eligible to attend
HESBRE
HE EEREEERRH
Dr. Huan Guocang EEEEL 2/2
Mr. Lo Ka Wai ERELE 2/
Mr. Wu Fred Fong HARTE 2/2

During the meetings, the Nomination Committee reviewed the
composition of the Board.

AUDITORS’ REMUNERATION

During the year ended 31 December 2017, the remunerations payable
to the auditor of the Company, BDO Limited, are set out as follows:
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Fee payable

EfER

HK$’'000

Services rendered RHRE TFET

Audit services BIZRTE 1,400

Non-audit services IEEIZ RS 537
AUDIT COMMITTEE EREES

The Company has established the Audit Committee with specific written XA &) 2 53

terms of reference which deals clearly with its authority and duties. The
principal duties of the Audit Committee include:

1. to make recommendations to the Board on the appointment,
reappointment and removal of the external auditor, and review
and monitor their independence and objectivity as well as the
effectiveness of the audit process;
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2. to approve the remuneration and terms of engagement of external
auditors, maintain appropriate relationship between the Group and
the external auditors and develop policy on the engagement of the
external auditors to supply non-audit services;

3. to ensure the integrity of the interim and annual consolidated
financial statements and any significant financial reporting
judgments contained in them; and review the external auditor’s
work, including management letter and management’s response;
and

4. to review the Company’s internal control and risk management
systems.

Currently, the members of the Audit Committee are Mr. Lo Ka Wai
(Chairman), Dr. Huan Guocang and Mr. Wu Fred Fong. During the year
ended 31 December 2017, the Audit Committee held two meetings and
the attendance of individual members was set out in the following table.
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Meetings attended/
Name Eligible to attend
HESEERE
HE CEREEERRE
Mr. Lo Ka Wai ‘ERERE 2/2
Dr. Huan Guocang EEEEL 2/2
Mr. Wu Fred Fong AR AE 2/2
During the year ended 31 December 2017, the Board had no E/\%&i —+tF+—_A=1T—HLFE "

disagreement with the Audit Committee’s view on the selection,
appointment, resignation or dismissal of the external auditor.

COMPANY SECRETARY

Mr. Or Wing Keung, the Company Secretary of the Company, is a
full time employee of the Group and has day-to-day knowledge of
the Company'’s affairs. The Company Secretary reports to the Chief
Executive Officer and is responsible for advising the Board on corporate
governance matters. During the year ended 31 December 2017, the
Company Secretary has duly complied with the relevant professional
training requirement under Rule 3.29 of the Listing Rules.
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INTERNAL CONTROL AND RISK MANAGEMENT

The Board is directly responsible for internal control and risk
management of the Group and for reviewing their effectiveness. The
Board conducts a review on the internal control system of the Group
on an annual basis and has the responsibility to maintain an effective
internal control system. The Board also reviews and monitors the
effectiveness of the internal control and risk management systems on a
regular basis to ensure that the systems in place are adequate.

The Group’s internal control system is comprised of a system of
controlled management wherein various authoritative limits are placed
to ensure that the Group is able to supervise, control and assess
various functions within Group. The system further permits the Group to
safeguard its accounting records to minimize material errors in order to
provide as accurate as possible financial information.

During the year under review, the Company engaged an external
independent consultant to conduct a review on the internal control
and risk management systems of the Group in order to maintain high
standards of corporate governance. The Board has also reviewed the
adequacy of resources, staff qualifications and experience, training
programs and budget of the Company’s accounting and financial
reporting function. Based on the above, the Board is of the view
that the Company has established a proper internal control and risk
management systems which are effective and adequate.

The Company have formulated an inside information policy providing
guideline on handling inside information. The Company regularly
reminds the directors and employees about compliance with all policies
adopted by the Company regarding inside information including the
Model Code set out in Appendix 10 of the Listing Rules in relation to
dealings in securities of the Company.
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RESPONSIBILITY FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The Directors acknowledge their responsibilities for preparing the
consolidated financial statements of the Group in accordance with
statutory requirements and applicable accounting standards. The
statement of the auditor of the Company, BDO Limited, about their
reporting responsibilities on the consolidated financial statements of the
Group is set out in the independent auditor’s report on pages 66 to 77
of this annual report. Saved as disclosed in the independent auditor’s
report under the heading “Material Uncertainty Related to Going
Concern”, the Directors are not aware of any material uncertainties
relating to events or conditions that may cast significant doubt upon the
Group’s ability to continue as a going concern as at 31 December 2017.

The Directors wish to make the following statement with regard to the
Material Uncertainty Related to Going Concern in the Independent
Auditor’s Report.

The Group had incurred significant losses for the year and had net
current liabilities of approximately HK$2 million as at 31 December
2017. The Directors consider that the losses incurred for the year were
mainly non-cash items and the current liabilities include a provision
for settlement of convertible bonds of approximately HK$33.7 million.
Notwithstanding these conditions, the financial statements have been
prepared on a going concern basis on the following assumptions:

° the business of the Group will generate sufficient cash flows to
cover operating costs and interest payments; and

° the Group will obtain loan financing or other alternative financial
arrangements to settle its debts if necessary.

The Directors are of the view that the Group and the Company will be
able to continue as going concern and that the financial statements
have been prepared on that basis.
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CORPORATE GOVERNANCE REPORT
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INVESTOR RELATIONS AND SHAREHOLDERS’
RIGHTS

The Board is committed to provide clear and full performance
information of the Group to shareholders through the publication
of interim and annual reports. In additional to dispatching circulars,
notices, financial reports to shareholders, addition information is also
available to shareholders from the Group’s website. Shareholders are
encouraged to attend the annual general meeting for which at least 20
clear business days’ notice is given. The chairman and Directors are
available to answer question on the Group’s businesses at the meeting.

Pursuant to the Bye-laws, shareholders holding at the date of deposit
of the requisition not less than one-tenth of the paid up capital of
the Company carrying the right of voting at general meetings of the
Company shall at all times have the right, by written requisition to the
Board or the secretary of the Company, to require a special general
meeting to be called by the Board for the transaction of any business
specified in such requisition and such meeting shall be held within two
months after the deposit of such requisition.

Pursuant to rule 13.39(4) of the Listing Rules, any vote of shareholders
at a general meeting must be taken by poll. Accordingly, all the
resolutions put to vote at the annual general meeting will be taken by
way of poll. The chairman of the annual general meeting will explain the
detailed procedure for conducting a poll at the commencement of the
annual general meeting.

Shareholders who have enquiries to put to the Board may write to the
company secretary of the Company at the principal place of business
in Hong Kong at Suites 4301-5, 43/F., Tower 1, Times Square, 1
Matheson Street, Causeway Bay, Hong Kong. The Company will not
normally deal with verbal or anonymous enquiries. For the avoidance of
doubt, the shareholder(s) must provide their full name, contact details
and identification in order that the Company can give them a reply.

The Group values feedback from shareholders on its effort to promote
transparency and foster investor relationships. Comments and
suggestions are always welcomed.
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CONSTITUTIONAL DOCUMENTS OF THE COMPANY A ARMASBERHF

During the year ended 31 December 2017, the Company has not made #HE—ZT—+tF+-_A=+—HILFE K

any changes to the Bye-Laws. An updated version of the Bye-Laws is A BN AR ¥ A FIABRIELEAEE - A A4

available on the website of the Company and the Stock Exchange. Al g 3R AR FIE R AN R R R B ST FrAg L - /]
HER] o
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RS- B RERHE

INTRODUCTION AND APPROACH TO ESG AND
REPORTING

This Environmental, Social and Governance Report (the “ESG Report”)
summarises the initiatives, programmes and performance of the Group
as well as demonstrates its commitment to sustainability.

The core businesses of the Group are principally engaged in securities
brokerage, financial services, asset management services and
proprietary trading services in Hong Kong.

The Group believes that environmental protection, low carbon footprint,
resource conservation and sustainable development are the key trends
in society. In order to follow the key trends and pursue a successful
and sustainable business model, the Group recognises the importance
of integrating ESG aspects into its risk management system and has
taken corresponding measures in its daily operation and governance
perspective.

REPORTING SCOPE

Unless stated otherwise, this report covers the Group’s business
activities in Hong Kong, which represent the Group’s major sources of
revenue. The ESG key performance indicator (“KPI”) data is gathered
and included under the Group’s direct operational control companies
and subsidiaries. The following core businesses are reported:

° securities brokerage and financial services;
° asset management services; and
° proprietary trading.

The Group will continue to assess the major environmental, social and
governance aspects of different businesses to determine whether it
needs to be included in the environmental, social and governance
reporting.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RIS - B RERHE

REPORTING FRAMEWORK

This ESG Report has been prepared in accordance with the
Environmental, Social and Governance Reporting Guide as set out in
the Appendix 27 of the Rules Governing the Listing of Securities on the
Stock Exchange of Hong Kong Limited (the “ESG Reporting Guide”).

Information relating to the corporate governance practices of the Group
has been set out in the Corporate Governance Report on pages 13 to
24 of this report.

REPORTING PERIOD

ESG Report specifics the environmental, social and governance
activities, challenges and measures being taken during the year ended
31 December 2017.

STAKEHOLDER ENGAGEMENT

We value our stakeholders and their feedback regarding our businesses
and ESG aspects. In order to understand and address their concerns,
we have maintained close communication with our key stakeholders,
including but not limited to customers, employees, suppliers,
government and regulatory bodies, shareholders and investors as well
as community, since our listing.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RS- B RERHE

In formulating operational strategies and environmental, social and
governance measures, we take into account the stakeholders’
expectations and strives to improve its performance through mutual
cooperation with the stakeholders, resulting in creating greater value
for the community by utilising diversified engagement methods and
communication channels, shown as below.

EHIFTEERBEMIRE @ REGEE
B BMEERBOHENEHE  BHORER
MAZTM2EFARBEREE  Bite
EERASETHREHERE  AHEFER
RNEB - AAAFXARRBENT -

Stakeholders Communication Channel and feedback Approach Frequency
& BBERERNBAA R
Customers ° Emails and customer service hotline o Day-to-day and/or
®P o BHREFIREELL irregular
. Meetlngs . H &S 8
L =5
° Website, annual and interim reports
o L FHLFEHERE
Employees ° Training, seminars and briefing sessions ° Irregular
EE o I HAERERE e TEH
o Conference
s B3
° Emails
Suppliers ° Supplier assessment exercise ° Irregular
Hrem o HEEFT LS e TEH
° Business cooperation
e  XBefE
Government and o Consultations o Irregular
regulatory bodies o IER o  TEH
BT K B E e d e Meetings
s B3
° Mails and website
o  EHEH LB
Shareholders and ° Annual general meeting ° Annual and/or if
investors e REAFKE necessary
BRRIEEE e Investor meetings s BHER/AMEE
s REEER
° Press releases
e HEW
° Annual and interim reports, announcements and circulars
e  FHEFHHE  2FENE
Community ° Community services and activities o Irregular
Zan s HERRBEKED e TEH
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RIS - B RERHE

We aim to collaborate with our stakeholders to improve our ESG
performance and create greater value for the wider community on a
continuous basis.

MATERIALITY ASSESSMENT

The management and employees who are responsible for the key
functions of the Group have participated in preparing the ESG
report, assisted the Group in reviewing its operation, identifying key
environmental, social and governance issues and assessing the
importance of these issues to our businesses and stakeholders.
We compiled a questionnaire in reference to the identified material
environmental, social and governance issues to collect the information
from relevant departments and business units of the Group.

We have considered feedback from the relevant stakeholders in
determining the Group’s material ESG aspects to be covered in this
report. These are shown in the table below, together with the aspects of
the ESG Guide to which they relate:

The Reporting Guide

HEES EARE  HEREREE

BMEEEFNEARS HEARMNER
B oHekEARE THAEEZOHLER
BIEE KHE(E -

BEARFHE

BEASERIZRENEEEREENA
SEBRRE - HERERRE  HHAK
Bins H2E  BMpIBERERE HEhER
EENRFHEBEEESRMANEE LD
ENERE - AMERBLIHNEKNR
B HekEAEEREATHS  AAK
EAERA BRI MRS B MR EHYL -

HPNBEEARESBRENEARE &
MREREERCERMBFKNENRE - B
MEAFEEREMARENERE e hER
WEESIBBR TRIIR

Material environmental, social and governance aspects

A. Environment

A. BE
A1. Emissions Emissions
Al BER HER
Discharges into Water
[AIKBES
Waste Management
REEMETR
A2. Use of Resources Energy Consumption
A2. BR{EHA BEIRERE

Water Consumption and use of Packing Material

AIRERE & B A RHE A
Indoor Air Quality
EANERE=

A3. The Environment
and Natural Resources

A3. BRIEBRAARER
MAERERIRE

Office Repair and Maintenance

P. 30

P. 33

P. 33

P. 37

P. 38

P. 40

P. 40
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The Reporting Guide Material environmental, social and governance aspects

HEEo ERRE  HEREREE
B. Social
B. #®&
B1. Employment Recruitment and Remuneration P. 41
B1. Ef& RS K B
Work-life Balance P. 42
TEBRAE T
Promotion and Career Development P. 42
EANBEER
Communication Channels P. 43
BERB
Equal Opportunities and Anti-Discrimination P. 43
FERERRIER
B2. Health and Safety Safety Training P 44
B2. BEHEZE Z a3
Employee Health Management P 44
EERRER
B3. Development and Training Training and Development Policies and Management P. 45
B3. #EK&IEII Aol M ERBURIA R ER
B4. Labor Standards Prevention of Child Labor or Forced Labor P. 46
B4. TR By 12 Taksa |55 T
B5. Supply Chain Management Environmental and Social Responsibility of Suppliers P. 46
B5. ftEEsEEIR HERRRERTGEE
B6. Product Responsibility Customer Service Policy P 47
B6. EmAE B P IRIGE R
Safeguarding Customer’s Assets p. 47
REXFEE
Data Privacy and Protection P. 48
BRITLEE AR &
Investor Protection and Education P. 49
REERERKE
B7. Anti-Corruption Anti-Corruption P. 50
B7. RES RES
Prevention of Money-Laundering P. 51
By 1% B8
Compliance p. 52
B
B8. Community Investment Community Investment P. 52
B8. @& HRRE
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RIS - B RERHE

The recognition of sustainable development, employee benefits
and development as well as environmental protection are the most
fundamental elements to the operation of the Group.

During the year ended 31 December 2017, the Group confirmed that
appropriate and effective management policies and internal control
systems for environmental, social and governance issues are in place
and confirmed the information disclosed in this report meets the
Reporting Guide.

CONTACT US

Comments and suggestions are welcome from our stakeholders.
Stakeholders may provide comments on ESG report or towards our
performance in respect of sustainable development.

A.  ENVIRONMENT
A1l. EMISSIONS

General Disclosure and Key Performance Indicators (“KPI1”)

The Group strives to protect the environment through the
implementation of control activities and monitoring measures
in its business activities and workplace. We are committed to
promoting a green environment by introducing environmentally
friendly business practices, educating our employees to raise their
awareness on environmental protection and complying with the
relevant environmental laws and regulations.

In order to enhance our environmental governance practice and
mitigate the environmental impact produced by the Group’s
operations, we have adopted and implemented relevant
environmental policies and have communicated such policies
to our employees. These policies apply the waste management
principles of “reduce”, “ recycle” and “replace” as well
as emission mitigation principle, with an objective of minimising
the adverse environmental impacts. These policies also ensure
the waste disposal or emission generated is conducted in an

environmentally responsible manner.

y o«

reuse-,

Within our policy framework, we continually look for different
opportunities to pursue environmental friendly initiatives, enhance
our environmental performance by reducing energy and use of
other resources.
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During the year ended 31 December 2017, the Group was not
aware of any material non-compliance with laws and regulations
relating to environmental laws and regulations in Hong Kong that
would have a significant impact on the Group.

Emissions

Since the Group’s major business is securities trading and
asset management in Hong Kong, the Group has no industrial
production or any factory facilities. Therefore, the Group did not
generate notable level of air or water pollutants during the year
ended 31 December 2017.

On the other hand, the Group only generated limited greenhouse
gas emissions mainly arising from the petrol consumed in business
vehicles and electricity usage of the workplace. During the year
ended 31 December 2017, the Group’s total GHG emissions
amounted to approximately 139.59 tonnes and the total GHG
emission per employee was 2.85 tonnes/employee. The detailed
summary of the GHG emission is shown as below:

GHG Performance Summary

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HBRERRS

BE_T—tF+_A=t—HL*F
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BEAFE -

23567/
ARAKREEENEARFESTEER
BERERS AKRBUTETREENR
TRAITRERE - Bt - BE-FT—tF
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FREAHZE R KT RY)

B—HE AEBEEELSARLERE
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MEX130.501F - BRESBREREH
B E R85 BE - BEREBHEK
EFEBENTAR

Intensity — Tonnes

GHG Scope' Tonnes per employee
AERREHE" 7] RE - Mg
BEES

Direct GHG emission (Scope 1)
— petrol consumption 22.89 0.47
ERAERBYWE (BE1) - hiE
Indirect GHG emission (Scope 2)
— electricity consumption 116.70 2.38
MER=EREENE (SE2) -
Total GHG emission

(Scope 1 and Scope 2) 139.59 2.85

BEREEINEE (BE 1 REE?2)
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B -

Note:

HERERRE

GHG emissions data is presented in carbon dioxide equivalent
and was in reference to, including but not limited to, the reporting
requirements of the “GHG Protocol Corporate Accounting and
Reporting Standard” issued by the World Resources Institute
and the World Business Council for Sustainable Development,
the “Guidelines to Account for and Report on Greenhouse Gas
Emissions and Removals for Buildings (Commercial, Residential
or Institutional Purposes)” and the Sustainability Report 2016
published by the Hongkong Electric Company.

Electricity consumption accounts for a major source of our
greenhouse gas emissions. We have adopted various green
measures in our offices to improve our operational efficiency
and to reduce the greenhouse gas emissions as well as energy
consumption of the Group.

During the year ended 31 December 2017, the Group has
performed the following measures relating to mitigating emissions:

Adopted lighting control based on actual needs;

Replaced energy efficient LED lighting to energy-inefficient
light bulbs by phases;

Utilised higher energy-efficiency office equipment in our
workplace;

Arranged regular examination of the business vehicles on the
exhaust gas emission;

Encouraged our staff to utilise teleconferences and video
conferences, to reduce air and carbon emissions related to
transportation needed for meetings;

Regularly publicised environmental protection messages
and green tips to our staff on the message board, staff
newsletters or emails; and

Encouraged our staff to participate in activities relating to the
promotion of green environment.

Despite the Group’s energy efficiency and emission performance
being improved in long term, our colleagues’ sense of
environmental protection and emission mitigation has been
continuously fostered and awareness of their responsibility in
achieving energy saving in workplace has been strengthened.
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Discharges into water

As aforementioned, we do not consume significant amounts of
water through our business activities and therefore our business
activities did not generate material portion of discharges into
water. The water supply and discharge facilities of the offices are
managed by the property management company.

Wastes Management

Due to the business nature, we also did not generate significant
amount of hazardous wastes and only generated limited non-
hazardous wastes during the year ended 31 December 2017.

The non-hazardous wastes generated by the Group’s operations
mainly consist of paper. During the year ended 31 December
2017, the consumption volume generated by the Group is shown
as below:

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HBRERRS
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Intensity — Unit
Non-hazardous waste category Quantity Unit per employee
BEERVESR Es By ZE-By SES
Paper 182,611 Pages 3,726.76
#oR i

The Group adheres to waste management principle and strives to
properly manage and dispose wastes produced by our business
activities.

AEBMBTEMERRY  BOEER
B KRB RPN ER R E LM PTA R
1) o
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Non-hazardous waste handling method

Our staff and the assigned administrative staff in the workplace
collectively take the responsibilities for the waste management, in
reference to the established environmental policies, including but
not limited to the following measures:

o Organised, maintained and cleaned the garbage and waste
recycling areas;

° Sorted recycled wastes into appropriate containers;

° Placed appropriate signage on walls and bins, indicating the
types of wastes to be recycled; and

° Ensured that no garbage is to be placed on building
colonnade areas.

Under the waste management principles of “reduce”, “reuse”,
“recycle” and “replace” established in the relevant guidelines, the

Group has taken the above measures.

Usage of paper

During the year ended 31 December 2017, the Group has
performed the following measures relating to efficient usage of
paper:

o Minimised the paper usage at our workplace by recycling
used papers regularly and using double-sided printing;

° Encouraged our staff to use electronic communications for
directories, forms, reports and storage when possible;

o Recycled and reused papers, carton boxes, envelopes and
folders which have been used, including all non-confidential
documents from the Group; and

o Explored the opportunity of using Forest Stewardship
Council certified paper.

With the aim of minimizing the environmental impact of generating
non-hazardous wastes from its business operation, the Group
recycled approximately 671kg papers, which are equivalent to
reduce the greenhouse emissions amounted to around 3.22
tonnes.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HBRERRSE
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Maximising the lifespan of office stationary

The procurement and disposal of office stationary serves another
focus of our operational sustainability efforts. The office stationary
has a great hidden environmental and social impact across its
product life. The impacts arise from its production and use to
eventual disposal. We have launched the following measures:

° Maximised every stationary lifespan (such as plastic binding
ring, paper clip, etc.) by searching opportunities to reuse and
refurbish them internally whenever feasible;

° Purchased reusable stationary whenever it is possible, such
as Refillable Rollerball Pens and correction tape;

U Avoided single-use disposable items; and
o Used rechargeable batteries where applicable

Increase awareness

The Group has enhanced general awareness of importance
of reducing waste generation and disposal through green
procurement practices and by training and promotion to our staff,
suppliers and customers.

Despite the Group’s waste disposal being reduced in long run, our
staff’s awareness of their responsibility in reducing the wastes in
workplace has been strengthened.

On top of complying with the general disclosure requirement of
Aspect A1, we have complied with the KPI requirement which is
summarised below:
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A2,

“Comply or explain” Provisions

[ NEST R AR | R

KPI A1.1
BB IETIR AL

KPI A1.2
FARAESIEIRAL2

KPIA1.3

The types of emissions and respective emissions data.

B TR IR R ARREHE AR -

Greenhouse gas emissions in total (in tonnes) and, where
appropriate, intensity
RERBAYNE (ANEHE) X (WER) %E

Total hazardous waste produced (in tonnes) and, where

Disclosed
el
Disclosed

gt

Not applicable

RSB MUEIZA1.3  appropriate, intensity

T

FMESASREEDEE (UMEE) R (ER) BE

KPI'A1.4

FAREEMIEIZA1.4  appropriate, intensity

Total non-hazardous waste produced (in tonnes) and, where
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=g

PREAEEREEYEE (EETE) &K (ER) BE

KPI' A1.5
FABESUEIZA15  achieved

R E BN E M FE b N TS AR

KPI'A1.6

BESEAEMUEIZA1.6  handled, reduction initiatives and results achieved.

Description of measures to mitigate emissions and results

Description of how hazardous and non-hazardous wastes are
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2t

Disclosed
2t
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USE OF RESOURCES
General Disclosure and KPI

The Group is committed to optimising the use of resources in all
of its business operations. Therefore, we have taken the initiatives
to introduce resource efficiency and eco-friendly measures to the
Group’s operations on a continuous basis.

The Group has established relevant policies and procedures in
governing the efficient use of resources, including petrol, electricity
and office consumables, in accordance with the objectives of
achieving higher energy efficiency and reducing the unnecessary
use of materials.
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Energy Consumption

Due to the business nature of the Group, the volume of petrol
consumption and electricity consumption are considered as
relatively low.

During the year ended 31 December 2017, the Group’s
consumption in petrol and electricity were:

BERHFE
ERAKENEBLEE - AEERHRE
K FAEEREBE -

BHE_ZT—+tF+_HA=+—HILF
B AEBEAREREENEEES -
Intensity — Unit

On top of the energy saving measures disclosed in the aspect A1,
the Group has also conducted the following actions to improve
the energy efficiency performance, including but not limited to:

Placed reminder stickers next to the power switches and

power buttons and reminder posters in order to encourage

our staff to take initiatives in energy saving;

Encouraged employees to turn off idling equipment,

computers and lightings, when not in use or after working

hours;

Monitored the energy usage on a monthly basis, along with

investigating significant variance noted;

Utilised natural light where possible;

Adopted power-saving features for office equipment and

computers;

Performed vehicle and equipment maintenance on a regular

basis to prevent inefficient fuel consumption or abnormal

operations;

Supported the Energy Saving Charter in 2017 imposed by

the building management, including taking below measures:

0 Maintained an average indoor temperature between
24-26°C during the summer period;

o] Switched off electrical appliances when not in use; and

0 Procured energy efficient appliances only upon
replacement of old appliances or due to new business
needs.

Energy Type Quantity Unit per employee
BE -8B

BERESE HE B BEE

Petrol 8,4583.21 Litre 172.51

O #

Electricity 147,727 kWh 3,041.84
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By adopting different energy conservation measures, the Group
believes it has set a role model for corporate social responsibility
as well as has enhanced its green and low-carbon image. More
importantly, the Group strives in cost reduction in terms of less
electricity consumption in workplace in the long run.

Water consumption and use of packaging materials

The Group has not consumed significant water in its business
activities. During the year ended 31 December 2017, only 8.82
tonnes of drinking water were consumed by the Group and the
drinking water consumption per employee was 0.18 tonnes/
employee.

The Group recognises the growing concern of the public regarding
water conservation and is committed to promoting awareness of
water conservation amongst its staff.

Green messages and labels of water conservation are posted to
remind staff to avoid unnecessary water consumption, including
encouraging them utilise hand dryer instead of paper towel in
toilets.

Due to the Group’s business nature and operation mainly based
in Hong Kong, the issue in sourcing water that is fit for purpose is
not relevant to the Group.

In addition, the Group has no industrial production or any factory
facilities. Therefore, we did not consume significant amount of
package materials during the year ended 31 December 2017.
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On top of complying with the general disclosure requirement of
Aspect A2, we have complied with the KPI requirement which is
summarised below:

T

“Comply or explain” Provisions

[ NET LA | 15R3L

KPI A2.1
RSB BUEIZ A2.1

KPI A2.2
RSB IEIRA2.2
KPIA2.3

RRERIEIRA2.3

KPIA2.4
FARERIEIRA2.4

KPI A2.5
FRRAEIEIRA2.5

Direct and/or indirect energy consumption by type and
intensity
BRSSO MERR S HEEREE REE

Water consumption in total and intensity
BrEKEREE

Description of energy use efficiency initiatives and results
achieved.

s BEIRE Az At 8 R PTIS AR ©

Description on whether there is any issue in sourcing water
that is fit for purpose, water efficiency initiatives and results
achieved.

il sSKEUE R OR LA A IR - ARRA ARS8 R

FR1SACR -

Total packaging material used for finished products.

S TR BREM L HEE

“ELEER ° BRERERAH

FRETAEmEH) —MRIME R &
MEETRRERIER 22X - gl

Disclosed
2

Disclosed
2t

Disclosed
2t

Issue in sourcing water —
not applicable due to its
business nature;
SKEUKRE @ - TEA
(AXBIEE)
Remaining — disclosed
Hith - 2t

Not applicable due to its
business nature

TEM (REBEE)



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HBRERRSE

A3. ENVIRONMENT AND NATURAL RESOURCES A3. BRERAAELR

General Disclosure and KPI

Although the Group has remote impact on the environment
and natural resources, as an ongoing commitment to good
corporate citizenship, the Group endeavours to minimize
negative environmental impact of our business operations and
our investment portfolios, in order to achieve a sustainable
development for generating long-term values to our stakeholders
and community as a whole.

We regularly assess the environmental risks of our businesses,
and adopt preventive measures as necessary to reduce the risks
and ensure the compliance of relevant laws and regulations.

On top of considering the sustainability element in its investment
portfolios, we have also carried out the following measures to
mitigate any adverse impact, including but not limited to:

Indoor air quality

Indoor air quality in our workplace is regularly monitored and
measured. By adopting air purifying equipment in the workplace
as well as conducting regular cleaning of air conditioning system,
these measures resulted in maintaining indoor air quality and
filtering out pollutants, contaminants and dust particles.

Office repair and maintenance

From time to time, our offices may undergo repair and
maintenance work. To lessen the disturbance of these activities
on our staff and customers, our suppliers are requested to use
materials or equipment with less emissions and noises when
performing such repair and maintenance work.

During the year ended 31 December 2017, the Group was not
aware of any non-compliance with laws and regulations in respect
of the environment and natural resources.
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B1i.

On top of complying with the general disclosure requirement of
Aspect A3, we have complied with the KPI requirement which is
summarised below:

“Comply or explain” Provisions
[ TESFRUBERE | RS

PBRETASEEM —MBEERIN &K
P ETRRERIETRE 2 ERK - #lan
T

KPI A3.1 Description of the significant impacts of activities on the Disclosed
fd §E 4B IR 1 environment and natural resources and the actions taken to B
A3.1 manage them.
Bl ¥ EHIRBEMNAAE RN EAZEN D IRINEER S
FENTTE -
SOCIAL B. #g
EMPLOYMENT B1. 1E1&
General disclosure — R =

Human resources are the foundation in supporting the
development of the Group. Hence, we established Human
Resources Management Policy to fulfill our vision on people-
oriented management and realising the full potential of
employees. The captioned policy and procedures are formally
documented in the Staff Handbook, covering resources planning,
performance evaluation, training, recruitment, resignation, transfer,
compensation and welfare and employee satisfaction survey, etc.

During the year ended 31 December 2017, the Group was not
aware of any material non-compliance with employment-related
laws and regulations (i.e. Employment Ordinance) in Hong Kong
that would have a significant impact on the Group.

Recruitment and Remuneration

The Company hires employees through open recruitment, fair
competition and strict appraisals and recruits staff on a selective
basis in accordance with the standard of “having both ability
and integrity”. Employees of the Group are remunerated at a
competitive level and are rewarded according to their performance
and experience. The promotion and remuneration of the Group’s
employees are subject to review regularly. Remuneration packages
include holidays, annual leave, medical scheme, dental scheme,
group insurance, mandatory provident fund, year end double pay
and discretionary bonus.
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Work-life Balance

We value the importance of maintaining a healthy lifestyle and
work-life balance of our employees. The Group actively engages
its employees through social, employee bonding, outing, volunteer
works and charity activities. We have organised work-life balancing
activities for employees:

° Buffet;
o Christmas party;
o Spring tea;

° Longer lunch hour to enhance productivity: 12:30 p.m. -
2:00 p.m. (1.5 hours);

° Birthday celebration for every employee;

° Celebration of festivals; and

o Team building travel for employees (location: Nha Trang,
Vietnam)

Promotion and Career Development

The employee promotion is subject to review regularly. The
Group has established objective performance indicators for
annual performance evaluation. In facilitating an effective two-
way communication, every supervisor has to discuss the work
performance with their subordinates regularly. Based on the
assessment result, we offer rewards to employees in encouraging
their continuous improvement.

We strive to develop an efficient human resource management
mechanism to serve for the development strategy for the Group.
Therefore, we offer chances of learning, training, practice and
improvement to our talents according to their ability, quality and
personal development with combination to their career path. We
also implement track inspection and dynamic management to help
our talents to improve their comprehensive ability.
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Communication Channels

To understand the work satisfaction of our employees, we have
established various channels to communicate with them, including
briefing sessions for new joiners, mailbox for recommendation,
and employee satisfaction survey. On semi-annual basis, survey
forms are distributed to collect employees’ opinions on work
responsibility, working environment, organisation and employee
relationship, compensation and benefits, etc. The management
reviews the result of the survey and implements corresponding
improvement actions.

Equal opportunity and Anti-Discrimination

The Group is an equal opportunity employer and does not
discriminate on the basis of personal characteristics, gender
or age. The Group has Staff Handbook outlining the terms and
conditions of employment, expectation for employees’ conducts
and behaviours as well as employees’ rights and benefits. The
Group has also established and implemented policies in order to
promote a harmony and respectful workplace. With the aim of
ensuring fair and equal protection for all employees, the Group has
zero tolerance on sexual harassment or abuse in the workplace in
any form.

The proportion of employees by gender:
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B2. HEALTH AND SAFETY

General disclosure

The Group prides itself on providing a safe and effective work
environment as we believe that employees are the valuable assets
of an enterprise and regards human resources as its corporate
wealth. To maintain a safe working environment, the Group has
established safety policies on the prevention and remediation of
safety accidents, and detection on potential safety hazards in
workplace.

The Group follows the occupational health and safety guidelines
recommended by Labour Department and Occupational Safety
and Health Council, and regularly encourages employees to
attend relating workshops or training courses. Human Resources
and Administration Department also takes responsibilities for
offices’ occupational health and safety and relevant promotions
and monitoring.

During the year ended 31 December 2017, the Group was
not aware of any material non-compliance with the laws and
regulations relating to health and safety (i.e. Occupational Safety
and Health Ordinance) in Hong Kong that would have a significant
impact on the Group.

Safety Training

Employees should attend the trainings organised by the Group,
in relation to occupational safety. Emergency and evacuation
procedures were established to response timely and orderly in
any major safety accidents. Employees are also free to provide
feedbacks on improving the workplace safety.

Employee Health Management

The Group offers comprehensive health care coverage for our
entire employees, including medical benefits and dental benefits.
The Group continuously organises work-life balancing activities for
employees and carried out other activities to promote healthy living
style. Health and safety information are sent to raise awareness of
occupational health and safety issues.
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B3. DEVELOPMENT AND TRAINING

General disclosure

The Group regards our staff as the most important asset as
they help to sustain its core values and culture. The Group is
committed to providing comprehensive on-the-job trainings, which
collectively serve as a platform to encourage staff to develop
potential and self-improvement.

Training and Development Policies and Management

The Group has developed relevant training policies and
procedures to enhance the training effectiveness. A training plan is
developed by respective management based on the requirements
from various departments and employees. Employees are
granted training for acquiring the related licenses such as license
of the Securities and Futures Commission (“SFC”) if necessary.
Management examines the effectiveness of training programs, and
provides improvement plans.

The Group has also organised workshops, seminars and
training programmes for employees covering various aspects to
improve their level of skills and knowledge and maximise their
potentials. Employees are also encouraged to enroll in external
study opportunities and job-related courses to enrich themselves
through acquiring higher professional skills and qualifications.

During the year ended 31 December 2017, we organised in-
house training classes, and invited external trainers to deliver
training classes. Categories of the training classes included
language proficiency, operational management, leadership skills,
occupational health and safety, Continuous Professional Training of
professional qualifications, and professional license examinations
preparation, etc., for enhancing employees’ awareness, skKills,
knowledge and leaderships.
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BA4.

BS.

LABOUR STANDARDS
General disclosure
Prevention of Child Labor or Forced Labor

Child and forced labour are strictly prohibited during the
recruitment process as defined by the laws and regulations. The
Group strictly complies with local laws and conducts recruitment
based on the Hong Kong Employment Ordinance. Personal
data are collected during the process to assist in the selection
of suitable candidates. The Human Resources Department also
ensures identity documents are carefully checked. If violation is
involved, it will be dealt with in the light of the circumstances as
clearly stated in the Group’s Staff Handbook.

During the year ended 31 December 2017, the Group was
not aware of any material non-compliance with the laws and
regulations relating to child and forced labour (i.e. Employment
Ordinance, etc.) in Hong Kong that would have a significant
impact on the Group.

SUPPLY CHAIN MANAGEMENT
General disclosure

The Company recognises the importance of green supply chain
management in mitigating the indirect environmental and social
risks. In view of green supply chain management, we are aware of
the environmental and social practices of the suppliers, and strive
to engage suppliers with responsible acts to the society.

Environmental and Social Responsibility of Suppliers

We actively share green practices with our suppliers, and
deliver the importance of sustainable operations to them. In the
supplier selection process, suppliers’ environmental and social
performances are considered as a selection criteria for establishing
long-term relationship. Suppliers should not violate the relevant
environmental and labour laws, and substantial violation may incur
the termination of supplier relationship.

On the other hand, we have also formulated rules to ensure our
suppliers competing under an open and fair mechanism. We do
not differentiate or discriminate certain suppliers and we also
strictly monitor and prevent all kinds of business bribery.
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B6. PRODUCT RESPONSIBILITY B6 .EGEF

General disclosure

The Group is committed to provide reliable products and services
by offering sustainable and responsible platform and services as
well as protects the interests of clients.

During the year ended 31 December 2017, the Group was not
aware of any material non-compliance with customer services,
asset protection and data privacy-related laws and regulations (i.e.
Personal Data (Privacy) Ordinance, Securities and Futures (Client
Securities) Rules, etc.) in Hong Kong that would have a significant
impact on the Group.

Customer Service Policy

The Group strives to provide excellent services in supporting
our customers. Customer Service personnel offers the required
assistance to customers on the application of services with their
professional knowledge.

Customers are free to provide feedback on our service delivery.
If customer is dissatisfied on the service quality, they can raise
a complaint to the Group, and we have established complaint
resolution procedures and logs for settling complaints. Complaints
are summarised regularly for the review of management in
designing remedial actions for major deficiency. On annual
basis, the Group performs a customer satisfaction survey in
understanding the customer opinions.

Safeguarding Customer’s Assets

Certain subsidiaries of the Group are licensed and regulated under
SFC. As a custodian of customers’ assets, we strictly comply with
the relevant laws and regulations on handling and safeguarding
of customers’ assets. We implement the necessary controls
to ensure customers’ assets are accounted for properly and
promptly, and adequately safeguarded.
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Segregated accounts are maintained in keeping customers’
assets. Transactions should only be executed when customers’
consent is received, or customers’ obligation is required to be met
on agreed contracts. Adequate audit trail is maintained to enable
investigation of suspected irregularities. Regular compliance
reviews and audits are conducted to detect any non-compliance
with regulatory requirements. Any irregularities should be
immediately reported to management.

Data Privacy and Protection

The Group strictly complies to regulatory requirements on data
privacy, with high level of security and confidentiality of personal
data privacy protection. We are committed to maintaining and
protecting personal data.

Internal policy has been established to govern the collection and
handling of personal data received from a data subject.

Under our data protection principles, a Privacy Policy Statement
is acknowledged to enable our clients to understand our general
policies and practices in relation to the collection, storage and use
of personal data.

Furthermore, in accordance with our data protection principle,
whenever there is collection of personally identifiable information
from individuals, a Personal Information Collection Statement is
acknowledged to notify clients for certain matters in relation to
specific collections of personal information from them. The Group
will not use or provide personal data to any person for use in direct
marketing unless we have obtained the clients’ consent in writing.
Meanwhile, the Group maintains secure measures to prevent
unauthorised use of personal data.
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Investor Protection and Education

The Group has also established procedures relating to the
services and products provided. After the “Know Your Clients
(KYQC) “ procedures and assessment processes are performed,
the financial services or products provided to clients are thus
based on their financial background, trading experience and risk
tolerance level to suit the their needs.

We are committed to provide clear and balanced information
to clients. The Group established a classification system that
classifies the capability and intentions of investors. The Company
divides clients into professional investors and retail investors
based on the standard of financial knowledge of investors. It will
especially protect the retail investors, conduct risk evaluation for
retail investors, classify and grade the investors according to the
results of risk tolerance evaluation.

The Group adopts appropriateness tests for different financial
products. We have adopted risk assessment for different
financial products to evaluate their risk level according to gained
information of them. We have established a matching principle
between product and clients’ risk tolerance ability to fully reveal the
product risks and ensure appropriate products are recommended
to appropriate clients.

Moreover, the Group has set standards for advertising and sales
literature which require information contained in all advertising and
sales literature must be factual and we have also prohibited the
use of false, misleading or inaccurate statements in any form of
communication.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HBRERRSE

B7. ANTI-CORRUPTION B7. RE’5

General disclosure

The Company strives to achieve high standard of ethics in our
business operations. Fraudulent acts such as corruption, bribery,
and collusion are strictly prohibited. Employees should comply
with the Code of Conduct in performing business activities,
and they should consult the management if they suspect any
professional misconduct. Employees should also declare any
conflict of interest under their job responsibility which may impair
the integrity on work.

We have established a whistle-blowing mechanism for reporting
any potential fraudulent cases. The management is responsible
for the investigation and resolution. To further mitigate business
frauds, internal audit function is established for continuous
evaluation of the Group’s internal control effectiveness, detecting
potential deficiency, and identifying areas of improvement. Internal
audit report is distributed to the responsible department for the
timely remediation.

During the year ended 31 December 2017, the Group was not
aware of any material non-compliance with laws and regulations
relating to bribery, extortion, fraud and money-laundering that
would have a significant impact on the Group. The Group provides
clear guidance for its employees and business partners regarding
misconduct reporting and investigation regulations, ensuring
that its employees can inform their matters of concern through
different channels in an absolutely confidential manner. The Group
ensures that all reported matters will be investigated and handled
as required.
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Anti-Corruption

We believe that fairness, honesty and integrity are important
business assets of the Group. Our employees must ensure that
our corporate reputation would never be compromised by fraud,
deceit or corruption. Anti-corruption has its own dedicated
section within our Staff Handbook, which defines and outlines the
code of conduct of our employees in this regard. Align with the
Prevention of Bribery Ordinance (POBO) enforced by the Hong
Kong Independent Commission Against Corruption (ICAC), our
Group prohibits all employees from receiving any benefits for
personal interest. This prevents any negative impact or disruption
to our business operations. Any report of suspected behaviors
would lead to disciplinary action, dismissal or reported to ICAC or
authorities. Employees are also given briefings organised by the
Group or seminars on anti-corruption organised by the ICAC.

The Group strives to create a clean culture. Therefore, we
launches law and discipline education, compliance and duty
competence training and professional ethics education for
employees to let them deeply understand the laws and disciplines,
and so strictly key the laws, regulations and standard, and quit
bad habits consciously.

Prevention of Money-Laundering

The Group has formulated policies and procedures in governing
Know Your Clients (“KYC”) and Anti-Money Laundering (“AML”).
A robust review program on KYC and AML and compliance
department have been put in place to ensure the Group in
compliance with all the regulatory rules.

A designated staff as Money Laundering Reporting Officer is
appointed to hold responsibility for investigating AML issue and
reporting if necessary. Induction training as well as annual training
is provided to ensure all the staffs within the Group keep abreast
of the knowledge and regulatory update in respect of KYC and
AML.

We have also developed Anti-Money Laundering Guidance Note
(“AML Manual’) to assist employees in identifying the types of risks
and their relevant major characteristics.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HBRERRSE

B8.

The Group tried its best to implement the anti-money laundering
management policy during the procedure of establishing business
relationship with clients or providing the services, including client
identification, filing of clients’ identity materials and transactional
records, carrying out client identification, checking identity
certification documents of clients, registering the basic information
of clients’ identity, getting aware of the clients and transaction
nature with reference to “KYC” policy, so as to strengthening the
management of clients. We actively strengthened the management
control of money laundering risks.

The Group has carried out the monitoring and reporting on large-
amount and suspicious transactions strictly. We have designed
monitoring model for suspicious transactions actively and
independently, made efforts to improve identification capability
of suspicious transactions, and positively helped the clients to
prevent money laundering risks.

Compliance

Our Group has strictly complied with all applicable laws and
regulations, as well as guidance from various regulatory bodies,
including the Securities and Futures Commission (SFC).

COMMUNITY INVESTMENT
General disclosure

The Group is committed to embolden and support the community
by way of social participation and contribution as part of its
strategic development, and to nurture the corporate culture and
practices of corporate citizen in the daily work life throughout the
Group. To sustain our corporate social responsibility, we focus
to inspire our human resources towards the employee relations
and social welfare concerns. We encourage our staff to donate
to recognized charitable organizations in order to help the under
privileged and those in need. Employees are also encouraged to
suggest areas of contribution based on their experiences in the
community.
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DIRECTORS’ REPORT
EEGREE

The Directors present their report and audited financial statements of
the Group for the year ended 31 December 2017.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details of
the principal activities of the principal subsidiaries are set out in note 40
to the audited financial statements. Further discussion and analysis of
these activities as required by Schedule 5 to the Companies Ordinance,
including a discussion of the principal risks and uncertainties facing
the group and an indication of likely future developments in the group’s
business, can be found in the Management Discussion and Analysis set
out on pages 4 to 9.

RESULTS AND DIVIDENDS

The Group’s loss for the year ended 31 December 2017 and the state
of affairs of the Group at that date are set out in the audited financial
statements on pages 78 to 199.

The Directors did not recommend the payment of any dividend for the
year ended 31 December 2017.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets and liabilities of the
Group for the last four financial years and the year ended 31 December
2017, as extracted from the audited financial statements and restated
as appropriate, is set out on page 200. This summary does not form
part of the audited financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

The five largest customers of the Group accounted for approximately
60.7% of the Group’s total turnover and the largest customer accounted
for approximately 28.2% of the Group’s total turnover. The Group is
a provider of financial services. In the opinion of the Directors, it is
therefore of no value to disclose details of the Group’s suppliers.
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So far as is known to the Directors, other than those disclosed in note
33 to the consolidated financial statements, none of the Directors, their
associates or substantial shareholders (which to the best knowledge
of the Directors owns more than 5% of the Company’s issued share
capital) had any interest in the share capital of the Group’s five largest
suppliers or customers.

SHARE CAPITAL

Details of the share capital of the Company are set out in note 28 to the
consolidated financial statements.

SHARE OPTION SCHEME

The Company adopted a share option scheme on 24 September 2004
(the “2004 Scheme”). Pursuant to an ordinary resolution passed at the
special general meeting of the Company held on 15 October 2014, the
Company adopted a new share option scheme (the “2014 Scheme”),
the purpose of which is to enable the Group to grant share options to
the eligible participants as incentives or rewards for their contribution
to the Group. Particulars of the 2004 Scheme and the 2014 Scheme
are set out in note 29 to the consolidated financial statements. No
further option shall be granted under the 2004 Scheme but the options
granted under the 2004 Scheme prior to its expiry shall remain valid
and exercisable in accordance with the terms of the respective grants.
The movements of the share options granted under the 2004 Scheme
and 2014 Scheme during the year ended 31 December 2017 were as
follows:
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EXEERES

Exercise
price Outstandingasat ~ Granted during Exercised ~ Cancelled/Lapsed ~ Outstanding as at
Grantees Date of grant (HK$) Vesting period Exercisable period 1 Jan_uary 2017 the period  during the period  during the period 31 Decerﬂber 2017
L _ -A-8 _ MIA  tZA=t-A
EBA RHAH (Bn) BEH s HATE AR ERH iR BT BEE/5X AT
Directors
£
Mr. Wu Siu Lam, Wiliam 7/9/2017 0.2400 Ni 7/9/2017-7/9/2020 - 12,000,000 - - 12,000,000
BOREE “E-tEAALA & “2-tENATEE
==
Ms. Cheng Kit Sum, Clara ~ 20/6/2014 0.2450 Ni 20/6/2014-20/6/2017 8,000,000 - - (8,000,000) -
EUYS Z2-PERAZTH 4 _2_@ N SES
T-+ERA= TR
7/9/2017 0.2400 Ni 7/9/2017-7/9/2020 - 12,000,000 - - 12,000,000
tENALA & “T-tENALRE
“ZIRENALR
Mr. Qu Bin 7192017 0.2400 Ni 7/92017-7/9/2020 - 10,000,000 - - 10,000,000
iyt ZE-tENAtA & = t¢nﬂt5§
“E_EENALE
Mr. Lo Ka Wal 20/6/20 0.2450 Ni 20/6/20 4-20/6/2017 2,000,000 - - (2,000,000) -
Bkt “E-RERAZTA & _*% W n =E
“E-tFAR1E
7/9/2017 0.2400 Ni 7/9/2017-7/9/2020 - 3,000,000 - - 3,000,000
S-tENALA & “E-tENATER
“ZIRENACR
Mr. Wu Fred Fong 20/6/2014 0.2450 Ni 20/6/2014-20/6/2017 2,000,000 - - (2,000,000) -
fiyi “T-RFAAZTA & “T-WEAAZTRE
ZE-t57AZTA
7/9/2017 0.2400 Ni 7/9/2017-7/9/2020 - 3,000,000 - - 3,000,000
S-tENALA & “E-tENALRE
ZEZEFNALA
Dr Huan Guocang 7192017 0.2400 Ni 7/9/2017-7/9/2020 - 3,000,000 - - 3,000,000
ERERT “E-tENATE & “E-tENRTRE
ZE-EENALA
Employees in aggregate 25/8/20 1 0.2800 Ni 25/8/2011-25/8/2021 480,000 - - - 480,000
B84t Z——%\B=t1A 4 2——?/\)@‘%51
ZZZ-¥\AZTHA
25/8/2011 0.2800 25/8/201 1-24/8/2012 25/8/2012-25/8/2021 720,000 - - - 720,000
“F——F\AZ1HA 77 \H tHAE ZE-ZEN\AZTRBE
“F-ZENAZTEA ZE--EN\AZtEA
20/6/2014 0.2450 Ni 20/6/2014-20/6/2017 40,000,000 - (20,000,000) (20,000,000) -
“Z-ImEAAZTR & “F-WERAZTRE
“E-tErAZ1H
7192017 0.2400 Ni 7/9/2017-7/9/2020 - 3,000,000 - - 3,000,000
ZE-tENAtA & “E-tENALRE
“ZIRENACR
Other grantees 7192017 0.2400 Ni 7/9/2017-7/9/2020 - 50,000,000 - - 50,000,000
HHREA “E-tENALA & “3-tENALAZ
ZE-EENALA
53,200,000 96,000,000 (20,000,000) (32,000,000) 97,200,000
Total number of shares available for issue at period end date 53,200,000 97,200,000
RABREERTE TR RS
Total number of shares available forissue as a percentage to issued shares 1.50% 273%

THARNEHECEIRN AL

“E—LFER e BRERERAH



DIRECTORS’ REPORT
EEgREE

PROPERTY, PLANT AND EQUIPMENT AND
INVESTMENT PROPERTIES

Details of movements in the property, plant and equipment of the
Group during the year are set out in note 15 to the audited financial
statements.

RESERVES

Details of movements in the reserves of the Group during the year are
set out in the consolidated statement of changes in equity.

DISTRIBUTABLE RESERVES OF THE COMPANY

At 31 December 2017, no reserves are available for distribution to
shareholders.

DIRECTORS AND DIRECTOR’S SERVICE
CONTRACTS

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

EXECUTIVE DIRECTORS:

Mr. Wu Siu Lam, William
Ms. Cheng Kit Sum, Clara
Mr. Qiu Bin (appointed on 27 July 2017)

NON-EXECUTIVE DIRECTOR:
Mr. Chen Zhong Min (appointed on 2 January 2018)

INDEPENDENT NON-EXECUTIVE DIRECTORS:

Dr. Huan Guocang
Mr. Lo Ka Wai
Mr. Wu Fred Fong

In accordance with Article 86(2) of the Company’s Bye-laws, Mr. Qiu
Bin and Mr. Chen Zhong Min were appointed as Directors by the Board
to fill the casual vacancies, will hold office until the forthcoming annual
general meeting and being eligible, offer themselves for re-election.
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In accordance with Article 87(1) of the Company’s Bye-laws, Dr. Huan
Guocang and Mr. Lo Ka Wai will retire at the forthcoming annual general
meeting and being eligible, offer themselves for re-election.

The Directors being proposed for re-election at the forthcoming annual
general meeting do not have a service contract with the Company or
any of its subsidiaries which is not determinable by the Group within
one year without payment of a compensation (other than statutory
compensation).

The non-executive Directors have been appointed for a specific term
subject to retirement by rotation as required by the Bye-laws.

DIRECTORS’
SIGNIFICANCE

INTERESTS IN CONTRACT OF

No contract of significance to which the Company or any of its
subsidiaries was a party and in which a Director had a material interest,
whether directly or indirectly, subsisted at the end of the year or at any
time during the year end 31 December 2017.

DIRECTORS’ INTERESTS

At 31 December 2017, the interests and short positions of the Directors
and chief executive of the Company in the shares capital and underlying
shares and convertible bonds of the Company or its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFQ”), as recorded in the register required to
be kept by the Company pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors of Listed
Issuers, were as follows:
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LONG POSITION IN ORDINARY SHARES OF HK$0.05 EACH OF THE RAATEREEO0.05 B t2ZER

COMPANY ZHE
Percentage of the
Number of issued share capital
Name of Directors Capacity shares held of the Company
HARARE BT
EEnA 54 FrisERMER &N =R
Mr. Wu Siu Lam,William Beneficial owner 9,395,354 0.26%
HHOREE EmEEA
Mr. Qiu Bin (Note) Interest of corporation controlled 10,300,000 0.29%
RS 52 A (B EE) XY EE s
Note: These shares are held by Pacific Assets Alliance Limited which is wholly P& : 5% 5 B 10 B B8 38 5c &£ & & % A& # Pacific
owned by Mr. Qiu Bin. Assets Alliance Limited #45
LONG POSITION — SHARE OPTIONS e - R
Number of Number of
Name of Directors Capacity options held underlying shares
EEnA 54 s BB ERE HEROEE
Mr. Wu Siu Lam, William Beneficial owner 12,000,000 12,000,000
HHDREE EmEEA
Ms. Cheng Kit Sum, Clara Beneficial owner 12,000,000 12,000,000
BRI EmEEA
Mr. Qiu Bin Beneficial owner 10,000,000 10,000,000
Ef S S A EmEEA
Dr. Huan Guocang Beneficial owner 3,000,000 3,000,000
EREEL EmEEA
Mr. Lo Ka Wai Beneficial owner 3,000,000 3,000,000
BREXE EmEEA
Mr. Wu Fred Fong Beneficial owner 3,000,000 3,000,000
R EE EmEEA
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Save as disclosed above, as at 31 December 2017, none of the
Directors or chief executive had registered an interest or short position
in the shares, underlying shares or convertible bonds of the Company
or any of its associated corporations that was required to be recorded
pursuant to Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Other than the share option scheme of the Company, at no time during
the year was the Company or any of its subsidiaries a party to any
arrangement to enable the Directors to acquire benefits by means of
the acquisition of shares in, or debentures of, the Company or any other
body corporate and none of their spouses or children under the age of
18, had any right to subscribe for the securities of the Company, or had
exercised any such right during the year.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 31 December 2017, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the SFO
shows that, other than interest disclosed above in respect of certain
Directors and chief executive, the following shareholders had notified
the Company of their relevant interests in the shares, underlying shares
and convertible bonds of the Company.
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LONG POSITION — ORDINARY SHARES OF HK$0.05 EACH OF THE

¥R -ANAEREE BT ZEE

COMPANY Bz
Percentage of the
Number of issued share capital
Name of shareholders Capacity shares held of the Company
HARARE BT
BREERE 54 FrisERMER &N =R
King Lion Group Limited (Note 1) Beneficial owner 1,011,000,000 28.38%
King Lion Group Limited (FizE1) Em=m#EAA
Mr. Lu Xing (Note 2) Interest of corporation controlled 420,000,000 11.79%
BRITHAE (H3E2) XY EE s
Redhead Investments Limited Beneficial owner 300,000,000 8.42%
(Note 2) EmEEA
Redhead Investments Limited
(fF3E2)
Front Riches Investments Limited  Beneficial owner 370,000,000 10.39%
(Note 3) EnEBA
HEIRERRAA (M1FE3)
Notes: BIEE -

(1) King Lion Group Limited is wholly owned by Smart Chant Limited which in (1)
turn is wholly owned by Mr. Gao Yongzhi.

(2)  Redhead Investments Limited, Ascher Group Limited and Headwind  (2)
Holdings Limited, all are wholly-owned by Mr. Lu Xing, beneficially owns
300,000,000 shares, 100,000,000 shares and 20,000,000 shares of the

Company respectively.

(3)  Front Riches Investments Limited is a corporation controlled by Mr. Hu  (3)

Yishi.
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King Lion Group Limited g Smart Chant
Limited 2 & #E4 + 1 Smart Chant Limited 1]

F Gao Yongzhi e 2B HH °

Redhead Investments Limited * Ascher
Group Limited }2 Headwind Holdings Limited
HEBITEEZERE  Z5RF0MER

5 7K 2 &) 300,000,000 f% + 100,000,000 fi%
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H -

hERERRARIRHAER AT X



DIRECTORS’ REPORT
EEGREE

LONG POSITION — CONVERTIBLE BONDS

wR-TRRES

Description of Number of
Name of bondholder Capacity equity derivatives underlying shares
BEFERFEALE 514 EETETASE HEROEE
Mr. Chen Zhong Min Beneficial owner 1 year 8% coupon convertible 285,714,285

(Note 1) bonds (Note 2)
PREE R S (MEE1) E=BEAA —FHIE S 8EAHRKRES
(P$3E2)
Notes: HeE -

(1) Mr. Chen Zhong Min, the holder of the 8% coupon convertible bonds at
principal amount of HK$100,000,000, was appointed as a non-executive
Director on 2 January 2018.

(2)  The Company issued the 8% coupon convertible bonds at aggregate
principal amounts of HK$110,000,000 on 23 November 2017 with
maturity dates of 22 November 2018. The 8% coupon convertible
bonds with an outstanding principal amount of HK$110,000,000 as
at 31 December 2017 are convertible into shares of the Company at a
conversion price of HK$0.35 per share.

Other than the interests disclosed above, the register of substantial
shareholders maintained by the Company pursuant to section 336 of
the SFO discloses no other person as having a notifiable interest or
short position in the shares, underlying shares and convertible bonds of
the Company as at 31 December 2017.

CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS

Saved as disclosed in note 33 to the consolidated financial statements,
the Group has not entered into any other connected transaction or
continuing connected transactions for the year ended 31 December
2017 which should be disclosed pursuant to the requirement of Chapter
14A to the Listing Rules.

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

During the year ended 31 December 2017, neither the Company,
nor any of its subsidiaries purchased, redeemed or sold any of the
Company’s listed securities.
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CORPORATE GOVERNANCE

The Company’s corporate governance report is set out in pages 13 to
24 of this report.

KEY RELATIONSHIPS
EMPLOYEES

Employees are one of the valuable assets of the Group and the Group
regards the personal development of its employees as highly important.
The Group aims to continue to be an attractive employer for committed
employees and strives to motivate its employees with a clear career
path and opportunities for advancement and improvement of their skills.
The Group provides on-the-job training and development opportunities
to its employees and considers all valuable feedback from its employees
for enhancing workplace productivity and harmony.

The Group offers competitive remuneration packages to its employees.

The emoluments of the Directors are decided by the Remuneration
Committee, having regard to the Company’s operating results, individual
performance and comparable market statistics. The emolument
policy of the employees of the Group is set up by the Remuneration
Committee on the basis of their merit, qualifications and competence.
The Company has adopted a share option scheme as an incentive to
Directors and eligible employees. Details of the scheme are set out in
note 29 to the consolidated financial statements.

CUSTOMERS AND SUPPLIERS

The customers and suppliers of the Group are independent third parties
to the Group. The Group is committed to maintain good relationships
with its customers and suppliers in the long run by adopting various
means to strengthen communication channels with them. During the
year ended 31 December 2017, there were no material and significant
dispute between the Group and its customers and suppliers.
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EQUITY-LINKED AGREEMENTS

Other than the share option scheme as disclosed above, the
convertible bonds as disclosed in note 26 and share options granted
to a consultant as disclosed in note 29 to the consolidated financial
statements, no equity-linked agreements were entered into by the
Company during the year ended 31 December 2017 or subsisted at the
end of the year.

PERMITTED INDEMNITY PROVISION

Pursuant to the bye-laws of the Company, every Director shall be
entitled to be indemnified by the Company out of the assets of the
Company against all costs, charges, losses, damages and expenses
which he/she may sustain or incur or about the execution and discharge
of his duties or in relation thereto. The Company has arranged
appropriate Directors’ and Officers’ liability insurance coverage for the
Directors and officers of the Company during the year.

ENVIRONMENTAL POLICIES

The Group is committed to building an environmentally-friendly
corporation that pays close attention to conserving natural resources.
The Group strives to minimise its environmental impact by saving
electricity and encouraging recycle of office supplies and other
materials.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group’s operations are mainly carried out by the subsidiaries of the
Company in Hong Kong and the PRC while the shares of Company (the
“Shares”) are listed on the Stock Exchange. The Group’s establishment
and operations shall comply with relevant laws and regulations in
Hong Kong, the PRC and the respective place of incorporation of the
Company and its subsidiaries. In addition, the Company is required to
comply with the Listing Rules and SFO.

During the year ended 31 December 2017 and up to the date of this
report, as far as the Company is aware, there was no material breach of
or non-compliance with applicable laws and regulations by the Group
that has a significant impact on the business and operations of the
Group.
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APPOINTMENT OF INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received, from each of the independent non-
executive Directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Rules Governing the Listing Securities on
The Stock Exchange of Hong Kong Limited. The Company considers all
of the independent non-executive Directors are independent.

PRE-EMPTIVE RIGHTS

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

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout the
year ended 31 December 2017.

CHARITABLE CONTRIBUTIONS

During the year, the Group did not make any charitable contributions.

AUDIT COMMITTEE

The Company has an Audit Committee which was established in
accordance with Rule 3.21 of the Listing Rules for the purposes of
reviewing and providing supervision over the Group’s financial reporting
process and internal controls. The audited results for the year ended 31
December 2017 have been reviewed by the Audit Committee. The Audit
Committee comprises three members namely Mr. Lo Ka Wai (Chairman),
Dr. Huan Guocang and Mr. Wu Fred Fong. All of them are independent
non-executive Directors.

REMUNERATION COMMITTEE

The Remuneration Committee has been set up with written term of
reference in accordance with the requirements of the Listing Rules. The
Remuneration Committee comprises three independent non-executive
Directors namely, Mr. Wu Fred Fong (Chairman), Dr. Huan Guocang and
Mr. Lo Ka Wai.
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NOMINATION COMMITTEE

The Nomination Committee has been set up with written term of
reference in accordance with the requirements of the Listing Rules. The
Nomination Committee comprises three independent non-executive
Directors namely, Dr. Huan Guocang, Mr. Lo Ka Wai and Mr. Wu Fred
Fong.

AUDITOR

The consolidated financial statements for the year ended 31 December
2017 were audited by BDO Limited. A resolution will be submitted to
the annual general meeting to re-appoint BDO Limited as the auditor of
the Company

On behalf of the Board
Wu Siu Lam, William
Director

21 March 2018
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Tel : +8522218 8288 25t Floor Wing On Centre

Fax: +852 2815 2239 111 Connaught Road Central

www.bdo.com.hk Hong Kong
A

EEE 1 +8522218 8288 HETHER111E

{#H : +85228152239 JKZHI2548

www.bdo.com.hk

TO THE SHAREHOLDERS OF SHENG YUAN HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

QUALIFIED OPINION

We have audited the consolidated financial statements of Sheng Yuan
Holdings Limited (the “Company”) and its subsidiaries (together the
“Group”) set out on pages 78 to 199, which comprise the consolidated
statement of financial position as at 31 December 2017, and the
consolidated statement of profit or loss and other comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, except for the possible effects of the matters described
in the Basis for Qualified Opinion section of our report, the consolidated
financial statements give a true and fair view of the consolidated
financial position of the Group as at 31 December 2017, and of its
consolidated financial performance and its consolidated cash flows for
the year then ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”) and have been properly prepared
in compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

BDO Limited
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BDO Limited, a Hong Kong limited company, is a member of BDO International Limited, a UK company limited by guarantee,

and forms part of the international BDO network of independent member firms.
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BASIS FOR QUALIFIED OPINION

During the year ended 31 December 2017, the Group had recognised
its share of the associate’s loss for the year of HK$31,937,000 using
equity accounting. The Group’s share of the loss of the associate of
HK$31,937,000 using equity accounting included effectively a share
of the impairment loss of HK$5,114,000 in respect of the associate’s
investment in a company of RMB18,000,000. This investment was
stated at cost less impairment in the financial statements of the
associate.

In accordance with Hong Kong Standard on Auditing 600 (“HKSA
600”), Special Considerations — Audits of Group Financial Statements
(Including the Work of Component Auditors), the associate is considered
to be a significant component of the Group, which should therefore be
subject to audit as part of our audit of the Group’s financial statements.
However the auditor of the associate (referred to as “component
auditor” under HKSA 600) was unable to obtain financial information
of the associate’s investee company because the management of
the associate was unable to obtain the financial information from the
investee company. The management of the Company was also unable
to provide us with such information, including up to date financial
information of that investee company. The investee company’s financial
information is necessary for the purpose of our audit work on the
carrying amount of the investment and the amount of impairment loss
on the investment, if any, in the associate’s financial statements which
would be included in the Group’s consolidated financial statements
under the equity method of accounting for the associate.
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BASIS FOR QUALIFIED OPINION (Continued)

As the investee company was not a listed entity in the PRC, we were
also not able to obtain the relevant financial or other information which
we considered necessary and there were no alternative procedures
which we could carry out to determine if the associate’s investment
was impaired and the impairment loss of RMB18,000,000 in the
associate’s financial information, of which HK$5,114,000 shared by the
Group, was appropriately determined. As such, we were also unable to
determine if the carrying amount of the Group’s interest in the associate
of HK$1,863,000 as included in the consolidated statement of financial
position as of 31 December 2017 was fairly stated. The Group’s share
of the associate’s loss for the year was also qualified due to the matter
explained in the paragraph below.

Our audit opinion on the Group’s financial statements as of 31
December 2016 was qualified due to certain limitations on our scope
of work as set out in our report dated 17 March 2017 which included
limitations arising from the fact that the audit of the associate’s financial
statements as of 31 December 2016 by the component auditor was not
completed as of our audit report date and that there were insufficient
audit evidence available to us relating to the impairment review of the
Group’s interest in associate as of 31 December 2016. The matters
leading to our qualified audit opinion remained unresolved during the
course of our audit of the Group’s consolidated financial statements for
the year ended 31 December 2017. Our opinion on the consolidated
financial statements is qualified because of the possible effect of this
matter on the comparability of the Group’s interest in the associate
as of 31 December 2017 of HK$1,863,000 and 31 December 2016
of HK$72,334,000. These matters as mentioned above may have
consequential impact on the amount of the Group’s impairment loss
on interests in the associate of HK$40,791,000 and the Group’s
share of the associate’s loss of HK$31,937,000 for the year ended 31
December 2017 and on their comparability with the Group’s share of
profit of associate and impairment loss on interests in an associate
of HK$3,078,000 and Nil for the year ended 31 December 2016,
respectively.
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BASIS FOR QUALIFIED OPINION (Continued)

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

MATERIAL UNCERTAINTY RELATED TO GOING CONCERN

We draw attention to note 3.1 in the consolidated financial statements,
which indicates that the Group had loss after tax for the year of
approximately HK$185 million and net current liabilities as of 31
December 2017 amounted to approximately HK$2 million. As stated
in note 3.1 to the consolidated financial statements, these conditions,
along with other matters as set forth in note 3.1, indicate that a material
uncertainty exists that may cast significant doubt on the Group’s ability
to continue as a going concern. Our opinion is not modified in respect
of this matter.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. In addition to the matters described in the
“Basis for Qualified Opinion” section and “Material Uncertainty Related
to Going Concern” section, we have determined the matters described
below to be the key audit matters to be communicated in our report.
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EPENDENT AUDITOR’S REPORT
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KEY AUDIT MATTERS (Continued)
PROVISION FOR SETTLEMENT OF CONVERTIBLE BONDS

A subsidiary of the Company, namely Sheng Yuan Financial Services
Group Limited (“SYFS”), issued convertible bonds with principal amount
of HK$45,000,000 on 16 June 2014 (“SYFS Bonds”). The SYFS Bonds
entitled the holders to convert them into ordinary shares of SYFS, any
unconverted SYFS Bonds had to be redeemed by SYFS at 100% of its
face value within 30 business days from the third anniversary of SYFS
Bonds issue date.

On 15 June 2017, the Group received conversion notice from the
holder of the SYFS Bonds in the aggregate amount of HK$45,000,000.
As the issuance of ordinary shares by SYFS is subject to the approval
by a regulator, the SYFS Bonds have not been converted into ordinary
shares of SYFS. On 29 December 2017, the Group and the bondholder
entered into a deed of settlement. Since then the Group made an
application to the Stock Exchange on 29 December 2017 for the
issuance of the convertible bonds (“SYHL Bonds”) under the deed of
settlement, and the permission from the Stock Exchange has not been
granted up to the date of this auditor’s report. Given the permission
from the Stock Exchange had not been granted, which is considered as
a substantive condition by the directors of the Company, the directors
of the Company considered that the Group’s obligations arising from
the SYFS Bonds remained outstanding as at 31 December 2017 and
an estimate of the amount of the obligation and hence the additional
provision required was made with reference to the fair value of the
convertible bonds to be issued under the deed of settlement.
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KEY AUDIT MATTERS (Continued)
PROVISION FOR SETTLEMENT OF CONVERTIBLE BONDS (Continued)

We consider this is a key audit matter because the recognition of the
provision requires the use of significant judgments and estimations and
the provision represented a significant item in the consolidated financial
statements.

Refer to note 3.17 for accounting policies, note 4(A)(V) and note 26 of
the accompanying financial statements.

OUR RESPONSE:

Our work included, but was not necessarily limited to, the following
procedures:

° reviewing the subscription agreement in respect of the SYFS
Bonds and the deed of settlement;

o reviewing the correspondences between the Group and the
regulator in respect of the conversion of SYFS Bonds into ordinary
shares of SYFS and between the Group and the Stock Exchange
in respect of the issuing the SYHL Bonds;

° reviewing the legal advice issued by the Company’s lawyer in
respect of the obligations to the Group under the subscription
agreement and the deed of settlement; and

° assessing the amount of provision by discussing with the
management for the key assumptions used and corroborating
significant inputs used in arriving at the estimated provision.
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KEY AUDIT MATTERS (Continued)
IMPAIRMENT ASSESSMENT OF TRADE RECEIVABLES

The carrying amount of the Group’s trade receivables as at
31 December 2017 amounted to HK$64,260,000. Management
assessed the provision for impairment of these balances based on
the ageing analysis of accounts and the estimated realisation of these
receivables, which take into consideration of such factors as current
creditworthiness, the collateral security and the past collection history of
each debtor. Impairment loss is recognised as the difference between
the carrying amount of the receivable and the present value of the
estimated future cash flows and is recognised in the financial period in
which impairment occurs. Based on management’s assessment, no
impairment has been recognised in respect of these receivables.

We consider this is a key audit matter because the management’s
impairment assessment of these receivables requires the use of
significant judgments and estimates and because these receivables are
a significant item in the consolidated financial statements.

Refer to note 3.11 for accounting policies, note 4(A)(l) for critical
accounting estimates and note 20 of the accompanying financial
statements.
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KEY AUDIT MATTERS (Continued)

IMPAIRMENT ASSESSMENT OF TRADE RECEIVABLES (Continued)
OUR RESPONSE:

Our work included, but was not necessarily limited to, the following
procedures:

° understanding the established policies and procedures with
respect to the identification of events that triggered the impairment
assessment;

° substantively validating the accuracy of the ageing of trade
receivables as at the reporting date, by agreeing a sample of data
to the underlying documents;

° reviewing the management’s estimation on the amount of
impairment by examining the debtors’ repayment ability,
repayment records and the existence and fair value of the
underlying collateral; and

° challenging the assumptions used by the management in their
impairment model using the historical accuracy of its estimates
and our knowledge in respect of these receivables.

OTHER INFORMATION IN THE ANNUAL REPORT

The directors are responsible for the other information. The other
information comprises the information included in the Company’s annual
report, but does not included the consolidated financial statements and
our auditor’s report thereon.

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

IBDO

OTHER INFORMATION IN THE ANNUAL REPORT
(Continued)

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

DIRECTORS’ RESPONSIBILITIES FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors are also responsible for overseeing the Group’s financial
reporting process. The Audit Committee assists the directors in
discharging their responsibilities in this regard.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

Our objective are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. This report is made solely to you, as
a body, in accordance with Section 90 of the Bermuda Companies
Act 1981, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated
financial statements.

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

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

° obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Group’s internal control.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.

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

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

obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group
to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance
of the group audit. We remain solely responsible for our audit
opinion.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

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

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

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

BDO Limited

Certified Public Accountants

Chiu Wing Cheung Ringo
Practising Certificate No.: P04434

Hong Kong, 21 March 2018
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For the year ended 31 December 2017
HE-_T+F+-A=+—HLEE

NSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME

2017 2016
—E—tF ZE—RF
Notes HK$’000 HK$'000
BaE FET FATT
Revenue Weas 6 63,247 69,475
Other gains and losses b das & E1E 7 (28,625) 24,342
Other income E b A 8 63 2,522
Staff costs BT A 10 (56,148) (47,286)
Depreciation e (418) (538)
Finance costs BLE AR 9 (27,508) (30,319)
Provision for settlement of HEEABRES 2 B
convertible bonds 26 (33,708) -
Other expenses HuEMA 10 (26,358) (36,302)
Share of results of an associate Db —REEE AR EE (31,937) 3,078
Impairment loss on interests in R—REE R A 2w
an associate ZREEE 18 (40,791) -
Loss before income tax RRETIEHRIE B 10 (182,183) (15,028)
Income tax expense FriSFifF S 1 (2,341) (1,879)
Loss for the year FREE (184,524) (16,907)
Other comprehensive income Hig2mkzs
ltem that may be reclassified subsequently Ef& A EHDIEE
to profit or loss = IEE
— Exchange differences on translation — BMEBINERI &
of financial statements of foreign EECZERZER
operations 2,488 (5,162)
Other comprehensive income FREMEZEKE
for the year 2,488 (5,162)
Total comprehensive income FREEKRLTE
for the year (182,036) (22,089)
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER

COMPREHENSIVE INCOME

meEsakAMEZEKRER

For the year ended 31 December 2017
HE-_T—+F+-A=+—HLEFE

2017 2016
—E—+tF ZE—RF
Notes HK$’000 HK$'000
LhEs FER FAT
Loss for the year attributable to: UT&EEMFERNESSE :
— Owners of the Company — ARAEHA (184,507) (16,911)
— Non-controlling interests — FEPERR i (17) 4
(184,524) (16,907)
Total comprehensive income NTFEEELFER
for the year attributable to: EHEWEEEE -
— Owners of the Company — RAREAR (182,019) (22,073)
— Non-controlling interests — FEIERR IS (17) &
(182,036) (22,089)
HK cents HK cent
B Al
Loss per share BRER 13
- Basic — HAK (5.19) (0.48)
- Diluted — #E (5.19) (0.56)




e AR R

As at 31 December 2017
R=ZF—tF+=-A=+—H

NSOLIDATED STATEMENT OF FINANCIAL POSITION

2017 2016
—E—+tfF —E—RF
Notes HK$’000 HK$’000
B F#ExT FHIT
ASSETS AND LIABILITIES EERARE
Non-current assets FRBEE
Property, plant and equipment L E Y& 15 527 575
Trading rights BEER® 16 3,322 3,322
Goodwill [GES 17 7,000 7,000
Interests in an associate P 1) el o -y 18 1,863 72,334
Other assets HE&E 19 1,730 1,730
Deferred tax asset EERRIAE E 27 144 144
14,586 85,105
Current assets REBEE
Trade and other receivables B 5 Kk H A K ER IR
and prepayments VYSSEINE S 20 69,481 31,970
Held for trading investments RIEEERBIRE 21 39,616 232,157
Current tax assets BIHATR 18 & B - 1,413
Trust bank balances held on behalf REFEFFE 25
of clients SFITHEES 22 221,581 301,145
Cash and cash equivalents Re MREERIBER 23 87,556 126,461
418,234 693,146
Current liabilities REaE
Trade and other payables and accruals B 5 R EMEMNIRR
WK ERTER 24 242,453 419,549
Borrowings EPE 25 - 26,427
Convertible bonds ABRES 26 143,517 165,802
Provision for settlement of HEEAIRNE S 2 B
convertible bonds 26 33,708 —
Current tax liabilities BNHATR I8 & (& 606 34
420,284 611,812
Net current (liabilities)/assets B (AE) EEFE (2,050) 81,334
Net assets EEFE 12,536 166,439
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e PRI R

As at 31 December 2017
RZZT—tF+=-A=+—H

2017 2016
—E—+tF ZE—RF
Notes HK$’000 HK$’000
LhEs THET FAET
EQUITY s
Share capital gz 28 178,128 177,128
Reserves [ 31 (183,381) (28,495)
(Capital deficiency)/Equity RATHEE AEMN
attributable to owners (BAREH) R
of the Company (5,253) 148,633
Non-controlling interests RS 17,789 17,806
Total equity RERBH 12,536 166,439
On behalf of the Board REEZFE
Wu Siu Lam, William Cheng Kit Sum, Clara
2l BRI
Director Director

EZ EF




For the year ended 31 December 2017
HE-_T+F+-A=+—HLEE

Attributable to owners of the Company

ABONSOLIDATED STATEMENT OF CHANGES IN EQUITY
meaERRER

Non-controlling interests

LGN FERER
Shareof  Convertible
Capital ~ Convertible Share  Currency net  bond equity
Share Share Shareholder's redemption  bond equity option translation Accumulated assetsof  reserve of Total
capital  premium* contribution* reserve* reserve* reserve* reserve* losses* Total  subsidiaries ~ a subsidiary Total equity
-BHE
PP
ik TARES ELi ) MNELE  TREES
Rk REEE BRIE  REEE  RERR  BREEE BF  RER &  EERE  BRER & RESE
HK§ 000 HKS1000 HK$'000 HK$'000 HK$'000 HKS 000 HKS$1000 HK§'000 HK§'000 HK$'000 HKS'000 HK$000 HK$000
ThT TR TR T T ThR THL TR T T ThR TR TR
|
At1 January 2016 R=B-AE-B-A 174,328 229,464 7,83 417 34,408 8,467 4,763) (289,729 160,486 10 17,792 17,802 178268
Issue of shares pon exercise of share options - REETREET MR 2800 11,588 - - - 4168) - - 10220 - - - 10,220
Transactions with owners REEAZRA 2800 11,588 - - - (4,168) - - 10220 - - - 10,220
Loss forthe year EpEE - - - - - - - (16,911) (16.911) 4 - 4 (16,907)
Other comprehensive income Hh2mEks
- Exchange difierences on translaion of - BEEBIHRR
financil statements of foregn operations EEERER - - - - - - (5,162) - (5,162 - - - (5,162
Total comprehensive income for the year ~ EA2EkHME - - - - - - (5,162) (16,911) (22073 4 - 4 (22,069)
Forfeiture of share options RUBRE - - - - - (298) - 2% - - - - -
At31 December 2016 H-%-AET=Azt-R 18 24082 78% Mo U 4001 093 (M) 1486% woomm e 18643
At January 2017 Hog-tE-5-7 mis Ut 184 Mmoo ue 4001 095 (6MY  1486% Woommm o 186 16643
Equity-setied share-based payments RAEERRAAR - - - - - 9520 - - 9520 - - - 9520
Issue of convertble bonds by the Company ~~ AREIRATAR(ES - - - - 18713 - - - 18,713 - - - 18,13
Issue of shares upon exercise of share options - REETRER T EMETRA 1,000 533 - - - (1,433) - - 4900 - B B 4900
Transactions with owners EREALRG 1,000 533 - - 18713 8,087 - - 28,13 - - - 8,13
Loss for the year EMER - - - - - - - (184507 (18450) (17 - (1) (184524
Other comprehensive income AfprEkE
- Exchange diferences on tanslaton of - BEENEREHER
financial statements of oreign operations EE7EREE - - - - - - 2488 - 2488 - - - 2488
Total comprehensive income for the year ~ FARERHLE - - - - - - 2488 (184507 (182019) ] - (1 (1820%)
Expiry of conversion option in ThkES 2 TENEER
convertible bonds - - - - (34,408) - - 34,408 - - - - -
Forfeiture of share options RUBRE - - - - - 2,365) - 2365 - - - - -
At31 December 2017 R=2-tFt=A=t-A 178128 246385 7834 an 18713 9728 (1481 (454,076) (5,253) 4] 17,792 17,789 125%

* These accounts comprise negative reserves of HK$183,381,000 (2016:
HK$28,495,000) in the consolidated statement of financial position at 31

December 2017.

*

ZERAEER Tt T+ -_A=1+—H

= A
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(

—ZT— N5 1 28,495,000/87T) °
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CONSOLIDATED STATEMENT OF CASH FLOWS
HERERER

For the year ended 31 December 2017
HE-_T—+F+-A=+—HLEFE

2017 2016
—E—tF ZE—RF
Notes HK$’000 HK$’'000
BiRE FExT FAET
Cash flows from operating activities E&EZEFESREESRE
Loss for the year FAEE (184,524) (16,907)
Adjustments for: AR
Income tax expense FrS B 2,341 1,879
Changes in net assets attributable to REREESAER
other holders of redeemable shares &z EREE A
of a consolidated investment fund ELEEFE2E - (1,390)
Changes in third party interests in SRIREHEZ
collective investment schemes F=ZHEREE (5,325) 1,019
Depreciation of property, S JEN =5
plant and equipment BB E 418 538
Dividend income NN - (2,500)
Equity-settled share-based payment BRAEER DR FAT
expense 9,520 -
Fair value changes on financial NEABIEEESRMIA
instruments classified as held for Z AEZE)
trading - 3,667
Finance costs BB 27,508 30,319
Impairment losses on interests in R—REEE ARz
an associate R 2 RBEEE 40,791 —
Impairment losses on trade receivables & 5 W IRFUREEE 637 221
Interest income from banks and others IR1T R EH AT S YA (27) (22)
Net losses on disposals of property, HEME - BE &&HE
plant and equipment Z BB 2 -~
Provision for settlement of EE AR ES 2 BE
convertible bonds 33,708 =
Share of results of an associate DE—EEE R REE 31,937 (3,078)
Operating (loss)/profit before working LEECFER LKL
capital changes (E518) /& F (43,014) 13,746
(Increase)/Decrease in trade and other B 5 R EM YR KA K
receivables and prepayments TEfSFRIE (38 0) R (38,672) 259,536
Decrease/(Increase) in held for trading HIEEBERBKRE
investments B (1h0) 192,541 (47,853)
Decrease/(Increase) in trust bank balances &R EF A 2 (55ER1T
held on behalf of clients rEERE L (B N) 79,564 (249,764)
(Decrease)/Increase in trade and other B 5 REMERERFA K
payables and accruals FEETER (OBd) /1 m (117,052) 257,121
Cash generated from operations LETSIEE 73,367 232,786
Dividend received 2HARE - 2,500
Interest paid B E (11,467) (10,885)
Interest received from banks and others B U ER1T & E A FI 8 27 22
Income tax paid ERER (356) (8,469)
Net cash generated from AR R H 2 ) FRE
operating activities 61,571 215,954
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For the year ended 31 December 2017
HE_T+F+-_A=1T—"RHILFE

NSOLIDATED STATEMENT OF CASH FLOWS

2017 2016
—E—+tfF —ZE—REF
Notes HK$’000 HK$’000
BaE FET FAT
Cash flows from investing activities BREZEFESRESRE
Acquisition of a subsidiary (net of cash WhE— R B AR (N
and cash equivalents acquired) W2 BHE R
ReZFRIER) 30 - (7,046)
Purchases of property, plant and BEWE - BEK&EE
equipment (382) (81)
Proceeds from disposal of property, LEE - BB MKEE
plant and equipment Z iS58 13 4
Net cash used in investing activities RE LB T 2 F 5 (369) (7,123)
Cash flows from financing activites BEEZEFMERESHKE
Decrease in collateralised borrowings HARE B R - (224,021)
Proceeds from other holders of SRRERTEIHMFEEA
collective investment schemes Z TS R0E 2,000 102,161
Payments to other holders of MERBIR AT a8 EM
collective investment schemes BB AR (56,719) (43,136)
Proceeds from issue of BT FRRIER
2017 SYHL bonds &5 2 RS FIE 110,000 -
Proceeds from issue of shares upon A EEAREE TR T 37T
exercise of share options f& 17 2 S sk IE 4,900 10,220
Proceeds from loans advanced from a —BEERRR—FE=H
substantial shareholder and a third party B E R 2 Fr8 308 5,000 31,040
Redemption of 2014 SYHL bonds fE [0l — T — N F R RIEARE S (135,000) —
Redemption of redeemable shares of BR4IEIREREST]
a consolidated investment fund &A% (9 - (13,421)
Repayments of loans advanced from a f@%& HEERRR—F
substantial shareholder and a third party =HENZER (31,040) (5,000)
Net cash used in financing activities BEEE TS FEE (100,859) (142,157)
Net (decrease)/increase in cash ﬁﬁ&ﬁﬁ%ﬂlﬁ B
and cash equivalents W), InFEE (39,657) 66,674
Cash and cash equivalents at beginning Eﬁ\ﬁ%ﬂziﬁﬁ&
of the year REERIEE 126,461 60,536
Effect of foreign exchange rate changes, [EXREBHFTIFIHE G 2 F &
on cash held 752 (749)
Cash and cash equivalents at end RERZEEREESEREHR
of the year 87,556 126,461
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NOTES TO THE FINANCIAL STATEMENTS
DIE R

For the year ended 31 December 2017
HE-_T—+F+-A=+—HLEFE

1.

GENERAL INFORMATION

Sheng Yuan Holdings Limited (the “Company”) is an exempted
company with limited liability incorporated and domiciled in
Bermuda. The address of its registered office is Clarendon House,
2 Church Street, Hamilton HM 11, Bermuda and its principal place
of business is Suites 4301-5, 43/F., Tower 1, Times Square, 1
Matheson Street, Causeway Bay, Hong Kong. The Company’s
shares are listed on The Stock Exchange of Hong Kong Limited
(“Stock Exchange”).

The Company is an investment holding company. Its subsidiaries
are principally engaged in provision of securities brokerage and
financial services, asset management services, proprietary trading
and trading business.

The consolidated financial statements for the year ended 31
December 2017 were approved for issue by the board of directors
on 21 March 2018.

ADOPTION OF NEW OR AMENDED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)

2.1 NEW OR AMENDED HKFRSs EFFECTIVE FOR ANNUAL
PERIOD BEGINNING ON OR AFTER 1 JANUARY 2017

In the current year, the Group has applied amendments to
standards and interpretations which are effective for the
Group’s financial statements for the annual period beginning
on 1 January 2017. HKFRSs include all applicable individual
Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs”) and Interpretations issued
by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”). Except as explained below, the adoption of new
or amended HKFRSs has no material impact on the Group’s
financial statements.
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TES TO THE FINANCIAL STATEMENTS

BATEERAR B EE

For the year ended 31 December 2017
HE-_T+F+-A=+—HLEE

2.

ADOPTION OF NEW OR AMENDED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(Continued)

2.1

2.2

NEW OR AMENDED HKFRSs EFFECTIVE FOR ANNUAL
PERIOD BEGINNING ON OR AFTER 1 JANUARY 2017
(Continued)

AMENDMENTS TO HKAS 7, DISCLOSURE INITIATIVE

The Group has applied these amendments for the first time
in the current year. The amendments require an entity to
provide disclosures that enable users of financial statements
to evaluate changes in liabilities arising from financing
activities, including both cash and non-cash changes.

The Group’s liabilities arising from financing activities consist
of third party interests in collective investment schemes
within trade and other payables and accruals (note 24),
borrowings (note 25) and convertible bonds (note 26).
Reconciliations between the opening and closing balances
of these items are provided in respective notes. According
to the transition provisions of the amendments, the Group is
not required to disclose comparative information for the prior
period. Apart from the additional disclosures, the application
of these amendments has had no impact on the Group’s
consolidated financial statements.

NEW OR AMENDED HKFRSs THAT HAVE BEEN ISSUED BUT
ARE NOT YET EFFECTIVE

At the date of authorisation of these financial statements,
certain new or amended HKFRSs have been issued but are
not yet effective. The Group has not early adopted these new
or amended HKFRSs in the financial statements for the year
ended 31 December 2017. The directors of the Company
anticipate that these pronouncements will be adopted in the
Group’s accounting policies for the first period beginning
after the effective date of the pronouncement.

2.
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NOTES TO THE FINANCIAL STATEMENTS
DIE R

For the year ended 31 December 2017
HE-_T—+F+-A=+—HLEFE

2.

ADOPTION OF NEW OR AMENDED HONG KONG 2. HRMAFISRRIEI BB ERE

FINANCIAL REPORTING STANDARDS (“HKFRSs”) R ([ FRMBEHRELER ) (&)
(Continued)
2.2 NEW OR AMENDED HKFRSs THAT HAVE BEEN ISSUED BUT 2.2 BHEMEMNARERZHETRE

ARE NOT YET EFFECTIVE (Continued)

Information on new or amended HKFRSs that have not been
adopted early by the Group but expected to have impact
on the Group’s accounting policies is provided below. Other
new or amended HKFRSs have been issued but are not yet
effective and not adopted in advance are not expected to
have a material impact on the Group’s consolidated financial
statements.

HKFRS 9, FINANCIAL INSTRUMENTS

HKFRS 9 introduced new requirements for the classification
and measurement of financial assets. Under HKFRS 9,
all recognised financial assets that are within the scope
of HKAS 39, Financial Instruments: Recognition and
Measurement are subsequently measured at amortised
cost or fair value. Specifically, debt instruments that are held
within a business model whose objective is to collect the
contractual cash flows, and that have contractual cash flows
that are solely payments of principal and interest on the
principal outstanding are generally measured at amortised
cost at the end of the subsequent accounting periods. Debt
instruments that are held within a business model whose
objective is achieved both by collecting contractual cash
flows and selling financial assets, and that have contractual
terms that give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal
amount outstanding, are generally measured at fair value
through other comprehensive income. All other debt
investments and equity investments are generally measured
at their fair value through profit or loss at the end of the
subsequent accounting periods. In addition, under HKFRS
9, entities may make an irrevocable election to present
subsequent changes in the fair value of an equity investment
that is not held for trading in other comprehensive income,
with only dividend income generally recognised in profit or
loss.
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TES TO THE FINANCIAL STATEMENTS
DUE e

For the year ended 31 December 2017

BE-T—tF+-A=t+—BLFE

2. ADOPTION OF NEW OR AMENDED HONG KONG 2. ARSI B BUMBERE
FINANCIAL REPORTING STANDARDS (“HKFRSs”) A ([BAMBREER ) (&)
(Continued)

2.2 NEW OR AMENDED HKFRSs THAT HAVE BEEN ISSUED BUT 2.2 CEMERRERZHETRE

ARE NOT YET EFFECTIVE (Continued)
HKFRS 9, FINANCIAL INSTRUMENTS (Continued)

With regard to the measurement of financial liabilities
designated as at fair value through profit or loss, HKFRS
9 requires that the amount of changes in the fair value of
financial liability that is attributable to changes in the credit
risk of that liability is presented in other comprehensive
income, unless the recognition of such changes in other
comprehensive income would create or enlarge an
accounting mismatch in profit or loss. Changes in fair
value attributable to a financial liability’s credit risk are not
subsequently reclassified to profit or loss. Under HKAS
39, the entire amount of the change in the fair value of the
financial liability designated as at fair value through profit or
loss is presented in profit or loss.

In relation to the impairment of financial assets, HKFRS 9
requires an expected credit loss model, as opposed to an
incurred credit loss model under HKAS 39. The expected
credit loss model requires an entity to account for expected
credit losses and changes in those expected credit losses
at each reporting date to reflect changes in credit risk since
initial recognition. In other words, it is no longer necessary
for a credit event to have occurred before credit losses are
recognised.
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NOTES TO THE FINANCIAL STATEMENTS
DIE R

For the year ended 31 December 2017
HE-_T—+F+-A=+—HLEFE

2.

ADOPTION OF NEW OR AMENDED HONG KONG 2. HRMAFISRRIEI BB ERE

FINANCIAL REPORTING STANDARDS (“HKFRSs”) R ([ FRMBEHRELER ) (&)
(Continued)
2.2 NEW OR AMENDED HKFRSs THAT HAVE BEEN ISSUED BUT 2.2 BHEMEMNARERZHETRE

ARE NOT YET EFFECTIVE (Continued)
HKFRS 9, FINANCIAL INSTRUMENTS (Continued)

The new general hedge accounting requirements retain
the three types of hedge accounting mechanisms currently
available in HKAS 39. Under HKFRS 9, greater flexibility has
been introduced to the types of transaction eligible for hedge
accounting, specifically broadening the types of instruments
that qualify for hedging instruments and the types of risk
components of non-financial items that are eligible for
hedge accounting. In addition, the effectiveness test has
been overhauled and replaced with the principal of an
“economic relationship”. Retrospective assessment of hedge
effectiveness is also no longer required. Enhanced disclosure
requirements about an entity’s risk management activities
have also been introduced.

HKFRS 9 is effective for accounting period beginning on or
after 1 January 2018. Based on the Group’s financial assets
and financial liabilities as at 31 December 2017 and the
facts and circumstances that exist at that date, the directors
of the Company have assessed that the new classification
and measurement requirement would not have a material
impact on its financial assets and financial liabilities. In
respect of financial assets measured at amortised cost
which are subject to impairment provisions of HKFRS 9, the
Group expects to apply the simplified approach to recognise
lifetime expected credit losses as required or permitted
and anticipates that the application of the expected credit
loss model may result in earlier recognition of credit losses
for these assets. The Group also does not anticipate the
application of the hedge accounting requirements will have
a material impact on the Group’s consolidated financial
statements.
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TES TO THE FINANCIAL STATEMENTS
DUE e

For the year ended 31 December 2017
HE_T+F+-_A=1T—"RHILFE
2. ADOPTION OF NEW OR AMENDED HONG KONG 2. RGN LIEFTEBMBERE
FINANCIAL REPORTING STANDARDS (“HKFRSs”) 2R ([EBMBHREED ] (&)
(Continued)
2.2 NEW OR AMENDED HKFRSs THAT HAVE BEEN ISSUED BUT
ARE NOT YET EFFECTIVE (Continued)
HKFRS 9, FINANCIAL INSTRUMENTS (Continued)

2.2 CEMERRERZHETRE
BRI BB BREER (&)
BB BEREERFEIN [ £/
TEJ#E)

Changes in accounting policies resulting from the adoption EERM BB R EERIE ISR

of HKFRS 9 will generally be applied retrospectively and the EEZEBRES - —RgR

Group plans to take advantage of the exemption allowing R - AEBEIFARREE

it not to restate comparative information for prior periods MAFEBRER S B RETE (BIE

with respect to classification and measurement (including WE) FE L ERE B 2R o FAN
impairment) changes. Differences in the carrying amounts BEENBHMEENFEIOREELS

of financial assets and financial liabilities resulting from
adoption of HKFRS 9 is generally recognised in accumulated
losses and reserves as at 1 January 2018. Extensive new
disclosures, in particular about credit risk and expected
credit losses, required under HKFRS 9 will be made in the
financial statements.

HKFRS 15, REVENUE FROM CONTRACTS WITH
CUSTOMERS

HKFRS 15 was issued which established a single
comprehensive model for entities to use in accounting for
revenue arising from contracts with customers. HKFRS 15
will supersede the current revenue recognition guidance
including HKAS 18 “Revenue”, HKAS 11 “Construction
Contracts” and the related interpretations.

The core principle of HKFRS 15 is that an entity should
recognise revenue to depict the transfer of promised goods
or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled
in exchange for those goods or services. Specifically,
the standard introduces a 5-step approach to revenue
recognition.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2017
HE-_T—+F+-A=+—HLEFE

2.

ADOPTION OF NEW OR AMENDED HONG KONG 2. AT RZLETEBMERE

FINANCIAL REPORTING STANDARDS (“HKFRSs”) | ([ BB EHEED |) (%)
(Continued)
2.2 NEW OR AMENDED HKFRSs THAT HAVE BEEN ISSUED BUT 2.2 EEMERRERZHFT L

ARE NOT YET EFFECTIVE (Continued)
HKFRS 15, REVENUE FROM CONTRACTS WITH
CUSTOMERS (Continued)

Under HKFRS 15, an entity recognises revenue when (or as)
a performance obligation is satisfied, i.e. when “control” of
the goods or services underlying the particular performance
obligation is transferred to the customer. Furthermore,
extensive disclosures are required by HKFRS 15.

In 2016, the HKICPA issued clarifications to HKFRS 15,
clarifying the identification of performance obligations,
principal versus agent consideration, as well as licensing
application guidance.

HKFRS 15, including the amendments, is effective for
accounting period beginning on or after 1 January 2018. The
Group plans to adopt HKFRS 15 in its consolidated financial
statements using the retrospective approach and plans to
use the practical expedients for completed contracts. Apart
from providing more extensive disclosures on the Group’s
revenue transactions, the directors do not anticipate that the
application of HKFRS 15 will have a significant impact on the
financial position and/or financial performance of the Group.
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2.

ADOPTION OF NEW OR AMENDED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(Continued)

2.2 NEW OR AMENDED HKFRSs THAT HAVE BEEN ISSUED BUT

ARE NOT YET EFFECTIVE (Continued)
HKFRS 16, LEASES

The HKICPA has published the new lease standard in May
2016. The new standard will have a significant impact on
many entities across various industries. HKFRS 16 will
supersede HKAS 17 “Leases” and the related interpretations.

From the perspective as a lessee, under the existing
standard, leases are classified as either finance lease or
operating lease, resulting in different accounting treatment.
Finance leases are required to be accounted for “On
Balance Sheet” (i.e. lease asset and corresponding liabilities
are recognised in the statement of financial position); while
operating lease is accounted for “Off Balance Sheet”
where no asset or liabilities are recognised and the lease
expenses are recognised on a straight-line basis along the
lease period. Under the new standard, “On Balance Sheet”
accounting treatment is required for all leases, except for
certain short-term leases and leases of low-value assets.

From the perspective as a lessor, HKFRS 16 substantially
carried forward the lessor accounting requirements in HKAS
17. Accordingly, a lessor continues to classify its leases as
operating leases or finance leases, and to account for those
two types of leases differently.

HKFRS 16 will be effective for accounting period beginning
on 1 January 2019. The directors of the Company anticipate
that the application of HKFRS 16 in the future will have
impact on the amounts reported in respect of the Group’s
consolidated financial statements. However, it is not
practicable to provide a reasonable estimate of the effect of
HKFRS 16 until the Group completed a detailed review.
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NOTES TO THE FINANCIAL STATEMENTS
DIE R

For the year ended 31 December 2017
HE-_T—+F+-A=+—HLEFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

3.1

BASIS OF PREPARATION

The financial statements on pages 78 to 199 have been
prepared in accordance with HKFRSs issued by the HKICPA.
These financial statements also comply with the applicable
disclosure requirements of the Hong Kong Companies
Ordinance and of the Rules Governing the Listing of
Securities on the Stock Exchange (“Listing Rules”).

The significant accounting policies that have been used in
the preparation of these financial statements are summarised
below. These policies have been consistently applied to all
the years presented unless otherwise stated. The adoption
of new or amended HKFRSs and the impact on the Group’s
financial statements, if any, are disclosed in note 2 to the
financial statements.

The financial statements have been prepared on the
historical cost basis except for certain financial instruments
which are measured at fair value. The measurement bases
are fully described in the accounting policies below.

It should be noted that accounting estimates and
assumptions are used in preparation of the financial
statements. Although these estimates are based on
management’s best knowledge and judgement of current
events and actions, actual results may ultimately differ from
those estimates. The areas involving a higher degree of
judgement or complexity, or areas where assumptions and
estimates are significant to the financial statements, are
disclosed in note 4 to the financial statements.
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TES TO THE FINANCIAL STATEMENTS
DUE e

For the year ended 31 December 2017
HE_T+F+-_A=1T—"RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.1

BASIS OF PREPARATION (Continued)

As at 31 December 2017, the Group had convertible bonds
with principal amount of approximately HK$155 million
(31 December 2016: HK$180 million) due or expected to
be settled within 12 months from 31 December 2017. In
addition, the Group had incurred significant losses for the
year and had net current liabilities of approximately HK$2
million as at 31 December 2017. These conditions indicate
the existence of a material uncertainty which may cast
doubt on the Group’s ability to continue as a going concern
and hence, its ability to realise its assets and discharge its
liabilities in the normal course of business.

Notwithstanding the above conditions, the financial
statements were prepared based on the assumption that
the Group can be operated as a going concern as the
Group had, on 29 December 2017, entered into a deed of
settlement with a holder of convertible bonds with principal
amount amounting to HK$45,000,000 (note 26). Subject
to the fulfilment of the substantive conditions as disclosed
in the Company’s announcement dated 29 December
2017, the Company will issue convertible bonds with a
principal amount of HK$90,000,000 for a term of 2 years
as settlement, which as of the date of the approval of these
financial statements have not been fully fulfilled because the
approval from the Stock Exchange has not been granted. In
addition, the Group shall continue to apply various measures
to tighten its operating expenditures in order to improve
its profitability and to generate positive cash inflow from its
operations and will obtain loan financing or other alternative
financing arrangement to settle it debt if necessary.
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NOTES TO THE FINANCIAL STATEMENTS
DIE R

For the year ended 31 December 2017
HE-_T—+F+-A=+—HLEFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.1

3.2

BASIS OF PREPARATION (Continued)

Having regard to the cash flow projection of the Group, which
are prepared assuming that these measures are successful,
the directors of the Company are of the opinion that, the
Group will have sufficient working capital to satisfy its future
working capital and other financing requirements for at least
the next twelve months from 31 December 2017. Accordingly,
these financial statements were prepared on assumption that
the Group can be operated as a going concern.

Should the Group be unable to continue in business as a
going concern, adjustments would have to be made in the
financial statements to write down the values of the assets to
their recoverable amounts, to provide for any further liabilities
which might arise, and to reclassify non-current assets as
current assets. The effect of these adjustments has not yet
been reflected in the financial statements.

BUSINESS COMBINATION AND BASIS OF CONSOLIDATION

The consolidated financial statements comprise the
financial statements of the Company and its subsidiaries.
Inter-company transactions and balances between group
companies together with unrealised profits are eliminated
in full in preparing the consolidated financial statements.
Unrealised losses are also eliminated unless the transaction
provides evidence of impairment on the asset transferred, in
which case the loss is recognised in consolidated profit or
loss.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated statement of
profit or loss and other comprehensive income from the
effective dates of acquisition or up to the effective dates of
disposal, as appropriate. Where necessary, adjustments
are made to the financial statements of subsidiaries to bring
their accounting policies into line with those used by other
members of the Group.
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TES TO THE FINANCIAL STATEMENTS
S5 R 2R Y R

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TES:HEXHEME®)

POLICIES (Continued)
3.2 BUSINESS COMBINATION AND BASIS OF CONSOLIDATION 32 EREHRGEEES)
(Continued)

Non-controlling interests that are present ownership interests
and entitle their holders to a proportionate share of the
entity’s net assets in the event of liquidation are initially
measured at the non-controlling interests’ proportionate
share of the recognised amount of the acquiree’s identifiable
net assets. Profit or loss and each component of other
comprehensive income are attributed to the owners of
the Company and to the non-controlling interests, even if
this results in the non-controlling interests having a deficit
palance.

Acquisition of businesses is accounted for using the
acquisition method. The cost of an acquisition is measured
at the aggregate of the acquisition-date fair value of assets
transferred, liabilities incurred and equity interests issued
by the Group, as the acquirer. The identifiable assets
acquired and liabilities assumed are principally measured
at acquisition-date fair value. Acquisition-related costs
incurred are expensed unless they are incurred in issuing
equity instruments in which case the costs are deducted
from equity. Goodwill is recognised initially as the excess
of the sum of the consideration transferred, the amount of
any non-controlling interests in the acquiree, and the fair
value of any acquirer’s previously held equity interest in the
acquiree over the net of the acquisition-date amounts of the
identifiable assets acquired and liabilities assumed. If, after
reassessment, the net of the acquisition-date amounts 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
any acquirer’s previously held equity interest in the acquiree,
the excess is recognised immediately in profit or loss as a
bargain purchase gain. Subsequent to initial recognition,
goodwill is measured at cost less impairment losses.
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NOTES TO THE FINANCIAL STATEMENTS
DIE R

For the year ended 31 December 2017
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.3

3.4

SUBSIDIARIES

Subsidiaries are entities (including structured entities)
controlled by the Group. The Group controls an entity when it
has power over the investee, exposure, or rights, to variable
returns from its involvement with the investee and the ability
to affect those returns through its power over the investee.
When assessing whether the Group has power, only
substantive rights relating to the investee (held by the Group
and others) are considered. For a right to be substantive, the
Group must have the practical ability to exercise that right.
Control is reassessed when facts and circumstances indicate
that there are changes to one or more of the elements of
control.

ASSOCIATES

An associate is an entity over which the Group has significant
influence. Significant influence is the power to participate in
the financial and operating policy decisions of the investee
but is not control or joint control over those policies.

In consolidated financial statements, the investments in
associates are accounted for using the equity method
whereby they are initially recognised at cost and thereafter,
their carrying amounts are adjusted for the post-
acquisition change in the Group’s share of net assets and
any impairment losses relating to the investment. The
Group’s share of the post-acquisition, post-tax results
of the investees, including any impairment losses on the
investments in associates for the year, are recognised in
the consolidated profit or loss, whereas the Group’s share
of the post-acquisition, post-tax items of the investees’
other comprehensive income are recognised in other
comprehensive income of the Group. When the Group’s
share of losses of an associate exceeds the Group’s interest
in that associate, the Group discontinues recognising its
share of further losses. Additional losses are recognised
only to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf of the
associate.
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For the year ended 31 December 2017
HE_T+F+-_A=1T—"RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.4

3.5

ASSOCIATES (Continued)

On acquisition of the investment in an associate, any excess
of the cost of the investment over the Group’s share of
the net fair value of the identifiable assets and liabilities of
the investee is recognised as goodwill, which is included
within the carrying amount of the investment. Any excess
of the Group’s share of the net fair value of the identifiable
assets and liabilities over the cost of the investment, after
reassessment, is recognised immediately in the consolidated
profit or loss in the period in which the investment is
acquired.

Unrealised profits and losses resulting from transactions
between the Group and its associates are recognised only to
the extent of unrelated investors’ interests in the associates.
The investor’s share in the associate’s profits and losses
resulting from these transactions is eliminated against the
carrying value of the associate, except where unrealised
losses provide evidence of an impairment of the asset
transferred, in which case they are immediately recognised in
profit or loss.

Where the associate uses accounting policies other than
those of the Group for like transactions and events in similar
circumstances, adjustments are made to conform the
associate’s accounting policies to those of the Group when
the associate’s financial statements are used by the Group in
applying the equity method.

FOREIGN CURRENCY TRANSLATION

The financial statements are presented in Hong Kong
dollars (“HK$”), which is also the functional currency of the
Company. All value are rounded to the nearest thousand
except when otherwise indicated.
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NOTES TO THE FINANCIAL STATEMENTS
DIE R

For the year ended 31 December 2017
HE-Z—+F+-A=1+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TES:HEMEME®)

POLICIES (Continued)

3.5 FOREIGN CURRENCY TRANSLATION (Continued) 35 SNBBE(E)

In the individual financial statements of the consolidated
entities, foreign currency transactions are translated into the
functional currency of the individual entity using the exchange
rates prevailing at the dates of the transactions. At the
reporting date, monetary assets and liabilities denominated
in foreign currencies are retranslated at the foreign exchange
rates ruling at that date. Foreign exchange gains and losses
resulting from the settlement of and from the reporting date
retranslation of monetary assets and liabilities are recognised
in profit or loss. Non-monetary items carried at fair value that
are denominated in foreign currencies are retranslated at the
foreign exchange rates prevailing on the date when the fair
value was determined and are reported as part of the fair
value gain or loss. Non-monetary items that are measured
in terms of historical cost in a foreign currency are not
retranslated.

In the consolidated financial statements, all individual financial
statements of foreign operations, originally presented in a
currency different from the Group’s presentation currency,
have been converted into HK$. Assets and liabilities have
been translated into HK$ at the closing rate at the reporting
date. Income and expenses have been converted into
HK$ at the exchange rates ruling at the transaction dates,
or at the average rates over the reporting period provided
that the exchange rates do not fluctuate significantly. Any
differences arising from this procedure have been recognised
in other comprehensive income and accumulated separately
in currency translation reserve in equity and attributable
to non-controlling interests as appropriate. Goodwill and
fair value adjustments to identifiable assets acquired and
liabilities assumed through acquisition of a foreign operation
are treated as assets and liabilities of the foreign operation
and translated at the rate of exchange prevailing at the end
of the reporting period. Exchange differences arising are
recognised in other comprehensive income.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.5

3.6

FOREIGN CURRENCY TRANSLATION (Continued)

On disposal of a foreign operation involving loss of control
over a subsidiary or significant influence over an associate
that includes a foreign operation, the cumulative exchange
differences relating to that foreign operation accumulated in
currency translation reserve are reclassified from equity to
profit or loss as part of the gain or loss on disposal.

REVENUE RECOGNITION

Revenue comprises the fair value of the consideration
received or receivable for the sales of goods, the rendering
of services and the use by others of the Group’s assets
yielding interest and dividend. Revenue is recognised, when
it is probable that the economic benefits will flow to the
Group and when the revenue and costs, if applicable, can
be measured reliably, on the following bases:

(@ for commission and brokerage income, they are
recognised on the transaction dates when the relevant
contracts are executed;

(b)  for financial advisory and consultancy fee income; fund
and portfolio management and investment advisory fee
income; and handling fee income, they are recognised
when the services are provided;

(c) for fund and portfolio performance and incentive fee
income, they are recognised on the performance
and incentive fee valuation day when there is a
positive performance for the relevant performance
period, taking into consideration the relevant basis
of calculation for the relevant investment funds and
portfolios;
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For the year ended 31 December 2017
HE-_T—+F+-A=+—HLEFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.6

3.7

3.8

REVENUE RECOGNITION (Continued)

(d) for underwriting and placing commission income, they
are recognised when the obligations and terms under
the agreement have been fulfilled;

(e) for interest income, it is recognised on time-proportion
basis taking into account the principal outstanding and
effective interest rate applicable; and

()  for dividend income, it is recognised when the right to
receive the dividend is established.

BORROWING COSTS

Borrowing costs incurred for the acquisition, construction
or production of any qualifying asset are capitalised as part
of the cost of that asset during the period of time that is
required to complete and prepare the asset for its intended
use. A qualifying asset is an asset which necessarily takes a
substantial period of time to get ready for its intended use or
sale. Other borrowing costs are expensed when incurred.

TRADING RIGHTS

Trading rights represent the eligibility rights to trade on or
through Hong Kong Futures Exchange Limited and the
Stock Exchange. Trading rights acquired separately are
measured initially at cost. The cost of trading rights acquired
in a business combination is its fair value at the acquisition
date. After initial recognition, trading rights with indefinite
useful lives are carried at cost less any accumulated
impairment losses. The useful life of trading rights that is
indefinite is reviewed annually to determine whether events
and circumstances continue to support an indefinite useful
life assessment.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TES:HEXHEME®)

POLICIES (Continued)

3.9 PROPERTY, PLANT AND EQUIPMENT 39 M -  BMERRE

Property, plant and equipment are carried at cost less any
accumulated depreciation and any impairment losses.
Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the cost
of the item can be measured reliably. All other costs, such as
repairs and maintenance, are charged to profit or loss of the
financial period in which they are incurred.

Depreciation is provided to write off the cost less their
estimated residual value over their estimated useful lives,
using the straight-line method, as follows:
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Leasehold improvements Over the lease terms HEYEEE REEEA
Furniture, fixtures and equipment 15% — 20% Bk BERE

B 15%-20%
Motor vehicles 20% E 20%

The assets’ estimated residual value, depreciation method
and estimated useful lives are reviewed, and adjusted if
appropriate, at each reporting date.

The gain or loss arising on retirement or disposal is
determined as the difference between the net disposal
proceeds, if any, and the carrying amount of the asset and is
recognised in profit or loss.

3.10 LEASES

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to lessee. All other leases are classified as
operating leases.
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NOTES TO THE FINANCIAL STATEMENTS
DIE R

For the year ended 31 December 2017
HE-_T—+F+-A=+—HLEFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.10 LEASES (Continued)

Payments made under operating leases are charged to profit
or loss on straight-line basis over the lease terms except
where an alternative basis is more representative of the time
pattern of benefits to be derived from the leased assets.
Lease incentives received are recognised in profit or loss
over the lease terms as an integral part of the aggregate net
lease payments made.

3.11 FINANCIAL INSTRUMENTS
(A) FINANCIAL ASSETS

Financial assets are recognised when, and only
when, the Group becomes a party to the contractual
provisions of the instrument. All regular way purchases
or sales of financial assets are recognised and
derecognised on a trade date basis. Regular way
purchases or sales are purchases or sales of financial
assets under a contract whose terms that require
delivery of assets within the time frame established
generally by regulation or convention in the marketplace
concerned. When financial assets are recognised
initially, they are measured at fair value, plus, in the
case of investments not at fair value through profit or
loss, directly attributable transaction costs.

Derecognition of financial assets occurs when, and
only when, the contractual rights to receive cash flows
from the financial assets expire or are transferred and
substantially all of the risks and rewards of ownership
have been transferred. On derecognition of a financial
asset in its entirety, the difference between the carrying
amount of assets derecognised and the sum of the
consideration received and receivable is recognised in
profit or loss.
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TES TO THE FINANCIAL STATEMENTS
DUE e

For the year ended 31 December 2017
HE_T+F+-_A=1T—"RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.11 FINANCIAL INSTRUMENTS (Continued)
(A) FINANCIAL ASSETS (Continued)

Financial assets of the Group are classified under (i)
loans and receivables and (ii) financial assets at fair
value through profit or loss. Management determines
the classification of its financial assets at initial
recognition depending on the purpose for which the
financial assets were acquired and where allowed and
appropriate, re-evaluates this designation at every
reporting date. Financial assets are classified as current
assets if they are expected to be settled within 12
months after the reporting date.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. Subsequent to initial
recognition, loans and receivables are measured at
amortised cost using the effective interest method less
any impairment.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss
include financial assets held for trading. Financial
assets are classified as held for trading if they are
acquired for the purpose of selling it in the near term,
or on initial recognition, they 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 short-term profit-taking. Derivatives,
including separated embedded derivatives, are also
classified as held for trading unless they are designated
as effective hedging instruments. Subsequent to initial
recognition, financial assets at fair value through profit
or loss are measured at fair value with changes in fair
value recognised in profit or loss. Fair value gain or loss
does not include any dividend or interest earned on
these financial assets.
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NOTES TO THE FINANCIAL STATEMENTS
DIE R

For the year ended 31 December 2017
HE-_T—+F+-A=+—HLEFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.11 FINANCIAL INSTRUMENTS (Continued)
(A) FINANCIAL ASSETS (Continued)
Impairment of financial assets

At each reporting date, loans and receivables are
reviewed to determine whether there is any objective
evidence of impairment. Objective evidence of
impairment of individual financial assets includes
observable data that comes to the attention of the
Group about one or more of the following loss events:

(i)  significant financial difficulty of the debtor;

(i) a breach of contract, such as a default or
delinquency in interest or principal payments;

(i) it becoming probable that the debtor will enter
bankruptcy or other financial reorganisation; or

(iv) granting concession to a debtor because of the
debtor’s financial difficulty.

Loss events in respect of a group of financial assets
include observable data indicating that there is a
measurable decrease in the estimated future cash flows
from the group of financial assets. Such observable
data includes but not limited to adverse changes in the
payment status of debtors in the group and, national or
local economic conditions that correlate with defaults
on the assets in the group.
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For the year ended 31 December 2017
HE_T+F+-_A=1T—"RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESEBR#ME®)
POLICIES (Continued)
3.11 FINANCIAL INSTRUMENTS (Continued) 311 &EMIAE)
(A) FINANCIAL ASSETS (Continued) A) THEE &)

Impairment of financial assets (Continued) TEEE R E ()
If there is objective evidence that an impairment loss MEEBIEERERXLE
on loans and receivables has been incurred, the WER B E LR EEE - Al
amount of the loss is measured as the difference BlESEZEERAERER

between the asset’s carrying amount and the present
value of estimated future cash flows (excluding future
credit losses that have not been incurred) discounted
at the financial asset’s original effective interest rate.
The amount of the loss is recognised in profit or
loss of the financial period in which the impairment

TREEZRERMNEFR
ZEFT AR RE (B
HAREL ZRKEERR) Z
BECZZRTE - BEER
WEEEL M EHEZE
a3 R o M BRI

occurs. If, in a subsequent period, the amount of the ERkERKER 2 BIERE
impairment loss on loans and receivables decreases SRR BZR D RE L H
and the decrease can be related objectively to an event BEBREREZSHE
occurring after the impairment was recognised, the B BIRT R RERE
previously recognised impairment loss is reversed to 2T AR - ERE T ESE
the extent that it does not result in a carrying amount EREEREEBABRR
of the financial asset exceeding what the amortised B[] B B fis R B 2R R (B B
cost would have been had the impairment not been KA o BESERHE
recognised at the date the impairment is reversed. The EAMBHE 2 B R
amount of the reversal is recognised in profit or loss of

the financial period in which the reversal occurs.

Where the recovery of loans and receivables is WERRERERFEREE

considered doubtful but not remote, the impairment Al BB FET B U E - Bl
losses are recorded using an allowance account. When BEEEeFERBERYE
the Group considered that recovery of receivables EAREER AT KA G4 E
is remote, the amount considered irrecoverable is FE W BR FR B - B R A B T
written off against the receivables directly and any AlE&BIEEBEK
amounts held in the allowance account in respect of AR MR - B ERR AR
that receivable are reversed. Subsequent recoveries of 7@ BREKERFE ZERN2
amounts previously charged to the allowance account B T LARE - HEWER
are reversed against the allowance account. Other TERERNR 2B
changes in the allowance account and subsequent Bl Z & ERR - BER 2 HAt
recoveries of amounts previously written off directly are SE)REBYE R EET&W
recognised in profit or loss. $Hz @RI IBE R ER
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NOTES TO THE FINANCIAL STATEMENTS
Bt 5 R 2R Y

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TES:HEMEME®)

POLICIES (Continued)
3.11 FINANCIAL INSTRUMENTS (Continued) 3.11 T T E (%)
(B) FINANCIAL LIABILITIES (B) ZHEE

Financial liabilities are recognised when, and only
when, the Group becomes a party to the contractual
provisions of the instrument. All interest related charges
are recognised in accordance with the Group’s
accounting policy for borrowing costs. When financial
liabilities are recognised initially, they are measured at
fair value, less, in the case of financial liabilities not at
fair value through profit or loss, directly attributable
transaction costs.

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

Where an existing financial liability is replaced by
another from the same lender on substantially different
terms, or the terms of an existing financial liability
are substantially modified, such an exchange or
modification is treated as derecognition of the original
financial liability and the recognition of a new financial
liability, and the difference in the respective carrying
amount is recognised in profit or loss.

Financial liabilities of the Group are classified under
financial liabilities at amortised cost. Financial liabilities
at amortised cost are subsequently measured at
amortised cost, using effective interest method.
Management determines the classification of its
financial liabilities at initial recognition depending on the
purpose for which the financial liabilities were incurred.
Financial liabilities are classified as current liabilities
unless the Group has an unconditional right to defer
settlement of the liability for at least 12 months from
the reporting date.
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For the year ended 31 December 2017
HE_T+F+-_A=1T—"RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESBERHIZE (&)
POLICIES (Continued)
3.11 FINANCIAL INSTRUMENTS (Continued) 3.1 £@MIA®E)
(C) CONVERTIBLE BONDS (C) HEEES

Convertible bonds issued by the Company and
subsidiaries that contain both the host liability
component, conversion option component and other
embedded derivatives components (such as early
redemption option) which are not closely related to the
host liability component are classified separately into
their respective items on initial recognition.

Conversion option that will be settled by the issuer
exchanging a fixed amount of cash or another financial
asset for a fixed number of its own equity instruments
is classified as an equity instrument. Conversion option
that will be settled by the issuer other than exchanging
a fixed amount of cash or another financial asset
for a fixed number of its own equity instruments is a
conversion option derivative. Derivatives embedded
in host contracts are accounted for as separate
derivatives if their economic characteristics and risks
are not closely related to those of the host contracts
and the host contract are not held for trading or
designated as at fair value through profit or loss.

Transaction costs that relate to the issue of the
convertible bonds are allocated to the liability, derivative
and equity components in proportion to the allocation
of the gross proceeds. Transaction costs relating to the
liability component are included in the carrying amount
of the liability component and are amortised over the
period of the convertible bonds using the effective
interest method. Transaction costs relating to the
derivative component are recognised in profit or loss
immediately. Transaction costs relating to the equity
component are recognised directly in equity.
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NOTES TO THE FINANCIAL STATEMENTS
DIE R

For the year ended 31 December 2017
HE-_T—+F+-A=+—HLEFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (Continued)

3.11 FINANCIAL INSTRUMENTS (Continued)
(C) CONVERTIBLE BONDS (Continued)

TEETEEME @)

3 ERMTHEE)
(C) THERES (%)

Convertible bonds (convertible into ordinary shares
of the Company) containing liability and equity
components and multiple embedded derivatives

Multiple embedded derivatives are generally treated
as a single compound derivative. At the date of initial
recognition, both the liability and compound derivative
components are recognised at fair value. The equity
component is determined by deducting the amount of
the liability and compound derivative components from
the fair value of the convertible bonds and is included
in convertible bond equity reserve within equity.

In subsequent periods, the liability component of
the convertible bonds is carried at amortised cost
using the effective interest method. The compound
derivative component is measured at fair value with
changes in fair value recognised in profit or loss. The
equity component will remain in convertible bond
equity reserve until the conversion option is exercised
(in which case the amount included in convertible
bond equity reserve, the fair value of the embedded
derivative component and the carrying value of the
liability component at the time of conversion are
transferred to share capital and share premium as
consideration for the shares of the Company issued).
Where the conversion option remains unexercised
at the expiry dates, the balance stated in convertible
bond equity reserve will be released to the retained
profits/accumulated losses and the difference between
the redemption amount and the carrying amounts of
the liability and the embedded derivative components
is recognised in profit or loss.
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For the year ended 31 December 2017
HE-_T+F+-A=+—HLEE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESBERHIZE (&)
POLICIES (Continued)
3.11 FINANCIAL INSTRUMENTS (Continued) 3.1 £@MIA®E)
(C) CONVERTIBLE BONDS (Continued) (C) FHRES (&)

Convertible bonds (convertible into ordinary shares
of the Company) containing liability and equity
components

At the date of initial recognition, the liability component
is recognised at fair value. The equity component is
determined by deducting the amount of the liability
component from the fair value of the convertible bonds
and is included in convertible bond equity reserve
within equity.

In subsequent periods, the liability component of the
convertible bonds is carried at amortised cost using
the effective interest method. The equity component
will remain in convertible bond equity reserve until
the conversion option is exercised (in which case the
amount included in convertible bond equity reserve
and the carrying value of the liability component at
the time of conversion are transferred to share capital
and share premium as consideration for the shares of
the Company issued). Where the conversion option
remains unexercised at the expiry dates, the balance
stated in convertible bond equity reserve will be
released to the retained profits/accumulated losses.
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For the year ended 31 December 2017
HE-_T—+F+-A=+—HLEFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (Continued)

3.11 FINANCIAL INSTRUMENTS (Continued)
(C) CONVERTIBLE BONDS (Continued)

TEETEEME @)

3 ERMTHEE)
(C) THERES (%)

Convertible bonds (convertible into ordinary shares
of subsidiaries) containing liability and equity
components

On initial recognition, the fair value of the liability
component is determined using the prevailing
market interest of similar non-convertible debts. The
difference between the proceeds on issuing of the
convertible bonds and the fair value assigned to the
liability component, representing the option for the
holder to convert the bonds into ordinary shares of the
subsidiary, is included in non-controlling interests within
equity.

In subsequent periods, the liability component of the
convertible bonds is carried at amortised cost using
the effective interest method. The equity component,
represented by the option to convert the bonds into
ordinary shares of the subsidiary, will remain in non-
controlling interests. When the conversion option is
exercised, the carrying value of the liability component
at the time of conversion is transferred to the non-
controlling interests as consideration for the shares of
the subsidiary issued. Where the conversion option
remains unexercised at the expiry dates, the balance
stated in the non-controlling interests will be released
to the retained profits/accumulated losses. No gain or
loss is recognised upon conversion or expiration of the
option.
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For the year ended 31 December 2017
HE-_T+F+-A=+—HLEE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.11 FINANCIAL INSTRUMENTS (Continued)
(D) OFFSETTING FINANCIAL INSTRUMENTS

(E)

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

EQUITY INSTRUMENTS

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

3.12 ACCOUNTING FOR INCOME TAXES

Income taxes comprise current tax and deferred tax.

Current income tax assets and/or liabilities comprise those
obligations to, or claims from, fiscal authorities relating to
the current or prior reporting period, that are unpaid at the
reporting date. They are calculated according to the tax rates
and tax laws applicable to the fiscal periods to which they
relate, based on the taxable profit for the year.
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For the year ended 31 December 2017
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TES:HEMEME®)

POLICIES (Continued)

3.12 ACCOUNTING FOR INCOME TAXES (Continued) 3.12 RSB astEE (&)

Deferred tax is calculated using the liability method on
temporary differences at the reporting date between the
carrying amounts of assets and liabilities in the financial
statements and their respective tax bases. Deferred tax
liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are recognised for all
deductible temporary differences, tax losses available to be
carried forward as well as other unused tax credits, to the
extent that it is probable that taxable profit, including existing
taxable temporary differences, will be available against which
the deductible temporary differences, unused tax losses and
unused tax credits can be utilised.

Deferred tax assets and liabilities are not recognised if the
temporary differences arise from goodwill or from initial
recognition (other than in a business combination) of assets
and liabilities in a transaction that affects neither taxable nor
accounting profit or loss.

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

Deferred tax is calculated, without discounting, at tax rates
that are expected to apply to the period when the liability is
settled or the asset is realised, provided they are enacted or
substantively enacted at the reporting date.

Current tax and changes in deferred tax assets or liabilities
are recognised in profit or loss, or in other comprehensive
income or directly in equity if they relate to items that are
charged or credited to other comprehensive income or
directly in equity, respectively.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TES:HEXHEME®)

POLICIES (Continued)

3.12 ACCOUNTING FOR INCOME TAXES (Continued) 3.12 RSB atEE (&)

The carrying amount of a deferred tax asset is reviewed at
the end of each reporting period and is reduced to the extent
that it is no longer probable that sufficient taxable profit will
be available to allow the benefit of part or all of that deferred
tax asset to be utilised. Any such reduction is reversed to the
extent that it becomes probable that sufficient taxable profit
will be available.

Current tax assets and current tax liabilities are presented in
net if, and only if, (a) the Group has a legally enforceable right
to set off the recognised amounts; and (b) intends either to
settle on a net basis, or to realise the asset and settle the
liability simultaneously.

The Group presents deferred tax assets and deferred tax
liabilities in net if, and only if, (a) the Group has a legally
enforceable right to set off current tax assets against current
tax liabilities; and (b) the deferred tax assets and the deferred
tax liabilities relate to income taxes levied by the same
taxation authority on either (i) the same taxable entity; or (ii)
different taxable entities which intend either to settle current
tax liabilities and assets on a net basis, or to realise the
assets and settle the liabilities simultaneously, in each future
period in which significant amounts of deferred tax liabilities
or assets are expected to be settled or recovered.

3.13 CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise cash on hand, demand
deposits and short-term, highly liquid investments with
original maturities of three months or less that are readily
convertible to known amounts of cash and which are subject
to an insignificant risk of changes in value.
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NOTES TO THE FINANCIAL STATEMENTS
DIE R

For the year ended 31 December 2017
HE-_T—+F+-A=+—HLEFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TESHHXEBE®)
POLICIES (Continued)
3.14 EMPLOYEE BENEFITS 3.14 EEEA
RETIREMENT BENEFITS RIKEF

The Group participates in staff retirement benefit schemes for
employees in Hong Kong and the People’s Republic of China
(“PRC”), comprising a Mandatory Provident Fund Scheme
(“MPF Scheme”) and a state-managed retirement benefit
scheme. The assets of these schemes are held separately
from those of the Group in independently administered
funds. The retirement benefit schemes are generally funded
by payments from employees and the relevant group
companies. The retirement benefit scheme costs charged to
profit or loss represent contributions payable by the Group to
the schemes.

The Group contributes to the MPF Scheme under the
Mandatory Provident Fund Schemes Ordinance for all
qualifying employees in Hong Kong. Contributions are made
based on a percentage of the employees’ basic salaries
and are charged to profit or loss as they become payable in
accordance with the rules of the MPF Scheme. The Group’s
employer contributions vested fully with the employees when
contributed into the MPF Scheme except for the Group’s
employer voluntary contributions, which are refunded to the
Group when the employee leaves employment prior to the
contributions vesting fully in accordance with the rules of the
MPF Scheme.

The subsidiaries operating in the PRC are required to
participate in the state-managed retirement benefit
scheme for their employees, organised by the relevant
local government authorities. They are required to make
contributions to the retirement benefit scheme at a specified
percentage of the employees’ relevant income and there are
no other further obligations to the Group.
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TES TO THE FINANCIAL STATEMENTS
DUE e

For the year ended 31 December 2017
HE_T+F+-_A=1T—"RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (Continued)
3.14 EMPLOYEE BENEFITS (Continued)

TESTHBERBE #)

3.14 BEERA (&)

SHORT-TERM EMPLOYEE BENEFITS

The Group provides paid annual leave to its employees under
their employment contracts on a calendar year basis. Under
certain circumstances, such leave which remains untaken as
at the reporting date is permitted to be carried forward and
utilised by the respective employees in the following year.
An accrual is made at the reporting date for the expected
future cost of such paid leave earned during the year by the
employees and carried forward.

Non-accumulating compensated absences such as sick
leave and maternity leave are not recognised until the time of
leave.

3.15 SHARE-BASED PAYMENTS

All services received in exchange for the grant of any
share options are ultimately recognised as an expense in
profit or loss over the vesting period if vesting conditions
apply, or recognised as an expense in full at the grant date
when the share options granted vest immediately, with a
corresponding increase in share option reserve within equity.

If service or non-market performance vesting conditions
apply, the expense is recognised over the vesting period,
based on the best available estimate of the number of share
options expected to vest. Non-market performance and
service conditions are included in assumptions about the
number of share options that are expected to vest. At the
end of the reporting period, the Group revises its estimates of
the number of share options that are expected to ultimately
vest. 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 to share option reserve.
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NOTES TO THE FINANCIAL STATEMENTS
DIE R

For the year ended 31 December 2017
HE-_T—+F+-A=+—HLEFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TES:HEMEME®)

POLICIES (Continued)

3.15 SHARE-BASED PAYMENTS (Continued) 3.15 IR (&)

At the time when the share options are exercised, the
amount previously recognised in share option reserve will
be transferred to share premium. When the share options
are forfeited after the vesting date or are still not exercised
at the expiry date, the amount previously recognised in
share option reserve will be transferred to retained profits/
accumulated losses.

EQUITY-SETTLED SHARE-BASED PAYMENTS TO
EMPLOYEES

All services received in exchange for the grant of any
share options are measured at their fair value. These are
indirectly determined by reference to the fair value of share
options granted. Their value is appraised at the grant date
and excludes the impact of any service and non-market
performance vesting conditions (for example, profitability and
sales growth targets).

EQUITY-SETTLED SHARE-BASED PAYMENTS TO
NON-EMPLOYEES

Equity-settled share-based payment transactions with parties
other than employees are measured at the fair value of the
services received, except that fair value cannot be estimated
reliably, in which case the fair value are measured by
reference to the fair value of the equity instruments granted,
measured at the date the Group received the services.

3.16 IMPAIRMENT OF OTHER ASSETS

Goodwill and trading rights with an indefinite useful life are
tested for impairment at least annually and whenever there
is any indication that they may be impaired. Property, plant
and equipment and interests in associates are tested for
impairment whenever there are indications that the asset’s
carrying amount may not be recoverable.
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HE_T+F+-_A=1T—"RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TES:HEXHEME®)

POLICIES (Continued)

3.16 IMPAIRMENT OF OTHER ASSETS (Continued) 3.16 HttEEmE (&)

Recoverable amount is the higher of fair value, reflecting
market conditions 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 time value of
money and the risk specific to the asset for which the future
cash flow estimates have not been adjusted.

For the purposes of assessing impairment, where an asset
does not generate cash inflows largely independent from
those from other assets or group of assets, the recoverable
amount is determined for the smallest group of assets that
generate cash inflows independently (i.e. cash-generating
unit, “CGU”). Goodwill is allocated to the relevant CGUs
that are expected to benefit from the synergies of the
acquisition. As a result, some assets are tested individually
for impairment and some are tested at CGU level. When
a reasonable and consistent basis of allocation can be
identified, corporate assets are also allocated to individual
CGUs, or otherwise they are allocated to the smallest group
of CGUs for which a reasonable and consistent allocation
basis can be identified.

An impairment loss is recognised as an expense immediately
for the amount by which the carrying amount of an asset,
or the CGU to which it belongs, exceeds its recoverable
amount. Impairment loss recognised for CGUs, to which
goodwill has been allocated, are credited initially to the
carrying amount of goodwill. Any remaining impairment loss
is charged pro rata to the other assets in the CGUs, except
that the carrying value of an asset will not be reduced below
its individual fair value less costs of disposal, if measurable;
and value-in-use, if determinable.
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NOTES TO THE FINANCIAL STATEMENTS
DIE R

For the year ended 31 December 2017
HE-_T—+F+-A=+—HLEFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TES:HEMEME®)

POLICIES (Continued)

3.16 IMPAIRMENT OF OTHER ASSETS (Continued) 3.16 HttEEmE (&)

An impairment loss on goodwill is not reversed in subsequent
periods. In respect of other assets, an impairment loss is
reversed if there is any indication that an impairment loss
recognised in prior periods may no longer exist or may
have decreased, there has been a favourable change in
the estimates used to determine the recoverable amount
of the asset or the CGUs and only to the extent that the
carrying amount of the asset or the CGUs does not exceed
the carrying amount that would have been determined, net
of depreciation or amortisation, had no impairment loss
been recognised. Reversal of impairment loss is recognised
immediately in profit or loss.

3.17 PROVISIONS AND CONTINGENT LIABILITIES

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

All provisions are reviewed at each reporting date and
adjusted to reflect the current best estimate.

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the present obligation is disclosed as a contingent liability,
unless the possibility of outflow of economic benefits is
remote. Possible obligations that arise from past events,
whose existence will only be confirmed by the occurrence
or non-occurrence of one or more uncertain future events
not wholly within the control of the Group, are also disclosed
as contingent liabilities unless the possibility of an outflow of
economic benefits is remote.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
3.18 RELATED PARTIES

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

()  has control or joint control of the Group;
(i)  has significant influence over the Group; or

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

(o)  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.

(i)  one entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is a
member).
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NOTES TO THE FINANCIAL STATEMENTS
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HE-_T—+F+-A=+—HLEFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.18 RELATED PARTIES (Continued)

(i)

(iv)

(viil

both entities are joint ventures of the same third
party.

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

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

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

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

the entity, or any member of a group of which it
is a part, provides key management personnel
services to the Group or to the Group