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CORPORATE INFORMATION

NAEER

BOARD OF DIRECTORS

Executive Directors

Mr. Xu Hai Ying (Chairman)
Mr. Sit Hon Wing

Non-executive Director
Mr. Han Huiyuan
Independent non-executive Directors

Mr. Chan Ming Sun Jonathan
Mr. Lee Chi Hwa Joshua
Mr. Mak Yiu Tong

AUDIT COMMITTEE

Mr. Chan Ming Sun Jonathan (Chairman)
Mr. Lee Chi Hwa Joshua
Mr. Mak Yiu Tong

REMUNERATION COMMITTEE

Mr. Mak Yiu Tong (Chairman)
Mr. Lee Chi Hwa Joshua
Mr. Xu Hai Ying

NOMINATION COMMITTEE
Mr. Mak Yiu Tong (Chairman)

Mr. Chan Ming Sun Jonathan

Mr. Xu Hai Ying

SUPERVISORY COMMITTEE
Ms. Wang Zhiyu (Chairman)

Mr. Cheung Wang Lok, Anthony
Mr. Cai Han Zong (Employee Representative)
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

CORPORATE INFORMATION

COMPANY SECRETARY

Mr. Leung Ka Kit, HKICPA (Appointed on 1 January 2019)
Mr. Law Geoff Chun Mo, HKICPA
(Resigned on 1 January 2019)

INTERNATIONAL AUDITORS

BDO Limited
Certified Public Accountants

LEGAL ADVISERS IN HONG KONG
Chiu and Partners

REGISTERED OFFICE AND PRINCIPAL PLACE OF
BUSINESS IN THE PRC

No. 55 Chongwen Road
Economic and Technical Development Zone
Quanzhou

Fujian Province
The PRC

PLACE OF BUSINESS IN HONG KONG

Room 4901, 4938-4940,
49/F Sun Hung Kai Centre,
30 Harbour Road, Wanchai,
Hong Kong

H SHARE REGISTRAR

Computershare Hong Kong Investor Services Limited
Shops 1712-1716

17th Floor Hopewell Centre

183 Queen'’s Road East

Wanchai

Hong Kong
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CORPORATE INFORMATION
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COMPANY WEBSITE YNGIE N
www.nuogj.com.hk www.nuogi.com.hk
STOCK CODE IR 155
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

The Company is a casual wear apparel company in the PRC offering
a wide range of fashion casual wear products such as jackets,
sweaters, shirts, T-shirts, trousers, shoes and accessories under its
own brand, N&Q.

Due to the intense market competition in the apparel industry, the
Group has adopted a prudent approach, aiming at minimising the
operating costs. The revenue of the Group decreased significantly
to approximately RMB2 million for the year ended 31 December
2018 ("FY2018") from approximately RMB39 million for the year
ended 31 December 2017 (“FY2017"). Administrative and other
expenses increased to approximately RMB17 million in FY2018 from
approximately RMB14 million in FY2017, which was mainly
attributable to the professional fees of approximately RMB7 million
relating to the new listing application (for details, please refer to
the following paragraph headed “Very substantial acquisition/
Reverse takeover” below). As a result, the loss attributable to the
owners of the Company increased to approximately RMB19 million
in FY2018 from approximately RMBé million in FY2017.

The Group recorded total assets of approximately RMB66 million
as at 31 December 2018 as compared to approximately RMB164
million as at 31 December 2017. The decrease in total assets of the
Group was mainly attributable to, among other things, the

repayment of a loan facility of RMB80 million during FY2018.
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Fujian Nuogji Co., Ltd. ® BE#FRHER AR

MANAGEMENT DISCUSSION AND ANALYSIS

BEREN WD

VERY SUBSTANTIAL ACQUISITION/REVERSE
TAKEOVER

As disclosed in the announcement of the Company dated 4
December 2017 (the "RTO Announcement”), the Company, Zhong
Hong Holdings Group Limited (the “Vendor”) and the Vendor's
warrantor (Mr. Hu Yulin who was interested in approximately 76% of
the issued shares of the Vendor as at the date of the RTO
Announcement) entered into a sale and purchase agreement on 6
November 2017 in relation to the Company’s acquisition of the
entire issued share capital (the “Acquisition”) in Zhong Hong
International Limited (the “Target Company”) which is a wholly-
owned subsidiary of the Vendor. Pursuant to the sale and purchase
agreement, the consideration shall be paid by the Company by
allotting and issuing to the Vendor 1,541,878,659 new H Shares,
credited as fully paid, at the issue price of HK$0.6829 per share.
Completion of the Acquisition is conditional upon fulfillment or
waiver of a number of conditions precedents, as disclosed in the

RTO Announcement.

The Target Company and its subsidiaries (the “Target Group”) are
principally engaged in the provision of construction services, mainly
as a general contractor for residential construction projects,
commercial and public works construction projects, and industrial

and other construction projects, in the PRC.

As disclosed in the RTO Announcement, the Acquisition constitutes
a reverse takeover for the Company under Rule 14.06(6)(a) of the
Listing Rules. Accordingly, the Company will be treated as if it were
a new listing applicant. The Acquisition is therefore also subject to
the approval by the Listing Committee of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) for a new listing
application to be made by the Company. Please refer to the
announcement of the Company dated 1 March 2019 for details of

the latest development in respect of the Acquisition.
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS PROSPECTS

Since the suspension of the trading in H Shares in July 2014, the
Company has been striving to reactivate its business and to fulfill
the resumption conditions imposed by the Stock Exchange. As
disclosed in the 2016 annual report of the Group, the Company
would seek to resume the trading of the H Shares at the earliest
possible time in order to re-establish a fund raising platform to be
available for the future expansion of the Group. In light of the
various challenges and uncertainties lying ahead in the apparel
industry under the current PRC macro-economic environment, the
Board has continuously been exploring different investment
opportunities to broaden the income stream of the Group with a
view to promote growth in the revenue and profits of the Group
which will be beneficial to its shareholders. Through the Acquisition,
the Company can acquire the well-established businesses of the
Target Group which is engaged in the construction industry in the
PRC and allows the scope of business of the Group to be expanded

and its existing business portfolio to be diversified.

The construction industry in the PRC has experienced rapid growth
in the recent years in accordance with the improvement of
urbanisation as well as investment in infrastructure in the PRC. In
order to accommodate the increasing urban population in cities,
there are growing opportunities for building construction projects
of both residential and commercial properties. Further, as public
facilities and infrastructure are necessary to drive the urbanisation,
the Company is optimistic towards the growth potential in the
construction industry. The Board is of the view that the growth
potential and prospect of the construction industry is expected to

be more promising than that of the apparel industry.

The Target Group has an established business and is a valuable
asset to be added into the business as a diversification for the
Company. After completion of the Acquisition subject to fulfillment
of the conditions precedent as disclosed in the announcement
made by the Company on 4 December 2017, the Target Group will

become wholly-owned subsidiaries of the Company.

The Company has no plan to dispose of its existing business. After
completion of the Acquisition subject to the fulfillment of
conditions precedent as disclosed in the RTO Announcement, the
Company may restructure its apparel business according to the
development of the apparel industry and the then market

conditions.
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Fujian Nuogji Co., Ltd. ® BE#FRHER AR

MANAGEMENT DISCUSSION AND ANALYSIS

BEREN WD

FINANCIAL REVIEW
Revenue

The Group generated revenue in FY2018 of approximately RMB2
million, which represented an approximately 95% decrease as
compared to approximately RMB39 million in FY2017 mainly due to
decrease in sales and intense market competition in the apparel
industry in the PRC.

Cost of sales and gross (loss)/profit

Cost of sales in FY2018 was approximately RMB2 million, which
represented an approximately 89% decrease as compared to
approximately RMB19 million in FY2017. The decrease was mainly

due to the decrease in sales.

Gross loss in FY2018 was approximately RMB60,000 as compared
to the gross profit of approximately RMB21 million in FY2017. The
decrease was mainly due to the decrease in sales volume and

prices resulting from intense market competition in the PRC.
Administrative and other expenses

Administrative and other expenses in FY2018 were approximately
RMB17 million, which represented an approximately 21% increase
as compared to approximately RMB14 million in FY2017. Such
increase was mainly due to the professional fee of approximately
RMB7 million incurred during the year in relation to the new listing
application of the Company filed with the Stock Exchange on 26
March 2018.

Finance costs

Finance costs in FY2018 were approximately RMB1 million, which
represented an approximately 67% decrease as compared to
approximately RMB3 million in FY2017. The decrease was mainly
attributable to the repayment of the other borrowings of RMB80
million during FY2018 which was arranged and drawn down in
FY2017.
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW (continued)
Loss attributable to owners of the Company

Based on the above, loss attributable to owners of the Company in
FY2018 amounted to approximately RMB19 million, which
represented an increase of approximately 217% as compared to
approximately RMB6 million in FY2017.

Liquidity, financial resources and capital structure

As at 31 December 2018, bank and cash balances of the Group
were approximately RMB488,000 (2017: approximately RMB90

million).

The Group's gearing ratio (measured as total borrowings over total
assets) as at 31 December 2018 was approximately 21% (31
December 2017: 61%). The decrease was mainly attributable to the
repayment of the other borrowings of RMB80 million during FY2018

which was arranged and drawn down in FY2017.
Foreign currency risks

Most of the Group's transactions, assets and liabilities are
principally denominated in Renminbi, the functional currency of the
Group. Therefore, the Group had minimal exposure to foreign
currency risk and hence the Group currently does not have a
foreign currency hedging policy. However, the management
monitors foreign exchange exposure of the Group from time to
time and will consider hedging significant foreign currency

exposure should the need arise.

Significant investments/Material acquisitions and
disposals

Save as the Acquisition, the Group had not made any significant

investments or material acquisitions of subsidiaries during FY2018.
Contingent liabilities and capital commitments
As at 31 December 2018, the Group did not have any significant

contingent liabilities and capital commitments (31 December 2017:

nil).

BEEN®E DN

B EE(E)

ARQBEEAEMLER

EREXF  R=ZT—N\GFBEE  A2REEA
FE(R SR A A AR 19,000,0007 © 88— T —+B K
FEEH AR 6,000,000 TTIL AL 217% °

RBES  MHERRERE

REZE-NF+_A=1+—H FEENRTER

SEBNBARMELIB00T(ZE—+F: HAR
# 90,000,000 7T) °
RZZE—NF+-A=+—8B AEBZEEARE

R (RRERRAREETE) R 21% :gft
FH+ZA=+—H:61%) - BEBBELERD
HRE-_Z-\MBRFEEEN_F— tﬁﬁﬂlir
B MR ER 2 A tE R A R # 80,000,000 TTRTEX

S R B

AEBRHBARXS EEMBBEIEUARKEZY
BEEWARBE - Bt - KEEZM\EH SRR N
(It 7 52 [ B B30 8 1 S R CEERED

BrES SRR B 7 HMNE AR &Hﬂﬁ”‘m%%%‘)’%ﬂﬂ]é
KINER R o

BEEZRE BEANBREESE

BRUEEEN  R-F— \MBFE - ARELET
AIERREKEANE R U -
FREEREREE
RZFE-NFt-_A=1+—H AEEALEEFE

ARIRBEMEAAE(CT—LF+_A=1—8:
&) -

Annual Report 2018 &% 9



Fujian Nuogji Co., Ltd. ® BE#FRHER AR

MANAGEMENT DISCUSSION AND ANALYSIS
BEREN WD

DIVIDENDS RS

The Board does not recommend the payment of a final dividend BZE& @&t —ZT— \FREERERGRE (=
for FY2018 (FY2017: nil). T—tUHEFE : &)

PURCHASE, REDEMPTION OR SALE OF LISTED BE BERHEALR LHES
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, A2A I SKE TR EL TN ZZT— B BFE AN

redeemed or sold any of the Company's listed securities during S - BEEI s H & A QR EHES -
FY2018.
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

DIRECTORS’ AND SENIOR MANAGEMENT'S PROFILE

BOARD OF DIRECTORS

Executive Directors
Xu Hai Ying (FFi55&)

Mr. Xu Hai Ying, aged 64, was appointed to the Board on 15 May
2017. He was appointed as a non-executive director of Hao Tian on
1 January 2012 and was re-designated as an executive director of
Hao Tian in February 2012. Mr. Xu is the senior technical consultant
and senior manager of FEIEFELIRIREE AR A F] (China Jieneng
Huangbao Group Company Limited*), whose principal business is
the development of energy conservation technologies, clean and
new energy, and energy infrastructure construction. Mr. Xu has
substantial management experience and has been the manager of
the representative offices of Wallem & Company Limited (2 #f fig
7% & [# A PR A 8]) in Shanghai and Tianjin, the PRC and the chief
representative of the Shanghai representative office of Hong Kong
Maritime Company Limited (& /& /8 i& A& BR 2 A) and has served
other management positions.

Sit Hon Wing (BEE%)

Mr. Sit Hon Wing, aged 42, was appointed to the Board on 21
April 2017. He has served as the chief financial officer, financial
controller and company secretary of certain listed companies in
Hong Kong. During the period from June 2006 to January 2008, Mr.
Sit was the financial controller and company secretary of Sau San
Tong Holdings Limited which was listed on the Stock Exchange
(Stock Code: 8200). During the period from January 2008 to
September 2015, Mr. Sit was the chief financial officer and company
secretary of CT Environmental Group Limited (“CTEG") which was
listed on the Stock Exchange (Stock Code: 1363). Since September
2015 and October 2016 and up to August 2017, Mr. Sit has been
the financial controller and company secretary of Hao Tian
Development Group Limited respectively. Mr. Sit. is currently the
Company Secretary of CTEG. Mr. Sit is a fellow member of both the
Hong Kong Institute of Certified Public Accountants (HKICPA) and
Association of Chartered Certified Accountants (ACCA).
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Fujian Nuogji Co., Ltd. ® BE#FRHER AR

DIRECTORS’ AND SENIOR MANAGEMENT'S PROFILE

EEREREEENEE

BOARD OF DIRECTORS (continued)

Non-executive Director
Han Huiyuan (B2R)

Mr. Han Huiyuan (5 ZE JR), aged 55, is a non-executive Director.
He was appointed to the Board on 9 July 2013. Mr. Han is currently
the managing director of Heaven-Sent Capital Management Group
Co,td (HEAREEEERSER M AR A A, a corporate
shareholder of Silicon Valley Solar Venture Capital Co., Ltd. (F&IIIfE
BRERG N EIZEIZE BB A A and is responsible for the overall
business operation. Mr. Han obtained a master degree in urban
economics from the Renmin University of China (B AR KE) in
2011 and a bachelor degree in industrial automation from
Huazhong Technical College (#H T2Fr) (currently known as the
“Huazhong University of Science and Technology (ZEFF R K E3)")
in 1984.

Independent non-executive Directors
Chan Ming Sun (PR#5%%)

Mr. Chan Ming Sun Jonathan, aged 46, was appointed to the
Board on 21 April 2017. Mr. Chan graduated from the University of
New South Wales, Australia with a Bachelor of Commerce degree
in Accounting and Computer Information Systems. He is a fellow
member of the Hong Kong Institute of Certified Public Accountants
and a member of Certified Practising Accountants, Australia. Mr.
Chan has over 20 years of experience in auditing, accounting,
investment and financial management. Mr. Chan is currently an
investment manager of Sprint Asset Management Limited. Mr.
Chan is also an independent non- executive director of each of
China Dredging Environment Protection Holdings Limited (stock
code: 871), Shenyang Public Utility Holdings Company Limited
(stock code: 747), Up Energy Development Group Limited (stock
code: 307) and Hao Tian Development Group Limited (stock code:
474), whose securities are listed on the main board of the Stock
Exchange, and of Changhong Jiahua Holdings Limited (stock code:
8016), whose securities are listed on GEM of the Stock Exchange.
Mr. Chan resigned as independent non-executive director of
Beautiful China Holdings Company Limited (stock code: 706), Focus
Media Network Limited (stock code: 8112), L&A International
Holdings Limited (stock code: 8195), Far East Holdings International
Limited (stock code: 36) and Dining Concepts Holdings Limited
(stock code: 8056) on 28 February 2014, 27 November 2015, 3
March 2017, 18 July 2017 and 12 December 2018 respectively.
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

DIRECTORS’ AND SENIOR MANAGEMENT'S PROFILE

BOARD OF DIRECTORS (continued)

Independent non-executive Directors (continued)
Lee Chi Hwa Joshua (Z &£ %)

Mr. Lee Chi Hwa Joshua, aged 46, was appointed to the Board on
21 April 2017. He is a fellow member of the Association of
Chartered Certified Accountants and a member of Hong Kong
Institute of Certified Public Accountants. Mr. Lee has extensive
experience in the fields of auditing, accounting and finance. Mr.
Lee currently serves as an independent non-executive director of
Hao Tian, Hao Tian International Construction Investment Group
Limited (Stock code: 1341), Up Energy Development Group Limited
(Stock code: 307), China Fortune Investments (Holding) Limited
(Stock code: 8116), Code Agriculture (Holdings) Limited (Stock
code: 8153) and Cornerstone Financial Holdings Limited (Stock
code: 8112) respectively, whose shares are listed on the Stock
Exchange. He currently serves as an executive director of China
Healthcare Enterprise Group Limited (Stock code: 1143), whose
shares are listed on the Main Board of the Stock Exchange. He was
an independent non-executive director of King Stone Energy
Group Limited (Stock code: 663) from January 2012 to April 2013,
China Minsheng Drawin Technology Group Limited (Stock code:
726) from December 2013 to February 2015 and Teamway
International Group Holdings Limited (Stock code: 1239) from
March 2015 to August 2017, all companies are listed on the Stock

Exchange.
Mak Yiu Tong (ZRBE)

Mr. Mak Yiu Tong, aged 60, was appointed to the Board on 21
April 2017. Mr. Mak graduated from the China University of Political
Science and Law with a Bachelor of Law degree in 1998. Mr. Mak is
a legal executive of C. K. Mok & Co., a firm of solicitors in Hong
Kong. Mr. Mak has been working in the legal industry for over 30
years. Mr. Mak currently serves as an independent non-executive
director of Talent Property Group Limited (Stock code: 760), Up
Energy Development Group Limited (Stock code: 307) and Hao
Tian International Construction Investment Group Limited (Stock
code: 1341), whose shares are listed on the main board of the Stock

Exchange.
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DIRECTORS’ AND SENIOR MANAGEMENT'S PROFILE

EEREREEENEE

BOARD OF SUPERVISORS
Wang Zhiyu (EEF)

Ms. Wang Zhiyu, aged 35, joined the Company and was appointed
to the Board on 21 April 2017. She obtained a bachelor’'s degree in
business administration and has over 15 years of experience in
administrative and human resources management. Between 2003
and 2010, she served as a manager in two companies and was
responsible for daily administration management and establishing
the administration and staff policy of the companies. In 2010, she
joined Hao Tian Development Group Limited (“Hao Tian”) and
served a number of management positions, and was responsible
for administrative and human resources management for the Hao
Tian group and its subsidiaries. Ms. Wang was also appointed as a
director of various subsidiaries of the Hao Tian group since June
2012.

Cheung Wang Lok (3R % %)

Mr. Cheung Wang Lok, aged 41, joined the Company and was
appointed to the Board on 21 April 2017. He has more than 18
years of experience in internal auditing, external auditing,
accounting, finance, taxation, treasury management, internal
control and personnel management in international and listed
companies. Mr. Cheung was an associate general manager and
finance manager in a listed company in the United States of
America from 2007 to 2010. Mr. Cheung joined Hao Tian in 2010.
He was appointed as a director of various subsidiaries of Hao Tian
group since May 2016 and was promoted to Senior Finance
Manager in 2019.

Cai Han Zong (BE %)

Mr. Cai Han Zong, aged 33, has over 10 years of experience in
stores engineering supervision and administrative management.
Mr. Cai joined the Company in August 2011 as an engineering
supervisor. He has then worked as the deputy manager of the
administrative department of the Company since September 2016.
Prior to joining the Company in 2011, Mr. Cai had worked in &I
51528 & A fh B BR A 8] (Shenzhen Cross Domain Sports Equipment
Company Limited*) as its engineering supervisor. Mr. Cai obtained
a college degree in business administration from The Open
University of Fujian in 2006.

*  For identification purposes only
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PRINCIPAL ACTIVITIES

The principal activities of the Company are retailing men’s and
women'’s casual apparels. There were no significant changes in the

nature of the Group's principal activities during the year.

An analysis of the Group's revenue and profit for the year is set out
in the section headed “Management Discussion and Analysis” in

this report.
RESULTS AND DIVIDENDS

The results of the Group in FY2018 are set out in the consolidated
statement of profit or loss and other comprehensive income on

page 53 of this annual report.

For details regarding a fair review of the Company’s business,
please refer to the paragraph headed "“Business review” of the
section headed “Management discussion and analysis” of this

annual report.
The Board does not recommend the payment of a dividend.
Summary financial information

A summary of the published results, assets and liabilities of the
Group for the last five financial years, as extracted from the audited
consolidated financial statements, is set out on page 152. The
summary does not form part of the audited consolidated financial

statements.
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AGM AND CLOSURE OF REGISTER OF MEMBERS
OF H SHARES

The notice of the forthcoming annual general meeting ("AGM")
and the period of closure of register of members of H Shares will
be published and despatched to the shareholders of the Company
("Shareholders”), at least 45 days before the meeting, in
accordance with the requirements of the Rules Governing the
Listing of Securities on the Stock Exchange (“Listing Rules”) and
the articles of association of the Company. To ascertain the
Shareholders’ entitlement to attend and vote at the forthcoming
AGM, all transfers of shares, accompanied by the relevant share
certificates and transfer forms must be lodged with the Company'’s
branch share registrar in Hong Kong, Computershare Hong Kong
Investor Services Limited at Shops 1712-1716, 17th Floor Hopewell
Centre, 183 Queen’s Road East, Wanchai, Hong Kong for

registration. Details to which will be announced in due course.
SHARE CAPITAL

Details of movements in the Company'’s share capital during the

year are set out in note 26 to the financial statements.
PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Company and of the Group during the year are set out in note 14

to the financial statements.
RESERVES

Details of movements in the reserves of the Company and the
Group during the year are set out in note 27 to the financial
statements and in the consolidated statement of changes in equity,

respectively.
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DISTRIBUTABLE RESERVES

As at 31 December 2018, our Company had no distributable

reserves available for distribution to its equity holders.
PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the articles of
association of the Company or the laws of the PRC which would
oblige the Company to offer new shares on a pro-rata basis to the

existing Shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased,
redeemed or sold any of the Company'’s listed securities during
FY2018.

ENVIRONMENTAL POLICIES

We are committed to building an environmentally-friendly
workplace that pays close attention to conserving natural resources.
We strive to minimize our environmental impact by saving water
supplies, electricity and encouraging recycle of office supplies and

other packaging materials.
COMPLIANCE WITH LAWS AND REGULATIONS

The Company's operations are mainly carried out in the PRC. Our
establishment and operations accordingly shall comply with
relevant laws and regulations in the PRC. During FY2018 and up to
the date of this report, there is no material non-compliance with all

the prevailing laws and regulations in the PRC.
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MAJOR CUSTOMERS AND SUPPLIERS

Sales

The aggregate percentages of sales attributable to the Group's

major customers during FY2018 are as follows:

Our largest customer 27%

Five largest customers combined 36%
None of the Directors or any of their associates or any Shareholders
(which, to the best knowledge of the Directors, own more than 5%
of the Company's issued share capital) had any beneficial interest
in the Group's five largest customers.

Purchases

During FY2018, no purchase was incurred in the Group.
DIRECTORS

The composition of the Board is as follows:

Executive Directors

Mr. Xu Hai Ying (Chairman)
Mr. Sit Hon Wing

18 Annual Report 2018 4%

IFREFEFRMER

RZZ—\FREE AEEZI2EPEGEZH
EBEDLARENT

BREF 27%
AAREBFAR 36%

BEEARE 2EMBEASEMRR (REEMRA
BEARRADHITRARBS%) MERALTEE AKX
BEFEAENERER -

R — \BHER S - A8 B T (R0 -
=

EEFOARDT -

HITES

AEELEL (BEFR)
FOERSRE



DIRECTORS (continued)

Non-executive Directors
Mr. Han Huiyuan
Independent non-executive Directors

Mr. Chan Ming Sun Jonathan
Mr. Lee Chi Hwa Joshua
Mr. Mak Yiu Tong

DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT'S BIOGRAPHIES

Biographical details of the Directors and supervisors of the
Company and the senior management of the Group are set out on

pages 11 to 14 of the annual report.

An annual confirmation of independence pursuant to Rule 3.13 of
the Listing Rules has been received from each of the independent
non-executive Directors. The Company considered that all the
independent non-executive Directors were independent, and that
no family, material or other relevant relationships existed between
any of them. In addition, none of the members of the Board were

related to any of the others.

DIRECTORS’ AND SUPERVISORS SERVICE
CONTRACTS

Each of the Directors and supervisors of the Company has entered
into a service agreement with the Company for a term of three

years.

No Director and supervisor of the Company has entered into a
service contract with the Company which is not determinable by
the Company within one year without payment of compensation,

other than statutory compensation.
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EMPLOYEES AND REMUNERATION POLICY

The Group had approximately 20 employees as at 31 December
2018 (31 December 2017: 45 employees). The total remuneration of
employees in FY2018 amounted to approximately RMB3 million
(FY2017: RMB7 million).

The Group's emolument policy is formulated based on the
performance of individual employees and is reviewed regularly.
Subject to the Group's profitability, the Group may also provide
discretionary bonuses to its employees as an incentive for their
contribution to the Group. The primary goal of the emolument
policy with regard to the remuneration packages of the Group's
executive Directors is to enable the Group to retain and motivate
executive Directors by linking their compensation with performance

as measured against corporate objectives achieved.

The principal elements of the Group's remuneration packages

include basic salaries, discretionary bonuses and housing benefits.

The Directors’ fees are subject to shareholders’ approval at general
meetings. Other emoluments are determined by the Board with
reference to Directors’ duties, responsibilities and performance and

the results of the Group.

DIRECTORS’ AND SUPERVISORS’ INTERESTS IN
CONTRACTS

None of the Directors, the supervisors of the Company nor their
respective associates had a material interest, either directly or
indirectly, in any transaction, arrangement or contract of
significance to the business of the Group to which the Company, or

any of its subsidiaries was a party during the year.
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CONTROLLING SHAREHOLDER'S INTERESTS IN
CONTRACTS OF SIGNIFICANCE

Save for the information disclosed under this annual report, there
was no other contract of significance between the Group and the
Company's controlling shareholder (the “Controlling Shareholder”)
or any of its subsidiaries subsisted at the end of the year or at any

time during the year.

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS
AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2018, none of the Directors and the Company'’s
chief executive, and their respective associates had any interests in
the Shares in and underlying shares of the Company and its
associated corporations (within the meaning of Part XV of the SFO)
which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which they are taken or
deemed to have been taken under such provisions of the SFO) or
pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (“Model Code”), or were required to be
entered in the register kept by the Company pursuant to Section
352 of the SFO.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY

As at 31 December 2018, so far as the Directors are aware of, the

interests or short positions of the persons and corporations in the

Shares or underlying Shares which would fall to be disclosed to the

FERRRAQF RS RARRKRGHERS

)58 ¥

REIZ-N\F+-A=1+—RH BEEME BHEA

TRZEAERBROKAEROTEEREES IR

T PIEE XV EREE 2 )R 56 3 ) &b 2 SR AR B HER 2

Company under provisions of Divisions 2 and 3 of Part XV of the  #EzslAB T ¢
SFO were as follow:
Approximate
percentage  Approximate
of the percentage
Nature of Number of  Type of respective of total
Name of Shareholder interest Shares held  shares type of shares  issued shares
HERT
EEERBZ LSt
RRES 2B BEREME BFERHEE ROER BAELE BATL
(Note 1)
(P71
Hao Tian Investment (China) Beneficial owner 312,068,670 (L)  Domestic Shares 69.35 51.09
Company Limited (Note 2)
ZABE(RE)BRAA EGBEBA REGGEN))
Li Shao Yu Interest in controlled 312,068,670 (L)  Domestic Shares 69.35 51.09
corporation (Note 2)
FhF Rt B ER REGGEN))
Interest in controlled 53,991,000(L)  H Shares (Note 3) 33.58 8.84
corporation
Rt B ER H& (F3E3)
Asia Link Capital Investment Interest in controlled 312,068,670 (L)  Domestic Shares 69.35 51.09
Holdings Limited corporation (Note 2)
THAIEERERAR Rt EEER RECIGEN))
Interest in controlled 53,991,000(L)  H Shares (Note 3) 33.58 8.84
corporation
Rt EEER H & (f3E3)
Hao Tian Corporation Limited Beneficial owner 53,991,000(L)  H Shares (Note 3) 33.58 8.84
ZREEBRAA EGBEBA H & (F3E3)
Hao Tian Development Group Interest in controlled 53,991,000(L)  H Shares (Note 3) 33.58 8.84
Limited corporation
ZREREEBRAA Rt EEER H & (F3E3)
Interest in controlled 312,068,670 (L)  Domestic Shares 69.35 51.09
corporation (Note 2)
R B ER REGIGEN))
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FERRRAQATRG RAEABERONVES

SHORT POSITIONS IN SHARES AND UNDERLYING k%R (&
SHARES OF THE COMPANY (continued)
Approximate
percentage  Approximate
of the percentage
Nature of Number of  Type of respective of total
Name of Shareholder interest Shares held  shares type of shares  issued shares
HERT
EEERGDZ gy
RRES/ 2B BEHE FERGYEE RHER BRESL BRAESH
(Note 1)
(PzE1)
Chan Yuk Ming Beneficial owner/ 42,800,000 (L)  H Shares (Note 4) 26.62 7.01
Interest in controlled
corporation/founder of
a discretionary trust
BEH BEnEa A/ ZEEE H& (Fi5E4)
%/ 2 RIETAIMA
Theme Link Investments Ltd. Beneficial owner 12,700,000 (L) H Shares (Note 4) 7.90 2.08
EREEA H& (Fi5E4)
Evisu (PTC) Limited Trustee 29,400,000 (L)  H Shares (Note 5) 18.28 481
ZFEA HAx (FiiEES5)
Pacific Success Holdings Limited  Interest in controlled 29.400,000(L)  H Shares (Note 5) 18.28 481
corporation
Rt B ER H & (Ff3E5)
Evergreen International Interest in controlled 29.400,000(L)  H Shares (Note 5) 18.28 481
Holdings Limited corporation
Rt B ER H & (FfT3E5)
Sunsonic Holdings Limited Interest in controlled 29,400,000 (L)  H Shares (Note 5) 18.28 481
corporation
Rt B ER H & (FfF3E5)
Joy Business Investments Limited  Beneficial owner 29,400,000 (L)  H Shares (Note 5) 18.28 481
EREEA H & (FfT3E5)
Hong Jinjing Interest in controlled 17,840,000 (L)~ H Shares (Note 6) 11.89 292
HER corporation
Rt EEER H & (FfizE6)
Sky Success Venture Holdings Beneficial owner 17,840,000 (L)  H Shares (Note 6) 11.89 292

Limited

i

H#HEAA

I

HIE (FifEE6)
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SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY (continued)

Notes:

24

The letter “L" denotes a person'’s or a corporation’s long position in the
Shares and “S" denotes a person’s or a corporation’s short position in the
Shares.

Hao Tian Investment (China) Company Limited was wholly owned by Hao
Tian Investment (Hong Kong) Limited, which was in turn wholly owned by
Long Xin Holdings Limited, which was in turn wholly owned by Hao Tian
Development Group Limited. Hao Tian Development Group Limited was
owned by Asia Link Capital Investment Holdings Ltd as to approximately
57.93%. Asia Link Capital Investment Holdings Ltd was wholly owned by
Ms. Li Shao Yu.

Hao Tian Corporation Limited was wholly owned by Yixin Investments
Limited, which was in turn wholly owned by Hao Tian Development Group
Limited. Hao Tian Development Group Limited was owned by Asia Link
Capital Investment Holdings Ltd as to approximately 57.93%. Asia Link
Capital Investment Holdings Ltd was wholly owned by Ms. Li Shao Yu.

Of the 42,800,000 H Shares in which Mr. Chan Yuk Ming (“Mr. Chan") was
interested or deemed to be interested in, 700,000 H Shares were held by
him personally, 12,700,000 H Shares are held by Theme Link Investments
Ltd., a company wholly-owned by Mr. Chan, and 29,400,000 H Shares were
held by Joy Business Investments Limited, a company wholly-owned by
Sunsonic Holdings Limited which is a company indirectly owned by Evisu
(PTC) Limited, the trustee of a discretionary trust of which Mr. Chan was a
founder (please see Note 5 below).

The abovementioned 29,400,000 H Shares were held by Joy Business
Investments Limited, a company wholly-owned by Sunsonic Holdings
Limited which was in turn wholly-owned by Evergreen International
Holdings Limited (“Evergreen”), a company the shares of which are listed
on the Hong Kong Stock Exchange under stock code 238. Evergreen was
owned as to 51% by Pacific Success Holdings Limited, a company wholly-
owned by Evisu (PTC) Limited which was the trustee of a discretionary
trust of which Mr. Chan was a founder.

Mr. Hong Jinjing holds 42.00% equity interest in registered capital of Sky
Success Venture Holdings Limited. Accordingly, Mr. Hong Jinjing is
deemed to be interested in the 17,840,000 Shares held by Sky Success
Venture Holdings Limited by virtue of SFO.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save for those disclosed in the paragraphs headed and "Directors’
and chief executive's interests and short positions in Shares and
underlying Shares” in this Directors’ report in this annual report, at
no time during the year were rights to acquire benefits by means of
the acquisition of shares in or debentures of the Company granted
to any of the Directors or their respective spouses or minor
children, or were any such rights exercised by them; or was the
Company or any of its subsidiaries a party to any arrangement to
enable the Directors to acquire such rights in any other body

corporate.
SUFFICIENCY OF PUBLIC FLOAT

As at the latest practicable date prior to the issue of this annual
report, the Company has maintained the prescribed public float
under the Listing Rules based on the information that is publicly
available to the Company and within the knowledge of the
Directors.

CONNECTED TRANSACTION

Hao Tian Investment (China) Company Limited (2 X2 & (R El)E
[RA7]), the Controlling Shareholder entered into four loan
agreements with the Company to provide interest-free unsecured
working capital loan total RMB20 million to the Company for
general working capital purposes and to support the daily
operation and expansion plan. As at 31 December 2018, the
outstanding amount of loan payable to the Controlling Shareholder
was approximately RMB14 million (2017: RMB20 million) repayable
on demand.

As at 31 December 2018, amount due to Hao Tian Management
(Hong Kong) Limited amounts to approximately RMB3 million (2017:
RMB316,000).

Details of the related party transactions of the Company in FY2018
and undertaken in the usual course of business are set out in note
32 to the consolidated financial statements. None of these related
party transactions constitutes a discloseable connected transaction
as defined under the Listing Rules. The Company confirms that it
has complied with the disclosure requirements in accordance with
Chapter 14A of the Listing Rules.
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MANAGEMENT CONTRACTS

No contracts of significance concerning the management and
administration of the whole or any substantial part of the business

of the Company were entered into or existed during the year.

DIRECTORS’ AND SUPERVISORS’ INTEREST IN
COMPETING BUSINESS

None of the Directors or supervisors of the Company or their
respective associates had engaged in or had any interest in any
business which competes or may compete with the business of the
Group.

CHARITABLE DONATIONS

During FY2018, the Group did not make any charitable and other
donations.

AUDIT COMMITTEE, REMUNERATION COMMITTEE
AND NOMINATION COMMITTEE

Details of the Audit Committee, Remuneration Committee and
Nomination Committee are set out in section headed “Corporate

Governance Report” of this annual report.
REVIEW BY AUDIT COMMITTEE

The Audit Committee together with the management have
reviewed the accounting principles and practices adopted by the
Group and the audited consolidated financial statements of the
Company in FY2018.
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AUDITOR

Following the resignation of ZHONGHUI ANDA CPA Limited as
auditors of the Company on 13 February 2019, BDO Limited
("BDO") was appointed as the auditor of the Company on 14
February 2019 to fill in the vacancy. The consolidated financial
statements of the Company for the year ended 31 December 2018
were audited by BDO. A resolution will be proposed at the
forthcoming annual general meeting to re-appoint BDO as the
auditor of the Company.

For the details, please refer to the announcement of the Company

dated 15 February 2019 published on the website of the Stock
Exchange and the website of the Company.

On behalf of the Board

Xu Hai Ying
Executive Director

Quanzhou, PRC, 20 March 2019
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Dear Shareholders:

On behalf of the Supervisory Committee of the Company, | would
like to present to the general meeting the work report of the

Supervisory Committee for the year 2018.

In 2018, the fourth session of the Supervisory Committee of Fujian
Nuogi Co., Ltd. (hereinafter referred to as the “Company”)
earnestly performed its duties in compliance with the relevant
national laws and regulations as well as the articles of association of
the Company, highlighted its supervisory function over the financial
position and senior management of the Company, and carried out
its works by abiding to the objective of safeguarding the interests
of the Shareholders.

We hereby report the work performed by the Supervisory
Committee of the Company for the year 2018 as follows:

(1) INDEPENDENT OPINION OF THE
SUPERVISORY COMMITTEE ON THE LAWFUL
OPERATION OF THE COMPANY

The Supervisory Committee is of the view that the Company
had complied with the legal requirements in its management
and operation during 2018 and that the Directors and
managers of the Company had fulfilled their duties without
violating any laws, regulations and articles of association of
the Company or performed any behaviours that were

detrimental to the interests of the Company.
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(2)

(3)

Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

SUPERVISORY COMMITTEE REPORT

INDEPENDENT OPINION OF THE
SUPERVISORY COMMITTEE ON THE
INSPECTION OF THE FINANCIAL POSITION OF
THE COMPANY

The Supervisory Committee is of the opinion that BDO
expressed its unqualified opinions that the consolidated
financial statements give a true and fair view of the
consolidated financial position of the Group as at 31
December 2018, and of its consolidated financial performance
and its consolidated cash flows for the year then ended in
accordance with International Financial Reporting Standards
("IFRSs") issued by the International Accounting Standards
Board and have been properly prepared in compliance with
the disclosure requirements of the Hong Kong Companies

Ordinance.

INDEPENDENT OPINION OF THE
SUPERVISORY COMMITTEE ON THE AUDIT
OPINION OF ACCOUNTING FIRM

The consolidated financial statement of the Company for the
year 2018 was audited by BDO and an audit report of
unqualified opinion was issued thereon. The Supervisory
Committee had no objection to the audit opinion and the

report.

We hereby present this report for the Shareholders’

consideration.

Fujian Nuoqi Co., Ltd.

Supervisory Committee

Quanzhou, PRC, 20 March 2019
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CORPORATE GOVERNANCE REPORT

TEERRE

CODE OF CORPORATE GOVERNANCE PRACTICE

The Company has adopted the Corporate Governance Code (the
"Code") contained in Appendix 14 to the Listing Rules as its own
code of corporate governance. During the year ended 31
December 2018, the Company has complied with the code
provisions under the Code, except for the deviation from the code
provision A.2.1. Key corporate governance principles and practices
of the Company as well as details relating to the foregoing

deviation are summarised below.

Pursuant to code provision A.2.1 of the Code, the responsibilities
between the chairman and the chief executive officer should be
segregated and should not be performed by the same individual.
However, since the resolution passed on an extraordinary general
meeting convened on 21 April 2017 that Mr. Ding Hui was removed
as a Director, Mr. Zhang Aiping, a then executive Director, has
been elected as the chairman of the Board. On 27 June 2017, the
Board has resolved to appoint Mr. Xu Hai Ying, an executive
Director, as the chairman of the Board. On the other hand, the
Board has yet to appoint the chief executive officer of the
Company. The Board will keep reviewing the current structure of
the Company from time to time and should a candidate with
suitable knowledge, skill and experience be identified, the
Company will make appointment to fill the post of the chief
executive officer as appropriate and will make further

announcement in due course.
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the "Model Code”) as
set out in Appendix 10 to the Listing Rules as the code of conduct
for Directors in their dealings in the securities of the Company.
Having made specific enquiry by the Company to the Directors,
they confirmed that they have complied with the required standard
of dealings as set out in the Model Code during FY2018.

BOARD OF THE DIRECTORS

The Board is currently constituted by six members, including two
executive Directors, one non-executive Director and three
Independent non-executive Directors. The composition of the
Board is as follows:

Executive Directors

Mr. Xu Hai Ying (Chairman)
Mr. Sit Hon Wing

Non-executive Director

Mr. Han Huiyuan

Independent non-executive Directors
Mr. Chan Ming Sun Jonathan

Mr. Lee Chi Hwa Joshua
Mr. Mak Yiu Tong

TEERRE

ETRERZNERESTA

ARBERALETRAME0MAE LHETAES
HEITEFR %E’]TT ETRI([RESFR)) - ERES

BEEARQA: %Hvﬁ’ﬁ;*r?ﬁlh%&?$@ﬂrﬁ]%${”ﬁ
A E; ’EW%: WERHER T \MBRFE
FEBRIR? TH'JFﬁﬁ?-iE%E)ETT/E(’

EEE

EReRRHABKERK  BEMBNTES  —
FHRTESR=RBUFNTES -EFENAE
BT

BITES

AEEEE(EER)
B i

EHITES
BERELE
BYFHTES
BREGLE A

FERELE

Annual Report 2018 &% 31



Fujian Nuogji Co., Ltd. ® BE#FRHER AR

CORPORATE GOVERNANCE REPORT

TEERRE

BOARD OF THE DIRECTORS (continued)

Function

The Board is responsible for the oversight of the management of
the Company’s business and affairs with the objective of enhancing

shareholder value.

The Board is also responsible for performing corporate governance
duties including the developing, reviewing and monitoring of the
Company's corporate governance policies and practices, training
and continuous professional development of Directors and senior
management, the Company'’s policies and practices on compliance
with legal and regulatory requirements, the compliance of the
Model Code and compliance manual applicable to employees and

Directors.

Daily operations, business strategies and administration are
delegated to the executive Directors and the management with
divisional heads responsible for different aspects of the business.
When the Board delegates different aspects of its management
and administrative functions to the senior management, it has given
clear directions in relation to the scope of powers of the senior
management. Although the Board is not involved in the Company’s
day-to-day operations, it does have a formal schedule of matters
reserved for its own decision, as defined in its terms of reference,

which are available on the Company’s website.
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CORPORATE GOVERNANCE REPORT
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BOARD OF THE DIRECTORS (continued) EEa(B)
Board meetings Exaes

During the year ended 31 December 2018, 13 meetings were held #HEZFT—-N\F+_A=+—HILFE E=g
by the Board. The attendance record of each Director is set out 177 13X &% ° Xé%ﬁ}*é;ﬁﬂﬁ%/ﬁﬁmw
below:

Name of Board members Number of attendance Number of meetings
Examans H IR B SRR
Mr. Xu Hai Ying 13 13
BT E

Mr. Sit Hon Wing 13 13
BOESREE

Mr. Han Huiyuan 9 13
PREREE

Mr. Chan Ming Sun Jonathan 13 13
BREELE S

Mr. Lee Chi Hwa Joshua 13 13
FEELL

Mr. Mak Yiu Tong 13 13
Notice of regular Board meetings is served to all Directors at least EHEFEEZMBHNERAMTD14AXEDE

14 days before the meetings while reasonable notice is generally EH MEMEBEEFEEZ —RSETAEBM-

given for other Board meetings.
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BOARD OF THE DIRECTORS (continued)

Independent non-executive Directors

Pursuant to Rule 3.10(1) and Rule 3.10(2) of the Listing Rules, every
listed issuer is required to have at least three independent
non-executive Directors, at least one of whom must have
appropriate professional qualifications, or accounting or related
financial management expertise. The Company complied with
these requirements throughout the year ended 31 December 2018,
with three independent non-executive Directors, which represented
more than one-third of the entire Board; and more than one of
them has appropriate professional qualifications in accounting or
related financial management expertise. Each of the independent
non-executive Directors has confirmed his independence pursuant
to Rule 3.13 of the Listing Rules. The Board is of the view that all
independent non-executive Directors meet the guidelines set out
in Rule 3.13 of the Listing Rules and are independent pursuant to

the requirements of the guidelines.
Chairman and Chief Executive Officer

The chairman is responsible for leading the Board and is also
responsible for overseeing effective functioning of the Board and
application of good corporate governance practices and
procedures. Whereas the role of chief executive officer focuses on
implementing objectives, policies and strategies approved and
delegated by the Board.

As mentioned in the section headed “Code of corporate

governance practice” above, the Board has yet to appoint the chief

executive officer of the Company.
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BOARD OF THE DIRECTORS (continued)

Appointment, re-election and removal

A Director shall have a term of office of three years and shall be
entitled to be re-appointed when the term of office expires
provided that the term of office of independent non-executive
Directors shall not exceed six years. The Company has entered into
service agreements with each of the executive Director and non-
executive Director with a term of three years. The appointment and
removal of Directors shall be approved by shareholders at
shareholders’ meeting. The current Directors appointed by the
Board shall hold office until the next annual general meeting of the

Company and be subject to re-election at such meeting.

A Director may be removed by an ordinary resolution of the
Company before the expiration of his term of office and the

Company may by ordinary resolution appoint another in his place.
Directors’ continuous training and development

Pursuant to the Code, all Directors should participate in continuous
professional development to develop and refresh their knowledge
and skills. This is to ensure that their contribution to the Board
remains informed and relevant. During FY2018, the Company has
circulated and the Directors have received updates on changes and

development on relevant laws and regulations for their reference.

COMMITTEES OF THE BOARD

Remuneration Committee

The remuneration committee of the Company (“Remuneration
Committee”) comprises one executive Director and two
independent non-executive Directors, namely, Mr. Mak Yiu Tong,
Mr. Xu Hai Ying and Mr. Lee Chi Hwa Joshua, Mr. Mak Yiu Tong is
the chairman of the Remuneration Committee. The Remuneration
Committee is responsible for making recommendations to the
Board on the remuneration of the Directors and senior
management and specific remuneration packages and conditions
of employment for the Directors and senior management and
evaluating and making recommendations on employee benefit

arrangements.
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COMMITTEES OF THE BOARD (continued)

Remuneration Committee (continued)

The remuneration of Directors is determined by the Board, upon
recommendation of the Remuneration Committee with reference
to the Directors’ qualifications, experience, duties, responsibilities

and performance and results of the Group.

The terms of reference of the Remuneration Committee are posted
on the websites of the Company and Stock Exchange.

During FY2018, the Remuneration Committee had held one
meeting. The attendance records of the members of the

Remuneration Committee are summarised below:

EENFHIAESSLSZEENER KR B
% BERKBEURAREENEER  REFMEE
ENHEBEERET -

FMEZ e BREE SN AR R LB A

R-ZF—)\MREE  FMZEERTT —RE& -
¥FMZEeKBHESHENERMANT

Attendance/Numbers

of meetings

HESRAH FRAH
Mr. Mak Yiu Tong (Chairman) BRRLE (FE) 7
Mr. Lee Chi Hwa Joshua PRES 11
Mr. Xu Hai Ying Bk E 11

Nomination Committee

The Company established the Nomination Committee on 16
December 2013 with written terms of reference in compliance with
the Code.

The nomination committee of the Company (“Nomination
Committee”) comprises one executive Director and two
independent non-executive Directors, namely, Mr. Mak Yiu Tong,
Mr. Xu Hai Ying and Mr. Chan Ming Sun Jonathan, Mr. Mak Yiu
Tong is the chairman of the Nomination Committee. The
Nomination Committee is responsible for making
recommendations to the Board on the appointment of Directors.
The Committee is also responsible for reviewing the structure, size
and composition (including the skills, knowledge and experience)
of the Board at least annually; assessing the independence of the
independent non-executive Directors; and evaluating the
effectiveness and implementation of the Board Diversity Policy (see

below).
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COMMITTEES OF THE BOARD (continued)

Nomination Committee (continued)

The terms of reference of the Nomination Committee are posted

on the websites of the Company and Stock Exchange.

During FY2018, the Nomination Committee had held one meeting.
The attendance records of the members of the Nomination

Committee are summarised below:

TRERGHRS
EEZE82(H)
REEAS (H)

REZBENBRRE T ENA QR KRBT -

RZZE-N\FBEFE  REZEESRITT —REFE -
REZEERELFEHNBE LM ZZDT
Attendance/Numbers

of meetings

HESBEAE FBRY

Mr. Mak Yiu Tong (Chairman) BRELRE (FE)
Mr. Chan Ming Sun Jonathan PREqLE A
Mr. Xu Hai Ying FBELE

Audit Committee

The audit committee of the Company currently comprises three
independent non-executive Directors, namely Mr. Chan Ming Sun
Jonathan, Mr. Lee Chi Hwa Joshua and Mr. Mak Yiu Tong. Mr. Chan
Ming Sun Jonathan is the chairman of the audit committee of the
Company. The audit committee is primarily responsible for the
review and supervision of the financial reporting system, risk
management and internal control systems of the Group. It has
reviewed the accounting principles and practices adopted by the
Group and the audited consolidated financial statements of the

Company for the year ended 31 December 2018.
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COMMITTEES OF THE BOARD (continued)

Audit Committee (continued)

During FY2018, the Audit Committee had held 2 meetings. The
attendance records of the members of the Audit Committee are

summarised below:

EEZEE(H)
BREEE(E)

RIZZB-\FHRFE EXZEGRTTMR
& ERZBENEBHREERNBRBMMNT

18

Attendance/Numbers
of meetings during

the Reporting Period

RB|BEHR

HEEBRY EBRH

Mr. Chan Ming Sun Jonathan (Chairman) PREQLE A () 2/2
Mr. Lee Chi Hwa Joshua FRELE 2/2
Mr. Mak Yiu Tong BRREEE 2/2

BOARD DIVERSITY POLICY

The Company adopted a policy concerning diversity of board
members ("Board Diversity Policy”) on 16 December 2013. The
Company recognises and embraces the benefits of having a diverse
Board to enhance its operating results and quality of its

performance.

With a view to achieving a sustainable and balanced development,
the Company sees increasing diversity at the Board level as an
essential element in supporting the attainment of its strategic
objectives and its sustainable development. When determining the
composition of the Board, board diversity will be considered from a
number of aspects, including but not limited to gender, age,
cultural and educational background, ethnicity, professional
experience, skills, knowledge and length of services. All Board
appointments will be based on meritocracy, and candidates will be
considered against objective criteria, having due regard for the
benefits of diversity on the Board.

Selection of candidates will be based on a range of diversity
perspectives, including but not limited to gender, age, cultural and
educational background, ethnicity, professional experience, skills,
knowledge and length of service. The ultimate decision will be
based on merit and contribution that the selected candidates will
bring to the Board.
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COMPANY SECRETARY

In view of the resignation of Mr. Law Geoff Chun Mo as the
company secretary of the Company with effect from 1 January 2019,
the Board has appointed Mr. Leung Ka Kit as the company
secretary of the Company with effect from 1 January 2019.

The company secretary plays an important role in supporting the
Board by ensuring good information flow within the Board and that

board policy and procedures are followed.

All Directors may access to the advice and services of the company
secretary who regularly updates the Board on governance and
regulatory matters and should also facilitate induction and

professional development of Directors.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the functions set out in the

code provision D.3.1 of the Code.

The Board has reviewed the Company’s corporate governance
policies and practices, training and continuous professional and
development of the Directors and senior management of the
Group, the Company’s policies and practices on compliance with
legal and regulatory requirements, the compliance with the Model
Code, and the Company’s compliance with the Code and

disclosure in this Corporate Governance Report.

FINANCIAL REPORTING

The Board are responsible for the preparation of financial
statements for each financial period which give a true and fair view
of the state of affairs of the Group. In preparing the financial
statements for the year ended 31 December 2018, the Directors
have reviewed and applied suitable accounting policies, adopted
appropriate International Financial Reporting Standards and
International Accounting Standards, made adjustments and
estimates that are prudent and reasonable, and have prepared the
accounts on a going concern basis. The Directors are also
responsible for keeping proper accounting records which reflect

the financial information of the Group with reasonable accuracy.
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FINANCIAL REPORTING (continued)

The Directors are not aware of any material uncertainties relating to
events or conditions that may cast significant doubt upon the

Company's ability to continue as a going concern.

The statement of the independent auditors of the Company about
their reporting responsibilities on the financial statements is set out
in the section headed “Independent Auditor’'s Report” in this

annual report.
EXTERNAL AUDITORS

External auditors’ responsibility is to form an independent opinion,
based on their audit, on those financial statements and to report
their opinion solely to the Company, as a body, and for no other
purpose. They do not assume responsibility towards or accept

liability to any other person for the contents of the auditors’ report.

The Company engaged BDO as its external auditor for the year
ended 31 December 2018. The Audit Committee has been notified
of the nature and the service charges of non-audit services for the
agreed upon procedures in connection with annual results
announcement for the year ended 31 December 2018 and
considered that these non-audit services have no adverse effect on
the independence of the auditor. There was no disagreement
between the Board and the Audit Committee on the selection,
appointment, resignation or dismissal of the external auditor.
Details of the fees paid/payable to BDO during the Year are as

follows:

Nature of services
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Fee paid/payable

RISHIME e ENER
RMB'000

ARETIT

Audit services EZ R 245
Non-audit services JEEZ RS =
245
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board has overall responsibility for maintaining a sound and
effective risk management and internal control system and for
reviewing its effectiveness, particularly in respect of controls on
financial, operational, compliance and risk management, to

safeguard shareholders’ investment and the Group's assets.

The Company has developed its disclosure policy which provides a
general guide to the Directors, the Company's officers, senior
management and relevant employees in handling confidential
information, monitoring information disclosure and responding to
enquiries. Control procedures have been implemented to ensure
that unauthorised access and use of inside information are strictly
prohibited.

The internal control system is designed to provide reasonable, but
not absolute, assurance. The system aims to eliminate, or otherwise

manage, risks of failure in achieving the Company’s objectives.

During the year, the internal audit department performed regular
financial and operational review and recommending necessary
actions to the management. The works carried out by the internal
audit department ensure the risk management and internal control
measures are in place and function properly as intended. The
internal audit department reports the internal audit plan and results
to the Audit Committee directly.

The Audit Committee assists the Board in leading the management
and overseeing their design, implementation and monitoring of the
risk management and internal control systems. The management
has reported and confirmed to the Board and the Audit Committee
on the effectiveness of the risk management and internal control
systems during the year ended 31 December 2018.
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RISK MANAGEMENT AND INTERNAL CONTROL
(continued)

No material issues on the Group's internal control system have
been identified and reported to the Audit Committee by the
Group's internal audit department and the Company’s external
auditors during the year which required significant rectification
measures. The Board considered that the Group's risk management
and internal control systems for financial reporting and Listing Rules

compliance are effective and adequate.
REGULATORY COMPLIANCE

As disclosed under the section headed “Directors’ continuous
training and development” in this annual report, the Directors have

sufficient up-to-date knowledge of relevant laws and regulations.

The Company had engaged external professional advisers,
including legal advisers, to render professional advice as to
compliance with the statutory requirements applicable to the

Group from time to time.

COMMUNICATION WITH SHAREHOLDERS AND
INVESTORS

The Company believes that effective communication with
shareholders is essential for enhancing investor relations and
investors’ understanding of the Group's business performance and
strategies. The Group also recognises the importance of
transparency and timely disclosure of corporate information, which
enables shareholders and investors to make appropriate investment

decisions.

The members of the Board and committees of the Board and the
external auditor will be present to answer shareholders’ questions
in the annual general meetings of the Company. Circulars will be
distributed to all shareholders before the annual general meeting
and any special general meetings in accordance with the timeline
requirement as laid down in the Listing Rules and the articles of
association of the Company. All the resolutions proposed to be
approved at the general meetings will be taken by poll and poll
voting results will be published on the websites of the Stock

Exchange and the Company after the relevant general meetings.
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COMMUNICATION WITH SHAREHOLDERS AND
INVESTORS (continued)

As a channel to promote effective communication, the Group
maintains a website where information on the Company’s
announcements, financial information and other information are
posted. Shareholders and investors may write directly to the
Company at its principal place of business in Hong Kong with any

enquires.

SHAREHOLDERS' RIGHTS
Convening of extraordinary general meeting on
requisition by Shareholders

The shareholders, individually or collective holding not less than
10% of the paid-up capital of the Company, may by written
requisition request the Board to convene an extraordinary general
meeting. The Board shall within 10 days after the receipt of the
written requisition provide a written reply as to whether an
extraordinary general meeting will be convened in respect of the

written requisition received.

If the Board do not within 10 days from the date of the deposit of
the requisition proceed to convene a meeting, the requisitionists
may by written requisition request the supervisory committee of the
Company (“Supervisory Committee”) to convene an extraordinary

general meeting.

In the event that the Supervisory Committee did not provide a
notice of extraordinary general meeting within the specified
timeframe, the Supervisory Committee shall be considered to be
unwilling to convene and preside over the extraordinary general
meeting. The shareholders that, either individually or jointly, hold
over 10% of shares of the Company for a period of 90 consecutive
days or more may at their sole discretion convene and preside over
the extraordinary general meeting in accordance with the articles of

association of the Company.

The requisition must state the purposes of the meeting, and must
be signed by the requisitionists and deposited at the company
secretary of the Company at the Company'’s principal place of
business at Rooms 4901, 4938-4940, 49/F Sun Hung Kai Centre, 30
Harbour Road, Wanchai, Hong Kong and may consist of several

documents in like form each signed by one or more requisitionists.
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SHAREHOLDERS' RIGHTS (continued)
Convening of extraordinary general meeting on
requisition by Shareholders (continued)

The request will be verified with the Company’s share registrars and
upon their confirmation that the request is proper and in order, the
company secretary of the Company will ask the Board to include

the resolution in the agenda for the extraordinary general meeting.

Procedures for putting forward proposals at general
meetings by Shareholders

To put forward proposals at an AGM or extraordinary general
meeting, the shareholders, individually or collective holding not
less than 3% of the paid-up capital of the Company, should submit
a written notice of those proposals 10 days before the holding of
such meeting to the company secretary of the Company at the
Company's principal place of business at Rooms 4901, 4938-4940,
49/F Sun Hung Kai Centre, 30 Harbour Road, Wanchai, Hong Kong.
The contents of the proposals to be raised shall be within the scope
of duties of the general meetings. It shall have a clear topic and
specific matters to be resolved on, and shall be in compliance with
relevant requirements of the laws, administrative regulations and

the articles of association of the Company.

Procedures for directing Shareholders’ enquiries to the
Board

Shareholders may at any time send their enquiries and concerns
with contact information of the requisitionists to the Board in
writing through the company secretary of the Company by mail to
the Company'’s principal place of business in Hong Kong at Rooms
Room 4901, 4938-4940, 49/F Sun Hung Kai Centre, 30 Harbour
Road, Wanchai, Hong Kong.
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF FUJIAN NUOQI CO., LTD.
(A joint stock limited company incorporated in the People’s
Republic of China with limited liability)

OPINION

We have audited the consolidated financial statements of Fujian
Nuogi Co., Ltd. (the “Company”) and its subsidiary (together the
"Group"”) set out on pages 53 to 151, which comprise the
consolidated statement of financial position as at 31 December
2018, and the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes in
equity and the consolidated statement of cash flows for the year
then ended, and notes to the consolidated financial statements,

including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group as
at 31 December 2018 and of its consolidated financial performance
and its consolidated cash flows for the year then ended in
accordance with International Financial Reporting Standards
("IFRSs") and have been properly prepared in compliance with the

disclosure requirements of the Hong Kong Companies Ordinance.
BASIS FOR OPINION

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

appropriate to provide a basis for our opinion.
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KEY AUDIT MATTERS

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

these matters.

Assessment of impairment of property, plant and
equipment and prepaid land lease payments

The carrying amount of the Group's property, plant and equipment
and prepaid land lease payments as at 31 December 2018
amounted to RMB54,077,000 and RMB9,851,000 respectively. The
Group sustained a loss for the year ended 31 December 2018 of
RMB 19,496,000. Accordingly, management considered that there
were indicators of potential impairment of property, plant and

equipment and prepaid land lease payments.

Management performs an impairment assessment when indicators

of impairment are identified.

Management determined the recoverable amounts based on the
higher of fair value less costs to sell and value in use. When
performing an impairment assessment, management uses the fair
value less costs to sell and compares the aggregate carrying values
of property, plant and equipment and prepaid land lease payments,
to determine the impairment loss which should be recognised for

the year, if any.

We identified the assessment of potential impairment of property,
plant and equipment and prepaid land lease payments as a key
audit matter because the impairment assessments prepared by
management are complex and contain certain judgmental and
subjective assumptions which may be inherently uncertain and

could be subject to management basis.
The determination of fair value less costs to sell requires the

exercise of significant management judgement in determining the

assumptions and parameters adopted.
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Refer to summary of significant accounting policies in Note 4,
critical accounting judgments and key sources of estimation
uncertainty in Note 5 and disclosure of property, plant and
equipment and prepaid land lease payments in Note 14 and 15 to

the consolidated financial statements respectively.
Our response:

Our procedure in relation to assess the impairment of property,
plant and equipment and prepaid land lease payments included

the following:

— understanding and evaluating management’s impairment
assessment on property, plant and equipment and prepaid

land lease payments;

—  assessing the independent valuer’s qualifications, experience
and expertise and considered their objectivity and

independence; and

— engaging our internal valuation specialists to assist us in
evaluating management’s impairment assessment
methodology, the key assumptions applied and calculations
contained with reference to the requirements of the prevailing

accounting standard.
Assessment of going concern assumption

As at 31 December 2018, the Group had net current liabilities of
RMB22,135,000 and the Group sustained a loss of RMB19,496,000
for the year then ended.

Notwithstanding the above, the consolidated financial statements
have been prepared by management on a going concern basis as,
in the opinion of the directors, the Group will have sufficient
working capital, recourse to financing to sustain its operations and

continue to operate as a going concern for the foreseeable future.

The directors of the Company evaluated the Group's ability to
continue as a going concern based upon an assessment of the
Group's cash position, a free cash flow forecast and its recourse to

various financing facilities.
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The preparation of a free cash flow forecast requires the exercise of
significant management judgement in assessing the relevant
businesses, particularly in relation to both qualitative and
quantitative factors about the sustainability of the businesses, the

business plans of the Group and the macroeconomic environment.

We identified management's use of the going concern assumption
in preparing the consolidated financial statements as a key audit
matter because the factors considered by the directors of the
Company in their evaluation on the Group's ability to continue as a
going concern are complex and contain certain judgemental
assumptions which may be inherently uncertain and could be

subject to management bias.

Refer to critical accounting judgments and key sources of
estimation uncertainty in Note 5 and basis of measurement and
going concern assumption in Note 2 to the consolidated financial

statements.
Our response:

Our procedure in relation to assess appropriateness of
management's preparation of the consolidated financial statements

on a going concern basis included the following:

— evaluating management'’s future plans for the businesses of
the Group and making inquires of management as to the
availability of loans and financing facilities for a period of at

least 12 months from the end of the reporting period;

— inspecting the relevant facility agreements in respect of the
loans granted by the Group's immediate holding company
and financial support by the Group's intermediate holding
company to identify key terms and assess the impact of these
terms, including repayment terms, on the Group's free cash

flow forecast and the consolidated financial statements;
—  confirming the terms of the loans and financing facilities with

the Group’s immediate holding company and intermediate

holding company;
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—  comparing data in management’s free cash flow forecast with
the relevant data, including forecast revenue, forecast
operating expenses and forecast capital expenditure, in the
financial budget and the businesses plan which was prepared

by management; and

— performing sensitivity analyses of the key assumptions
adopted in the free cash flow forecast and assessing the
impact of the changes in the key assumptions on the
conclusions reached and whether there were any indictors of

management bias.
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 include 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.

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

to report in this regard.
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INDEPENDENT AUDITOR’S REPORT

18 3 B B R

DIRECTORS’ RESPONSIBILITIES FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation and fair
presentation of these consolidated financial statements in
accordance with IFRSs 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.

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

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

contents of this report.

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

these consolidated financial statements.
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Fujian Nuogi Co., Ltd. ® {27 & RIHER QA

INDEPENDENT AUDITOR’S REPORT

As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional skepticism

throughout the audit. We also:

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

or the override of internal control.

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

opinion on the effectiveness of the Group's internal control.

o Evaluate the appropriateness of accounting policies used and
the reasonableness of accounting estimates and related

disclosures made by the directors.

o Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to
draw attention in our 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.
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INDEPENDENT AUDITOR’S REPORT

18 3 B B R

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

solely responsible for our audit opinion.

We communicate with 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 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

Wan Che Bun
Practising Certificate No. P05804

Hong Kong, 20 March 2019
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
GEEEkEMAZEIRER

For the year ended 31 December 2018 &2 =Z— \F+-_F=+—HILFE

2018 2017
ZE-N\E 2t F
Notes RMB’'000 RMB'000
{iEs AR®T T AREFT
Revenue PN 6 2,177 39,098
Cost of sales HEKA (2,237) (18,558)
Gross (loss)/profit (E18)/EF (60) 20,540
Other incomes Hilg A 7 1,697 415
Selling and distribution expenses HHE R HAX (1,258) (4,535)
Administrative and other expenses T R H AR (17,490) (14,083)
Expected credit loss on financial assets TREECRRAEEER (931) -
(Loss)/profit from operations s (B8), wmF (18,042) 2,337
Impairment losses on various assets ZIEEERERE (45) (5,203)
Finance costs BT R AR 8 (1,409) (3,027)
Loss before tax MRBLATES 18 9 (19,496) (5.893)
Income tax PSR 11 = -
Loss and total comprehensive income  ZR2AAEHE ABIEEREE
for the year attributable to the REHWHERHE
owners of the Company (19,496) (5,893)
Loss per share BREE 13
Basic (RMB per share) HEA (I ARE) (0.03) (0.01)
Diluted (RMB per share) BE (iR ARK) (0.03) (0.01)
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Fujian Nuogji Co., Ltd. ® BE#FRHER AR

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e M BARRER

At 31 December 2018 ®=Z—N\F+=-A=+—H

2018 2017
ZE-N\E —EZtF
Notes RMB’'000 RMB'000
B 5E AR®T R AREFT
Non-current assets FRBEE
Property, plant and equipment Y - BB MR AR 14 54,077 58,522
Prepaid land lease payments TERN T A BRI 15 9,615 9,851
63,692 68,373
Current assets REBEE
Inventories FE 17 50 2,258
Trade receivables FEWE 5 5018 18 - 68
Other receivables and prepayments B fE MR IA SR TR IR 19 1,179 2,772
Prepaid land lease payments TET T E FIR 15 236 236
Bank and cash balances RITRIBSER 20 488 90,258
1,953 95,592
Current liabilities RENAE
Trade payables JENE 538 21 642 663
Other payables and accruals HAh A 5RIE N EAH B B 22 6,528 1,739
Amount due to a fellow subsidiary RIS EPNGIE 23 2,611 316
Amount due to an intermediate holding  JEfFFR AR A RIFIA
company 23 323 -
Loan from a shareholder R E = 24 13,984 20,000
24,088 22,718
Net current (liabilities)/assets RE(AE) EEFE (22,135) 72,874
Total assets less current liabilities BREERRBEE 41,557 141,247
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e M BARRBR

At 31 December 2018 R =Z—N\F+=-A=+—H

2018 2017
—E-N\F —TLF
Notes RMB’000 RMB'000
M aE AR¥ T ARETF T
Non-current liabilities FRBEMF
Borrowings = 25 = 80,000
- 80,000
NET ASSETS BEEFE 41,557 61,247
Capital and reserves BEEAR#EE
Share capital R& 2R 26 122,159 122,159
Reserves G 27 (80,602) (60,912)
TOTAL EQUITY R 41,557 61,247

The consolidated financial statements on pages 53 to 151 were
approved and authorised for issue by the Board of Directors on 20
March 2019 and signed on its behalf by:

Xu Hai Ying
BT
Director

EF

EBERIAZERAVERRENR_ZE—NLF=A
“tHEESSHEREETE  THATALR
REBZCHRE

Sit Hon Wing
2210
Director

EF
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Fujian Nuogji Co., Ltd. ® BE#FRHER AR

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

REEREER

For the year ended 31 December 2018 #E T — N\F+_A=+—HILFE

Statutory
Share Share surplus  Accumulated
capital premium reserve losses Total
EE
RkEx  ROEER BHRE 2tER st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBTT ARBTT ARBTT ARETR
At 1 January 2017 RZZE—+%—HA—H 122,159 320,811 22,940 (398,770) 67,140
Total comprehensive income FRNEEREER
for the year - - - (5,893) (5,893)
At 31 December 2017 as RZE—+F+-A=+—H
originally presented B4 25 122,159 320,811 22,940 (404,663) 61,247
Initial application of IFRS 9 (note 3) & /Xl MBI B 75 R & B
F99% (H5E3) - - - (194) (194)
Restated at 1 January 2018 R-ZE-NE-A—-BEJ 122,159 320,811 22,940 (404,857) 61,053
Total comprehensive income FR2EERKE
for the year - - - (19,496) (19,496)
At 31 December 2018 RZB-NE+ZA=+—-H 122,159 320,811 22,940 (424,353) 41,557
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

CONSOLIDATED STATEMENT OF CASH FLOWS
RERERER

For the year ended 31 December 2018 #E-_Z—N\G+_A=+—HILFE

2018 2017
ZE-N\E —EZtF
RMB’000 RMB'000

AR®TRT AREBTET

Cash flows from operating activities RETHRERE
Loss before tax MR A S 18 (19,496) (5,893)
Adjustments for: A TR IERE -
Finance costs B TS PR AR 1,409 3,027
Depreciation e 4,010 3,947
Amortisation of prepaid land lease payments TEA L b FE & SR IE 3 236 236
Loss on disposal/write-off of property, e MEEmE - BER
plant and equipment ZEEE 437 416
Interest income FEUWA (195) (285)
Expected credit loss on financial assets CRAEBREERSE 931 -
Gain on disposal of a subsidiary HEME ATz Hzm = -
Written-down of inventories WomF & 45 4,922
(Reversal of)/impairment losses on trade FEUE 5 BR T N H At FE UL FN IR
and other receivables CREBIERE) (RERE (98) 281
Operating cash flows before working LEASEHINCERSRE
capital changes (12,721) 6,651
Change in inventories FEEY) 2,163 (4,463)
Change in trade receivables FEUE 5 7R IaE 166 (231)
Change in other receivables and prepayments  E i fE UL kT8 & FE 1< 5108 & ) 468 (211)
Change in trade payables JERE S RIEEE) (21) 328
Change in other payables and accruals H b fETFIE N ERT & RS 4,789 (1,012
Cash (used in)/generated from operations e (A FBRE (5,156) 1,062
Interest paid BEATHLE (1,409) (3,027)
Net cash used in operating activities RETHMARESFHE (6,565) (1,965)
& Less than RMB1,000 * LR AEH1,0007T
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Fujian Nuogji Co., Ltd. ® BE#FRHER AR

CONSOLIDATED STATEMENT OF CASH FLOWS

AERERER

For the year ended 31 December 2018 #E T — N\F+_A=+—HILFE

2018 2017
ZE-N\E —EZtF
RMB’'000 RMB’000
AR®T T AREFT
Cash flows from investing activities BRETBRERE
Purchase of property, plant and equipment BEME  BEREHE (2) (1,850)
Proceed from disposals of property, HEWE - BEKEE
plant and equipment FRiS3/1E - 115
Interest received BUHLE 195 285
Net cash generated from/(used in) BREFEE(FFA)
investing activities REeFE 193 (1,450)
Cash flows from financing activities BMEETHRESFRE
New borrowings raised g e - 80,000
Repayment of borrowings EEER (80,000) -
Advance from a fellow subsidiary RERRMBE AR 2R 2,295 316
Advance from an intermediate holding company 3 & F /"M 2% A 7] 2 5% 323 -
Repayment to a shareholder A AR B 38 X (6,666) -
Loan from a shareholder RREE 650 12,000
Net cash (used in)/generated from BEEE (FR),Frig
financing activities ReFE (83,398) 92,316
Net (decrease)/increase in cash and BERBEEEY
cash equivalents (R4),/ 18 B (89,770) 88,901
Cash and cash equivalents at beginning of year F#I& NIRSZEEY 90,258 1,357
Cash and cash equivalents at end of year ERBERBEESEEY 488 90,258
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR R M

For the year ended 31 December 2018 ZE =L — \F+_A=+—HILtFE

GENERAL INFORMATION

The Company was established in the People’s Republic of
China (the "PRC") on 14 October 2004 as a domestic
company with limited liability under the name of Quanzhou
City Nuogji Fashion Chain Sales Co., Ltd. (G 15 27 2t 8
#H 38 & A R 2 7]). On 22 January 2008, the Company was
renamed Fujian Nuogi Co., Ltd. (B & RN AR 2 A1) and
transformed into a joint stock company with limited liability.
The Company’s registered office is located at No. 55
Chongwen Road, Economic and Technical Development

Zone, Quanzhou, Fujian Province, the PRC.

The Company’s immediate and ultimate holding company is
Hao Tian Investment (China) Company Limited and Asia Link
Capital Investment Holdings Limited, which are established
and incorporated in the PRC and the British Virgin Islands
("BVI"), respectively.

The principal activities of the Company are investment
holding and retailing of men’s and women'’s casual apparels.
There were no significant changes in the nature of the

Group's principal activities during the year.

The Company’s ordinary shares (the "H Shares”) that are
approved for listing and trading on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) were listed on
the Stock Exchange on 9 January 2014 and have been
suspended for trading since 23 July 2014. As at 5 September
2016, the Company became a subsidiary of Hao Tian
Development Group Limited, whose shares were listed on the
Stock Exchange (stock code: 474).
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Fujian Nuogji Co., Ltd. ® BE#FRHER AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

For the year ended 31 December 2018 #E T — N\F+_A=+—HILFE

2.

60

BASIS OF PREPARATION

(a)

(b)

Statement of compliance

The financial statements have been prepared in
accordance with all applicable IFRSs, which collective
term includes all applicable individual IFRSs,
International Accounting Standards ("IASs”) and
Interpretations issued by the International Accounting
Standards Board (“IASB") and the requirements of the
Hong Kong Companies Ordinance. The financial
statements also comply with the applicable disclosure
provisions of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”). A summary of the
significant accounting policies adopted by the Group is
set out in note 4.

The IASB has issued certain new and revised IFRSs that
are first effective or available for early adoption for the
current accounting period of the Group and the
Company. Note 3 provides information on any changes
in accounting policies resulting from initial application
of these developments to the extent that they are
relevant to the Group for the current and prior
accounting periods reflected in the financial statements.

Basis of measurement and going concern
assumption

The financial statements have been prepared under the
historical cost basis.

As at 31 December 2018, the Group had net current
liabilities of approximately RMB22,135,000 (2017: net
current assets RMB72,874,000). In view of this
circumstance, the directors of the Company (the
"Directors”) have given careful consideration to the
future liquidity and performance of the Group and its
available sources of finance in assessing whether the
Group will have sufficient financial resources to continue
as a going concern.

As at 31 December 2018, the Group has loans from its
immediate holding company, Hao Tian Investment
(China) Company Limited, amounting to approximately
RMB13,984,000 (2017: RMB20,000,000), which are
repayable on demand.
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR R M

For the year ended 31 December 2018 BlZE —Z— \F+_A=+—HIFE

2. BASIS OF PREPARATION (continued)

(b)

Basis of measurement and going concern
assumption (Continued)

Based on the Group’s 2019 business plan and cash flow
forecast, the Directors believe the Group will generate
sufficient cash flows to meet its liabilities as and when
they fall due in the next twelve months. In preparing the
cash flow forecast, the Directors also consider the
Group's intermediate holding company, Hao Tian
Development Group Limited will continue to support
the Group to the extent necessary.

In view of the above, the Directors consider that the
Group will generate sufficient financial resources for its
working capital and capital expenditure requirements
and that it will be able to meet its financial obligations
as and when they fall due. Accordingly, the consolidated
financial statements have been prepared on a going
concern basis.

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

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

Judgements made by management in the application
of IFRSs that have significant effect on the consolidated
financial statements and major sources of estimation
uncertainty are discussed in Note 5.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

For the year ended 31 December 2018 #E T — N\F+_A=+—HILFE

2.

62

BASIS OF PREPARATION (continued)

(c)

(d)

Functional and presentation currency

The consolidated financial statements are presented in
Renminbi ("RMB"), which is the same as the functional
currency of the Company. All values are rounded to the

nearest thousand except when otherwise indicated.
Suspension of trading in shares of the Company

The trading of the shares of the Company on the Stock
Exchange has been suspended due to the unauthorised
acts discovered of Mr. Ding Hui, the former Chairman,
the former chief executive officer and executive director
of the Company. Reference is made to the Company’s
announcement dated 23 July 2014.

Reference to the Company’s announcement date 4
December 2017, the Company and Zhong Hong
Holdings Group Limited (the “Vendor"”) entered into the
sale and purchase agreement in relation to the
acquisition of the entire issued share capital in Zhong
Hong International Limited, (the “Target Company”)
which is a wholly-owned subsidiary of the Vendor with
consideration of HK$1,053,024,128 on 6 November
2017. The consideration shall be paid by the Company
by allotting and issuing to Vendor 1,541,878,659 new H
shares (the "Acquisition”).

The Target Company and its subsidiaries (the “Target
Group”) are principally engaged in the provision of
construction services, mainly as a general contractor for
residential construction projects, commercial and public
works construction projects, and industrial and other
construction projects in the PRC.
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2. BASIS OF PREPARATION (continued)

(d)

Suspension of trading in shares of the Company
(continued)

The Acquisition constitutes a reverse takeover for the
Company under Rule 14.06(6)(a) of the Listing Rules.
Accordingly, the Company will be treated as if it were a
new listing applicant. The Acquisition is therefore also
subject to the approval by the Listing Committee of a
new listing application to be made by the Company.
The Company filed the new listing application with the
Stock Exchange on 26 March 2018.

Reference to the Company’s announcement dated 31
January 2019, the Company has identified a
replacement sponsor for the purpose of the Acquisition,
and the replacement sponsor has been in
communication with Central China International Capital
Limited (“CCIC"), being the former sponsor, in order to
obtain relevant documents and information required by
the Stock Exchange and with the Target Group for the
purpose of the preparation and submission of the
renewed listing application.

Reference to the Company’s announcement dated 1
March 2019, the Company and Ever-Long Securities
Co., Ltd., the replacement sponsor, have entered into a
sponsor mandate on 27 February 2019 in relation to the
Acquisition.

2. mEEEGE)

(d)

FATRHEFEREE)

L b B IERE K T R AU ZE 14.06(6)() 1RIA
TARBMNRAKE - Bt - A28
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=t+—BHAE ARARCHWEEE
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3. APPLICATION OF NEW AND REVISED 3. EANTRKIEITERR B REEA
INTERNATIONAL FINANCIAL REPORTING
STANDARDS
(a) Adoption of new/revised IFRSs — effective 1 (a) ERMAFEKETEBRMBEREE
January 2018 Bl —=-NF-A—BEEX
The IASB has issued the following amendments to IFRSs Bt Bl Ee e mh FIRAE
that are first effective for the current accounting period RARDBARG BB G R EH R
of the Group and the Company: SRS 2R 2 & R]
Amendments to IFRS 2 Classification and measurement of EESBEEEL AR AERZZN
share-based payment transactions F25R 2B RHZDERGE
Amendments to IFRS 4 Applying IFRS 9, ‘Financial BB fsmE el HEEISHRE Rl
instruments’ with IFRS 4, F4R 285 F45 [RIEEH)
‘Insurance contracts’ — (R R BB A1 7%
WEERFE IR
[SRTA]
Amendments to IAS 40 Transfers of investment property AR EiRREE
EXILd )
IFRS 9 Financial instruments HESBREEl $@mIA
FW
IFRS 15 Revenue from contracts with BRI BmEEl BTPaflE
customers E15%
Amendments to IFRS 15  Clarifications to IFRS 15 RS EmEER BRI EREER
ENLY P4 ) ISR 2EE
Annual improvements  Amendments to IFRS 1 and IAS 28 —E-mEZE BB R S A
— 2014 -2016 Cycle —ZRERY E1RREREE
ZEEYE I 2855 2 183]
IFRIC 22 Foreign currency transactions and HEHBERERE IMRHRENNKE
advance consideration REERE
FE 25
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APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

(a) Adoption of new/revised IFRSs — effective 1
January 2018 (continued)

A IFRS 9 — Financial Instruments

(i)

Classification and measurement of financial
instruments

IFRS 9 replaces IAS 39 Financial Instruments:
Recognition and Measurement for annual
periods beginning on or after 1 January
2018, bringing together all three aspects of
the accounting for financial instruments: (1)
classification and measurement; (2)
impairment and (3) hedge accounting. The
adoption of IFRS 9 from 1 January 2018 has
resulted in changes in accounting policies of
the Group and the amounts recognised in
the consolidated financial statements.

The following tables summarised the impact,
net of tax, of transition to IFRS 9 on the
opening balance of accumulated losses as of
1 January 2018 as follows:

3. EAFITREETERMEREER
(&)

(a) R RETERMBREE
B—=2-NF-A-BEBEXRE)

A EBEBHREENEIN — 2/
TA

() ZEITAENSHLE

B R B 75 3R A5 ZE RN 2B 9 5 A
—E-NF—A—H%kz’&
Mz FEHEDRRBEEE
FHTERIE R T A « 7
RREFTE AHEeRIAS
AEEBEZ=EFE: (D
REtE 0 (QRE  REQ)EHH
et-gE—N\F—A—
H 8 5% 4 2 B B 75 3 15 2E )
FORBUMAEE ST HE
RiFEMBREzAERZ®
FINIREE) o

TR 8 0% = B B 7%
EEAFIFH —_T—N\F
—A— AW A EEFENE
BHFE (KRBT

RMB'000
ARETT
Accumulated losses Rt EE
Accumulated losses as at R-ZZE—+tF+-_A=+—H
31 December 2017 Z RiHEE 404,663
Increase in expected credit losses JEW B 5 /I8 I B fth FEU FRIE 2
("ECLs") in trade and other TEHIEEEE
receivables ([TEHEE B8 1) 1N 194
Restated accumulated losses as at R=ZF—NF—A—H2
1 January 2018 KRB RETER 404,857
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APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

(a) Adoption of new/revised IFRSs — effective 1
January 2018 (continued)

A IFRS 9 — Financial Instruments (continued)

0)

Classification and measurement of financial

instruments (continued)

IFRS 9 carries forward the recognition,
classification and measurement
requirements for financial liabilities from IAS
39, except for financial liabilities designated
at FVTPL, where the amount of change in fair
value attributable to change in credit risk of
the liability is recognised in other
comprehensive income unless that would
create or enlarge an accounting mismatch.
In addition, IFRS 9 retains the requirements
in IAS 39 for derecognition of financial assets
and financial liabilities. However, it eliminates
the previous IAS 39 categories for financial
assets of held to maturity financial assets,
loans and receivables and available-for-sale
financial assets. The adoption of IFRS 9 has
no material impact on the Group's
accounting policies related to financial
liabilities and derivative financial instruments.
The impact of IFRS 9 on the Group's
classification and measurement of financial

assets is set out below.
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APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

(a) Adoption of new/revised IFRSs — effective 1
January 2018 (continued)

A IFRS 9 — Financial Instruments (continued)

(i

Classification and measurement of financial

instruments (continued)

Under IFRS 9, except for certain trade
receivables (that the trade receivables do
not contain a significant financing
component in accordance with IFRS 15), an
entity shall, at initial recognition, measure a
financial asset at its fair value plus, in the
case of a financial asset not at fair value
through profit or loss (“FVTPL"), transaction
costs. A financial asset is classified as: (i)
financial assets at amortised cost
("amortised costs”); (ii) financial assets at fair
value through other comprehensive income
("FVOCI"); or (iii) FVTPL (as defined in
above). The classification of financial assets
under IFRS 9 is generally based on two
criteria: (i) the business model under which
the financial asset is managed and (ii) its
contractual cash flow characteristics (the
“solely payments of principal and interest”
criterion, also known as “SPPI criterion”).
Under IFRS 9, embedded derivatives is no
longer required to be separated from a host
financial asset. Instead, the hybrid financial
instrument is assessed as a whole for the

classification.

P& P 37 5T I A4S RT B PR Bt 3 3 o5 2 A

RANEHR] RETEBRTBEHEE
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APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

(a) Adoption of new/revised IFRSs — effective 1

January 2018 (continued)

A IFRS 9 — Financial Instruments (continued)

(i) Classification and measurement of financial

instruments (continued)

A financial asset is measured at amortised

cost if it meets both of the following

conditions are met and it has not been
designated as at FVTPL:

It is held within a business model
whose objective is to hold financial
assets in order to collect contractual

cash flows; and

The contractual terms of the financial
asset give rise on specified dates to

cash flows that meet the SPPI criterion.

A debt investment is measured at FVOCI if it
meets both of the following conditions and
it has not been designated as at FVTPL:

Annual Report 2018 3

It is held within a business model
whose objective is to achieved by both
collecting contractual cash flows and

selling financial assets; and

The contractual terms of the financial
asset give rise on specified dates to

cash flows that meet the SPPI criterion.
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APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

(a) Adoption of new/revised IFRSs — effective 1
January 2018 (continued)

A IFRS 9 — Financial Instruments (continued)

(i

Classification and measurement of financial

instruments (continued)

On initial recognition of an equity investment
that is not held for trading, the Group could
irrevocably elect to present subsequent
changes in the investment’s fair value in
other comprehensive income. This election
is made on an investment-by-investment
basis. All other financial assets not classified
at amortised cost or FVOCI as described
above are classified as FVTPL. This includes
all derivative financial assets. On initial
recognition, the Group may irrevocably
designate a financial asset that otherwise
meets the requirements to be measured at
amortised cost or FVOCI at FVTPL if doing
so eliminates or significantly reduces an
accounting mismatch that would otherwise

arise.

The following accounting policies would be
applied to the Group's financial assets as

follows:

Amortised cost

BEIHA AR
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Financial assets at amortised cost are subsequently measured using the

effective interest rate method. Interest income, foreign exchange gains

and losses and impairment are recognised in profit or loss. Any gain on

derecognition is recognised in profit or loss.

REERATEZ SRMEBERRABRAFEE - FIBEA - SMNEKRZE
REBRAFBERBETHER - RIEER 2 KamM8 R o
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3. APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

(a)

Adoption of new/revised IFRSs — effective 1

January 2018 (continued)

A

IFRS 9 — Financial Instruments (continued)

(i) Classification and measurement of financial

instruments (continued)

The following table summarises the original
measurement categories under IAS 39 and
the new measurement categories under IFRS

9 for each class of the Group's financial

assets as at 1 January 2018:

3.

P& P 37 5T I A4S RT B PR Bt 3 3 o5 2 A
(&)

(a) R RETEBRMHREE
A—=—2-N\F-A—-HBERE)

A EHEHNBHRELENEIN — </
I A (&)

() ZETAMSELEE (B)

TREAAEESESRE
ERZFE-N\FE—-A—BR
EER SR ERFE 39 R
SR E D B MR BEER M
WEERNEIROHFTED
5

Carrying amount Carrying amount

as at as at

1 January 1 January

Original classification New classification 2018 2018

Financial assets under IAS 39 under IFRS 9 under IAS 39 under IFRS 9
BEERET  REERRH

RZRIE39E HEEREIR

R-ZEB-N\F RIT-NF

B E &R il Yph s —HA—B# —A—Bi

tREE FRNRESE BRIEIFHHOE REE REE
RMB'000 RMB'000

ARETT ARBTT

Other receivables Loans and receivables Amortised cost 2,205 2,011

Hit TR BN EWTR
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APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

(a) Adoption of new/revised IFRSs — effective 1
January 2018 (continued)

A IFRS 9 — Financial Instruments (continued)

(ii)

Impairment of financial assets

The adoption of IFRS 9 has changed the
Group's impairment model by replacing the
IAS 39 “incurred loss model” to the
"expected credit losses ("ECLs"”) model”.
IFRS 9 requires the Group to recognised
ECLs for trade receivables and financial
assets at amortised costs earlier than IAS 39.
Cash and cash equivalents are subject to
ECLs model but the impairment is

immaterial for the current period.

Under IFRS 9, the losses allowances are
measured on either of the following bases:
(1) 12- months ECLs: these are the ECLs that
result from possible default events within the
12 months after the reporting date: and (2)
lifetime ECLs: these are ECLs that result from
all possible default events over the expected

life of a financial instrument.

The Group applies the simplified approach
to provide for expected credit losses
prescribed by IFRS 9, which requires the use
of the lifetime expected losses provision for

all trade receivables.

P& P 37 5T I A4S RT B PR Bt 3 3 o5 2 A
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APPLICATION OF NEW AND REVISED 3. BT REEET B B S 3R & 2 Al

INTERNATIONAL FINANCIAL REPORTING (&)

STANDARDS (continued)

(@) Adoption of new/revised IFRSs — effective 1 (a) BRMHFETSETEERMHKEREE
January 2018 (continued) Al——=Z=—-NE—F—HAR4E®E)
A IFRS 9 — Financial Instruments (continued) A  EBREBHREEREIR — 2/

TAHE)

(i) Impairment of financial assets (continued) (i)  EHEERE &)
Measurement of ECLs ATEEHEEERE
ECLs are based on the difference between BHEEEEDERBRES
the contractual cash flows due in accordance HENzEHNREREHER
with the contract and all the cash flows that SEEBHER AR SR
the Group expects to receive. The shortfall is EfCEF ZEHBKRE
then discounted at an approximation to the EERGERMERE 2F
assets’ original effective interest rate. RALH o
The Group has elected to measure loss RNEEDREBRZBR IS
allowances for trade receivables using IFRS 9 REERFEIRE(LIERZ
simplified approach and has calculated ECLs JEWE 5 I8 2 BIEEE -
based on lifetime ECLs. The Group has WiREE HTE i {E BB B
established a provision matrix that is based HRBEEER - AEED
on the Group’s historical credit loss BUERKREBBETEER
experience, adjusted for forward-looking BEBBESER  WikE
factors specific to the debtors and the T8N R A8 7 3R 3% ) s 7E BT HE
economic environment. HAE=/EHFFEE o
For other receivables, the ECLs are based on FEMEUGRIER S - B
the 12-months ECLs. The 12-months ECLs is EEBEIER12MEATEH
the portion of the lifetime ECLs that results EEEE - 2EAEREER
from default events on a financial instrument BEAZHBEHEEEFEZ
that are possible within 12 months after the —# - REFREEREH
reporting date. However, when there has HER2ERARELEze/MT
been a significant increase in credit risk since BHENEMH - AW WiEE
origination, the allowance will be based on [B B & 58 46 LA R K 8 38 0
the lifetime ECLs. When determining BEKUSBEBREEEE
whether the credit risk of a financial asset REE -BTEMEEZRE
has increased significantly since initial BERREEEANFSEREX
recognition and when estimating ECLs, the MBI NGBS A R (HETTEHIE E
Group considers reasonable and EER - AEEEEAERR
supportable information that is relevant and BHENHBZEALBENT
available without undue cost or effort. This AR sealE LA %A
includes both quantitative and qualitative Ko BB BIERERE
information and analysis, based on the B BER R REEFEE
Group's historical experience and informed He EEREEER RS
credit assessment and including forward- #r - WEIERTIEIEER -

looking information.
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APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

(a) Adoption of new/revised IFRSs — effective 1
January 2018 (continued)

A IFRS 9 — Financial Instruments (continued)

(ii)

Impairment of financial assets (continued)
Measurement of ECLs (continued)

The Group considers a financial asset to be
in default when: (1) the borrower is unlikely
to pay its credit obligations to the Group in
full, without recourse by the Group to
actions such as realising security (if any is
held); or (2) a breach of contract such as a
default or past due event.

The maximum period considered when
estimating ECLs is the maximum contractual
period over which the Group is exposed to
credit risk.

Presentation of ECLs

Loss allowances for financial assets
measured at amortised cost are deducted
from the gross carrying amount of the assets.

Impact of the ECL model
() Impairment of trade receivables

As mentioned above, the Group
applies the IFRS 9 simplified approach
to measure ECLs which recognises
lifetime ECLs for all trade receivables.
To measure the ECLs, trade
receivables have been grouped based
on shared credit risk characteristics
and the days past due. The contract
assets have substantially the same risk
as the trade receivables.

& R R] ARG AT BRI R 3R 5 R A
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APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

(a) Adoption of new/revised IFRSs — effective 1
January 2018 (continued)

A IFRS 9 — Financial Instruments (continued)

(i)

(iii)

Impairment of financial assets (continued)

Impact of the ECL model (continued)

(I Impairment of other receivables

Other financial assets at amortised cost
of the Group include rental deposits
and other receivables. Applying the
ECLs model result in the recognition of
ECLs of RMB194,000 on 1 January 2018
and a further ECLs of RMB931,000 for
the year ended 31 December 2018.

Transition

The Group has applied the transitional
provision in IFRS 9 such that IFRS 9 was
generally adopted without restating
comparative information. The
reclassifications and the adjustments arising
from the new ECLs rules are therefore not
reflected in the consolidated statement of
financial position as at 31 December 2017,
but are recognised in the consolidated
statement of financial position on 1 January
2018. This means that differences in the
carrying amounts of financial assets and
financial liabilities resulting from the
adoption of IFRS 9 are recognised in
accumulated losses and reserves as at 1
January 2018. Accordingly, the information
presented for 2017 does not reflect the
requirements of IFRS 9 but rather those of
IAS 39.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 BlZE —Z— \F+_A=+—HIFE

APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

(a) Adoption of new/revised IFRSs — effective 1
January 2018 (continued)

A IFRS 9 — Financial Instruments (continued)

(i) Transition (continued)

The following assessments have been made
on the basis of the facts and circumstances
that existed at the date of initial application

of IFRS 9 (the "DIA"):

° The determination of the business
model within which a financial asset is

held;

J The designation and revocation of
previous designations of certain
financial assets and financial liabilities
as measured at FVTPL; and

J The designation of certain investments
in equity investments not held for
trading as at FVOCI.

If an investment in a debt investment had
low credit risk at the DIA, then the Group
has assumed that the credit risk on the asset
had not increased significantly since its initial

recognition.
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76

APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

(a) Adoption of new/revised IFRSs — effective 1
January 2018 (continued)

B

IFRS 15 Revenue from Contracts with
Customers (“IFRS 15”)

IFRS 15 supersedes IAS 11 Construction Contracts,
IAS 18 Revenue and related interpretations. IFRS
15 has established a five-steps model to account
for revenue arising from contracts with customers.
Under IFRS 15, revenue is recognised at the
amount that reflects the consideration to which an
entity expects to be entitled in exchange for

transferring goods or services to a customer.

The Group has adopted IFRS 15 using the
cumulative effect method without practical
expedients. The adoption of IFRS 15 does not
have a significant impact on when the Group

recognises revenue from sales of products.

Amendments to IFRS 15 — Revenue from
Contracts with Customers (Clarifications to IFRS
15)

The amendments to IFRS 15 included clarifications
on identification of performance obligations;
application of principal versus agent; licenses of

intellectual property; and transition requirements.

The adoption of these amendments has no impact
on the consolidated financial statements as the
Group had not previously adopted IFRS 15 and

took up the clarifications in this, its first, year.
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 &}

APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

(a) Adoption of new/revised IFRSs — effective 1
January 2018 (continued)

D

IFRIC 22 — Foreign Currency Transactions and

Advance Consideration

The Interpretation provides guidance on
determining the date of the transaction for
determining an exchange rate to use for
transactions that involve advance consideration
paid or received in a foreign currency and the
recognition of a non-monetary asset or non-
monetary liability. The Interpretations specifies
that the date of the transaction for the purpose of
determining the exchange rate to use on initial
recognition of the related asset, expense or
income (or part thereof) is the date on which the
entity initially recognises the non-monetary asset
or non-monetary liability arising from the payment

or receipt of advance consideration.

The adoption of these amendments has no impact
on the consolidated financial statements as the
Group has not paid or received advance

consideration in a foreign currency.
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78

APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

(b) New/revised IFRSs that have been issued but
are not yet effective

The following new/revised IFRSs, potentially relevant to
the Group's consolidated financial statements, have
been issued, but are not yet effective and have not
been early adopted by the Group. The Group's current
intention is to apply these changes on the date they
become effective.

Amendments to IFRS 3 Definition of a business?
Amendments to IFRS 9 Prepayment features with
negative compensation’
Amendments to IFRS 10 Sale or contribution of assets
and IAS 28 between an investor and

its associate or joint venture*

Amendments to IAS 1 Definition of material?
and IAS 8
Amendments to IAS 19 Plan amendment, curtailment

or settlement’

Amendments to IAS 28 Long term interests in associates
and joint ventures'

IFRS 16 Leases'

IFRS 17 Insurance contracts®

IFRIC 23 Uncertainty over income

tax treatments'
Annual improvements Annual improvements project’
—2015-2017 Cycle

! Effective for annual periods beginning on or after 1 January
2019

? Effective for annual periods beginning on or after 1 January
2020

? Effective for annual periods beginning on or after 1 January
2021

! No mandatory effective date determined but is available for
adoption
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 BlZE —Z— \F+_A=+—HIFE

APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

(b)

New/revised IFRSs that have been issued but
are not yet effective (continued)

IFRS 16 — Leases

IFRS 16, which upon the effective date will supersede
IAS 17 " Leases " and related interpretations, introduces
a single lessee accounting model and requires a lessee
to recognise assets and liabilities for all leases with a
term of more 12 months, unless the underlying asset is
of low value. Specifically, under IFRS 16, a lessee is
required to recognise a right-of-use asset representing
its right to use the underlying leased asset and a lease
liability representing its obligation to make lease
payments. Accordingly, a lessee should recognise
depreciation of the right-of use asset and interest on
the lease liability, and also classifies cash repayments of
the lease liability into a principal portion and an interest
portion and presents them in the statement of cash
flows. Also, the right-of-use asset and the lease liability
are initially measured on a present value basis. The
measurement includes non-cancellable lease payments
and also includes payments to be made in optional
periods if the lessee is reasonably certain to exercise an
option to extend the lease, or to exercise an option to
terminate the lease. This accounting treatment is
significantly different from the lessee accounting for
leases that are classified as operating leases under the

predecessor standard, IAS 17.

In respect of the lessor accounting, IFRS 16 substantially
carries forward the lessor accounting requirements in
IAS 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.
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APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

(b)

New/revised IFRSs that have been issued but
are not yet effective (continued)

IFRS 16 — Leases (continued)

As set out in Note 29, total operating lease commitment
as lessee of the Group in respect of leased premises as
at 31 December 2018 amounted to RMB800,000. The
directors of the Group do not expect the adoption of
IFRS 16 as compared with the current accounting policy
would result in significant impact on the Group's result
but it is expected that certain portion of these lease
commitments will be required to be recognised in the
consolidated statement of financial position as right-of-

use assets and lease liabilities.

The Group intends to elect the practical expedient to
apply IFRS 16 to contracts that were previously
identified as leases applying IAS 17 and IFRIC-
Interpretation 4 Determining whether an Arrangement
contains a Lease and not apply this standard to
contracts that were not previously identified as
containing a lease applying IAS 17 and IFRIC-
Interpretation 4. Therefore, the Group will not reassess
whether the contracts are, or contain a lease which

already existed prior to the date of initial application.

Furthermore, the Group intends to elect the modified
retrospective approach for the application of IFRS 16 as
lessee and will recognise the cumulative effect of initial
application to opening retained profits without restating

comparative information.
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For the year ended 31 December 2018 BlZE —Z— \F+_A=+—HIFE

APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

(b)

New/revised IFRSs that have been issued but
are not yet effective (continued)

IFRIC 23 — Uncertainty over Income Tax Treatments

The Interpretation supports the requirements of IAS 12,
Income Taxes, by providing guidance over how to
reflect the effects of uncertainty in accounting for
income taxes. Under the Interpretation, the entity shall
determine whether to consider each uncertain tax
treatment separately or together based on which
approach better predicts the resolution of the
uncertainty. The entity shall also assume the tax
authority will examine amounts that it has a right to
examine and have full knowledge of all related
information when making those examinations. If the
entity determines it is probable that the tax authority
will accept an uncertain tax treatment, then the entity
should measure current and deferred tax in line with its
tax filings. If the entity determines it is not probable,
then the uncertainty in the determination of tax is
reflected using either the “most likely amount” or the
"expected value” approach, whichever better predicts

the resolution of the uncertainty.

Amendments to IFRS 9 — Prepayment Features with
Negative Compensation

The amendments clarify that prepayable financial assets
with negative compensation can be measured at
amortised cost or at fair value through other
comprehensive income if specified conditions are met

— instead of at fair value through profit or loss.

P& P 37 5T I A4S RT B PR Bt 3 3 o5 2 A

(#&)

(b)

BREMERRERZHT BT
B B A 3R 5 B (48)

B BB G2 EEE B EF 235 —
BB EE 2z TREM

ZaBEBREARIARRAEHRE
B2 AHEEM 2 REREFER
F12WABRZBRFLBT - REZ
BE BERANUTHIREEEEREL
RERUZAR  REEBL—HZEE
BEETHEEZRBEIE - BERMARR
REHESEERARES 2 B
ETEERADEZEMEHRBEEN -
ERRAVBHRARIEERITHRELZ
HEERIE  AERARREMBKELX
HEFEMMERERE - MERRES L
AIER TR ATRE 3 & - BB E HIAR 2
TEEHAE B RARENDRE] XA
HEME R - AR ST HEE 1 AE R AE
HBERRZ AR -

BRI B EERE 9K 2] — BRE
BB ZRPEN

BRERIELER - WA E GRS
BERAMECRMERSREENZ
BIERATIE A HE AR EE R ES -
MR A FEF ARG E °

Annual Report 2018 £ £ 81



Fujian Nuogji Co., Ltd. ® BE#FRHER AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

For the year ended 31 December 2018 #E T — N\F+_A=+—HILFE

82

APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (continued)

(b)

New/revised IFRSs that have been issued but
are not yet effective (continued)

Annual Improvements to IFRSs 2015-2017 Cycle
— Amendments to IFRS 3, Business Combinations

The amendments issued under the annual
improvements process make small, non-urgent changes
to standards where they are currently unclear. They
include amendments to IFRS 3 which clarifies that when
a joint operator of a business obtains control over a
joint operation, this is a business combination achieved
in stages and the previously held equity interest should
therefore be remeasured to its acquisition date fair

value.

Annual Improvements to IFRSs 2015-2017 Cycle
— Amendments to IAS 12, Income Taxes

The amendments issued under the annual
improvements process make small, non-urgent changes
to standards where they are currently unclear. They
include amendments to IAS 12 which clarify that all
income tax consequences of dividends are recognised
consistently with the transactions that generated the
distributable profits, either in profit or loss, other

comprehensive income or directly in equity.

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

and financial position.
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4. SIGNIFICANT ACCOUNTING POLICIES

(a)

Business combination and basis of consolidation

The consolidated financial statements comprise the
financial statements of the Company and its subsidiary
("the Group"). 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 profit or loss.

The results of subsidiaries acquired or disposed of
during the year are included in the consolidated
statement of comprehensive income from the dates of
acquisition or up to the 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.

Acquisition of subsidiaries or 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. The Group's previously held
equity interest in the acquiree is re-measured at
acquisition-date fair value and the resulting gains or
losses are recognised in profit or loss. The Group may
elect, on a transaction-by-transaction basis, to measure
the non-controlling interests that represent present
ownership interests in the subsidiary either at fair value
or at the proportionate share of the acquiree’s
identifiable net assets. All other non-controlling interests
are measured at fair value unless another measurement
basis is required by IFRSs. Acquisition-related costs
incurred are expensed unless they are incurred in
issuing equity instruments in which case the costs are

deducted from equity.
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4.

84

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(a)

(b)

Business combination and basis of consolidation
(continued)

Any contingent consideration to be transferred by the
acquirer is recognised at acquisition-date fair value.
Subsequent adjustments to consideration are
recognised against goodwill only to the extent that they
arise from new information obtained within the
measurement period (@ maximum of 12 months from
the acquisition date) about the fair value at the
acquisition date. All other subsequent adjustments to
contingent consideration classified as an asset or a
liability are recognised in profit or loss.

When the Group loses control of a subsidiary, the profit
or loss on disposal is calculated as the difference
between (i) the aggregate of the fair value of the
consideration received and the fair value of any retained
interest and (ii) the previous carrying amount of the
assets (including goodwill), and liabilities of the
subsidiary and any non-controlling interest. Amounts
previously recognised in other comprehensive income
in relation to the subsidiary are accounted for in the
same manner as would be required if the relevant assets
or liabilities were disposed of.

Subsequent to acquisition, the carrying amount of non-
controlling interests that represent present ownership
interests in the subsidiary is the amount of those
interests at initial recognition plus such non-controlling
interest’s share of subsequent changes in equity. Total
comprehensive income is attributed to such non-
controlling interests even if this results in those non-
controlling interests having a deficit balance.

Subsidiaries

A subsidiary is an investee over which the Company is
able to exercise control. The Company controls an
investee if all three of the following elements are
present: power over the investee, exposure, or rights, to
variable returns from the investee, and the ability to use
its power to affect those variable returns. Control is
reassessed whenever facts and circumstances indicate
that there may be a change in any of these elements of
control.
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4. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(b)

(c)

Subsidiaries (Continued)

De-facto control exists in situations where the Company
has the practical ability to direct the relevant activities of
the investee without holding the majority of the voting
rights. In determining whether de-facto control exists
the Company considers all relevant facts and
circumstances, including:

J The size of the Company’s voting rights relative to
both the size and dispersion of other parties who
hold voting rights;

o Substantive potential voting rights held by the
Company and other parties who hold voting

rights;
. Other contractual arrangements; and
° Historic patterns in voting attendance.

In the Company’s statement of financial position,
investments in subsidiaries are stated at cost less
impairment loss, if any. The results of subsidiaries are
accounted for by the Company on the basis of dividend
received and receivable.

Property, plant and equipment

Owner-occupied leasehold land and buildings are
stated at valuation less accumulated depreciation.
Revaluations are performed with sufficient regularity to
ensure that the carrying amount does not differ
materially from that which would be determined using
fair values at the end of the reporting period. Increases
in value arising on revaluation are recognised in other
comprehensive income and accumulated in equity
under the heading of properties revaluation reserve.
Decreases in value arising on revaluation are first offset
against increases on earlier valuations in respect of the
same property and thereafter recognised in profit or
loss. Any subsequent increases are recognised in profit
or loss up to the amount previously charged and
thereafter to the properties revaluation reserve.
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4. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(c)

Property, plant and equipment (continued)

Upon disposal, the relevant portion of the revaluation
reserve realised in respect of previous valuations is
released from the properties revaluation reserve to
retained earnings.

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

The cost of property, plant and equipment includes its
purchase price and the costs directly attributable to the
acquisition of the items.

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. The carrying amount of the replaced part is
derecognised. All other repairs and maintenance are
recognised as an expense in profit or loss during the
financial period in which they are incurred.

Property, plant and equipment are depreciated so as to
write off their cost or valuation net of expected residual
value over their estimated useful lives on a straight-line
basis. The useful lives, residual value and depreciation
method are reviewed, and adjusted if appropriate, at
the end of each reporting period. The useful lives are as
follows:

Buildings 5%

Leasehold improvements Over the shorter of
lease terms and 25%

Furniture, fixtures and 10%-20%

office equipment

Motor vehicles 12.5%

An asset is written down immediately to its recoverable
amount if its carrying amount is higher than the asset'’s
estimated recoverable amount.

The gain or loss on disposal of an item of property,
plant and equipment is the difference between the net
sale proceeds and its carrying amount, and is
recognised in profit or loss on disposal.
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4. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(d)

(e)

(f)

Payments for leasehold land held for own use
under operating leases

Payments for leasehold land held for own use under
operating leases represent up-front payments to
acquire long-term interests in lessee-occupied
properties. These payments are stated at cost and are
amortised over the period of the lease on a straight-line

basis as an expense.
Leasing

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.
The Group as lessee

The total rentals payable under the operating leases are
recognised in profit or loss on a straight-line basis over
the lease term. Lease incentives received are recognised
as an integrated part of the total rental expense, over

the term of the lease.

The land and buildings elements of property leases are
considered separately for the purposes of lease

classification.

Financial Instruments (accounting policies
applied from 1 January 2018)

(i)  Financial assets

A financial asset (unless it is a trade receivable
without a significant financing component) is
initially measured at fair value plus, for an item not
at fair value through profit or loss (“FVTPL"),
transaction costs that are directly attributable to
its acquisition or issue. A trade receivable without
a significant financing component is initially

measured at the transaction price.
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4.

88

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(f) Financial Instruments (accounting policies
applied from 1 January 2018) (continued)

(i)

Financial assets (continued)

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

market place.

Financial assets with embedded derivatives are
considered in their entirely when determining
whether their cash flows are solely payment of

principal and interest.

Debt instruments

Subsequent measurement of debt instruments
depends on the Group's business model for
managing the asset and the cash flow
characteristics of the asset. There are three
measurement categories into which the Group

classifies its debt instruments:

Amortised cost: Assets that are held for collection
of contractual cash flows where those cash flows
represent solely payments of principal and interest
are measured at amortised cost. Financial assets
at amortised cost are subsequently measured
using the effective interest rate method. Interest
income, foreign exchange gains and losses and
impairment are recognised in profit or loss. Any
gain on derecognition is recognised in profit or

loss.
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4. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(f)  Financial Instruments (accounting policies
applied from 1 January 2018) (continued)

(i)

Financial assets (continued)
Debt instruments (continued)

Fair value through other comprehensive income
("FVOCI"): Assets that are held for collection of
contractual cash flows and for selling the financial
assets, where the assets’ cash flows represent
solely payments of principal and interest, are
measured at fair value through OCI. Debt
investments at fair value through other
comprehensive income are subsequently
measured at fair value. Interest income calculated
using the effective interest rate method, foreign
exchange gains and losses and impairment are
recognised in profit or loss. Other net gains and
losses are recognised in other comprehensive
income. On derecognition, gains and losses
accumulated in other comprehensive income are
reclassified to profit or loss.

Fair value through profit or loss (“FVTPL"):
Financial assets at fair value through profit or loss
include financial assets held for trading, financial
assets designated upon initial recognition at fair
value through profit or loss, or financial assets
mandatorily required to be measured at fair value.
Financial assets are classified as held for trading if
they are acquired for the purpose of selling or
repurchasing in the near term. Derivatives,
including separated embedded derivatives, are
also classified as held for trading unless they are
designated as effective hedging instruments.
Financial assets with cash flows that are not solely
payments of principal and interest are classified
and measured at fair value through profit or loss,
irrespective of the business model.
Notwithstanding the criteria for debt instruments
to be classified at amortised cost or at fair value
through other comprehensive income, as
described above, debt instruments may be
designated at fair value through profit or loss on
initial recognition if doing so eliminates, or
significantly reduces, an accounting mismatch.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(f)

Financial Instruments (accounting policies
applied from 1 January 2018) (continued)

(i)

(ii)

Financial assets (continued)

Equity instruments

On initial recognition of an equity investment that
is not held for trading, the Group could irrevocably
elect to present subsequent changes in the
investment'’s fair value in other comprehensive
income. This election is made on an investment-
by-investment basis. Equity investments at fair
value through other comprehensive income are
measured at fair value. Dividend income are
recognised in profit or loss unless the dividend
income clearly represents a recovery of part of the
cost of the investments. Other net gains and
losses are recognised in other comprehensive
income and are not reclassified to profit or loss.
All other equity instruments are classified as
FVTPL, whereby changes in fair value, dividends
and interest income are recognised in profit or

loss.

Impairment loss on financial assets

The Group recognises loss allowances for
expected credit loss ("ECL") on trade receivables,
contract assets, financial assets measured at
amortised cost and debt investments measured at
FVOCI. The ECLs are measured on either of the
following bases: (1) 12 months ECLs: these are the
ECLs that result from possible default events
within the 12 months after the reporting date: and
(2) lifetime ECLs: these are ECLs that result from
all possible default events over the expected life
of a financial instrument. The maximum period
considered when estimating ECLs is the maximum
contractual period over which the Group is

exposed to credit risk.
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4. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(f) Financial Instruments (accounting policies
applied from 1 January 2018) (continued)

(ii)

Impairment loss on financial assets (continued)

ECLs are a probability-weighted estimate of credit
losses. Credit losses are measured as the
difference between all contractual cash flows that
are due to the Group in accordance with the
contract and all the cash flows that the Group
expects to receive. The shortfall is then discounted
at an approximation to the assets’ original

effective interest rate.

The Group has elected to measure loss allowances
for trade receivables and contract assets using
IFRS 9 simplified approach and has calculated
ECLs based on lifetime ECLs. The Group has
established a provision matrix that is based on the
Group's historical credit loss experience, adjusted
for forward-looking factors specific to the debtors

and the economic environment.

For other debt financial assets, the ECLs are based
on the 12-months ECLs. However, when there has
been a significant increase in credit risk since
origination, the allowance will be based on the
lifetime ECLs.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(f) Financial Instruments (accounting policies
applied from 1 January 2018) (continued)

(ii)

Impairment loss on financial assets (continued)

When determining whether the credit risk of a
financial asset has increased significantly since
initial recognition and when estimating ECL, the
Group considers reasonable and supportable
information that is relevant and available without
undue cost or effort. This includes both
quantitative and qualitative information analysis,
based on the Group’s historical experience and
informed credit assessment and including forward-

looking information.

The Group considers a financial asset to be credit-
impaired when: (1) the borrower is unlikely to pay
its credit obligations to the Group in full, without
recourse by the Group to actions such as realising
security (if any is held); or (2) a breach of contract

such as a default or past due event.

Interest income on credit-impaired financial assets
is calculated based on the amortised cost (i.e. the
gross carrying amount less loss allowance) of the
financial asset. For non credit-impaired financial
assets interest income is calculated based on the

gross carrying amount.
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4. SIGNIFICANT ACCOUNTING POLICIES 4. FEETHE(E)
(continued)
(f)  Financial Instruments (accounting policies H EWMIA(B=Z-NF-A—HE
applied from 1 January 2018) (continued) ERAZEEE)(E)
(iii)  Financial liabilities (i) ZHEME

The Group classifies its financial liabilities,
depending on the purpose for which the liabilities
were incurred. Financial liabilities at fair value
through profit or loss are initially measured at fair
value and financial liabilities at amortised costs are
initially measured at fair value, net of directly

attributable costs incurred.

Financial liabilities at fair value through profit or

loss

Financial liabilities at fair value through profit or
loss include financial liabilities held for trading and
financial liabilities designated upon initial

recognition as at fair value through profit or loss.

Financial liabilities are classified as held for trading
if they are acquired for the purpose of sale in the
near term. Derivatives, including separated
embedded derivatives, are also classified as held
for trading unless they are designated as effective
hedging instruments. Gains or losses on liabilities

held for trading are recognised in profit or loss.

Where a contract contains one or more
embedded derivatives, the entire hybrid contract
may be designated as a financial liability at fair
value through profit or loss, except where the
embedded derivative does not significantly modify
the cash flows or it is clear that separation of the

embedded derivative is prohibited.
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4.

94

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial Instruments (accounting policies
applied from 1 January 2018) (continued)

(iii)  Financial liabilities (continued)

Financial liabilities may be designated upon initial
recognition as at fair value through profit or loss if
the following criteria are met: (i) the designation
eliminates or significantly reduces the inconsistent
treatment that would otherwise arise from
measuring the liabilities or recognising gains or
losses on them on a different basis; (ii) the
liabilities are part of a group of financial liabilities
which are managed and their performance
evaluated on a fair value basis, in accordance with
a documented risk management strategy; or (iii)
the financial liability contains an embedded
derivative that would need to be separately

recorded.

Subsequent to initial recognition, financial
liabilities at fair value through profit or loss are
measured at fair value, with changes in fair value
recognised in profit or loss in the period in which
they arise, except for the gains and losses arising
from the Group's own credit risk which are
presented in other comprehensive income with no
subsequent reclassification to the statement of
profit or loss. The net fair value gain or loss
recognised in the statement of profit or loss does
not include any interest charged on these financial

liabilities.

Annual Report 2018 3

4. FESFHBEE)

fl EMITRA(BE=F-N\F-A—BE

ERAZEEE)(E)
(i) =HMEME(E)

WAL TGN 2RAERS
HERR S A AR E A B IR A AR
AR ¢ ()aXFETE AJ K 85 Sk R IR R
PR REEG BB ERERNE
SBEMELEZ T —BARGA
(Zzz@maEs—HeRaEs—
B RESRABERE-ER®
ZEBERRER N EEEEE
RFHEERR (i) ZEBmAER
EERINRZRANITETA -

R HERR - AT EFARRE
MEMEERAFEFE  AFE
RSB EL RN IERT R
R MEAREARGNEERRATE
s R ERRIN - ZER R RS
BRrEMEEWEEY) BRI
EFDBEER - NERRERR
R EEERERFETGHAG
ZETEBE EHIRREEMFRE



Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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4. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(f) Financial Instruments (accounting policies
applied from 1 January 2018) (continued)

(iii)

(iv)

Financial liabilities (continued)

Financial liabilities at amortised cost

Financial liabilities at amortised cost including
trade and other payables, borrowings, certain
preference shares and the debt element of
convertible loan note issued by the Group are
subsequently measured at amortised cost, using
the effective interest method. The related interest

expense is recognised in profit or loss.

Gains or losses are recognised in profit or loss
when the liabilities are derecognised as well as

through the amortisation process.

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial asset
or financial liability and of allocating interest
income or interest expense over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts or
payments through the expected life of the
financial asset or liability, or where appropriate, a

shorter period.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

(f) Financial Instruments (accounting policies
applied from 1 January 2018) (continued)

(v)

Derecognition

The Group derecognises a financial asset when
the contractual rights to the future cash flows in
relation to the financial asset expire or when the
financial asset has been transferred and the
transfer meets the criteria for derecognition in
accordance with IFRS 9.

Financial liabilities are derecognised when the
obligation specified in the relevant contract is

discharged, cancelled or expires.

Where the Group issues its own equity instruments
to a creditor to settle a financial liability in whole
or in part as a result of renegotiating the terms of
that liability, the equity instruments issued are the
consideration paid and are recognised initially and
measured at their fair value on the date the
financial liability or part thereof is extinguished. If
the fair value of the equity instruments issued
cannot be reliably measured, the equity
instruments are measured to reflect the fair value
of the financial liability extinguished. The
difference between the carrying amount of the
financial liability or part thereof extinguished and
the consideration paid is recognised in profit or

loss for the year.
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 &£ ==

4. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(g) Financial Instruments (accounting policies
applied until 31 December 2017)

(i)

Financial assets

The Group classifies its financial assets at initial
recognition, depending on the purpose for which
the asset was acquired. Financial assets at fair
value through profit or loss are initially measured
at fair value and all other financial assets are
initially measured at fair value plus transaction
costs that are directly attributable to the
acquisition of the financial assets. Regular way
purchases or sales of financial assets are
recognised and derecognised on a trade date
basis. A regular way purchase or sale is a purchase
or sale of a financial asset under a contract whose
terms require delivery of the asset within the time
frame established generally by regulation or

convention in the marketplace concerned.
Financial assets at fair value through profit or loss

These assets include financial assets held for
trading. Financial assets are classified as held for
trading if they are acquired for the purpose of sale
in the near term. Derivatives, including separated
embedded derivatives, are also classified as held
for trading unless they are designated as effective
hedging instruments or financial guarantee

contracts.

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 in the period in which they arise.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #E T — N\F+_A=+—HILFE

4.

98

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(9)

Financial Instruments (accounting policies
applied until 31 December 2017) (continued)

(i)

Financial assets (continued)
Loans and receivables

These assets are non-derivative financial assets
with fixed or determinable payments that are not
quoted in an active market. They arise principally
through the provision of goods and services to
customers (trade debtors), and also incorporate
other types of contractual monetary asset.
Subsequent to initial recognition, they are carried
at amortised cost using the effective interest
method, less any identified impairment losses.

Held-to-maturity investments

These assets are non-derivative financial assets
with fixed or determinable payments and fixed
maturities that the Group’s management has the
positive intention and ability to hold to maturity.
Subsequent to initial recognition, held-to-maturity
investments are measured at amortised cost using
the effective interest method, less any identified
impairment losses.

Available-for-sale financial assets

These assets are non-derivative financial assets
that are designated as available-for-sale or are not
included in other categories of financial assets.
Subsequent to initial recognition, these assets are
carried at fair value with changes in fair value
recognised in other comprehensive income,
except for impairment losses and foreign
exchange gains and losses on monetary
instruments, which are recognised in profit or loss.

For available-for-sale equity investments that do
not have a quoted market price in an active
market and whose fair value cannot be reliably
measured and derivatives that are linked to and
must be settled by delivery of such unquoted
equity instruments, they are measured at cost less
any identified impairment losses.
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 &}

4. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(g) Financial Instruments (accounting policies
applied until 31 December 2017) (continued)

(ii)

Impairment loss on financial assets

The Group assesses, at the end of each reporting
period, whether there is any objective evidence
that financial asset is impaired. Financial asset is
impaired if there is objective evidence of
impairment as a result of one or more events that
has occurred after the initial recognition of the
asset and that event has an impact on the
estimated future cash flows of the financial asset
that can be reliably estimated. Evidence of

impairment may include:
o significant financial difficulty of the debtor;

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

o granting concession to a debtor because of
debtor’s financial difficulty;

° it becoming probable that the debtor will
enter bankruptcy or other financial
reorganisation.

For Loans and receivables or Held-to-maturity

investments

An impairment loss is recognised in profit or loss
when there is objective evidence that the asset is
impaired, and is measured as the difference
between the asset’s carrying amount and the
present value of the estimated future cash flows
discounted at the original effective interest rate.
The carrying amount of financial asset is reduced
through the use of an allowance account. When
any part of financial asset is determined as
uncollectible, it is written off against the allowance
account for the relevant financial asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #E T — N\F+_A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(g) Financial Instruments (accounting policies
applied until 31 December 2017) (continued)

(ii)

Impairment loss on financial assets (continued)
For Available-for-sale financial assets

Where a decline in the fair value constitutes
objective evidence of impairment, the amount of
the loss is removed from equity and recognised in

profit or loss.

Any impairment losses on available-for-sale debt
investments are subsequently reversed in profit or
loss if an increase in the fair value of the
investment can be objectively related to an event
occurring after the recognition of the impairment

loss.

For available-for-sale equity investment, any
increase in fair value subsequent to an impairment

loss is recognised in other comprehensive income.

For available-for-sale equity investment that is
carried at cost, the amount of impairment loss is
measured as the difference between the carrying
amount of the asset and the present value of
estimated future cash flows discounted at the
current market rate of return for a similar financial

asset. Such impairment loss is not reversed.
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR R M

For the year ended 31 December 2018 ZE =L — \F+_A=+—HILtFE

4. SIGNIFICANT ACCOUNTING POLICIES 4. FEFTEE(E)
(continued)
() Financial Instruments (accounting policies (90 EMIA(BE-Z—tH&+=A

applied until 31 December 2017) (continued) =+—BLEANESHEE)(E)

ETHAE

(iii)  Financial liabilities (iii)

The Group classifies its financial liabilities,
depending on the purpose for which the liabilities
were incurred. Financial liabilities at fair value
through profit or loss are initially measured at fair
value and financial liabilities at amortised costs are
initially measured at fair value, net of directly

attributable costs incurred.

Financial liabilities at fair value through profit or

loss

Financial liabilities at fair value through profit or
loss include financial liabilities held for trading and
financial liabilities designated upon initial

recognition as at fair value through profit or loss.

Financial liabilities are classified as held for trading
if they are acquired for the purpose of sale in the
near term. Derivatives, including separated
embedded derivatives, are also classified as held
for trading unless they are designated as effective
hedging instruments. Gains or losses on liabilities

held for trading are recognised in profit or loss.

Where a contract contains one or more
embedded derivatives, the entire hybrid contract
may be designated as a financial liability at fair
value through profit or loss, except where the
embedded derivative does not significantly modify
the cash flows or it is clear that separation of the

embedded derivative is prohibited.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

For the year ended 31 December 2018 #E T — N\F+_A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES 4. FEFTEE(E)
(continued)
() Financial Instruments (accounting policies (90 EMIA(BE-Z—tH&+=A

applied until 31 December 2017) (continued) =+—BILEANSHEE)(E)

@A ME(E)

(iii)  Financial liabilities (continued) (iii)

Financial liabilities at fair value through profit or

loss (continued)

Financial liabilities may be designated upon initial
recognition as at fair value through profit or loss if
the following criteria are met: (i) the designation
eliminates or significantly reduces the inconsistent
treatment that would otherwise arise from
measuring the liabilities or recognising gains or
losses on them on a different basis; (ii) the
liabilities are part of a group of financial liabilities
which are managed and their performance
evaluated on a fair value basis, in accordance with
a documented risk management strategy; or (iii)
the financial liability contains an embedded
derivative that would need to be separately

recorded.

Subsequent to initial recognition, financial
liabilities at fair value through profit or loss are
measured at fair value, with changes in fair value
recognised in profit or loss in the period in which

they arise.
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 &}

4. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(g) Financial Instruments (accounting policies
applied until 31 December 2017) (continued)

(iii)

(iv)

Financial liabilities (continued)

Financial liabilities at amortised cost

Financial liabilities at amortised cost including
trade and other payables, borrowings, certain
preference shares and the debt element of
convertible loan note issued by the Group are
subsequently measured at amortised cost, using
the effective interest method. The related interest

expense is recognised in profit or loss.

Gains or losses are recognised in profit or loss
when the liabilities are derecognised as well as

through the amortisation process.

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial asset
or financial liability and of allocating interest
income or interest expense over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts or
payments through the expected life of the
financial asset or liability, or where appropriate, a

shorter period.
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Fujian Nuogji Co., Ltd. ® BE#FRHER AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR M

For the year ended 31 December 2018 #E =%

4. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(9)

Financial Instruments (accounting policies

applied until 31 December 2017) (continued)

(v)

Derecognition

The Group derecognises a financial asset when
the contractual rights to the future cash flows in
relation to the financial asset expire or when the
financial asset has been transferred and the
transfer meets the criteria for derecognition in
accordance with IAS 39.

Financial liabilities are derecognised when the
obligation specified in the relevant contract is

discharged, cancelled or expires.

Where the Group issues its own equity instruments
to a creditor to settle a financial liability in whole
or in part as a result of renegotiating the terms of
that liability, the equity instruments issued are the
consideration paid and are recognised initially and
measured at their fair value on the date the
financial liability or part thereof is extinguished. If
the fair value of the equity instruments issued
cannot be reliably measured, the equity
instruments are measured to reflect the fair value
of the financial liability extinguished. The
difference between the carrying amount of the
financial liability or part thereof extinguished and
the consideration paid is recognised in profit or

loss for the year.
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR R M

For the year ended 31 December 2018 BlZE —Z— \F+_A=+—HIFE

4. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(h)

(i)

)

Inventories

Inventories are initially recognised at cost, and
subsequently at the lower of cost and net realisable
value. Cost comprises all costs of purchase, costs of
conversion and other costs incurred in bringing the
inventories to their present location and condition. Cost
is calculated using the weighted average method. Net
realisable value represents the estimated selling price in
the ordinary course of business less the estimated costs
of completion and the estimated costs necessary to

make the sale.
Trade and other receivables

Trade and other receivables are initially recognised at
fair value and thereafter stated at amortised cost using
the effective interest method, less allowance for
impairment of doubtful debts (see note 4(f) (ii)), except
where the receivables are interest-free loans made to
related parties without any fixed repayment terms or the
effect of discounting would be immaterial. In such cases,
the receivables are stated at cost less ECL (see note 4(f)

(ii)).
Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and
on hand, demand deposits with banks and other
financial institutions, and short-term, highly liquid
investments that are readily convertible into known
amounts of cash and which are subject to an
insignificant risk of changes in value, having been within

three months of maturity at acquisition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

For the year ended 31 December 2018 #E T — N\F+_A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(k)

(M

(m)

Trade and other payables

Trade and other payables are initially recognised at fair
value and subsequently stated at amortised cost unless
the effect of discounting would be immaterial, in which

case they are stated at cost.
Borrowings

Borrowings are recognised initially at fair value less
attributable transaction costs. Subsequent to initial
recognition, borrowings are stated at amortised cost
with any difference between the amount initially
recognised and redemption value being recognised in
profit or loss over the period of the borrowings,
together with any interest and fees payable, using an

effective interest method.

Revenue recognition (accounting policies
applied from 1 January 2018)

Revenue from contracts with customers is recognised
when control of goods or services is transferred to the
customers at an amount that reflects the consideration
to which the Group expects to be entitled in exchange
for those goods or services, excluding those amounts
collected on behalf of third parties. Revenue excludes
value added tax or other sales taxes and is after

deduction of any trade discounts.
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR R M

For the year ended 31 December 2018 ZE =L — \F+_A=+—HILtFE

4. SIGNIFICANT ACCOUNTING POLICIES 4. FEFTEE(E)
(continued)

(m) Revenue recognition (accounting policies (m) WEBEF(B=F-NF-A—HE
applied from 1 January 2018) (continued) ERANEREE)(E)
Depending on the terms of the contract and the laws BFEHOGERREHWBEREED - &
that apply to the contract, control of the goods or i B 755 122 i) 4 AT 70 — R R ) N Bl K A )
service may be transferred over time or at a point in LHE o WA UTIER  BE SRR
time. Control of the goods or service is transferred over BIEHIERN —REBREE

time if the Group's performance:

e provides all of the benefits received and o EPRZREE B AR [F R YR K R
consumed simultaneously by the customer; RAEBEBLHMIRHENE

e  creates or enhances an asset that the customer . REBHBEHRIEREAEFRE
controls as the Group performs; or EEBARTHINEE 3

e does not create an asset with an alternative use to . FEBRBORAEH A EEAEEH
the Group and the Group has an enforceable right RAZMEE - MASEEBHH
to payment for performance completed to date. TR ZESBBLE D HHRIE -

If control of the goods or services transfers over time, T &8 mm S AR TG 45 A I — ERAS TR N8RS

revenue is recognised over the period of the contract by AR m2EZRBOETHN TBERREG L

reference to the progress towards complete satisfaction HABER - T8 WEREFPIEE®

of that performance obligation. Otherwise, revenue is o AR 745 422 1) 1) B PR B R

recognised at a point in time when the customer obtains

control of the goods or service.

Annual Report 2018628 107



Fujian Nuogji Co., Ltd. ® BE#FRHER AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

For the year ended 31 December 2018 #E =%

4. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(m) Revenue recognition (accounting policies
applied from 1 January 2018) (continued)

(i)

(i)

Sales of men’s and women'’s casual apparels

The Group sells goods directly to retail customers
within retail stores and wholesale customers from
the warehouse. Revenue recognised from sale of
goods to retail customers is recognised when the
product is transferred to the customers upon sale.
Payment of the transaction price is due
immediately when the customers purchase the
good. The payment is usually settled in cash or
using credit cards, Wechat pay and Alipay online
platform. For wholesale, customers obtain control
of the casual apparels when the goods are
delivered to and have been accepted. Revenue is
thus recognised upon when the customers
accepted the casual apparels. There is generally
only one performance obligation. Wholesale
customers are required to pay in advance before

delivery of goods.
Other income
Interest income is accrued on a time basis on the

principal outstanding at the applicable interest

rate.
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 &}

4. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(m) Revenue recognition (accounting policies
applied from 1 January 2018) (continued)

(iii)

(iv)

Revenue recognition (accounting policies
applied until 31 December 2017)

Revenue is measured at the fair value of the
consideration received or receivable and is
recognised when it is probable that the economic
benefits will flow to the Group and the amount of

revenue can be measured reliably.

(@) Revenues from the sales of casual apparels
are recognised on the transfer of significant
risks and rewards of ownership, which
generally coincides with the time when the
goods are delivered and the title has passed

to the customers.

(b) Interest income is accrued on a time basis
on the principal outstanding at the

applicable interest rate.

Contract assets and liabilities (accounting
policies applied from 1 January 2018)

A contract asset represents the Group's right to
consideration in exchange for services that the
Group has transferred to a customer that is not yet
unconditional. In contrast, a receivable represents
the Group's unconditional right to consideration,
i.e. only the passage of time is required before

payment of that consideration is due.

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

customer.
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Fujian Nuogji Co., Ltd. ® BE#FRHER AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

For the year ended 31 December 2018 #E T — N\F+_A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(n)

Income taxes

Income taxes for the year comprise current tax and

deferred tax.

Current tax is based on the profit or loss from ordinary
activities adjusted for items that are non-assessable or
disallowable for income tax purposes and is calculated
using tax rates that have been enacted or substantively

enacted at the end of reporting period.

Deferred tax is recognised in respect of temporary
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the
corresponding amounts used for tax purposes. Except
for goodwill and recognised assets and liabilities that
affect neither accounting nor taxable profits, deferred
tax liabilities are recognised for all taxable temporary
differences. Deferred tax assets are recognised to the
extent that it is probable that taxable profits will be
available against which deductible temporary
differences can be utilised. Deferred tax is measured at
the tax rates appropriate to the expected manner in
which the carrying amount of the asset or liability is
realised or settled and that have been enacted or

substantively enacted at the end of reporting period.

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

future.
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 &£ ==

4. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(n)

(o)

Income taxes (continued)

Income taxes are recognised in profit or loss except
when they relate to items recognised in other
comprehensive income in which case the taxes are also
recognised in other comprehensive income or when
they relate to items recognised directly in equity in

which case the taxes are also recognised directly in

equity.
Foreign currency

Transactions entered into by the group entities in
currencies other than the currency of the primary
economic environment in which they operates (the
"functional currency”) are recorded at the rates ruling
when the transactions occur. Foreign currency monetary
assets and liabilities are translated at the rates ruling at
the end of reporting period. Non-monetary items
carried at fair value that are denominated in foreign
currencies are retranslated at the rates prevailing on the
date when the fair value was determined. Non-monetary
items that are measured in terms of historical cost in a

foreign currency are not retranslated.

Exchange differences arising on the settlement of
monetary items, and on the translation of monetary
items, are recognised in profit or loss in the period in

which they arise.
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Fujian Nuogji Co., Ltd. ® BE#FRHER AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

For the year ended 31 December 2018 #E T — N\F+_A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(p) Employee benefits

(i)

(ii)

(iii)

Short term employee benefits

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

render the related service.

Defined contribution retirement plan

Contributions to defined contribution retirement
plans are recognised as an expense in profit or
loss when the services are rendered by the
employees. The employees of the Group are
members of a state-managed retirement benefit
plan operated by the government of the PRC. The
Group are required to contribute specified
percentage of payroll costs to the retirement
benefit plan to fund the benefits. The only
obligation of the Group with respect to the
retirement benefit plan is to make the specified

contributions.

Termination benefits

Termination benefits are recognised on the earlier
of when the Group can no longer withdraw the
offer of those benefits and when the Group
recognises restructuring costs involving the

payment of termination benefits.
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR R M

For the year ended 31 December 2018 BlZE —Z— \F+_A=+—HIFE

4. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(q)

(r)

Government grants

Government grants are recognised in the statement of
financial position initially when there is reasonable
assurance that they will be received and that the Group
will comply with the conditions attaching to them.
Grants that compensate the Group for expenses
incurred are recognised as income in profit or loss on a
systematic basis in the same periods in which the
expenses are incurred. Grants that compensate the
Group for the cost of an asset are recognised as
deferred income that is recognised in profit or loss on a
systematic basis over the useful life of the asset. An
unconditional government grant is recognised in profit
or loss as other revenue when the grant becomes

receivable.

Impairment of assets (other than financial
assets)

Other than financial assets

At the end of each reporting period, the Group reviews
the carrying amounts of the following assets to
determine whether there is any indication that those
assets have suffered an impairment loss or an
impairment loss previously recognised no longer exists
or may have decreased:

o property, plant and equipment;

o prepaid land lease payments; and

o investments in subsidiaries
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Fujian Nuogji Co., Ltd. ® BE#FRHER AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

For the year ended 31 December 2018 #E T — N\F+_A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(r)

Impairment of assets (other than financial
assets) (continued)

Other than financial assets (continued)

If the recoverable amount (i.e. the greater of the fair
value less costs of disposal and value in use) of an asset
is estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its
recoverable amount. An impairment loss is recognised
as an expense immediately, unless the relevant asset is
carried at a revalued amount under another IFRS, in
which case the impairment loss is treated as a

revaluation decrease under that IFRS.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, to the extent that
the increased carrying amount does not exceed the
carrying amount that would have been determined had
no impairment loss been recognised for the asset in
prior years. A reversal of an impairment loss is
recognised as income immediately, unless the relevant
asset is carried at a revalued amount under another
IFRS, in which case the reversal of the impairment loss is

treated as a revaluation increase under that IFRS.

Value in use is based on the estimated future cash flows
expected to be derived from the asset, discounted to
their present value using a pre-tax discount rate that
reflects current market assessments of the time value of
money and the risks specific to the asset or cash

generating unit.
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4.

Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR R M

For the year ended 31 December 2018 BlZE —Z— \F+_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(s)

(t)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the Group has a legal or
constructive obligation arising as a result of a past
event, which it is probable will result in an outflow of

economic benefits that can be reliably estimated.

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

remote.
Related parties

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

family is related to the Group if that person:
(i) has control or joint control over the Group;
(i) has significant influence over the Group; or

(i) is a member of key management personnel

of the Group or the Company's parent.

4,

FEREFEE(E)

(s) BERIREE

HWARERBEEMFMAELIIEESL
WEEMT BREAREEEN @ IAE
THREERRH B FEMG - 8
A EER RSB A EEREE -

i AT BE BB 78 AR Mt - S BB
ASEME BEFRBEARABE
MR H AR B R 28 2 AT R MR RURR Sb
MEBERE 2 FERBERTELE A
FALBEEMHTAEE  BEEET
ERIABERE  ERLKEMNEZ
FTREMEETRRIBR D

(t) BEEAL

(@) MHEATAL  BIZALSZALT
AR A S [ R

() PEEHIRAREAER
(i) BAKEEERFEN %X

(il AAREEFIARFEFRFEE
ZEBAEMER—FBKE

Annual Report 20182 115



Fujian Nuogji Co., Ltd. ® BE#FRHER AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR M

For the year ended 31 December 2018 #E =%

4. SIGNIFICANT ACCOUNTING POLICIES 4.

(continued)

(t) Related parties (continued)

—N\FEF+ZA=1+—HILEE

(b) An entity is related to the Group if any of the

following conditions apply:

(i) The entity and the Group are members of

the same group (which means that each

parent, subsidiary and fellow subsidiary is

related to the others).

(i) One 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).

(iii)
third party.

Both entities are joint ventures of the same

(iv)  One entity is a joint venture of a third entity

and the other entity is an associate of the

third entity.

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

for the benefit of the employees of the

Group or an entity related to the Group.

(vi)  The entity is controlled or jointly controlled

by a person identified in (a).

(vii)

A person identified in (a)(i) has significant

influence over the entity or is a member of

key management personnel of the entity (or

of a parent of the entity).

(viii)

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’s parent.
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 &£ ==

4. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(t)

(u)

Related parties (continued)

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

() that person’s children and spouse or domestic

partner;

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

partner; and

(i) dependents of that person or that person’s spouse

or domestic partner.
Segment reporting

Operating segments, and the amounts of each segment
item reported in the financial statements, are identified
from the financial information provided regularly to the
Group's most senior executive management for the
purposes of allocating resources to, and assessing the
performance of, the Group's various lines of business

and geographical locations.

Individually material operating segments are not
aggregated for financial reporting purposes unless the
segments have similar economic characteristics and are
similar in respect of the nature of products and services,
the nature of production processes, the type or class of
customers, the methods used to distribute the products
or provide the services, and the nature of the regulatory
environment. Operating segments which are not
individually material may be aggregated if they share a
majority of these criteria.
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Fujian Nuogji Co., Ltd. ® BE#FRHER AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR M

For the year ended 31 December 2018 #E T — N\F+_A=+—HILFE

5. CRITICAL ACCOUNTING JUDGMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

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

within the next financial year, are discussed below.
(a) Property, plant and equipment and depreciation

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

abandoned or sold.
(b) Impairment of property, plant and equipment

Property, plant and equipment are reviewed for
impairment whenever events or changes in
circumstances indicate that the carrying amount of the
assets exceeds its recoverable amount. The recoverable
amount is determined with reference to the fair value
less costs of disposal. Where the fair value less costs of
disposal are less than expected or there are
unfavourable events and change in facts and
circumstance which result in revision of fair value less

costs of disposal, a material impairment loss may arise.
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Fujian Nuogji Co., Ltd. ® BEHFRH AR AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 &£ ==

CRITICAL ACCOUNTING JUDGMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

(c)

(d)

Net realisable value of inventories

Net realisable value of inventories is the estimated
selling price in the ordinary course of business, less
estimated costs of completion and selling expense.
These estimates are based on the current market
condition and the historical experience of
manufacturing and selling products of similar nature. It
could change significantly as a result of changes in
customer taste and competitor actions. The Group will
reassess the estimates by the end of each reporting
period.

Going concern

The directors of the Company have given careful
consideration to the future liquidity of the Group in light
of the Group’s net current liabilities of approximately
RMB22,135,000. The directors consider that it is
appropriate to prepare the financial statements using a
going concern basis. Further details are set out in notes
2(b) and 33(c). Should the Group be unable to continue
as a going concern, all of the Group's assets and
liabilities would have to be stated at net realisable
value. In particular, the non-current assets and the non-
current liabilities would have to be reclassified as current
assets and current liabilities respectively and provision

for contingent liabilities may be required as a result.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR M

For the year ended 31 December 2018 #E T — N\F+_A=+—HILFE

6. REVENUE AND SEGMENT REPORTING 6. WHERDHEH
The Group's primary operating segment is the retailing of AEBHNETELENBEELERERMTE
men’s and women's casual apparels. Since it is the only E o R D AREER AL S E - B
operating segment of the Group, no further analysis thereof is B2 HE—T D -
presented.
Besides, the Group’s customers and non-current assets are AN REB RS RIERSEEHM NS
solely in the PRC. No further analysis on the geographical BIARKE - WHRZHHEMBUBEEMNE—FH
information thereof is presented. 1 e
(i) Information about major customers () EBRXTEEFNEH
Revenues from one (2017: Nil) customer of the Group KEAEE R (ZE—+F: E)RP
amounted to RMB597,000 (2017: Nil), which represent MU A s AR 597,000 (—ZZE—+
10% or more of the Group's revenues for the year F:8) HAEEBE_ZS—N\F+=
ended 31 December 2018. R=+—RIEFEMNRE 10% A L -
(i) Disaggregation of revenue (i) W=EBD
In the following table, revenue is disaggregated by THREFEMERETS  FEERIE
primary geographical markets, major products and REEE D -
timing of revenue recognition.
2018 2017
—E-N\E —IZ—tF
RMB’'000 RMB’000
AR®T ARETFT
Primary geographical markets FTEBETS
The PRC ] 2,177 39,098
Major products TEEm
Men's and women's casual apparels B R AR &S 2,177 39,098
Timing of revenue recognition W 25 RERR BE
Product transferred at a point in time S TE R R B S Y E 2,177 39,098

Note: The Group has initially applied IFRS 15 using the cumulative
effect method. Under this method, the comparative
information is not restated and was prepared in accordance
with IAS 18 and IAS 11.

120 Annual Report 2018 4

MiEE - AEEEH R P EEV L ERBEERETE
WMEERE 55 - LR ATELRE
B Ess) - DHIREEFR & ERE 1855
LB GRS 11 5RRES -



Fujian Nuogji Co., Ltd. ® BTN BB AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

6.

e MR R M

For the year ended 31 December 2018 ZE =L — \F+_A=+—HILtFE

REVENUE AND SEGMENT REPORTING
(continued)

(iii) Details of contract liabilities

6. WHERDIH2H(E)

(i) BHEEFHE

31 December 1 January 31 December

2018 2018 2017

—E-N\F —E-N\F —E—+F

+=A=+-—8 —B—HB +=-—A=+—H

RMB'000 RMB’'000 RMB'000

ARETR ARETR ARKETT

Contract liabilities (Note) EHBE (W) = 56 -

Note: The contract liabilities represented the aggregate amount of

the transaction price allocated to the performance
obligations that are unsatisfied as of the end of the reporting
period. The Group expects the transaction price allocated to
the unsatisfied performance obligations will be recognised
as revenue when the Group transfers goods to the
customers.

Contract liabilities represented receipt in advance from
customers for goods that have not yet been transferred to
the customers. As at 31 December 2017 and 2018, the
contract liabilities mainly included the receipt in advance
received from sales of men’s and women's casual apparels.
The contract liabilities decreased by RMB56,000 during the
year ended 31 December 2018 primarily due to the decrease
in sales with receipt in advance.

During the years ended 31 December 2017 and 2018, all
brought-forward contract liabilities at the beginning of the
financial period were fully recognised as revenue.

Typical payment terms which impact on the amount of

contract liabilities recognised are as follows:

Sales deposits

When the Group receives a deposit before the delivery
of goods, this will give rise to contract liabilities at the
start of a contract, until the revenue recognised exceeds
the amount of the deposit. The amount of the sales

deposit, if any, was negotiated on a case by case basis

with customers.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #E T — N\F+_A=+—HILFE

6. REVENUE AND SEGMENT REPORTING 6. WHERDIH2H(E)
(continued)

(iii) Details of contract liabilities (continued) (iiiy BHEEHEE)
Typical payment terms which impact on the amount of HEBRENABSERKEZEN—R
contract liabilities recognised are as follows: (continued) RERIGERAT - ()
2018
—E2-N\E
RMB’000
ARETR
At 1 January wn—H—H 56
Amounts included in contract liabilities that was A5 AR AWFHEHEEN
recognised as revenue during the year (Note) B (D) (56)
Cash received in advance of performance and FAVEERAENZNEHTERIR S
not recognised as revenue during the year -
At 31 December R+=-—A=+—~8” -
Note: The Group has initially applied IFRS 15 using the cumulative MieE - ANEE B R BEY pE BRI
effect method and adjusted the opening balance at 1 WEERFE 5% UHBR -ZE—N\F—
January 2018. Upon the adoption of IFRS 15, amounts A— R8BSR - RRABIRIBIRE
previously included as “Deposit and advance from ERIFE155% - RAHAIRFRERBK]
customers” (note 22) have been reclassified to “Contract (fsF22) BB\ RAANERE] (M
liabilities” (note 6). 6) °
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OTHER INCOMES 7. HfgA
2018 2017
—E-N\F —EF—tF
RMB’000 RMB'000
AR®T T AREFT
Government grants (Note) BT AL (T ET) 1,286 -
Interest income F WA 195 285
Exchange gain PEE 3 W - 23
Gain on disposal of a subsidiary HeE R B A TR kRS —* _
Reversal of impairment losses on RO RN E 5 IBREEE
trade receivables 98 -
Others EHib 118 107
1,697 415
* Less than RMB1,000 * DA AREE 1,000
Note: Government grants mainly comprised of subsidy related to the Mzt - BN EZ2eEAAERDAREER TRV
Group's incentive of business development. There are no unfulfilled 8 - ZEWUMERBHBERISHAMR -
conditions or contingencies attaching to these grants.
FINANCE COSTS 8. MK
2018 2017
—E-N\F —E—tF
RMB’'000 RMB'000
ARBT T AREFTT
Interests on other borrowings HMEHRFE 1,409 3,027
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9. LOSS BEFORE TAX 9. PBRBiIAIEIE
Loss before tax is arrived at after charging: MR ATE IR T HIB T A R IBBER
2018 2017
—E-N\F —EF—tF
RMB'000 RMB'000
AR%T R AREFTT
Carrying amount of inventories sold EEFEREE 2,152 18,211
Write-down of inventories WoRFEE 45 4,922
Costs of inventories recognised as expenses #ER AR HTF &R A 2,197 23,133
Auditor’s remuneration ZEE & 245 451
Depreciation e 4,010 3,947
Minimum lease payment HIEBERRK 392 1,378
Amortisation of prepaid land lease payments  T& 1< 4= b 7 & 5 IE 4 84 236 236
Staff costs (including directors’ remuneration) B TRA (BIEEZE$)
Salaries, bonus and allowances e JeAL R 2,887 6,486
Retirement benefits scheme contributions RIKERFH B 5K 78 708
2,965 7,194
Loss on disposal/write-off of items of HEWEE - RE KRS
property, plant and equipment TH B RHEE 437 416
Impairment of trade receivables e E 5 IERE - 175
Impairment of other receivables H b fE MR IB R E 931 106
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10. DIRECTORS’ AND FIVE HIGHEST PAID 10. EBERIEBRSFMALTZHE
INDIVIDUAL EMOLUMENTS

The emoluments of each Director were as follows: FEEHeWOT
Retirement
benefit
Salaries and scheme

2018 Fee  allowances contributions Bonus Total
RINER

—B-N\E e HeREE STEIMR 4 st

RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETR AR®TR ARBTR ARETR AR®TR

Executive Directors HITEE
Mr. Xu Haiying TEELE = = - - -
Mr. Sit Hon Wing EEL IS = = = - -
Non-Executive Director FITEE
Mr. Han Huiyuan BEREE - - - - -
Independent Non-Executive BUFHTEE

Directors
Mr. Chan Ming Sun Jonathan PReRa S A 105 - - - 105
Mr. Lee Chi Hwa Joshua FRERSE 105 = = = 105
Mr. Mak Yiu Tong FRREE 105 - - - 105
Total for 2018 —E\F@E 315 - - - 315

Annual Report 20182 125



Fujian Nuogji Co., Ltd. ® BE#FRHER AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

For the year ended 31 December 2018 #E T — N\F+_A=+—HILFE

10. DIRECTORS’ AND FIVE HIGHEST PAID
INDIVIDUAL EMOLUMENTS (continued)

10. EERLBEEFMALTZEME (E)

EEEMewT  (B)

The emoluments of each Director were as follows: (continued)

Retirement
benefit
Salaries and scheme
2017 Fee allowances  contributions Bonus Total
RN
—TtE e HEREM st BT e @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARBTR  ARETR  ARETR  ARETR
Executive Directors HiTEE
Mr. Xu Haiying TEERE (Rt
(appointed on 15 May 2017) nATHREZMA) - - - - -
Mr. Zhang Aiping RETEEM_E—+F
(appointedon 21 April 2017and ~ WAZT—REZIR
resigned on 30 September 2017) R -E—+ENF=THET) - - - - -
Mr. Gao Shufang REAEEMRIE—tE
(appointed on 21 April 2017and ~ MAZ+—REZLR
resigned on 30 September 2017)  R-E—+EAA=THET) - - - - -
Mr. Sit Hon Wing BERRE(RZT—+F
(appointed on 21 April 2017) MAZ+—REZHE) - - - B -
Mr. Ding Hui TEEER_T—LF
(removed on 21 April 2017) MA-t-BE%) - - - - -
Mr. Ding Canyang TREEE(RZE—t4F
(resigned on 15 May 2017) 1A ﬂ‘ﬂﬁﬁiﬂ ) - 9% 3 - 97
Mr. Chen Quanyi ReurE(RZ2—F
(resigned on 21 April 2017) mA=t-H %ﬂ ) - - B B -
Non-Executive Directors HHTEE
Mr. Han Huiyuan BERLE - - - - -
Ms. Ding Lixia TEERLT(RN-E—t%F
(resigned 21 April 2017) WA= +—HEf) - - - - -
Independent Non-Executive BUFHiTEE
Directors
Mr. Chan Ming Sun Jonathan RLrE(RZR—F
(appointed on 21 April 2017) mA=+-H ?% 3i9) 09 - - - 69
Mr. Lee Chi Hwa Joshua FRERE(R_B—+%
(appointed on 21 April 2017) MAZt—BEZE{E) 69 - - - 69
Mr. Mak Yiu Tong FREAE(RZB—+F
(appointed on 21 April 2017) MA=+-PEZME) 69 - - - 89
Total for 2017 “ERLFE 207 94 3 - 304
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10. DIRECTORS’ AND FIVE HIGHEST PAID

11.

INDIVIDUAL EMOLUMENTS (continued)

The five highest paid individuals in the Group during the year
included one (2017: included one) director whose
emoluments is reflected in the analysis presented above. The
emoluments of the four (2017: four) individuals are set out

below:

10. EERLBEEFMALTZEME (E)

FAREBEzEERRRFMALRE-—R(Z
T-LF BRE-REE EMeR¥RNE
XEHNZAFA - O&(ZFE—+HF : @E) A
T2 BEHINMT

2018 2017

—E-N\E 2 tF

RMB’'000 RMB'000

ARET ARET T

Basic salaries and allowances HEARH 4 NoEaL 213 983
Retirement benefit scheme contributions IRIRTBFIET BN 17 13
930 996

The emoluments fell within the following band:

e BRRIATEE :

Number of individuals
A"
2018 2017
—E-N\F —E—+tF

Nil to HK$1,000,000

=% 1,000,000 7T

During the year, no emoluments were paid by the Group to
any of the Directors or the five highest paid individuals in the
Group as an inducement to join or upon joining the Group or

as compensation for loss of office.
INCOME TAX

No provision for PRC enterprise income tax is required since
the Group has no assessable profit for the year ended 31
December 2018 and 2017.

Under the Law of the PRC on Enterprise Income Tax (the “EIT
Law"”) and Implementation Regulations of the EIT Law, the tax

rate of the Company and its subsidiaries is 25%.

11.

AEERFARBRTNESRAEERLAR
BHMALINME - FRIMAREBERKMN
AREER 2 RE A RREBAE -

FriS®t

BE-—2— \fR-F—tF+-A=1+—H
ILFE - AAREEYSERPUET - RBER
th B (R S P S B S -
RERAREFRBRE (LEABRED ki

EMBERABMIEE - KA R REKBA RN
TR 5 25% °
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For the year ended 31 December 2018 #E =%

11.

12.

13.

INCOME TAX (continued)

The reconciliation between the income tax and the loss

before tax is as follows:

—N\FEF+ZA=1+—HILEE

. e (&)

PRSI ELRR TR AT B R 2 HIRR T

2018 2017
—E-N\F —t%F
RMB'000 RMB'000
AR®T T AREFTT
Loss before tax MR 5 A S 1R (19,496) (5,893)
Tax at the PRC statutory rate of 25% B BATER R 25% B 2 HiIA (4,874) (1,473)
Tax effect of non-deductible expenses P HIBA R 2 B & 2,377 1,301
Tax effect of non-taxable income BERBMBA Z B2 (38) Ay
Tax effect of tax losses not recognised RERTIEBB 2 MG 2 2,535 243
Income tax for the year FRMEH - -
DIVIDEND 12. RE
The Directors do not recommend the payment of any EETEERBE_ZE-—NF+_A=+—H
dividend for the year ended 31 December 2018 (2017: Nil). FFERBEEMBRE(ZE—HF : &) o
LOSS PER SHARE 13. BREE
Basic loss per share BRELEE

The calculation of basic loss per share attributable to owners
of the Company is based on the loss for the year attributable
to owners of the Company of approximately RMB19,496,000
(2017: RMB5,893,000) and the weighted average number of
610,794,000 (2017: 610,794,000) ordinary shares in issue during
the year.

Diluted loss per share
No diluted loss per share are presented as the Company did

not have any dilutive potential ordinary shares for the years
ended 31 December 2018 and 2017.
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14. PROPERTY, PLANT AND EQUIPMENT

14. W% - BERRE

Furniture,
fixtures
and office Motor Leasehold
Buildings  equipment vehicles improvement Total
KE - £EB
BF RBAZEERE AE HE#PB @st
RMB'000 RMB’000 RMB'000 RMB'000 RMB'000
ARETT AREFT AREFTT ARETT ARETR
Cost S
At 1 January 2017 RZF—+F—H—H 74,286 941 2,674 - 77,901
Additions NE - 378 - 1,472 1,850
Disposal/write-off HE - (906) (1,508) - (2,414)
At 31 December 2017 RZZ—tF
and 1 January 2018 +T-A=+—BRK
—E-\&—H—H 74,286 413 1,166 1,472 77,337
Additions NE - - - 2 2
Disposal/write-off e/ - (68) - (540) (608)
At 31 December 2018 RZE-NE
+-A=1+—H 74,286 345 1,166 934 76,731
Accumulated depreciation ZEFHTE
At 1 January 2017 R-E—+F—A—H 14,108 532 2,11 - 16,751
Charge for the year FEHRAY 3,536 56 132 223 3,947
Disposal/write-off HE s - (509) (1,374) - (1,883)
At 31 December 2017 RZZ—tF
and 1 January 2018 +ZA=+—8k
—E2-\F—H—H 17,644 79 869 223 18,815
Charge for the year FEMRX 3,531 81 119 279 4,010
Disposal/write-off HEMisH - (39) - (132) (171)
At 31 December 2018 RZE-N\F
+ZA=+—H 21,175 121 988 370 22,654
Net book value BREE
At 31 December 2018 RZZE—N\E
+-A=1+—H 53,111 224 178 564 54,077
At 31 December 2017 RZTE—+F
+=-A=+—8H 56,642 334 297 1,249 58,522

Buildings which held for own use are situated in the PRC. At
31 December 2017, buildings with carrying amount of
approximately RMB56,642,000 were pledged for the Group's
other borrowings (see Note 25). As at the date of this annual
report, such pledge has been discharged.

RIEERNEFURFE RZT—+F+=
A=+—08  REEHARKS6642,0007T2
BFE A S E 6 E A {8 REE (R
25) - RAERAE - BREIEIAE #R -
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15. PREPAID LAND LEASE PAYMENTS 15. AR L AERE
2018 2017
—g-NE —Ft%F
RMB’000 RMB’000

ARBTR ARETT

Cost AR

At 1 January and 31 December R—A—BE+=ZA=+—H 11,772 11,772

Accumulated amortisation: E-g: £

At 1 January ®n—HA—H 1,685 1,449

Charge for the year FERX 236 236

At 31 December Rt+=-—A=+—H 1,921 1,685

Net book value: BRTEE :

At 31 December R+=—A=+—H 9,851 10,087

Represented by: 15 :

Non-current portion JEENEAEL 9,615 9,851

Current portion BNERER 5 236 236
9,851 10,087

At 31 December 2017, the carrying amount of prepaid land RZE—+tF+ZA=+—H REBEHAA

lease payments amounting to approximately RMB10,087,000 R # 10,087,000 7T &9 FE +f + 0 A0 & FRIE B 47

have been pledged as security for the Group's other EAmFAREEEMEZREEE(BNE25) o

borrowings (see Note 25). As at the date of the annual report, RAFHRAE - BEEACEELR -

such pledge has been discharged.
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16. INTERESTS IN A SUBSIDIARY 16.

17.

The table below lists the subsidiary of the Company which, in
the opinion of the Directors, principally affected the results
for the year or formed a substantial portion of the net assets
of the Group.

Particulars of the subsidiary as at 31 December 2018 are as

R—ENB QAR

TRINFEEFRARTIEZEFAEERIBRAR
SEEEFERK—HBOZARBZMBAR °

RARRZZE-—NF+ZA=+—HZHER

follows: AlLZFFBWT
Principal country of Percentage of the
operation/Place of Issued and  ownership interest/

Name incorporation paid-up capital  voting power Direct  Principal activities
BEMEIEER/ EREERES

£ SRR AL i ERTRARRE SRESLEE FEEH

Quanzhou Yande Commerce & The PRC/the PRC RMB3,000,000 100%  Trading of men's apparels

Trading Co., Ltd *# e,/ AR 3,000,0007C BTRHES

FMERHEERAR

* The English name is for identification purpose only

N Registered as a wholly foreign owned enterprise with limited

liability under the laws of the PRC

* R RS

: REFEEEIMAIEBERRAF

INVENTORIES 17. 78
2018 2017
—E-NF —FT—+tF
RMB’'000 RMB'000
AR¥T T ARETT
Finished goods EK 50 2,258
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18. TRADE RECEIVABLES

19.

The Group's trading terms with its customers are mainly on
credit, except for new customers, where payment in advance
is normally required. The credit period is generally one
month, extending up to three months for major customers.
The Group seeks to maintain strict control over its
outstanding receivables in order to minimise credit risk.
Overdue balances are reviewed regularly by the Directors. In
view of the fact that the Group's trade receivables relate to a
large number of diversified customers, there is no significant
concentration of credit risk. The Group does not hold any
collateral or other credit enhancements over its trade
receivable balances.

The aging analysis of trade receivables, based on the invoice
date, and net of allowance, is as follows:

8. BB IR

AEEEEEFPNESHERAGERE  EH
BRI HEPATABENK - EEHME
BA—EA XERPAUNERE=MEA K
SEBHE KB ERUBFRETBAREH A
FEERBHEEZRE EXTHRIBHER -
ERNAEBRUEZIFBESRAELTILE
F - AKBYEBEXNEERETRER - AEEL
B EENE S FORE SRR T AER RS
TTHMINREEREE -

REFEHHARNBRBEENERE S FIEREKR S
W

2018 2017

—E-NF —T—+tF

RMB’'000 RMB'000

ARET ARET T

Within 1 month 18 AR - 68

The Group recognised impairment loss based on the
accounting policy stated in Note 4(f)(ii).

OTHER RECEIVABLES AND PREPAYMENTS

7R ER AR 15 BY 5E AN Pt & 5T BURERURLE
B -

9. HttEWRIERANFIEA

2018 2017

—E-N\F —EF—tF

RMB’000 RMB'000

AR%ET R ARETF T

Prepayments B RIE 50 567
Rental deposits Heke 30 130
Other receivables H it fE U GRIE 1,099 2,075
1,179 2,772
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20. BANK AND CASH BALANCES

21.

Conversion of RMB into foreign currencies amounted to
approximately RMB488,000 as at 31 December 2018 (2017:
RMB90,258,000) is subject to the PRC’s Foreign Exchange
Control Regulations.

TRADE PAYABLES

20.

21.

RITRA SRR

R-ZE—NE+-_A=+—H HARE
488,000 70 (=& —+t4F : AR 90,258,0007T)
EERBAEINEEFIEHIRFIAARELRA
HNEE o

N EZ IR
2018 2017
=t e
RMB’000 RMB'000

AR®TRT AREBTET

Trade payables e E 5308

642 663

The trade payables are non-interest-bearing and are normally
settled on one month's term.

The following is an aged analysis of trade payables presented

based on the invoice date at the end of the reporting period:

ENESRB/TE  —RR—EAWIR

M -

NTRRMEHRIZERAM2IINENES
KB BRI

2018 2017
—E-N\F —T—+tF
RMB’000 RMB’000

AR¥TRT ARKBTET

Within 1 month 1B A AR - 10
1 to 3 months 12 31EA - 13
3 to 6 months 3ZE6MEHA - 64
6 months to 1 year CERAZENF - 576
Over 1 year i1 F 642 -

642 663
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22. OTHER PAYABLES AND ACCRUALS

22. HittEENRERESEM

2018 2017
—E-N\F —EF—tF
RMB’000 RMB'000

AR®TRT ARKTE

Deposit and advance from customers BPike kBN - 56
Accruals JEETE A 697 980
Other payables H At e~ /I8 5,831 703

6,528 1,739

23. AMOUNT DUE TO A FELLOW SUBSIDIARY/
AMOUNT DUE TO AN INTERMEDIATE
HOLDING COMPANY

The amounts due to a fellow subsidiary and an intermediate
holding company are unsecured, interest-free and repayable

on demand.
24. LOAN FROM A SHAREHOLDER

The loan from a shareholder is unsecured, interest-free and

repayable on demand.
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25. BORROWINGS

25. fER

2018 2017

—E-N\F —EF—tF

RMB’'000 RMB'000

ARET R ARETIT

Other borrowings — Secured HibfER — BEM - 80,000
The borrowings are repayable as follows: ARAT HABEE 2 B3R

In the third to fifth years, inclusive FoEERFAN(BREEEME) - 80,000

Less: Amount due for settlement within J8 - ZBRN 128 B 4 k-

12 months (shown under (RBBEETAR)

current liabilities) - -

Amount due for settlement after 12 months  ZBR12{E BB EE 2 & 58 - 80,000

The other borrowings with fixed interest rates were 7.65% and
7.4% per annum for the years ended 31 December 2018 and
2017 respectively. The other borrowings were denominated in

RMB. The other borrowings were fully repaid during 2018.

As at 31 December 2017, other borrowings of RMB80,000,000
was secured by (a) a charge over the 311,504,940 domestic
shares of the Company by Hao Tian Investment (China)
Company Limited, the controlling shareholder of the
Company; and (b) a charge over the Company’s land with
carrying amount of approximately RMB10,087,000 and
buildings with carrying amount of approximately
RMB56,642,000. As at the date of this annual report, both

charges have been released.

BE_T-N\FR-_ZT—tF+-A=+—H
IEFE - B AE R B4R B E F FI K 7.65% K
74%5H 8 o EMERILARBHE - EMER
ER-ZE-NFEHEE -

NZZ—+F+-A=+—H AHARE
80,000,000 7T 2 E Ath f& 5 T5 A T 51 F IHE R K
o @ARENERBRERZREE (RE)BRA
B A 2 ANA T 311,504,940 B WA BE 2 452
K (b) AR A FIBREEL AR 10,087,000 7T 2
i K BR (B 49 A R ¥ 56,642,000 7T 2 1EF 2 4F
5o RAFHRAE - MIKHY SRR -
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26.

27.

SHARE CAPITAL 26. BA&
Number of
shares Amount
ROEE 8
RMB'000
AREFT
Registered: i
Ordinary shares at RMB0.20 BREEARKE0.207T
(2017: RMBO0.20) each ZE—+F: AR¥0.207L)
2 BB
At 1 January 2017, 31 December 2017, WZE—+H—H—1"
1 January 2018 and 31 December 2018 —F—+Ft+=-A=+—80"
“T-N\F-A—HK
—F—-N\FE+=-A=+—H 610,794,000 122,159
Issued and fully paid: ERITREE :
Ordinary shares at RMB0.20 FREEAR0.207T
(2017: RMB0.20) each (ZF—tF: AR®0207T)
Z BB
At 1 January 2017, 31 December 2017, RZE—+F—H—H"
1 January 2018 and 31 December 2018 —Z—+F+-_A=+—8 "
“E-\F—A-HBHRK
—E-N\Ft+ZHA=1T—H 610,794,000 122,159

RESERVES

(a)

The amounts of the Group's reserves and the

27. f#fE

(a)

movements therein are presented in the consolidated

statement of profit or loss and other comprehensive

income and consolidated statement of changes in

equity.

(b)

(i)  Share premium

Nature of the statutory reserve of the Group

(b)

The share premium represents the difference

between the par value of the shares of the

Company and proceeds received from the

issuance of the shares of the Company.
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27. RESERVES (continued)

(b) Nature of the statutory reserve of the Group
(continued)

(ii)

Statutory surplus

Transfers from retained earnings to statutory
reserve fund were made in accordance with the
relevant PRC rules and regulations and the articles
of association of the Company’s subsidiaries
established in the PRC and were approved by the

respective boards of directors.

Statutory reserve fund can be used to make good
previous years' losses, if any, and may be
converted into paid-up capital provided that the
balance of the statutory reserve fund after such
conversion is not less than 25% of their registered

capital.

The Company and its subsidiary in the PRC are
required to transfer a minimum of 10% of their net
profits, as determined in accordance with the PRC
accounting rules and regulations, to the statutory
reserve fund until the reserve balance reaches 50%
of the registered capital. The transfer to this fund
must be made before distribution of dividends to

owners.

The statutory reserve, which is non-distributable, is
appropriated from the profit after taxation of the
Company and its subsidiary under the applicable

laws and regulations in the PRC.

27. B (E)

e MR R M

E_E-\F+_A=+—HBILFE

(b) FEEZERBE2IMEGE)

(i)

EERE

BRERMNEREEEFHBET IR
IRARRE T BAR Bl BOE AR R AR R
BRI Z B A Bl 2 A =2 AR
AmMEHECEESEAZES 1]
fE ©

EERESTAEERTIFER
(%) - WAl AMERA - A
RARBHEERE  ZTREEE
BRADREFEMERZ 25% ©

BREDESFRAUIPER ZHE
RRRRERTE M BABIAR
EFERBEEBRAEANZ & D
10%  BEERESHEHEEIME
RZ50% A1k - MizE e 2 BRA
RAGEE NREBREAE ©

ETEREE (TR IR) TR B BE
AR ROEMR AR B AN DR REM
BRI ZBRIRRER -
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27. RESERVES (continued) 27. & (&)
(c) Reserves of the Company () AnTz@HE
Statutory
Share surplus Accumulated
premium reserve loss Total
RDEE EERBRFRERE RitEE ast

RMB'000 RMB'000 RMB'000 RMB'000
AERBTT AREBTT ARBTT AREBTRL

At 1 January 2017 RZE—+F—H—H 320,811 22,940 (398,770) (55,019)
Total comprehensive income ~ FRZ2HE U 4E58

for the year - - (5,893) (5,893)
At 31 December 2017 as AT+ F

originally presented +ZA=+—8"

[REZT 320,811 22,940 (404,663) (60,912)

Initial application of HRERBERI RS

IFRS 9 (note 3) R 95 (HEE3) - - (194) (194)

Restated at 1 January 2018 RZZ-N\E—-HA—A8"

KL E5 320,811 22,940 (404,857) (61,106)
Total comprehensive income ~ FRZ2E K AE
for the year - - (19,496) (19,496)
At 31 December 2018 RZZE-N\%F
+=ZA=+—H 320,811 22,940 (424,353) (80,602)
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28. SUMMARISED FINANCIAL POSITION OF THE 28. ARBZBHARRBEE
COMPANY

2018 2017
—E-N\E T t&
RMB’000 RMB'000

AR®TRT AREBTET

Non-current assets FRBEE
Property, plant and equipment WE - BE NERE 54,077 58,522
Interests in a subsidiary R—EM B AT s 97 100
Prepaid land lease payments Tar i & FRIA 9,615 9,851
63,789 68,473
Current assets RBEE
Inventories Ve 50 2,258
Trade receivables JEYE 5518 - 68
Other receivables and prepayments Hofth e W k0B R B A FRIE 1,179 2,772
Prepaid land lease payments A L EEKIA 236 236
Bank and cash balances RTINS R 391 90,158
1,856 95,492
Current liabilities REBAE
Trade payables ENE 558 642 663
Other payables and accruals Hib e RIBE R ETER 6,528 1,739
Amount due to a fellow subsidiary JES — R 2B A =l FUE 2,611 316
Amount due to an intermediate holding B —ErR MR R R R IE
company 323 _
Loan from a shareholder —ZBRE e 13,984 20,000
24,088 22,718
Net current (liabilities)/assets e (BE) EEFE (22,232) 72,774
Total assets less current liabilities BEERRDESE 41,557 141,247
Non-current liabilities FRBEE
Borrowings B - 80,000
- 80,000
NET ASSETS EEFE 41,557 61,247
Capital and reserves EARRHE
Share capital R& R 122,159 122,159
Reserves i (80,602) (60,9212)
TOTAL EQUITY R 41,557 61,247
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29. COMMITMENTS 29. &ig

At the end of the reporting period, the Group had the RERE IR - ANEEEA AT AME -

following commitments:

(@) Commitments under operating leases (a) REHERE
As lessee ERRBEA
The Group leases certain of its retail points under AEBERBELEHELHEEEE TS
operating lease arrangements. Leases are negotiated EWEE - KERIEEN Y —2RF (=
for a term ranging from one to five years (2017: one to T—t%: —F0F) AEEBEEERE
five years). The Group does not have an option to REHERSEEMHEE EE - HE
purchase the leased asset at the expiry of the leased WABEXAEE -

period. The leases do not include any contingent rental.

At the end of the reporting period, the Group had REEHR  BREATHECEHEE -
commitments for future minimum lease payments under REEZ RRSEHEREAEART
non-cancellable operating leases which are payable as HIEPREISZ A -
follows:
2018 2017
—E-NF —T—+tF
RMB’'000 RMB’000
AR®T ARETT
Within one year —FLA 300 660
In the second to fifth years, inclusive E_ZERFN(BEEEMSF) 500 680
800 1,340
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30. NOTES SUPPORTING CASH FLOW STATEMENT 30. X#FRE&EREBRM T

Reconciliation of liabilities arising from financing

activities

The following table shows Group's changes in liabilities

BMEZTBHEEN

BEHER

—N\F+ZA=+—HALFE

TREFIARBEAREEDE LN A ESD

arising from financing activities during the year: (EP
Amount Total
Amount due to an liabilities
duetoa intermediate from
Loan from a fellow holding financing
Borrowings  shareholder  subsidiary company activities
EfN-8 Bt —
RE-% A RNER  REEHZ
B BRRZEX ARNE AERE AL
(Note 25) (Note 24) (Note 23) (Note 23)
(Ma2s)  (WsE24)  (MaE23) (&)
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTLT ARETR AREKTT ARETT ARETR
At 1 January 2017 RZZ—+45—-H—H - 8,000 - - 8,000
Changes in cash flows Rene%y 80,000 12,000 316 - 92,316
At 31 December 2017 and RZZE—+F
1 January 2018 +ZA=+—-Bk
—Z-\5-A—H 80,000 20,000 316 - 100,316
Changes in cash flows Hene® (80,000) (6,016) 2278 323 83,415
Non-cash changes FHLEH
— exchange adjustment —[E R A% - - 17 - 17
At 31 December 2018 RZZE—N\F
+=ZA=+—H - 13,984 2,611 323 16,918

Note: The cash flows from borrowings make up the net amount of

proceeds from borrowings and repayments of borrowings in the

consolidated statements of cash flows.

M - NRERSRERABKKEES
BHRAFENEFNRSRE
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—N\FEF+ZA=1+—HILEE

31. DISPOSAL OF SUBSIDIARY & B A B
On 12 January 2018, the Group disposed of its subsidiary RZZE—NF—A+=ZH AEEBLEENS
Nuogi Holdings (Hong Kong) Limited which is engaged in the heft 5% iR B B &9 MY B 2 5 Nuogi Holdings
provision of in trading of men'’s apparels. The net assets of (Hong Kong) Limited © 7 i & H HiNuogi
Nuogi Holdings (Hong Kong) Limited at the date of disposal Holdings (Hong Kong) Limited &) & /& /% {& i
were as follows: N
12 January
2018
=L it
—A+t=H
RMB’000
AREFT
Cash B"e -
Gain on disposal of subsidiary T AF A HEY
included in profit for the year BT A mIU & —*
Total consideration HRE —*
Satisfied by: IATEIH A A
Cash Rne —*
Total #Et —*
Net cash inflow arising on disposal: HEMESBRSRAFHA -
Cash consideration RERE —*
Cash balances disposed of BEHERSEH —*

* Less than RMB1,000
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32. RELATED PARTY TRANSACTIONS

33.

(a)

(b)

Related party transactions

There were no other related party transactions and
balances except for those disclosed elsewhere in the

financial statements.
Compensation of key management personnel
The emoluments of the Company’s Directors, who are

also identified as members of key management of the

Group, are set out in note 10.

FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial risks:

foreign currency risk, credit risk, liquidity risk and interest rate

risk. The Group’s overall risk management programme

focuses on the unpredictability of financial markets and seeks

to minimise potential adverse effects on the Group's financial

performance.

(a)

(b)

Foreign currency risk

The Group has minimal exposure to foreign currency
risk as most of its business transactions, assets and
liabilities are principally denominated in the functional

currencies of the Group entities.
Credit risk

The credit risk on cash and bank balances is limited
because the counterparties are banks with high credit-

ratings assigned by international credit-rating agencies.

32.

33.

e MR R M

—N\F+_A=1+—HIFE
BERRS
(a) BELXRS

R BmREME D AIREEIN
HiRE TR 5 R sk -

B

(b) FEEEAESHME

ARAIER (NMERR/AEEZERERE
B8 ) Z HMB M0 °

M EREE
AEBEREEEYZEPBRR - SNER
e EERE  RBETEREFXRER - K
SEzERRRE RS INERTISEZL
BRZEYE  ARSKEERDEAEENB

KRB ATBEIER Z TR & -

(a) HhEEREBR
HRARIDEHRS BERARER
UAREEERZINEERIIE  BAE
BpTAR ZINERBIBERIE

(b) FERER
BN HH T RBEREEFREENE

REAREEMRZRT  HRE MR
THRBZEERBRABR
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33. FINANCIAL RISK MANAGEMENT (continued)

(b)

Credit risk (continued)

The Group’s maximum exposure to credit risk in the
event that counterparties fail to perform their
obligations at the end of the reporting period in relation
to each class of recognised financial assets is the
carrying amounts of those assets as stated in the
consolidated statement of financial position. The
Group's credit risk is primarily attributable to its trade
and other receivables.

The Group trade only with recognised and creditworthy
customers with no requirement for collateral. It is the
Group's policy that all customers who wish to trade on
credit terms are subject to credit verification
procedures. In addition, receivable balances are
monitored on an ongoing basis and the Group's

exposure to bad debts is not significant.

In order to minimise credit risk, the Directors review the
recoverable amount of each individual receivable
regularly to ensure that adequate impairment losses are
recognised for irrecoverable receivable. In this regard,
the Directors consider that the Group's credit risk is

significantly reduced.

The Group has no significant concentration of credit
risk, with exposure spread over a number of

counterparties and customers.

The Group applies the simplified approach to provide
for expected credit losses prescribed by IFRS 9, which
permits the use of the lifetime expected loss provision

for trade receivables.
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FERR(E)

ERXGHTRERBRERNKRETRES
MEECRRATREEZETR A&
BmG 2 R R ERERRABEEMBHRR
RFTPZEEECREE  AEB 215
ERBRERREEBKE SRR L EAM
JEWTRIA

AEEERERVTAGERIFNEFE
IX5 BHERG NEEBRRBH
BERZRERATETRINEPHAR
BERZERF - WIN BEGIARE
F B 0 B2 1 B AN 5% (B [ e A 0 AR LB
REK-

AREEERR  EETE RS @5
FEYRIA Z AT Bl £ 58 - fE R R A AT
[l &R IRER T RRERE R - Bl
BEERR ARBEZEERREAER

o

AEBELEEAETHNEERR
DN EBRBHTREP °

B
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33. FINANCIAL RISK MANAGEMENT (continued)

(b)

Credit risk (continued)

The following table provides information about the
Group's exposure to credit risk and ECLs for trade
receivables and other receivables as at 31 December
2018:

33. BIRAKRERE (&)

(b)

FERR(E)

TRIEEEHE -_Z—N\F+_A=+—
BALEFESEERRBLXERE SR
BEREMERFBENBHREESBEZE
e

Gross
Expected carrying Loss
loss rate amount allowance

BEHEFEEER #ARE A EREE

(%) RMB'000 RMB’000
AREBTIT  ARBTT

Trade receivables EWE S HIE

More than 90 days past due E1 AR B 90 K 100% 77 (77)

Other receivables HiEWRUIE

Rental deposits ek 84.04% 188 (158)

Other receivables H b rE g s 49.38% 2,172 (1,073)
2,360 (1,231)

In measuring the expected credit losses, the trade
receivables have been assessed on a collective basis as
they possess shared credit risk characteristics. They have

been grouped based on the days past due.

Trade receivables are written off (i.e. derecognised)
when there is no reasonable expectation of recovery.
Failure to make payments within 90 days from the
invoice date and failure to engage with the Group on
alternative payment arrangement amongst other is
considered indicators of no reasonable expectation of

recovery.

FFEEHEEERE  BRESFHIET
REREEN G DEREBEENZEE
R - WETRBEHEBILE -

FEWE 5 5k IA & 18 T8 B 2K A2 Y B 15 4
3 (B4R L HERR) © M (R B 48) A B
BHEAHEIORANREAREEAEE
MITEMNRLZH  BRRRESIEK
EIFEHR IR
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33. FINANCIAL RISK MANAGEMENT (continued)
(b) Credit risk (continued)

Prior to 1 January 2018, an impairment loss was
recognised only when there was objective evidence of
impairment (see note 4(g)(ii)). At 31 December 2017,
trade receivables of RMB175,000 was determined to be
impaired. The ageing analysis of trade debtors that
were not considered to be impaired was as follows:

33. IKEARER(E)

(b) FERR(E)

R-ZE-NF—A—HA EREEH
FEBEBRHBBER T @RRBEER
(RME4Q) R=F—EF+=A
=+—H  AR#¥1750007C 2 EHKE 5
FORWEE BT REIE - B8 A ERE
ZESEBREATOT

2017

—T—tF

RMB'000

ARETT

Neither past due nor impaired REH TR AR E 68

Receivables that were neither past due nor impaired
related to a wide range of customers for whom there
was no recent history of default.

Movement in the loss allowance account in respect of
trade and other receivables during the year is as follows:

R 760 5 7 Rk (L B B UK R IR R % 2 4T 1
W EIE RO T ERE -

FEUL B 55 5018 I B A M SR IR 2 R (B 1

BFERNEEOT -
Trade Other
receivables receivables Total
FEWE 558 Hib WS #@gt
RMB'000 RMB'000 RMB'000

AREBTT ARBTTT ARBTT

At 1 January 2017 RZE—tF—H—H - - -
Impairment losses recognised FRBRRRESE

during the year 175 106 281
Balance at 31 December under BB e ERIE R E

IAS 39 R+ZRA=+—Rz&&% 175 106 281
Impact of initial application of BRIE AR A B 2 A

IFRS 9 (note 3(a)A) F9% T2 (M 3(A) - 194 194
Adjusted balance at 1 January 2018 R=Z—\F—H—H

AR ER 175 300 475

Reversal of impairment losses FRREBERE

during the year (98) - (98)
Impairment losses recognised FRNEHRAERBR

during the year - 931 931
At 31 December 2018 R=F—\F+ZA=+—H 77 1,231 1,308
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33. FINANCIAL RISK MANAGEMENT (continued)

(c)

Liquidity risk

The Group's policy is to regularly monitor current and
expected liquidity requirements to ensure that it
maintains sufficient reserves of cash to meet its liquidity

requirements in the short and longer term.

The management of the Group receives rolling
12-month cash flow projections on a monthly basis as
well as information regarding cash balances. At the end
of the financial year, these projections indicated that the
Group expected to have sufficient liquid resources to
meet its obligations under all reasonably expected

circumstances.

The following tables show the remaining contractual
maturities at the end of the reporting period of the
Company'’s financial liabilities, based on undiscounted
cash flows (including interest payments computed using
contractual rates or, if floating, based on rates current at
the reporting date) and the earliest date the Company

can be required to pay.

33. BIRAKRERE (&)

(c)

REE SRR

RE B W R GE E BRI MR
BESHF BREFEHRSFHERE
mREEMREMZRBESTFL

FAEBEEEBAREREARSRE
AR BEREEHRZER - NI
FREAERR - 25 T8 R R A & E 78
BERRRDERENAASERNE
U REAE

TRETREMRERFSREA BN
TAENIHER - DRERBBARS R
E(BRNAAOMNERL(RFEBFIE)
k& HEERIA R EN BN RA
AFRERZRFAMGHE -

1

/;

>
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33. FINANCIAL RISK MANAGEMENT (continued)

(c) Liquidity risk (Continued)

The maturity analysis of the Group's financial liabilities is

as follows:

—N\FEF+ZA=1+—HILEE

BERRER (&)
(c) REELEMRE(E)

AEETHEA

BEONFEOHFIT

Total
contractual
Carrying  undiscounted Less than Between 1 Between 2
amount cash flow Tyear  and2years  and 5 years
ARARE
BREeRE
RAEE ko —FR —EZWE WELF
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AEETT ANRETT ARETT ARETT ARETT
At 31 December 2018 RZE-NE
+:H + A
Trade payables ENES 642 642 642 - -
Other payables and accruals HﬁﬁJTﬁ'ﬁ IE&FE Jr%%}iﬂ 6,528 6,528 6,528 - -
Amount due to a ER—ARZNEAT
fellow subsidiary 2,611 2,611 2,611 - -
Amount due to an intermediate  FEff—fRHR MER A FIFE
holding company 323 323 323 - -
Loan from a shareholder —ZREZER 13,984 13,984 13,984 = =
24,088 24,088 24,088 - -
At 31 December 2017 RZZ—+&
TZA=+-H
Trade payables ENE S8 663 663 663 - -
Other payables and accruals Hi R IE&FJ%% 1,683 1,683 1,683 - -
Amount due to a ER—HRZNEAR
fellow subsidiary 316 316 316 - -
Loan from a shareholder —ERRZER 20,000 20,000 20,000
Borrowings &35 80,000 94,767 5920 5920 82927
102,662 117,429 28,582 5920 82927
(d) Interest rate risk (d) FI=@Ek
As the Group has no significant interest-bearing assets HRAEETEEATREERERE
and liabilities, the Group’s operating cash flows are WARBEzEERERERE EHUR
ISR R 2 &F) -

substantially independent of changes in market interest

rates.
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33. FINANCIAL RISK MANAGEMENT (continued) 33. MBEBRER(E)

(e)

(f)

Fair values (e) AFE

The carrying amounts of the Group's financial assets R E MBI KT R AL E S #E
and financial liabilities as reflected in the consolidated EreREAENFREERESEEND
statement of financial position approximate their FEEE -

respective fair values.

Categories of financial instruments (fl ==WMIAEH

2018 2017
—g-NE —Ft%F
RMB’000 RMB'000

AR¥TRT ARKTET

Financial assets SRIEE
Loans and receivables: BN ENRIE
Trade receivables JEWE 5k 1E - 68
Other receivables H At EUFRIE 1,129 2,205
Bank and cash balances RITRIB &% 488 90,258
1,617 92,531
Financial liabilities SRIBE
Financial liabilities at amortised cost: REHEKAIRNSEE
Trade payables JERTE S RIE 642 663
Other payables and accruals H b RIA R ES B A 6,528 1,683
Amount due to a fellow subsidiary JE < — i1 [B) 2 Bf |8 & R RRIE 2,611 316
Amount due to an intermediate FERT—REHR M ER A RIFIE
holding company 323 -
Loan from a shareholder —ZBRRZER 13,984 20,000
Borrowings [EE2N = 80,000
24,088 102,662
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34. CAPITAL MANAGEMENT POLICIES AND 34. EXREEBERER

PROCEDURES

The Group's objective of managing capital is to safeguard the
Group's ability to continue as a going concern in order to
provide returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital structure to

reduce cost of capital.

In order to maintain or adjust the capital structure, the Group
may adjust the amount of dividends paid to shareholders,
return capital to shareholders, issue new shares or sell assets

to reduce debts.

The capital structure of the Group consists of debts disclosed
in Notes 23, 24 and 25, cash and cash equivalents and equity
attributable to owners of the Company, comprising share
capital and reserves as disclosed in Notes 26 and 27
respectively. The Group's risk management reviews the
capital structure on a semi-annual basis. As part of this review,
the management considers the cost of capital and the risks

associated with each class of capital.

The Group monitors capital using a gearing ratio, which is
total borrowings divided by total assets. Total borrowings

include loan from a shareholder and borrowings.

The gearing ratios as at the end of the reporting periods were

as follows:

ARBZERNEREBRREAREERES
B M ARRREHRD R - R FREEMON R
MRREE Z Mt - WHER&EZ EARRBLRIEK

REFRABENER  AEEERERK
REMZBEERE  MBRRTEER  EITH
PRk B E AR ERS o

REFE 2 EREBBEEME23 - 24 R25TH
BEL RERRSEEWAREKQRHEE A
FEAGHEZ - BIED R BRI 26 %27 2 IR
ARfEE - AEEZRREREINSFLFTERH
BAERE - (EARABEHN D  BEEZ
BERKARASEEREHE AR

AEBEEREERBL R (BABRGAEE
BE)EEER - BIERBERREFRRMER

BEHRNEEABLENT

2018 2017

—E-N\EF —EFE—tF

RMB’000 RMB'000

AR%T AREETIT

Loan from a shareholder —ZREHER 13,984 20,000
Borrowings EEN - 80,000
Total borrowings 4B E 13,984 100,000
Total assets WEEE 65,645 163,965
Gearing ratio BERBBLX 21.3% 61.0%
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EVENTS AFTER THE REPORTING PERIOD

Subsequent to the end of the reporting period, there are
certain updates in respect of the status of suspension of
trading in shares of the Company, and further details of which
are stated in note 2 to the financial statements.

APPROVAL OF CONSOLIDATED FINANCIAL
STATEMENTS

The financial statements were approved and authorised for
issue by the Board of Directors on 20 March 2019.

35.

36.

BEMREE

W B S - BRI R S B B AR
ZANEETEY - AWEE—SHEERR
BmRME2 -

BEREMBRE

BBHREN_F-NF=A_THEEEY
BUAE AT o
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MBERBE

31 December 2018 —2—N\F+=-A=+—H

A summary of the published results and of the assets and liabilities ZAEBRAREAVBFENE FIZEEUAREER
of the Group for the last five financial years prepared on the basis B EMEEEJIRE T X EHEERE -

set out in the notes below:
RESULTS -

Year ended 31 December
BE+-A=t-BiLEE
2018 2017 2016 2015 2014
“E-\§ ZE+H5 ZEZ-RE CZEZ-hf CZT-MmE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETRT ARETL AREFL AREFT ARETR

REVENUE WA 2,177 39,098 4,430 21,541 322,525
(LOSS)/PROFIT BEFORE TAX BERT (E1R) /A (19,496) (5,893) 406,195 (355,285) (701,828)
IN COME TAX EXPENSE FERAX - - - - (19,043)
(LOSS)/PROFIT FOR THE YEAR EE(BE)/ %5 (19,496) (5,893) 406,195 (355,285) (720,871)
(Loss) profit attributable to: PAT AL RE(E (B518) &7 :
Owners of the Company VN DN (19,496) (5,893) 406,195 (355,285) (720,871)
ASSETS AND LIABILITIES BEERERE
As at 31 December
W+=A=+-H
2018 2017 2016 2015 2014

Z®-\E “F-tF “TAF “F-EF  CTWE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR ARETT ARETT ARETR ARETR

TOTAL ASSETS BERE 65,645 163,965 78,226 165,413 529,609
TOTAL LIABILITIES BEER (24,088) (102,718) (11,086) (535,008) (543,919)
NET ASSETS/(LIABILITIES) EEFE/(BEFHE) 41,557 61,247 67,140 (369,595) (14,310)
Notes: BisE

The consolidated results of the Group for the year ended 31 December 2018 and the ~ AEE#HZ-ZT—N\F+-A=+—HILFENGEEFALR

consolidated assets and liabilities of the Group as at 31 December 2018 are those set T N\F+ A=+ BNEEEERBERARERENMNE
out on pages 54 to 55 of this annual report. F55 B FTEE o
The above summary does not form a part of the audited financial statements. B E W ER A TR B WK —FD °
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