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MILESTONES ACHIEV

ED IN LAST 15 YEARS

L3

EBOHR
R R

Mr. Hon Kwok Lung acquired partial
equity interest in the Company (formerly
known as China Everbright Technology
Limited) that included 100% equity
interest in EBOHR Luxuries International
Limited with its domestic watch brand
“EBOHR".

2004 -

The name of the Company changed to
China Haidian Holdings Limited.

011

ETERNRAR

SINCE 1856

Acquired 100% equity interest in Eterna
AG Uhrenfabrik with its Swiss watch
brand “ETERNA".

i 2008, s =

CORUM

LA CHAUX-DE-FONDS - SUISSE

Acquired 100% equity interest in Montres
Corum Sarl with its elite Swiss watch
brand “CORUM".

[Q

ROSSINI
& 06 e

—— 2008

Acquired 91% equity interests in Zhuhai
Rossini Watch Industrial Limited with its
domestic watch brand “Rossini”.

Zhuhai Rossini Watch
Industrial Limited moved
to the Zhuhai National
Hi-tech Industrial
Development Zone in
Guangdong Province. The
Rossini Watch Industrial
Park and Rossini Clock
Museum were opened.
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2014

Acquired 100% equity interest in The
Dreyfuss Group Limited with its Swiss
watch brands “ROTARY"”, “DREYFUSS &
CO"” and “J&T Windmills".

&

BENDURA BANK

IR

207158

Acquired 83.22% equity interest in
Valartis Bank (Liechtenstein) AG (currently
named as Bendura Bank AG).

The EBOHR Building, the new facilities of
EBOHR Luxuries International Limited in
Shenzhen, has been fully operational.

The name of the Company changed to
Citychamp Watch & Jewellery Group
Limited.

Citychamp Watch and Jewellery SwissCo
AG issued bonds of CHF100 million in
Switzerland, which was listed and traded
on the SIX Swiss Exchange.

S e,

.| ]

The second phase of the
Rossini Watch Cultural and
Industrial Park in Zhuhai
was opened.

Acquired Shun Heng
Securities Limited and
Hong Kong Metasequoia
Capital Management
Limited.

-\\

Bendura Bank AG established its first
representative office in Hong Kong.

20lis

BORE

1856

L

Acquired 82.50% equity interest in Ernest
Borel Holdings Limited (stock code: 1856)
with its Swiss watch brand “ERNEST
BOREL".







BEYOND OUR BOUNDARIES

Acknowledged both for the aesthetic appeal of our models
and for the technical excellence, we are proud to contribute

to perpetuating the time-honored values.
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BEYOND OUR SUCCESS

Founded in 1998, BENDURA BANK AG is a fully-licensed

bank headquartered in the Principality of Liechtenstein.

We offer bespoke financial services to wealthy
entrepreneurial families and high net worth individuals,
including asset management and investment advice and

security issuance and investment funds.
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CORPORATE HIGHLIGHTS 2018

On 18 March 2018, Mr. Shang lJianguang, Executive
Director and CEO of the Company, was elected as
president of Zhuhai E-commerce Association.

On 29 August 2018, EBOHR awarded the “Asia’s 500
Most Influential Brands in 2018" (=2 — )\ 4F 35 M
i 850058 ) by the World Brand Laboratory. It was
EBOHR's fourth consecutive time to be awarded.

On 9 November 2018, Bendura Bank AG (“Bendura
Bank") established its first representative office in
Hong Kong.

On 21 June 2018, both Zhuhai Rossini Watch Industry
Limited (“Rossini Watch”) and EBOHR Luxuries
International Limited (“EBOHR") was awarded the
“Top 10 Enterprises of Horologe Industry in China Light
Industries” by China Light Industry Council and China
Horologe Association. Rossini Watch also ranked No.
1 in annual Top 10 Enterprises evaluation activities of
Horologe Industry in China Light Industries.

On 12 September 2018, VGB Limited, a subsidiary of
the Company, entered into two agreements to acquire
58.22% equity interest in Ernest Borel Holdings Limited
(“Ernest Borel”), a Hong Kong listed company (stock
code: 1856) with its Swiss watch brand “Ernest Borel”.
The completion of the agreements took place on 18
September 2018 and Ernest Borel became a subsidiary
of the Group.
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FINANCIAL HIGHLIGHTS

Owners' Equity
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Revenue by Proprietary
and Non-proprietary

Brands
HK$'000
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CHAIRMAN'S STATEMENT

2018 was a year of uncertainty and surprises. The global
financial markets were volatile and overshadowed by political
and economic uncertainties. There were concerns that Mainland
China’s economy was slowing down as a result of trade war
between the US and Mainland China and that interest rates would
rise in response to the US interest rate hikes. All these contributed
to cautious sentiment among our consumers and clients, and
created a challenging macroeconomic and market environment for
the Group.
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We continued our efforts to consolidate our strategic strengths,
sharpen our competitive edge, and create synergies.

While our Mainland China and overseas watch business remained
challenging, our private banking business have made progress
towards our strategic goals and contributed significantly to the
Group's performance in 2018.

RESULTS OVERVIEW

Revenue decreased by 1.5% to HK$2.94 billion in 2018, versus
HK$2.98 billion generated in 2017. Profit attributable to the owners
of the Company in 2018 decreased to HK$0.2 billion, which was
HK$0.97 billion or 82.8% lower than HK$1.17 billion earned in
2017. The decrease was mainly due to an one-off gain in disposal
of Seti Timber Industry (Shenzhen) Co., Limited in 2017. Basic
earnings per share were HK$4.63 cents. Return on average equity
and return on average assets were 4.85% and 1.15%, respectively.

The Board, after due deliberation, resolved not to recommend a
final dividend for the year ended 31 December 2018 to preserve
sufficient funds to meet the financial needs of the Group.

STRATEGIC DEVELOPMENT

We take a long-term perspective in formulating strategy and this
is reflected in the nature of our investments. We pride ourselves
on being forward-looking and innovative. We deploy capital
and people where we see opportunities to generate returns
which exceed our cost of capital. We invest in existing and new
businesses, focusing on those where we have a competitive
advantage and where our capital and people can generate long-
term value.

Bendura Bank has developed organically as shown by the stability
of asset under management, improved profitability, higher
liquidity level and increased head count. The establishment of a
representative office in Hong Kong in November 2018 represents a
landmark development.

In September 2018, the Group acquired 58.22% equity interest
in Ernest Borel Holdings Limited (stock code: 01856) (“Ernest
Borel”) at the consideration of approximately HK$374 million. The
acquisition triggered an unconditional mandatory cash offer. As a
result of the offer, the Group held an aggregate of 82.50% equity
interest in Ernest Borel as at 31 December 2018. Under its own
brand, Ernest Borel is engaged in the design, production, marketing

13
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and sale of mechanical and quartz premium watches. Established
since 1856 in Switzerland, Ernest Borel has a heritage spanning
over 160 years. The acquisition strengthens our portfolio of Swiss
brands and our distribution channel in Mainland China.

BUSINESS AND MARKET DEVELOPMENT

With a track record of operating watch business for over 30 years,
we have encountered the challenges of tough market environment.
Such market conditions have led us to take measures to improve
efficiency, to reduce costs where possible and focus on core
operations. These would make us stronger and serve us well in the
longer term when market conditions improve.

The performance of our banking business is very encouraging and
we would deploy more resources in marketing, compliance and
risk management, that are critical to stay competitive locally and
internationally and generate long-term growth.

Details of the progress we made in 2018 for individual companies
and segments are set out in the MD&A of this Annual Report.

CORPORATE GOVERNANCE

To enhance the corporate governance level and transparency, the
Company established several corporate governance policies in
2018, including dividend policy, board nomination policy and board
diversity policy.

ENVIRONMENTAL, SOCIAL, AND GOVERNANCE
PERFORMANCE

Good Environmental, Social and Governance, or ESG, practices
have always been an integral part of the Group's business strategy
and management approach. As a good corporate citizen, the Group
contributes to the communities that we operate our businesses,
especially in Mainland China.

RISK MANAGEMENT

We monitor our risks and uncertainties facing the Group and
formulate and adopt appropriate risk management measures
against each principal risk and uncertainty. In view of our increasing
focus on private banking, fund management and securities trading
business, risk management will continue to be of great importance
for the Group.
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CHAIRMAN'S STATEMENT

OUTLOOK

The local proprietary watch brand business in Mainland China
would continue to grow very slowly in the short term and the
market conditions are expected to improve in the longer term when
the demand for watches will grow modestly all over Mainland
China.

Generally, the foreign proprietary watch brand business remains
challenging. However, there are certain countries where the
results are picking up and have favorable impact on revenue and
profitability. The result is expected to crystalize within a couple of
years.

The banking and financial businesses continue to perform with the
banking business as the main driver of revenue and profitability in
the years to come.

We are and intend to remain a conglomerate with diverse
businesses capable of generating sustainable long-term growth
in value. Most importantly, we are prepared to equip and adopt
ourselves to the ever-changing product, market and economic
circumstances of the businesses we are operating in.

ACKNOWLEDGEMENTS

I would like to thank our Board of Directors and the Directors of our
subsidiaries and associated companies for their wise counsel and
the care with which they have performed their duties during the
past year. | also extend our grateful thanks and appreciation to our
business partners, with whom we look forward to further extending
our cooperation in the coming year. | would also like to thank our
management team and staff for their commitment and outstanding
performance. Lastly, on behalf of my entire team, | thank our
shareholders and customers for their long-standing loyalty and
confidence in the Group.

Hon Kwok Lung
Chairman

Hong Kong, 29 March 2019
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MANAGEMENT DISCUSSION AND ANALYSIS

Year ended 31 December

15

2018 2017 Variation

HK$'000 HK$'000 %

Total revenue 2,937,849 2,982,701 -1.5

Operating expenses 1,587,536 1,574,934 0.8

Gross profit generated from non-banking and financial businesses 1,431,382 1,373,937 4.2

Gross profit generated from banking and financial businesses 483,899 382,270 26.6

EBITDA 541,853 1,624,014 -66.6

Profit before tax 347,112 1,432,764 -75.8

Net profit after tax 241,448 1,211,198 -80.1
Earnings per share attributable to owners of the Company

- Basic 4.63 26.91 -82.8

— Diluted 4.63 26.87 -82.8

As at 31 December

2018 2017 Variation

HK$'000 HK$'000 %

Total assets 20,258,229 21,855,671 -7.3

Total liabilities 15,448,738 16,707,545 -1.5

Total equity 4,809,491 5,148,126 -6.6
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MANAGEMENT DISCUSSION AND ANALYSIS

OPERATING RESULTS

For the year ended 31 December 2018, the Group recorded total
revenue of approximately HK$2,937,849,000 (31 December 2017:
HK$2,982,701,000), a decrease of HK$44,852,000 or 1.5% over
2017.

Operating expenses (including selling and distribution expenses
and administrative expenses) for the year ended 31 December
2018 was approximately HK$1,587,536,000 (31 December 2017:
HK$1,574,934,000), an increase of HK$12,602,000 or 0.8% over
2017.

Gross profit generated from non-banking and financial businesses
for the year ended 31 December 2018 was approximately
HK$1,431,382,000 (31 December 2017: HK$1,373,937,000), an
increase of HK$57,445,000 or 4.2% over 2017.

Gross profit generated from banking and financial businesses
for the year ended 31 December 2018 was approximately
HK$483,899,000 (31 December 2017: HK$382,270,000), an
increase of HK$101,629,000 or 26.6% over 2017.

The EBITDA for the year ended 31 December 2018 was
approximately HK$541,853,000 (31 December 2017:
HK$1,624,014,000), a decrease of HK$1,082,161,000 or 66.6%
over 2017.

Net profit after tax for the year ended 31 December 2018
was approximately HK$241,448,000 (31 December 2017:
HK$1,211,198,000), a decrease of HK$969,750,000 or 80.1%
over last year. For the year ended 31 December 2017, the Group
recorded a gain of approximately HK$1.35 billion on disposal of
the entire equity interest in Seti Timber Industry (Shenzhen) Co.,
Limited. Excluding the one-off gain on disposal and loss on asset
impairment in 2017, the Group has an increase of 948% over 2017.

STRATEGIC DEVELOPMENT

Bendura Bank AG (“Bendura Bank"”) has developed organically
as shown by the stability of assets under management, improved
profitability and increased headcount. The continuous development
is evidenced by the recent establishment of its first overseas
representative office in Hong Kong in November 2018.

In September 2018, the Group acquired 58.22% equity interest
in Ernest Borel Holdings Limited (stock code: 1856)("Ernest
Borel”) at the consideration of approximately HK$374 million
and subsequently approximately HK$156 million for acquiring
additionally 24.28% equity interest in Ernest Borel tendered under
the mandatory general offer. The Group held 82.50% and 64.08%
equity interest in Ernest Borel as at 31 December 2018 and as at
the date of this annual report, respectively. Ernest Borel (together
with its subsidiaries, the “Ernest Borel Group”) is engaged in the
design, production, marketing and sale of mechanical and quartz
premium watches. The acquisition is in line with the Group’s market
diversification strategy and is complementary to each of the Group
and Ernest Borel Group.



On 20 July 2018, the Company subscribed for the partnership
interest in a fund, Corum Sino-Swiss Fund, LP (“Corum Fund”),
with an initial capital commitment of US$30 million as a limited
partner. Chance Talent Management Limited (“Chance Talent”), a
wholly owned subsidiary of China Construction Bank Corporation,
also subscribed for the partnership interest in Corum Fund with
capital commitment of US$70 million as a limited partner. The
objective of Corum Fund is to invest in companies or assets in the
luxury products industry or finance related companies. At the expiry
of the term of the fund, i.e. 5 years, the Company is committed to
pay the shortfall if Corum Fund has insufficient cash for distributing
to Chance Talent 100% of its aggregated capital contributions
and a guaranteed return equal to 8% per annum of its capital
contribution. Corum Sino-Swiss Investment Partners Limited, 81%
owned by Corum Capital Partners Limited and 19% by Chance
Talent, acts as the general partner for Corum Fund. Corum Capital
Partners Limited is 40% owned by the Company. The Company is
yet to make any capital commitment.

PERFORMANCE

Notwithstanding the challenging environment, we have collectively
made good progress towards our strategic goals. Our Group
comprises three key divisions — watches and timepieces businesses,
banking and financial businesses, and various investment
businesses. These divisions are described in more details in the
following review.

2018 Annual Report

I. Watches and timepieces businesses
I.A — Local proprietary brands

I.B — Foreign proprietary brands

I.C — Non-proprietary brands

I1. Banking and financial businesses
[.A — Bendura Bank AG
I1.B — Shun Heng Finance Holding

(Hong Kong) Limited

I1l. Various investment business
IIl.A — Listed equity investment

I1I.B — Property investment

I1I.C — Other marketable securities

17
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MANAGEMENT DISCUSSION AND ANALYSIS

Year 2016

Proportion of revenue derived from
physical stores 28%

Year 2017

Proportion of revenue derived from
physical stores 34%

Year 2018

Proportion of revenue derived from
physical stores 45%

Year 2016

Year 2017

Year 2018

Watches and Timepieces Businesses
— Local Proprietary Brands

Zhuhai Rossini Watch Industry
Limited

For the year ended 31 December 2018,
Zhuhai Rossini Watch Industry Limited
("Rossini”), a 91% subsidiary of the Group,
recorded revenue of HK$1,060,274,000,
an increase of HK$39,973,000, or 3.9%
from HK$1,020,301,000 in 2017. Net profit
after tax attributable to owners of the
Company for the year ended 31 December
2018 was HK$274,419,000, representing a
decrease of HK$9,117,000 or 3.2%, from
HK$283,536,000 in 2017.

In 2018, Rossini saw significant growth in
sales from e-commerce, industrial tourism
and group purchase, while sales from
physical stores dropped slightly. Over the
past years, the proportion of total revenue
derived from e-commerce, industrial tourism
and group purchase has been showing an
increasing trend.

E-commerce sales for the year ended
31 December 2018 increased to
HK$353,778,000 from HK$280,421,000
last year, representing an increase of
HK$73,357,000 or 26.2%. It is expected that
the e-commerce will be able to maintain a solid
growth rate in the forthcoming years given the
trend of e-commerce in Mainland China.

Rossini’s industrial tourism hits record
highs in terms of number of tourists and
revenue. More than 600,000 tourists visited

the watch museum and generated revenue
of approximately HK$89,342,000 in 2018.
The watch museum is in the process of
preparation for a new upgrading by adding
more scientific elements such as modernized
sound and light and multi-media methods
into demonstration.

In 2018, Rossini was awarded “Customer
Satisfaction Pilot Enterprise (Rating: AAA)”
(AFEMERITRE(AMAZR)) by the
China Association for Quality and National
Customer Committee. Meanwhile, Rossini
was also awarded the “40th Anniversary
of the Reform and Opening — Outstanding
Enterprise in Guangdong Province” (Z{ &
FNA0 B EREREGES D).

Year 2016

HK$
Proportion to its total revenue 22.1%

Year 2017

HK$
Proportion to its total revenue 27.5%

Year 2018

HK$
Proportion to its total revenue 33.4%



EBOHR Group

EBOHR Group is composed of EB Brand
Limited, EBOHR Luxuries International
Limited (“EBOHR"), Shenzhen EBOHR
Luxuries Online E-commerce Co., Ltd.,
PAMA Precision Manufacturing Limited
and Shenzhen EBOHR PAMA Sales Co., Ltd
incorporated in 2018.

Revenue of EBOHR Group for the year ended
31 December 2018 was HK$596,579,000,
a decrease of HK$88,827,000, or 13%,
from HK$685,406,000 in 2017. Net profit
after tax for the year ended 31 December
2018 was HK$60,353,000, representing
a decrease of HK$9,791,000 or 14%,
compared with HK$70,144,000 in 2017.
The decrease in revenue was attributable
to several reasons. First, the declining trend
of sales from physical stores has continued
and the newly opened physical stores were
not performing well. Second, e-commerce
sales for the year ended 31 December 2018
dropped compared to that of last year. Third,
development of new sales channels needs to
be improved.

EBOHR’s new headquarters has become
operational since early 2018. Production
and new product development have not
been resumed to a normal level, resulting
in shortage of product supply and hence
affecting the revenue and profitability in
2018.

Due to that EBOHR's headquarters having
been relocated from downtown to a newly
developed region, EBOHR has suffered from
loss of some young talents specialized in
e-commerce business. Such loss adversely
affected EBOHR's e-commerce performance
in 2018. In 2018, the revenue earned from
e-commerce decreased to HK$165,283,000
from HK$185,508,000 in 2017, representing
a decrease of HK$20,225,000 or 10.9%.

Mainland China is our home and remains
the backbone of our business. Rossini and
EBOHR Group continued to be the major
sources of revenue and accounted for more
than 68% of the total revenue from non-
banking and financial businesses of the
Group (31 December 2017: 66%); they were
also the major contributors of net profits for
the Group.

The rapid growth of digital economy is
changing consumer behavior, and Rossini
and EBOHR are aggressively implementing
strategies to enhance e-commerce. It
is believed that the proportion of the
e-commerce sales to both companies’
revenue and profit will steadily increase.

2018 Annual Report 1 9

Year 2016

Year 2017

Year 2018

Year 2016

HK$
Proportion to its total revenue 21.8%

Year 2017

HK$
Proportion to its total revenue 27.1%

Year 2018

HK$
Proportion to its total revenue 27.7%
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MANAGEMENT DISCUSSION AND ANALYSIS

I.B Foreign Proprietary Brands The extensive distribution network of the Ernest Borel Group

Ernest Borel Holdings Limited

The Group held 82.50% equity interest in Ernest Borel as
at 31 December 2018. Under its own brand “Ernest Borel”,
Ernest Borel Group is engaged in the design, production,
marketing and sale of mechanical and quartz premium
watches. Established since 1856 in Switzerland, Ernest Borel
has a proud heritage spanning over 160 years. Throughout the
course of its history and across its operations, the Ernest Borel
Group has upheld the principles of producing high precision
“Swiss-made” products and implement stringent quality
controls.

Ernest Borel Group recorded revenue and net loss after tax
attributable to the owners of the Company from the date
of acquisition to 31 December 2018 of HK$41,501,000 and
HK$25,773,000, respectively.

Mainland China remains as the core market of the Ernest Borel
Group. Revenue from Mainland China was approximately
HK$35,666,000 from the date of acquisition to 31 December
2018, accounting for approximately 85.9% of its total
revenue.

covers retail markets in Mainland China, Hong Kong, Macau
and Southeast Asian countries. As at 31 December 2018,
Ernest Borel Group had more than 770 POS, comprising
approximately 620 POS in Mainland China and approximately
130 POS in Hong Kong, Macau and Southeast Asian countries.

The Group has disposed approximately 18.42% equity interest
in Ernest Borel in order to restore the public float of Ernest
Borel. As at the date of this Annual Report, the Group held
approximately 64.08% equity interest in Ernest Borel.

Backed by our competitive strengths and deep understanding
of the needs of our customers, we will redeploy our resources
to realize gains in efficiency and synergy and will build on the
good progress we have made to provide long-term value.

Other Foreign Proprietary Brands

Collectively, Corum, Eterna and the Dreyfuss Group Limited
(the “Dreyfuss Group”) contributed revenue and net loss after
tax for the year ended 31 December 2018 of HK$474,032,000
(31 December 2017: HK$515,664,000) and HK$113,963,000
(31 December 2017: HK$340,068,000), respectively.

Foreign
proprietary
brands
Dreyf
Ernest Borel Corum Eterna Gr(:zuu;s
.\. ...
p : .
ETERNA oTAR
CORUM Wb

BoREL

1856



Asia, Europe and the USA remained the largest markets for
Corum in 2018. Among which, Asia was the biggest market,
representing approximately 60% of Corum'’s total sales, and
witnessed a growth in sales of approximately 7% over 2017.
Mr. Hu Bing, a renowned Chinese actor and model, was
announced in 2018 as Corum's new Global Brand Ambassador
to gain more visibility on this biggest market. In 2018, the
sluggish global economic growth, terrorist attacks and
uncertainty in Europe posed significant challenges for Corum's
sales in Europe and USA. Sales in both markets dropped
approximately 8% over 2017.

The operation and management of Eterna has been integrated
under Corum. In May 2018, a new Business Analysis
Department was set up, with a goal to restructure the flow
and organization to increase its profitability and efficiency.
The primary mission is to analyze each department and
provide solutions to identify issues through implementation
of improvement or project reorganization. In addition, the
department is also in charge of providing all necessary
indicators to the managers to monitor the performance of their
departments. The most urgent projects were undertaken to
rapidly improve the productivity and profitability.

A project to integrate customer service, back office and
invoicing departments was in progress. With this now in
place, it will allow for a seamless workflow which results
in significant cost savings. In addition, a reorganisation
and merger between the sales department and marketing
department was being put in place. This reorganisation goes in
the direction of favoring the synergy of these two inseparable
departments to be closer to the needs of the market.

21
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Apart from supplying mechanical movements to intra-
company brands, Eterna Movement will continue to
concentrate on European and Asian markets and keep
acquiring new customers by strengthening the marketing
activities.

As UK is single largest market for The Dreyfuss Group,
representing 88% of its total revenue for the year ended
31 December 2018, its performance was still particularly
influenced by economic factors created by Brexit affecting its
UK market, especially the consumers’ cautiousness on non-
essential spending. The key strategy for the UK market is to
increase the profitability of trade with the major customers,
by providing desirable watches at compelling price points
that deliver the targeted profitability. In 2018, the UK sales
team worked closely with the customer base, built a strong
relationship through regular meetings to review product
ranges and point of sale opportunities. On the other hand,
international sales went up in 2018, reflecting both a focus
on profitable sales channels and the newly-established sales
operation in Mainland China. The new subsidiary in Mainland
China has been established to maximise the opportunity for
Rotary watches in that market, contributing 5% of the total
revenue of the Dreyfuss Group in 2018.

Watches and Timepieces Businesses — Non-
Proprietary Brands

Currently, the Group held four distribution companies.
Collectively, distribution companies contributed revenue and
net profit after tax for the year ended 31 December 2018
of HK$231,864,000 (31 December 2017: HK$216,476,000)
and HK$6,663,000 (31 December 2017: net loss after tax of
HK$895,000) respectively.



2 2 Citychamp Watch & Jewellery Group Limited

I.A Bendura Bank AG

Bendura Bank aims to accompany its clients from one
generation to the next and to provide long-term wealth
creation and protection. The range of private banking services
is comprehensive, focusing on, among others, following areas:

(1) Asset management and investment advice; and
(2) Security issuance and investment funds.

As a result of our quality services related to the asset
management and investment advice but slightly affected by
market movements, assets under management was CHF3.5
billion as of 31 December 2018 (31 December 2017: CHF3.6
billion).

Despite a challenging market environment, Bendura Bank
has succeeded in consistently pursuing the path it has taken
in previous years and in continuing the very good results of
previous years. Revenue for the year ended 31 December
2018 was HK$480,364,000, an increase of HK$107,529,000,
or 28.8%, from HK$372,835,000 over 2017. Net profit after
tax attributable to owners of the Company for the year ended
31 December 2018 was HK$154,065,000 compared with
HK$106,967,000 in 2017, an increase of HK$47,098,000 or
44%.

The increase in net profit was attributable firstly to the most
recent interest rate hikes in the US and the resulting extra
interest income from interbank deposits held in US Dollars and
secondly to an increase in lending volume to clients.

Particularly, the increase in interest income was contributed by
the higher income from USD interbank investment and foreign
exchange swaps. Net income from interest and dividends
increased strongly by approximately HK$85,839,000 or 90.4%
compared with 2017. Net income from commission and
service fees amounted to CHF29.5 million, an increase of 9.8%

MANAGEMENT DISCUSSION AND ANALYSIS

over 2017. While brokerage revenue fell short of the previous
year's level despite the volatile stock market environment,
the encouraging development of asset management and
advisory mandates had a positive impact on custody and
administration fees. The result from trading income amounted
to approximately CHF7.9 million and it was evidently stable
compared to 2017.

Operating expense amounted to CHF31.5 million in 2018 and
hence increased significantly compared to 2017. On the one
hand, this was because higher operating cost, which increased
due to the employee structure. On the other hand, general and
administrative expenses increased by CHF1.9 million or 24%
compared to 2017.

Owing to the cost management, the Bank achieved cost/
income ratio of 48.5%. Liquidity remained at a high level.
The substantial holdings of liquid assets achieved a Liquidity
Coverage Ratio (LCR) of 197% as at 31 December 2018, being
well above the regulatory threshold. The net profit generated
in 2018 further strengthened its capital base and capital
ratios.

Bendura Bank continues to drive improvement of basic
systems and processes. It allocates significant resources
to compliance, risk management, control and reporting
systems so that it remains a stable and secure institution. The
banking industry is making rapid strides towards complete
transparency. In order to fulfill the regulatory requirements,
our clients have to disclose the full financial background to
their payment transactions when first requested to do so by
correspondent banks, including the identity of the beneficial
owner, a profile of the acting persons and documentation
on the transaction. Such information is necessary for the
counterparty to comply with local regulatory requirements
and help fight for tax evasion, money laundering and terrorist
financing so as to ensure market transparency and maintain
the stability of the financial system. In addition, the automatic
exchange of information between Liechtenstein and a
significant number of third countries has become standard
procedure. As of 31 December 2018, Liechtenstein has
agreements with 98 countries. Despite of these increasingly
strict regulations, Bendura Bank manages to grow assets
under management gradually.



Bendura Bank refrains from cooperating with businesses
that have a dubious reputation. It does not support arm
manufacturing, arm trading, adult entertainment or online
betting services. Specifically, it does not work with companies
related to cryptocurrencies as we cannot control the source
of funds for cryptocurrencies. Bendura Bank does not have
accounts for its shareholders or their family members or
related parties so as to avoid conflicts of interest and at the
same time emphasize the independence.

Bendura Bank has stepped up training to build a more flexible
and productive workforce. Our highly qualified employees are
multilingual (German, English, Italian, Turkish, Russian, Polish,
Czech, Slovak, Serbian, Croatian, Slovenian, Hungarian and
Mandarin). Their cultural understanding facilitates efficient
market access internationally. Business segments are based
on language regions enabling efficient market access, which is
considered to be the key success factor.

Bendura Bank continues to invest in the Mandarin speaking
team so as to work on opportunities for Mandarin speaking
clients. The Bank has already opened a representative office in
Hong Kong, representing one of the remarkable achievements
in our recent bank strategy. Staff from various department of
the Bank will come to Hong Kong to experience the market.

Bendura Bank is working on the expansion of premises in
Bendern. The extension to the existing premises, mirrored on
the advice of the former and current architect, is connected
with a central block. The space would be able to accommodate
150 more employees with improved facilities. The construction
work has begun and the target date of completion is by the
end of autumn 2021.

It is the objective of Bendura Bank to focus primarily on
commission and fee income by providing quality services. It
continues to provide loans to selective clients on secured basis
but maintains a broad extent of diversification.

Bendura Bank is optimistic on the long-term prospects. It is
fully committed to service our customers and realize our vision
to be the Bank delivering on their needs. We believe that
this commitment, combined with our unique resources built
over the past decades, will propel the Group's growth in the
businesses of banking and finance and contribute to delivering
steady returns to our shareholders.
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I1.B Shun Heng Finance Holding (Hong Kong) Limited

The Group currently conducts securities and asset
management businesses under the umbrella of Shun Heng
Finance Holding (Hong Kong) Limited (formerly known as
Global Wealthy Link Limited) (“Shun Heng Finance Holding"),
which is 60% owned by the Group. It comprises Shun Heng
Securities Limited and Hong Kong Metasequoia Capital
Management Limited.

For the year ended 31 December 2018, Shun Heng Finance
Holding contributed revenue and net loss after tax attributable
to owners of the Company of HK$3,535,000 (31 December
2017: HK$9,945,000™*) and HK$6,350,000 (Net profit of
31 December 2017: HK$694,000™) respectively.

Shun Heng Securities Limited (“Shun Heng
Securities”)

Shun Heng Securities, a corporate licensed to conduct Type 1
(dealing in securities) regulated activity under the Securities
and Futures Ordinance (the “SFO"), is mainly engaged in
securities brokerage and margin businesses.

In addition to the traditional brokerage business, Shun Heng
Securities has continued to grow the underwriting business for
overseas bonds issued by Chinese enterprises. In 2018, Shun
Heng Securities completed its 4th underwriting project for a
bond issue at a size of USD80 million.

To adapt itself to the expanding business and attract new
individual and institutional investors, Shun Heng Securities
has upgraded its online trading system which provides higher
security and better user experience.

Hong Kong Metasequoia Capital Management
Limited (“Metasequoia Capital”)

Metasequoia Capital, a corporate licensed to conduct Type
4 (advisory on securities) and Type 9 (asset management)
regulated activities under the SFO, is mainly engaged in asset
management business.

Note: - Revenue and profit loss after tax for the year ended 31 December
2017 covered period from February 2017, the date of acquisition
to 31 December 2017
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MANAGEMENT DISCUSSION AND ANALYSIS

As at 31 December 2018

HK$
Approximately HK$'000

As at 31 December 2017

HK$
Approximately HK$'000

As at 31 December 2018

HK$
Approximately HK$'000

As at 31 December 2017

HK$
Approximately HK$'000

Metasequoia Capital has launched its first
fund, Global Opportunities Fund, with
an initial fund size of HK$80 million and
investing mainly in securities markets in
Hong Kong and the US. As at 31 December
2018, assets under management of
Metasequoia Capital was approximately
USD10 million. In addition, Metasequoia
Capital has obtained the approval from
the People’s Bank of China the access to
the China Inter-Bank Bond Market, for the
purpose of launching more funds focusing
on the bond market.

lIl.A Listed Equity Investment

(1) Citychamp Dartong Company
Limited
As at 31 December 2018, financial
assets at fair value through other
comprehensive income of the Group was
HK$627,200,000. HK$128,730,000 was
related to the listed equity investment
in the equity share of Citychamp
Dartong Company Limited (*“Citychamp
Dartong”). Citychamp Dartong is a
company listed on the Shanghai Stock
Exchange (Stock code: 600067) and
engaged in real estate, enameled
wire, banking and new energy. As at
31 December 2018, the Group owned
30,389,058 shares of Citychamp Dartong
at the market price of RMB 3.72 per
share (equivalent to HK$4.236 per share)
with the fair value of approximately
HK$128,730,000. The shares held by
the Group accounted for 2.04% of the
total issued share capital of Citychamp
Dartong as at 31 December 2018. Such
fair value accounted for 0.6% of the
Group's total assets.

(2)

The Group incurred a net loss on
fair value change through other
comprehensive income in investment in
Citychamp Dartong of HK$109,229,000
for the year ended 31 December 2018,
as a result of decrease in the share
price of Citychamp Dartong from
RMB6.52 (equivalent to HK$7.83) as at
1 January 2018 to RMB3.72 (equivalent
to HK$4.236) as at 31 December
2018. The Group recognised dividend
receivable of HK$3,577,000 from
Citychamp Dartong for the year ended
31 December 2018.

This is the Group's long-term
investment due to its dividend yield and
long-term share price performance and
potential. Given its substantial land
bank for development and profitability
of certain business segments, we are
optimistic about the future prospects of
the Citychamp Dartong.

Min Xin Holdings Limited
Investment in Min Xin Holdings Limited
(“Min Xin") (Stock code: 222) was
reclassified to financial assets at fair
value through other comprehensive
income from trading portfolio
investments as the Company intends
to hold the investment on a long term
basis.

Min Xin is a company engaged in
financial services, securities trading,
real estate development, toll road and
manufacturing. As at 31 December
2018, the investment in Min Xin was
approximately HK$492,759,000, i.e.
88,150,000 shares at the market
price of HK$5.59 per share as at
31 December 2018. Such fair value of
the investment accounted for 2.4% of
the Group's total assets. The shares
held by the Company accounted for



14.76% of the total issued share capital of Min Xin as at
31 December 2018.

The Company incurred a net loss on fair value change
through other comprehensive income in Min Xin's
investment of HK$14,104,000 for the year ended
31 December 2018 (31 December 2017: HK$19,632,000),
as a result of decrease in the share price of Min Xin
from HK$5.75 as at 1 January 2018 to HK$5.59 as at
31 December 2018. For the year ended 31 December
2018, the Company's dividend receivable from Min Xin
was HK$6,997,000.

IIl.B Property Investment

The properties in Mainland China and Hong Kong owned by
the Group have been leased out, with stable rental returns
to the Group for the year under review. During the year,
these investment properties generated rental income of
HK$9,586,000 (31 December 2017: HK$16,936,000). The
decrease in rental income was inline with the reduction of
investment property portfolio resulting from the disposal of
Seti Timber Group in 2017.

Sector Breakdown

26%

49%

5% N\ 20%

Information Technology Consumer Discretionary

@® Financials @ Others
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lIl.C Other Marketable Securities

The Group has acted as the founder investor and invested
USD5.12 million in “Metasequoia Investment Fund SPC —
Global Opportunities Fund SP” (the “Fund”) since 15 August
2017 in order to facilitate establishing the fund management
business with an initial capital of USD10.24 million and the
rest of the fund was subscribed by other investors with the
capital of USD5.12 million. As of 31 December 2018, the total
net asset value of the Fund was USD10.42 million, which
was composed of USD5.32 million and USD5.10 million for
the Group and other investors respectively. The composition
of investments in the Fund were approximately 26% in
information technology sector, 20% in financial sector, 5%
in consumer discretionary sector and the remaining 49% in
other sectors. Geographically, the Fund invested in companies
whose origins were approximately 34% in the US, 22% in
Mainland China, 1% in Australia and the remaining 43%
in other countries. For the year ended 31 December 2018,
the unrealized loss on fair value of the investment was
approximately USD796,740.

Geographical Breakdown

43% 34%

N

1% N 22%

USA Australia
® China @® Others
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL POSITION

(1) Liquidity, Financial Resources and Capital Structure

)

@3)

As at 31 December 2018, the Group had non-pledged cash and bank balances of approximately HK$7,701,743,000 (31 December
2017: HK$7,420,678,000). Based on the borrowings of HK$1,047,189,000 (31 December 2017: HK$583,269,000), the corporate bonds
of approximately HK$760,244,000 (31 December 2017: HK$732,978,000), due to a shareholder of HK$73,000,000 (31 December
2017: Nil) and shareholders’ equity of HK$4,439,791,000 (31 December 2017: HK$4,804,881,000), the Group's gearing ratio (being
borrowings plus corporate bonds divided by shareholders' equity) was 42% (31 December 2017: 27%).

As at 31 December 2018, the Group's borrowings amounting to HK$825,086,000 (31 December 2017: HK$567,178,000) were
repayable within one year, representing 79% (31 December 2017: 97%) of the total borrowings.

The Group intends to apply a conservative approach to lending in view of the challenging global economic environment.

List of borrowings by currencies and by nature of interest rate and by duration

Duration Duration More
Currency Nature of interest rate within 1 year than 1 year
HK$'000 HK$"000
CHF Fixed/Floating 48,468 15,758
GBP Floating 51,041 -
HKD Floating 542,002 206,345
RMB Floating 181,982 -
usb Floating 1,593 -
825,086 222,103

Charge on assets

As at 31 December 2018, banking facilities of the Company were secured by the Group’s trade receivables of HK$14,639,000
and land and buildings in Switzerland with net book values of HK$120,711,000, totaling HK$135,350,000 (31 December 2017:
HK$138,595,000).

Capital commitment
Capital commitments as at 31 December 2018 were approximately HK$270,000,000 in total (31 December 2017: HK$275,265,000),

for investment in an associate — Citychamp Allied International Limited

Except for the above, the Group had no other material capital commitments as at 31 December 2018.
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FINANCIAL REVIEW

(1) Total assets
Total assets decreased to HK$20,258,229,000 as at 31 December 2018 from HK$21,855,671,000 as at 31 December 2017, mainly
attributable to a decrease in due from banks.

Cash and deposits

Cash and bank balances 395,444 560,329 (164,885) -29.4
Cash held on behalf of clients 46,932 47,251 (319) -0.7
Sight deposits with central banks 7,259,367 6,813,098 446,269 6.6

Due from banks

Due from banks on a daily basis 3,205,104 5,808,499 (2,603,395) -44.8
Due from banks other claims 185,557 113,571 71,986 63.4
Valuation adjustments (2,825) (192) (2,633) -1,371.4

(2) Investments
The investment as at 31 December 2018 included (a) trading portfolio investments of HK$123,606,000; (b) derivative financial assets
of HK$7,694,000; (c) financial assets at amortised cost of HK$1,034,773,000; and (d) financial assets at fair value through other
comprehensive income of HK$627,200,000 (the “Investments”).

(a) Trading portfolio investments of HK$123,606,000

Equity Instruments

Listed equity instruments in Hong Kong at market value 42,793 556,634
Listed equity instruments outside Hong Kong at market value 35,429 42,579
Total equity instruments 78,222 599,213
Debt instruments

Debt instruments of financial institutions listed outside Hong Kong 603 33,878
Unlisted debt instruments of financial institutions 12,890 2,733
Total debt instruments 13,493 36,611
Investment fund units

Investment fund units listed outside Hong Kong 793 3,228
Unlisted investment fund unit 7,851 1,979
Total investment fund units 8,644 5,207
Investments in other financial products 23,247 -

Total trading portfolio investments 123,606 641,031
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MANAGEMENT DISCUSSION AND ANALYSIS

It is the objective of the Group to maintain certain level of liquidity in the form of trading portfolio investments for unplanned
capital expenditure. The liquidity is usually parked with the listed equities in order to generate short term return.

As at 31 December 2018, there were HK$42,793,000 invested in a variety of listed equities in Hong Kong and HK$35,429,000
invested in Mainland China and overseas markets.

The debt instruments of HK$13,493,000 included HK$2,106,000 invested in the Europe markets by Bendura Bank and
HK$11,387,000 invested in the Mainland China by PRC company.

Bendura Bank totally invested HK$10,749,000 in listed debt instruments (HK$2,106,000, shown above) as well as investment
funds (HK$8,644,000). The portfolio of the listed debt instruments were composed of four listed debt instruments with different
maturity, geography, segment and currency and hence, diversification was ensured. All listed debt instruments were considered
upper- medium-grade and were subject to low credit risk. The basic prerequisite for constant growth in value is a broad
diversification of the investments. That is the reason why Bendura Bank invests in selected funds as well. The investment policy of
Bendura Bank also includes strict implementation of the investment process and is subject to constant review by the investment
committee.

Investments in other financial products consist of the financial product investments of HK$23,247,000 invested by Eternal Brands
and Ernest Borel.

As at 31 December 2017, included in the trading portfolio investments of HK$641,031,000, there was an investment in Min Xin
of HK$506,863,000, i.e., 88,150,000 shares at the market price of HK$5.75 per share as at 31 December 2017. Such fair value of
the investment accounted for 2.3 % of the Group's total assets as at 31 December 2017.

As at 1 January 2017, the Company owned 24,312,000 shares of Min Xin. During the year of 2017, the Company acquired
63,838,000 shares and received dividends of HK$1.2 million. The Company incurred a net loss on fair value change in Min Xin's
investment of HK$19.6 million for the year ended 31 December 2017, as a result of decrease in the share price of Min Xin from
HK$7.65 as at 1 January 2017 to HK$5.75 as at 31 December 2017.

HKFRS 9 replaces HKAS 39 Financial Instruments: Recognition and Measurement for annual periods beginning on or after 1
January 2018, certain listed equity investments were reclassified from trading portfolio investments to financial assets at fair
value through other comprehensive income (“FVOCI”). The Group intends to hold Min Xin's investment for long term strategic
purposes. As a result, such financial assets with a fair value of HK$506,863,000 were reclassified from trading portfolio
investments to financial assets at FVOCI effective from 1 January 2018.
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(b) Derivative financial assets of HK$7,694,000

31 December 31 December
2018 2017
HK$'000 HK$'000
Derivative financial assets
Convertible bond investment
— Conversion option component - 71
Forward and option contracts 7,694 4,609
7,694 4,680

In the derivative financial assets of HK$7,694,000, there were forward and option contracts conducted by Bendura Bank.

Bendura Bank offers derivative products including currency forwards and swaps to its clients. These derivative positions were
managed through entering back-to-back deals with external parties to ensure that remaining exposures are within acceptable
risk levels. First-rate banks serve as counterparties, as is generally the case in trading business. It is not the objective of Bendura
Bank to speculate the gain on the change in the price by conducting forward and option contracts without having invested in the
underlying assets.

As at 31 December 2018, forward and option contracts of HK$7,694,000, whereof approximately HK$7,480,000 relate to FX
swaps entered by Bendura Bank. Based upon risk/return considerations, client deposits denominated in foreign currencies were,
in part, no longer invested on the interbank market but were swapped into Swiss francs using currency swaps and deposited with
the Swiss National Bank (SNB). Income from the interest component of currency swaps exceeded the expense of SNB negative
interest and the reduced level of interest from banks.

At as 31 December 2017, included in the derivative financial assets of HK$4,680,000, there were forward and option contracts of
HK$4,609,000 conducted by Bendura Bank.

(c) Other financial assets at amortised cost of HK$1,034,773,000

31 December

2018
HK$'000
Listed debt instruments, at amortised cost
Issued by:
Governments and public sector 7,822
Financial institutions 716,747
Corporations 310,204

1,034,773
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Bendura Bank invested in listed debt instruments issued by government and public sector, financial institutions and corporations
amounting to HK$1,034,773,000. The portfolio was composed of 57 listed debt instruments with different maturity, geography,
segment and currency and hence, diversification is ensured. Almost all listed debt instruments were considered upper-medium-
grade and are subject to low credit risk. The average remaining term of the held-to-maturity investment is 1.8 years. Largest
single investments are bond issued by International Bank for Reconstruction and Development (CHF20 million) and followed by
European Investment Bank (CHF12 million). Both are triple-A issuers. Risk concentration is analysed and presented to the senior
management on a monthly basis.

Relatively major listed debt instruments as at 31 December 2018 are as follows:

Nature of

Issuer interest rate  Sector Maturity date Value
(CHF'000)

Mondelez International Fixed Corporations 30 March 2020 5,000
Deutsche Bank AG Floating Financial Institutions 16 May 2022 7,869
Bank of Nova Scotia Floating Financial Institutions 5 October 2022 8,566
ABN AMRO Bank N.V. Floating Financial Institutions 19 July 2022 7,863
Industrial & Commercial Bank of China, London  Floating Financial Institutions 14 December 2022 4,914
European Investment Bank Floating Financial Institutions 24 March 2021 11,825
Intl Bk Recon & Develop Floating Financial Institutions 18 March 2020 19,658
65,695

Collectively, listed debt instruments, at amortised cost accounted for 5.1% of the Group'’s total assets.

As at 31 December 2017, Bendura Bank invested in listed debt instruments issued by government and public sector, financial
institutions and corporations amounting to HK$1,138,704,000, the portfolio was composed of 65 listed debt instruments with
different maturity, geography, segment and currency and hence, diversification is ensured. Almost all listed debt instruments were
considered upper-medium grade and are subject to low credit risk. Their maturity dates ranged from 6 months to 48 months with
an average remaining term of 27 months. Risk concentration is analyzed and presented to the senior management on a monthly
basis.

Nature of

Issuer interest rate  Sector Maturity date Value

(CHF'000)
Mondelez International Fixed Corporations 30 March 2020 5,000
Daimler Intl Finance B.V. Floating Corporations 11 May 2022 4,686
Deutsche Bank AG Floating Financial Institutions 16 May 2022 8,164
Bank of Nova Scotia Floating Financial Institutions 5 October 2022 8,925
ABN AMRO Bank N.V. Floating Financial Institutions 19 July 2022 7,795
Industrial & Commercial Bank of China, London  Floating Financial Institutions 14 December 2022 4,872
Treasury Bill Zero Governments and 11 October 2018 44,253

public sector

83,695
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During 2017, Bendura Bank generated interest income of HK$5,551,000 from held-to-maturity investments. Besides, there was
no impairment made.

HKFRS 9 replaces HKAS 39 Financial Instruments: Recognition and Measurement for annual periods beginning on or after 1
January 2018, certain listed debt instruments were reclassified from held-to-maturity investment to other financial assets at
amortised cost. As a result, other financial assets at amortised cost of HK$1,138,704,000 were reclassified from held-to-maturity
investment to other financial assets at amortised cost since 1 January 2018.

(d) Other financial assets at fair value through other comprehensive income of HK$627,200,000

Listed equity instruments in Hong Kong 492,759
Listed equity instruments outside Hong Kong 128,730
Unlisted equity investment 5711

627,200

Listed equity instruments of HK$128,730,000 related to investment in Citychamp Dartong and HK$492,759,000 related to
investment in Min Xin.

(3) Total liabilities
Total liabilities decreased to HK$15,448,738,000 as at 31 December 2018 from HK$16,707,545,000 as at 31 December 2017, mainly
attributable to a decrease in due to clients of Bendura Bank.

Due to clients

Due to clients precious metals 73,950 45,865 28,085 61.2

Other amounts due to clients,
mainly bank deposits 12,430,641 14,224,224 (1,793,583) -12.6
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(4) Gross profit from non-banking and financial
businesses
Gross profit from non-banking and financial businesses was
HK$1,431,382,000, an increase of HK$57,445,000, or 4.2%.

(5) EBITDA
EBITDA was HK$541,853,000, a decrease of HK$1,082,161,000,
or 66.6%.

(6) Selling and distribution expenses
Total selling and distribution expenses was HK$849,551,000,
an increase of HK$48,628,000, or 6.1%.

(7) Administrative expenses

Total administrative expenses was HK$737,985,000, a decrease
of HK$36,026,000, or 4.7%.

(8) Share of profit of associates
The share of profit of Fair Future Industrial Limited ("Fair
Future”), a 25% owned associate of the Group, was
HK$8,387,000, representing a decrease of HK$12,324,000, or
59.5%. Fair Future is one of the leading OEM quartz watch
manufacturers in Mainland China.

(9) Finance costs from non-banking business
Finance costs from non-banking business was HK$65,828,000,
representing a decrease of HK$2,625,000, or 3.8%. It was
composed of the interest charged on corporate bonds and the
interest charged on bank borrowings and bank overdrafts.

(10)Net profit attributable to owners of the company
Net profit attributable to owners of the Company was
HK$201,372,000, a decrease of HK$969,112,000, or 82.8%.

(11)Inventories
Inventories was HK$2,314,545,000, an increase of 14.2% from
HK$2,027,191,000 as at 31 December 2017.

OUTLOOK

Mainland China has always been able to rely on strong external
demand for its exports and a dynamic pace of internal growth as
rapid domestic investment and changing consumer needs have
facilitated a stable economic growth in the past twenty years.
The current spectre of the US-China trade dispute may reduce the
demand of consumer market. It was not just the impact on the
export sector through lost output, investment and jobs but the
knock-on effects on consumer confidence and retail spending as the
general economic activity cooled down. Domestic demand suffered
as multiplier effects sweeped through the entire economy. To that
end, the Central Government have introduced a number of effective
policies to prevent the crisis from escalating and minimize the
impact on the economic growth of Mainland China.

Nevertheless, the local proprietary watch brand business in
Mainland China remains challenging in 2019. Fortunately, any
decrease in sales revenue through the physical distribution is
significantly compensated by the increase in sales revenue through
e-commerce. In the long run, it is likely that the US-China trade
dispute would be dealt with and the market conditions are expected
to improve when the consumer confidence is recovering and the
demand for watches therefore likely growing modestly all over
Mainland China.

Owing to the weak global economic growth expectations, the
foreign proprietary watch brand business remains challenging.
However, there are certain products and markets where the
results are picking up and have favorable impact on revenue and
profitability. We are optimistic about the future prospects of the
foreign proprietary watch brands amidst the challenging global
economic environment.

The Group is currently exploring potential acquisitions related to
the segment of banking and financial businesses as we believe
that such segment will be our new main driver of revenue and
profitability in the years to come.

While we are and intend to remain a conglomerate with diverse
businesses capable of generating sustainable long-term growth, we
would continue to divest from businesses which have reached their
full potential and deploy the capital released to existing and new
businesses.



EMPLOYEES AND REMUNERATION POLICY

Our sustained success would not be possible without the high
levels of expertise, professionalism and commitment shown by our
employees.

As at 31 December 2018, the Group had approximately 4,700 full-
time staff in Hong Kong and Mainland China and nearly 300 staff in
Europe. The remuneration packages offered to the employees were
determined and reviewed on an arm's length basis with reference
to the market condition and individual performance. The Group also
provides other benefits to its employees, including year-end double
pay, medical insurance and retirement benefits, and incentive
bonuses are offered with reference to the Group's operating results
and employees’ individual performance. All employees of the Group
in Hong Kong have joined the provident fund schemes. Employees
of Group's Subsidiaries in Mainland China also participate in social
insurance scheme administrated and operated by local authorities
and contributions are made according to the local laws and
regulations.

APPRECIATION

Our financial performance and strategic moves reflected the joint
efforts of the board and management in successfully pursuing our
mission to be one of the leaders in the watch industry of Mainland
China. Our sales and profit growth could not have achieved without
the leadership of the board and our management team. | would
like to express my deep gratitude to our employees, customers,
suppliers, bankers, professional consultants, business partners, and
shareholders for their support.

Shang Jianguang
Executive Director & CEO

Hong Kong, 29 March 2019
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EXECUTIVE DIRECTORS

HON Kwok Lung, BBS

Chairman

Mr. Hon Kwok Lung, aged 64, joined the Board in April 2004. He
is the chairman of the nomination committee and a member of
the remuneration committee of the Company. Mr. Hon was the
Chairman of Citychamp Dartong Company Limited ("Citychamp
Dartong”), the shares of which are listed on the Shanghai Stock
Exchange with stock code 600067 in the Mainland China, during
the period from November 2001 to January 2017. Mr. Hon is still
the actual controller of Citychamp Dartong. Citychamp Dartong is
principally engaged in property development and manufacturing
and sale of enamelled copper wires in Mainland China. Mr. Hon
has extensive business experience in Mainland China, Hong
Kong and Europe. Mr. Hon is an Executive Member of All-China
Federation of Returned Overseas Chinese Committee and the
Executive Vice President of China Federation of Overseas Chinese
Entrepreneurs. Mr. Hon is also appointed as director of various
subsidiaries of the Company, including Bendura Bank AG. Mr.
Hon is father of Mr. Hon Hau Wong, father-in-law of Ms. Sit Lai
Hei and Mr. Teguh Halim and brother-in-law of Mr. Lam Toi Man.

SHI Tao

Mr. Shi Tao, aged 55, joined the Board in April 2004. Mr. Shi holds a Bachelor degree
in Engineering from Tsinghua University and a Master degree in Engineering from
Wuhan University of Technology (formerly known as Wuhan Industrial University).
Mr. Shi has years of business experience in the Mainland China. He was an Executive
Director of New Capital International Investment Limited (“New Capital”), a company
listed on the main board of the Stock Exchange. Mr. Shi is a member of the risk
management committee of the Company and director of various subsidiaries of the

Group.

SHANG Jianguang

Chief Executive Officer

Mr. Shang Jianguang, aged 67, joined the Board in November
2004. He is a member of the remuneration committee and the
nomination committee of the Company. Mr. Shang has been
appointed as the chairman of Ernest Borel Holdings Limited
(stock code: 1856, “Ernest Borel”), a subsidiary of the Company,
with effect from 12 October 2018. Mr. Shang is also appointed
as director of various subsidiaries of the Company, including
Bendura Bank AG, and the General Manager of Zhuhai Rossini
Watch Industry Limited. Mr. Shang, graduated in Fuzhou
University majoring in Chemistry, is a qualified senior engineer
in the Mainland China. Prior to joining the Group, he assumed
senior posts in various large companies, and was General
Manager and Director of Min Xin Holdings Limited (stock code:
222). He also serves as a director of Citychamp Dartong, the
shares of which are listed on the Shanghai Stock Exchange,
and has extensive knowledge and experience in corporate and
investment management.




LAM Toi Man

Mr. Lam Toi Man, aged 61, joined the Board in April 2004. Mr.
Lam has various years of experience in property development in
Mainland China. Mr. Lam was the General Manager of Zhejiang
Huashun Real Estate Investment Co., Ltd. and an Executive
Director and the General Manager of Hangzhou Yuanhua Mart
Construction Co., Ltd. Mr. Lam is the brother-in-law of Mr. Hon
Kwok Lung, uncle of Mr. Hon Hau Wong and uncle-in-law of Ms.
Sit Lai Hei and Mr. Teguh Halim. Mr. Lam is a member of the risk
management committee of the Company and director of various
subsidiaries of the Group.

SIT Lai Hei

Ms. Sit Lai Hei, aged 41, joined the Board in November 2004. She was appointed
as a Non-executive Director of the Company in November 2004 and re-designated
as an Executive Director of the Company on 26 March 2012. Ms. Sit graduated in
Fuzhou University taking Marketing as her major and is a qualified assistant engineer
in Mainland China. Ms. Sit is also a Director of Citychamp Dartong, the shares of
which are listed on the Shanghai Stock Exchange, and the legal representative and
director of Fujian Fengrong Investment Co., Ltd. Ms. Sit is the daughter-in-law of Mr.
Hon Kwok Lung, a niece-in-law of Mr. Lam Toi Man and sister-in-law of Mr. Hon Hau
Wong and Mr. Teguh Halim. Ms. Sit is also the chairman of the risk management
committee of the Company and director of various subsidiaries of the Group.
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Bl Bo

Mr. Bi Bo, aged 39, joined the Board in August 2010. Mr. Bi
received a degree of Master of Science (Finance) from The Johns
Hopkins University in May 2006. Prior to joining the Group, he
was a senior actuarial assistant (supervisor) in Carefirst Bluecross
Blueshield, working on actuarial valuation and risk management
of insurance company. He qualifies as an associate of the Society
of Actuaries (ASA) in 2009. He also has years of experience in
M&A activities. Mr. Bi is also a member of the risk management
committee of the Company and director of various subsidiaries of
the Group.
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HON Hau Wong

Mr. Hon Hau Wong, aged 41, joined the Board in August 2014. Mr. Hon graduated from
Tongji University and holds a bachelor degree in Engineering Management. He had also
served as the Deputy Chairman of Citychamp Dartong, the shares of which are listed
on the Shanghai Stock Exchange, since August 2006, and have been elected to be the
Chairman of Citychamp Dartong since January 2017. He has extensive experience in
the real estate industry in Mainland China. He is currently a member of Fujian Province
Committee of the Chinese People’s Political Consultative Conference and a standing
member of Beijing Haidian Committee of the Chinese People’s Political Consultative
Conference. Mr. Hon Hau Wong is a son of Mr. Hon Kwok Lung, a nephew of Mr. Lam Toi
Man and brother-in-law of Ms. Sit Lai Hei and Mr. Teguh Halim.

Teguh HALIM

Mr. Teguh Halim, aged 37, joined the Group in October 2008 and has been appointed
as an Executive Director of the Company since 23 January 2018. Before being appointed
as an Executive Director of the Company, he was an Vice President of the Company. Mr.
Halim is also the chairman of the European Executive Committee of the Group and director
of several subsidiaries of the Company engaged in watch business. Mr. Halim has also
been appointed as the vice chairman of Ernest Borel with effect from 12 October 2018.
He has gained years of experience in the watch manufacturing and distribution industry
and business management. Mr. Halim graduated from Ohio State University as bachelor of
science in business administration majoring in accounting. Mr. Halim is the son-in-law of
Mr. Hon Kwok Lung, nephew-in-law of Mr. lam Toi Man and brother-in-law of Ms. Sit Lai
Hei and Mr. Hon Hau Wong.




INDEPENDENT NON-EXECUTIVE DIRECTORS

FUNG Tze Wa

Mr. Fung Tze Wa, aged 62, joined the Board in April 2004. He is the chairman of the audit
committee and the remuneration committee, and a member of the nomination committee
of the Company. Mr. Fung is a Certified Public Accountant and a director of an accounting
firm in Hong Kong. Mr. Fung has many years of experience in auditing, taxation and
company secretarial practice in Hong Kong. He obtained a Master degree in professional
accounting from the Hong Kong Polytechnic University in 2000. He is a member of the
Hong Kong Institute of Certified Public Accountants (“HKICPA"), the Association of
Chartered Certified Accountants, the Taxation Institute of Hong Kong and the Society
of Chinese Accountants and Auditors. He has been appointed as an independent non-
executive director of Imperium Group Global Holdings Limited (Stock code: 776), formerly
known as JF Household Furnishings Limited, since October 2012 and Freeman Fintech
Corporation Limited (Stock code: 279) since January 2017. The shares of the above
companies are listed on the Stock Exchange.

KWONG Chun Wai, Michael

2001.
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Dr. Kwong Chun Wai, Michael, aged 54, joined the Board in April 2004 and is a member
of the audit committee, the remuneration committee and the nomination committee of the
Company. Dr. Kwong is a fellow of the International Institute of Management, a member
of the Hong Kong Institute of Marketing, a business strategist specialising in the area of
marketing and business administration. Dr. Kwong obtained a Bachelor of arts degree
with honours in philosophy from the University of Nottingham in the United Kingdom in
1987 and a Doctorate degree in business administration from Newport University (US) in
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ZHANG Bin

Mr. Zhang Bin, aged 54, joined the Board in November 2014 and is a member of the audit
committee, the remuneration committee and the nomination committee of the Company.
Mr. Zhang is currently a partner of Beijing Hylands Law Firm (“Hylands"). He obtained a
degree of Bachelor of Laws from Fudan University in Shanghai in 1986 and was qualified
as a lawyer in China in 1988 and had served as a legal advisor in a large scale state-owned
enterprise for years upon his graduation. Before joining Hylands in 2008, he worked in
law firms in Beijing, London and Hong Kong. Mr. Zhang is involved in a wide range of
areas of practice and has accumulated tremendous experiences in legal affairs in respect
of financial investments, real estates and intellectual property rights.

#

Rudolf Heinrich ESCHER

Mr. Rudolf Heinrich Escher, aged 62, joined the Board in January 2017 and is also
appointed as a member of the audit committee, the remuneration committee and the
nomination committee of the Company. Mr. Escher graduated from Zurich University of
Applied Sciences with a Business Administration Degree in 1982. He also attended the
International Executive Program at the Institute of European Political Studies, INSEAD,
Fontainebleau, France in 2001. Before joining the Company, he had been working for
Credit Suisse for almost 37 years until retirement on 31 December 2016. His latest position
in Credit Suisse was Vice Chairman, Private Banking Asia Pacific in the Asia Pacific division
with focus on Ultra High Net Worth Individuals. Mr. Escher held various roles in Credit
Suisse in different countries and has accumulated tremendous experience in the banking
and financial industry.




SENIOR MANAGEMENT

FONG Chi Wah

Mr. Fong Chi Wah, aged 56, is the Chief Financial Officer and Company Secretary
of the Company. Mr. Fong is also a director of various subsidiaries of the Company,
including Bendura Bank AG. Mr. Fong is a fellow member of HKICPA, a fellow member
of CPA Australia, a Chartered Financial Analyst, a member of the Institute of Certified
Management Accountants, Australia and a fellow of the Hong Kong Institute of Directors.
Mr. Fong has over 25 years of extensive experience in various sectors of the financial
industry, including direct investment, project and structured finance, and capital markets
with focus on Mainland China and Hong Kong. Mr. Fong was a director of Baring Capital
(China) Management Limited and held various management positions in ING Bank. He
joined the Company in September 2004.

!’?@'
.
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LU Jun
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Mr. Lu Jun, aged 55, has been appointed as the Vice President of the Company since

— October 2014. He currently serves as the General Manager and director of Guangzhou

administration and international trading.

Five Goat Watch Company Limited, and the CEO of Eterna Movement AG, both
subsidiaries of the Company. Mr. Lu holds a master degree in Executive Master of Business
Administration from Tianjin University of Finance & Economics. He had been working
for Tianjin Watch Factory (currently known as Tianjin Seagull Watch Co., Ltd, “Tianjin
Seagull”) since 1983 and acting as the General Manager of Tianjin Seagull for almost
four years before joining the Company. Mr. Lu has engaged in the domestic and overseas
watch industry for more than 30 years and possesses tremendous experiences in business
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CODE ON CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintain a standard of corporate governance that is consistent with market practices.

The Company has applied the principles and complied with all the applicable code provisions of the Code on Corporate Governance
Practices (the “CG Code") as set out in Appendix 14 of the Rules (“Listing Rules”) Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) for the year ended 31 December 2018 except with the details disclosed below:

(i) CG CodeE.1.2
CG Code E.1.2 stipulates that the Chairman of the board of directors (the “Board”) should attend the annual general meeting of the
Company. The Chairman of the Board was unable to attend the annual general meeting of the Company held on 28 May 2018 (the
"AGM 2018") due to other business engagement.

(ii) CG Code A.6.7
CG Code A.6.7 stipulates that independent non-executive directors should attend general meetings. Three Independent Non-executive
Directors did not attend the AGM 2018 due to other business engagements outside Hong Kong.

The Chairman of the Board and Independent Non-executive Directors will endeavor to attend all future general meetings of the Company
unless unexpected or special circumstances preventing them from doing so. The Board will continuously review and improve the corporate
governance practices and standards of the Company to ensure that business activities and decision-making processes are properly
regulated.

The followings summarize the Company's key corporate governance practices.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (“Model Code”) as set out in Appendix
10 of the Listing Rules as the code of conducts for securities transactions by directors of the Company. All the members of the Board have
confirmed, following specific enquiry by the Company, that they have complied with the required standard as set out in the Model Code
throughout the year ended 31 December 2018.

BOARD OF DIRECTORS

The principal focus of the Board is on the overall strategic development and direction of the Group. The Board also monitors the financial
performance and the internal controls of the Group’s business operations. Moreover, the Board is responsible for performing the corporate
governance duties. The Board has established a clear segregation of duties and responsibilities between the Board and the management
as to which types of decisions are to be taken by the Board and which are to be delegated to management. This segregation of duties and
responsibilities will be regularly reviewed by the Board. With the Chairman as a facilitator in the establishment that promotes discussion
among directors, all the directors have brought a wide spectrum of valuable business experience, knowledge and professionalism to the
Board for its efficient and effective delivery of the board functions.
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The Board currently comprises of eight Executive Directors and four Independent Non-executive Directors, as detailed below:

Name of Director Position

HON Kwok Lung Chairman/Executive Director
SHANG Jianguang Chief Executive Officer/Executive Director
SHI Tao Executive Director

LAM Toi Man Executive Director

Bl Bo Executive Director

SIT Lai Hei Executive Director

HON Hau Wong Executive Director

Teguh HALIM Executive Director

FUNG Tze Wa Independent Non-executive Director
KWONG Chun Wai, Michael Independent Non-executive Director
ZHANG Bin Independent Non-executive Director
Rudolf Heinrich ESCHER Independent Non-executive Director

Mr. Tao Li has resigned as an Executive Director of the Company with effect from 23 January 2018.

Save as mentioned below, there is no relationship among members of the Board:

Date of first
appointment to

the Board
08/04/2004
18/11/2004
08/04/2004
08/04/2004
24/08/2010
18/11/2004
29/08/2014
23/01/2018
08/04/2004
08/04/2004
26/11/2014
20/01/2017

Date of last
re-election as
Director

25/05/2016
26/05/2017
25/05/2016
25/05/2016
26/05/2017
28/05/2018
26/05/2017
28/05/2018
28/05/2018
28/05/2018
28/05/2018
26/05/2017

() Mr. Hon Kwok Lung is father of Mr. Hon Hau Wong, father-in-law of Ms. Sit Lai Hei and Mr. Teguh Halim and brother-in-law of Mr.

Lam Toi Man.

(i)  Mr. Lam Toi Man is the brother-in-law of Mr. Hon Kwok Lung, uncle of Mr. Hon Hau Wong and uncle-in-law of Ms. Sit Lai Hei and Mr.

Teguh Halim.

(i) Ms. Sit Lai Hei is the daughter-in-law of Mr. Hon Kwok Lung, a niece-in-law of Mr. Lam Toi Man and sister-in-law of Mr. Hon Hau

Wong and Mr. Teguh Halim.

(iv)  Mr. Hon Hau Wong is a son of Mr. Hon Kwok Lung, and also a nephew of Mr. Lam Toi Man and brother-in-law of Ms. Sit Lai Hei and

Mr. Teguh Halim.

(v)  Mr. Teguh Halim is the son-in-law of Mr. Hon Kwok Lung, nephew-in-law of Mr. Lam Toi Man and brother-in-law of Ms. Sit Lai Hei

and Mr. Hon Hau Wong.
Profiles of Directors are set out in the pages 34 to 38 of this annual report.

Board Diversity Policy

The Company recognises and embraces the benefits of diversity of Board members to enhance the quality of its performance. The Company
upholds that a high performing board is one that composes directors with the combination of competencies and diversity of perspectives
aligning with the Company's strategy and objectives, and which is in the best position to deal with the key issues that the Company faces.

A board diversity policy (the “Board Diversity Policy”) was approved and adopted by the Company on 31 December 2018 in order to set out

the approach to achieve diversity of the Board.
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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. All board appointments will be made on
a merit basis but the Company will ensure that the Board has a balance of skills, experience and diversity of perspectives appropriate to
the needs of the Company’s business. Selection of candidates will be based on a range of diversity perspectives, including but not limited
to gender, age, cultural and educational background, independence from or relationship with other members of the Board, experience
(professional or otherwise), 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.

The nomination committee of the Company (the “Nomination Committee”) will review the Board Diversity Policy, as appropriate, to ensure
its effectiveness and discuss any revisions that may be required, and recommend any such revisions to the Board for consideration and

approval.

A diversity analysis of the existing board composition is set out at the chart below:

Board Diversity

(no. of members)

Gender

Age Group

Ethnicity

Designation

Years of directorship
with the Company

Outside directorship with
other listed companies

Education Level

Family relationship with
other board members

O O O O O

41-50

O O O

O

O

Yes

o O

8

Executive Director

O

7
11-15

O

7
No

O

O

O

O

6

3

51-60

O

Bachelor

O O

O

O

1
Male

O

10

O

O

Chinese

O

O

O

O

1
6-10

O

O

o O O

5
61-70

O O O

O O O

4

O

O

O

Independent Non-executive Director

O O O

Yes
O O O

B

Master

O
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Nomination of Board Members and Nomination Policy

The Company approved and adopted a nomination policy (the “Nomination Policy”) on 31 December 2018, aiming to ensure that the Board
has a balance of skills, experience and diversity of perspectives appropriate to the needs of the Company’s business. The Nomination Policy
sets out, among others, factors that will be given due consideration to in assessing, selecting and recommending candidates for directorship
to the Board and the nomination procedures, details of which are set out on pages 71 to 74 of this annual report.

Independent Non-executive Directors
One of the Independent Non-executive Directors possesses appropriate professional accounting qualifications and financial management
expertise.

With a wide range of expertise and a balance of skills, the Independent Non-executive Directors bring independent judgment on issues of
strategy, policy, performance, accountability, resources, key appointments and standards of conduct through their participating in board
meetings and committee work.

The views of the Independent Non-executive Directors carry significant weight in the Board's decision-making process. The Board considers
that each Independent Non-executive Director is independent in character and judgment and that they all meet the specific independent
criteria as required by the Listing Rules. The assessments of the independence of Independent Non-executive Directors are carried out
upon appointment and annually pursuant to Rule 3.13 of the Listing Rules and at any other time where the circumstances require special
consideration.

Chairman and Chief Executive Officer

The posts of Chairman and CEO are segregated and each of them plays a distinct role. The segregation of such two roles ensures a clear
division between the respective responsibilities of the Chairman and the CEO. The Chairman, Mr. Hon Kwok Lung, is mainly responsible
for setting direction and strategies of the business development, and leading and managing the Board. The CEO, Mr. Shang Jianguang,
undertakes a supervisory role to manage the day-to-day operation and business of the Group.

AGM, Board Meetings and Board Practices

The Board meets regularly throughout the year to review the overall strategy, discuss business opportunities and to monitor the operation
as well as the financial performance of the Group. With the assistance of the Company Secretary, the Chairman and the CEO are primarily
responsible for drawing up and approving the agenda for each board meeting in consultation with all Directors. Notice of at least 14
days have been given to all Directors for all regular board meetings and the Directors can include matters for discussion in the agenda
if necessary. Agenda and accompanying board papers in respect of regular board meetings are sent out in full to all Directors within
reasonable time prior to confirmation.

Minutes of board meetings and meetings of board committees are kept by the Company Secretary. All Directors have access to board papers
and related materials and are promptly provided with adequate information, which enable the Board to make an informed decision on
matters placed before it.
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During the year ended 31 December 2018, five board meetings and one general meeting were held and the individual attendance of each
Director is set out below:

Attendance/Number of Meetings Held

Name of Members Board Meetings AGM 2018
Executive Directors:

HON Kwok Lung 4/5 0n
SHANG lJianguang 5/5 mn
SHI Tao 5/5 01
LAM Toi Man 5/5 mn
Bl Bo 5/5 n
SIT Lai Hei 4/5 m
HON Hau Wong 4/5 mn
Teguh HALIM (appointed with effect from 23 January 2018) 5/5 1”n
Independent Non-executive Directors:

FUNG Tze Wa 4/5 0/
KWONG Chun Wai, Michael 4/5 il
ZHANG Bin 5/5 0/
Rudolf Heinrich ESCHER 5/5 0/1

Re-election of Directors

Each of the Directors is appointed for a specific term. All Independent Non-executive Directors of the Company were appointed for a specific
term of two years and are subject to the relevant provisions of the Articles of Association of the Company whereby the Directors shall vacate
and retire.

According to the Clause 99 of the Articles of Association of the Company, any Director appointed as an addition to the Board shall hold
office only until the following general meeting of the Company and shall be eligible for re-election at that meeting. Further, according to the
Clause 116 of the Articles of Association, one-third of the Directors for the time being or, if their number is not a multiple of three, then the
number nearest to but not less than one-third shall retire from office by rotation. Every Director should be subject to retirement by rotation
at least once every three years.

Continuing Professional Development
All Directors participate in continuous professional development to develop and refresh their knowledge and skills, so as to ensure that their
contribution to the Board remains informed and relevant.

To facilitate the Directors to discharge their responsibilities, monthly updates and reference materials are provided to Directors for their
reading including the latest changes and development of the Listing Rules, corporate governance practices and other regulatory regime, the
business and market changes, the strategic development of the Group and the information on directors’ training courses. Directors are also
encouraged to attend outside talks and seminars to enrich their knowledge and skills in discharging their duties.
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Directors’ participation of continuous professional development

Attending Attending Reading monthly
trainings outside updates and
organised trainings/ reference
Directors by the Group seminars materials
Executive Directors
Hon Kwok Lung v
Shang Jianguang v 4 v
Shi Tao v v
Lam Toi Man v v
Bi Bo v v
Sit Lai Hei v v v
Hon Hau Wong v
Teguh Halim (appointed with effect from 23 January 2018) v v v
Independent Non-executive Directors
Fung Tze Wa v v v
Kwong Chun Wai, Michael v
Zhang Bin v v
Rudolf Heinrich Escher v v/ v

Mr. Teguh Halim, who has been appointed as an Executive Director of the Company with effect from 23 January 2018, attended training on
director’s responsibilities given by an external legal advisor upon his appointment.

Any Director may request the Company to provide independent professional advice at the expense of the Company to perform the director’s
duties and responsibilities.

Tailored introduction kit will be given to newly appointed director to his individual needs. This includes meetings with other directors and
senior management of the Company and the external auditors, to enable them to have better understanding of the Group's business and
strategy and the key risks and issues. With such information, the Directors can carry out their duties in an informed manner. An Executive
Director was appointed in January 2018, and a training on director’s responsibilities was given to the director by external legal advisor.

All Directors are requested to provide the Company with their respective training records pursuant to the CG Code.
During the year, we organised an update training session on Listing Rules conducted by external consultants for Directors to enable the

Directors to keep abreast with the most recent amendments to the Listing Rules and reinforce a strong corporate governance culture in the
Company. All Directors have been provided with “Guidance for Boards and Directors” issued by the Stock Exchange in July 2018.
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Communication with Directors

The Company acknowledges the importance of providing sufficient and accurate information to all members of the Board on a timely basis
so as to enable them to discharge their duties and responsibilities effectively. All Directors are entitled to have access to board papers and
relevant materials. Agenda, board papers and those relevant materials are sent to all Directors in a timely manner before the date of a board
or board committee meeting, to enable the Board to make informed decisions on matters placed before it at the meetings. All Directors
are provided with monthly consolidated accounts of the Group and financial information updates giving a balanced and understandable
assessment of the performance, financial position and prospects of the Group. Board briefings are issued and circulated to all members of
the Board when necessary and appropriate, covering financial and operating highlights of the Group. All Directors are also provided from
time to time the latest changes and development of the Listing Rules, corporate governance practice and other regulatory regime. The
management is prepared to provide additional information and explanations if there are areas the Directors need to elaborate.

Independent Non-executive Directors are given the opportunity to discuss issues of the Group with the Chairman in the absence of Executive
Directors. Besides, they are also given the opportunity to discuss issues of the Group with the management in the absence of Executive
Directors. The Independent Non-executive Directors, also being the members of audit committee, regularly pay visit to major subsidiaries of
the Company and meet the management of those subsidiaries. During the visits, Independent Non-executive Directors receive presentations
from the management of subsidiaries in relation to the updated developments of those subsidiaries and review and comment on the issues
concerning the internal control and risk management systems.

Insurance for Directors and Officers

The Company has arranged Directors’ and Officers’ Liability Insurance (“D&O Insurance”) for Directors and officers of the Company. The
Company undertakes an annual review of the Company’s D&O Insurance policy in terms of the amount of cover, the reputation and financial
strength of the potential insurer and the provisions of the insurance policy to ensure that sufficient cover and protection are provided to the
Directors and officers of the Company.

Directors’ Shareholding Interests
Directors’ interests in the securities of the Company as at 31 December 2018 are disclosed in page 57 of this annual report.

BOARD COMMITTEES

The Board has delegated certain authority to four board committees which are established and perform their functions under specific terms
of reference. The committees are provided with sufficient resources and opportunities to seek independent professional advice, at the
Company's expense, to perform their responsibilities.

Board
Committees
. . . Risk
Nomination Audit Remuneration M
Committee Committee Committee anagement
Committee

Audit Committee
The details of the audit committee of the Company and its work performed during the year ended 31 December 2018 are set out on pages
61 to 63 of this annual report.
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Risk Management Committee
The details of the risk management committee of the Company and its work performed during the year ended 31 December 2018 are set
out on pages 64 to 69 of this annual report.

Remuneration Committee

The Company has established a remuneration committee (the “Remuneration Committee”) on 23 August 2005 in compliance with the
Listing Rules, terms of reference of which have been adopted by the Board of the Company and are consistent with the requirements of the
CG Code. The Remuneration Committee currently comprises following members:

Independent Non-executive Directors
Fung Tze Wa (Committee Chairman)

Kwong Chun Wai, Michael

Zhang Bin

Rudolf Heinrich Escher

Executive Directors
Hon Kwok Lung
Shang Jianguang

The Remuneration Committee makes recommendations to the Board on the Company's policy and structure for all Directors’ and senior
management’s remuneration and on the establishment of a formal and transparent procedure for developing remuneration policy. The
Remuneration Committee also makes recommendations to the Board on the remuneration packages of individual Executive Director and
senior management. The Remuneration Committee ensures that no Director or any of his/her associates is involved in deciding his/her own
remuneration.

Terms of reference of the Remuneration Committee are available on the Stock Exchange’s website and the Company's website.

The Remuneration Committee also reviews the main elements of the Company’s remuneration policy for Directors and senior management,
and reviews and approves the specific remuneration packages of all Directors and senior management.

During the year, one meeting was held. The individual attendance of each member is set out below:

Attendance/

Number of

Members Meetings Held
Fung Tze Wa (Committee Chairman) 1
Kwong Chun Wai, Michael 1n
Zhang Bin mn
Rudolf Heinrich Escher 111
Hon Kwok Lung 0N
Shang Jianguang 17

Nomination Committee
The details of the Nomination Committee of the Company and its work performed during the year ended 31 December 2018 are set out on
pages 70 to 74 of this annual report.
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COMPANY SECRETARY

Mr. Fong Chi Wah is the Chief Financial Officer and Company Secretary of the Company. The Company Secretary supports the Chairman
in promoting the highest standards of corporate governance and facilitates the effective functioning of the Board and its committees.
All Directors have direct access to the advice and services of the Company Secretary. The Company Secretary reports to the Chairman on
board governance matters, and is responsible for ensuring that board procedures are followed and for facilitating timely and appropriate
information flows among Directors. The Company Secretary also plays an essential role in the communication with investors, regulators
and other stakeholders. The Company Secretary and the assistant company secretary participate in a variety of trainings organized by the
professional accounting and company secretarial associations. Besides, the company secretarial officer is currently undertaking a Master
course in Corporate Governance. During 2018, the Company Secretary and the assistant company secretary undertook over 20 hours of
relevant professional training respectively to update their skills and knowledge.

The biography of the Company Secretary is set out in the Senior Management section in the page 39 of this annual report.

INTERNAL AUDIT

The Group Internal Audit, an independent department that reports directly to the audit committee of the Company and administratively to
the Chief Executive Officer of the Company, provides independent assurances as to the existence and effectiveness of the risk management
activities and controls in the Group’s business operations by applying risk assessment methodology. The audit committee reviews the
internal audit reports and activities as well as the adequacy and effectiveness of the internal audit function, at least annually.

The Group Internal Audit assists the audit committee and the Board by performing evaluations on the Group and its subsidiaries internal
controls, financial and accounting matters, compliance, business and financial risk management policies and procedures, and ensuring that
internal controls are adequate to meet the Group's requirements. The Group Internal Audit applies the Standards for Professional Practice
of Internal Auditing set by the Institute of Internal Auditors.

The Board notes that the system of internal controls and risk management provides reasonable, but not absolute assurance that the Group
will not be affected by any event that could be reasonably foreseen as it strives to achieve its business objectives.

EXTERNAL AUDITOR

The Group's external auditor for the year ended 31 December 2018 was BDO Limited (“BDO"). The audit committee reviews and monitors
the independence of the external auditor to ensure the effectiveness of the audit process in accordance with applicable standards and the
objectivity of the financial statements. BDO has made a written declaration to the audit committee that they are independent with respect
to the Company and that they are not aware of any matters which may reasonably be though to bear on their independence. The following
table illustrates the fees paid/payable by the Group to BDO in the past two years for audit and non-audit services:

2018 2017
Audit services HK$4,600,000 HK$4,300,000
Non-audit services HK$300,000 HK$300,000
Total HK$4,900,000 HK$4,600,000

The non-audit services mainly included professional services in respect of interim financial information.
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DIRECTORS’ RESPONSIBILITY STATEMENT

The Board acknowledges its responsibility for preparing the financial statements for the year ended 31 December 2018, which give a true
and fair view of the Group’s state of affairs, results and cash flow for that period. In preparing the financial statements for the year ended
31 December 2018, the Board:

(a) selected suitable accounting policies and applied them consistently;

(b) adopted appropriate Hong Kong Financial Reporting Standards;

(c) made adjustments and estimates that are prudent and reasonable; and

(d) ensured that the financial statements were prepared on the going concern basis.

The Board is also responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the financial
position of the Company.

The Board is committed to present a balanced, clear and comprehensive assessment of the Group’s performance, position and prospects.

DIVIDEND POLICY

The Company considers stable and sustainable returns to the shareholders to be our goal. The Company may declare and distribute
dividends to shareholders provided that the declaration and distribution of dividends does not affect the normal operations of the Group.

A dividend policy was approved and adopted on 31 December 2018 (the “Dividend Policy”) in order to provide return to the shareholders
of the Company whilst retaining adequate reserves for the Group's future development.

According to the Dividend Policy, in deciding whether to propose a dividend and in determining the dividend amount, the Board shall take
into account the following factors:

(a) the Group's retained earnings and distributable reserves;

(b) the Group's future earnings;

(c) the Group's capital requirements;

(d) the Group's working capital requirements;

(e) the general financial conditions of the Group;

() the Group's business development strategies and future expansion plans;
(g) contractual restrictions on payment of dividends;

(h) the general economic and industrial conditions; and

(i) any other factors that the Board considers relevant.
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The declaration and payment of dividends by the Company shall be determined at the sole discretion of the Board and shall be subject to
any restrictions under the Companies Law of the Cayman Islands and the Articles of Association of the Company. The Dividend Policy will
continue to be reviewed from time to time. There can be no assurance that dividends will be proposed or declared in any particular amount
for any given period.

SHAREHOLDERS' RIGHT

Pursuant to Article 72 of the Articles of Association of the Company, an extraordinary general meeting shall be convened on the written
requisition of any two shareholders of the Company or any one or more shareholders of the Company together holding shares carrying not
less than one tenth of the voting rights at general meetings of the Company deposited at the registered office of the Company specifying
the objects of the meeting and signed by the requisitionists.

If the Directors do not within twenty-one days from the date of deposit of the requisition proceed duly to convene the meeting, the
requisitionists themselves may convene the general meeting in the same manner, as nearly as possible, as that in which meetings may
be convened by the Directors, and all reasonable expenses incurred by the requisitionists as result of the failure of the Directors shall be
reimbursed to them by the Company.

Shareholders and other stakeholders may send their enquiries and concerns to the Board by addressing them to the Company Secretary of
the Company. The Company Secretary will forward the enquiries or concerns to the CEO or the chairman of the board committees or senior
management of the Company as appropriate within their area of responsibilities for handling.

Shareholders are welcomed to suggest proposals relating to the operations, strategy and/or management of the Group to be discussed
at shareholders’ meeting. Proposal shall be sent to the Board or the Company Secretary by written requisition. Pursuant to the Articles of
Association of the Company, shareholders who wish to put forward a proposal shall convene an extraordinary general meeting by following
the procedures set out above.

COMMUNICATION WITH SHAREHOLDERS AND INVESTOR RELATIONSHIP

The Company endeavors to maintain a high level of transparency in communicating with shareholders and the investment community at
large. In order to ensure effective, clear and accurate communications with the shareholders and investors, all corporate communications
are arranged and handled by the Executive Directors and designated senior executives according to established practices and procedures
of the Company. The Company provides up-to-date and extensive information in its annual reports, interim reports, circulars and
announcements in a timely manner and within the time limits set out in the Listing Rules to ensure that all shareholders are able to form an
accurate understanding of the business performance and financial position of the Group and make informed investment decisions.

The Company treats annual general meetings as the principal forum for the Board of directors to meet and communicate with the
shareholders face to face. The Chairman of the Board, all Executive Directors, chairmen of the board committees and the external auditors
endeavor to attend the annual general meetings to report the business and operation of the Group to the shareholders, to answer questions
and develop a balanced understanding of the view of the shareholders.
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The most recent general meeting was the AGM 2018 held at Tang Room |, Third Floor, Sheraton Hong Kong Hotel & Towers, 20 Nathan
Road, Kowloon, Hong Kong on 28 May 2018. At the AGM 2018, separate resolutions were proposed on each substantially separate
issue including the re-election of individual directors. The procedures for demanding a poll were explained in the circular to shareholders
despatched together with the Annual Report 2017. The major items discussed at the AGM 2018 were:

— receiving and adopting the audited consolidated financial statements and the report of the directors and the independent auditor’s
report for the year ended 31 December 2017;

— declaring the payment of a final dividend;
— re-electing Directors;
—  re-appointing the auditor and authorising the Board to fix their remuneration;

—  approving a general mandate to authorise the Directors to make share buy-backs; and

approving a general mandate to authorise the Directors to allot and issue shares.

The poll results were posted on the websites of both the Company (www.irasia.com/listco/hk/citychamp) and the Stock Exchange on the
same day after the AGM 2018.

The Company continues to enhance communications and relationships with investment community at large. Executive Directors and
designated senior management will maintain open and active dialogues with shareholders, institutional investors, fund managers, analysts
and the media. The management is pleased to help them better understand the Company and respond to enquiries raised by them during

meetings, interviews and road shows, within the constraints of information already provided to the public.

Key shareholders' events in 2018 are set out below.

Events Date
Announcement in respect of change of Executive Directors 23 January 2018
Announcement in respect of annual results for the year ended 31 December 2017 28 March 2018
Publication and despatch of annual report 2017 24 April 2018
AGM 2018 28 May 2018
Announcement in respect of discloseable transaction — subscription of interest in a fund 20 July 2018
Payment of final dividend 2017 28 August 2018
Announcement in respect of unaudited interim results for the six months ended 30 June 2018 30 August 2018
Joint Announcement in respect of discloseable transaction in relation to the acquisition of 58.22% shares 16 September 2018

in Ernest Borel Holdings Limited (“Ernest Borel”) and possible unconditional mandatory cash offers
Publication and despatch of interim report 2018
Adoption of the amended terms of reference of nomination committee

21 September 2018
31 December 2018
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Important shareholders' dates in the coming 2019 are set out below:

Events Date
Annual general meeting 2019 30 May 2019

There was no change to the Memorandum and Articles of Association of the Company during the year ended 31 December 2018.

The Company website (www.irasia.com/listco/hk/citychamp) enables shareholders, investors and the general public to have access to the
information of the Company on a timely basis. Financial information and all corporate communications of the Company are made available
on the Company's website and updated regularly.

Shareholders who wish to raise any queries with the Board may write to the Company Secretary at Units 1902-04, Level 19, International
Commerce Centre, 1 Austin Road West, Kowloon, Hong Kong.

CHANGES AFTER CLOSURE OF FINANCIAL YEAR

There are no material events undertaken by the Company or by the Group after the reporting period.
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The Board of directors of the Company are pleased to present their report and the audited financial statements of the Company and its
subsidiaries (together the “Group”) for the year ended 31 December 2018.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding and its subsidiaries are engaged in manufacturing and distribution of watches
and timepieces, property investments, and banking and financial businesses. Details of the principal activities of the principal subsidiaries
are set out in note 57 to the consolidated financial statements. There were no other significant changes to the Group’s principal activities
during the year.

FINANCIAL STATEMENTS

The financial performance of the Group for the year ended 31 December 2018 and the financial positions of the Group as at that date are
set out in the consolidated financial statements on pages 186 to 353.

FINAL DIVIDEND

The Board has resolved not to recommend to distribute a final dividend for the year ended 31 December 2018 (year ended 31 December
2017: HK6 cents per share).

BUSINESS REVIEW

Pursuant to the requirements under the Companies Ordinance (Cap. 622 of the Laws of Hong Kong) (the “Companies Ordinance”) for
companies to have a “business review" section in report of the directors, a summary of the relevant sections in this annual report is set out
below for ease reference:

Required disclosures Relevant sections
a fair review of the Group's business for the year ended Chairman’s Statement (pages 12 to 14)

31 December 2018 Management Discussion and Analysis (pages 15 to 33)
a description of the principal risks and uncertainties facing the Group Risk Management Committee Report (pages 64 to 69)

particulars of important events affecting the Group that have occurred Changes after Closure of Financial Year (page 52)
since the end of the financial year ended 31 December 2018 (if any)

an indication of likely future development in the Group's business Outlook (page 14 and 32)
an analysis using financial key performance indicators Management Discussion and Analysis (pages 15 to 33)

a discussion on (i) the Group’s environmental policies and performance;  Environmental, Social and Governance Report
and (i) the Group’s compliance with the relevant laws and regulations (pages 75 to 90)
that have a significant impact on the Group

an account of the Group's key relationships with its stakeholders Environmental, Social and Governance Report
that have a significant impact on the Group and on which (pages 75 to 90)
the Group's success depends
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SUMMARY FINANCIAL INFORMATION

A summary of the published results, assets, liabilities and non-controlling interests of the Group for the last five financial years, as extracted
from the audited consolidated financial statements, is set out on pages 354 to 355. This summary does not form part of the audited
consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT AND INVESTMENT PROPERTIES

Details of movements in the property, plant and equipment, and investment properties of the Company and of the Group during the year
are set out in notes 29 and 30 to the consolidated financial statements, respectively. Further details of the Group's principal investment
properties are set out on page 356 of this annual report.

SHARE CAPITAL

Details of the movements in the share capital of the Company are set out in note 44 to the consolidated financial statements.

PRE-EMPTIVE RIGHTS

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

PERMITTED INDEMNITY PROVISION

During 2018, the permitted indemnity provision was in force for the benefits of directors. The Company has arranged appropriate directors’
and officers’ liability insurance for the directors and officers of the Group in respect of potential losses or liabilities which the directors and
officers may incur in the performance of their duties.

SUBSIDIARIES

Particulars of the principal subsidiaries of the Company as at 31 December 2018 are set out in note 57 to the consolidated financial
statement.

BUY-BACK, REDEMPTION OR SALE OF LISTED SECURITIES OF THE COMPANY

The Company did not buy back any Company’s listed shares (whether on the Stock Exchange or otherwise) during the year ended 31
December 2018.

RESERVES

Details of movements in the reserves of the Company and of the Group during the year are set out in note 46 to the consolidated financial
statements and in the consolidated statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES

In addition to the retained profits of the Company, the share premium account of the Company is also available for distribution to
shareholders provided that the Company will be able to pay its debts as they fall due in the ordinary course of business immediately
following the date on which any such distribution is proposed to be paid.

As at 31 December 2018, the Company had reserves of HK$682,027,000 being the aggregate of retained profits and share premium
account, available for cash distribution and/or distribution in specie.
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MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales and purchases attributable to the Group's major customers and suppliers respectively is set out as follows.

Percentage of
the total sales/purchases

Sales Purchases

Top five customers 17% -

Top five suppliers - 23%

The largest customer 6% -

The largest supplier = 9%
DIRECTORS

The directors of the Company as at the date of this report are as follows:

Executive Directors:

Mr. Hon Kwok Lung, Chairman

Mr. Shang Jianguang, Chief Executive Officer

Mr. Shi Tao

Mr. Lam Toi Man

Mr. Bi Bo

Ms. Sit Lai Hei

Mr. Hon Hau Wong

Mr. Teguh Halim (appointed with effect from 23 January 2018)

Independent Non-executive Directors:
Mr. Fung Tze Wa

Dr. Kwong Chun Wai, Michael

Mr. Zhang Bin

Mr. Rudolf Heinrich Escher

During the year ended 31 December 2018 and the period up to the date of this annual report, the following changes to the composition of
the Board were effected:

(1) Mr. Tao Li has resigned as an Executive Director of the Company with effect from 23 January 2018; and

(2) Mr. Teguh Halim has been appointed as an Executive Director of the Company with effect from 23 January 2018.
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In accordance with Article 116 of the Articles of Association of the Company, one-third of the directors for the time being shall retire from
office, provided that every director shall be subject to retirement by rotation at least once every three years as prescribed by the Listing
Rules. Accordingly, Mr. Hon Kwok Lung, Mr. Shi Tao, Mr. Lam Toi Man and Mr. Bi Bo will retire by rotation at the forthcoming annual
general meeting and, being eligible, offer themselves for re-election.

The Company has received annual confirmation of independence from each of the four existing Independent Non-executive Directors that
they have met all the factors concerning their independence as set out in Rule 3.13 of the Listing Rules and that there are no other factors
which may affect their independence. The Board considers all the Independent Non-executive Directors to be independent.

DIRECTORS AND SENIOR MANAGEMENT'S BIOGRAPHIES

Biographical details of the Directors and the senior management of the Company as at the date of this report are set out on pages 34 to 39
of the annual report.

DIRECTORS’ INTERESTS IN CONTRACTS

No director had a material interest, either directly or indirectly, in any contract of significance to the business of the Group to which the
Company or any of its subsidiaries was a party during the year ended 31 December 2018.

DIRECTORS SERVICE CONTRACTS

Mr. Shang Jianguang, the Executive Director and CEO, has entered into service contract with the Company for a term of three years
commencing from 18 November 2011, which is subject to termination by either party by giving not less than three-month written notice.
The contract can be renewed upon both parties’ consent. Each of other Executive Directors of the Company has entered into service contract
with the Company for an initial term of two years commencing from the date of appointment, which is automatically renewed for successive
terms unless it is terminated by either party by giving not less than two-month written notice. Each Independent Non-executive Director of
the Company has entered into service contract with the Company for an initial term of two years commencing from the date of appointment,
which is automatically renewed for successive terms unless it is terminated by either party by giving not less than one-month written notice.

No director proposed for re-election at the forthcoming annual general meeting has a service contract with the Company which is
not determinable by the Company or any of its subsidiaries within one year without payment of compensation, other than statutory
compensation.

DIRECTORS' REMUNERATION

The Directors’ fees can be fixed by the Directors of the Company and are subject to shareholders’ authorisation at general meetings. Other
emoluments are determined by the Board with reference to the duties, responsibilities and performance of the Directors and the results of
the Group.



2018 Annual Report 5 7

DIRECTORS, CHIEF EXECUTIVE AND SENIOR MANAGEMENT'S INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

At 31 December 2018, the interests or short positions of the Directors and chief executive in the share capital and underlying shares of
the Company or its associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance (Cap. 571 of the laws
of Hong Kong) (the “SFO")), as recorded in the register required to be kept by the Company pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model Code”) as set out in the Appendix 10 of the Listing Rules, were as follows:

Directors and Chief Executive’s long positions in shares of the Company

Number of shares held

Beneficial Corporate Family Total Percentage of
Name of director owner interests interests interests shareholding
Hon Kwok Lung 3,500,000 3,017,389,515 ™ 1,374,000 @ 3,022,263,515 69.45%
Shang Jianguang (executive
director and chief executive
officer) 5,300,000 = = 5,300,000 0.12%
Shi Tao 5,000,000 - - 5,000,000 0.11%
Lam Toi Man 2,400,000 = = 2,400,000 0.06%
Sit Lai Hei - 200,000,000 © - 200,000,000 4.60%
Hon Hau Wong 1,750,000 = 200,000,000 “ 201,750,000 4.64%
Teguh Halim 3,000,000 - 3,000,000 © 6,000,000 0.14%
Fung Tze Wa 1,400,000 = = 1,400,000 0.03%
Notes:

(1)  The 3,017,389,515 shares comprise of 1,640,128,000 shares held by Full Day Limited ("“Full Day”), which is wholly-owned by Mr. Hon Kwok Lung, and
1,377,261,515 shares held by Sincere View International Limited ("Sincere View"), which is owned as to 80% by Mr. Hon Kwok Lung and 20% by his
spouse.

(2) 1,374,000 shares were held by Mr. Hon Kwok Lung's spouse, Ms. Lam Suk Ying.

(3)  The 200,000,000 shares were held by Qiangda Limited, a wholly-owned subsidiary of Fengrong Investment (Hong Kong) Company Limited (“Fengrong
Hong Kong”). Fengrong Hong Kong is wholly owned by Fujian Fengrong Investment Company Limited (”Fujian Fengrong”), which is owned as to
approximately 68.5% by Ms. Sit Lai Hei.

(4)  Mr. Hon Hau Wong is deemed to have an interest in 200,000,000 shares which were held by Qiangda Limited, a wholly-owned subsidiary of Fengrong
Hong Kong. Fengrong Hong Kong is wholly owned by Fujian Fengrong which is owned as to approximately 31.5% by Ms. Lu Xiaojun, the spouse of Mr.
Hon Hau Wong.

Directors and Chief Executive's long position in shares of the associated corporations of the Company

Percentage of
Name of Director Name of associated corporation Nature of interest shareholding

Sit Lai Hei Zhuhai Rossini Watch Industry Limited Corporate @ 9%
Hon Hau Wong Zhuhai Rossini Watch Industry Limited Family interest @ 9%
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Notes:

(1) Zhuhai Rossini Watch Industry Limited (“Rossini”) is owned as to 91% indirectly by the Company and 9% by Fujian Fengrong. Rossini is an associated
corporation of the Company within the meaning of Part XV of the SFO.

(2) The interest in Rossini was held by Fujian Fengrong, which is owned as to approximately 68.5% by Ms. Sit Lai Hei, an Executive Director of the
Company, and 31.5% by Ms. Lu Xiaojun. Both Ms. Sit Lai Hei and Ms. Lu Xiaojun are daughters-in-law of Mr. Hon Kwok Lung, an Executive Director of
the Company. Mr. Hon Hau Wong, an Executive Director of the Company, being the hushand of Ms. Lu Xiaojun, is also deemed to be interested in the
31.5% interest in Fujian Fengrong.

Senior Management'’s long position in shares of the Company

Save as disclosed above, as at 31 December 2018, no person had registered an interest or short position in the shares and underlying shares
of the Company or any of its associated corporations that was required to be recorded pursuant to Section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save for the share option scheme as disclosed below, 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 director of the Company or their respective spouse 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.

SUBSTANTIAL SHAREHOLDERS' INTERESTS IN SHARES AND UNDERLYING SHARES

At 31 December 2018, the following interests of 5% or more of the issued share capital of the Company were recorded in the register of
interests required to be kept by the Company pursuant to Section 336 of the SFO:

Percentage of
existing issued

Nature of interest No. of Shares capital

Sincere View International Limited Beneficial owner 1,377,261,515 31.65%

Full Day Limited Beneficial owner 1,640,128,000 37.69%

Hon Kwok Lung (Note) Corporate interest, beneficial owner and 3,022,263,515 69.45%
family interest

Lam Suk Ying (Note) Beneficial owner and family interest 3,022,263,515 69.45%

Note:

Mr. Hon Kwok Lung and Ms. Lam Suk Ying are deemed to have an interest in the same parcel of 3,022,263,515 shares, which comprise 1,377,261,515 shares
held by Sincere View, 1,640,128,000 shares held by Full Day, 3,500,000 shares held by Mr. Hon Kwok Lung and 1,374,000 shares are held by Ms. Lam Suk
Ying. The shareholding structure was summarised in the following chart:
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Save as disclosed above, as at 31 December 2018, no person, other than the directors and chief executive of the Company, whose interests
are set out in the section headed “Directors, chief executive and senior management's interests and short positions in shares and underlying
shares” above, had registered an interest or short position in shares and underlying shares of the Company that was required to be recorded
pursuant to Section 336 of the SFO.

CONNECTED TRANSACTION

There was no material connected transaction of the Group under the Listing Rules during the year under review.

SHARE OPTION SCHEME

Particulars of the share option scheme of the Company are set out in note 45 to the consolidated financial statements.

By the end of December 2018, all the share options under the share option scheme have been exercised or lapsed. The following table
discloses movements in the Company'’s share options which was adopted by the Company in 2008 for the year ended 31 December 2018:

Number of share options

As at Exercised Lapsed As at
1 January during during 31 December
Name or category of participants 2018 the year the year 2018
Other eligible employees
In aggregate 1,575,000 (1,575,000) - -
Other eligible persons
In aggregate 5,480,000 - (5,480,000) -

Total 7,055,000 (1,575,000) (5,480,000) -
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DIRECTORS’ INTERESTS IN A COMPETING BUSINESS

During the year under review, no director is considered to have an interest in a business which competes or is likely to compete, either
directly or indirectly, with the businesses of the Group pursuant to the Listing Rules, other than those businesses to which the directors were
appointed as directors to represent the interest of the Company and/or the Group.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the knowledge of the Directors, the Company’s shares which are
in the hands of the public represented approximately 25.46% of the Company's total issued share capital as at the date of this report, which
satisfies the requirement of the Listing Rules.

CORPORATE GOVERNANCE

A report on the corporate governance practices of the Company is set out on pages 40 to 52 of this annual report.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Board has adopted the Model Code as the Company’s code of conduct for dealings in securities of the Company by the Directors.
Having made specific enquiry with all the Company’s Directors, the Company has ascertained that all of its Directors have complied with the
required standards set out in the Model Code throughout the year ended 31 December 2018.

AUDITOR
The financial statements for the year ended 31 December 2018 have been audited by BDO Limited.

A resolution will be proposed at the forthcoming annual general meeting of the Company to re-appoint BDO Limited as auditor of the
Company.

ON BEHALF OF THE BOARD

Hon Kwok Lung
Chairman

Hong Kong, 29 March 2019
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AUDIT COMMITTEE REPORT

The audit committee of the Company (“Audit Committee”) currently comprises following members:

Independent Non-executive Directors

Fung Tze Wa (Committee Chairman)
Kwong Chun Wai, Michael

Zhang Bin

Rudolf Heinrich Escher

The composition and members of the Audit Committee comply with the requirements under Rule 3.21 of the Listing Rules.

AUTHORITY AND DUTIES

The Audit Committee, under the delegation of the Board, performs following duties:

Relationship with the Company’s auditors Review of the financial information

—  be primarily responsible for making recommendations — monitor integrity of the Company’s financial statements,
to the Board on the appointment, reappointment and annual report and accounts, and interim reports, and to
removal of the external auditor, and to approve the review significant financial reporting judgements contained
remuneration and terms of engagement of the external in them;

auditor, and any questions of its resignation or dismissal
— review the reports before submission to the Board focusing

— review and monitor the external auditor's independence particularly on:
and objectivity and the effectiveness of the audit process
in accordance with applicable standards. The committee (i) any changes in accounting policies and practices
should discuss with the auditor the nature and scope
of the audit and reporting obligations before the audit (ii) major judgmental areas
commences

(iii) significant adjustments resulting from audit
— develop and implement policy on engaging an external

auditor to supply non-audit services. The committee (iv) the going concern assumptions and any qualifications
should report to the Board, identifying and making
recommendations on any matters where action or (v) compliance with accounting standards

improvement is needed
(vi) compliance with the Listing Rules and legal
— act as the key representative body for overseeing the requirements in relation to financial reporting
Company's relations with the external auditor
—  consider any significant or unusual items that are, or may
need to be, reflected in the report and accounts, and give
due consideration to any matters that have been raised
by the Company'’s staff responsible for the accounting and
financial reporting function, compliance officer or auditors
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Oversight of the financial reporting system and
internal control procedures

review the Company'’s financial controls and internal
control systems

discuss the internal control system with management
to ensure that management has performed its duty
to have an effective internal control system. This
discussion should include the adequacy of resources,
staff qualifications and experience, training programmes
and budget of the Company’s accounting and financial
reporting function

consider major investigation findings on internal control
matters as delegated by the Board or on its own initiative
and management’s response to these findings

where an internal audit function exists, ensure
coordination between the internal and external
auditors, and to ensure that the internal audit function
is adequately resourced and has appropriate standing
within the Company, and to review and monitor its
effectiveness

review the Group's financial and accounting policies and
practices

review the external auditor's management letter, any
material queries raised by the auditor to management
about accounting records, financial accounts or systems
of control and management's response

ensure that the Board will provide a timely response to the
issues raised in the external auditor's management letter

report to the Board on the matters related to the Listing
Rules

Employees’ Concerns

review the Company's arrangements employees can use, in
confidence, to raise concerns about possible improprieties
in financial reporting, internal controls or other matters.
The committee shall ensure that proper arrangements are in
place for fair and independent investigation of these matters
and for appropriate follow-up action
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WORK DONE IN 2018
During 2018, two meetings were held and the individual attendance of each member is set out below:

Attendance/

Number of

Members Meetings Held
Fung Tze Wa (Committee Chairman) 212
Kwong Chun Wai, Michael 2/2
Zhang Bin 212
Rudolf Heinrich Escher 212

The key members from the Finance Department of the Company and representatives of the external auditor attended all meetings to report
and answer questions about their work.

During the year under review, the Audit Committee met with the Company’s external auditor, the Board and senior management. The Audit
Committee reviewed the financial reporting (including interim and annual results) and other information to shareholders, the accounting
system, the system of internal controls, independency of the external auditor, effectiveness and objectivity of the audit process and perform
other duties set out in the terms of reference. They also reviewed Company's and major subsidiaries’ adequacy of resources, qualifications,
experience and training of staff engaged in the accounting and financial reporting function. The Audit Committee also reviewed with the
management the accounting principles and practices adopted by the Group and discussed internal controls and financial reporting matters
including a review of the financial statements for the six months ended 30 June 2018 and the year ended 31 December 2018.

The Committee received and considered internal audit reports on certain subsidiaries from the Group Internal Audit, and had detailed
discussions on the matters covered by all the reports.

In 2018, the Audit Committee visited Shun Heng Finance Holdings (Hong Kong) Limited and discussed with the management on the matters
related to system of accounting and financial reporting, internal controls and risk management and its manager-in-charge regime regulatory
compliance.
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The risk management committee of the Company (the “Risk Management Committee”) is currently comprises following members:

Executive Directors

Sit Lai Hei (Committee Chairman)
Shi Tao

Lam Toi Man

Bi Bo

AUTHORITY AND DUTIES

The Risk Management Committee, under the delegation of the Board, oversees the Group's risk management system, and conducts periodic
reviews of such system to minimise potential risks that may occur and ultimately ensure good corporate governance practice. In accordance
with the Group's development strategy, we have established a risk management system covering all business segments to assess and
manage various risks in the Group’s business activities.

assist the Board to evaluate and determine the nature and extent of the risks the Group is willing to take in achieving the strategic
objectives

ensure that the Group establishes and maintains appropriate and effective risk management systems; oversee management in the
design, implementation and monitoring of the risk management systems of the Group

ensure that management provides confirmation to the Board on the effectiveness of these systems

oversee the Group's risk management systems on an ongoing basis, and ensure that a review of the effectiveness of the Group's risk
management systems is conducted at least once annually, which should cover all material controls, including financial, operational and
compliance controls

identify and consider significant risks to which the Group is exposed, and develop plans and measures to mitigate such significant risks

review the changes in the nature and extent of significant risks, and the Group's ability to respond to changes in its business, the
external environment and new risks from time to time

report to the Board on any material adverse findings related to risk management of the Group, and make recommendations for
improvement

WORK DONE IN 2018

During 2018, two meetings were held and the individual attendance of each member is set out below:

Attendance/

Number of

Members Meetings Held
Sit Lai Hei (Committee Chairman) 212
Shi Tao 212
Lam Toi Man 2/2

Bi Bo 2/2
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RISK ASSESSMENT

Risk assessment is the process of identifying and evaluating risks and determining how to manage these risks. At every level within the
Group are both internal and external risks that could prevent the accomplishment of established objectives. Ideally, management should
seek to prevent these risks. However, sometimes we cannot prevent the risk from occurring. In such cases, we decide whether to accept
the risk, reduce the risk to acceptable levels, or avoid the risk. To have reasonable assurance that the Group will achieve its objectives, we
ensure each risk is assessed and handled properly.

PRINCIPAL RISKS AND UNCERTAINTIES

The following risks are the principal risks and uncertainties facing the Group and the Board will monitor the situation closely and adopt any
necessary risk mitigation measures.

Economy risk

In respect of the segment of watches and timepieces, the continued growth in revenue is dependent on the growth of consumer spending
on watches. Any continued economic slowdown domestically or globally may result in a decrease in consumer spending in watches and may
lead to a material adverse effect upon the Group’s business and results of operations. Currently, there are numerous challenges for both
macro-economic outlook and market conditions, domestically or globally. Our Group will redefine the strategic mix to deal with the ever-
changing economy and closely monitor the impact of the recent economic trend.

Industry risk

The watch industry is subject to rapidly changing market trends and competition amongst different players domestically or globally. The
watch industry is a highly competitive market, and the pricing of and demand for our watches are greatly affected by the intensity of
competition we face. Our competitors may have strong competitive edge in terms of financial positions, technology, design, customer
relationship etc. In order to maintain our competitiveness, we have to continuously strengthen our products, distributions and our marketing
as a whole.

The competition in the financial industry is intense. With the unrivalled language and cultural skills, Bendura Bank secures its position as an
exclusive private bank. To cope with the heavy regulatory pressure, Bendura Bank spends a large amount on control and reporting systems
so that it can remain a stable and secure institution.

E-commerce risk

In respect of the segment of watches and timepieces, e-commerce is increasingly popular and reshaping the traditional distribution model.
Becoming more significant portion of the business, e-commerce is posting challenge to us through more intense competition, increasing
expense level as well as lower margin. The Group has invested providently to maintain its competitive competence across all e-commerce
platforms. In the foreseeable future, the Group will continue to invest in e-commerce and new marketing approaches, such as social media
and mobile marketing. In 2017 and 2018, e-commerce accounted for approximately 18.0% and 31.3% of the Group's revenue, respectively,
deriving from watch & timepieces business.
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Interest rate risk

Interest rate risk stems from the fluctuation of the fair value or cash flows of a financial instrument due to changes in market interest
rates. The Group's exposure to the risk of changes in market interest rates relates primarily to the Group's due from client balance, debt
obligations and bank deposits with a floating interest rate. As at 31 December 2017 and 2018, the interest-bearing loans amount to
HK$583,269,000 and HK$1,047,189,000 respectively. The Group will keep monitoring the trend of interest rate of the global capital markets
and adjust the mix of fixed-rate interest-bearing loans accordingly.

In respect of the banking business, interest rate risk is managed by taking into account market conditions and controlled at a reasonable
level. Applying the prudent risk appetite and dealing with mainly the repricing risk, Bendura Bank continues to optimize the maturity
structure of deposits and take the initiative to manage sensitive gaps in interest rates for the overall objective of achieving steady growth
both in net interest income and economic value within a tolerable level of interest rate risk.

Exchange rate risk

In respect of the segment of watches and timepieces, most of our sales are dominated in Renminbi and some of our purchases are made in
other currencies such as Swiss Francs. As a result, we are subject to foreign exchange rate risks and our profits may be adversely affected
should other foreign currencies such as Swiss Francs appreciate against Renminbi.

Our reporting currency is Hong Kong Dollar. When we prepare our consolidated financial statements, the sales and purchases made in
foreign currency are translated into Hong Kong Dollar at the average exchange rates of the relevant financial years whereas foreign currency
balance sheets are translated in Hong Kong Dollar at the rates at the balance sheet date. Accordingly, the profits we derived in foreign
currencies would be lower should there be any appreciation in the exchanges of Hong Kong Dollar against the respective currencies.

Fluctuations in exchange rates of foreign currencies may also affect our customers’ purchasing power and their wiliness to purchase
watches. Our business and financial position could be adversely affected by fluctuations in exchange rates especially when fluctuations
persist.

Exchange rate also affects the fair value of future cash flows of a financial instrument. The Group's exposure to exchange rate risk also
primarily arise from certain financial instruments including various balance sheet items, which are dominated in United States Dollar, Euro,
Swiss Francs, British Pound and Renminbi. The Group currently does not have a foreign currency hedging policy but the management
continuously monitors the foreign exchange exposure.

Legal risk

Operating internationally, we have to comply with various laws and regulations in the jurisdictions in which we operate our business. Failure
to comply with these laws and regulations may result in imposition of conditions on or the suspension of sales or seizure of products, or
significant penalties or claims. In the event that the countries in which we operate increase the stringency of such laws and regulations,
our operating costs may increase and we may not be able to pass these additional costs onto our customer. Further, in the event that any
jurisdiction in which we operate impose any new laws, regulations, restrictions on opening new POS or other barriers of entry, our ability
to expand our business may be limited and our growth and development may be adversely affected.

Legal risk is managed by means of internal rules and directives. External legal advisors are engaged to lower the legal risks.
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Brand risk
Our brands are integral part of our competitive advantage. The Group continues to provide quality product, distribute products through
quality channels and maintain good sale and marketing activities in order to maintain the good standing of the brands.

Intellectual property rights risk

Intellectual property rights, embodies in our watch-making technologies, designs and brand names, are also an integral part of our
competitive advantage. Our operations are dependent upon the adequate protection of our intellectual property rights including
trademarks, patents, and technological know-how. Intellectual property rights can be protected by means of proper registrations with
various government authorities of the different jurisdictions in which we conduct business. However, there are jurisdictions that may not be
able to offer sufficient protection. We are dedicated to work with professionals to protect our intellectual property rights all over the world.

Operational risk

We define operational risk as the potential of loss resulting from impact of external events and/or inadequacies in the areas of internal
processes, manpower and systems. As operational risk arises from all activities carried out within the Group, the potential for operational
risk events occurring across a large and complex international organization is a constant challenge. To address this challenge, we aim to
achieve “industrial strength” process and standards for all activities, and benchmark practices against peers, other industries and regulatory
requirements. Operation risk is managed by means of internal control procedures and directives.

Credit risk

In respect of non-banking and financial businesses, the Group’s trading terms with a large proportion of customers are mainly on credit. The
credit period is generally for a period of one to six months for major customers. The Group trades only with recognized and creditworthy
parties in order to minimize the credit risk.

The account receivable is affected by the general economic conditions in the geographies in which the Group operates. As at 31 December
2017 and 2018, our aggregate trade receivables after loss allowance were around HK$506 million and HK$571 million, respectively. The
Group sets limits on the exposure to any counterparty, and credit risk. The Group also follows up the delinquent account receivable based
on established internal system.

In respect of banking business, Bendura Bank's interbank placements are secured or placed with banks that have an external rating of A or
higher. Exceptions are individually assessed on a monthly basis and approved subject to a detailed evaluation if necessary.

In line with the Group's lending policy, Bendura Bank only grants collateralized loans generally. Loans are approved and monitored by the
relevant managers, the credit committee and ultimately the board of the directors of Bendura Bank. Bendura Bank implements a framework
to provide a holistic view of the credit risks, which assess credit risks against key criteria. Credit risk is also monitored using the concept of
economic risk capital. Standardized processes are employed to oversee compliance with the risk requirements.
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Liquidity risk

Liquidity risk is the risk that we either do not have sufficient financial resources available to meet our obligation as they fall due, or we only
access these financial resources at excessive cost. It is our policy to maintain adequate liquidity at all times in all geographical locations
and for all currencies, and hence to be in a position to meet obligations as they fall due. We manage liquidity risk both on a short term and
structural basis. In the short term, our focus is on ensuring that the cash flow demands can be met when required for periods up to 30 days.
In the medium term, the focus is on ensuring that the balance sheet remains structurally sound and is aligned to our strategy. Liquid assets
and liquidity coverage ratio against the regulatory requirements are analyzed and presented to the Board and senior management on a
monthly basis.

Loans granted by Bendura Bank to its clients are usually granted as part of the securities business. Loans are granted prudently and almost
exclusively against collateral. Most of the loans are provided to borrowers in Europe and thus the related country risk is limited. In case of
interbank transactions, only first-rated counterparties are involved and limits are set.

Liquidity risk of Bendura Bank are monitored and controlled under statutory banking regulatory provisions. The Bank always holds an
amount of liquid funds that is above the minimum required by the banking regulatory legislation.

Risk in trading and in the use of derivatives
Derivative financial instruments by Bendura Bank are used exclusively in client transactions or as hedging transactions. First-rated banks
serve as counterparties, as is generally the case in trading business.

Equity price risk

Equity price risk relates to the risk that the fair values or future cash flows of a financial instrument with fluctuate because of change in its
market price, other than those unlisted equity investments held for strategic purposes and those valued at quoted market prices at the end
of reporting period. The Group invests in various listed equity instruments in Hong Kong recognized under trading portfolio investments for
trading purpose and is exposed to the equity price risk when the market price of the listed equity instruments decrease. The equity price risk
managed by closely monitoring the price fluctuation of the listed equity instruments and establishing appropriate exit strategies.

Inventory risk

The demand for our watches is highly dependent on the customers’ preferences and market trends, which are beyond our control. If the
products of our Group fail to meet the changing consumer preferences and market trends, slow-moving inventory will increase. If we can't
manage inventory to source or manufacture appropriate products to suit the consumer preference and market trends in the future, the
volume of obsolete and slow-moving inventory may increase and we need to either sell off such inventory at a lower price or write off such
inventory, in the event of which our performance may be materially and adversely affected. The Group has initiated measures to enhance
sales efficiency at distribution outlet level, improve overall inventory management with more rapid information exchange between the
distribution outlet, the regional sale office and the headquarters, and our increasingly strong efforts to clear inventory.

Impairment risk

Impairment risk is defined as the risk of written-off in respect of the amount by which the asset’s carrying amount exceeds its recoverable
amount on our individual business cash generation unit. As stated in the accounts as at 31 December 2017 and 2018, the total amount
of goodwill and intangibles were HK$919,172,000 and HK$1,124,862,000, respectively. They are subject to impairment if the future
performance of the related subsidiaries does not meet their expected performance. The Group will keep monitoring the business
performance of the related subsidiaries and minimize the extent of impairment, if any.
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Concentration risk

The bond portfolio of Bendura Bank is composed of bonds with different maturity, geography, segment and currency and hence,
diversification is ensured. Risk concentration on assets and liabilities sides are analysed and presented to the Board and senior management
on a monthly basis.

Risk related to potential breach of capital adequacy ratios
Bendura Banks seeks to maintain a strong capital base to support the development of its business and to meet regulatory capital and
leverage requirements.

The fundamental goal is to generate an operative and suitable risk-adjusted return on invested capital for shareholders. To achieve this goal,
we seek to identify advantageous risk-return ratios when managing capital. In doing so, the Group avoids extreme risks that could endanger
its risk capacity and health and existence, and manage all risks within the risk budget. When managing capital, the group assesses both the
required capital (minimum capital amount to cover risks on the basis of supervisory requirements) as well as the available eligible capital
(available capital calculated according to the supervisory authorities’ criteria) and evaluates the development of both as part of its capital
planning.

Capital requirements as well as tier 1 and tier 2 capital are set on the basis of the IFRS consolidated financial statements, but with a
stricter definition of core capital. The calculations on the total capital ratio, cash reserve ratio and leverage ration are presented to the
senior management and the board of directors on a monthly basis. Given its capital adequacy ratios, Bendura Bank is considered strongly
capitalised.
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The Nomination Committee currently comprises following members:

Executive Directors
Hon Kwok Lung (Committee Chairman)
Shang Jianguang

Independent Non-executive Directors
Fung Tze Wa

Kwong Chun Wai, Michael

Zhang Bin

Rudolf Heinrich Escher

The composition and members of the Nomination Committee comply with the requirements under CG Code A.5.1.

AUTHORITY AND DUTIES

The Nomination Committee, under the delegation of the Board, performs following duties:

—  review the structure, size, composition and diversity (including but not limited to gender, age, cultural and educational background,
independence from or relationship with other members of the Board, experience (professional or otherwise), skills, knowledge and
length of service) of the Board at lease annually and make recommendations on any proposed changes to the Board to complement
the Company’s corporate strategy;

— identify individuals suitably qualified to become Board members and select or make recommendations to the Board on the selection
of individuals nominated for directorships. In identifying suitable candidates, the Committee shall consider candidates on merit and
against the objective criteria, with due regard for the benefits of diversity on the Board;

— assess the independence of independent non-executive directors;

— make recommendations to the Board on the appointment or re-appointment of directors and succession planning for directors,
in particular the chairman and the chief executive, taking into account the Company's corporate strategy and the mix of skills,
knowledge, experience and diversity needed in the future, together with the Board, as appropriate;

—  to review the board diversity policy, to develop and review measurable objectives for the implementing the board diversity policy,
to monitor the progress on achieving these objectives and to disclose the board diversity policy or a summary of the policy in the
corporate governance report of the Company; and

—  to develop and maintain a nomination policy for the nomination of the directors of the Company which includes the nomination
procedures and the process and criteria adopted by the Committee to select and recommend candidates for directorship during the
year, and to review periodically and disclose nomination policy in the corporate governance report of the Company.

The terms of reference of the Nomination Committee was adopted on 26 March 2012 and amended on 31 December 2018. The full updated
version of the terms of reference is available on the website of the Stock Exchange and the website of the Company.
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WORK DONE IN 2018
During 2018, one meeting was held and the individual attendance of each member is set out below:

Attendance/

Number of

Members Meeting Held
Hon Kwok Lung (Committee Chairman) 0N
Shang Jianguang 01
Fung Tze Wa 1
Kwong Chun Wai, Michael mn
Zhang Bin mn
Rudolf Heinrich Escher 1

During the year under review, the Nomination Committee:
— approved and proposed to the Board for adoption the nomination policy of the Company (the “Nomination Policy”).

The Board approved and adopted the Nomination Policy on 31 December 2018 in order to set out the approach to guide the
Nomination Committee in relation to the selection and recommendation of candidates for directorship during the year.

Nomination Policy

Purpose The Nomination Policy aims to ensure that the Board has a balance of skills, experience
and diversity of perspectives appropriate to the needs of the Company'’s business.

Nomination Criteria — In assessing, selecting and recommending candidates for directorship to the
Board, the Nomination Committee will give due consideration to the factors
including but not limited to (collectively, the “Factors”):

(@) reputation for character and integrity;

(b) accomplishment and experience in the relevant industries in which the
Company's business is involved and other professional qualifications;

(c) number of directorship the candidate holds in listed companies, commitment
in respect of available time and relevant interest;

(d) diversity in all aspects including but not limited to gender, age, cultural
and educational background, experience (professional or otherwise), skills,
knowledge and length of service;

(e) contribution that the candidates can potentially bring to the Board;

() whether cross-directorship or significant links with other Directors through
involvements in other companies or bodies exists, and

(g) plans in place for the orderly succession of the Board.
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Nomination Policy

Nomination Criteria

Nomination Procedures

The above Factors are for reference only, and not meant to be exhaustive and decisive.
The Nomination Committee has the discretion to nominate any person, as it considers
appropriate.

Retiring Directors, save for those who have served as independent non-executive
Directors for a period of nine consecutive years, are eligible for nomination by
the Board to stand for re-election at a general meeting. If an independent non-
executive Director serves more than nine years, his/her further appointment
should be subject to a separate resolution to be approved by the shareholders
of the Company. The circular to the shareholders accompanying that resolution
should include the reasons why the Board believes he/she is still independent and
should be eligible for re-election. For the avoidance of doubt, (a) the nine-year
period for determining the eligibility of an independent non-executive Director for
nomination by the Board to stand for election at a general meeting would count
from his/her date of first appointment as an independent non-executive Director
until the date of the forthcoming annual general meeting when his/her current
term of service will expire at the end of that meeting; and (b) an independent
non-executive Director who has been serving on the Board for a period of nine
consecutive years or more may continue to hold office until expiry of his/her
current term.

In addition to the Factors, the Nomination Committee will assess, select and
recommend candidates for the position of the independent non-executive director
of the Company by giving due consideration to the factors including but not
limited to those set out in Rules 3.10(2) and 3.13 of the Listing Rules (as amended
from time to time).

The Board may from time to time and at any time to appoint any person as a
Director or the Company may by ordinary resolution elect any person to be a
Director either to fill a casual vacancy on the Board, or as an addition to the
existing Board.

The Nomination Committee will recommend candidates of directorship to the
Board in accordance with the following procedures and process:

(@) the Nomination Committee may consult any source it deems appropriate in
identifying or selecting suitable candidates, such as referrals from existing
Directors, advertising, recommendations from third-party agency firm and
proposals from shareholders of the Company with due consideration given to
the Factors;

(b) the Nomination Committee may adopt any process it deems appropriate in
evaluating the suitability of the candidates, such as interviews, background
checks, presentations and third party reference checks;

(c) the proposed candidates will be asked to submit the necessary personal
information for the Nomination Committee’s consideration. The Nomination
Committee may request the candidate(s) to provide additional information
and documents, if considered necessary;



Nomination Policy

Nomination Procedures

Review

2018 Annual Report 7 3

upon considering a candidate suitable for the directorship, the Nomination
Committee will hold a meeting and/or by way of written resolutions to, if
thought fit, approve the recommendation to the Board for appointment;

the Nomination Committee will provide the relevant information of the
selected candidate to the Remuneration Committee for consideration of
remuneration package of such selected candidate;

the Nomination Committee will thereafter make the recommendation
to the Board in relation to the proposed appointment, and where a non-
executive Director is considered, the Remuneration Committee will make the
recommendation to the Board on the proposed remuneration package;

the Board may arrange for the selected candidate to be interviewed by the
members of the Board who are not members of the Nomination Committee;

the Board will thereafter deliberate and decide the appointment or a
shareholder circular will be issued and sent to shareholders of the Company
in order to provide information of the candidates nominated by the Board
to stand for election at a general meeting and to invite nominations from
shareholders (as the case may be);

a shareholder can serve a notice to the Company within the lodgement period
of its intention to propose a resolution to elect a certain person as a Director,
without the Board's recommendation or the Nomination Committee’s
consideration and nomination, other than those candidates set out in the
shareholder circular. The particulars of the candidates so proposed will be
sent to all shareholders for information by a supplementary circular; and

all appointment of Directors will be confirmed by the filing of the consent to
act as Director of the relevant Director (or any other similar filings requiring
the relevant Director to acknowledge or accept the appointment as Director,
as the case may be) to be filed with the Companies Registry of Hong Kong
and updating the Register of Directors of the Company. The Director shall
consent to the public disclosure of their personal data on any documents or
announcements in the relevant websites for the purpose of or in relation to
their appointment as a Director.

The Board shall have the final decision on all matters relating to the appointment
of Directors and its recommendation of candidates to stand for election at any
general meeting.

The Nomination Committee will review this Policy, as appropriate, to ensure the
effectiveness of this Policy. The Nomination Committee will discuss any revisions that
may be required, and recommend any such revisions to the Board for consideration and

approval.



74 Citychamp Watch & Jewellery Group Limited

NOMINATION COMMITTEE REPORT

— approved and proposed to the Board for adoption the board diversity policy of the Company (the “Board Diversity Policy”).

The Board approved and adopted the Board Diversity Policy on 31 December 2018 in order to set out the approach to achieve diversity on
the Company’s board of directors.

Nomination Policy

Vision The Company recognises and embraces the benefits of diversity of Board members to
enhance the quality of its performance. The Company upholds that a high performing
board is one that composes directors with the combination of competencies and
diversity of perspectives aligning with the Company’s strategy and objectives, and
which is in the best position to deal with the key issues that the Company faces.

Policy Statement 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. In designing
the Board’s composition, board diversity has been considered from a number of
aspects, including but not limited to gender, age, cultural and educational background,
independence from or relationship with other members of the Board, experience
(professional or otherwise), skills, knowledge and length of service. All board
appointments will be made on a merit basis but the Company will ensure that the Board
has a balance of skills, experience and diversity of perspectives appropriate to the needs
of the Company’s business.

Measurable Objectives Selection of candidates will be based on a range of diversity perspectives, including but
not limited to gender, age, cultural and educational background, independence from or
relationship with other members of the Board, experience (professional or otherwise),
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. The Board’s
composition (including gender, ethnicity, age, length of service) will be disclosed in the
corporate governance report annually.

Review The Nomination Committee will review this Policy, as appropriate, to ensure the
effectiveness of this Policy. The Nomination Committee will discuss any revisions that
may be required, and recommend any such revisions to the Board for consideration and
approval.



2018 Annual Report 7 5

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

As a responsible and caring corporate citizen, the Group is not only focused on achieving business goals and financial targets, but also
committed to contributing to its different stakeholders by way of supporting the well-beings of our employees and their families, the
community and society at large, and advocating environment protection and efficient use of resources. The Group upholds the principle that
good business practices and corporate social responsibility are vital for its sustainable success.

REPORTING PERIOD AND REPORTING SCOPE

This Report, pursuant to the Environmental, Social and Governance (ESG) Reporting Guide issued by the Stock Exchange, illustrates the
policies implemented, duties and performances regarding environmental, social and governance aspects of the Group during the period
from 1 January 2018 to 31 December 2018. This Report focuses on the main operating enterprises engaged in watches and timepieces
businesses, namely Rossini in Zhuhai and EBOHR in Shenzhen (hereinafter known as “Reporting Companies”).

Rossini EBOHR Total
Area of Reporting Companies 48,000 sq.m. 44,427 sq.m. 92,427 sq.m.

Looking forward, the Group will expand the disclosure to cover other businesses and more operating companies and disclose more key
performance indicators, to continuously increase the coverage and transparency of information.

PARTICIPATION AND SIGNIFICANCE OF STAKEHOLDERS

The Group highly values the communication with stakeholders, including Shareholders and investors, business partners, staff, customers,
administrative authorities and local communities. We deeply understand that maintaining a good communication with stakeholders is
highly important to business operation and corporate development.

Local Business
Communities Partners

Shareholders

Customers Stakeholders
and Investors

Administrative

Authorities =

For the past years, we have actively strived to carry out various activities to seize opportunities for communications with stakeholders. In
the future, we will continue to develop a good relationship and maintain a close connection and communication with stakeholders. We will
make a full understanding on their various concerns and take instant response with endeavors to develop a prosperous and communication-
oriented society.
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Shareholders and Investors

General meetings

Annual Reports and interim reports,
and results announcements
Announcements and circulars
Publication through Company's
website

Customers

Regular operating interactions
Watch exhibitions

Customer hotline
Service/product feedback
mechanism

Business Partners

Periodic assessment on suppliers
On-site inspection

Safety questionnaire
Corporation meetings

Supplier management system

Administrative Authorities

Conferences relating to compliance
operation and environmental
protection

Document correspondence

On-site inspection

Staff

Staff gatherings
Recreational associations
Feedback sessions
Internal memos

Training courses
Voluntary activities

Communities

Social activities

Co-host of donation and charity

events
Sponsorship and donation
Sponsorship on academic

e Membership e Selection and certification development

A. ENVIRONMENTAL

We adhere faithfully to the environmental principles and stringently comply with relevant laws and regulations, including
Environmental Protection Law of the People’s Republic of China ({47 2E A R HFNBIIR T (R E)), Law of the People’s Republic
of China on Appraising Environment Impacts ({9 ZE A & £ A1 B 38 35 52 & 57 (& /%) ), Regulations on the Administration of
Environmental Protection of Construction Projects ({Z2:% 18 B IREEZRE B IE15M1)), Law of the People’s Republic of China on the
Prevention and Control of Environmental Pollution by Solid Wastes (€ 7P 2= A R 270 51 [ 52 B2 )5 3R 35 [57A 7% )) and Measures
of Guangdong Province on the Prevention and Control of Environmental Pollution by Solid Wastes (/&5 & [E 52 & )5 IR B[
B IEMHD).

A1. Emissions
The Reporting Companies are mainly engaged in the manufacturing and distribution of watches and timepieces. There is no
massive air pollutant, such as nitrogen oxide (NOx) and sulphur dioxide (S02), and greenhouse gases generated during the
operation. Major types of emissions generated as follows:

Type(s) of emissions Pollutant(s) Treatment(s)
Industrial sewage Polishing and cleaning sewage, CODcr, Treated in a self-built sewage treatment
BODs purification station in the plant with the use of

coagulating sedimentation and discharged into
sewage treatment plant after reaching standard
level.

Emitted upward after water bath and water-mist
dust removal devices.

Emitted upward after water mist disposal and
high-pressure electrostatic dust removal.

Stored separately and recycled regularly by
certified recycle operators.

Industrial exhaust Particles, oil and mist in workshop

Canteen cooking fumes Cooking fumes

Wasted mineral oils, wasted emulsion,
wasted towels, wasted light bulbs and
wasted ink cartridge

Solid wastes
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A2. Usage of Resources
Total Water Consumption and Intensity

Total water consumption (tonnes) Water consumption per yield (ton per unit)
68,524 0.0312
2018 JHILINENERNRRRRENERRRRIRRRORRRRAREONE 2018 JILINENERRERRRRRRRRRRRRRRRRRRRRRRINNY
64,234 0.0292

2017 JRRERLRRRRRRRRRRRRRRRRRRRANRRRNINHI 2017 QHITININNEIINEARTERRRANRRARRRRTRIND

Total Electricity Consumption and Intensity

Total electricity consumption (kWh) Electricity consumption per yield (kWh per unit)
3,800,585 1.7297
pLOEI L HHHHHHHHHT 2018 JHHINELEENARERRRRRRRERRRRRRRRRRRININE

3,867,093 1.7539
2017 JHITNRELRRERRRERRERRERRRRRRRRRRRRRRRRNNIN) 2017 JNINLERRERRRNRRNRRNRRRRERRARRRRRRNONY]

We aim to maximize the energy conservation for the manufacturing process by promoting efficient use of resources and adopting
green technologies. Variable frequency drive air-conditioners and reactive power compensation systems have been installed in
the factories which would help save electricity consumption.

Total Emission Of CO, and Emission Intensity

Total CO; emission (tonnes) CO; emission (kg)
2,546 1.1589
pUREI (LT EELEL LD pLREI LT LU
2,591 1.1751
2017 JINERLENERRERRRRNRRANRRRRNRARRNRANINI 2017 JINETEERRRERRERRRNRRNERRENRRRARRARANRANINI

We focus on improving our carbon reduction targets and proactively monitor and minimize environmental impact through an
array of energy saving and carbon reduction measures. Our main goal in environmental protection is to use energy and resources
more efficiently across operation. With the continuous tightening of environment regulations, both in scope and stringency,
we strive not just to comply with the obligations but also try to do more. To achieve this, we use environmental management
oversight measures to set and review our goals, as well as track our performance for persistent improvement.
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Total Packaging Materials and Per Unit Produced
Packaging materials mainly include watch boxes, handbags, paper boxes, foamed bags and electrostatic membranes, etc.

Total volume of used packaging materials (tonnes) Volume of used packaging materials (kg per unit)
533 0.2425
2018 2018
578 0.2623
2017 2017

By recycling and re-usage of different categories of wastes, we systematically reduce the wastes and resources consumption from
the sources, to achieve compound utilization of various resources.

We have established a safety production management committee and implemented Energy Management System ({85 & 12
51| 2 ), Identification and Evaluation Procedures on Safe Environmental Elements (% 2 318 3% [A 2 :# Rl ER 57 (& 77 #2)) and
Occupational Health and Safety/Daily Environmental Control and Supervision Procedures (% 3 (i 5 % & / 3R 45 B & B 4%
R H2)). We have complied List of Important Environmental Factors ({ZE £ 3R 35 K1 Z )5 2 )) and hold meetings to conduct
evaluation according to the List. Environmental and Occupational Health and Safety Objectives, Indicators and Management
Solution ((3R%% @ B EfEFE L 2 B IZHEIE 75 22)) has been launched in order to achieve the goals of energy-saving and
pollution reduction.

Pursuant to relevant environmental laws, we have formulated corresponding procedures and systems, including Procedures on
Hazardous Chemicals Control ({{tZ2/& k2 fh12 HIF2 7)), Procedures on Hazardous Wastes Management ({ f&f& B2 Z2 1) & 12
A2 ) and Standard for Classification of Waste ((EEZE#) 5 FAEAESR )). Activities for energy-saving, consumption reduction,
pollution reduction and efficiency enhancement are launched throughout the organization.

A3. The Environment and Natural Resources
Reporting Companies always place great emphasis on the sustainable development of environment and incorporate it in every
aspects of their business. Since 2009, the manufacturing facilities of Rossini in Zhuhai have obtained 1SO14001 Environmental
Management System certification, demonstrating the effectiveness and efficiency of its environmentally-friendly manufacturing
process. In addition to those stated otherwise in this Report, selected activities for mitigating impacts on the environment and
natural resources include, but not limited to:

e Using environmental-friendly materials and incorporating energy-saving concepts in the design and construction of the
facilities;

e Appropriately disposing of waste emissions and industrial waste in compliance with the relevant environmental laws and
regulations;

e Building dust-proof clean manufacturing facilities which meets standards as strict as those required by the food and catering
industry;

e Controlling and minimizing the density of smoke emitted by the dynamotors through Ringelman Smoke Chart;
e Monitoring and reducing volume of the noise generated the dynamotors; and

e Conducting environmental protection checks and reviewing the results for the entire facilities annually.
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Environmental friendliness and energy conversation will continue to be one of the Group’s sustainability principles throughout
the manufacturing process. We will continue to enhance the awareness of environmental friendliness and the efficient use of
resources by providing efficient trainings and education to our employees.

The headquarter in Hong Kong also implements management measures for eco-friendly offices, emphasizes the efficient use
of resources, saves energy and operation costs. The management measures implemented for eco-friendly offices are set out as
below:

Saving papers

We encourage employees to use duplex printing and use e-mail to communicate as far as possible. Recycled papers are used
for drafting and internal purposes. The used document envelopes and letter envelopes are used for internal delivery. Recycling
bins are placed at the public area in the offices to collect and separate waste papers for recycling, which are then collected by
management office of the building.

Since 2016, we have recommended the shareholders of the Company to receive corporate communications of the Company by
electronic means instead of printed copies, in a bid to reduce printed volume and lower paper consumption effectively. During the
year, the printed copies of corporate communication dispatched by the Company to the shareholders were (namely, interim report
and annual report) approximately 357kg (2017: 224kg), representing CO2e emission of approximately 1,715kg (2017: 1,076kg).

Conservation of electricity

Energy-saving electric appliances such as fluorescent lamps, T5 tubes or LED lamps are chosen for offices. Equipment such as
computers, printers and copiers are set to power-saving mode. After office hours or when workplaces are unused, all lightings
and air-conditioners are required to be switched off, and notices are posted in proper areas for reminding staff to turn off energy.
In summer, average room temperature of offices is maintained between 24°C to 25°C for reducing power consumption of air-
conditioners.

Green pantry

We do not provide disposable tableware and paper cups, while encouraging employees to bring their own lunch boxes, so as to
reduce Styrofoam lunch boxes and disposable tableware incurred from purchasing take-outs and offer a comfortable environment
for employees to have lunch.

Reusing materials and saving use of stationeries
To reduce waste materials, we encourage employees to reuse stationeries, store old toner cartridges of printers and arrange
suppliers to recycle toner cartridges on a regular basis.

Combined type office furniture

We use combined type office furniture for reducing use of custom-made office furniture, such that they can be reused even if
we relocate office. Administrative department checks our office furniture on a regular basis and first studies the possibilities of
renovating or repairing any defects discovered. We only dispose furniture that is impossible to renovate. Office furniture that is
kept in good condition can generally be used for over ten years.

Reduction of carbon emission
We encourage staff to take mass public transportation when they travel for work. Video conference is used more often to reduce
business trips and hence the carbon emission.
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B. SOCIAL
B1. Employment

We believe that a motivated and balanced workforce is crucial for developing a sustainable business model and delivering long-
term returns. As at 31 December 2018, the Reporting Companies have 3,574 (as at 31 December 2017: 3,735) fulltime employees
working in Mainland China. The Group has a diverse workforce in terms of gender and age, generating creative opinions and
different level of capabilities.

Gender Proportion Age Distribution

0.2%

22.5%

4.4% 28.2%

77.5% 39.2%
@ Male staff 804 ® 1829 1,007 @ 40-49 1,002
® remale staff 2,770 ® 3039 1,400 @® 5059 159

Over 60 6

Male staff 804 22.5% 782 20.9%
Female staff 2,770 77.5% 2,953 79.1%
Total 3,574 100% 3,735 100%

Aged 18-29 1,007 28.2% 961 25.7%
Aged 30-39 1,400 39.2% 1,542 41.3%
Aged 40-49 1,002 28.0% 1,069 28.6%
Aged 50-59 159 4.4% 156 4.2%
Aged 60 or above 6 0.2% 7 0.2%

Total 3,574 100% 3,735 100%
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Fair and equitable work environment

We are committed to complying with relevant standards and regulations to provide a fair and equitable work environment. Equal
opportunity is integrated in all aspects of employment and discrimination or harassment of any kind is not tolerated. We behave
with courtesy and respect towards everyone we encounter in the course of our business. All relevant parties are expected to apply
the same standards throughout all interactions with colleagues, contractors, suppliers, customers and any other stakeholders.
Derogatory actions based on racial or ethnic characteristics, unwelcome sexual advances and similar behavior are strictly
prohibited.

Work-life-balance philosophy
We value our employees and encourage them to grow with the Group.

We promote the work-life balance philosophy by encouraging our employees to participate in a wide variety of sport and
recreational activities.

Multi-purpose recreation centers and multi-purpose sports field have been built at both Zhuhai Rossini and EBOHR’s new facilities
that has been operated in 2017. Zhuhai Rossini has founded an orchestra and put in place various instruments. Recreational
associations have been established to organize and host regular recreational activities for employees at the expense of the
Group, such as parties, anniversary ceremonies, annual dinner gatherings and group travelling. Various recreational associations,
including 36 interest-oriented associations and art teams such as basketball, football, badminton, table tennis, billiards, cycling,
photography, Chinese chess, fishing, cooking, military band, dragon dance team, lion dance team and zither team, have been
set up, to offer platforms for staff to maintain good physical health and fitness and relieve pressure after work. The periodic art
performances, sport competitions and other recreational activities arranged by those associations have certainly improved the
communication among employees, strengthened their cohesiveness, and enhanced team spirit and work motivation. To extend
the care to employees’ families, the Group has also organized activities which employees’ families are welcome to join.
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Employee benefits and welfares

The compensation package for all our employees are designed to reward them for their work and contribution to our success.
Compensation packages include various fringe benefits, depending on the particular situation of the individual subsidiary, such
as medical insurance, travels, lunch allowance, free body check-ups, maternity leave, marriage leave, bereavement leave and
other subsidies. EBOHR offers its employees free shuttle bus service and transportation and house allowances after it has been
relocated to its new facilities.

“Helping Each Other” has been the corporate culture emphasized by the Group. In order to further promote the culture among
the employees. Rossini has set up an emergency fund which aims at helping the employee in need of help. At the end of 2018,
the accumulative amount of the emergency fund amounted to approximately RMB3.6 million. Committee members who manage
the emergency fund ensure that the emergency fund is managed with fairness and high transparency. The emergency fund targets
not only the employee but also their families as well.
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B2. Health and Safety
We are committed to ensure the health and safety of our staff by, among other things, providing and maintaining healthy and
safe workplaces to them, especially in our manufacturing facilities. Strict management systems and policies have been in place
to maintain an environment qualified under occupational health and safety standards. The systems and policies are reviewed on
an ongoing basis to ensure that standards are maintained under a diverse variety of circumstances. In general, our objective is
to establish a sense of vigilance on safety, to continuously identify hazards, to assess risks, and to implement necessary control
measures.

Zhuhai Rossini is certified to the Occupational Health and Safety Management System (OHSAS) 18001 standard. Various
measures have been implemented including conducting periodical occupational health and safety assessments, providing free
body check-ups to employees annually and upon employment, setting up alarming devices and CCTV systems to monitor and
minimize the hazardous elements in office and manufacturing plants, as well as engaging third parties to conduct inspections and
reviews on the occupational health and safety system on a regular basis.

In respect of fire prevention, Rossini has established a dedicated safety committee to handle the related matters. The safety
committee efficiently conducts periodic inspections of potential hazards in safety production and monitors deployment through
regular routine inspections. In 2018, Rossini's voluntary fire brigade carried out fire service trainings and drills in compliance
with the fire drill requirements set out in the domestic fire emergency response plan. In addition, fire safety facilities have been
optimized through the establishment of micro-fire stations and the purchase of mini fire vans.

In 2018, there was no work-related fatality occurred, and the number of lost days due to work injury was nil (2017: 0).

The factory premises have been covered with trees and green plants to build a pleasant and clean green working environment for
the employees.
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B3. Development and Training

We regard employees’ personal developments and well-being as of the highest importance. As such, we aim at creating a quality
community and an environment that motivate our employees, in order to enhance staff development and staff retention.

We strive to motivate our employees with a clear career path, which provides them with opportunities for advancement and
upgrading their professional knowledge, qualifications and skills. In this regard, we provide a wide range of tailor-made training
programs to enhance their professionalism. We identify and determine what skill sets are crucial to achieving our business goals
and maintaining sustainability and then designate individual staff to the appropriate training programs. These programs play a
strategic role and will be sustainably executed to generate superior, competent and professional human resources in line with the
current requirements and business development.

Training programs conducted internally or through external organisations are addressed to all levels and types of job positions
without differentiating the employees’ background, race, gender, religion, age or class. The Reporting Companies organized
different training courses with different curriculums in during the year, the scope of which ranged from professional and technical
training to individual skill development. The training types included lectures and workshops hosted by in-house trainers, and
seminars delivered by outside experts.

The highlights of employee training are as follows:

e New employees are provided with corporate orientation and induction programs upon appointment to help them adjust to
the new working environment and familiarize them with their job duties, as well as the business, operations and corporate
culture of the Group as soon as possible;

e Trainings on corporate culture and ethical training are provided for the existing employees;
e Sales staff is provided with intensive training programs on customer services and product knowledge; :

e Watch craftsmen and technicians participate in on-going, structured and formalized technical trainings to ensure excellence
in the product innovation and quality, which include sending watch craftsmen and technicians of our Chinese brands to
Switzerland to learn the most exquisite craftsmanship and cutting-edge technologies and designs; and

e Management personnel are invited to attend management courses to update and refresh their business management
expertise and the most updated developments and trends regarding the market and industry the individual company
operates in; intensive leadership development programs and rotational assignment program motivate and help middle-level
managers transit into new or more advanced leadership roles.
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In May 2018, the Group organized a financial training and seminar at the Rossini Watch Culture and Industrial Park in Zhuhai,
with an aim to enhance the overall financial management level and improve the quality of reporting of the Group. A number
of directors, independent non-executive directors, senior management and auditors of the Company were invited to attend
the financial training and seminar to give guidance and participate in sharing. There were a total of more than 40 participants,
including related directors of the group companies and financial staff of each of the subsidiaries. The following areas were
covered in the seminar:

Accounting and financial knowledge

— Informed the subsidiaries of the Group the specifications of the financial statements required by the Group and illustrated
the importance of financial functions.

—  Explained in details of the disclosures and accounting treatments of the new HKFRS 9 Financial Instruments, HKFRS 15
Revenue from Contracts with Customers and HKFRS 16 Leases.

Corporate governance of Hong Kong listed companies

Explained in details the requirement of Corporate Governance Code for Hong Kong listed companies and conducted case sharing
of the enforcement actions taken by related regulatory authorities.

Legal knowledge
Knowledge relating to the Contract Law and its practical application.

In 2018, the number of training hours was 6,371 hours and number of staff who attended trainings was up to 8,721 (2017:
number of training hours was 6,651 hours and number of staff who attended trainings was 9,299).

Number of Employees Trained by Different Employee Categories:

Number of Employees Trained

2018 2017
Number of staff % Number of staff %
Executive management 1,187 13.6% 1,537 16.5%
Professional technician 1,616 18.5% 1,720 18.5%
Production workers 2,749 31.5% 2,716 29.2%
Sale personnel 3,169 36.4% 3,326 35.8%

We also encourage our staff on self-enhancement. Employees are provided with examination leave and benefits if they join
relevant courses and trainings approved by the Group. The Group continuously arranges and offers intensive trainings to equip its
staff with the qualifications and skills and to encourage them to work as a cohesive team in order to provide consistently high-
quality products and services.
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B4.

B5.

B6.

Labour Standards
The Reporting Companies strictly comply with the Labour Law of the People’s Republic of China (7 2= A X H F1 [ 25
y%) and formulate control procedures on labour employment, which prohibits child and forced labour.

Supply Chain Management

We have established Safety Program on Suppliers and Supply Chain Management ({ £ fE R {f FE$E S I Z 27230 )), to make
sure of suppliers’ safety status during the selection of suppliers through on-site investigation and suppliers safety questionnaire.
During the engagement, we request suppliers to enter into the Agreement on Supply Chain Safety ( {f F& & 22 & 1 /£ ))
and Statement of Safety Agreement ({% % 1% 7E 22 BH) ). Safety assessment on suppliers will be conducted annually after
engagement.

Number of Suppliers by Regions

Region 2018 2017

Number Number
Guangdong 89 97
Shanghai - -
Hong Kong - 4
Japan 2 4
Switzerland 1 1
Others 8 5

Product Responsibility

We established Market Management Department, responsible for product sales and service and, Corporate Planning Department,
responsible for advertising and brand promotion. There are no quality issues with sold or delivered products which would lead to
personal injuries and product recall due to safety and health issues. After-Sales Service Department is responsible for provision of
after-sales service and follow-up of defective products to customers.

Control Processes and Indicators of Quality Safety and Public Hygiene

Corresponding Internal control Methodology(ies)  Control process(es)
Type Affected item(s) risk(s) indicator(s) of evaluation and methodology(ies)
Safety hit by objects, casualties, loss no casualty, no safety assessment 1. managed by
production hurt by machinery,  of propertiesand  occurrence of fire, o and regular check occupational
electric shock, fire social instability casualty caused by health and safety
and poisoning, etc. electric shock and no mechanism;
occurrence of food 2. Implementation of
poisoning safety assessment.
Quality safety Hazardous health impacts personal injury regular monitoring  control on product
substances and caused by product quality and supplier
radioactive quality management
elements
Public hygiene  dust and noise, etc. ~ Occupational rate of occupational  regular monitoring  managed by
diseases illness and rate of occupational health and

body-checked safety mechanism
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The Company implemented quality and safety policies and regulations, highlighting the belief of “quality being the life of
an enterprise”. In addition, it established and optimized the system to assume primary responsibility for quality and safety,
developed monitoring system for material quality incident reporting and product damages, published annual quality credit report
on the Company’s official website for consumers’ reference and supervision, developed a well-designed risk management system
to manage product quality and safety risk and implemented whole process tracing of product quality through the identification
system of “one code for each watch” embedded in watches.

We fulfilled our commitments made in “Three Guarantees Policy”, which covers the provisions of 1) return services for all
goods sold, 2) goods exchange services, and 3) maintenance services, to protect consumers’ interests. We offered 7 days
return for no reason to our e-commerce customers, with 103 authorized after-sales service outlets set up nationwide which
provide consumers across the country with premium after-sales services; we established a factory-style garage and aligned the
maintenance standards to that of factories, with an aim to lay a solid foundation for professionalization, scalable operation and
technicalization, while providing quality after-sales maintenance and repair services. We also innovated our after-sales service
model to further improve customer satisfaction metrics. In 2018, we were granted the highest ranking of “Customer Satisfaction
3A Benchmarking Enterprise( /3 /= i = 3A A 12+ 12 % )" (seven domestic enterprises) by China Association for Quality and
National User Council( ZEIFAF Z B &).

Anti-corruption

The management takes initiatives to set an example of establishing a value of “Harmonious Development”, actively promotes the
principles of “Integrity Orientation” and “Corporate Prosperity with Integrity” and is committed in performing business ethics.
Based on our robust credibility mechanism as well as concrete segregation between responsibilities and supervision, we develop
win-win cooperations with our key suppliers by strengthening existing trust and integrity, building credit assessment mechanism
and establishing credit record.

The management requires our staff that all should take high concerns on honouring the spirit of contracts, trustworthiness,
morality and rules based on the corporate principle of honesty and trustworthiness, and has formulated relevant requirements to
restrain staff's behaviours:

e  Formulating a series of management systems, such as staff guidelines, to standardize all staff's moral behaviours based on
our corporate missions, prospects and values.

e Audit is conducted by external auditor annually with supervision in key aspects, such as marketing, procurement, undergoing
projects and finance under the oversight of the finance department. Various types of contracts are reviewed to ensure that
we run the business in compliance with law.

e  Establishing stringent financial management system and marketing staff management system to select business partners on
openness and arm’s length basis by open bidding, centralized purchases and qualification certification.

e New staff will have intensive training on business ethics and education on corporate culture and business ethics are included
in the induction trainings for all new staff.

e By internal/external audit, staff monitoring and whistle-blowing, supervisions by security guards and society, information is
collected and issues are addressed in a timely manner.
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B8. Community Investments

The Group has been actively engaged in various types of social charity activities, academic sponsorship, civil education and
cultural advocation, as well as promoting social advancement and development.

Social
Development

Pron.10t|<.)r.1 el Promotion of Charllty Ead Teaching
Scientific watch culture Caring for Assistance
Education Hardships

Community
Investments

Social Responsibility

In 2018, Rossini received “The Most Socially Responsible Enterprise in Guangdong Province 2018 (2018 FE R A & At &
& £ R 1> 2£)" jointly granted by Guangdong Provincial Enterprise Confederation and Guangdong Provincial Association of
Entrepreneurs, in recognition of Rossini’s efforts of promoting economic development as well as its contributions towards the
society in Guangdong Province.

BT REFARRLBMLE
20184

FRERRRASTER

ERME FREENER

Charity and Caring for Hardships

“An 18-year Promise” (— & + /\ )

“An 18-year Promise” is a long-term philanthropic program of EBOHR held in cooperation with the China Women's Development
Foundation of the All-China Women’s Federation, under which EBOHR is committed in financing the maintenance cost of
children who became orphans after the Wenchuan earthquake until they are 18 years old. The program has continued for the
ninth successive year since the Wenchuan earthquake happened in 2008 and has provided financial assistance to approximately
160 children. Further, EBOHR has provided continuous financial assistance to those who were admitted to university till their
graduation. In addition to making donations, volunteers from EBOHR visit the children in Sichuan with lots of materials every year.
They have made visits to Sichuan for 12 times for consecutive 10 years as of 2018. Up to the end of 2018, EBOHR had contributed
donations of approximately RMB2.2 million under the “An 18-year Promise” program.
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We encourage our staff to make personal donations to people suffering from the natural disasters of the Wenchuan earthquake,
the Ya'an earthquake and the Southwestern drought or participate in volunteering activities in any way that would help those
afflicted by disaster through the difficult times. We are glad to hear our staff sharing their feelings that they can realise their true
value as a member of society and build a deeper relationship with society through the charity activities and volunteer programs
in which they participate.

Teaching Assistance

e "Zhuhai Rossini Hope Primary School” was built in 1997. “2014-2018 5-year Plan of Teaching Assistance for Zhuhai Rossini
Hope Primary School” was established in 2013 with RMB500,000 of donation used for improvement in school facilities,
student scholarships and trainings for teachers.

e Shiyan Primary School was jointly established with the Government in 1995 and was ranked as the first level of privately-
owned school in Guangdong Province in 2003.

r .
ROSSING | i i



9 O Citychamp Watch & Jewellery Group Limited

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Community donations

e In 2018, Rossini launched an employee donation campaign which resulted in more than 1,000 kilograms of clothing
donated, and received a plague donated by the “one piece of paper for each of the clothing donated charitable campaign
(—IR4K—1F X EL:1TE))" as jointly advocated and organized by the Central Propaganda Department, the Ministry of
Civil Affairs, the Central Committee of the Communist Youth League and the China Charity Federation.

Promotion of Scientific Education
e We have launched watch repair courses jointly with Zhuhai Technician College.

e We have launched industry university research collaboration projects with Zhuhai College of Beijing Institute of Technology,
Zhuhai College of Beijing Normal University, Zhuhai College of Jilin University and Guangdong Polytechnic of Science and
Technology.

e We have been named as “National Science Education Base” by China Association for Science and Technology.

Promotion of Watch Culture

Rossini has built a watch museum and developed watch industrial and cultural tourism on an industrial site of 11,280.60m?,
with approximately 1,600 exhibits in the museum. The watch museum has been approved by the China National Tourism
Administration as a AAAA National Tourist Attraction and named as the Outstanding Contribution Organisation for Preservation
of Cultural Heritage in Guangdong Province. In addition, the watch cultural museum located at the new EBOHR facilities has been
opened to the public in 2018.
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TO THE MEMBERS OF CITYCHAMP WATCH & JEWELLERY GROUP LIMITED
(incorporated in Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Citychamp Watch & Jewellery
Group Limited (the "Company”) and its subsidiaries (together “the Group”) set out
on pages 186 to 353, which comprise the consolidated statement of financial position
as at 31 December 2018, and the consolidated statement of comprehensive income,
the consolidated statement of changes in equity and the consolidated statement of
cash flows for the year then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

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

BASIS FOR OPINION

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

KEY AUDIT MATTERS

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

Refer to notes 33 and 32 to the consolidated financial statements and the
significant accounting policies in notes 4.6 and 4.12 to the consolidated
financial statements

As at 31 December 2018, the Group had goodwill and intangible assets with carrying
amounts of HK$1,071,552,000 and HK$53,310,000 respectively arising from the
acquisitions of bank, financial and watch businesses.

Management will perform impairment assessment on the amount of goodwill and
intangible assets with indefinite useful lives annually, and will perform impairment
assessment when there is an indication that an intangible asset with definite useful lives
may be impaired. For the purpose of assessing impairment, management assessed the
recoverable amount of these assets based on higher of its fair value less costs of disposal
and value-in-use. These assets were allocated to cash generating units (“CGU"), and the
recoverable amount of each CGU was determined by management based on either value-
in-use calculations using cash flow projections or fair value less cost of disposal.

The impairment test involves significant judgements and assumptions by the
management underly the value-in-use calculation and the determination of fair value less
cost of disposal.

Management concluded that, based on the impairment assessment, no impairment
losses would be recognised for the year.

How the matter was addressed in our audit
Our procedures on the management's impairment assessment on goodwill and intangible
assets included:

(i) Assessing the reasonableness of market data, discount rates and growth rates
applied in determining the recoverable amount;

(i)  Reviewing the reasonableness of other key assumption based on our knowledge of
the business and industry; and

(iii) Checking input data to supporting evidence, such as approved budgets and
considering the reasonableness of these budgets.

Revenue recognition relating to sales of goods

Refer to note 7 to the consolidated financial statements and the significant
accounting policies in note 4.19 to the consolidated financial statements

A substantial portion of the Group's revenue was derived from sales of watches and
timepieces.

For sales of watches and timepieces, the amount of revenue recognised during the year
is dependent on a point in time the control of the goods transfers from the Group to the
customers.

We identified the recognition of revenue relating to sales of goods as key audit matter
because revenue is one of the key performance indicators of the Group and there is a
significant inherent risk over the recognition of revenue by the management to meet
specific targets or expectations.
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How the matter was addressed in our audit
Our procedures on the revenue recognition relating to sales of goods included:

(i) Assessing, on a sample basis, whether sales transactions recorded during the
financial year had been recognised properly by inspecting the transactions selected
with relevant underlying documentations;

(i) assessing, on a sample basis, whether sales transactions before and after the
financial year end had been recognised in the appropriate period by comparing the
transactions selected with relevant underlying documentations; and

(iii)  reviewing if there are any significant adjustments to revenue during the reporting
period, understanding the reasons for such adjustments and comparing the details
of the adjustments with relevant underlying documentations.

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.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

In preparing the consolidated financial statements, the directors of the Company are
responsible for assessing the Group's ability to continue as a going concern, disclosing,
as applicable, matters related to going concern and using the going concern basis
of accounting unless the directors 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 the
regard.
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AUDITOR'’S RESPONSIBILITY 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.

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

e 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.

e 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.

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

e 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.

e 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.

e obtain sufficient appropriate audit evidence regarding the financial information of
the entities or business activities within the Group to express an opinion on the
consolidated financial statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely responsible for our audit
opinion.
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We communicate with the Audit Committee regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

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

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

BDO Limited
Certified Public Accountants

Lui Chi Kin
Practising Certificate Number P06162
Hong Kong, 29 March 2019
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
mEEEWAR

For the year ended 31 December 2018 BZ=ZE—-NF+-A=+—-HLFE

Citychamp Watch & Jewellery Group Limited T3 iEX AT £ B AR Q7

Notes

k=3

2018
—B-N\F

HK$'000
FERT

Interest income from banking business RITHER 2 FEHRA 221,648 120,604
Interest expenses from banking business RITEB 2N ERAXZ (40,817) (25,612)
Net interest income from banking business RITEB 2R E WA FEHE 7a 180,831 94,992
Service fees and commission income from RITER 2 RBE KA KA
banking business 325,614 307,041
Service fees and commission expenses from RITEBRBERAEAX
banking business (89,253) (94,425)
Net service fees and commission income RITEBZRBERFAS WA
from banking business FE 7b 236,361 212,616
Trading income from banking business RITEB 2R HIMA 7c 63,172 65,227
Service fees and commission income from PREB R E RASKA
financial business 7d 3,342 9,307
Interest income from financial business SRR 2 FEHRA 7d 193 128
Sales of goods from non-banking and financial FRITREMEB  ERHEE
businesses WA 7e 2,444,364 2,583,495
Rental income from non-banking and financial FERITREMEBK 2B WA
businesses 7e 9,586 16,936
Total revenue A 2,937,849 2,982,701
Cost of sales from non-banking and financial FERITRBBER 2 HEKAR
businesses (1,022,568) (1,226,494)
Other income and other net gains or losses A K2 B Y e Sk BT R ER 8 79,486 1,300,392
Selling and distribution expenses HEMDHER (849,551) (800,923)
Administrative expenses THRER (737,985) (774,011)
Share of loss of joint ventures BEEETEEE 27 (2,678) (1,159)
Share of profit of associates FEAL B N RDE 28 8,387 20,711
Finance costs from non-banking business JERITER 2 B T5E A 9 (65,828) (68,453)
Profit before income tax BR P 15 Bt A2 A 10 347,112 1,432,764
Income tax expense Frsfif X 11 (105,664) (221,566)
Profit for the year A FEEF 241,448 1,211,198
Other comprehensive income Hig 2 E KA
Items that will not be subsequently reclassified to TERBRBREH AR @A
profit or loss BB 2IERB
— Remeasurement of net defined benefit obligations —EFFTEEREEMNETFER 15.2 33,025 15,186
— Change in fair value of financial assets at —BAFEFARGEZEBAZ
fair value through other comprehensive income TREERATEES 20 (123,352) -
— Revaluation gain upon transfer of owner occupied - HER T REFEREERE
land and buildings to investment properties YR 2 B 57,128 -
— Deferred tax arising from transfer of owner occupied  — ¥ BE Rt NIEFERES
land and buildings to investment properties WEYEEE ZBELERIE (22,212) -
(55,411) 15,186
ltems that may be subsequently reclassified to AlgE RN B EN DR E Ik
profit or loss EE 2B
— Exchange differences on translation to —HMERIEE IERER
presentation currency (162,086) 233,906

— A HEH B A B R SME
RHEEa M EE 12 = (2,809)
—JE(REtE N RIEN =5

— Release of exchange reserve to profit or loss
upon disposal of subsidiaries
— Share of exchange differences on translation

of associates 28 (117) 96
— Changes in fair value of available-for-sale financial -t EeREELTE
assets B 24 - (5,041)
(162,203) 226,152
Other comprehensive income for the year AEEFEHMEZEKA (217,614) 241,338
Total comprehensive income for the year AFEEE2HEBAERE 23,834 1,452,536
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Profit for the year attributable to: BUTATRBEERFERF :
Owners of the Company PAN/NSIEZ SN 201,372 1,170,484
Non-controlling interests FEEAR A 40,076 40,714
241,448 1,211,198
Total comprehensive income for the year UTATEERFEEZEBA
attributable to: B
Owners of the Company ZAN/NSIEZZSN (9,083) 1,395,850
Non-controlling interests FEVEAR A 32,917 56,686
23,834 1,452,536
Earnings per share attributable to owners AAREBABEESREF
of the Company 14
— Basic — 2R HK4.63 cents Al HK26.91 cents 7 Ll
— Diluted — 88 HK4.63 cents ALl HK26.87 cents & Ll
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
RE WA R

As at 31 December 2018 R=ZE—N\FE+=A=+—-H

2018 2017
—E-NFE —ZT—tF
HK$'000 HK$'000
FExT T

Assets EE
Cash and deposits Re MFR 17 7,701,743 7,420,678
Due from clients FEU = P 5RIE 18 1,575,438 1,011,516
Due from banks FE YR 1T FRIE 18 3,387,836 5,921,878
Trading portfolio investments RHGBEEEE 19 123,606 641,031

Financial assets at fair value through other RAFEFAHEMEEKAZ

comprehensive income TEEE 20 627,200 -
Derivative financial assets MESBEE 21 7,694 4,680
Trade receivables JRE U5 BR X 22 571,424 506,287
Other financial assets at amortised cost WEHEA AT R EMSREE 23 1,034,773 -
Available-for-sale financial assets AftHEEmEE 24 - 488,368
Held-to-maturity investments FEREERE 25 = 1,138,704
Inventories BE 26 2,314,545 2,027,191
Income tax recoverable AT YL Fr SR 13,269 10,133
Interests in joint ventures Frih& &b ¥En 27 2,439 5,117
Interests in associates PGB & A m) 28 102,919 99,648
Property, plant and equipment ME - BB MR 29 1,036,736 1,027,303
Investment properties EYE 30 179,133 125,384
Prepaid land lease payments TS T E I 31 47,605 51,083
Intangible assets mEAE 32 53,310 13,136
Gooduwill BES 33 1,071,552 906,036
Deferred tax assets RIEFHIBEEE 42 9,437 6,900
Other assets Hin & E 34 397,570 450,598
Total assets mEE 20,258,229 21,855,671

Liabilities afE
Due to banks FEATER1TFRIE 4,181 3,042
Due to clients eI P 5RIE 35 12,504,591 14,270,089
Derivative financial liabilities TTHEEBARE 21 20,866 35,656
Trade payables FEAST BR 3R 36 324,106 305,798
Contract liabilities AEHEE 37 30,918 -
Corporate bonds YNSEEE 38 760,244 732,978
Income tax payables FET PSR 73,867 101,985
Borrowings 0= 39 1,047,189 583,269
Provisions B 40 476 721
Subordinated debt IXBIETE a4 - 95,674
Deferred tax liabilities EEHIEAE 42 60,369 8,188
Due to a shareholder B — 2R 2B 50 73,000 -
Other liabilities HitwBE 43 548,931 570,145
Total liabilities wEeE 15,448,738 16,707,545
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2018 2017
—E-N\F ZET—tF
HK$'000 HK$'000
FExT FATT
Equity &
Equity attributable to owners ARAGEEAEMLES
of the Company

Share capital &% A 44 435,189 435,032
Reserves & 46 4,004,602 4,369,849
4,439,791 4,804,881
Non-controlling interests FEFE R HE = 369,700 343,245
Total equity R 4,809,491 5,148,126
Total liabilities and equity EEREREE 20,258,229 21,855,671

The consolidated financial statements on pages 186 to 353 were approved and
authorised for issue by the board of directors on 29 March 2019 and are signed on its
behalf by:

Hon Kwok Lung
RERE
Director

Ex

F186EIVALBARBARA —F—NF= 7
—HABEEERIEREETE WAL TE
ERREE

Shang Jianguang
k%
Director

EF
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Citychamp Watch & Jewellery Group Limited

BREZREEEARA

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

N—F

f“‘(ﬁ%gwg%

For the year ended 31 December 2018 #ZZ=

Share
capital

g
HKS'000

(note 44)
(Pt a4)

Share
premium
account*

)

HEE

HKS$'000
Ti

(note 46)
(Hrit46)

HKS'000
TEL
(note 46)

—NF+ZA=1+-RLFE

Equity attributable to owners of the Company
Eff
Investment
revaluation
reserve*

Other ~arisingon
reseve”  consolidation*

Exchange
reserve*

Statutory
reserve*

£t
HKS'000
AT
(note 46) (note 46)
(i (FizE46)

HKS'000

(note 46)

Retained
profits*

Total

HKS'000

Non-
controlling
interests

HKS$'000

HK$ 000

Balance at 1 January 2017 T-tF-A-R2K8 434,68 113,149 1,601 2,69 (15,300) 60,148 (24781 1051 2419923 3,632,881 219809 3,852,690
Transactions with owners BEAAR E
Proceeds from shares issued under REDRROEH RS

share option scheme i 350 188 - - - - - - - 1138 - 1138
Exercise of share options ! - 531 (531) - - - - - - -
Disposal of subsidiaries =HBAR 7 - - - - - - - - - - 0,145 0145
Partial deemed disposal of interest in subsidiaries A

without loss of control =h - - - (2,935 - - - - - (2,939) 3183 30,808
Acquisition of non-controlling interests R - - - (4537) - - - - - (4537) (11,556) (16,093)
2016 special dividend (note 13.1) - (3,866) - - - - - - (213,650) (217516) - 217516)
Dividends paid to non-controlling interests - - - - - - - (17,630) (17,630)
Capital injection from non-controlling interests - - - - - - - - - - 40,088 40,088
Total transactions with owners HREBEARZHAE 350 (2.547) (531) (1472) - - - - (213,650) (223,850) 66,750 (157,100)
Comprehensive income 2EUA
Profit for the year REERET - - - - - - - - 1170484 1170484 40,4 1211198
Other comprehensive income
Remeasurement of defined benefit obligations - - - - - - - - 16,162 16,162 (976) 15,186
Exchange differences on translation

to presentation currency - - . N - - 216,965 N N 216,965 16,941 233906
Release of exchange reserve to profit

or loss upon disposal of subsidiaries - - - - - - (2.809) - - (2,809 - (2809
Share of exchange differences on translation of associates FE {E%: & - - - - - - % - - % - %
Change in fair value of available-for-sale financial assets "1t & £ 7 § F VA - - - - - - - (5,048) - (5,048) 1 (5,041)
Total comprehensive income for the year EEERARAAR - - - - - - 2425 (5048) 1186646 1395850 5668 145253
Appropriation to statutory reserve BRZEEEE - - - - - 31,045 - - (31,049) - - -
Release of statutory reserve upon disposal of subsidiaries £ M B A AR ER BlE - - - - - (113) - - 115 - - -
Balance at 31 December 2017 RZS-tE+-B=+-Az&H 435,032 202 1,070 15220 (15,300) 91,078 (32,935 117,505 3,421,989 4,804,881 343,245 5148126
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Equity attributable to owners of the Company
KATRAARIERR

Far value Revaluation

through other resenve for
Share Share Goodwil Investment  comprehensive property, Non-
premium option Other arising on Statutory Eichange revaluation income plant and Retained controling
accountt reservet reservet  consolidation* reservet Teservet reserve* reserve!*  equipment profts* Total interests

BAVE

ARk 9% ER

Rt RERHE #okA REE( 2E4A RRE
& EER B RMEE  EEZER MREE HERE: ik BEY EfRE REER" gt FaRER EEEE
HKS'000 HK§'000 HKS 000 HKS 000 HKS'000 KS000 HKS000 HKS'000 HKS'000 HKS'000 HK§'000 HKS 000 HKS 000 HKS'000
Tin TEn TEn Thn TR TR TER TER TEn Tin TEn TEn TEn TR

(note 44) (note 46) (note 46) (note 46) (note 46) (note 46) (note 46) (note 46) (note 46) (note 46)

(Wita) (Kites) (Kites) (Kitee) (Kitee) (Kitte) (Kite) (Kitt) (Kitds) (Hites)

Balance at 31 December 2017 R R
and 1 January 2018 1 350 mm 1070 15,20 (15300) 91,078 (3293) 11515 - - 3401989 4804881 335 5,148,126
mpact on ntel aplicaton of HKFRS 9

(note ) - - - - - - - (117525) 25053 - (141,491 (8480) (158) (9:38)
At January 2018, asrstated RZE-) 3503 ma 1070 15,20 (15,300 9,078 (32.99) - 25053 - 3280498 4796401 w8 5,138,888
Transactions with owners
Proceeds fom haresisued under sare

apton scheme 19 35 - - - - - - - - - 511 - 511
rercise ofshare ptions - 3 (39 - - - - - - - - - - -
Lapse ofshae option - - 831 - - - - - - - 1 - - -
Arsing rom acquistion of subsdiares

(note51.1) - - - - - - - - - - - - 13913 13913
Farly redempton o cnvertble bonds = = = 808 = = = = = = = 808 = 808
Deemed acquiston of nterestin

subsidaries note 520 - - - (87.200) - - - - - - - (87.20) (68,875) (156,077)
Acquiston of non<ontroling nteests

(note 526) - - - (331) - - - - - - - (331) (2205) (2756)
2017 firal didend (note 13) - (89,767) - - - - - - - - (171,346) (261,113) - (261,113)
Dividends pid o non-controling interests - - - - - - - - - - - - (56,536) (56,536)
Netinvestment by non-contrling interests 72 a3 - - - - - - - - - - - - (2041) (204)
Totaltransactions with owners EREARAHE 157 (89,174) (1,00) (86.925) - - - - - - (170,515) (3475 (5,104) (35331)
Comprehensive income 2E4A
Poftforthe ear FERER = - - - - - - - - - 0130 130 40,076 U148

Othercomprehensive income Ah2EHA

Remeastrementofdefnd benefit
tbigaions

Change infair value offnancal assets at
frvaluethrough thercomprehense
income - - - - - - - - (12335) - - (123352) - (13.350)

Revaluation gain upon transferof owner
accupied and and buldings to Vi
investment propertie - - - - - - - - - 51128 - 51128 = 18

Deferd tan arsingfrom transferof
owner occuped and and buldingsto

= = = = = = = = = = 318 318 1141 305

investments roperties - - - - - - - - - ) - o) - @)
xchange difrences on ranlaton o FEE B 2R

presentaion cuency - - - - - - (193,180 - - - - (153,180) (8,906) (162,086)
Share of exchange dferences on 4

translation of assocates - - - - - - (1) - - - - (1) - (1)
Tota comprehensiveincome KEE2ENAEE

forthe year - - - - - - (13.297) - (1335) 34916 BL650 9,083) R B
Appropriaton tostatutory reserve - - - - - 12184 - - - - (12,184 - - -
Balance at 31 December 2018 HZB-NEtZAZt-A2

&8 435189 682,028 - (71,105) (15,300) 103,262 (186,232) - 17,184 34916 330449 4439791 369,700 4809491
* These reserve accounts comprise the consolidated reserves of HK$4,004,602,000 (2017: * REREERREGAVBERIRRANZEEHE
HK$4,369,849,000) in the consolidated statement of financial position. 4,004,602,000 78 7T (== — 4+ F : 4,369,849,000 /5
JT) °

#  The entire balance of fair value through other comprehensive income reserve belongs to non- ~ # BATEFAREMEERARE 2 2HE808
recycling portion. SEREEER o
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CONSOLIDATED STATEMENT OF CASH FLOWS
mEHEERER
For the year ended 31 December 2018 BZ-Z—\F+-A=1+—HILFE

2018 2017
—E-N\f -—T— L%
Notes HK$'000 HK$'000
B 5 TH T T T
Cash flows from operating activities RETHEEZRERE
Profit before income tax xBTS B R & A 347,112 1,432,764
Adjustments for: IR
Depreciation and amortisation e i 10 128,913 122,797
Provision and impairment losses BB LBAEEE 21,729 198,933
Net deficit/(surplus) on revaluation of investment WEYESFH LM
properties (Rh) F58 30 4,066 (17,605)
Share of profit of associates iy e 28 (8,387) (20,711)
Share of loss of joint ventures EiEEEhEEE 2,678 1,159
Interest income from non-banking business FERITEF 2 F B WA 8 (5,648) (9,723)
Finance costs B 75 & A 9 65,828 68,453
Loss/(gain) on disposal of property, plant and HEME  BEREHEHZ
equipment BB () 8 1,589 (1,711)
Fair value loss on early redemption of convertible REELRB®ERES 2
bonds N EEE 8 978 -
Gain on disposal of a subsidiaries HEMB AR ZWEH 12 = (1,382,042)
Dividend income % B U A (12,413) (4,842)
Operating profit before working capital changes LEESEEH 2 LEEN 546,445 387,472
(Decrease)/increase in due to clients FERtZ P FIE G ) /1N (1,692,930) 3,294,092
Increase in due from clients JE UK = P R IR S N (585,396) (346,798)
Increase/(decrease) in due to banks JEER 7T IEIE hn, CRl4) 1,165 (122)
Decrease/(increase) in due from banks FEUR SR 1T FR B A (180 ) 2,519,173 (344,243)
Increase in trade receivables 78 UK BR FR 12 0 (35,718) (35,523)
Decrease in inventories FERD 25,031 10,592
Decrease/(increase) in other assets Hup & (3m) 44,088 (211,580)
Increase in derivative financial assets PTHESREEL N (3,134) (2,199)
(Decrease)/increase in derivative financial liabilities TEEBMAaBECRY) g (14,680) 33,606
Increase/(decrease) in trade payables FEATBRFIE A0, Ot 2) 21,334 (39,539)
Increase in contract liabilities A aEEM 32,335 -
Decrease/(increase) in trading portfolio investments T HHEEAEER D, (1Eh) 102,370 (443,429)
(Decrease)/increase in other liabilities HiadOnd) /#m (41,566) 50,025
Cash generated from operations REEBEEZRS 918,517 2,352,354
Income tax paid B TSR (131,585) (87,327)
Net cash generated from operating activities REEBELEZH2FE 786,932 2,265,027
Cash flows from investing activities RETHEEZRERE
Proceeds from disposal of property, plant and equipment &2  BE K R &S FE - 12,177
Net cash inflow from disposal of subsidiaries HEMRBRRRESMAFRE 12 - 1,560,381
Dividends received 2R B 12,413 24,842
Increase in held-to-maturity Investments BRI ERR AN = (773,608)
Decrease in other financial assets at amortised cost WEIEA AT Rz B B
BERD 274,866 -
Purchase of property, plant and equipment BEME  BEREH 29 (113,030) (202,252)
Capital injection for joint ventures meEhETE 27 - (6,276)
Interest received from non-banking business IERITES 2 B WFH & 5,648 9,723
Decrease in short-term investments ERIRE R - 112,969
Net cash (outflow)/inflow from acquisition of subsidiaries U EEHI B A RIIR & GRE) RA
HEE 51 (348,495) 71,295
Increase in available-for-sales financial assets AIHEESREEE N - (133,817)
Net cash (used in)/generated from investing REZE (FTH) EXZzHE

activities JFEE (168,598) 675,434




Cash flows from financing activities

Proceeds from shares issued under share option scheme

METHELECHERE
RIBRB R EITIR
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2018
—E-N\EF

HK$'000
TR
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2017

—E—tF

HK$'000
TAET

P15 38 511 1,138
Proceeds from disposal of interest in subsidiaries to S BB A R RS T IEIEAR
non-controlling interest W Z TS EE - 30,808
Proceeds from sales of repurchased corporate bonds HEBDARIES ZFTEHIE 27,566 392
Acquisition of non-controlling interests Uk B8 JE 7 A b 2 (158,833) (16,093)
Interest paid 2RFE (63,990) (68,282)
Proceeds from borrowings BEFTEHIE 710,999 136,573
Repayment of borrowings BEEE (188,285) (703,737)
Dividends paid to the owners of the Company MARQEES NRMSEE 13 (261,113) (217,516)
Dividends paid to the non-controlling interests ) FEI2 A% A 2 R A+ A% 2 (56,536) (17,630)
Capital injection from non-controlling interests FEERERITE (2,041) 40,048
(Decrease)/increase in subordinate debt IRERETE G /1 (95,767) 16,627
Repayment of convertible bond BEABRRES (100,000) -
Repayment of notes payable BEENERE (100,000) -
Advance from a shareholder KE—BRREZBK 73,000 -
Net cash used in financing activities HETE A B2 FEE (214,489) (797,672)
Net increase in cash and cash equivalents ReRBeEEYWILMFEHE 403,845 2,142,789
Cash and cash equivalents at 1 January R—A—HZBRERAELEEY 7,366,212 4,949,188
Effect of foreign exchange rate changes, net BRSBTS TR (83,136) 274,235
Cash and cash equivalents at 31 December Rt+t-—A=+—BzERER
HEEEY 7,686,921 7,366,212
Analysis of balances of cash and ReRBEEEYWERIN
cash equivalents
Cash and deposits REREFEX 17 7,654,811 7,373,427
Cash held on behalf of client REFEFEZHE 17 46,932 47,251
Bank overdraft RITEX 39 (14,822) (54,466)
7,686,921 7,366,212
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR AR M

For the year ended 31 December 2018 BZ=ZE—-NF+-A=+—-HLFE

1.

GENERAL INFORMATION

Citychamp Watch & Jewellery Group Limited (the “Company”) is a limited liability
company incorporated in Cayman Islands. Its registered office address is P.0. Box
309, Ugland House, South Church Street, Grand Cayman, Cayman Islands and its
principal place of business is Units 1902—04, Level 19, International Commerce
Centre, 1 Austin Road West, Kowloon, Hong Kong. The Company’s shares are listed
on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

During the year, the principal activities of the Company and its subsidiaries
(together referred to as the "Group”) include:

—  Manufacturing and distribution of watches and timepieces;
- Property investments; and
—  Banking and financial businesses.

In September 2018, the Group has completed the acquisition of 58.22% of the
issued share capital of Ernest Borel Holdings Limited and its subsidiaries (together
the “Ernest Borel”), which is listed on the Stock Exchange with stock code 1856
at HK$1.85 per share with the total consideration of HK$374,209,000. Since then,
Ernest Borel becomes a subsidiary of the Group. In October 2018, the Group has
further acquired an additional 24.28% of the issued share capital of Ernest Borel at
HK$1.85 per share with the total consideration of HK$156,077,000.

Other than the aforementioned transactions, there was no other significant change
in the Group’s operations during the year.

The Group's principal places of the business are in Hong Kong, Switzerland, United
Kingdom, Liechtenstein and the People’s Republic of China (the “PRC").

ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS
("HKFRSs")

(a) Adoption of new or revised HKFRSs — effective 1 January 2018

In the current year, the Group has applied for the first time the following new
or revised standards, amendments and interpretations (the “new or revised
HKFRSs") issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA"), which are relevant to and effective for the Group’s consolidated
financial statements for the annual period beginning on 1 January 2018:

Amendments to HKFRS 1, First-time
Adoption of Hong Kong Financial
Reporting Standards

Amendments to HKAS 28, Investments in
Associates and Joint Ventures

Annual Improvements to
HKFRSs 2014-2016 Cycle

Annual Improvements to
HKFRSs 2014-2016 Cycle

Amendments to HKAS 40
HKFRS 9

HKFRS 15

Amendments to HKFRS 15

Transfers of Investment Property

Financial Instruments

Revenue from Contracts with Customers

Revenue from Contracts with Customers
(Clarification to HKFRS 15)

HK(IFRIC)-Interpretation 22 Foreign Currency Transactions and Advance
Considerations

—RER

BHREEKRESREBR AR (ARG A
RASEHEFAMALBR AR - M
#% =8 BR i HE 4 P.O. Box 309, Ugland House, South
Church Street, Grand Cayman, Cayman Islands * ==
ZWMERVUNBBNENTHEEIFIRK
B ZES191902-04F - AR RIBRHORE
BEARZHMABR AT ([BRAH]) £ e

FR - ARBNEMB AR (G AEE])
ZEIBEBBRE:

- BRERGTERBERDHE:
- MERE R
- ROTKEWES-

RZZE-—NFNLA AEEIUNZR1.85E
TR BB RO BRIE IR A IR A7) K E B
NE (GBIEOREE] - RELRET EH o B
R SR 1 1856) BB 1TR%R AN58.22% ' AR E A
374,209,000/8 7T - B It - REEKAAEE
ZHBAT - R-_E—N\FE+A KEBHE
— A EA%1.85 8 TR AN BB R B8 B 31T
[i% 75 24.28% - #21X{& /& 156,077,000 78 7T °

BBl RZ 5o AEEZE 2 EBRARFE
WEALMERES -

AEEZ ERLEXMBUNES Kt R
FIXBEERPEARKMNME ([HE]) -

%g%%%ﬁﬁ%%%@ﬁ%ﬁ%ﬁ%

]

(a) RMFRTRRLMETE BB REZER -
RIE—N\F—HA—B4EX
RAFE AEBEXERATHES
S AE ([BEGMAE]) Bz
eI IERT 2 R BT REE(H
AISIERI B AV BMEEL]) @ %E
HARAEFA T N\E—A—HBFH
@Zi@%%ﬁé%%ﬁ%ﬁ%&ﬁ
/)(‘ N

RN BEREEL BBMBREENE 15
“E-MUER-E-RFE 2B ERERER
Bz FENE BEREER

BERBREEL BRECHENENR L
“T-REE-E-RF BH RBEREAR
Bz FENE AENEIRE

BEGHENENR 257 BRRENE

EERBREENFIE  SBIA

EARBREREAEE BEPIUANZBA

EARBRERAEE BESIUANZHA
2183 (HEERERE R

F15%2EE)

BEEROBRERE  NERFRBAARE

Z88)-2EENH



2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS

(“HKFRSs") (Continued)

(a)

Adoption of new or revised HKFRSs — effective 1 January 2018

(Continued)
Changes in accounting policies

This is the first set of the Group’s financial statements in which HKFRS 9
and HKFRS 15 have been adopted. The impact of the adoption of HKFRS
9 Financial Instruments (see note (A) below) and HKFRS 15 Revenue from
Contracts with Customers (see note (B) below) have been summarised below.
The other new or amended HKFRSs that are effective from 1 January 2018 did

not have any material impact on the Group's accounting policies.

(A) HKFRS 9 Financial Instruments (“HKFRS 9”)

(i)

Classification and measurement of financial instruments

HKFRS 9 replaces HKAS 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 HKFRS 9 from 1 January 2018
has resulted in changes in accounting policies of the Group and the SRR

amounts recognised in the consolidated financial statements.
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2. RABBUBHREELN (FEMBRE

A (%)

(a) HMHETREEETERMBHRERER -
R-ZB-NF-A-BEX(E)
B REEE
It T AR T B 0 R A BB I 7 s 2R B
FIRRBBYBIHREERF 1558 27
BHE - RABBWHERE LR L5
TRITA(RTXHEWR) REEMB
BEENBISREATFITLANZHK
A (R TXHFEER) 2FEER T XX
o AT SR B A M oS %
Alg T N\F-HA-HAEER #A
SESTRRLBENERTE -

(A) BEEUBERELENEIREHTA
(TERMBHREENFIF)

() 2RIAZOBEAE
R-T—NF—-HA—-H&XZEH
W FEHE  BEPBRELL
FIFMREB T ERIFE 39S
BT E : HERNMFE - ZERIG G
ERMTASFZMA=[ENE: (1)

Q)RR : K (3) %

&3t -8 -F—)\F—A—BER
NES RS RS IPE A
£ B 5 ORI A BT RR 2
CEE FETTR

HKS$'000
TATT

Retained profits RE & F
Retained profits as at 31 December 2017 R-ZEB—tHE+=ZA=+—HZ
R F 3,421,989
Increase in expected credit losses (“ECL") EEEEEE ((TEREaEEE]D
(note (A)(ii) below) 3 (T SR EE (A)ii)) (12,280)
Reclassification of trading portfolio investments to BN AR GEEREEZERATE
financial assets at fair value through other comprehensive FFAEMEEmEA ([RATFE
income (“FVOCI") (note (A)(i)(a) below) FFAEMEERAD 2&/EE
(3T EE (A)i)(a)) (131,974)
Reclassification of the entire convertible bond investment to BN BREMUBRRESFKRER
trading portfolio investments (note (A)(i)(f) below) R H5HEE®RE (T X @)0H) 1,621
Reclassification of available-for-sale financial assets BN HAMHEESREESR
to other financial assets at amortised cost REHARYIER 2 H & 5
(note (A)(i)(c) below) EE (XM A)N0) (134)
Redlassification of available-for-sale financial assets ENOBAHEECREES
to trading portfolio investments (note (A)(i)(e) below) RGBEEE (T XHIFE A ) (903)
Recognition of deferred tax assets arising from BREBERTEBREEEEREE Y
the recognition of ECL BRI EE 2,179
Restated retained profits as at 1 January 2018 R=ZB-NF-A—-BZ&E
R B8 % A 3,280,498
Non-controlling interests R
Non-controlling interests as at R-ZB—tHF+=ZA=+—HBZ
31 December 2017 FEERRE R 343,245
Increase in ECL (note (A)(ii) below) TEBA(= B & 18 35 0 (T STH&E (A) i) (868)
Recognition of deferred tax assets arising from BRABEREHEEEEMEEZ
the recognition of ECL RIETITRE BE 110
Restated non-controlling interests as at R-ZB-NF-—A—BZREJ
1 January 2018 FE1E R = 342,487
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs") (Continued)

(a)

Adoption of new or revised HKFRSs — effective 1 January 2018
(Continued)

Changes in accounting policies (Continued)

(A) HKFRS 9 Financial Instruments (“HKFRS 9") (Continued)

(i) Classification and measurement of financial instruments (Continued)

Al

2. RPERMBHREEN (FBUBRSE
A (%)
(a) RANETET RSB B R BIREER -
R-ZB-NF-—A-BEX(E)
B BEREE (F)
(A) BERMBEREERNBEIREMTA
(TERHBHREENEIR] (B)
() =MIAZHDBERFEE)

HK$'000
TAET

Investment revaluation reserve

Investment revaluation reserve at
31 December 2017

Reclassification of available-for-sale financial assets
to financial assets at FVOCI (note (A)(i)(b) below)

Reclassification of available-for-sale financial assets
to other financial assets at amortised cost

RESELHE

R-ZEBE—tHF+ZA=+—-HZ

RESHRHE 117,525
EFOEAHIEEREES
BEAFEFAEMEERRAZ

R EE T MR A)i) b)) (118,562)
EoETHIEESsREES

WA AR B R E E

(note (A)(i)(c) below) (R 3P 3 (A)) (@) 134
Reclassification of available-for-sale financial assets to trading BROEAHEEEREER

portfolio investments (note (A)(i)(e) below) RH5HEEHRE (T X A))(E) 903
Restated investment revaluation reserve as at R=ZB-NF-—A—BZ&E

1 January 2018 REEM-REE -
FVOCl reserve BRFEFTABMZERA GE

FVOCI reserve as at 31 December 2017

Reclassification of trading portfolio investments to financial assets
at FVOCI (note (A)(i)(a) below)

Reclassification of available-for-sales financial assets
to financial assets at FVOCI (note (A)(i)(b) below)

R-E—tHE+=-A=+—-HB2
BRAFEFAHMEEBARFE -
EHPARSGEEREEERATE
HAREMEEMBRAZCREE

(2B (A (@) 131,974
EFOETHIEEREES
BAFEFAHEMEZEERAZ

T B E = (T X EE (A))b) 118,562
Restated FVOCI reserve as at 1 January 2018 R-ZB-NF-—A—BZREJ
BAFEFAEMBEZERARE 250,536

HKFRS 9 basically retains the existing requirements in HKAS 39 for the

BRP oS LR FIRER LR

classification and measurements of financial liabilities. However, it BEASHEDEREHES R

eliminates the previous HKAS 39 categories for financial assets of held
to maturity financial assets, loans and receivables and available-for-

BEZABERAEZRERE - R
m - ZEBUE AT A B G T 2R

sale financial assets. The adoption of HKFRS 9 has no material impact FIVHRLEMEEL - BER

on the Group's accounting policies related to financial liabilities and
derivative financial instruments except for the embedded derivatives.

EXHEREE  BRMEEFUA
KA ESREE - RNE B

The impact of HKFRS 9 on the Group's classification and measurement BHREEAFIFHAEEFTHE

of financial assets is set out below.

MEBEMIEERTAZ SR

RI\|EARLE - ERAANTET

ERRAN o BB 5 S 2 RIS 957

HBASECHEE D BRTE
FERIWT -



2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs") (Continued)

Adoption of new or revised HKFRSs — effective 1 January 2018

(Continued)

Changes in accounting policies (Continued)

(A) HKFRS 9 Financial Instruments (“HKFRS 9") (Continued)

(a)

(i)

Classification and measurement of financial instruments (Continued)
Under HKFRS 9, except for certain trade receivables (that the trade
receivables do not contain a significant financing component in
accordance with HKFRS 15), an entity shall, at initial recognition,
measures a financial asset at its fair value plus, in the case of a financial
asset not at fair value through profit or loss ("FVPL"), transaction
costs. A financial asset is classified as: (i) financial assets at amortised
cost; (i) financial assets at FVOCI; or (iii) financial assets at FVPL. The
classification of financial assets under HKFRS 9 is generally based on
two criteria: (i) the business model under which the financial asset is
managed and (ji) its contractual cash flow characteristics (the “solely
payments of principal and interest” criterion, also known as “SPPI
criterion”). Under HKFRS 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.

A financial asset is measured at amortised cost if both of the following
conditions are met and it has not been designated as at FVPL:

e |tis held within a business model whose objective is to hold
financial assets in order to collect contractual cash flows; and

e 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 both of the following
conditions are met and it has not been designated as at FVPL:

e ltis held within a business model whose objective is achieved by
both collecting contractual cash flows and selling financial assets;
and

e The contractual terms of the financial asset give rise on specified
dates to cash flows that meet the SPPI criterion.
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2. RABBUBHREELN (FEMBRE
A (%)

R ST BB MR E 2R -

R-ZB-NF-—A-BEX(E)

B RESE (F)

(A) BERMBEREERNBEIREMTA

(a)

(i)

((EBMBHELENFEIFR] ()
ERMITAZDENGE(B)
RIBEF LY HHRELANE I - B
ETRAER (BUERRLE B =
RIBEBBWBREEAFE155 2
ERBMEARED) I BNV
FHERR AN VB (HEAL IR
NFEFANEMEERE (R
BFAGHHEER]) 2 EREE -
AMERGRA)GTESREE °
TRMEEDER () IREHEKAT
ReoBEE: (EAFEA
HtzmB Az 2B EE © i)
BAFEFAGHREE S/
BE - REBBMBREENFI
% 2RMEEZ OB RENMIE
T (\EETREE 2 XBRA
Ei)EaHReREFH (2R
RENARE R ENEE - TS
[ERRXNAERMEZEE]) o
RIBEF BT HHRELEANE I -
AANETES T BFERTES
BMEENFIR MEAERIA
G0 R -

AKEERSBAEREE AL
TG tF B MR AR A T AR
N LET L
RAHE

s EBENBMRFHATREE
NG MR ERE XD
BARFE - &

o TMEBEEZANGINIEE
FHELANAERARINA
ERFEFEZRERE -

AEEERBEBRERETA K
TR B R E BIR QT ER
NaEMNBBEBER T EHERAT
Bt ARMEEEA

o BRENBBRMAHREIR
ENHESRMEEERBN
ZEBEARTA Rk

s ETMEEZANGINIEE
FHELANARERRINA
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs") (Continued)

(a)

Adoption of new or revised HKFRSs — effective 1 January 2018
(Continued)

Changes in accounting policies (Continued)

(A) HKFRS 9 Financial Instruments (“HKFRS 9") (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 FVPL. 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 or FVPL 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:

Financial assets Financial assets at FVPL are subsequently
at FVPL measured at fair value. Changes in fair value,
dividends and interest income are recognised

in profit or loss.

Financial assets Financial assets at amortised cost are
at amortised costs  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.

Financial assets Debt investments at fair value through other
at Fvocl comprehensive income are subsequently
(debt investments) 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.

Financial assets Equity investments at fair value through
at Fvocl other comprehensive income are measured
(equity investments) 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.

2. RPERMBHREEN (FBUBRSE
A (%)

(a)

R ST BB MR E 2R -

R-ZB-NF-—A-BEX(E)

B BEREE (F)

(A) BERMBEREERNBEIREMTA
((EBMBHELENFEIFR] ()

() EBRIAZIBNTEE)
RN B ERILIEFIEEE 2 A
RER - AEER TR HEEDEE
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ZEHEEH  ZEEREFARE
#ETT o WA E X Pt 1R R IRE
HA AT BRSIR N FE AR
PEBAZHEEMEREED
BRRAFER AR RERE - it
BREMABITESREE ~-NY P
R - A E A A A AR T
EBRECEMEERBHR AL
BRAHES AR M2 ERASIR
NHES AN E BT E - AT
RUREEER AR KRR
EEZ GRTHEEC

AT BRGERNAEET
SIS REE

BOFEFA  BRATEGAENIEEZE
BHABE BAEARRAVERE R
LEREE FEED RERMBRAS

RN EEER -

RBENATIE RERRATIE EREEL

JEREE (EBRBEAREHE-FE
WA~ B 3 Mzt RSB M B A
ELRN GRS EEER - &b
R EMREIRNET IS
BRR-

BOTFEFA  BRATEFAZLZERAZ
Efg2EMA BERERRRAFEGE-
LEREE RATRNREHEIMER
(EHEE) A EXREREBRURAEE

URaRRBRED - Ll
S RERFRNEBREMA
HERR o MR I RERRRS - A A
SEMAZG ZRE L ERE
FOBERMRES -

BOTFEFA  BRATEGAZLZERAZ
A 2EPA RAREBLRATENE - RE
JEREE  WARENABRED B
(RA&E) BREBAREEZRETHRE

PR Bt o B EF B
Efp2EMARER  BTES
FOBEENRES -



2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS

(“HKFRSs") (Continued)

(a)

Adoption of new or revised HKFRSs — effective 1 January 2018

(Continued)
Changes in accounting policies (Continued)
(A) HKFRS 9 Financial Instruments (“HKFRS 9") (Continued)

(i) Classification and measurement of financial instruments (Continued)
(@) As at 1 January 2018, certain listed equity investments were
reclassified from trading portfolio investments to financial assets
at FVOCI. The Group intends to hold these equity investments
for long term strategic purposes. Under HKFRS 9, the Group
has designated these equity investments at the date of initial
application as financial assets at FVOCI. As a result, financial
assets with a fair value of HK$506,863,000 were reclassified
from trading portfolio investments to financial assets at FVOCI
and accumulated fair value gains of HK$131,974,000 were
reclassified from retained profits to FVOCI reserve on 1 January
2018. The fair value of these listed equity investments at 31
December 2018 is HK$492,759,000 and a fair value loss of
HK$14,104,000 would be recognised in profit or loss for the year
as if no reclassification was made upon the adoption of HKFRS 9.

(b) In addition to (a) above, certain listed equity investments
were reclassified from available-for-sale financial assets to
financial assets at FVOCI. The Group intends to hold these
equity investments for long term strategic purposes. As a
result, the carrying amount of these listed equity investments
of HK$237,959,000 were reclassified from available-for-sale
financial assets to financial assets at FVOCI and accumulated
fair value surplus of HK$118,562,000 were reclassified from
investment revaluation reserve to FVOCI reserve on 1 January

2018.
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs") (Continued)

Adoption of new or revised HKFRSs — effective 1 January 2018

(Continued)

Changes in accounting policies (Continued)

(A) HKFRS 9 Financial Instruments (“HKFRS 9") (Continued)

(a)

(i) Classification and measurement of financial instruments (Continued)

(9

As at 1 January 2018, listed debt instruments were reclassified
from available-for-sale financial assets to other financial assets
at amortised cost as the Group's business model is hold-to-
collect contractual cash. These listed debt instruments meet the
SPPI criterion. As such, listed debt instruments with a carrying
amount of HK$178,747,000 were reclassified from available-
for-sale financial assets to other financial assets at amortised
cost and accumulated fair value deficits of HK$134,000 were
reclassified from investment revaluation reserve to retained
profits on 1 January 2018. The fair value of these listed debt
instruments as at 31 December 2018 is HK$147,573,000; the
carrying amount of HK$27,162,000 would be mature for the year;
and a fair value gain of HK$1,091,000 would be recognised in
other comprehensive income for the year as if no reclassification
was made upon the adoption of HKFRS 9.

As at 1 January 2018, certain equity investments were reclassified
from available-for-sale financial assets to financial assets at
FVOCI. These equity investments were previously stated at cost
as they do not have quoted price in an active market. The Group
intends to hold these equity investments for long term strategic
purposes. Therefore, the Group has now designated these equity
investments at the date of initial application as financial assets
at FVOCI. As at 1 January 2018, the previous carrying amount
of these equity investments of HK$6,023,000 was assessed as
approximate to the fair value.
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs") (Continued)

Adoption of new or revised HKFRSs — effective 1 January 2018

(Continued)

Changes in accounting policies (Continued)

(A) HKFRS 9 Financial Instruments (“HKFRS 9") (Continued)

(a)

(i)

Classification and measurement of financial instruments (Continued)

(e)

As at 1 January 2018, certain investments in other financial
products stated at fair value were reclassified from available-
for-sale financial assets to trading portfolio investments as
these unlisted investments failed to meet the SPPI criterion.
As such, these investments at fair value of HK$65,639,000
were reclassified from available-for-sale investments to trading
portfolio investments and the fair value deficits of HK$903,000
were reclassified from investment revaluation reserve to retained
profits on 1 January 2018.

As at 1 January 2018, the entire of debt component and
conversion option component of the convertible bond investment
were combined and reclassified to trading portfolio investments.
The conversion option component causes the financial assets
to fail to meet the SPPI criterion. This is because the embedded
feature cannot be separated under HKFRS 9 and the contractual
terms of that convertible bond receivable as a whole do not give
rise solely to payments of principal and interest on the principal
amount outstanding of the convertible bond investment. As a
result, that convertible bond investment as a whole is classified
as trading portfolio investments. As at 1 January 2018, the
difference between the previous carrying amount and the fair
value of HK$1,621,000 has been adjusted in the opening retained
profits.
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS 2. EMNEBYEREERN((EFEBMERE

(“HKFRSs") (Continued) Al (%8)

(@) Adoption of new or revised HKFRSs — effective 1 January 2018 (a) BRAFFISLIETERMKRELER -
(Continued) RZB-—NE—A—BEXM(E)
Changes in accounting policies (Continued) ETREREE ()

(A) HKFRS 9 Financial Instruments (“HKFRS 9”) (Continued) (A) ERMBHREENFEIREMTE
([EBVEREEANEIR] (B)
(i) Classification and measurement of financial instruments (Continued) () &#MITAEZHER=(E)
The following table summarises the original measurement categories THREMAREER T —\F—
under HKAS 39 and the new measurement categories under HKFRS 9 A—BEEsmEERER LS
for each class of the Group's financial assets as at 1 January 2018: FFERIEIR 2 REFT 2R
BRBEE B BREERIFE IR 2
FTEER
Carrying amount Carrying amount
as at Effect of as at
Original classification New classification 1 January 2018 adoption of 1 January 2018
Financial assets under HKAS 39 under HKFRS 9 under HKAS 39 HKFRS 9 under HKFRS 9
BREFBEE: BREEBUG
ZEBISE395 BEERFEIR
RZZ-NE BEHREEHE RKRZB-N\E
REFBEHEL BEEEHBRE —H—AH HEAFER —A-A8
FE39E 2 REE ERIFE K 23 E R ZEREE 2% ZEHE
HKS$'000 HK$'000 HK$'000
TAET TAT AT
Cash and deposits Loans and receivable Amortised cost 7,420,678 - 7,420,678
BeRFEH BER KT RE AT IR
Due from clients Loans and receivable Amortised cost 1,011,516 (3,335) 1,008,181
W E PR B R GR R A R
Due from banks except for precious metal ~ Loans and receivable Amortised cost 5,875,901 2,179 5,873,722
EWRITHIE(EEBRIN B R EYGR B
Due from banks — Precious metal Financial assets at FVPL FVPL 45,977 - 45,977
EUWSRTRE-ELB BATEFANGFSEE  BRATEFNET
ZEREE HER
Trading portfolio investments Financial assets at FVPL FVPL 134,168 - 134,168
RHEREE BATEFANGFSEE  BRATEFNET
ZEREE HEE
Trading portfolio investments Financial assets at FVPL FvoCl 506,863 - 506,863
(note (A)(i)(a))
RHEEHRE BATEFARHIEE  RATEFAE M
2 BEE (M A@) FEBA
Derivative financial assets except for Financial assets at FVPL FVPL 4,609 - 4,609

conversion option component

fTEemBEERESORI) BATESAENIEE  ROFEFAEN

EREE FEE
Trade receivables Loans and receivable Amortised cost 506,287 (1,793) 504,494
e R B Rk RN A
Available-for-sales financial assets Available-for-sale (at fair value) ~ FVOCI 237,959 - 237,959
(note (A)(i)(b))
AtHESREE AEEE(BRATEE)  EATEGAEM
(PR EE (A (b)) FERA
Available-for-sales financial assets Available-for-sale (at fair value) ~ Amortised cost 178,747 (28) 178,719
(note (A)(i)(c))
AHNESREE AHHE(RATEER) REENARER
(P ZE (A))())
Available-for-sales financial assets Available-for-sale (at fair value) ~ FVPL 65,639 - 65,639

(note (A)(i)(e))
AHHESREE AHEE (RATENE) RATERARR
(FTFE (A)i)(e)) % EE
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS 2. EMNEBYEREERN((EFEBMERE

(“HKFRSs") (Continued) Al (%8)

(@) Adoption of new or revised HKFRSs — effective 1 January 2018 (a) BRAFFISLIETERMKRELER -
(Continued) RZB-—NE—A—BEXM(E)
Changes in accounting policies (Continued) ETREREE ()

(A) HKFRS 9 Financial Instruments (“HKFRS 9”) (Continued) (A) BERMBH/EERNEINEMTA
(TEBMBRELERNFEIRD (B)
(i) Classification and measurement of financial instruments (Continued) () &#MITAEZHER=(E)
Carrying amount Carrying amount
as at Effect of as at
Original classification New classification 1 January 2018 adoption of 1 January 2018
Financial assets under HKAS 39 under HKFRS 9 under HKAS 39 HKFRS 9 under HKFRS 9
BEEES RERBHH
R 3955 |EERE IR
R-ZE-N\FE KHEERE RNZE-NF
BREEBEHER BRERBHBRE —H—H BEEAEIR —-A—H
$E39/ZEEER BERIE 92 3B ZEHE A% ZIREE
HKS$'000 HK$'000 HK$'000
FET FEx TET
Available-for-sales financial assets Available-for-sale (at fair value) ~ FVOCI 6,023 - 6,023
(note (A)(i)(d))
ARHECRERE AHRHE (RATEIER)  RATESAEM
(P2 (AY)(@)) 2EBA
Held-to-maturity investments Loans and receivable Amortised cost 1,138,704 (500) 1,138,204
HEIHRE ERRERT BB AT R
Other assets except for debt component  Loans and receivable Amortised cost 4,171 (5,313) 436,864
Hi&E (RBHBHHRIN) ER KW tize Sl
Convertible bond investment Conversion option component: ~ As a whole: FVPL 8,492 1,621 10,113

Financial assets at FVPL
Debt component: Loans and
receivables (note (A)(i)(f)
ARREFRA BMRER S RATFEFA BE:ELOTERA
HEHBR e REE RS EE
BEHD  ERRERK
(FEE (A)O)
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS 2. EMNEBYEREERN((EFEBMERE

(“HKFRSs") (Continued) Al (%8)

(@) Adoption of new or revised HKFRSs — effective 1 January 2018 (a) BRAFFISLIETERMKRELER -
(Continued) RZB-—NE—A—BEXM(E)
Changes in accounting policies (Continued) ETREREE ()

(A) HKFRS 9 Financial Instruments (“HKFRS 9”) (Continued) (A) ERMBHREENFEIREMTE
((EAMBEREENEIR] (B)
(i) Classification and measurement of financial instruments (Continued) () &#MITAEZHER=(E)
At the date of initial application of HKFRS 9, the Company'’s REBMBREEFEIFT 2 ER
management has assessed which business models apply to the ERBH  ARAREREDFEHM
financial assets held by the Group and has classified its financial assets BEEBGEABARAEEREZ
into the appropriate HKFRS 9 categories. eHEE WEKAESREESE
ZEECEAUBERELEAFE IR
A e
The following tables summarised the impact, net of tax, of transition TEHMINR =T -NF—HA—H
to HKFRS 9 on the opening balance of reserves, retained profits and BEZEBVHREERNEIRE
non-controlling interests as of 1 January 2018 as follows (increase/ i RERN RIEERAER F V)
(decrease)): ESRZ 2 (HBREIE) 0T (1€
S CRA)) -
Other
financial  Available-
Trading Financial  Derivative assets at for-sale Held-to-
portfolio asset at financial  amortised financial maturity Other
investments Fvocl assets cost assets  investments assets
BOTHE
FAR M REHEAAR
Rafe  2EKA i1 FRzHfE WHEE 52
As at 1 January 2018 RE ZeREE <SREE <CREE SREE YPRE HpEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'00
THT FHL T TET TET T
Opening halance - HKAS 39 ENGER-BEeER
£39% 641,031 - 4,680 - 488,368 1,138,704 450,598
Reclassification of trading portfolio investments ~ £¥ 25X HAREE
to financial assets FVOCI RRATEGFARMZE
BAZEREE (506,863) 506,863 - - - - -
Reclassification of available-for-sale BENARUHLECREE
financial assets to other financial assets RREBIATIR 2 A
at amortised cost SREE - - - 178741 (178,747) - -
Reclassification of available-for-sale BENARUHLECREE
financial assets to trading portfolio investments £ 544K E 65,639 - - - (65,639) - -
Reclassification of available-for-sale financial ~ EF A BAELECBEE
assets to financial assets at FVOCI ERATEALMEE
WAZEBEE - 243,982 - - (243,982) - -
Reclassification of held-to-maturity investments ~ E 372 S 2EHEER
to other financial assets at amortised cost REERAIE  HM
SREE - - - 1,138,704 - (1,138,704) -
Redlassification of entire convertible bond sHH B2 HURRES
investment to trading portfolio investments BREERHHEARE 8492 - n) - - - (8421)
Effect of initial adoption of HKFRS 9 BRERE R BREE
ELY A2 1,61 - - - - - -
Recognition of additional expected credit losses ~ # A2 M EEIE E B 1R - - - (528) - - (5,313)
Opening balance - HKFRS 9 ENER-FRUBRE

RIE 95 209,920 750,845 4609 1,316,923 - - 436,864




2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs") (Continued)

Adoption of new or revised HKFRSs — effective 1 January 2018

(Continued)

Changes in accounting policies (Continued)

(A) HKFRS 9 Financial Instruments (“HKFRS 9") (Continued)

(a)

(ii)

Impairment of financial assets

The adoption of HKFRS 9 has changed the Group’s impairment model
by replacing the HKAS 39 “incurred loss model” to the “expected credit
losses ("ECL") model”. HKFRS 9 requires the Group to recognised
ECL for due from clients, due from banks, trade receivables and other
financial assets at amortised costs and other assets earlier than HKAS
39. Cash and cash equivalents are subject to ECL model but the
impairment is assessed to be immaterial.

Under HKFRS 9, the losses allowances are measured on either of the
following bases: (1) 12 months ECL: these are the ECL that result from
possible default events within the 12 months after the reporting date:
and (2) lifetime ECL: these are ECL that result from all possible default
events over the expected life of a financial instrument.

Measurement of ECL

ECL are based on the difference between the contractual cash flows due
in accordance with the contract and all the cash flows that the Group
expects to receive. The shortfall is then discounted at an approximation
to the assets’ original effective interest rate.

The Group has elected to measure loss allowances for trade receivables
using HKFRS 9 simplified approach and has calculated ECL based on
lifetime ECL. 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.
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs") (Continued)

Adoption of new or revised HKFRSs — effective 1 January 2018

(Continued)

Changes in accounting policies (Continued)

(A) HKFRS 9 Financial Instruments (“HKFRS 9") (Continued)

(a)

(ii)

Impairment of financial assets (Continued)

Measurement of ECL (Continued)

For other debt financial assets, the ECL are based on the 12-months
ECL. The 12-months ECL is the portion of the lifetime ECL that results
from default events on a financial instrument that are possible within
12 months after the reporting date. However, when there has been a
significant increase in credit risk since origination, the allowance will be
based on the lifetime ECL. 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 and
analysis, based on the Group's historical experience and informed credit
assessment and including forward-looking information. The Group's
debt investment at FVOCI are considered to have low credit risk since
the issuers’ credit rating are high.

The Group assumes that the credit risk on a financial asset has
increased significantly if it is more than 30 days past due.

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) the financial asset is more than 90 days past due.

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

Presentation of ECL

Loss allowances for financial assets measured at amortised cost are
deducted from the gross carrying amount of the assets. For debt
investment at FVOCI, the loss allowance is recognised in OCl, instead of
reducing the carrying amount of the assets.
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs") (Continued)

Adoption of new or revised HKFRSs — effective 1 January 2018

(Continued)

Changes in accounting policies (Continued)

(A) HKFRS 9 Financial Instruments (“HKFRS 9") (Continued)

(a)

(i) Impairment of financial assets (Continued)
Impact of the ECL model

(a)

(b)

(d)

Impairment of trade receivables

As mentioned above, the Group applies the HKFRS 9 simplified
approach to measure ECL which adopts a life time ECL for all
trade receivables. To measure the ECL, trade receivables have
been grouped based on shared credit risk characteristics and the
days past due.

Impairment of debt investments

The Group's debt investments are measured at amortised costs
and are considered to have low credit risk, and the loss allowance
recognised during the period was therefore limited to 12 months
ECL.

Impairment of due from clients and due from banks

The Group's due from clients and due from banks except
for precious metal are measured at amortised costs. ECL is
determined by reference to the estimation of the exposure at
default ("EAD"), probability of default ("PD") as well as a loss
given default ("LGD"). At the initial recognition, 12 months ECL
(stage 1) would be considered resulting from the possible default
event within next 12 months. Lifetime ECL (stage 2) would be
considered resulting from the significant increase in credit risk
on the balances. Lifetime ECL (stage 3) would be considered
resulting from the occurrence of credit impaired on the balances.

Impairment of other assets

Other assets at amortised cost of the Group includes dividend
receivable from an associate, amounts due from an associate
and related companies, other interest receivables and other
receivables.
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS 2.

(“HKFRSs") (Continued)

(a) Adoption of new or revised HKFRSs — effective 1 January 2018
(Continued)
Changes in accounting policies (Continued)
(A) HKFRS 9 Financial Instruments (“HKFRS 9") (Continued)

(i) Impairment of financial assets (Continued)
Impact of the ECL model (Continued)
As a result of the above change, the following table summarises the
impact of the new HKFRS 9 impairment model results in additional
expected credit losses as at 1 January 2018 as follows:

RABEBMBHREELN (FEMBRE
A (%)
(a) HMHETREEETERMBHRERER -
R-ZB-NF-—A-BEX(E)
B RESE (F)
(A) BERMBEREERNBEIREMTA
(EBMBHELENEIFR] ()
(i) EREEZRMEE)
FHIEREBRER ZZE (&)
B BB TREUATE BN
BREERNEIFRMERN 2 FE
BN _FT-NFE—-A—BEXL
BINEHEEBRET

HK$'000
FHE T
Loss allowance at 31 December 2017 under HKAS 39 IRIEE B 5485 395%
RZE—+F+-A=+—HZEEREHE 56,279
Recognition of additional expected credit losses on: BLATIE B REINEHEEEE
— Due from clients — R RIE 3,335
— Due from banks —FEUWSR1TFRIE 2,179
— Trade receivables —FEUBR 3R 1,793
— Other financial assets at amortised cost —IREEKAS R Et e mEE 528
— Other assets —HiEE 5,313
Loss allowance at 1 January 2018 under HKFRS 9 BIBRE BN G REERE IR
RZZE—N\F—A—HZEERE 69,427

(ii)  Transition

The Group has applied the transitional provision in HKFRS 9 such
that HKFRS 9 was generally adopted without restating comparative
information. The reclassifications and the adjustments arising from the
new ECL 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 mean that differences in the carrying amounts of financial assets
and financial liabilities resulting from the adoption of HKFRS 9 are
recognised in retained profits and reserves as at 1 January 2018.
Accordingly, the information presented for 2017 does not reflect the
requirements of HKFRS 9 but rather those of HKAS 39.

(iii) @
AEEDEAEEMEHRE LS
95% 2 BRI - NEBREBMB]R
HEAEISRE—RFAMBAS
FILLEE R - Ft - HTAHEEE
1BARRIFTSIE 2 B30 B MBI
ARZFE—tFE+-_A=1+—HZ
RAEMBIARRE - EER —F
—NF-A—RZHEEMHRRE
MR - BIRRME BRI R E 2R
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B 2 R A B e e e o © XLt
T F2INEHNALTRRE
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs") (Continued)

Adoption of new or revised HKFRSs — effective 1 January 2018

(Continued)

Changes in accounting policies (Continued)

(A) HKFRS 9 Financial Instruments (“HKFRS 9") (Continued)

(a)

(iif)

(B)

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
HKFRS 9:

. The determination of the business model within which a financial
asset is held;

e The designation and revocation of previous designations of
certain financial assets and financial liabilities as measured at
FVPL; and

e 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 date
of initial application of HKFRS 9, then the Group has assumed that the
credit risk on the asset had not increased significantly since its initial
recognition.

HKFRS 15 Revenue from Contracts with Customers

HKFRS 15 supersedes HKAS 11 Construction Contracts, HKAS 18
Revenue and related interpretations. HKFRS 15 has established a
five-steps model to account for revenue arising from contracts with
customers. Under HKFRS 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 HKFRS 15 using the cumulative effect transition
method. The Group has recognised the cumulative effect of initially
applying HKFRS 15 as an adjustment to the opening balance of retained
profits at the date of initial application (that is, 1 January 2018) if any.
As a result, the financial information presented for 2017 has not been
restated.

HKFRS 15 requires entities to exercise judgement, taking into
consideration all of the relevant facts and circumstances when
applying each step of the model to contracts with their customers. The
management of the Group has assessed the impacts of adopting HKFRS
15 on its consolidated financial statements and considered there is no
significant impact on the Group's revenue recognition policy.
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS 2.
(“HKFRSs") (Continued)
(a) Adoption of new or revised HKFRSs — effective 1 January 2018
(Continued)
Changes in accounting policies (Continued)
(B) HKFRS 15 Revenue from Contracts with Customers (Continued)

FREBMBRELEN (FRMBERE
2R (58)
() BRI REERTEBUMBRERER —
R-ZB-N&E—A—-BEXH)
B BERH ()
(B) EBHBREEAEISKARST

Revenue from sales of goods is recognised at a point in time as when
the control of the goods has been transferred to the customers and
there is no unfulfilling performance obligation after the acceptance
of the goods. Service fees and commission income are recognised
at a point in time basis when the relevant services provided to the
customers and there is no unfulfilling performance obligation after the
services rendering. Revenue from custody account service and asset
management service is recognised over time so as to depict the pattern
of delivery of services.

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

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

The amendments to HKFRS 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 significant impact on these
consolidated financial statements as the Group had not previously
adopted HKFRS 15 and took up the clarifications in this, its first, year.

Amendments to HKAS 40, Investment Property — Transfers of
Investment Property

The amendments clarify that to transfer to or from investment
properties there must be a change in use and provides guidance on
making this determination. The clarification states that a change of use
will occur when a property meets, or ceases to meet, the definition of
investment property and there is supporting evidence that a change has
occurred.

The amendments also re-characterise the list of evidence in the
standard as a non-exhaustive list, thereby allowing for other forms of
evidence to support a transfer.

The adoption of these amendments has no impact on these
consolidated financial statements as the clarified treatment is
consistent with the manner in which the Group has previously assessed
transfers.
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs") (Continued)

(a)

(b)

Adoption of new or revised HKFRSs — effective 1 January 2018
(Continued)

Changes in accounting policies (Continued)

(B) HKFRS 15 Revenue from Contracts with Customers (Continued)

HK(IFRIC)-Int 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 interpretation 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 this interpretation has no impact on the consolidated
financial statements as the Group has not paid or received advance
consideration in a foreign currency.

New or revised HKFRSs that have been issued but are not yet
effective

The following new or revised HKFRSs, 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.

HKFRS 16 Leases'
Amendments to HKAS 1 Definition of Material?
and HKAS 8
HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments'
Amendments to HKFRS 9 Prepayment Features with Negative
Compensation’
Amendments to HKAS 28 Long-term Interests in Associates and Joint
Ventures'
Annual Improvements to Amendments to HKFRS 3, Business
HKFRSs 2015-2017 Cycle Combinations'
Annual Improvements to Amendments to HKFRS 11, Joint
HKFRSs 2015-2017 Cycle Arrangements'
Annual Improvements to Amendments to HKAS 12, Income Taxes'

HKFRSs 2015-2017 Cycle

Annual Improvements to Amendments to HKAS 23, Borrowing
HKFRSs 2015-2017 Cycle Costs'
Amendments to HKFRS 10 Sale or Contribution of Assets between
and HKAS 28 an Investor and its Associate or Joint
Venture?

! Effective for annual periods beginning on or after 1 January 2019
2 Effective for annual periods beginning on or after 1 January 2020

3 The amendments were originally intended to be effective for periods beginning
on or after 1 January 2017. The effective date has now been deferred/removed.
Early application of the amendments of the amendments continue to be
permitted.
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs") (Continued)

(b)

New or revised HKFRSs that have been issued but are not yet effective
(Continued)

HKFRS 16 — Leases

HKFRS 16, which upon the effective date will supersede HKAS 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 than 12 months, unless the underlying asset is of low value.
Specifically, under HKFRS 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 not 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,
HKAS 17.

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

A preliminary assessment indicates that these arrangements will meet the
definition of a lease under HKFRS 16, and hence the Group may be required
to recognise a right-of-use assets and corresponding liability in respect of
all these leases unless they qualify for low value or short-term leases upon
the application of HKFRS 16. In addition, the application of new requirement
may result in change in measurement, presentation and disclosure as
indicated above. The Group is currently assessing its potential impact. It is not
practicable to provide a reasonable estimate of the financial effect until the
Group completes the review.

As at 31 December 2018, the Group has non-cancellable operating lease
commitments of HK$112,456,000. HKAS17 does not require the recognition
of any right-of-use assets and liabilities for future payments for these leases;
instead, certain information is disclosed as operating lease commitments.
A preliminary assessment indicates that these arrangements will meet the
definition of a lease under HKFRS16, and hence the Group may be required
to recognise a right-of-use assets and corresponding liability in respect of all
these leases unless they qualify for low value or short-term leases upon the
application of HKFRS16.
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs") (Continued)

(b)

New or revised HKFRSs that have been issued but are not yet effective
(Continued)
Amendments to HKAS 1 and HKAS 8 — Definition of Material

The amendments clarify that materiality will depend on the nature or
magnitude of information. An entity will need to assess whether the
information, either individually or in combination with other information,
is material in the context of the financial statements. A misstatement of
information is material if it could reasonably be expected to influence
decisions made by the primary users.

The amendments clarify that, in assessing whether an information could
reasonably be expected to influence decisions of the primary users, an
entity must consider the characteristics of those users as well as its own
circumstances.

HK(IFRIC)-Int 23 - Uncertainty over Income Tax Treatments

The Interpretation supports the requirements of HKAS 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 HKFRS 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.

Amendments to HKAS 28 — Long-term Interests in Associates and
Joint Ventures

The amendment clarifies that HKFRS 9 applies to long-term interests (“LTI")
in associates or joint ventures which form part of the net investment in the
associates or joint ventures and stipulates that HKFRS 9 is applied to these LTI
before the impairment losses guidance within HKAS 28.
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs") (Continued)

(b)

New or revised HKFRSs that have been issued but are not yet effective
(Continued)

Annual Improvements to HKFRSs 2015-2017 Cycle - Amendments
to HKFRS 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 HKFRS 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 HKFRSs 2015-2017 Cycle - Amendments
to HKFRS 11, Joint Arrangements

The amendments issued under the annual improvements process make
small, non-urgent changes to standards where they are currently unclear.
They include amendments to HKFRS 11 which clarify that when a party that
participates in, but does not have joint control of, a joint operation which is
a business and subsequently obtains joint control of the joint operation, the
previously held equity interest should not be remeasured to its acquisition
date fair value.

Annual Improvements to HKFRSs 2015-2017 Cycle - Amendments
to HKAS 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 HKAS 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.

Annual Improvements to HKFRSs 2015-2017 Cycle - Amendments
to HKAS 23, Borrowing Costs

The amendments issued under the annual improvements process make
small, non-urgent changes to standards where they are currently unclear.
They include amendments to HKAS 23 which clarifies that a borrowing made
specifically to obtain a qualifying asset which remains outstanding after the
related qualifying asset is ready for its intended use or sale would become
part of the funds an entity borrows generally and therefore included in the
general pool.
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs") (Continued)

(b)

New or revised HKFRSs that have been issued but are not yet effective
(Continued)

Amendments to HKFRS 10 and HKAS 28 - Sale or Contribution of
Assets between an Investor and its Associate or Joint Venture

The amendments clarify the extent of gains or losses to be recognised when
an entity sells or contributes assets to its associate or joint venture. When
the transaction involves a business the gain or loss is recognised in full,
conversely when the transaction involves assets that do not constitute a
business the gain or loss is recognised only to the extent of the unrelated
investors’ interests in the joint venture or associate.

The Group is in the progress of making assessments of the potential impact
of these new or revised HKFRSs upon initial application.

3. BASIS OF PREPARATION

3.1

3.2

3.3

Statement of compliance

The consolidated financial statements have been prepared in accordance
with all applicable individual HKFRSs, Hong Kong Accounting Standards
("HKASs") and Interpretations (hereinafter collectively referred to as the
“HKFRS") issued by the HKICPA. The consolidated financial statements also
included the disclosure requirements of the Hong Kong Companies Ordinance
and the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”).

Basis of measurement

The consolidated financial statements have been prepared under historical
cost basis except for investment properties and certain financial instruments,
which are measured at fair value. The adoption of new or revised HKFRSs
and the impacts on the Group's consolidated financial statements, if any, are
disclosed in note 2.

It should be noted that accounting estimates and assumptions are used in
preparing these consolidated financial statements. Although these estimates
are based on management'’s best knowledge and judgement of current
events and actions, actual results may ultimately differ from those estimates.

The Company'’s financial statements have been prepared on a going
concern basis though the Company was in a net current liability position of
HK$696,822,000 as at 31 December 2018. The directors are of the opinion,
after considering the distribution of profits available from its subsidiaries
when necessary, that the Company will have sufficient cash resources to
satisfy its future working capital and other financial requirements and the
Company can be operated as a going concern for the next twelve months.

Functional and presentation currency

The consolidated financial statements are presented in Hong Kong Dollars
(“HKS$"), which is also the functional currency of the Company and all values
are rounded to the nearest thousand (“HK$'000") unless otherwise stated.
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4. SIGNIFICANT ACCOUNTING POLICIES

4.1

Business combination and basis of consolidation

The consolidated financial statements comprise the financial statements of
the Company and its subsidiaries. Inter-company transactions and balances
between group companies together with unrealised profits are eliminated in
full in preparing the consolidated financial statements. Unrealised losses are
also eliminated unless the transaction provides evidence of impairment on
the asset transferred, in which case the loss is recognised in 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 effective dates of acquisition or up to the effective dates of disposal,
as appropriate. Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies into line with
those used by other members of the Group.

Acquisition of subsidiaries or businesses is accounted for using 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 acquire 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 non-controlling interest 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 HKFRSs. Acquisition-related costs incurred are expensed
unless they are incurred in issuing equity instruments in which case the costs
are deducted from equity.

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 (a 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.

Contingent consideration balances arising from business combinations
whose acquisition dates preceded 1 January 2010 (i.e. the date the Group
first applied HKFRS 3 (2008)) have been accounted for in accordance with
the transition requirements in the standard. Such balances are not adjusted
upon first application of the standard. Subsequent revisions to estimates of
such consideration are treated as adjustments to the cost of these business
combinations and are recognised as part of goodwill.

Changes in the Group's interests in subsidiaries that do not result in a loss of
control are accounted for as equity transactions. The carrying amounts of the
Group's interest and the non-controlling interests are adjusted to reflect the
changes in their relative interests in the subsidiaries. Any difference between
the amount by which the non-controlling interests is adjusted and the fair
value of the consideration paid or received is recognised directly in equity and
attributed to owners of the Company.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.1

4.2

4.3

44

Business combination and basis of consolidation (Continued)

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 interests. 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 is the amount of those interests
at initial recognition plus such non-controlling interests’ share of subsequent
changes in equity. Total comprehensive income is attributed to such non-
controlling interests even if this results in the 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.

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.

Structured entities

The collective investment instruments of the Group are structured entities
as defined under HKFRS 12. If the Group operates such an investment
instrument acting as an agent primarily in the interests of investors, this
structured entity is not consolidated. Investments in such investment
instruments held by the Group are recognised as financial instruments. If
the Group acts as principal primarily in its own interests, the investment
instrument is consolidated.

Associates

An associate is an entity over which the Group has significant influence and
that is neither a subsidiary nor a joint arrangement. Significant influence is
the power to participate in the financial and operating policy decisions of the
investee but not control or joint control over those policies.

Associates are accounted for using the equity method whereby they are
initially recognised at cost and thereafter, their carrying amount are adjusted
for the Group's share of the post-acquisition change in the associates’ net
assets except that losses in excess of the Group's interest in the associate are
not recognised unless there is an obligation to make good those losses.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

44

4.5

Associates (Continued)

Profits and losses arising on transactions between the Group and its
associates are recognised only to the extent of unrelated investors’ interests
in the associate. The investor's share in the associate’s profits and losses
resulting from these transactions is eliminated against the carrying value of
the associate. Where unrealised losses provide evidence of impairment of the
asset transferred they are recognised immediately in profit or loss.

Any premium paid for an associate above the fair value of the Group’s share
of the identifiable assets, liabilities and contingent liabilities acquired is
capitalised and included in the carrying amount of the associate. Where there
is objective evidence that the investment in an associate has been impaired,
the carrying amount of the investment is tested for impairment in the same
way as other non-financial assets. Accounting policies on impairment of
interests in associates are described in note 4.7 below.

Joint arrangements

The group is a party to a joint arrangement where there is a contractual
arrangement that confers joint control over the relevant activities of the
arrangement to the group and at least one other party. Joint control is
assessed under the same principles as control over subsidiaries.

The group classifies its interests in joint arrangements as either:

e Joint ventures: where the group has rights to only the net assets of the
joint arrangement; or

e Joint operations: where the group has both the rights to assets and
obligations for the liabilities of the joint arrangement.

In assessing the classification of interests in joint arrangements, the Group
considers:

e The structure of the joint arrangement;

e The legal form of joint arrangements structured through a separate
vehicle;

e The contractual terms of the joint arrangement agreement; and

e Any other facts and circumstances (including any other contractual
arrangements).

Any premium paid for an investment in a joint venture above the fair value
of the Group's share of the identifiable assets, liabilities and contingent
liabilities acquired is capitalised and included in the carrying amount of
the investment in joint venture. Where there is objective evidence that the
investment in a joint venture has been impaired the carrying amount of the
investment is tested for impairment in the same way as other non-financial
assets.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.6

4.7

Goodwill

Goodwill is initially recognised at cost being the excess of the aggregate of
consideration transferred and the amount recognised for non-controlling
interests over the fair value of identifiable assets, liabilities and contingent
liabilities acquired. The consideration transferred is measured at the
aggregate of fair values, at the date of exchange, of assets given, liabilities
incurred or assumed, and equity instruments issued by the Group.

Where the fair value of identifiable assets, liabilities and contingent
liabilities exceed the fair value of consideration paid, the amount of any non-
controlling interests in the acquiree and the acquisition date fair value of
the acquirer’s previously held equity interest in the acquiree, the excess is
recognised in profit or loss on the acquisition date, after re-assessment.

Goodwill is measured at cost less accumulated impairment losses. For
the purpose of impairment testing, goodwill arising from an acquisition is
allocated to each of the relevant cash generating units that are expected to
benefit from the synergies of the acquisition. A cash generating unit is the
smallest identifiable group of assets that generates cash inflows that are
largely independent of the cash inflows from other assets or groups of assets.
A cash generating unit to which goodwill has been allocated is tested for
impairment annually, and whenever there is an indication that the unit may
be impaired.

For goodwill arising on an acquisition in a financial year, the cash generating
unit ("CGU") to which goodwill has been allocated is tested for impairment
before the end of that financial year. When the recoverable amount of the
CGU is less than the carrying amount of the unit, the impairment loss is
allocated to reduce the carrying amount of any goodwill allocated to the
unit first, and then to the other assets of the unit pro-rata on the basis of the
carrying amount to each asset in the unit. However, the loss allocated to each
asset will not reduce the individual asset's carrying amount to below its fair
value less cost of disposal (if measurable) or its value-in-use (if determinable),
whichever is the higher. Any impairment loss for goodwill is recognised in
profit or loss and is not reversed in subsequent periods.

Impairment of non-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:

e property, plant and equipment;

e prepaid land lease payments;

e intangible assets; and

e interests in subsidiaries, associates and joint ventures.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.7

4.8

Impairment of non-financial assets (Continued)

If the recoverable amount (i.e. the higher 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 in profit or loss immediately,
unless the relevant asset is carried at a revalued amount under another
HKFRS, in which case the impairment loss is treated as a revaluation decrease
under that HKFRS.

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 in profit or loss immediately.

Value in use is based on the estimated future cash flows expected to be
derived from the asset or cash generating unit (note 4.6), 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.

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.

(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)  Both entities are joint ventures of the same third party.

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

(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).
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
4.8 Related parties (Continued)

(b)  (Continued)

(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 parent of the Group.

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

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

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

(iii) dependents of that person or that person’s spouse or domestic
partner.

4.9 Property, plant and equipment

Buildings held for own use which are situated on leasehold land, where
the fair value of the buildings could be measured separately from the fair
value of the leasehold land at the inception of the lease, and other items
of plant and equipment, other than construction in progress (“CIP"), are
stated at acquisition cost less accumulated depreciation and any identified
impairment.

The cost of an asset comprises its purchase price and any directly attributable
costs of bringing the asset to the working condition and location for its
intended use.

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 in the year in which they are
incurred.

Depreciation is provided to write off the cost less their estimated residual
values over their estimated useful lives, using straight-line method, at the
following rates per annum:

Over the terms of the leases or estimated
useful lives, ranging between 10 years and
50 years, whichever is shorter

Over the terms of the leases, or estimated
useful life of 5 years, whichever is shorter

Plant and machinery 6% to 20%

Furniture, fixtures and office 6% to 50%
equipment

Motor vehicles

Land and buildings

Leasehold improvements

9% to 30%
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.9

Property, plant and equipment (Continued)

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

CIP, which mainly represents renovation work on buildings and installation of
machinery, is stated at cost less any impairment losses. Cost comprises direct
costs incurred during the periods of construction, installation and testing.
CIP is reclassified to the appropriate class of property, plant and equipment
when substantially all the activities necessary to prepare the assets for their
intended use are completed. No depreciation is provided for in respect of CIP
until it is completed and ready for its intended use.

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

4.10 Investment properties

4.1

Investment properties are land and/or buildings which are owned or
held under a leasehold interest to earn rental income and/or for capital
appreciation.

When the Group holds a property interest under an operating lease to earn
rental income and/or for capital appreciation, the interest is classified and
accounted for as an investment property on a property-by-property basis. Any
such property interest which has been classified as an investment property is
accounted for as if it were held under a finance lease.

On initial recognition, investment property is measured at cost, including
any directly attributable expenditure. Subsequent to initial recognition,
investment property is stated at fair value. Fair value is determined by
external professional valuers, with sufficient experience with respect to both
the location and the nature of the investment property. The carrying amounts
recognised in the consolidated statement of financial position reflect the
prevailing market conditions at the reporting date.

Gains or losses arising from either change in the fair value or the sale of an
investment property are included in profit or loss in the period in which they
arise.

Leases

An arrangement, comprising a transaction or a series of transactions, is or
contains a lease if the Group determines that the arrangement conveys a
right to use a specific asset or assets for an agreed period of time in return for
a payment or a series of payments. Such a determination is made based on an
evaluation of the substance of the arrangement and is regardless of whether
the arrangement takes the legal form of a lease.

(i) The Group as lessee

Leases which do not transfer substantially all the risks and rewards
of ownership to the Group are classified as operating leases. Where
the Group has the right to use of assets held under operating leases,
payments made under the leases are charged to profit or loss
using straight-line method over the lease terms except where an
alternative basis is more representative of the time pattern of benefits
to be derived from the leased assets. Lease incentives received are
recognised in profit or loss as an integral part of the aggregate net lease
payments made. Contingent rental are charged to profit or loss in the
year in which they are incurred.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)
4.11 Leases (Continued)

()

(ii)

The Group as lessee (Continued)

Where the Group acquires the use of assets under finance lease, the
amounts representing the fair value of the leased asset, or, if lower,
the present value of the minimum lease payments, of such assets is
included in fixed assets and the corresponding liabilities, net of finance
charges, are recorded as obligations under finance lease. Subsequent
accounting for assets under finance lease agreements corresponds
to those applied to comparable acquired assets. The corresponding
finance lease liability is reduced by lease payments less finance
charges.

Finance charges implicit in the lease payments are charged to profit or
loss over the period of the leases so as to produce an approximately
constant periodic rate of charge on the remaining balance of the
obligations for each accounting period. Contingent rentals charged to
profit or loss in the accounting period in which they are incurred.

The Group as lessor

Assets leased out under operating leases are measured and presented
according to the nature of the assets. Initial direct costs incurred in
negotiating and arranging an operating lease are added to the carrying
amount of the leased asset and recognised as an expense over the lease
term on the same basis as rental income.

Rental income receivable from operating leases is recognised in profit
or loss on the straight-line method over the periods covered by the
lease term, except where an alternative basis is more representative of
the pattern of benefits to be derived from the use of the leased asset.
Lease incentives granted are recognised in profit or loss as an integral
part of the aggregate net lease payments receivable. Contingent rentals
are recognised as income in the accounting period in which they are
earned.

(iii) Prepaid land lease payments

Prepaid land lease payments are up-front payments to acquire the long-
term interests in usage of land on which the buildings are situated.
These payments are stated at cost less accumulated amortisation and
any impairment loss. Amortisation is calculated using straight-line
method over the respective lease terms.

4.12 Intangible assets

()

Acquired intangible assets

Intangible assets acquired separately are initially recognised at cost.
The cost of intangible assets acquired in a business combination is fair
value at the date of acquisition. Subsequently, intangible assets with
definite useful lives are carried at cost less accumulated amortisation
and accumulated impairment losses.

Amortisation is provided on a straight-line basis over their useful lives
as follows. Intangible assets with indefinite useful lives are carried at
cost less any accumulated impairment losses. The amortisation expense
is recognised in profit or loss.

Supplier and distribution networks 10 years
Brand names 10 years
Patents 10 years

Intangible assets with indefinite useful lives shall not be amortised.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
4.12 Intangible assets (Continued)

(ii)

(iii)

Internally generated intangible assets (research and
development costs)

Expenditure on internally developed products is capitalised if it can be
demonstrated that:

e itis technically feasible to develop the product for it to be sold;

e adequate resources are available to complete the development;
e thereis an intention to complete and sell the product;
e the Group is able to sell the product;

e sale of the product will generate future economic benefits; and

e expenditure on the project can be measured reliably.

Capitalised development costs are amortised over the periods the
Group expects to benefit from selling the products developed. The
amortisation expense is recognised in profit or loss.

Development expenditure not satisfying the above criteria and
expenditure on the research phase of internal projects are recognised in
profit or loss as incurred.

Impairment

Intangible assets with definite useful lives are tested for impairment
when there is an indication that an asset may be impaired. Intangible
assets with indefinite useful lives and intangible assets not yet available
for use are tested for impairment annually, irrespective of whether
there is any indication that they may be impaired. Intangible assets are
tested for impairment by comparing their carrying amounts with their
recoverable amounts (note 4.7).

If the recoverable amount 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.

When an impairment loss subsequently reverses, the carrying amount
of the asset is increased to the revised estimate of its recoverable
amount; however, the carrying amount should not be increased above
the lower of its recoverable amount and the carrying amount that
would have resulted had no impairment loss been recognised for the
asset in prior years. All reversals are recognised in the profit or loss
immediately.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.13A 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.

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.

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.
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Citychamp Watch & Jewellery Group Limited

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.13A Financial instruments (accounting policies applied from
1 January 2018) (Continued)

(i)

(ii)

Financial assets (Continued)

Debt instruments (Continued)

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.

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
on derecognition. 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)

4.13A 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
using HKFRS 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 at amortised cost or at FVOCI, 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.

For the due from clients and due from banks, except for precious metal,
ECL is determined by reference to the estimation of the exposure
at default ("EAD"), probability of default ("PD") as well as a loss
given default ("LGD"). The 12-months and lifetime PDs represent
the probability of default occurring over the next 12 months and the
remaining maturity of the instrument respectively. The EAD represents
the expected balance at default, taking into account the repayment
of principal and interest from the reporting date to the default event
together with any expected drawdowns of committed facilities. The
LGD represents expected losses on the EAD given the event of default,
taking into account, among other attributes, the mitigating effect of
collateral value at the time it is expected to be realised and the time
value of money.

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 assumes that the credit risk on a financial asset has
increased significantly if it is more than 30 days past due.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.13A Financial instruments (accounting policies applied from
1 January 2018) (Continued)

(ii)

(iii)

Impairment loss on financial assets (Continued)

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) the financial asset is more than 90 days past due.

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.

Financial liabilities

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.

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.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.13A Financial instruments (accounting policies applied from
1 January 2018) (Continued)

(iii)

(iv)

(v)

(vi)

Financial liabilities (Continued)

Financial liabilities at fair value through profit or loss
(Continued)

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.

Financial liabilities at amortised cost

Financial liabilities at amortised cost including trade payables,
borrowings, corporate bonds, subordinate debt and other financial
liabilities 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.

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

Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer
to make specified payments to reimburse the holder for a loss it
incurs because a specified debtor fails to make payment when due in
accordance with the original or modified terms of a debt instrument. A
financial guarantee contract issued by the Group and not designated
as at fair value through profit or loss is recognised initially at its fair
value less transaction costs that are directly attributable to the issue
of the financial guarantee contract. Subsequent to initial recognition,
the Group measures the financial guarantee contact at the higher of:
(i) the amount of the loss allowance, being the ECL provision measured
in accordance with principles of the accounting policy set out in
4.13(ii); and (i) the amount initially recognised less, when appropriate,
cumulative amortisation recognised in accordance with the principles
of HKFRS 15.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.13A Financial instruments (accounting policies applied from
1 January 2018) (Continued)
(vii) 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 HKFRS 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.

4.13B Financial Instruments (accounting policies applied until 31 December
2017)

(0

Financial assets

The Group’s financial assets are classified as trading portfolio
investments, loans and receivables, available-for-sale financial
assets, held-to-maturity investments and derivative financial assets.
Management determines the classification of its financial assets at
initial recognition depending on the purpose for which the financial
assets were acquired and where allowed and appropriate, re-evaluates
this designation at the end of each reporting period.

All financial assets are recognised when, and only when, the Group
becomes a party to the contractual provisions of the instrument.
Regular way purchases and sales of financial assets are recognised on
trade date, that is, the date that the Group commits to purchase or
sell the asset. When financial assets are recognised initially, they are
measured at fair value, plus, in the case of investments not at fair value
through profit or loss, directly attributable transaction costs.

De-recognition of financial assets occurs when the rights to receive cash
inflows from the investments expire or are transferred and substantially
all of the risks and rewards of ownership have been transferred.

At the end of each reporting period, financial assets are reviewed to
assess whether there is objective evidence of impairment. If any such
evidence exists, impairment loss is determined and recognised based
on the classification of the financial asset.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.13B Financial Instruments (accounting policies applied until 31 December
2017) (Continued)

(i)
(a)

(b)

Financial assets (Continued)
Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss mainly represent
trading portfolio investments, which are mainly financial assets held
for trading and they may be designated upon initial recognition as at
fair value through profit or loss. They are classified as held for trading
if they are acquired for the purpose of selling in the near term, or it is
part of a portfolio of identified financial instruments that are managed
together and for which there is evidence of a recent pattern of short-
term profit-taking.

Financial assets may be designated at initial recognition as at fair value
through profit or loss if the following criteria are met:

—  the designation eliminates or significantly reduces the
inconsistent treatment that would otherwise arise from
measuring the assets or recognising gains or losses on them on a
different basis; or

—  the assets are part of a group of financial assets which are
managed and their performance is evaluated on a fair value basis,
in accordance with a documented risk management strategy
and information about the group of financial assets is provided
internally on that basis to the key management personnel; or

—  the financial asset contains an embedded derivative that would
need to be separately recorded.

Subsequent to initial recognition, the financial assets included in
this category are measured at fair value with changes in fair value
recognised in profit or loss. Fair value is determined by reference
to active market transactions or using a valuation technique where
no active market exists. Fair value gain or loss does not include
any dividend or interest earned on these financial assets. Dividend
and interest income is recognised in accordance with the Group's
accounting policies in note 4.19.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
These are subsequently measured at amortised cost using the effective
interest method, less any impairment losses. Amortised cost is
calculated taking into account any discount or premium on acquisition
and includes fees and costs that are an integral part of the effective
interest rate and transaction cost.

4,
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)
4.13B Financial Instruments (accounting policies applied until 31 December
2017) (Continued)

()
(b)

(9}

(d)

Financial assets (Continued)

Loans and receivables (Continued)

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.

Available-for-sale financial assets
These include non-derivative financial assets that do not qualify for
inclusion in any of the other categories of financial assets.

All financial assets within this category are subsequently measured at
fair value. Gain or loss arising from a change in the fair value excluding
any dividend and interest income is recognised in other comprehensive
income and accumulated separately in the investment revaluation
reserve in equity, except for impairment losses (see the policy below)
and foreign exchange gains and losses on monetary assets, until the
financial asset is derecognised, at which time the cumulative gain or
loss previously recognised in equity would be recycled to profit or loss.
Interest calculated using the effective interest method is recognised
in profit or loss. Upon disposal, the cumulative gain or loss previously
recognised in equity is transferred to profit or loss.

For available-for-sale investment in equity securities 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 at the end of each reporting
period subsequent to initial recognition.

Investments in convertible bonds
The component parts of the convertible instruments are classified
separately as debt component and conversion option derivative.

At the date of acquisition of investments in convertible bonds,
the initial value of the debt component is the residual value after
separating out the initial fair value of conversion option component. In
subsequent periods, the debt component of the convertible instruments
is carried at amortised cost using the effective interest method. The
conversion option derivative is measured at fair value with changes in
fair value recognised in profit or loss.

Transaction costs that relate to the acquisition of the convertible
investments are allocated to debt and derivative components in
proportion to their relative fair values. Transaction costs relating to
the derivative components are charged to profit loss immediately.
Transaction costs relating to the debt component are included in the
carrying amount of the debt portion and amortised over the period of
the convertible instruments using the effective interest method.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.13B Financial Instruments (accounting policies applied until 31 December
2017) (Continued)

(i)
(e)

()

Financial assets (Continued)

Due from banks and clients

Balances due from banks and clients include non—derivative financial
assets with fixed or determinable payments that are not quoted in an
active market, other than:

e Those that the Group intends to sell immediately or in the
near term and those that the Group, upon initial recognition,
designates as at FVTPL;

e Those that the Group, upon initial recognition, designates as
available-for-sale; or

e Those for which the Group may not recover substantially all of its
initial investment, other than because of credit deterioration.

After initial measurement, amounts due from banks and clients are
subsequently measured at amortised cost using the effective interest
method, less allowance for impairment. Amortised cost is calculated
by taking into account any discount or premium on acquisition and
fees and costs that are an integral part of the effective interest rate.
Therefore, the Group recognises interest income using a rate of return
that represents the best estimate of a constant rate of return over the
expected behavioural life of the loan, hence, recognising the effect
of potentially different interest rates charged at various stages, and
other characteristics of the product life cycle (prepayments, penalty
interest and charges). If expectations are revised the adjustment is
booked a positive or negative adjustment to the carrying amount in
the consolidated statement of financial position with an increase or
reduction in interest income. The adjustment is subsequently amortised
through interest and similar income in the profit or loss.

Securities borrowing and lending transactions

Securities borrowing and lending transactions are backed by collateral.
In such transactions, the Group lends or borrows securities against
securities or cash deposits as collateral. The Group also borrows
securities from the securities portfolios of individual clients. Shares
and debt instruments are used for securities borrowing and lending
operations. Securities received or delivered within the scope of
securities borrowing or lending transactions are recognised or
derecognised in the consolidated statement of financial position only
if control over the contractual rights connected with the securities is
transferred.

In securities lending operations, the cash deposit received is recognised
under “cash and deposits” in the consolidated statement of financial
position and a corresponding liability is recognised under “cash
deposits for loaned securities”.

In securities borrowing transactions, the cash deposit made is
eliminated from the consolidated statement of financial position and a
corresponding receivable is recognised.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.13B Financial Instruments (accounting policies applied until 31 December
2017) (Continued)

(i)
(9)

(h)

Financial assets (Continued)

Financial assets held/sold under resale/repurchase
agreements

Financial assets held under resale agreements are transactions that the
Group acquires financial assets which will be resold at a predetermined
price in the future date under resale agreements. Financial assets sold
under repurchase agreements are transactions that the Group sells
financial assets which will be repurchased at a predetermined price in
the future date under repurchase agreements.

The cash advanced or received is recognised as amounts held under
the resale and repurchase agreements in the consolidated statement of
financial position. Assets held under resale agreements are recorded in
memorandum accounts as off-balance sheet items. Assets sold under
repurchase agreements continue to be recognised in the consolidated
statement of financial position.

The difference between the sale and repurchase consideration, and that
between the purchase and resale consideration, are amortised over the
period of the respective transaction using the effective interest method
and are included in interest income and interest expense respectively.

Held to maturity investments

Held-to-maturity investments are non-derivative financial assets with
fixed or determinable payments and fixed maturity for which the Group
has the positive intention and ability to hold to maturity, other than
(a) those that the Group, upon initial recognition, designates as at fair
value through profit or loss or as available-for-sale; and (b) those that
meet the definition of loans and receivables.

Held-to-maturity investments are carried at amortised cost using the
effective interest method less any impairment losses.

If, as a result of a change in intention or ability, it is no longer
appropriate to classify an investment as held-to-maturity, it shall be
reclassified as available-for-sale and remeasured at fair value.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.13B Financial Instruments (accounting policies applied until 31 December
2017) (Continued)

(i)
0]

Financial assets (Continued)

Impairment of financial assets

At the end of each reporting period, financial assets other than at
fair value through profit or loss are reviewed to determine whether
there is any objective evidence of impairment. If any such evidence
exists, impairment loss is determined and recognised based on the
classification of the financial asset. Objective evidence of impairment of
individual financial assets includes observable data that comes to the
attention of the Group about one or more of the following loss events:

significant financial difficulty of the debtor;

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

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

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

Loss events in respect of a group of financial assets include observable
data indicating that there is a measurable decrease in the estimated
future cash flows from the group of financial assets. Such observable
data includes but not limited to adverse changes in the payment status
of debtors in the group and, national or local economic conditions that
correlate with defaults on the assets in the group.

If any such evidence exists, the impairment loss is measured and
recognised as follows:

- Due from banks and clients

At each reporting date, a credit assessment is made to see if there
are objective indications that the contractually owed amount
may not be recovered in full. If there are such indications, specific
value adjustments for credit risks are made on these impaired
loans. Specific value adjustments for credit risks are recognised
in the consolidated statement of financial position as write-
downs of the carrying amount of the loan in question. The value
adjustment is measured on the basis of the difference between
the carrying amount of the receivable and the prospective
recoverable amount, discounted at the effective interest rate
determined in the initial recognition in consideration of the
net proceeds from the realisation of any collateral. Loans with
variable interest rates are discounted at the effective interest rate.
If there are changes with regard to the amount and the timing of
expected future cash flows compared to previous estimates, the
value adjustment for credit risks is adjusted and recognised in
profit or loss.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)
4.13B Financial Instruments (accounting policies applied until 31 December
2017) (Continued)
(i)  Financial assets (Continued)
(i) Impairment of financial assets (Continued)

Due from banks and clients (Continued)

Non-performing loans are receivables for which the contractually
agreed capital and/or payments are overdue by more than 90
days and where there are no clear indications that they may be
recovered by later payments or the sale of collateral. Interest
more than 90 days overdue is subject to value adjustment, and is
only recorded in the profit or loss when it is paid. Loans are fixed
without interest when their collectability is so doubtful that an
accrual can no longer be considered reasonable. Non-performing
loans that are classified as completely or partially unrecoverable
are eliminated and charged to a specific value adjustment if one
exists.

Impaired loans are reclassified at full value if the outstanding
capital and interest is once again paid on time according to
contractual agreements and if further credit risk requirements
are fulfilled. The recovery of loans that had previously been
written off and taken off the books is recorded in profit or loss.
The existing procedures for the determination and calculation of
specific value adjustments results in a comprehensive assessment
of loans; accordingly, portfolio value adjustments are generally
unnecessary. Realised income from loans that are sold before
their maturity or repaid early are recorded in profit or loss.

Financial assets carried at amortised cost, other than due from
banks and clients

A provision for impairment of loans and receivables is established
when there is objective evidence that the Group will not be able
to collect all amounts due according to the original terms of the
receivables. The amount of impairment loss is measured as the
difference between the asset’s carrying amount and the present
value of estimated future cash flows discounted at the financial
asset's original effective interest rate (i.e. the effective interest
rate computed at initial recognition). The amount of the loss is
recognised in profit or loss of the year in which the impairment
occurs.

If, in subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an event
occurring after the impairment was recognised, the previously
recognised impairment loss is reversed to the extent that it does
not result in a carrying amount of the financial asset exceeding
what the amortised cost would have been had the impairment
not been recognised at the date the impairment is reversed. The
amount of the reversal is recognised in profit or loss of the year in
which the reversal occurs.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 4. FEETBE(E)
4.13B Financial Instruments (accounting policies applied until 31 December LIBEMIA(ZE—LF+=-A=+—H
2017) (Continued) RIER 25T EER) (8)
(i)  Financial assets (Continued) (i) =@EEE)
(i) Impairment of financial assets (Continued) (i) SWMEERE(E)

- Available-for-sale financial assets

When a decline in the fair value of an available-for-sale financial
asset has been recognised directly in equity and there is objective
evidence that the asset is impaired, an amount is removed from
equity and recognised in profit or loss as an impairment loss.
That amount is measured as the difference between the asset’s
acquisition cost (net of any principal repayment and amortisation)
and current fair value, less any impairment loss on that asset
previously recognised in profit or loss.

Reversals of impairment for investment in equity instruments
classified as available-for-sale are not recognised in profit or
loss. The subsequent increase in fair value is recognised in other
comprehensive income.

(ii) Financial liabilities

The Group's financial liabilities are classified as financial liabilities at
fair value through profit or loss and financial liabilities at amortised
cost. Management determines the classification of its financial
liabilities at initial recognition depending on the purpose for which the
financial liabilities were incurred.

Financial liabilities are recognised when the Group becomes a party
to the contractual provisions of the instrument. 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.

A financial liability is de-recognised when the obligations specified in
the relevant contract are discharged, cancelled or expires.

Where an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing
liability are substantially modified, such an exchange or modification is
treated as a de-recognition of the original liability and the recognition
of a new liability, and the difference in the respective carrying amount
is recognised in profit or loss.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)
4.13B Financial Instruments (accounting policies applied until 31 December

201
(ii)
(a)

(b)

(iii)

(iv)

7) (Continued)
Financial liabilities (Continued)
Borrowings, corporate bonds and subordinated debt
Borrowings, corporate bonds and subordinated debt are subsequently
measured at amortised cost, using the effective interest method.
Any difference between the proceeds (net of transaction costs) and
the settlement or redemption of borrowings, corporate bonds and
subordinated debt is recognised over the terms of the borrowings,
corporate bonds and subordinated debt. All interest related charges
are recognised in accordance with the Group's accounting policy for
borrowing costs as set out in note 4.22.

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

Other financial liabilities

Subsequent to initial recognition, other financial liabilities are
measured at amortised cost less settlement payments, using the
effective interest method.

Derivative financial instruments

Derivative financial instruments, in individual contracts or separated
from hybrid financial instruments, are initially recognised at fair value
on the date when the derivative contract is entered into. At the end of
each reporting period, the fair value is re-measured. Gain or loss arising
from changes in fair value is charged immediately to profit or loss for
the year, except where the derivatives qualify for cash flow hedge
accounting or hedge the net investment in a foreign operation, in which
case recognition of any resultant gain or loss depends on the nature of
the item being hedged.

Financial guarantees issued

A financial guarantee contract is a contract that requires the issuer (or
guarantor) to make specified payments to reimburse the holder (or the
beneficiary of the guarantee) for a loss it incurs because a specified
debtor fails to make payment when due in accordance with the terms
of a debt instrument.

Where the Group issues a financial guarantee, the fair value of the
guarantee is initially recognised as deferred income within other
liabilities. Where consideration is received or receivable for the issuance
of the guarantee, the consideration is recognised in accordance with
the Group'’s policies applicable to that category of asset. Where no
such consideration is received or receivable, an immediate expense
is recognised in profit or loss on initial recognition of any deferred
income.

The amount of the guarantee initially recognised as deferred income
is amortised in profit or loss over the term of the guarantee as income
from financial guarantee issued. In addition, provisions are recognised
in accordance with note 4.17 if and when it becomes probable that the
holder of the guarantee will call upon the Group under the guarantee
and the amount of that claim on the Group is expected to exceed
the current carrying amount, i.e. the amount initially recognised less
accumulated amortisation, where appropriate.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.14 Inventories

Inventories are initially recognised at cost, and subsequently at the lower
of cost and net realisable value. Cost is determined using weighted average
basis, and in the case of work-in-progress and finished goods, comprises
direct materials, direct labour and an appropriate proportion of overheads.
Net realisable value is the estimated selling price in the ordinary course
of business less any applicable selling expense and the estimated costs
necessary to make the sale.

4.15 Cash and cash equivalents
Cash and cash equivalents include cash and bank balances, demand deposits
with banks, and short-term highly liquid investments with original maturities
of three months or less that are readily convertible to a known amount of
cash and subject to an insignificant risk of changes in values.

4.16 Government grants

Government grants are recognised 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 revenue 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 deferred and recognised in profit or loss
over the useful life of the asset.

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

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

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

Contingent liabilities are recognised in the course of the allocation
of purchase price to the assets and liabilities acquired in a business
combination. They are initially measured at fair value at the date of
acquisition and subsequently measured at the higher of the amount that
would be recognised in a comparable provision as described above and
the amount initially recognised less any accumulated amortisation, if
appropriate.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)
4.18 Income tax

Income tax comprises 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.

An exception to the general requirement on determining the appropriate tax
rate used in measuring deferred tax amount is when an investment property
is carried at fair value under HKAS 40 "Investment Property”. Unless the
presumption is rebutted, the deferred tax amounts on these investment
properties are measured using the tax rates that would apply on sale of these
investment properties at their carrying amounts at the reporting date. The
presumption is rebutted when the investment property is depreciable and is
held within a business model whose objective is to consume substantially
all the economic benefits embodied in the property over time, rather than
through sale.

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

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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.18 Income tax (Continued)
Current tax assets and current tax liabilities are presented in net if, and only

if,

(a)

(b)

the Group has the legally enforceable right to set off the recognised
amounts; and

intends either to settle on a net basis, or to realise the asset and settle
the liability simultaneously.

The Group presents deferred tax assets and deferred tax liabilities in net if,
and only if,

(a)

(b)

the Group has a legally enforceable right to set off current tax assets
against current tax liabilities; and

the deferred tax assets and the deferred tax liabilities relate to income
taxes levied by the same taxation authority on either:

(i)  the same taxable entity; or

(i) different taxable entities which intend either to settle current
tax liabilities and assets on a net basis, or to realise the assets
and settle the liabilities simultaneously, in each future period in
which significant amounts of deferred tax liabilities or assets are
expected to be settled or recovered.

4.19 Revenue recognition (accounting policies applied from 1 January
2018)

i)

Revenue from contract with customers

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.

Depending on the terms of the contract and the laws that apply to the
contract, control of the goods or service may be transferred over time
or at a point in time. Control of the goods or service is transferred over
time if the Group's performance:

e provides all of the benefits received and consumed
simultaneously by the customer;

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

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

4.19 Revenue recognition (accounting policies applied from 1 January
2018) (Continued)

i)

(a)

Revenue from contract with customers (Continued)

If control of the goods or services transfers over time, revenue is
recognised over the period of the contract by reference to the progress
towards complete satisfaction of that performance obligation.
Otherwise, revenue is recognised at a point in time when the customer
obtains control of the goods or service.

When the contract contains a financing component which provides
the customer a significant benefit of financing the transfer of goods or
services to the customer for more than one year, revenue is measured
at the present value of the amounts receivable, discounted using
the discount rate that would be reflected in a separate financing
transaction between the Group and the customer at contract inception.
Where the contract contains a financing component which provides a
significant financing benefit to the Group, revenue recognised under
that contract includes the interest expense accreted on the contract
liability under the effective interest method. For contracts where the
period between the payment and the transfer of the promised goods
or services is one year or less, the transaction price is not adjusted for
the effects of a significant financing component, using the practical
expedient in HKFRS 15.

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.

Service fees and commission income

Service fees and commission income is generally recognised when the
corresponding service is provided.

Service fees and commission income are recognised at a point in time
when the relevant services such as broking services, provided to the
customers and there is no unfulfilling performance obligation after
services rendering. Custody account services and asset management
service is recognised over time so as to depict the pattern of delivery of
services.

Origination or commitment fees received/paid by the Group which
result in the creation or acquisition of a financial asset are deferred and
recognised as an adjustment to the effective interest rate. When a loan
commitment is not expected to result in the draw-down of a loan, loan
commitment fees are recognised.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.19 Revenue recognition (accounting policies applied from 1 January
2018) (Continued)

i)
(b)

ii)
(a)

Revenue from contract with customers (Continued)

Sales of goods

Revenue from sales of goods is recognised at a point in time as when
the control of the goods has been transferred to the customer and there
is no unfulfilling performance obligation after the acceptance of the
goods.

Revenue recognition (accounting policies applied until 31 December
2017)

Sales of goods are recognised upon transfer of significant risks and
rewards of ownership to the customer. This is usually taken as the
time when the goods are delivered and the customer has accepted the
goods. Revenue excludes any value-added tax, rebates and discounts.

Revenue from other sources

Interest income

Interest income arising from the use of entity assets by others is
recognised in profit or loss based on the duration and the effective
interest rate. Interest income includes the amortisation of any discount
or premium or other differences between the initial carrying amount of
an interest bearing instrument and its amount at maturity calculated on
an effective interest rate basis.

The effective interest method is a method of calculating the amortised
cost of financial assets and liabilities and of allocating the interest
income and interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated future
cash payments or receipts through the expected life of the financial
instrument or, when appropriate, a shorter period to the net carrying
amount of the financial instrument. When calculating the effective
interest rate, the Group estimates cash flows considering all contractual
terms of the financial instrument (for example, call and similar options)
but does not consider future credit losses. The calculation includes all
fees and interests paid or received between parties to the contract that
are an integral part of the effective interest rate, transaction costs and
all other premiums or discounts.

Interest on the impaired financial assets is recognised using the rate of
interest used to discount future cash flows (“unwinding of discount”)
for the purpose of measuring the related impairment loss.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

4.19 Revenue recognition (accounting policies applied from 1 January
2018) (Continued)

ii)
(b)

(9]

Revenue from other sources (Continued)

Rental income

Rental income under operating leases is recognised on straight-line
method over the term of the relevant lease.

Dividend income
Dividend is recognised when the right to receive the dividend is
established.

4.20 Retirement benefits
Retirement benefits to employees are provided through defined contribution
plans and defined benefit pension plans.

(0]

Defined contribution plans

A defined contribution plan is a pension plan under which the Group
pays fixed contributions into a separate entity. The Group has no legal
or constructive obligations to pay further contributions after payment of
the fixed contribution.

The contributions recognised in respect of defined contribution plans
are expensed as they fall due. Liabilities and assets may be recognised if
underpayment or prepayment has occurred and are included in current
liabilities or current assets as they are normally of a short-term nature.

The Group also operates a defined contribution Mandatory Provident
Fund retirement benefits scheme (the “MPF Scheme”) under the
Mandatory Provident Fund Schemes Ordinance, for those employees
in Hong Kong who are eligible to participate in the MPF Scheme.
Contributions are made based on a percentage of the employees’
basic salaries and are charged to profit or loss as they become
payable in accordance with the rules of the MPF Scheme. The assets
of the MPF Scheme are held separately from those of the Group in an
independently administered fund. The Group's employer contributions
vest fully with the employees when contributed into the MPF Scheme.

The employees of the Group's subsidiaries which operate in the PRC
are required to participate in a central pension scheme operated by
the local municipal government (the “Scheme”). These subsidiaries
are required to contribute certain percentage of its payroll costs
to the central pension scheme. The Scheme is responsible for the
entire pension obligations payable to the retired employees and the
Group has no further obligations for the actual pension payments or
other post-retirement benefits beyond the employer contributions.
Contributions under the Scheme are charged to profit or loss as they
become payable in accordance with the rules of the PRC.

Defined benefit pension plans define an amount of pension benefit that
an employee will receive on retirement, usually dependent on one or
more factors such as age, years of service and compensation.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)
4.20 Retirement benefits (Continued)

()

(ii)

Defined contribution plans (Continued)

The liability recognised in the consolidated statement of financial
position in respect of defined pension plans is the present value of
the defined benefit obligation at the end of the reporting period
less the fair value of plan assets. The defined benefit obligation is
calculated annually by independent actuaries using the projected unit
credit method. The present value of the defined benefit obligation is
determined by discounting the estimated future cash outflow using
interest rates of high-quality corporate bonds that are denominated
in the currency in which the benefits will be paid, and that have terms
to maturity approximating to terms of the related pension obligation.
In countries where there is no deep market in such bonds, the market
rates on government bonds are used.

Actuarial gains and losses arising from experience adjustments and
changes in actuarial assumptions are charged or credited to equity in
other comprehensive income in the period in which they arise.

Past service costs are recognised immediately in profit or loss.

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 services.

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

4.21 Share-based employee compensation
The Group operates equity-settled share-based compensation plans for
remuneration of its employees.

All employee services received in exchange for the grant of any share-
based compensation are measured at their fair values. These are indirectly
determined by reference to the share options awarded. Their value is
appraised at the grant date and excludes the impact of any non-market
vesting conditions.

Upon exercise of share options, the amount previously recognised in share
option reserve and the proceeds received net of any directly attributable
transaction costs up to the nominal value of the share issued are reallocated
to share capital with any excess being recorded as share premium. When the
share options are lapsed, forfeited or still not exercised at the expiry date, the
amount previously recognised in share option reserve will be transferred to
retained profits.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)
4.22 Borrowing costs

Borrowing costs attributable directly to the acquisition, construction or
production of qualifying assets which require a substantial period of time to
be ready for their intended use or sale, are capitalised as part of the cost of
those assets. Income earned on temporary investments of specific borrowings
pending their expenditure on those assets is deducted from borrowing costs
capitalised. Capitalisation of borrowing costs ceases when substantially all
the activities necessary to prepare the qualifying asset for its intended use or
sale are complete. All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

4.23 Foreign currency

Transactions entered into by group entities in currencies other than the
currency of the primary economic environment in which they operate (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. Exchange differences arising on the retranslation
of non-monetary items carried at fair value are included in profit or loss
for the period except for differences arising on the retranslation of non-
monetary items in respect of which gains and losses are recognised in other
comprehensive income, in which case, the exchange differences are also
recognised in other comprehensive income.

On consolidation, income and expense items of foreign operations are
translated into the presentation currency of the Group (i.e. Hong Kong
dollars) at the average exchange rates for the year, unless exchange
rates fluctuate significantly during the period, in which case, the rates
approximating to those ruling when the transactions took place are used.
All assets and liabilities of foreign operations are translated at the rate
ruling at the end of reporting period. Exchange differences arising, if any,
are recognised in other comprehensive income and accumulated in equity
as exchange reserve (attributed to non-controlling interests as appropriate).
Exchange differences recognised in profit or loss of group entities’ separate
financial statements on the translation of long-term monetary items forming
part of the Group’s net investment in the foreign operation concerned are
reclassified to other comprehensive income and accumulated in equity as
exchange reserve.

On disposal of a foreign operation, the cumulative exchange differences
recognised in the exchange reserve relating to that operation up to the date
of disposal are reclassified to profit or loss as part of the gain or loss on
disposal.

Goodwill and fair value adjustments on identifiable assets acquired arising on
an acquisition of a foreign operation on or after 1 January 2005 are treated
as assets and liabilities of that foreign operation and translated at the rate
of exchange prevailing at the end of reporting period. Exchange differences
arising are recognised in the exchange reserve.

4,

FESHEE(E)
4.22 EERA

WiE - 2R REERERKRESMEER
ERESHEZ A BEREBE ZHREG
EERA  TUERMAERZFTEEK
Kz—87n - HSAFARZEFEEZR
TEREEEIIREMREZ MAGIRE
B2 BERAHR - M aERE
ETRBIFRERGIIHE ZBABDE
e BB ERARITLL o Fr
B EMIEE R E & B 5 ) 28
1BFER

4.23 i

SEEEARSZEMTEEEZLERE
ZE ([ThEEE™ |) NGB AT 2 %
FIENRXH A2 R - IMNEE
BEENMBEDRBEHREER ZE
RI|E - LIMNEFHER A FEIIRZIF
E¥IRB HREE A FER B EAE
REFIBE - WINEBERAGEZIF
SR HBHASHNE -

RESRHAMMESRBRAMELY
DE 3 A A A B O F kB 1R
HER - BB A FEIIRZIEERE
TE B PTEE A 2 I W R AT AR R Mk
B8 - B RE AR B ERNE
EEWARERZIFEREBFELZ
PE S ERRRRON - EULBERT  EXEEE
IR E At 2 E A FERR ©

RAKRER BINERZWTIAR NF
AFYERBESAREE 2 258
(BB TT) - BRIFEIAME R KRN E -
FERBERT - AIRETRER SR 28
FERME - IABINEHCEERE
BEHUREHRREE A ZERBE - py
EXELZR(WE) REMEEKRA
FERR - W HE R N R 5T ARRRSMNE R
(FEHER R FE (5 INE it (RE ) ©
SEICREIDPN SN ipsaisE a1 Pay
REFRCRPEKRBE £5EE
BB R 2 n MK E B AR 2
ERERUBHOBEEMEESA -
Wit as A RET AR RBIMNEREH

HEBINERE  REEHEEAXE
BEBMZIMNEFRBRRZ RFELE
B BN BEENSERIERHER

mEEE— -

R-ZTTRF—F— Az &REKEEIN
EBELZBBAENEECHER
NHERBEEBELEINEH 2EER
BE  URHEHRGEE BIRERTEX
EITIRE © PTEE 4 2 T 3 Z R SN 7%
BHER °



ZZT—)\FFH 2018 Annual Report 247

4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 4, FTESHEBE(E)
4.24 Share capital and share premium 4.24 BEAR KRG EE

Ordinary shares are classified as equity. Share capital is determined using the
nominal value of shares that have been issued.

Share premium includes any premiums received on the issuance of share over
the par value. Any transaction costs associated with the issuing of shares are
deducted from the share premium (net of any related income tax benefit) to
the extent that they are incremental costs directly attributable to the equity
transaction.

Where any group company purchases the Company's equity share capital,
the consideration paid, including any directly attributable incremental costs
(net of taxes) is deducted from equity attributable to owners of the Company
until the shares are cancelled or reissued. Where such ordinary shares
are subsequently reissued any consideration received net of any directly
attributable incremental transaction costs and the related income tax effects,
is included in equity attributable to owners of the Company.

4.25 Segment reporting

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

The Group has identified the following reportable segments: (a)
manufacturing and distribution of watches and timepieces; (b) property
investments and (c) banking and financial businesses.

Each of these operating segments is managed separately as each of the
product and service lines requires different resources as well as marketing
approaches. All inter-segment transfers, if any, are carried out at arm’s length
prices.

The measurement policies the Group uses for reporting segment results under
HKFRS 8 are the same as those used in its financial statements prepared
under HKFRSs.

Segment assets include all assets but interests in associates, interests in joint
ventures, certain available-for-sale financial assets, certain trading portfolio
investments and short-term investments. In addition, corporate assets
which are not directly attributable to the business activities of any operating
segment are not allocated to a segment, which primarily applies to the
Group's headquarter.

Segment liabilities exclude corporate liabilities which are not directly
attributable to the business activities of any operating segment and are not
allocated to a segment. These include corporate bonds, borrowings and due
to related parties.

No asymmetrical allocations have been applied to reportable segments.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, the directors are required
to make judgements, estimates and assumptions about the carrying amounts of
assets and liabilities that are not readily apparent from other sources.

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

The Group makes estimates and assumptions concerning the future. Such estimates
and associated assumptions are based on historical experience and other factors
that are considered to be relevant. The resulting accounting estimates will, by
definition, rarely equal the related actual results. The estimates and assumptions
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:

Estimated impairment of goodwill

The Group tests on an annual basis whether goodwill has suffered any impairment
in accordance with the accounting policy stated in note 4.6. The recoverable
amounts of the CGUs have been determined based on value-in-use calculations
or FVLCD. These calculations require the use of judgement and estimates of the
future cash flows expected to arise from the CGUs, the timeframe for the cash
flows forecast and the suitable discount rates in order to calculate the present
value. In the process of estimating expected future cash flows management makes
assumptions about future revenues and profits. These assumptions relate to future
events and circumstances. The actual results may vary and may cause a material
adjustment to the carrying amount of goodwill within the next financial year.
Determining the appropriate discount rate involves estimating the appropriate
adjustment for market risk and for asset specific risk factors. Details in impairment
assessment are set out in note 33 to the consolidated financial statements.
Calculation of FVLCD involves the selection of valuation model, adoption of key
assumption, and input data, which are subject to management judgement.

Provision for inventories

In determining the amount of allowance required for obsolete and slow-moving
inventories, the Group would evaluate ageing analysis of inventories and compare
the carrying value of inventories to their respective estimated net realisable
value. The assessment of the provision involves management judgement and
estimates. Where the actual outcome or expectation in future is different from the
original estimate, such differences will impact the carrying value of inventories
and provision charge/write-back in the period in which such estimate has been
changed.

Depreciation and amortisation

The Group depreciates and amortises its property, plant and equipment and
intangible assets with definite useful lives using straight-line method over their
respective estimated useful lives, starting from the date on which the assets are put
into productive use, in accordance with accounting policy stated in notes 4.9 and
4.12. The estimated useful lives reflect the directors’ estimate of the period that the
Group intends to derive future economic benefits from the use of these assets.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY (Continued)

Estimated impairment of trade and other receivables

The Group's management determines the provision for impairment of trade and
other receivables on a forward-looking basis. The provision matrix is determined
based on the Group's historical observed default rates over the expected life
of the trade and other receivables with similar credit risk characteristics and is
adjusted for forward-looking estimates. Other receivables is considered 12-months
expected credit losses. In making the judgement, management considers available
reasonable and supportive forward-looking information such as actual or expected
significant changes in the operating results of customers, actual or expected
significant adverse changes in business and customers’ financial position. At every
reporting date, the historical observed default rates are updated and changes in the
forward-looking estimates are analysed by the Group’s management.

Estimated impairment of non-financial assets

The Group assesses impairment at each reporting date by evaluating conditions
specific to the Group that may lead to impairment of assets. Where an impairment
trigger exists, the recoverable amount of the asset is determined. The recoverable
amount is determined based on value-in-use calculation or fair value less costs of
disposal (“FVLCD"). The calculations of value in use require the use of judgement
and estimates of the future cash flows expected to arise from the CGUs, the
timeframe for the cash flows forecast and the suitable discount rates in order to
calculate the present value. In the process of estimating expected future cash
flows management makes assumptions about future revenues and profits. These
assumptions relate to future events and circumstances. The actual results may vary
and may cause a material adjustment to the carrying amount of goodwill within the
next financial year. Determining the appropriate discount rate involves estimating
the appropriate adjustment for market risk and for asset specific risk factors.
Calculation of FVLCD involves the selection of valuation model, adoption of key
assumption, and input data, which are subject to management judgement.

Income taxes

The Group is subject to income taxes in Hong Kong, Switzerland, United Kingdom,
Liechtenstein and the PRC. Significant judgement is required in determining the
amount of the provision for income taxes and the timing of the payments of
related taxes. There are many transactions and calculations for which the ultimate
tax determination is uncertain during the ordinary course of business. The Group
recognises liabilities for anticipated tax based on estimates of whether additional
taxes will be due. Where the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will impact the income tax
and deferred tax provisions in the period in which such determination is made.

Assessment of identifiable assets and liabilities on acquisition of
subsidiaries

Upon completion of acquisition of subsidiaries or businesses, the directors have
assessed the acquisition-date fair value of the identifiable assets acquired and
liabilities assumed from the acquisition. The directors use their judgement in
selecting an appropriate valuation technique for the Group's intangible assets
obtained upon the acquisition of subsidiaries during the year. The fair values of the
intangible assets are estimated by an independent professional valuer. Where fair
value of the identifiable assets acquired and liabilities assumed from the acquisition
exceed the fair value of consideration paid for the acquisition, the excess is
recognised in profit or loss on the acquisition date, after re-assessment.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY (Continued)

Warranty provision

Warrant provision is made for expenditure associated with future variable
services and repair cost related to warranty claims. The management makes
an assessment of the future costs related to this work by using the proportion
of actual tasks related to warranty work as the basis for the calculation. The
assessment of provision involves management judgement and estimates. When
the actual outcome or expectation in future is different from the original estimate,
such differences will impact the carrying value of warrant provision and provision
charge/write-back in the period in which such estimate has been changed.

Estimation of defined benefit obligations

The Group operates three defined benefit plans. Pension costs for defined benefit
plans are assessed using the projected unit credit method in accordance with HKAS
19 (2011), Employee Benefits. Under this method, the cost of providing pensions
is charged to the profit or loss in accordance with the advice of the actuaries
who carry out a full valuation of the plans. The pension obligation is measured
at the present value of the estimated future cash outflows using interest rates
determined by reference to market yields at the end of the reporting period based
on government agency or high quality corporate bonds with currency and term
similar to the estimated term of benefit obligations. All actuarial gains and losses
are recognised in full, in the year in which they occur, in other comprehensive
income.

Management appointed actuaries to carry out a full valuation of these pension
plans to determine the pension obligations that are required to be disclosed and
accounted for in the accounts in accordance with the requirements of HKFRSs.

The actuaries use assumptions and estimates in determining the fair value of the
defined benefit plans and evaluate and update these assumptions on an annual
basis. Judgement is required to determine the principal actuarial assumptions
to determine the present value of defined benefit obligations and service costs.
Changes to the principal actuarial assumptions can significantly affect the present
value of plan obligations and service costs in future periods.

Valuation adjustments on credit positions

Various factors can influence the expected credit loss allowances for credit
positions. Management considers factors such as external rating and days past due
to determine the HKFRS 9 staging allocation. Management further estimates the
EAD, PD as well as LGD to calculate the expected credit losses allowance.

Provisions

The Group recognises provisions for imminent threats if in the opinion of the
responsible experts the probability that losses will occur is greater than the
probability that they will not occur and if their amount can be reliably estimated.
In judging whether the creation of a provision and its amount are reasonable,
the best-possible estimates and assumptions as at the end of reporting periods
are applied. If necessary, these will be adjusted to reflect new knowledge and
circumstances at a later date. New knowledge may have a significant effect to
profit or loss.

BRERRE B AR A
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINTY (Continued)

Research and development costs

In accordance with the accounting policy set out in note 4.12, costs associated with
research activities are expensed in profit or loss as they are incurred, while costs
that are directly attributable to development activities are recognised as intangible
assets provided they meet all the requirements as set out in note 4.12. This
requires the management to make judgements to distinguish the research phase
and development phase of the projects being undertaken. Research is original
and planned investigation undertaken with the prospect of gaining new scientific
or technical knowledge and understanding. Development is the application of
research, findings or other knowledge to a plan or design for the production of
new or substantially improved materials devices, products, processes, systems or
services before the start of commercial production or use. Determining the amounts
to be expensed in profit or loss or to be capitalised required management to make
judgement, and assumptions regarding the expected progress and outcome of
the research and development activities the future expected cash generation of
the assets, discount rates to be applied, and also the expected period of, probable
future economic benefits. Because of the nature of the Group’s research and
development activities the criteria for the recognition of such costs as an asset
are generally not met until late in the development stage of the projects. Hence
research costs are generally recognised as expenses in the period in which they are
incurred.

Fair value measurement

A number of assets and liabilities included in the Group's financial statements
require measurement at, and/or disclosure of, fair value. The fair value
measurement of the Group's financial and non-financial assets and liabilities
utilises market observable inputs and data as far as possible. Inputs used in
determining fair value measurements are categorised into different levels based on
how observable the inputs used in the valuation technique utilised are (the “fair
value hierarchy”):

—  Level 1: unadjusted quoted prices in active markets for identical assets or
liabilities;

—  Level 2: observable inputs other than quoted prices included within Level 1;
and

—  Level 3: unobservable inputs are inputs for which market data are not
available.

The classification of an item into the above levels is based on the lowest level of the
inputs used that has a significant effect on the fair value measurement of the item.
Transfers of items between levels are recognised in the period they occur.

The Group measures the following items at fair value:

—  Due from banks — precious metal (note 18)

—  Trading portfolio investments (note 19)

—  Financial assets at fair value through other comprehensive income (note 20)

—  Derivative financial assets (note 21)
—  Derivative financial liabilities (note 21)
—  Investment properties (note 30)

For more detailed information in relation to the fair value measurement of the items
above, please refer to the respective notes.

5.
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6. SEGMENT INFORMATION 6. TEEH
The chief operating decision-maker, being the Company's executive directors, FTELEREE (AERARAMITES)EE
have re-organised the Group's product and service lines as operating segments as HASREERMRBENABUATZELE S
follows: 3
(a) manufacturing and distribution of watches and timepieces; (@) BEHEEFTEREERDHE
(b)  property investments; and (b) MEHRE: K
(0 banking and financial businesses. (0 M|ITRBEZER -
These operating segments are monitored and strategic decisions are made on the IS E DI B R R BEATEIRICAE D
basis of adjusted segment operating results. FCEEEED -
2018 —B-N\F
Banking
Watches and Property and financial
timepieces  investments businesses  Unallocated Total
BEK |ITR
R Em MERE CREL KA @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT FTER FET FERT FET
Segment revenue: STEWRA
Net interest income from banking RITEB 2 FSWA
business HEE - - 180,831 - 180,831
Net service fees and commission RITEBZREE R
income from banking business BeWAFE - - 236,361 - 236,361
Trading income from banking business $B77%#% 2 < U A - - 63,172 - 63,172
Service fees and commission income & B 2 RIEE I
from financial business UEEAON - - 3,342 - 3,342
Interest income from financial business < &l 5 7% 2 FI| B LA - - 193 - 193
Sales of goods from non-bankingand  3ESR1T R & RLEH 2
financial businesses EmEERA 2,444,364 - - - 2,444,364
Rental income from non-banking and ~ FFSR7T R & RLE 2
financial businesses HEWA - 9,586 - - 9,586
Total revenue A 2,444,364 9,586 483,899 - 2,937,849
Segment results DEEE 258,131 3,314 164,657 - 426,102
Unallocated corporate income and AAMRABRART
expenses, net HEE - - - (18,871) (18,871)
Share of loss of joint ventures [ElE & &R EEE - - - (2,678) (2,678)
Share of profit of associates FEE 5 & A ELR T - - - 8,387 8,387
Finance costs BBER (14,786) - (131) (50,911) (65,828)
Profit before income tax BRETIS T AT R T 243,345 3,314 164,526 (64,073) 347,112
Income tax expense FriSHiA % (77,728) (414) (27,868) 346 (105,664)

Profit for the year RE A 165,617 2,900 136,658 (63,727) 241,448
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6. SEGMENT INFORMATION (Continued) 6. PEER(E)
2018 (Continued) —E-NF(#E)
Banking
Watches and Property and financial
timepieces  investments businesses  Unallocated Total
BEHRKR RITR
FaTE M MERE SR RAE @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTERT FTERx TEL FER TET
Segment assets TREE 5,191,326 179,523 13,957,275 - 19,328,124
Unallocated corporate assets: RAOBARIEE
~ Interests in associates — P B E AR =R - - - 102,919 102,919
~ Interests in joint ventures —Fhee b EER - - - 2,439 2,439
— Financial assets at fair value through — IR 22 (BT A Al
other comprehensive income ZEHRAZSR
BE - - - 621,489 621,489
— Trading portfolio investments - RHEEHRE - - - 48,945 48,945
— Cash and deposits —-Re RiFH - - - 48,286 48,286
— Other unallocated corporate assets ~ —EH AR DAL A 71 & E - - - 106,027 106,027
Consolidated total assets REHEE 5,191,326 179,523 13,957,275 930,105 20,258,229
Segment liabilities SEEE 1,078,126 25343 12,723,651 - 13,827,120
Unallocated corporate liabilities: AAOEEARIALE
— Corporate bonds —RNAEEH - - - 760,244 760,244
~ Borrowings —BE - - - 738,299 738,299
~ Due to a shareholder — N —RRRZ FIE - - - 73,000 73,000
— Other unallocated corporate —HEtnRABERAFAE
liabilities - - - 50,075 50,075
Consolidated total liabilities FERAE 1,078,126 25343 12,723,651 1,621,618 15,448,738
Other segment information Hitvp BER
Interest income and other interest B R E A 8
income WA 3,910 2 231 1,505 5,648
Expected credit losses on trade EWEREREERE
receivables 4,381 - - - 4,381
Expected credit losses on due from  JEULERT KR B P 50E
banks and customers BHEEEE - - 3,256 - 3,256
Reversal of provision for litigation risks 18 [2] 37 72 1 ¢ - - 320 - 320
Provision for inventories FEERE 11,050 - - - 11,050
Reversal of provision for inventories (@17 & 4% 7,301 = = = 7,301
Depreciation and amortisation WER#H 111,521 - 15,597 1,795 128,913
Additions to non-current assets NEFERDEE 150,480 - 43,566 100 194,146
Net deficit on revaluation of REMEEH 2 B4

investment properties FE = 4,066 = = 4,066
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6. SEGMENT INFORMATION (Continued) 6. PEER(E)
2017 —E—+F
Banking
Watches and Property  and financial
timepieces investments businesses Unallocated Total
ER N RIT R
AT EE fm ES g SREK KO BL mEr
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT FHEIT FAT FAT FHET
Segment revenue: DEWA
Net interest income from banking RITEB 2 FIEHAFEEE
business - - 94,992 - 94,992
Net service fees and commission BITEBZRBEE LA
income from banking business WA EEE - - 212,616 - 212,616
Trading income from banking business $R77 %7 2 < U A - - 65,227 65,227
Service fees and commission income £ EIEK ZREE R
from financial business HelA - - 9,307 - 9,307
Interest income from financial business 4 &l 3 7% 2 | 2 Ut A - - 128 - 128
Sales of goods from non-bankingand ~ JFER7T R EIE K 2
financial businesses EmHERA 2,583,495 - - - 2,583,495
Rental income from non-banking and ~ FFIR7T R & RLE 2
financial businesses HaWA - 16,936 - - 16,936
Total revenue “u A 2,583,495 16,936 382,270 - 2,982,701
Segment results DEEE 70,732 24,420 156,527 - 251,679
Unallocated corporate income and AWM RABRAR
expenses, net R - - - (152,179) (152,179)
Gain on disposal of subsidiaries HEMRBEAR .z WE 28,247 1,353,795 - - 1,382,042
Share of loss of joint ventures EiEaEtEEE - - - (1,159) (1,159)
Share of profit of associates FEG 5 & A BLR T - - - 20,711 20,711
Finance costs HBER (14,180) - (200) (53,950) (68,330)
Profit before income tax B BT 45 354 Al ) 84,799 1,378,215 156,327 (186,577) 1,432,764
Income tax expense FTefMmx (70,628) (132,738) (18,675) 475 (221,566)

Profit for the year RE 2 A 14,171 1,245,477 137,652 (186,102) 1,211,198
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6. DEEHRE)
—E—+E(E)

Banking
Watches and Property  and financial
timepieces investments businesses Unallocated Total
R AT R
K EtEEm MERE T RIETS Rnld st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FHT FHT FHT FHT
Segment assets TREE 4,609,858 125,817 15,880,189 - 20,615,864
Unallocated corporate assets: ROBRRIEE
~ Interests in associates —FTihEE AR =R - - - 99,648 99,648
~ Interests in joint ventures —“FheERERR - - - 5,117 5,117
— Available-for-sale financial assets ~ — At HESBEE - - - 249,796 249,796
— Trading portfolio investments —RPEREE - - - 495,751 495,751
— Cash and deposits —-Be RIFN - - - 247,488 247,488
— Other unallocated corporate assets ~ — E MRk D E A A EE - - - 142,007 142,007
Consolidated total assets GEREE 4,609,858 125817 15,880,189 1,239,807 21,855,671
Segment liabilities SEEE 661,219 26,739 14,574,259 - 15262217
Unallocated corporate liabilities: ADEEARIALE
— Corporate bonds - RAEH - - - 732,978 732,978
— Borrowings —EE - - - 583,269 583,269
— Other unallocated corporate —Htt RABRAAE
liabilities - - - 129,081 129,081
Consolidated total liabilities GeREaRE 661,219 26,739 14,574,259 1445328 16,707,545
Other segment information Hitp EEH
Interest income and other interest FLS YA R E At B A
income 5,571 172 16 3,964 9,723
Impairment losses on trade receivables & BR SR B E5 1B 8,110 - - - 8,110
Reversal of impairment due from banks %l EWERIT R B FEE
and customers credit risks [ B Rt (& - - 96 - 9%
Provision for litigation risks BN C e - - 158 - 158
Provision for inventories FERE 43,258 - - 5,125 48,383
Depreciation and amortisation WER#H 104,655 2,231 10,401 5,510 122,797
Additions to non-current assets REFRDEE 162,322 - 9,109 38,067 209,498
Net surplus on revaluation of REMEEHRRTHE
investment properties - 17,605 - - 17,605
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6. SEGMENT INFORMATION (Continued) 6.

Unallocated corporate income and expenses mainly comprised dividend income
from trading portfolio investment and financial assets at fair value through other
comprehensive income, gain or loss on fair value changes in trading portfolio
investments, gain or loss on fair value changes in the derivative financial assets,
impairment of yacht and other corporate income and expenses of the Group's
headquarter which are not directly attributable to the business activities of any
operating segment. Other corporate expenses mainly included employee costs,
directors’ remuneration and office rental expenses for administrative purpose.

The Group's revenues from external customers and its non-current assets (other
than financial assets and deferred tax assets) are divided into the following
geographical areas:

DEER (B)
ADBEARBARTHEZBRERERFHE
BRERRAFEFARMBEEBAZ 2R
BEZBRBRA RHHEARENFER
ZWaEsEE TTEEMEEATEES
Yeas sk E518 - IERERE MBI T B RENME
LD BERRE 2 AREBLEM AR
WARSH - Bt AR F 2 BEREK
iﬁ%%%%&%%ﬁﬁ%ﬁZ%@iﬂ%

AREBRAIAZPLZBANGERBEE
(EREELELERAEERIN) A TR

o

Revenue from external

customers Non-current assets

REIREFKA ERBEE
2018 2017 2018 2017
—E-N\E —E—+F —E-N\F —E—+tF
HK$'000 HK$'000 HK$'000 HK$'000
FET FHT FE& T F&7T
Hong Kong BB 142,281 129,046 177,912 157,023
PRC s 1,818,464 2,070,853 1,397,045 1,423,641
Switzerland s+t 22,942 21,201 460,505 204,097
United Kingdom ks 103,060 101,265 7,928 12,102
Liechtenstein I G 480,364 372,835 448,423 444,970
Others Hib 370,738 287,501 2,492 2,214
2,937,849 2,982,701 2,494,305 2,244,047

The geographical location of revenue is based on the location of customers. For
goodwill and intangible assets, the geographical location is based on the areas of
operation of CGUs. The geographical location of other non-current assets is based
on the physical location of the assets.

The Group has a large number of customers and there is no significant revenue that
is more than 10% of the Group's revenue derived from specific external customers
for the years ended 31 December 2018 and 2017.

7. REVENUE 7.

The Group is principally engaging in manufacturing and distribution of watches and
timepieces, property investments and banking and financial businesses.

For banking and financial businesses, revenue mainly comprises net interest
income, net service fees and commission income and net trading income (notes
7(a), 7(b), 7(c) and 7(d)). For non-banking and financial businesses, revenue mainly
represents the net invoiced value of goods sold and rental income received and
receivables (note 7(e)).

WA DA P P s B B2 o P8 S BT
BENBRELBUKEMEAEE: K
tIERB B EM R IA R EBRAEI AL

ARBEFRS HE-FT—/\FR_T
—tF T A= —BILFE  BEREAR
BREIREF (AR ERARE10% 2 E
KU

WA
AEEFERNEEERRFAERRERD
o MEREARBRITRERER

RBTRERMEBMS - WAZZBENE
WAFEE REELASWAFEUARR S
WA FEEE (BF5E7@) ~ 7(b) ~ 7(0) 2 7(d)) ° Bt
JERITRERMERME  WAFTBEELRE
&'u?%%‘%?%‘ﬁ%&ﬁ%&@”ﬂ*ﬂ@%)\(WEI
7(e)) °
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7. REVENUE (Continued) 7. WA (&)
Revenue recognised during the year is as follows: FRNERZWALT
(@) Net interest income from banking business (a) MITEBZFNEWRANFEE
2018
—E-N\F
HK$'000
THET
Interest income from banking business THEEMEE ZRITEHZ
arising from: FEWA :
Interest income — due from banks B A — FEYER 1T 5B 161,518 85,006
Interest income — due from clients B A — FEME P RIE 29,512 23,405
Interest income from trading portfolio investments RS HEERENEWA 72 155
Interest income from mortgage loans RIB\ERZMEWA 8,026 3,751
Interest income from available-for-sale AfEESREE 2 MERA
financial assets - 1,945
Interest income from held-to-maturity investments REIRKRENFEBA - 5,551
Interest income from money market papers BEMISEEZMEBA 8,827 1,792
Interest income from financial assets B EEEZ N EWA 12,973 -
Negative interest income/(expense) on due to clients EREPHRIBEZARNE
WA (Fx) 720 (1,001)
221,648 120,604
Interest expenses from banking business THSEMEE ZRITEHRZ
arising from: FERX:
Interest expense on due to banks JEMTSRITRIB Z B S F X (38,403) (20,620)
Interest expense on due to clients EREPHRIBZAERX (564) (946)
Interest expense for issued debt instruments ERTEKIAZFERX (1,645) (3,606)
Negative interest income on due from banks and clients JEUIRTT R EF B Z B F &
WA (205) (440)
(40,817) (25,612)
Net interest income from banking business BITEB 2T ERAFRE 180,831 94,992
(b) Net service fees and commission income from banking business (b) BITEBZREERFBESUANTFE
2018
—E-NE —ZT—+LF
HK$'000 HK$'000
TR FAET
Service fees and commission income from THSEMEE ZRITEHRZ
banking business arising from: BREERAEKA :
Commission income from loans EFmERASKA 4,049 2,743
Brokerage fees R 37,107 47,871
Custody account fees AEERFPE 27,368 27,281
Commission on investment advice and asset management ¥ & EZZE M EEERAS 105,612 93,665
Commission income from service fees R &M el A 92,890 78,710
Commission income from fiduciary fees (R LA ON 554 528
Commission income from retrocession #HoRARKBA 4,385 3,954
Other commission income E A A 53,649 52,289
325,614 307,041
Service fees and commission expenses from RTEB REERASHAXS
banking business (89,253) (94,425)
Net service fees and commission income BITEBZRBEERAESRA

from banking business T 236,361 212,616
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7. REVENUE (Continued)
(c) Trading income from banking business

Citychamp Watch & Jewellery Group Limited T3 iEX AT £ B AR Q7

LONE)
(0 BRITEBZXIHRA

2018 2017

—E-NFE —ZT—tF

HK$'000 HK$'000

FExT FAETT

Debt instruments BT E (815) 598
Securities ol 5 298
Forex and precious metals GNEE K B 5 B 62,715 63,868
Funds He 1,267 463
Trading income from banking business RITEB 2 RXHWA 63,172 65,227

(d) Revenue from financial business

(d) ZEEBZZWA

2018
—E-N\F

HK$'000
TR

2017
—EF—+F
HK$'000
FHBIT

Service fees and commission income % E XA U A 3,342 9,307

Interest income FEHA 193 128

Revenue from financial business SRER WA 3,535 9,435
(e) Revenue from non-banking and financial businesses (&) BMITREMEK WA

2018
—E-N\F

HK$'000
TRET

Sales of goods BEmiHE 2,444,364 2,583,495
Rental income WA 9,586 16,936
Revenue from non-banking and financial businesses JEMITREREL 2 HA 2,453,950 2,600,431
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8. OTHER INCOME AND OTHER NET GAINS OR LOSSES 8. HthWARHEMUFENEIRFE
2018 2017
—E-NE —ZF—+F
HK$'000 HK$'000
FET FABIT
Gain/(loss) on fair value changes in trading portfolio REGBEREN R EE
investments, net W/ (B1E) F8 15,541 (5,949)
Loss on fair value changes in derivative financial instruments, £T4 &8 T A7 A F(EEZH)
net EE 5 = (n
Fair value loss on early redemption of the convertible bond REEBEOAIMERES 2 ATE
&8 (978) -
Net (deficit)/surplus on revaluation of investment properties ~ & EEH 2 (E4t) B
EER (4,066) 17,605
Gain on disposal of subsidiaries (note 12) HEWB AT 2 Wz (MaE12) = 1,382,042
(Loss)/gain on disposal of property, plant and equipment HEWE BERREZ
(B18) Mz (1,589) 1,7
Bank and other interest income from FERITEB < RITREMF L
non-banking business WA 5,648 9,723
Dividend income from trading portfolio investments RS HEERENRSWA 1,097 1,406
Dividend income from financial assets at fair value BRAFEFAHEMEEEKAZ
through other comprehensive income PREEZKREKA 11,316 -
Dividend income from available-for-sale financial assets AfEESREE 2 KREKA - 3,436
Sales of scrap materials RERL & 161 217
Other operating income Efh g A 8,281 4,453
Government subsidies (note (a)) BB 4 (5 (a) 40,701 26,672
Impairment loss on intangible assets (note 32) B EERERE (MiE32) = (123,378)
Impairment loss on goodwill (note 33) 2R E &8 (FTFE33) = (19,000)
Reversal of provision/(provisions) for litigation risks AR OB, (BE) 320 (158)
Expected credit losses on due from banks and clients JEWSRIT R TP RIBTEHREE
&8 (3,256) -
Reversal of impairment due from banks and customers BEEYIRITREPEE
credit risks B R (B - 9%
Other sundry income, net H it MBI A F 58 6,310 1,527
79,486 1,300,392
Note: f3E -
(@)  Government subsidies mainly comprised of unconditional subsidies received for (a) BT EFEEWEGGFHMEALEE
subsidising the Group's business. Xz -
9. FINANCE COSTS FROM NON-BANKING BUSINESS 9. FMITEBUBER
2018 2017
—E-NF ZT—tF
HK$'000 HK$'000
THET FAT
Interest charged on corporate bonds and convertible bond RAEF R ATMRRES TSR 34,454 30,534
Interest charged on bank borrowings, bank overdrafts WITEE  RITEZRHMEE
and other borrowings BB 29,510 37,719
Margin loan interests RBEEHRFE 1,864 200

65,828 68,453
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10. PROFIT BEFORE INCOME TAX 10. BRATSBLATE R
Profit before income tax is arrived at after charging/(crediting): BRATEBATEFE MG (GFA) T3 &A%
ER
2018 2017
—E-NF ZT—LtF
HK$'000 HK$'000
THET FHET
Cost of inventories recognised as expense, including: BRARAXNEFEERE 815 1,022,568 1,226,494
— Reversal of provision for inventories — RO EREE (7,301) -
— Provision for inventories —FERE 11,050 48,383
Depreciation and amortisation e I 8 128,913 122,797
— Depreciation (note (a)) — 47 & (M3 (a) 126,255 119,767
— Amortisation of prepaid land lease payments (note (b)) —JEfT T AR E R 8 (M () 864 1,219
— Amortisation of intangible assets (note (b)) — | EEHHE (b)) 1,794 1,811
Lease payments under operating leases in respect of: LTRERERT 2 HEKIE
— Land and buildings — T REF 54,333 56,964
— Plant and machinery — = R - 1,400
Auditor's remuneration ZEREN & 4,600 4,300
Gross rental income HeWw AL (9,586) (16,936)
Less: direct operating expenses W BEEEERY 2,309 3,970
Net rental income MW AN FEE (7,277) (12,966)
Research and development expenses (note (b)) B 9t Ko B B B S (M5 (b)) 55,267 54,317
Impairment losses on trade receivables JE W R OB (E 5 18 - 8,110
Expected credit losses on trade receivables FEW R R FE BB = B 518 4,381 -
Notes: B 5
(a)  Depreciation expense of HK$19,653,000 (2017: HK$15,082,000) has been included (@) HTE K H19,653,00008 7 (ZF —+F -
in cost of sales from non-banking and financial businesses, HK$53,213,000 (2017: 15,082,000 7 7E) Bt AERITREBER
HK$50,159,000) in selling and distribution expenses and HK$53,389,000 (2017: Zfﬁﬁﬁjﬁﬁ 53,213,000 7 (= F — 4 -
HK$54,526,000) in administrative expenses. 50,159,000/ 7T) st ASHE R DB AU K

53,389,000 7T (=& — 4 : 54,526,000/8
TORTAITHER -

(b)  Amortisation expenses and research and development expenses had been included in (b) HHEFALZARAREABERAZDFAITEE
the administrative expenses. A e
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11. INCOME TAX EXPENSE

For the year ended 31 December 2018 and 2017, Hong Kong profit tax has been
provided for certain subsidiaries within the Group and is calculated at 16.5%
(2017: 16.5%) on the estimated assessable profits. The subsidiaries established in
the PRC are subject to income taxes at tax rates ranging between 15% and 25%
(2017: 15% and 25%). Overseas tax is calculated at the rates applicable in the
respective jurisdictions.

1. Fi8HimxX

He—_2— \Fr_Z—+F+-_A=+—
BILFE  AEBEE AETHBEARIES
EREREBE IR ERFEF16.5%
(ZZF—EF :165%) 5 H - RPEREKZZ
ME A RIZBIENF15%ZE25% (- T —+ 4
15% & 25%) Z TS TR R GH - /BINRIEIZAE
Arl xR EARERTE -

R B IR E R R B B EL 2 W AR F R 5%
8010% (ZZ —+4F : 5%510%) &3 &

The Group is also subject to PRC withholding tax at the rate of 5% or 10% (2017:
5% or 10%) in respect of its PRC sourced income earned, including rental income
from properties in the PRC, dividend income derived from PRC incorporated BB EHNEEREREMEZESK
company and profit arising from the transfer of equity interest in PRC incorporated A EAEEPREEMAT AR ZREWAR
company. RN M AR R EE 2T o

2018 2017

—E-N\F

HK$'000
TR

—T—tF
HK$'000
T T

Current tax for the year FRENEATIE
Hong Kong EE 665 465
PRC H 78,140 224,845
Liechtenstein EHLE 27,891 19,059
Switzerland st 289 812
Deferred tax for the year (note 42) FNELERIE (MI5E42) (1,321) (23,615)
Total income tax expense Frigfifm sz 4858 105,664 221,566

Reconciliation between income tax expense and accounting profit at applicable tax

rates:

Bk -

2018
—B-N\F

HK$'000
FTRET

BWERAREAE ZMERA B a2

2017
—E—tF
HK$'000
FHET

Profit before income tax B B 15 556 Al 347,112 1,432,764
Tax on profit before income tax, calculated at the rates R PS80 A& K 2 B 18 (AR 45 A8 A

applicable to the tax jurisdictions concerned M EEAERER CHETE) 90,526 129,637
Tax effect of non-taxable income BAERBRWA 2 R ZE (25,657) (16,727)
Tax effect of non-deductible expenses TR A R B 5,968 46,593
Utilisation of tax losses not recognised FRAARERTIEEE = (26)
Tax effect of tax losses not recognised AERBIBB BRI ME T E 34,827 62,089
Total income tax expense FrisfifM sz 4858 105,664 221,566
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12. DISPOSAL OF SUBSIDIARIES

12. HEWBE AT

2017
—tF

HK$'000
T

Gain on disposal of Seti Timber Group (note 12.1) HERTAREER 2 WS (HE12.1) 1,353,795
Gain on disposal of Gold Vantage Group (note 12.2) HEeEEE 2 W (HiE12.2) 28,247
Gain/(loss) on disposal of subsidiaries HEMRBARZWKE (EIB) 1,382,042

12.1 Disposal of Seti Timber Group

In September 2017, the Group has completed the disposal of the entire equity
interest in Seti Timber Group at the total consideration of RMB1,513,515,000
equivalent to HK$1,762,703,000 in which RMB1,400,000,000 (equivalent
HK$1,630,446,000) is cash consideration and the remaining balances
of RMB113,515,000 (equivalent to HK$132,257,000) is the tax paid by
vendor on behalf of the Group. The Group recognised a gain on disposal of
subsidiaries of approximately HK$1,353,795,000. Details of the Group’s gain
on disposal of Seti Timber Group for the year ended 31 December 2017 were
set out as follows:

121 HERTFTKREEE
RZZE—+tF A KNEENE
THEAE%1m3m5w0mm#
1,762,703,00078 T 5 Ak H & E & C%%
ﬁ%%lz% g E B AR
1,400,000,000 7T (48 & 7 1,630,446,000
BL)BREERE MBETHEHAR
#113,515,000 7 (#8 & 52 132,257,000 %5
L) BBEBFRRAEE L F BB -
AEEBRALENBRRIZWEL A
1,353,795,0001%71 EBEAEEREREHZE
—E—+F+_A=+t—RIEELE
HFoAREEERZFBRYIOT

HK$'000
T

Net assets disposed of: HEEEFE
Cash and deposits e REFR 59,724
Other assets Em&EE 350,815
Prepaid land lease payments (note 31) B E FRIE (FFEE31) 11,977
Income tax payable FERTER1S TR (298)
Other liabilities EmmaE (7,688)
Net assets disposed of HEBEFE 414,530
Non-controlling interests FEEAR (2,670)
Release of exchange reserve upon disposal T R R BR SN & 4 (2,952)
408,908
Less: Total consideration o BB (1,762,703)
Gain on disposal of Seti Timber Group HERDTREER 2 W (1,353,795)

HK$'000
T

Net cash inflow arising on disposal: HEEEZHESRAFE
Cash consideration RERE 1,630,446
Less: Cash and deposits disposed of W THE 2R e RIFHK (59,724)
Net cash inflow for the year ended 31 December 2017 HE_T—+tF+-A=+—H
IFFE 2R E RN FEE 1,570,722
The cash consideration of RMB1,400,000,000 (equivalent to HE-_ZT—tFT+_A=T—HIEF
HK$1,630,446,000) in respect of disposal of Seti Timber Group has been fully B EHEEERTAREELESR  KAEBE

received by the Group during the year ended 31 December 2017.

FEHUENIR © (B A K #1,400,000,000
7t (A8 & 71,630,446,000 78 7T) ©
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12. DISPOSAL OF SUBSIDIARIES (Continued) 12. HEMBAR(E)
12.2 Disposal of Gold Vantage Group 122 HESEKE
In December 2017, the Group has completed the disposal of its 51% equity RZZE—tF+=F - AKEEBRE
interest in Gold Vantage Group to Fair Future Industrial Limited (“Fair 5,100 % 7T 785K H m/\E/\iEEIZ 51%
Future"), the associate company of the Group, at the total consideration of RIETAREEBEARIELEEBRA
HK$5,100 and the Group recognised a gain on disposal of subsidiaries of ET (MEeX]) - NEBBERLEE —FHE
approximately HK$28,247,000. Details of the Group's gain on disposal of N B U 3R #928,247,0008 7T - B A S
Gold Vantage Group for the year ended 31 December 2017 were set out as EREzZz—_FT—tF+-_A=1+—H1
follows: FEHESEEBREHBRINNT
HK$'000
FHTT
Net liabilities disposed of: & B EFE
Cash and deposits RE RIFHR 10,346
Trade receivables FEUBR K 13,661
Inventories FE 20,181
Property, plant and equipment (note 29) W% - B R (M3 29) 54,317
Other assets Hitn & & 16,489
Trade payables FEISTBR K (18,532)
Income tax payable FET PR AR (578)
Borrowings =31 (210)
Other liabilities* HBE! (148,874)
Net liabilities disposed of HE B EFE (53,200)
Non-controlling interests FEE R 24,815
Release of exchange reserve upon disposal B AR BRONE [ 18 143
(28,242)
Less: Total consideration B BARE (5)
Gain on disposal of Gold Vantage Group HESEEE 2 W (28,247)
HK$'000
FHETT
Net cash outflow arising on disposal: HEEACRESMLFE
Cash consideration ReERE 5
Less: Cash and deposits disposed of BT E RS RFX (10,346)
Net cash outflow for the year ended 31 December 2017 HE-_Z—+tF+-_A=1+—H
IFF 2 2 R & F R (10,341)
The cash consideration of HK$5,100 from disposal of Gold Vantage Group HEZ—+tF+-A=1+—HLHF
has been fully received by the Group during the year ended 31 December = ﬁ%ﬁ HEeEEE  KEBBEEH
2017. YeEE & KB 5,100/8 7T °
# Other liabilities included an amount of HK$22,457,000 due to the Group. This # EmeaEaEENRNERBRX
amount was not settled as at 31 December 2017, and was presented as amounts 22,457,000 7T © Z A IBER T — t¢
due from an associate under other assets in note 34 to the consolidated financial +ZA=+—HIKRERN  BREKAE
statements. B 7% SRR N 5T 3415']7%E1ﬂ3i§§l§\—|?

2 My — ) B i 2 R FROE o
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13. DIVIDENDS
13.1 Dividend attributable to the year

13. BRE
13,1 FREMRE

2018
—B-N\F
HK$'000
Fig
Special dividend of HK5 cents per share for 2017 (note a) — = —+ 45 3 1% B &AL 5781
(MtzEa) - 217,516
Proposed final dividend (note b) FRREAAR S (M 5ED) - 261,019
- 478,535
Notes: (T
(@)  The board of directors resolved to recommend a special dividend of HK5 cents (@) BEFEZREFREE_Z—XRF1+=

per share for the year ended 31 December 2016. The proposed special dividend
for the year ended 31 December 2016 was approved by the shareholders in the
2017 annual general meeting held on 26 May 2017 and had been paid to the
Company's shareholders during the year ended 31 December 2017.

At the board meeting held on 29 March 2019, the board of directors do not
recommend the payment of final dividend for the year ended 31 December
2018 (2017: recommended final dividend of HK6 cents per share). The proposed
2017 final dividend is subject to shareholders" approval in the forthcoming 2017
annual general meeting and has not been recognised as dividend payable as at
31 December 2017, but will be reflected as an appropriation of retained profits/
share premium for the year ending 31 December 2018.

13.2 Dividend attributable to the previous financial year, approved and
paid during the year

A=+—BIEFERMNEFRI S SRS
B -RBE-ZT—RNF+-_A=+—
ALFEERRENREERN -2 —+
FRAZFHNBREAZ=ZZ—tFK
HEFRg FERELE  WERE
Z_E—+F+A=+—HILEE
AIAR B PERIRS

RIEBE-NWEFE=ZA-THNALETE
2R L EFETERRNEE
“E-NFF+ZAZ+—HLEFEZ
RERE (ZT—HF : EBEKRHARE
BRE6HB) - R T —EFRHK
BAGFKREAERE T+ FREA
FREMERFTAUEE RZT—+t
FH+-A=+—HUTEERBEMNK
B EBRMAERE T \F+=
B=+—BLEEEZREBHEF,BH
SRIEZ DR

132 FARERI W ZBEMRFERER
g

TN

2018
—E-N\F

HK$'000
TR

Final dividend in respect of previous financial year
of HK6 cents (2017: nil)

SUBEMBFE 2 RAKE
681 (ZF—t5F: &)

261,113 -

261,113 -

The amount of actual 2017 final dividend paid was HK$261,113,000 as result
of the issue of 1,575,000 new ordinary shares due to exercise of share options
during the year. The aforementioned issuance of ordinary shares were
completed before the closure of members' register on 29 June 2018. As such,
those ordinary shares newly issued were entitled to the 2017 final dividend.

R FEAREBREETSEMmMET
1,575,000 & ¥ & @mA% - M —T—+tF K
B B 2 B R T €58 /4 261,113,000 75
JCe FHlBEITEBRN - —N\F A
—HNABEERERDBFELFER
SR At ZEMBRTEBRRAEERE
K-_ZE—EFRARE -
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14. EARNINGS PER SHARE 14. BEREF
The calculations of basic and diluted earnings per share attributable to owners of RAAEB ARG ERER REERT TR
the Company are based on the following data: BUATEURFTE -
2018 2017
—E-NF ZT—LtF
HK$'000 HK$'000
THET FAET
Earnings B
Profit attributable to owners of the Company for FTE R EAR RS AR TR
the purpose of calculating basic and diluted earnings ZARREVER ANEERN
per share 201,372 1,170,484
2018 2017
—E-NEFE —ZT—+F
Number Number
of shares of shares
ROEE ek 2d=
‘000 ‘000
TR T A%
Number of shares ROEE
Weighted average number of shares for the purpose of 5+ & T I E AR B FIF 4R 15 2
calculating basic earnings per share IniE - 5 R 2R 4,351,370 4,350,313
Effect of dilutive potential shares: BERGD 2 EETE
— share options issued by the Company —RAR BT ZRERMNE 2,249 5,752
Weighted average number of shares for the purpose of ~ FF & &I B & FIFT I 2
calculating diluted earnings per share HN#E S 15 A% 2R 4,353,619 4,356,065
15. EMPLOYEE BENEFIT EXPENSE (INCLUDING DIRECTORS’ 15. EERAMX (BRESHE)
EMOLUMENTS)
15.1 Employee benefit expense 15.1 EEEAEX
2018 2017
—E-N\F ZET—tF
HK$'000 HK$'000
FERx FibTT
Wages and salaries IERF® 669,441 649,300
Pension costs RIS AR 91,286 99,571
760,727 748,871
Employee costs, including directors’ emoluments of HK$83,775,000 (2017: BEKAN (BIEE EH %) 83,775,000
HK$113,680,000) has been included in cost of sales from non-banking and B (ZF —+4F 1 113,680,000,5 7T)
financial businesses, HK$285,027,000 (2017: HK$265,766,000) in selling BEffAFRTEEMER ZHEKX
and distribution expenses and HK$391,925,000 (2017: HK$369,425,000) in 7N - 285,027,000 T (ZF — £ F ¢
administrative expenses. 265,766,000 & 7T) B 5T ASH & K5 i85

¥ A $%391,925,000/8 L (= F — L4 :
369,425,0005 ) EFF AT X ©
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15. EMPLOYEE BENEFIT EXPENSE (INCLUDING DIRECTORS'
EMOLUMENTS) (Continued)

15.2 Defined benefit pension plans

15. EERAMX (BRESHE) (&)

15.2 EFER A BAIGE

2018 2017
—B-N\&E —Tt&

HK$'000 HK$'000
TR TAIT

Net defined benefit obligations TEREE A B TR

83,140 94,323

Net defined benefit liability has been included in “other liabilities” (see note
43) in the consolidated statement of financial position.

The defined benefit pension plans are primarily arising from Eterna AG
Uhrenfabrik and its subsidiaries (together the “Eterna Group”), Montres
Corum Sarl and its subsidiaries (together the “Corum Group"”) Bendura Bank
AG and its subsidiaries (the “Bendura Group”), the Ernest Borel Group.
The Group makes contributions to the defined benefit pension plans that
provide post-retirement benefits for employees upon retirement. Under the
schemes, the employees in Switzerland and Liechtenstein are entitled to
retirement benefits based on the plan assets accumulated on attainment of
the retirement age and a fixed annual rate. Since there is potential down-side
risk for the employer to pay additional contributions in case the plan has a
deficit, Swiss and Liechtenstein plans are classified as defined benefit pension
plans.

The latest independent actuarial valuations of plan assets and the present
value of the defined benefit obligation on the Eterna Group were carried
out at 31 December 2018 and 2017 by Martin Schnider, a member of the
Swiss Association of Actuaries in Switzerland, using the projected unit credit
method.

The latest independent actuarial valuations of plan assets and the defined
benefit obligations on the Corum Group were carried out at 31 December
2018 and 2017 by Nicolas Colozier, a member of the Swiss Association of
Actuaries in Switzerland, using the projected unit credit method.

The latest independent actuarial valuations of plan assets and the defined
benefit obligations on the Ernest Borel were carried out at acquisition date
and 31 December 2018 by Swiss Life Pension Services AG, an independent
qualified professional actuary and a member of the Swiss Association of
Actuaries in Switzerland, using the projected unit credit method.

The latest independent actuarial valuations of plan assets and the defined
benefit obligations on the Bendura Group were carried out at 31 December
2018 and 2017 by AXA Pension Solutions AG, a member of Swiss Association
of Actuaries in Switzerland, using the projected unit credit method.

ERENEEFRE AR MBARR
“IEMEBEI(RHME)ET -

TE RN & FI5T 2] = Z 2K 5 Eterna AG
Uhrenfabrik & £ BT B A B (G 8 [ G F 2
£E |) - Montres Corum Sarl 2 E i B A
Rl (HEIEsEE])  -ZHiETRNE
RARIREWNBAR ([EHER]) UK
ORI ER - REE R TERKESEF
FFEEREE - Al BN RIREFIZHER
RGBT - IRIEFT 8 I XA L
BRENZEHERNEF - DIREERR
KRERREEFERFAR 2 EEEE
E RN —BFEHEAT  BEEX
REEIMEFR - BEUBEEELRE - 805
TRANTHTEFE DB ATEEKRE
BRIFTE -

MFEEEFEEEZSNMBIBER
B N 5A48 F & T IR 8 JY i I L Swiss
Association of Actuaries 2 —{iZ & & Martin
Schnider R —ZE—\EFER T —+F
T+ A=t+—HERBAEMLARSGE
HETT ©
ERSEBHEEEZETNBILRE
B & E 5 EF & T 5B I I Swiss
Association of Actuaries 2 —fiZ @ & Nicolas
Colozier A —ZFE—N\F R -_ZT—+tF+=
A=+—B{#RAEAEMART E#
1T e

RERTEEEZ MBI BEME
NERBEANETIR—BIYAEER
= K5 B R 3% B £ Swiss Association of
Actuaries 2 & & Swiss Life Pension Services
AGRIWEBRHE —Z—N\F+ A
=+ —B{EREBEM ARG AT

EHWEBFAEEEZETBEYRE
B & JE 58 & F & 1 T i I I Swiss
Association of Actuaries 2 — i & £ AXA
Pension Solutions AG A —ZE— \F K -
—+tF+-_A=+—HBFEBREIEMLA
R EHEIT ©
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15. EMPLOYEE BENEFIT EXPENSE (INCLUDING DIRECTORS'
EMOLUMENTS) (Continued)
15.2 Defined benefit pension plans (Continued) 15.2 EEERKRESEREE (B)
(a)  The amount included in the consolidated statement of financial position (@) FTALZEUBRARARAEBGRE
arising from the Group's obligation in respect of its defined benefit THEEMNFEIETMEE 2
plans is as follows: wm

15. EERAMX (BRESHE) (&)

2018 2017
—E-N\F

HK$'000
FET

HK$'000
TAET

Present value of defined benefit obligations EEEMEERE 478,397 456,532
Fair value of plan assets SFEIEE 2 AFE (395,257) (362,209)
Net liability arising from defined benefit obligations ~ F 4B S EE L ~ BE/F4E 83,140 94,323

(b)

(0

Movements in the present value of the defined benefit obligations for
both the years ended 31 December 2018 and 2017 are as follows:

b) BE_ZEZ-—)/\FER_ZT—+tF+=
A=+—HI-MEAFETEREF
SFEIETIREZSHNT

2018 2017
—2-N\f

—E—tF
HK$'000
FHET

HK$'000
TR

At 1 January n—H—H 456,532 413,556
Addition through acquisition of subsidiaries BRBERBRARZAE 14,409 -
Current service costs IR AR 7 Ak AN 29,242 27,883
Past service costs B RFE AR 2,941 1,362
Interest cost F B A 3,085 3,010
Actuarial gains BE U (30,853) (2,657)
Benefits paid SXNEEE (11,059) (7,410)
Contribution by plan participants TR HEEHK 15,547 -
Exchange realignment P 5 2 (1,447) 20,788
At 31 December R+=—HA=+—H 478,397 456,532

Movements in the fair value of the plan assets for both the years ended

31 December 2018 and 2017 are as follows:

(O BE2_Z—N\EER_ZT—+tF+=
A=+—HIMEFEFEEE
N EZEBINT

2018 2017
—E2-N\F

—E—tF
HK$'000
FHET

HK$'000
TR

At 1 January n—H—H 362,209 323,926
Addition through acquisition of subsidiaries BRBERBRARZAE 9,440 -
Interest income FEHA 64 -
Return on plan assets FTEIEE 2 Bl 4,664 2,403
Actuarial (losses)/gains 1BE (F18) WS (2,492) 10,126
Contributions by the employers 1B =K 19,265 15,902
Contributions by plan participants TR HEEHK 14,929 13,665
Contributions by employees BEHHK 617 -
Benefit paid =ANEER (11,059) (21,075)
Exchange realignment M 5 2 (2,380) 17,262
At 31 December R+—HA=+—H 395,257 362,209
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15. EMPLOYEE BENEFIT EXPENSE (INCLUDING DIRECTORS’ 15. EEGRAMX(BREESHE) (B)
EMOLUMENTS) (Continued)
15.2 Defined benefit pension plans (Continued) 15.2 EEERAREBRTE (H)
(d)  Amounts recognised in the consolidated statement of comprehensive d HZEEHEBNFAERGEEEE
income in respect of these defined benefit plans are as follows: WARANERZRENT ¢
2018 2017
—E-NE —ZT—tF
HK$'000 HK$'000
FET FAT
Service cost: AR TS B
Current service costs IR 5 AR 7 K AR 29,242 27,883
Past services costs HEREREL T IDN 2,941 1,362
Net interest expense MERZFE 3,021 3,010
Components of defined benefit costs recognised in RNk EEPER T
profit or loss AP 2 A EB 35,204 32,255
Remeasurement on the net defined benefit liability: ~ E¥751 & F2EE M & EF58
Return on plan assets STEIEE O 4,664 2,403
Actuarial gains BB W= 28,361 12,783
Components of defined benefit costs recognised in B E 2 E U R iR
other comprehensive income JE FE AR M A AR 2 MK ER 33,025 15,186
The defined benefit cost of HK$35,204,000 (2017: HK$32,255,000) JE B8 18 F| K 7% 35,204,000 7% 7T (=
has been included in the administrative expenses. The remeasurement T —+4F : 32,255,000 ) EFFA
of the net defined benefit liability is included in other comprehensive THER -EFtEEHBIAE
income. FREFFAREMEEWA o
(e)  The major categories of the fair value of the plan assets at the end of () MIMEHKRHABEELAFEZE
reporting period are as follows: ZRERIAT -
2018
—E2-N\F
HK$'000
THET
Equity instruments fEAT A 59,770 65,841
Debt instruments EBIA 90,284 91,948
Properties VES 77,295 76,937
Commodities instruments EmmIE 4,274 1,937
Assets from reinsurance BHRBREE 144,474 113,858
Hedge funds HrEe 9,117 4,387
Cash Re 8,018 7,301
Other Hfth 2,025 -
395,257 362,209
The fair values of the above equity and debt instruments are PR AR REE T A A EEE
determined based on quoted market prices in active markets whereas BhigzmismEST r M -
the fair value of properties, commodities instruments, assets from AmIE  EFREEERE PR
reinsurance and hedge funds are not based on quoted market prices in AN EVIEIRERMISE 2T

active markets. SMEET -



15. EMPLOYEE BENEFIT EXPENSE (INCLUDING DIRECTORS'
EMOLUMENTS) (Continued)

15.2 Defined benefit pension plans (Continued)

(f)

The principal assumption used for the purpose of the actuarial
valuations was as follows:

=—)\FF3R 2018 Annual Report
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15. EERAMX (BRESHE) (&)

15.2 EREREEFE (E)

(f)

ARBENGEN 2 FEREN
T

Discount rate(s) BhIE &K
Expected rate(s) of salary increase T8 Bi % & FHiE

0.8%—1.0%
0.5%-1.5%

0.6%—-0.7%
1%-1.5%

Sensitivity analysis on defined benefit pension plans

Significant actuarial assumptions for the determination of the defined
benefit obligations are discount rate and expected salary rate of
increase. The sensitivity analyses below have been determined
based on reasonably possible changes of the respective assumptions
occurring at the end of the reporting period, while holding all other
assumptions constant.

° If the discount rate is 50 basis points higher/(lower), the
defined benefit obligation would decrease by HK$35,823,000
(2017: HK$36,316,000)/increase by HK$44,759,000 (2017:
HK$42,118,000).

e If the expected salary rate of increase/(decreases) by 50 basis
points, the defined benefit obligations would increase by
HK$8,435,000 (2017: HK$7,477,000)/decrease by HK$5,086,000
(2017: HK$6,942,000).

The sensitivity analysis presented above may not be representative of
the actual change in the defined benefit obligations as it is unlikely that
the change in assumptions would occur in isolation of one another as
some of the assumptions may be correlated.

Furthermore, in presenting the above sensitivity analysis, the present
value of the defined benefit obligation has been calculated using the
projected unit credit method at the end of the reporting period, which
is the same as that applied in calculating the defined benefit liability
recognised in the consolidated statement of financial position.

There was no change in the methods and assumptions used in
preparing the sensitivity analysis from prior years.

(9)

TERUR R SRR & 2 GURE D

BETBEBEMNETZEIZRERRK
RAER XN IAHFH SIREL X - T
N2 BREDNIIRE A EM
BREF TR - REMRAESE
BRABRXRAERGEGMERE -

o MMBRELEF(TER)S0
BEZE FTEEMNI TR
41>35,823,000/8 70 (=T —+
F : 36,316,000,5 7T) 4 N
44,759,000 78 T (—F—+t4F ¢
42,118,000 7T) ©

o (HIBHAIFF SILIE L RIE AN
R 2>) S0MEZ 2 F5E4E A
& {E 1514 /18,435,000 7% 7T (—
T — 4 :7,477,00057T)
J3,75,086,0008 7L (—ZF—+
£ 1 6,942,000787T) °

LB RRE AT AT R AR E
%E?E%IJTEZETE’%ﬁ{K - RRASE
TERER AT BE L BRI - AR 2 &
ﬂ:TKTa“’“ﬁHﬂfﬁ

SEAN - Bt IR ERRE DT 2 251
REERRERRNEEZRE
EATRR B AR EAE AN
AR & B IR 0 3 T i 58 T R
wBHEE 2 EMERERR -

B 1L A A B U 9 17 2
FER BRI mE
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16. DIRECTORS' REMUNERATION AND SENIOR MANAGEMENT'S 16. EEMERSREEENS
EMOLUMENTS
16.1 Directors’ emoluments 16.1 EEM <
Details of emoluments of the directors of the Company in connection with the BRABBEARRIREMBARERE A
management of affairs of the Company and its subsidiaries are set out below: NAEEME 2 FHESHINAT -
Salaries,
allowances Contributions
Directors’  and benefits to pension
fees in kind scheme Total
&2 BHhKEFE
EEHE REYEAN e st
HK$'000 HK$°000 HK$°000 HK$000
THEx THET THET THET
2018 ZE-N\F
Executive directors HITES
Mr. Hon Kwok Lung B EE L - 2,091 18 2,109
Mr. Shang Jianguang AR A - 13,722 83 13,805
Mr. Shi Tao* AR = 1,810 18 1,828
Mr. Lam Toi Man MR EE - 1,430 18 1,448
Mr. Bi Bo BREH - 1,456 18 1,474
Ms. Sit Lai Hei EERRE Lt - 1,430 18 1,448
Mr. Hon Hau Wong BEREA - 1,430 18 1,448
Mr. Tao Li" PESZSE A" - 141 2 143
Mr. Teguh Halim ** Teguh Halim 7% & ** - 2,964 21 2,985
Independent non-executive BIFHITES
directors
Mr. Fung Tze Wa HFELEE 200 - - 200
Dr. Kwong Chun Wai, Michael EB{Z & 18+ 150 - - 150
Mr. Zhang Bin SR 5 A 150 - - 150
Mr. Rudolf Heinrich Escher #  Rudolf Heinrich Escher

s A A 200 — — 200
700 26,474 214 27,388




16. DIRECTORS' REMUNERATION AND SENIOR MANAGEMENT'S
EMOLUMENTS (Continued)

16.1 Directors’ emoluments (Continued)

16.

ZZT—)\FFH 2018 Annual Report

271

EEMERSREEREME (B)

16.1 EEM < (8)

Salaries,
allowances

Contributions

Directors’ and benefits to pension
fees in kind scheme Total
Fe o 2B RATEE
EFx0T NMEDER HR mEt
HK$'000 HK$'000 HK$'000 HK$000
T T FHTT FHTT
2017 —E—+tF
Executive directors BITES
Mr. Hon Kwok Lung BB E - 2,222 18 2,240
Mr. Shang Jianguang [EIESie - 12,458 78 12,536
Mr. Shi Tao* AmEE" - 1,560 18 1,578
Mr. Lam Toi Man MR EE - 1,430 18 1,448
Mr. Bi Bo B EAE - 1,456 18 1,474
Ms. Sit Lai Hei EERRE L - 1,430 18 1,448
Mr. Hon Hau Wong BEIRTE - 1,430 18 1,448
Mr. Tao Li* [ Rvab e - 3,016 122 3,138
Independent non-executive BV IEHITES
directors
Mr. Fung Tze Wa BFERE 200 - - 200
Dr. Kwong Chun Wai, Michael BB & {£18 1 150 - - 150
Mr. Li Qiang* T et 8 - - 8
Mr. Zhang Bin SR X, 55 A 150 - - 150
Mr. Rudolf Heinrich Escher4 Rudolf Heinrich Escher 5T 44 190 - - 190
698 25,002 308 26,008
Notes: Bt 5

There was no arrangement under which a director waived or agreed to waive any
remunerations during the year ended 31 December 2018 (2017: nil).

* %

Save as disclosed in the above table, the Group also provided a quarter to the
executive director, Mr. Shi Tao at HK$10,000 monthly rental (2017: HK$10,000).
The carrying amount of the Group's investment property which was rented to
the executive director as quarter as at 31 December 2018 was HK$26,000,000
(2017: HK$25,500,000).

Mr. Tao Li has resigned as an executive director of the Company with effect from
23 January 2018.

Mr. Li Qiang had resigned as an independent non-executive director of the
Company with effect from 20 January 2017.

Mr. Rudolf Heinrich Escher had been appointed as an independent non-

executive director of the Company with effect from 20 January 2017.

Mr. Teguh Halim has been appointed as an executive director of the Company
with effect from 23 January 2018.

BT )\F+_A=+—BIFE I
BEERERRENBECAWELH (==
—tF E) e

*

* %

B ERMMBEEIN  NEBIH AT
EELAEALERE—MEBES AH
10,0007 7T (= ZF —+ 4 : 10,000
) cRZE—N\EFE+=—A=+—8"
HAFRTEREBEE 2 AREREME
2 B8R TH & 4 26,000,00005 7T (—Z & —+
£ : 25,500,000 7C) ©

P EEERHEART ZHMITES
BEZZ-N\F-A-t=HREX-

FHAACEIARNBZBYNITE
£ HIE—tEF-AZ+BEBER-

Rudolf Heinrich Escher 7t £ JE Z1E B AR
AEVIERNTEE BT —tF—
AZ+HBER -

Teguh Halim 5 £ B Z X R R B2 #1T
B AT/ \F—A=-+=HE
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16. DIRECTORS' REMUNERATION AND SENIOR MANAGEMENT'S
EMOLUMENTS (Continued)

16.2 Five highest paid individuals
The five highest paid individuals of the Group during the year included two
(2017: two) directors, details of whose remuneration are reflected in the
analysis presented in note 16.1. Details of the remuneration of the remaining
three (2017: three) non-director, highest paid individuals of the Group for the

16. EEMERSREEZEME (B)

162 EEREME AL
FA AEBRERSHFALTBEIERS
ZE—tF MR)EE HEMeHF
1B BRI FE16.1 FTHI DT « ERNASE
BT =2 (T —+F :=%)IFE=

year are as follows: P ATMEFHELT
2018 2017
—E-N\E —ZT—tF
HK$'000 HK$'000
THET FHT
Salaries, allowances and benefits in kind e RMEREWEAN 12,294 12,735
Contribution to pension scheme RIRE B 824 1,134
13,118 13,869
The emoluments of non-director highest paid individuals were within HEERSHFALTZHFENTFUTH
following bands: Bl

HK$2,500,001 to HK$3,000,000

2,500,001 7% 7T Z 3,000,000/ 7T

2018
—B-N\F

2017
—tF
No. of
individuals

N

-

—=

No. of
individuals

AE

HK$3,500,001 to HK$4,000,000 3,500,001 7 7T = 4,000,000 ;5 7T 1 -
HK$4,500,001 to HK$5,000,000 4,500,001 % 7T 2 5,000,000 75 7T 2 -
HK$5,000,001 to HK$5,500,000 5,000,001 7% 7T £ 5,500,000 7% 7T - 1
HK$5,500,001 to HK$6,000,000 5,500,001 7% 7T = 6,000,000 7% 7T - 1

3 3

No emolument was paid by the Group to the directors or the three (2017:
three) highest paid employee(s) as an inducement to join or upon joining the
Group, or as compensation for loss of office (2017: nil).

16.3 Emoluments to members of senior management
The emoluments to members of senior management (excluding the
remunerations to directors which have been disclosed in note 16.1 above)
were within the following bands:

HK$1 to HK$1,000,000

HK$1,500,001 to HK$2,000,000
HK$2,000,001 to HK$2,500,000
HK$2,500,001 to HK$3,000,000

17 70 & 1,000,000 78 7T

1,500,001 /%5 7T % 2,000,000 7 7T,
2,000,001 7% 7T Z 2,500,000 % 7T
2,500,001 7% 7T Z 3,000,000 7T

AEBVERNEEFS =R (ZT—+¢

F:ZA)BRaHEEINMESIEAM
AR IIARE B R 2 KB S E AR
BEE(CZ—+F &) o

163 SREEEREMS

SREEEKENNE (TEEENRLX

161 B CEEME) N TUTAR

Bl :

2018
—E-N\F

2017
—E—+tF
No. of
individuals

A

No. of
individuals

A

| = =

N (= | = |
w
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17. CASH AND DEPOSITS 17. BERER

2018
—E-N\F

2017
—E—+tF
HK$'000
FHET

HK$'000
TR

Cash and bank balances (note (a) and note (b)) R MIRTTaE 8% (B 5E (3) MBI 5E (b)) 395,444 560,329
Cash held on behalf of clients (note (c)) REFPHEEZRS () 46,932 47,251
Sight deposits with central banks (note (d)) R R 1T 2 0% BRAF A (PR (d) 7,259,367 6,813,098
7,701,743 7,420,678
Notes: P&
(@)  Cash at bank earns interest at the floating rates based on the daily bank deposits rates. (a) SFRITBESKREARTEAXRFNERAEZZHF
TR e
(b)  Included in cash and bank balances of the Group are the amount of approximately b)) AEBRESEEBITELRBIEAHRY
HK$249,220,000 (2017: HK$222,403,000) denominated in RMB which are placed with 249,220,000 % 7T (== —4=4F : 222,403,000 /&
the banks in the PRC. RMB is not freely convertible into other currencies. Under the T AAREEEFRP R 2 RITZNE -
PRC's Foreign Exchange Control Regulations and Administration of Settlement, Sale ARBNMSEBRIRAHME - RIEP
and Payment of Foreign Exchange Regulations, the Group is permitted to exchange RARIMNEE IR L AETE - & RNETIER
RMB into foreign currencies through the banks authorised to conduct foreign exchange F o AEEMBBEEEETINEES 2R
business. TARE LR BING o
() In respect of the Group's financial business of securities dealing, the Group (0 MALBEFEFESZEMEBMES  A5H
maintains segregated trusts accounts with authorised financial institutions to hold RERECREERRBE L ETRPUEE
client’s monies. The Group classifies clients” monies under cash and deposits in the BPEHIE - REBERGRE T BRARANEE
consolidated statement of financial position and has recognised the corresponding FPRENEAREREN  UREEARE
balances due to cash and margin clients separately under trade payables (note 36) on FPRIEzZEFABIAKBATHCEEREZHE
the grounds that the Group is liable for any loss or misappropriation of clients” monies WmERRENERE TS B RN THEER
and does not have a currently enforceable right to offset those payables with the FPrRekRES 2 BREGEH (F7E36) - B
deposits placed. 7 5= [ 35 5 I 4 A o8 B 1T 2 A R B AR EL AT
EH 2 FRAK A B REMAR -
(d)  These balances with central banks represent sight deposits placed by the Bendura (d) ZERRBITESREEEEMFRZE R
Group and they can be withdrawn immediately without any restrictions. TER - B] B A 2 B A A A n] PR i
(e) As at 31 December 2018, cash and deposits of HK$7,369,156,000 (2017: e RZE—NF+-_A=1+—HH Bk
HK$6,910,905,000) are attributable to banking and financial businesses. 17 77,369,156,0008 ;T (=& — £ F -
6,910,905,000 % 7T ) 32k B 81T R & RE T o
18. DUE FROM BANKS AND CLIENTS 18. BWRITREFRE

2018
—E-N\F

HK$'000
TR

HKS$'000
T

Due from clients — mortgage loans JEW R P RIE—RIBE R 825,042 359,956
Due from clients — other U= P RIE — H At 759,493 654,591

Valuation adjustments for default risk (note (a)) E AR E A (M () (9,097) (3,031)
Total due from clients EWEFREAE 1,575,438 1,011,516
Due from banks on a daily basis FEUERTT B RIA 3,205,104 5,808,499
Due from banks other claims JEUSRITH M R R 185,557 113,571

Valuation adjustments for default risk (note (a)) EH R G ERE (M) (2,825) (192)
Total due from banks FEWER TR IE B 3,387,836 5,921,878
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18. DUE FROM BANKS AND CLIENTS (Continued) 18. BWERTREFHE (&)
Notes: B 5
(@)  Movement in the expected credit losses in respect of due from banks and clients are as (a) EUSERITEREFFEZEHEEEHEEHN
follows: e
Stage 1 Stage 2 Stage 3 Total
F1RE H2MRER HIRER et
HK$'000 HK$'000 HK$'000 HK$'000
FAET FHET FHT FAT
Balance at 1 January 2018 RZZE-NF—-—A—Hz
mER - - 3223 3,223
Implementation of HKFRS 9 BHE BB E R
E I 5,519 - - 5,519
Balance at 1 January 2018, as restated RZZE-—NF—A—RAZ
ek KET 5,519 - 3,223 8,742
Newly formed expected credit losses IGEE(EEER 1,299 - 1,957 3,256
Exchange realignment b 5, 38 B (43) - (33) (76)
Balance at 31 December 2018 RZZE-NFE+H
=+ —B &R 6,775 — 5,147 11,922
Origination of new due from net of those settled resulted in an increase in loss RZZ—\F  EEFERFIEREEER
allowance of HK$3,256,000 contributed to the increase in the loss allowance during 8 é@l@ﬁﬁ B3 11 3,256,000 78 7T E B 518
2018: Refsgm
Movement in the valuation adjustments for default risk in respect of due from banks HE-_Z—+tHF+-A=+—BHLFEE
and clients for the year ended 31 December 2017 is as follow: WERTT R EPRIBZ A AR EERAEE S0
™
HK$'000
FAT
At 1 January 2017 W-ZE—tF—F—H 3,033
Newly formed valuation adjustments for default risks IR ARG ERE 264
Utilise of valuation adjustments for default risks BAELHR R G ERAE (157)
Release of valuation adjustments for default risks BoEORRGERR (360)
Exchange realignment [ 5, & 443
At 31 December 2017 RZZB—tF+-A=+—H 3,223
(b)  Impaired amounts due from banks and clients (b) FEUERITRE P RERIE
2018 2017
=E-N\F ===
HK$°000 HK$'000
FERT FHT
Impaired amounts due from banks and clients, gross FEWERTT R B PR E R IE B 5 11,922 3,223
Estimated realisation proceeds from collateral fhEH SR MRS A = -
Impaired amounts due from banks and clients, net FEWERTT R B PR B R IE T R 11,922 3,223
() Non-performing loans (0 TREM
No interest income impact from non-performing loans was recognised for the year HE_Z-\FR-_Z—tF+_A=1+—
ended 31 December 2018 and 2017. HIEFE  BEEIATREREEZFIBIK

ApE -
Tz
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19. TRADING PORTFOLIO INVESTMENTS 19. XBHAERE

2018 2017
—E-N\F

—E—+tF
HK$'000 HK$'000

RAETH

Equity instruments

FiB Fis

Listed equity instruments in Hong Kong at market value ZHENRES LM ZBRAT A 42,793 556,634

Listed equity instruments outside Hong Kong at

BHEREBRII LM ZBRATE

market value 35,429 42,579
Total equity instrument BRAT AL 78,222 599,213
Debt instruments B¥ITA
Debt instruments of financial institutions listed outside ~ & BB F T 2 SR EEE T A

Hong Kong 603 33,878
Unlisted debt instruments of financial institutions TRIBB L IFLEMERLIA 12,890 2,733
Total debt instruments BRITARMAE 13,493 36,611
Investment fund units BREESEN
Investment fund units listed outside Hong Kong REBFIIN T2 IRERE RSN 793 3,228
Unlisted investment fund units FEEMEERESEA 7,851 1,979
Total investment fund units REESENETE 8,644 5,207
Investment in other financial products HitemMERRE 23,247 -
Total trading portfolio investments REEERELE 123,606 641,031

The investments under trade portfolio investments are held for trading purposes.

Fair value of the listed equity instruments, debt instruments and investment
fund units have been determined by reference to their quoted market prices at
the reporting date in an active market. Fair value of the listed trading portfolio
investments is Level 1 recurring fair value measurement.

Fair value of unlisted debt instruments and investment fund units have been
determined using significant inputs, which are market observable, directly or
indirectly. The fair value of the unlisted trading portfolio investments is Level 2
recurring fair value measurement.

Other financial products are referring to the insurance policy entered by the Group.
The fair value of investments in insurance policies are determined based on the
account value as stated in cash surrender value statements issued by insurers. Fair
value of other financial products is Level 2 recurring fair value measurement.

There is no transfer under the fair value hierarchy classification for the years ended
31 December 2018 and 2017.

The fair value gain during the year was amounted to HK$15,541,000 (2017: fair
value loss of HK$5,949,000), which has been recognised in the consolidated
statement of comprehensive income as “other income and other net gains or
losses” (note 8) for the year ended 31 December 2018.

As at 31 December 2018, listed equity instruments with an aggregated carrying
amount of HK$35,749,000 (2017: HK$56,366,000) have been pledged to secure the
margin loan payable (note 39).

RHBEREDFBIEEERE -

FARATE BEEIARKREES BN
RNHETESZEE NSRS BEERBT ISR
MERTUEE - LWRXFEGREZRF
BERFE - MEEUELFEFE -

HWERBABE RS BRSE - ABEL
MEBTAMMERESEN 2 A HERERX
REETE - LEMRZFAGKREZATFES
B_REEURTEFE -

Hit S REREAEBRI L 2RE - (RER
B2 RHEDRRREAREL 2HERRE
FIRERESRMET - HEMEMRZ AT
ERF_EBREFUERFEFE-

BE-T/\FR-FtF+-A=1—
ALLFE  BERBEATEBRA B2 EE -

KEE 7 ANFEWZEA15,541,0008 T (==
—+F  RAF{EEES5949,0008T) 2R
BE-_ZT—)\FE+_A=+—BILFEZ#&E
AEEEWARANER S HE KA K E UL
o EFE | (s -

R-ZZE—N\F+-A=+—H8 ©“FEHEAL
35,749,000 7% 7T (=& — 4 : 56,366,000 %
J0) 2 EBRAT ABKIBEREREMRE
S BER(MIFE39) °
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20. FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER 20. BAFEFAEMEZEBRAZEHEE
COMPREHENSIVE INCOME

2018 2017

—E-NFE —ZT—tF

HK$'000 HK$'000

FHER FAT

Listed equity instruments in Hong Kong (note (a)) A& £ 2 AT A (M5 (a)) (@) 492,759 -
Listed equity instruments outside Hong Kong REBRIIN LT ZRATA

(note (b)) (MI5E (b)) (b) 128,730 -

Unlisted equity investments ELETMRAKE 5,711 -

627,200 -

Under HKAS 39, equity investments not held for trading were classified as
available-for-sale financial assets. These equity investments are classified as at
FVPL under HKFRS 9, unless they are eligible for and designated at FVOCI by the
Group. At 1 January 2018, the group designated its listed equity instruments in or
outside Hong Kong and unlisted equity investments at FVOCI as below, as those
investments are held for strategic purposes.

(@) As at 31 December 2018, the listed equity investments in Hong Kong
represented 14.76% equity interest in Min Xin Holdings Limited (“Min Xin
Shares”). As at 31 December 2018, the Group held 88,150,000 Min Xin
Shares. A dividend income totalling HK$6,996,000 was recognised by the
Group in the consolidated statement of comprehensive income for the year
ended 31 December 2018.

Particulars of the listed equity investments at fair value are as follows:

RIEBEFBGFERIEN  WIFFEFEER
ZEAEEDERAHHESREE - RIE
BEMBHMELERNEIR  ZERARER
RNFEF AR HER  BRIFFTEER RS
AEBEREERRFEFALBZEEA R
—F-)\F—-A—8  AEEZ TG
HRNEBBAIEINZ EHBRAREMIEE
MEAREETE REAFEFAEMEER
A RESZERETRRERETH

(a)

Country of Particulars of

RZTE—NE+_A=+—8 RESE
EHZBRAREERAEEEEERA
A2 14.76% B ([BERGKG]) - K=
Z-NFE+-A=+—8 KrEEEE
88,150,000 I {5 /%10 - NEBREZE—
E-N\E+_A=+—HILFEZHEA
2 EWAKERI BUAE ££6,996,000
BT o

BATEIEREZ FTRAREFEN
I

Percentage of

ownership

Number of interest
shares held attributable

incorporation issued shares held by the Group  to the Group

AEE AREBEESG
R EAEEER
HEMMEYER S eBTRAFE ®E Aok

Min Xin Holdings Limited Hong Kong Ordinary Share

HESEERAR B ERGLE

88,150,000 14.76%



20. FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME (Continued)

21.

(b)

The listed equity investment at fair value of HK$128,730,000 represented the
investment in Citychamp Dartong Company Limited (referred to “Dartong”
and its shares referred to as the "Dartong Shares”). During the year, Dartong
declared cash dividend of RMB1.2 per 10 shares. A dividend income totalling
HK$4,320,000 was recognised by the Group in the consolidated statement of
comprehensive income for the year ended 31 December 2018.

Mr. Shang Jianguang, Ms. Sit Lai Hei and Mr. Hon Hau Wong, the executive
directors of the Company are also the executive directors of Dartong. Dartong
is owned as to approximately 31.99% by Fujian Fengrong Investment
Company Limited (“Fengrong”). Ms. Sit Lai Hei and Ms. Lu Xiaojun are
the daughters-in-law of Mr. Hon Kwok Lung and the beneficial owners of
Fengrong. Mr. Hon Hau Wong, an executive Director of the Company, is the
spouse of Ms. Lu Xiaojun.

Particulars of the listed equity investments at fair value are as follows:

Country of

incorporation

HEMEYER e RTRAFE
Citychamp Dartong Company Limited PRC Ordinary A Share
T A B ) B R A R [ AR E B

During the year, the decrease in fair value of financial assets at fair value through
other comprehensive income of HK$123,352,000 has been dealt with in other
comprehensive income and FVOCI reserve. There is no transfer of cumulative gain
or loss within equity during the year.
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20, MAFEGFARMEEABRAZEREE

21.

(b)

Particulars of issued
shares held

(#8)

s

EAFAEINEZ EFTRAKE
128,730,000 7 JTHE A I A BAR 1D B IR
Aal([RE] - ERmOREAT RER,])
ZIRE -FR KBEERREKREEF0
BARE12T AEEREZE TN
FH+-_A=1+—HIFERZAEZEYK
ARFEZ MBI A A +£4,320,000/8 7T ©

ARRMITESHRILEL BEREL
ITRBERELETBRKBZATES -
REBOREERREERAR (TER])
Fr A #931.99% ° BEZR0R 2 1 Je PR ER 2L
ITHREEELEZAEFRERCE
SEBA - ARBATETRZELL
RIEBBL T 2 RS -

§

T

ATEFIEZ b HRARE FIED

—

Percentage of
ownership
interest
attributable
to the Group
REBEL
EEEER
BIH

Number
of shares
held by
the Group

REBPE
ROEE

30,389,058 2.04%

FR-EAFEFAEMEZEARAZEZME
EAFER A 123,352,000/ TEREMEE
WA RIZAFEFAEMEEWARFENE
1B oFR A EE R 2SS -

fTEEMIA

2018
—E-N\F
Notes HK$'000
=z FET
Derivative financial assets MESREE
Convertible bond investment — AR ESFEE —
Conversion option component BREES (@) = n
Forward and option contracts REREES R (b) 7,694 4,609
7,694 4,680
Derivative financial liabilities MESBAE
Forward and option contracts REINHEES Y (b) (20,866) (35,656)
(20,866) (35,656)
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DERIVATIVE FINANCIAL INSTRUMENTS (Continued)

Notes:

(a)

Convertible bond investment — Conversion option component

The Group has subscribed a convertible bond issued by a company listed in Hong Kong,
which is due on 1 December 2018 and convertible into fully paid ordinary shares with a
par value of HK$0.1 each at an initial conversion price of HK$5, subject to adjustment
on the occurrence of dilutive or concentrative event. The Group can exercise the
conversion at any time until the maturity date and the convertible bond cannot be
redeemed before maturity date (in whole or in part).

The principal amount of the convertible bond was HK$10,000,000, which carries
interest at 8% per annum payable every six months in arrears. There was no disposal
or conversion of the convertible bond during the years ended 31 December 2017. The
convertible bond have been fully redeemed upon the maturity date on 1 December
2018.

Before the adoption of HKFRS 9, the convertible bond is separated into two
components: the debt component and the conversion option component. The Group
has classified the debt component of the convertible bond as other assets (note 34)
and the conversion option component of the convertible bond as derivative financial
instruments.

The initial value of the debt component is the residual value after separating out the
initial fair value of conversion option component. The initial fair value of conversion
option component is determined by the directors with reference to the valuation
performed by a valuer, Asset Appraisal Limited ("Asset Appraisal”). Subsequent to
initial recognition, the debt component is carried at amortised cost using the effective
interest method and the conversion option component is carried at fair value. The
effective interest rate of the debt component is 29% as at 31 December 2017. The
convertible bond investment has been redeemed by the issuer at the maturity date (i.e.
1 December 2018).

The fair value of the conversion option component at the reporting dates is measured
by the directors with reference to the valuation performed by Asset Appraisal using
Binomial Option Pricing Model with the following key assumptions:

BRERRE B AR A

21.

PTEEmMI A ()
GEE
@ ERBESRA - RRESS

AEBEERB-—HEELTRBRMETZ
HRES AR - \FE+-A—H0F
. ARy ERESETERSERE
BB T ZH R E B - A BEE SR
SREMTURE - AEEAERTTEZE
Bl BEERHARLL - MARERERNE
HAMAAER (2EXED)

Al IR (& 5 2 AN £ 58 /410,000,000 78 7T - Ff
BEFE  BREAERINF EBEZ
T—tF+_A=Z+—HLEFE BELE
REHRABRES - R B N\F+-HA—
BEHA ARREFCEESER -

REREBMBMEEREIWRAT - ATk
BHFDBMALD BN MBS -
AEED BRI BREES ZEBBO N EAR
& EE (FHRE34) - T AIHARR(E 5 2 HA G HE 2B
DRIDERITEESRTA -

B D 2 NI BIERFIRRBIERR D 2 1)
ARFEZHRE - R D 2 Nia A TFE
HERL2EAEMTREEETERREA
BAE ([FRGEE D (FH 2 (S ERETE - 956
HERRR - BERSERD fE FA BE R A ROR R K
ADNER - MR ER D AR A FED R - 10
—EAFF AT B EBHOZE
BRI £529% o AJ IR EHIRAE DN EIH B
(A —Z-NF+-A—B)BBETAER -

RiERBRERD 2 A FEHERLS
EhpEE A - EA R ERAEL 2 H
BERFE  TE/REWOT

At31/1212017
R-F—tF
tT-A=+—H

Stock price BB
Conversion price HinE
Expected volatility T8 BRI 18
Discount rate BE IR &

Risk free rate 40 [ fo Al ==
Expected dividend yield FEHAAR B X
Time to maturity Elp=lisa |

HK$3.08 & 7T
HK$5.00 7% 7T
30.41%
7.63%

1.04%

0.00%

0.92

At 1 January 2018, the convertible bond investment was reclassified to trading
portfolio investments as a whole upon the adoption of HKFRS 9.

R-T-N\F—A—B KNFEYBRE
HERIF SRR THMREFRECEEEN
NREXFHEERE -

N

N



21.

DERIVATIVE FINANCIAL INSTRUMENTS (Continued)
Notes: (Continued)

(a)

Convertible bond investment — Conversion option component (Continued)

The carrying amounts of the debt component and conversion option component of the
convertible bond are as follows:
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. ’~_EQHQIE<V/\>

Bzt : ()

(@ FHREEFEE-BREETD (F)
MR ES 2 BB ESS MR D 2 RE
BT :

Conversion Trading
Debt option portfolio
component component investments Total
EXBE BREXDS XBAERE st
HK$'000 HK$'000 HK$'000 HK$000
FHET FHET FHT FHET
At 1 January 2017 RZE—tF—HA—H 7,098 82 - 7,180
Interest received 2 Hﬁl A (800) - - (800)
Effective interest income R B HﬂU\ 2,123 - - 2,123
Change in the fair value of conversion }‘% Hﬁﬁé Ei /NS R I=E )
option component - (11) - (11)
At 31 December 2017 RoE—+F+-A=+—H 8,421 7 - 8,492
Reclassification upon the adoption of T)T%fm BBV GRS ER
HKFRS 9 FRKREF DA (8,421) 71 8,492 -
Effect of initial application of HKFRS 9 & )& & A3 & /8 B 75 i 5 #E )
FIRTE - - 1,621 1,621
At 1 January 2018, as restated RZZT—-N\F—A—8"
BE5 - - 10,113 10,113
Change in the fair value of convertible 7] #2 % {& 5 1% & #y A F{EE
bond investment - - (113) (113)
Redemption of convertible bond f& [a] AT #2 BR (B 5 - - (10,000 (10,000)
At 31 December 2018 WZZT—\F+=-_A=+—H - - - -

The convertible bond investment has been redeemed by the issuer at the maturity date.

The fair value loss of the convertible bond investment for the year ended 31 December
2018 was amounted to HK$113,000, which has been recognised as “other income and
other net gains or losses” (note 8) in the consolidated statement of comprehensive
income for the year.

The fair value loss of the conversion option component for the year ended 31 December
2017 was amounted to HK$11,000, which had been recognised as “other income and
other net gains or losses” (note 8) in the consolidated statement of comprehensive
income for the year.

The fair values of the conversion option component and convertible bond investment
are Level 3 recurring fair value measurement. There is no transfer under the fair value
hierarchy classification for the years ended 31 December 2018 and 2017.

The key significant unobservable inputs to determine the fair value of the conversion
option component are the discount rate and the expected volatility.

A higher in the discount rate would result in an decrease in the fair value of the
conversion option component, and vice versa.

A higher in the expected volatility would result in an increase in the fair value of the
conversion option component, and vice versa.

AT ESFREDHBETARIHAED
HE_ZT-\F+A=+—HIEFEZA
BB E R R FERTE A 113,000/87T -
HERAFEFSEZEARARTHERRIHE
@H&)\&ﬁ@ﬂ&miéﬁﬁ%%ﬁﬂﬁ iE8) ©

BE—ZF tiJr A=t—RLFEz#H
il D 2 A EEER11,0008 7T - A
BAKEE FEEEBARTER R EMYK

AR E ek B RFE | (HEE8) -

HMIRKER D RATM R E AR EN AT ERE
RSB HEATEFE - BE_T—\FR
—E+E+-A=+—HIFEE 2
BRSBIETHESY -

i
ERRBHA AT EBEATATRE
AT

BEIRE B BB R D 2 X FER D -
[ Z IR -

TEHAR IR £ A A S EUR R
N RZINR e

FEE
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21. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)
Notes: (Continued)

(b)

Forward and option contracts arising in banking business

The Group's subsidiaries under the banking business segment act as an intermediary
to offer derivative products including interest rate and currency forwards and swap to
its customers. These derivative positions are managed through entering back-to-back
deals with external parties to ensure the remaining exposures are within acceptable
risk levels.

The following tables and notes provide an analysis of the nominal amounts of
derivatives and the corresponding fair values as at the year ended date. The nominal
amounts of the derivatives indicate the volume of transactions outstanding as at the
reporting date; they do not represent amounts at risk.

BRERRE B AR A

21. fTESRMIA(E)
i« ()

(b)

KERTEH ZEARMEAL

REBRITEBD BT ZMBRBUERT T
MERFRHITETEER  BENEUAKL
EREHLEY - ZETETARR VAL
HEONRATRI B HE R HETE IR URR
BT R A S AR

TREMEABEZRLEFEZITETAE
BERERATFERHEON -ITETAZEHE
BTRRBEEARARTRZREMALE2H
Ve 2 B

31 December 2018
—ZEZ-N\FE+=-A=+—H

Nominal

Liabilities
=L
HK$'000
FET

Assets
BE
HK$'000
TFHET

amount
H{E
HK$'000
THERT

Non-hedging instruments FEERT A

— Currency derivatives —BEBIETAR 2,151,141 7,480 (20,652)

— Option —HiRg 23,839 214 (214)
2,174,980 7,694 (20,866)

31 December 2017
—E—+HF+-fF=+—8H
Nominal
amount
[EEE)
HK$'000
FHET

Assets Liabilities
BE af&
HK$'000 HK$'000
FHET FHT

Non-hedging instruments FEERT A

— Currency derivatives —BEBTETAR 3,093,502 4,609 (35,656)

— Option —Hi%E 9,027 -* —*
3,102,529 4,609 (35,656)

*

Represents the amount less than HK$1,000.

Nominal amount analysed by remaining maturity

¥ REEEEEANM,0008 T o
WA TEH RS ZEE

2018
—E-N\F

2017
—T—tF
HK$°000
FET

HK$°000
TR

Within 3 months 3@ A A 1,753,659 3,076,434
Between 3 months and 1 year 3EAZEF 416,090 19,678
Between 1 year and 5 years 16255 5,231 6,417

2,174,980 3,102,529

The remaining term to maturity of derivatives does not represent the Group's intended
holding period. Change in the fair value of forward and option contracts arising in
banking business has been recognised in the consolidated statement of comprehensive
income under “Trading income from banking business”.

PTAETEZMABR TR IRERAEEZ
BISAH RERTEBZEZHLHEALH
ZATERSHERBIRITEB 2R Z KA
RREZERARNER



22. TRADE RECEIVABLES
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22. FEWHRFR

Trade receivables arising from watches and timepieces

fgfﬁ&%.ﬁr?ﬁ%ﬁ%%iZﬁ@ﬂ&Eﬁ%ﬁ :

business: (note (a)) (P43 (a)
Trade receivables & HKBE/TA 613,650 554,036
Less: Provision for impairment loss WO E B S (50,976) (53,056)
562,674 500,980
Trade receivables arising from financial business: DRI EE 2 EWERK -
(note (b)) (M47E (b))
— Margin clients —REBEEEP 260 531
— Cash clients *iﬁ/i\g}i 8,490 3,197
— Clearing house —HEEFT - 1,579
8,750 5,307
Trade receivables, net JE 2 B K% RE 571,424 506,287

(a)

The Group's trading terms with its customers of watches and timepieces
business are mainly on credit, except for certain customers, where payment
in advance is required. The credit period is generally for a period of one to
six months (2017: one to six months) for major customers. The credit term
for customers is determined by the management according to industry
practice together with consideration of their creditability. In view of the
aforementioned and the fact that the Group's trade receivables relate to a
wide range of customers, there is no significant concentration of credit risk.
Trade receivables are non-interest-bearing.

Impairment losses in respect of trade receivables arising from watches and
timepieces business are recorded using an allowance account unless the
Group is satisfied that recovery of the amount is remote, in which case the
impairment loss is written off against trade receivables directly.

Movements in the expected credit losses of trade receivables arising from
watches and timepieces business are as follows:

(a)

BAETEFPEBLEMARIN  AEBEE
BERENTERESERFII Y ZEER
REBAREARN ETERF—RAJE
—EZXREA(ZZE—+tF: —Z=XEAR)
ZEEH -ZERP2EEHREEERE
TEBHVERREFZEEET - 2R
Pl EBERANEBERBKERTOFRKEDT
AREF #HtEsSEEFEERE - &
U BR SR 5T B o

Bk N B ET EE XA A 2 RURER TR
BERLERBERIIR  RIEAEE
(SR [E1 G B & B8 2 A REIE AR R ¢ Rl

@ ELERT R EEE S BRI
FEUTRR AR ~

ik NS E R E £ 2 FRWARRZ
BHEEBREZHNT

At 1 January m—A—H 53,056
Effect on the adoption of HKFRS 9 BB B BmERUNEISR 2 E 1,793
Written-off of provision for impairment loss il S8R (B B 1R R (6,712)
Reversal of expected credit losses EOEREEEE (231)
Expected credit losses for the year FABRMEEERE 4,612
Exchange realignment M 5 2 (1,542)
At 31 December R+—HA=+—H 50,976

Movements in the provision for impairment loss of trade receivables arising
from watches and timepieces business are as follows:

BERENTTEREREEZRWERZ
BESERGEZEEHNT

2017

—E—+F

HK$'000

FHET

At 1 January —H—H 42,251
Written-off of provision for impairment loss Wfﬁ VEREV SRty (470)
Impairment loss for the year FNREEE 8,110
Exchange realignment ME 5, 58 2 3,165
At 31 December R+—A=+—H 53,056
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22. TRADE RECEIVABLES (Continued)

(a)

(Continued)

The Group does not hold any collateral over these balances. As at 31
December 2018, trade receivables of HK$14,639,000 (2017: HK$20,724,000)
have been pledged to secure banking facilities granted to the Group during
the year (note 39).

Ageing analysis of trade receivables arising from watches and timepieces
business as at the reporting date, based on invoice dates, and net of
provisions, is as follows:

BRERRE B AR A

22. FEWERFR (BB)
@ (&)

REBIERZEE BT E T MK
meR—_E—N\F+=-_A=+—8"
14,639,000,8 7T 2 FEWBR B THEIF (=
T —+ 4 :20,724,000787T) © AEARE
BERFERNERFETHE (MIFE39) -

EENETERESELE 2 ERER
(BB ZREZHHNREB ZE
AR NN

2018
—E-N\E

HK$'000
FET

HK$'000
TAET

1 to 3 months 1231@A 401,115 407,744
4 to 6 months 4z 61E A 73,448 44,480
Over 6 months BiE61E A 88,111 48,756

562,674 500,980

Ageing analysis of trade receivables arising from watches and timepieces
business as at 31 December 2017, based on due dates and net of provisions,
is as follows:

ik LT EmERES 2 BIRIRR
(B EE) B PAR T —tF
TZA=t—BZKRESTOT

2017

—T—tF

HK$'000

FAET

Neither past due nor impaired 7 4 260 HA SR (E 406,139

Less than 3 months past due BEADR3E A 44,720
More than 3 months but less than 6 months w R A3 E A E N6 (E A

past due 35,008

More than 6 months past due 1 HA KR A 6 d A 15,113

94,841

500,980

As at 31 December 2017, receivables that were neither past due nor impaired
related to a wide range of customers for whom most of them do not have
recent history of default.

Receivables that were past due but not impaired related to a number of
customers that have a good track record with the Group. Based on past
experience and the available forward-looking information, management
believes that no additional impairment allowance is necessary in respect of
these balances as there has not been a significant change in credit quality and
the balances are still considered fully recoverable as at 31 December 2017.

The directors of the Company consider that as trade receivables arising from
watches and timepieces business are expected to be recovered within one
year, their fair values are not materially different from their carrying amounts
because these balances have short maturity periods on their inception at the
reporting date.

R-ZE—+F+_A=1+—H &R
HistmEZ B GRERZERFEER
RPN ZERP ROV EE N LEE -

B #8 H18 I SR (E 2 JE W R IR S T
RAEEHEARENKCEZIEFPE
B - IRBBEER KA BATIEIEER
BEERE ANEEERYESAE
£ MEBBEHRN —_T—+tF+_H
=+ —BIERG SR AR E - mBE
Pk F R ERE L BRONBLE RS -

RABEERR NHREH - HREE
Ko B ot EE am A B A 2 FE MR SR TR %
R—FRRE - BB RBEEREERBIA
KRB ARE  MEAFEEERT
BEYEERER -



22. TRADE RECEIVABLES (Continued)

(b)

The settlement term of trade receivables arising from the financial business of
securities dealing is two business days after trade date (“T+2").

Margin loans due from margin clients are current and repayable on demand.
Margin clients are required to pledge securities as collateral to the Group
in order to obtain credit facilities for securities trading. As at 31 December
2018, the total market value of securities pledged as collateral in respect of
the receivables from margin clients are approximately HK$4,026,000 (2017:
HK$6,647,000). Margin loans are interest bearings at fixed rate of 8.25%
per annum. Subject to certain conditions, the Group is allowed to repledge
collateral from margin clients. There was no repledge of collateral from
margin clients as at 31 December 2018. No aging analysis is disclosed for
trade receivables from margin clients. In the opinion of the directors, aging
analysis is not meaningful in view of the business nature of securities dealing.

Trade receivable from cash clients related to a wide range of customers for
whom there was no recent history of default. Based on the past experience,
current assessment and the available forward-looking information, the
management believes that the impairment allowance is insignificant in
respect of these balances as there has not been a significant change in credit
quality and the balances are considered fully recoverable.

Trade receivables from clearing house, i.e. Hong Kong Securities Clearing
Limited, is current which represents pending trades arising from the
financial business of securities dealing and are normally due on “T+2" day
in accordance with the requirements of Hong Kong Exchange and Clearing
Limited.

The Group has policy for impairment allowance which requires
management'’s judgement and estimation. The directors are in opinion that
no impairment allowance is necessary in respect of trade receivables arising
from the financial business of securities dealing as at 31 December 2018.

23. OTHER FINANCIAL ASSETS AT AMORTISED COST
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22. FEEUWBRFR (48)

(b)

BHEEECREBIEERBRIWER
JHEEPR AR SBEMELE XA
([T+2]) »

JEWREFBERPZIREEERBERNE]
BEREREEE REEEFPARE
BHEEHRRTAEER  FAUREEER
GZEEME - R-_T—NEFE+_A
—+—H HERRESEFEREH
EAEHRIBRZESFMELEY A
4,026,000,5 7T (=& —+4F : 6,647,000,5
TC) » RBEEE R THLE E FF K 8.25%
PR EETIRERRT AEEAH
EHRERPZEER - RZZE—N
F+-—A=+—8 BEBRFRES
EEZEMEER AREERE ZE
RBEEEEZEBME RO E
EE O BMUEBRERNREEEFER
ZERER DT ©

BABEPAM RS TP RUERR
AT AR FLER © RIBBELR - R
APih M AT R ATEE AR - BIEEARE
REERBERBLTERX  JIBR
EEEEVEEREH B ERERRA
g -

FEWAEE P (NBABHREEARAT)
BRI EEESEE 22 RER
EEZHRR S B—REBEERS
NEEMARARZHEERT+2] B 2
5 e

AEBERHEREBBRABR - 2K
BREFLAE MG -BEFERR R
—ZE-N\F+ZA=1T—H  BEARE
HEE 2R EM AT E L USRI MET
R ERERS -

23. RBERARIIRZEMEREE

2018
—E-N\EF

HK$'000
FET

HK$'000
T8

Listed debt instruments, at amortised cost EHERT R R8T ER 1,034,773 -

Issued by: AN A 81T

Governments and public sector Y EPNNE 1 7,822 -

Financial institutions SRS 716,747 -

Corporations 2 310,204 -
1,034,773 -

The listed debt investments represented the investments in listed debt instruments
mainly issued by financial institutions and corporations in Europe.

EHEHREEEIZHENEREERER
B2 LEMEBTARE -
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24. AVAILABLE-FOR-SALE FINANCIAL ASSETS 24, HHEESRMEE

2017

HK$'000
Fi T

Listed equity investments at fair value (note (a)) FHRAERE - AT ESER (K5 @) 237,959
Listed debt instruments, at fair value (note (b)) THEBLIE  RAFENER B D) 178,747
Unlisted investment, at fair value FELEWRE  EBERFETEE
— Insurance policy (note (c)) —{RE (X () 5,814
— Financial product investments (note (d)) — S REMRKRE (HEd) 59,825
Unlisted equity investment, at cost ELETRAIRE - LK AT BR
— Others (note (e)) —E b (F7E () 6,023
Total st 488,368
Notes: ff3E -
(@)  As at 31 December 2017, the listed equity investments represented 2.04% equity @ RZE—+HF+=—A=+—H0 LTRAE

interest or 30,389,058 shares in Dartong. During the year ended 31 December
2017, Dartong declared cash dividend of RMB1 per 10 shares. A dividend income
totaling HK$3,436,000 was recognised by the Group in the consolidated statement of
comprehensive income for the year ended 31 December 2017.

The fair value of the listed equity investments held as available-for-sale financial
assets has been determined directly with reference to published price quotation in
active market. During the year ended 31 December 2017, the decrease in fair value of
Dartong Shares of HK$5,099,000 has been dealt with in other comprehensive income
and the investment revaluation reserve.

As disclosed in note 2(a)A(i)(b), the listed equity investments were reclassified from
available-for-sales financial assets to financial assets at FVOCI upon the adoption of
HKFRS 9.

The listed debt instruments of HK$178,747,000 represented the investment in listed
debt instruments mainly issued by financial institutions and corporations in Europe.

The fair value of the debt instruments held as available-for-sale financial assets has
been determined directly with reference to published price quotation in active market.
During the year ended 31 December 2017, the increase in fair value of the debt
instruments of HK$42,000 has been dealt with in other comprehensive income and the
investment revaluation reserve for the year ended 31 December 2017.

As disclosed in note 2(a)A(i)(c), the listed debt instruments were reclassified from
available-for-sales financial assets to other financial assets at amortised cost upon the
adoption of HKFRS 9.

For the year ended 31 December 2017, the increase in fair value of HK$16,000 had
been dealt with in other comprehensive income and the investment revaluation
reserve. The fair value of investment in insurance policy is determined based on
account value as stated in cash surrender value statement issued by insurer.

As disclosed in note 2(a)A(i)(e), the insurance policy was reclassified from available-
for-sales financial assets to trading portfolio investments upon the adoption of
HKFRS 9.

(0)

B 45 K38 2.04% % 4E 5% 30,389,058 A A% {7 © &
Z_ET—+E+_A=+—HILFE AB
ERACHEFI0ORARE 1T - AEER
HE - ZT—+HF+-_A=+—RHILEEZL
A 2R ARERIE A S $£3,436,000 5
Tt o

HlEATHREESHEEY FTRAKRE
ZRAFENEBERERT S A ZREM
B BHE-T—+tF+-A=1+—ALHF
& Rk % 2~ FE R 25,099,000 T2
REMEERARBEEESHHBHERRE -

AP EE 2(2)AG) (b) PR ER - SRANE B BT 75 3R
SEAFEIRIE - ETRARES HAHH
ELREEET O RERATFEFAE LR
HERAZEREE -

178,747,000 8L 2 F M EK TAEEFER
BN e RS R DERITY FMEBIAR
ﬁ °

BEANEHECHEERK T A AFE
DEERERMISAHZREMET - RE
E-T+E+-A=+—-HILEE &%
TEZAF(EEMNA2000ETEREE =
—+EFE+-A=+—RHIEEHEMEEKA
MG EEHBENERE -

PN EE 2(a)AG) () PRI EE - RN ET BB T5 1R
EREANFEIRIE - LHEFETAD AR il
EeRMAEEN Y BERBHENATIRZH
hEREE -

HE_Z—+FT_A=+T—HLEFE 2
SF{E 516,000 78 7T B 70 E A 2 A 2 3%
BEHREHANRE REREZQAFEDR
REARHARSRREMTZKE SHEMm
BE -

AP EE 2(a)A)(e) FTHR BR - SRIAE B BT 75 3R

SEAFIFE RECHARBESHE
EEFNRERZEEKRE -



24. AVAILABLE-FOR-SALE FINANCIAL ASSETS (Continued)
Notes: (Continued)

(d)

(e)

The Group had purchased financial product investments from major banks in the
PRC. These financial product investments are not subject to maturity. The Group is
entitled to require the banks to redeem the investments with the banks at anytime
with immediate effect. The directors of the Company consider that the carrying value of
financial product investments approximates to their fair value at end of the reporting
period.

As disclosed in note 2(a)A(i)(e), the financial product investments was reclassified from
available-for-sales financial assets to trading portfolio investments upon the adoption
of HKFRS 9.

The balance represented 4.95% equity interests in Henan linjue Enterprise Company
Limited which was classified as available-for-sales financial assets and stated at cost as
at 31 December 2017.

As disclosed in note 2(a)A(i)(d), the unlisted equity investments were reclassified from
available-for-sales financial assets to financial assets at FVOCI upon the adoption of
HKFRS 9.

25. HELD-TO-MATURITY INVESTMENTS

26.
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24, IHHESRMEE (B)

i
(d)

(e)

(8

AEERNFEIZRTBECHERKRE
ZECTHERKRELEIHA - AEERER
BRERRITEERITIRE W BN AR - &
RAEERR NBREPR eRERRE
ZHREESEEL N EBEE

AN EE 2(a)A) ) TR ER - SR BRI T5 1R
SEAFIREK  EREMRECHAHH
ETMEEETORERZHAKRE -

R-ZT—+E+-A=+—0 AlkLE
WoBAHNESREE KRR AYIERZ
AEEBEEEMR A A4.95% AERS -

AP EE 22)AG)(d) PTHRER - FRANE BB 75 4R
SHREAFEIRIK - FFLHRARED A4t
HESBREESN D BAERATEAARM
EHMPAZEZRMEE °

25. FEINHRE

HK$'000
TAET

Listed debt instruments, at amortised cost EFHEBT R R EKAYER 1,138,704

Issued by: AT AL 397

Governments and public sector BT R 2 & 2B P 362,084

Financial institutions DRI 475,157

Corporations 2 301,463
1,138,704

Held-to-maturity investments were reclassified to other financial assets at

amortised cost upon the adoption of HKFRS 9.

INVENTORIES

26.

ROBEVHREENEIRR - HHEET
MR BB D BERBIHENAI R 2 E S

wE

2018
—E-N\F

HK$'000
FER

Raw materials R 584,342 369,402
Work-in-progress E&m 359,015 313,621
Finished goods and merchandises BIAK G N B 1,371,188 1,344,168

2,314,545 2,027,191
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INTERESTS IN JOINT VENTURES 27. i EEEER
2018 2017
—E-N\E —T—LF
HK$'000 HK$'000
TR BT
At 1 January mn—H—H 5117 -
Subscription of the shares of joint ventures R ELEZRD - 6,276
Share of total comprehensive income of joint ventures ~ fE{L & &% 2 2 EURAEEE (2,678) (1,159)
At 31 December R+—_A=+—H 2,439 5117

Particulars of the joint ventures, which are accounted for using equity method in
the consolidated financial statements, are as follows:

Place of
incorporation

Particulars of
issued capital
21T

BRAFE MR

Us$100
1003 7T

Corum Investment Management Limited
("Corum Investment”)

Cayman Islands

HES

US$10,000
10,0005 7T

Cayman Islands

HERE

Corum Capital Partners Limited
("Corum Capital”)

Despite the Group's holding of 40% equity interest in Corum Investment and
Corum Capital respectively, the directors have confirmed that neither the Group nor
other shareholders of the joint ventures has unilateral control over the operating
and financing decision of the joint ventures in accordance with the joint venture
agreement. Under HKFRS 11, these joint arrangements are classified as joint
ventures and have been accounted for in the consolidated financial statements
using equity method.

INTERESTS IN ASSOCIATES

Percentage of

28.

AV HREAFEAESREARZAEEDERF
== .
BaAR -

Principal activities and

interest held principal place of operation

BEER
FriEE 2t

2017
—E—+tF

FTEXBREIBEXME

40%  Investment holding in Hong Kong
REBREZK
40% Investment holding in Hong Kong

REBREERK

#E RN E 5 Bl A Corum Investment &
Corum Capital 2 40% [ X # =5 - R IE & &
Z O EEMAMELAEERAECEZHEM
MR AT EE HEIEHI & ¥ 2 EL RIER
KoBBEBYBMELENENSR  ZZE
BT EASELEARGAMIETHRE
HRAEDSEAALR -

Frib B & 1 R &

2018 2017

—E-N\FE —ZT—tF

HK$'000 HK$'000

FExT FHE T

At 1 January n—HA—H 99,648 88,841
Share of total comprehensive income of associates MBS AR 2 2R A LR 8,271 20,807
Dividend income from an associates B2 N A 2 B A (5,000) (10,000)
At 31 December R+—A=+—8H 102,919 99,648

Particulars of the principal associate, which is a limited liability company, at 31
December 2018 are as follows:

Place of
incorporation

Particulars of

issued capital

BROREHEE
HK$600,000
600,000 & 7T

A AR 3L 4t B
Hong Kong
B

Fair Future Industrial Limited
("Fair Future”)

EXEXBERAR(EX])

(ZZFE—+F :25%)

Percentage of

R-Z—N\F+-A=+—H TBREA
Al CRARAR) ZH#EMT ;

Principal activities
and Principal

interest held place of operation

A&
FrisE 2t
25%

(2017: 25%)

FTEXBRIBEXME

Manufacturing of watches and
related accessories in the PRC

R B S B R R AR R AC 1
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28. INTERESTS IN ASSOCIATES (Continued) 28.
The summarised financial information of the Group’s material associate extracted

FribEE AR s (8)
NTRBE-T-N\FER-_F—tF+=A
=+ —HIEFEASBEAEZ QR 2B

from its management accounts for the years ended 31 December 2018 and 2017 is

as follows: BREE (s HEEERB) !
2018
—E2E-N\F
HK$'000
FExT
Fair Future #x
As at 31 December R+=—HA=+—8
Current assets MENEE 679,548 646,529
Non-current assets ERBEE 140,252 149,798
Current liabilities mEa & (556,625) (543,665)
Non-current liabilities EREBARE (275) (803)
Net assets EEFE 262,900 251,859
Less: Non-controlling interests o FEFER R R (352) (616)
Net assets attributable to owners of the associate K& N THEEABLEEZE 262,548 251,243
Reconciliation to the Group’s interest in TEEREREZES ZHIER
Fair Future:
Proportion of the Group’s ownership RNEEYEF#E 2 LA 25% 25%
Group's share of net assets of the associate AEBEEEBE AR ZEEFE 65,725 62,965
Goodwill on acquisition Wi 2 37,987 37,987
Effect of unrealised profits arising from the transactions KB —EBE R GRH 2 A ER
with an associate i M 52 (1,151) (1,595)
Other reconciliation items Ha ¥ ER18 B 208 141
Carrying amount of the investment KEREE 102,769 99,498

For the year ended 31 December

BE+-A=+—HLEFE

2018
—2-N\f

HK$'000
TR

2017
—E—tF
HK$'000
FHET

Revenue WA 1,223,729 1,186,391
Profit for the year AR R A 31,510 80,038
Other comprehensive income Ha 2w A (468) 385
Total comprehensive income e oL 31,042 80,423
Profit for the year attributable to owners of an associate — fE B ‘& /A R A A JEAE AR F [ )i 7 31,774 80,038
Total comprehensive income for the year attributable to ~ — & Bt & 2 1A A JE(G AN FE

owners of an associate ZERALTE 31,306 80,423
Reconciliation to the Group's share of results of TEBRGENEBZHE:

Fair Future:
Proportion of the Group’s ownership RNEE A2 I 25% 25%
Group's share of profits of the associate REEEEEE QR Zm A 7,943 20,009
Effects of unrealised profits arising from the transactions R 5 81— & N RR P 2 K EH

with an associate il 444 702
Share of profit of the associate for the year FE(R S A& R alm T 8,387 20,711
Group's share of other comprehensive income of REERGBE AR ZHM 2 KA

the associate (117) 96
Other Hh 1 -
Share of total comprehensive income of the associate ~ JE{SHf & AR 2 2 FE UL A 4258 8,271 20,807
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29. PROPERTY, PLANT AND EQUIPMENT

BRERRE B AR A

29. M¥ - BERRKE

Furniture,
fixtures
Land and Leasehold Plant and and office Motor
huildings  improvements machinery equipment vehicles
HE %E
1HEET HENEEE HEREE RHENERG RE
HK$000 HK$ 000 HK$ 000 HK$ 1000
AL AL AL TAL
At 1 January 2017 R=F-t%-B-A
Cost A 443,761 5,904 197,786 349,308 4750 24997 1319278
Accumulated depreciation ZiME (55,179) (33.049) (65.412) (182,896) (34.721) - (371,256)
Net carrying amount BERE 388,582 128% 13,374 166,412 12,801 234997 948,022
Year ended 31 December 2017 BE-E-tF
tZB=+-ALEE
Opening net book amount ENEESE 388,582 1285 13,374 16,412 12,801 234997 948,022
Additions e 11,048 36,140 9475 51,851 DAL 60,951 2005
Transfer 2E 246,90 - - - - (246,960) -
Acquisition of subsidiaris (note 51.2) WM B AR (F3E51.2) - 30 - 78 - - 108
Disposal of subsidaries (note 12.2) HERBLR (HiE122) - (5,587) (46,013) (2,488) (229 - (34317)
Depreciation it (19815) (12,867) (20,356) (62,634) (4,095) - (119,767)
Disposal e (5.727) 351) (592) - (636) - (10.466)
Exchange realignment [EA% 28251 11 10258 9,288 564 1133 61,471
Closing carrying amount EREAE 679,299 28,838 85,146 162,507 11,19 60,321 1,021,303
At 31 December 2017 R=E-tF+ZA=1-H
Cost WA 738529 64,140 16,230 116957 16313 60,321 1,492,490
Accumulated depreciation ZithE (39.30) (35,300 (81,084 (254 450) (35121) - (465,187)
Net carrying amount RERE 679,299 28,838 85,146 162,507 1119 60,321 1027303
Year ended 31 December 2018 B2-E-N\F
tZB=+-ALEE
Opening net book amount ENERTE 679,299 28,838 85,146 162,507 11,192 60,321 1,027,303
Additions hE 28,874 19,916 5,123 51,849 47191 2471 113,030
Transfer B 19,648 - 5 - - (20,387) (687)
Acquistion of subsidiaries (note 51.1) WEmBAR (Britsn) 21,33 3,637 859 6,915 m - 39,116
Depreciation it (33,136) (17.311) (11,512) (61,248) (3,048) - (126,255)
Disposal e (16) (138) (61) (314) (1,060) - (1,589)
Exchange realignment EXAE (8,137) (1,482) (666) (2,485) (576) (836) (14,18)
Closing carrying amount EREAE 713,765 33,460 78,941 157,224 1M 575 1,036,736
At 31 December 2018 R=E-NE+ZA=1-H
Cost A 801,236 85,196 193,058 580,813 48213 41,575 1,750,091
Accumulated depreciation ZithE (87.471) (51,736) (114,117) (423,589) (36,442) - (713,355)
Net carrying amount BERE 713,765 33,460 78,941 157,224 1M 4,575 1,036,736

At 31 December 2018, land and buildings in Switzerland with an aggregated
carrying value of HK$120,711,000 (2017: HK$117,871,000) have been pledged to
secure banking facilities granted to the Group (note 39).

R-ZZE—-N\F+ZA=+—H8 KEEZE
R A B £ BR T 4218 120,711,0008 7T (==
—-4F :117,871,00078 7T ) 2 T MIEF LUE
FIRITREE (MI5E39) ©



30.

INVESTMENT PROPERTIES

All of the Group's property interests held under operating leases to earn rentals or
for capital appreciation purposes are measured using the fair value model and are
classified and accounted for as investment properties.

Changes to the carrying amounts presented in the consolidated statement of
financial position can be summarised as follows:

289

=—)\FF3R 2018 Annual Report

30. REYE
K E= B P A ot BRERFE & sl B A8 {E T LAAS
SR EZWERE R DIEAFEEXE
s UWHOBBKARAKEY -

EC,* BN R 25 2 FRE (B2 Bt a0

7|

2018
—E-N\F

2017
—tF
HK$'000
TATT

HK$'000
TR

Carrying amount at 1 January R—A—RZEKmE 125,384 107,779
Transfer from property, plant and equipment ERamE  BWELRERE 57,815 -
Net (deficit)/surplus on revaluation of investment WEMEB Gz (B, BEFHE

properties (4,066) 17,605
Carrying amount at 31 December WNt+—RA=+—HEHEAE 179,133 125,384

The carrying amounts of the Group’s investment properties situated in Hong Kong

AREBMNEERPEAFHRBLOFAEZR

and the PRC held under medium-term leases are analysed as follows: EBWMEZEmMESTWOT :
2018 2017
—EBE-NFE —ZE—+F
HK$'000 HK$'000
FET T
Hong Kong BB 26,000 25,500
PRC H 153,133 99,884
179,133 125,384

At 31 December 2018, the Group has not obtained the relevant title certificates
for investment properties with an aggregate carrying value of HK$46,340,000
(2017: HK$43,318,000). The Group's legal advisors have confirmed that the Group
is the rightful and equitable owner of these investment properties. The directors
are now in process of obtaining the title certificates from the relevant government
authorities.

Investment properties were revalued at 31 December 2018 and 2017 by Asset
Appraisal and Chung, Chan & Associate, independent professionally qualified
valuers, at HK$179,133,000 (2017: HK$125,384,000) in aggregate. Asset Appraisal
is a member of Hong Kong Institutes of Surveyors and Chung, Chan & Associates
is a member of Royal Institution of Chartered Surveyors. Both have appropriate
qualifications and relevant experiences in the location and category of properties
being valued.

RZE—NF+-_A=+—H ~EET
R 3t BE T 4218 46,340,000 8 7T (B —+4F ¢

43,318,000/870) 2 R EMEES B EERE
H o REBARBERMOHER  AEEAZS

REMEZ QA EZHAA - EFHIERA
FARR T B RS SR M A

Txéfi@%ﬁé_z —NEFER-ZT—+F+_-A
ST HEBYERR 1&@%@2&%5&

Chung, Chan & Assouate iﬁﬁ% & $£179,133,000

BT (ZZT — 4+ 1 125,384,000 7T) °
BERABBREANEEHE - Chung, Chan &
Associate 8I| & 5 B ?%H\EUEEW Begs -

MEGREBREYEZLERDE T E AR
EEER MRS -
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30. INVESTMENT PROPERTIES (Continued)

Fair value hierarchy

The fair value of investment properties is a Level 3 recurring fair value
measurement. A reconciliation of the opening and closing fair value balance is
provided below.

. REWME(E)

DFER G
BREWNERZ A VFER/E ZBREEAFER
B FHRFRAFEGHRZEREIIWT -

2018 2017
B N\FE T+t

HK$’'000 HK$°000
FHET THETT

Opening balance (Level 3 recurring fair value)

FUER (R

BHIEAFE) 125,384 107,779

Transfer from property, plant and equipment EEEME  WELREE 57,815 -
Net (deficit)/surplus on revaluation of investment MERMKEECREDEEMRZ
properties charge to profit and loss (B4t /B3 (4,066) 17,605
Closing balance (Level 3 recurring fair value) FRER(FE=ZELEERFE) 179,133 125,384
Change in unrealised (loss)/gain for the yearincludedin St + = A =+ —BAFEEEETA
profit or loss for assets held at 31 December A EE s FERER
(E18) =g (4,066) 17,605
Change in unrealised gain for the year included in other Ft+—=A=+—BFFEEEEFTA
comprehensive income for assets held at 31 December b & U A 2 4 & K & 38 Y 25
&= 57,128 -

During the years ended 31 December 2018 and 2017, there were no transfers
between Level 1 and Level 2, or transfers into or out of Level 3. The Group’s policy
is to recognise transfers between levels of fair value hierarchy as at the end of the
reporting period in which they occur.

For the fair value measurement for investment properties in the PRC under income
approach, the fair value was determined by taking into account the net rental
incomes of the properties derived from the existing tenancies with due allowance
for the reversionary income potential of the tenancies, which are then capitalised
into the values at appropriate capitalisation rates.

Significant unobservable inputs Range
Capitalisation rate 2.0% to 6.50%
(2017: 2.2% t0 6.43%)

HK$6.51 to HK$114.89
(2017: HK$5.16 to HK$99)

Market unit rent per square metre

A lower in the capitalisation rate and a higher in the market unit rent used would
result in an increase in the fair value measurement of the investment properties,
and vice versa.

For the fair value measurement for investment property in Hong Kong under direct
comparison method, it is assumed that each of the properties is capable of being
sold in its existing state with the benefit of vacant possession and by making
reference to comparable sales evidence as available in the relevant markets.

REBEZ2-_FZ—N\EFER-_ZE—+F+_-HA
=+ —HUEFE FEHFE_EHITE
HE NEERAF B E - EEE
e AEE B ABREA 2 REBRER
B RFERBNIKFE 2Bz 85 -

IR e EF 2P EKREYE N FE

& RAPENFAZSDERREMEESL

ZHEBWRAFE  WERINEEER 2R

éﬁg CHRREE AN R BT E ARG
BfE-

BERATTER@GAEE &E
BEARE L E 2.0% = 6.50%
—E—+F

2.2% % 6.43%)

BATMSEHES 6518 TLE
(8TFHK) 114.897 7T
—T—tF:

51685 TZE 997 7T)

ERREENMLRERSELMSEE SR
BHFEREMEZ NTEEM  RZIFA °

WRBEEERLEIEZAETEREMERF
EME @ IEREEVEAJRERRRE R
& WBEBEMSAFZALEHERRE -



30. INVESTMENT PROPERTIES (Continued)

31.

Fair value hierarchy (Continued)

One of the key inputs used under direct comparison method in valuing the
investment property was the price per square feet and taking into account location
and other individual factors. The price per square feet used is approximately
HK$17,020 (2017: HK$15,199). An increase in the price per square feet would
result in an increase in the fair value measurement of the investment property, and
vice versa.

There has been no change from the valuation technique used in the prior year. The
fair value measurement is based on the above properties’ highest and best use,
which does not differ from their actual use.

PREPAID LAND LEASE PAYMENTS
Changes to the carrying amounts are summarised as follows:

30.

31.
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REYE (E)

AFEZR (E)

FHEREMER  BEELUBEBETNEZHA
HEZ—ABFEFRER Bt RMNERE
MEREZ - fTASFE A RERKL A17,020
BT (ZZE—+HF 115198 7T) c FFEAHR
B EASEBEYMEATETEEM
RZ IR ©

RE—FEERZEETELEES - AT
ENRE LA E L & MRERGREE

AHE RERAGRAERARYER -
BATHEERE
FEEEZFHERMT

2018
—E2-N\F

2017
—E—tF
HK$'000
FHET

HK$'000
TR

Carrying amount at 1 January R—A—RAZEmE 51,083 59,042
Amortisation during the year FREH (864) (1,219)
Disposal of subsidiaries (note12.1) HEREB AR (FTeE12.1) - (11,977)
Exchange realignment M 5 2 (2,614) 5,237
Carrying amount at 31 December WH—_A=+—RAKHEE 47,605 51,083

As at 31 December 2018, the amount of the Group's prepaid land lease payments
expected to be recognised as expense after more than one year is HK$46,775,000
(2017: HK$50,207,000). The remaining prepaid land lease payments are expected
to be recognised as expense within one year.

As at 31 December 2018 and 2017, all of the Group's prepaid land lease payments
are related to land located in the PRC and held under medium-term leases.

NZEBE-N\E+_A=+—0 Kr&EF—%
g IEET B R AE R 2 BN L ER
XA 46,775,000 7 7T, (—ZF —+ 4 : 50,207,000
BIT) c B NN L EFIBTEA S —
FAEREER -

RZE-—N\EFER_FE—tF+_A=+—
B AEE BN HHEEZIE D EA R
R REFREHAFE 2 T ER -
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32. INTANGIBLE ASSETS

3. BILEE

Supplier and
distribution
networks Patents  Trading rights
R R
Vil L EVill: ] RE
HK$'000 HK$'000 HK$'000
THx THT BT
At 1 January 2017 R-ZZE-t5-A-H
Cost KA 20,417 220,106 30,564 - 271,087
Accumulated amortisation and S BEELRERE
impairment losses (13,603) (102,310) (30,270) - (146,183
Net carrying amount REFE 6,814 117,1% 294 - 124,904
Year ended 31 December 2017 BE-ZE—tHF+ZA=1t-AHL
EE
Opening carrying amount ENERE 6,814 117,1% 294 - 124,904
Acquisition of subsidiaries WEKBAF
(notes 51.2 and 51.3) (FraE51.2%513) - - - 7,246 7,246
Impairment loss for the year (note 8)  ZF AR E A 12 (Ff5E8) - (123,070) (308) - (123378)
Amortisation B (1,672) (74) (65) - (1,811)
Exchange realignment ER AR 43 5,653 79 - 6,175
Closing carrying amount EXRERE 5,585 305 - 7,246 13,136
At 31 December 2017 RZE-tHE+ZA=1+-H
Cost KA 21,857 236,246 32,03 7,246 297,552
Accumulated amortisation and S EERAERR
impairment losses (16,272) (235,941) (32,203) - (284.416)
Net carrying amount BEFE 5,585 305 - 7,246 13,136
Year ended 31 December 2018 BE-Z-)N\f
TZA=t-HLEE
Opening carrying amount FOEREE 5,585 305 - 7,246 13,136
Acquisition of subsidiaries (note 51.1)  YtBEHI B 22 &l (PEE51.1) - 42,000 - - 42,000
Amortisation B (1,718) (76) - - (1,794)
Exchange realignment B A 68 (100) - - (32
Closing carrying amount EXERE 3,935 42,129 - 7,246 53,310
At 31 December 2018 RZE-N\E+ZA=1+-H
Cost KA 20,927 271,867 32,203 1,246 332,243
Accumulated amortisation and S EERAERR
impairment losses (16,992) (229,738) (32,203) - (278,933)
Net carrying amount BEFE 3,935 42,129 - 7,246 53,310

As at 31 December 2018, intangible assets of HK$46,064,000 (2017:
HK$5,890,000) are attributable to watches and timepieces business while
intangible assets of HK$7,246,000 (2017: HK$7,246,000) are attributable to
financial business.

Intangible assets with indefinite useful lives amounted to HK$27,011,000 are
attributable to the CGU of Corum Group. The recoverable amount of the CGU of
Corum Group has been determined from value-in-use calculation in which overall
negative cash flow is expected. The recoverable amount of the CGU of Corum
Group as at 31 December 2017 would be nil. In the opinion of the directors of
the Company, the revenue growth of Corum Group is not achieved as previously
expected and it is uncertain that those intangible assets could generated economic
benefit to Corum Group. As such, an impairment loss on the intangible assets of
HK$27,011,000 was recognised in the consolidated statement of comprehensive
income for the year ended 31 December 2017.

RZE—-NF+_A=+—8 EBFEE
46,064,000 7% 7T ( == —+4F : 5,890,000 57T )
TREEGERBTERER MERVEE
7,246,000 7T (== —t 4 : 7,246,000/5 7T)
BIskE &R %R -

BaEERcELENEGEAEROFERSE
H 7 WA E 527,011,00008 T - B EE
REeEABMN 2 RESEIAHEFRAE
BEET FEHRHREZEResRE -N_%
—+tH+-A=+-—"H E&EBELEL
Bz WEEEAT NAREERE
EntE 2 WARIES R AIBHEE R EX
BEZEETEERHEREEELEHER
= o AL\ E ERE R 18 27,011,000 73 7T
NBE-_Z—+E&+-_A=+—HILFE&
ArEWARPIER -
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33.

INTANGIBLE ASSETS (Continued)

The recoverable amount of this CGU is determined based on a value-in-use
calculation which uses cash flow projections based on financial budgets approved
by the directors covering a five-year period, followed by an extrapolation of
expected cash flow at the zero growth rate which do not exceed the long-term
growth rate for the business in which the CGU operates, and a discount rate of
16.95% per annum. The discount rate used is pre-tax and reflect specific risks
relating to the CGU. No further impairment loss would be provided for the year
ended 31 December 2018.

Intangible assets with indefinite useful lives amounted to HK$96,058,000
and intangible assets with definite useful lives amounted to HK$309,000 are
attributable to the CGU of The Dreyfuss Group Limited and its subsidiaries
("Dreyfuss Group”). As the recoverable amount of the CGU of Dreyfuss Group
would be nil, an impairment loss on the intangible assets of HK$96,367,000 was
recognised in the consolidated statement of comprehensive income for the year
ended 31 December 2017. Details of the impairment assessment of the CGU of
Dreyfuss Group are set out in note 33 to the consolidated financial statements. No
further impairment loss would be provided for the year ended 31 December 2018.

Intangible assets with indefinite useful lives amounted to HK$2,850,000 (2017:
HK$2,850,000) and HK$4,396,000 (2017: 4,396,000) are attributable to the CGU
of Shun Heng and Metasequoia Capital respectively. Details of the impairment
assessment of the CGU of Shun Heng and Metasequoia Capital are set out in note
33 to the consolidated financial statements.

GOODWILL

The amount of goodwill capitalised as an asset recognised in the consolidated
statement of financial position, arising from business combinations, is as follows:

32.

33.
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BmEEE (8)
ZATELBEU A NE S AERE
REEET ARtEEREFMILERSR
hERIMBREZRESRERD  BRT
BEX(EMEENREELBMLECE
B2 KRB R E) I 6 B3R % 16.95% HE i 78
HRERE -FTAHMRESRRREELE
MR ERR < BRBAILL R - BE—F—\F
T-A=1t—BLHFE YEFREZRE
B R -

7 The Dreyfuss Group Limited &2 £ B B 2 7]
([HREEE ) BeELENEGEERA
{35 A3 F Hi 2 8 JF & = /5 96,058,000 78 7T & AJ
FRFEAR 2 EFEE R309,00087T © &
E-T—+tHF+A=+—HLEFE @HR
TREEERSEASEM KBS R
T A BB E 18 96,367,000 78 T A 4R
AEEWRARTER FHETEEERE S
EABMZREF AHBHNGEATBHE
33 gz —T— \F+-_A=+—HIt
FE - WETIREZREBERE -

BB &R AT H 2 E & E 2,850,0008 7T
—ZF—+ 4 12,850,000 7T) N 4,396,000 7
T (ZZF—+ % : 4,396,000/8 7T) D Rl B R
EEMKEEEZRSEESBMN - 5F koK
PEEZRESEEBN ZREFGEFBEHR
A HRARMEIS -

5k
EBEHELE CBHBENMCE BN I
ARRRERBDEELT -

2018
—E-N\F

2017
—E—tF
HK$'000
FHET

HK$'000
TR

At 1 January n—A—H

Gross carrying amount BRmEAE 1,053,412 980,561

Accumulated impairment losses R REREE (147,376) (117,727)
Net carrying amount BRHEFE 906,036 862,834
Year ended 31 December BE+-HA=+—HLFE

Opening carrying amount FYRREE 906,036 862,834

Acquisition of subsidiaries (note 51) Ug BB B A &) (M 5E51) 201,454 3,080

Impairment loss RIEEE = (19,000)

Exchange realignment ME W & (35,938) 59,122
Closing carrying amount FRE@E 1,071,552 906,036
At 31 December R+=—BA=+—H

Gross carrying amount REARE 1,213,345 1,053,412

Accumulated impairment losses Z2ETRERE 1B (141,793) (147,376)
Net carrying amount REDFE 1,071,552 906,036
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33. GOODWILL (Continued)

For the purpose of impairment testing, goodwill is allocated to the CGUs under
watch and timepieces segment and banking and financial businesses segment. The
CGUs were identified as follows:

Segment

3. BB (B)

B TREAR - BROREEE R H
AURRIREBER DRI RO ELE
o HeEEBRDEBIA -

2018
—E-N\EF
HK$'000

28

TR

Jia Cheng Investment Limited and its subsidiaries Watches and timepieces 623,243 657,315
EREEER AR LEMBE AT SR R AT EE M

Corum Group Watches and timepieces 49,347 49,640
EH5E Bk MR E S

Dreyfuss Group Watches and timepieces 92,446 97,736
HiEkEE R R R E M

Bendura Group Banking business 244,192 245,641
B IRITE

Shun Heng Financial business 801 801
FF SENE

Metasquoia Capital Financial business 2,279 2,279
KB E S EER

Ernest Borel Watches and timepieces 201,037 -
1RO B Sk R ETEE oh

Gross carrying amount 1,213,345 1,053,412
R 4AE

Valuations were carried out by Asset Appraisal to assess the recoverable amount
of the goodwill arising from the acquisitions. The Group's management's key
assumptions for the Group include stable profit margins, which have been
determined based on the past performance and its expectations for the market
share after taking into consideration of published market forecasts included in
industry reports.

Jia Cheng Investment Limited and its subsidiaries

The recoverable amount of this CGU is determined based on a value-in-use
calculation which uses cash flow projections based on financial budgets approved
by the directors covering a five-year period, followed by an extrapolation of
expected cash flow at the zero growth rate (2017: zero) which do not exceed
the long-term growth rate for the business in which the CGU operates, and a
discount rate of 19.79% per annum (2017: 19.47%). The discount rate used is pre-
tax and reflect specific risks relating to the CGU. The directors believe that any
reasonably possible changes in the key assumptions on which recoverable amount
is based would not cause the aggregate carrying amount to exceed the aggregate
recoverable of the CGU as at 31 December 2018 and 2017. No impairment loss
was recognised since the acquisition of Jia Cheng Investment Limited and its
subsidiaries.

Corum Group
The goodwill arising from the acquisition of Corum Group in the watch and
timepieces segment had been fully impaired in previous years.

REEDETRE U HRBRELERE
ZAIRE SRR AEEEEERAEE 2
ERJEBEREEE G - THEFRRER
HEMAMHISEANE  ZEERREED
BHARBEHETE °

ERBREERATAREMB AR

ZIReEEBMN ARSI AT E R
BEET BUTETHRESMEREZR
FHHBEBECRESRETED - BIRTIE
RR(ZZ—+F: ) (ETHBBRESE
FEBEMEEZER 2 RBBER) RFRE
&19.79% (ZF—+H 4 1 19.47%) HET FEHIIR
ERE - FTAIRRKARMIBEEEENFF
ERB BRI R -BEERE BEXTE
BB Z RSB REE BTS2 AN E e 58
TeERFFEAAERBRSELENN T
—N\FERZE—+tF+_A=+—B82z2HK
O RIB4A%E - QWBENREGR AR RE
B BB 2 B A PR 3 4 FE w2 R (B /S 18 o

B %
R SR B R RIS AT ER DA 2
BHNBE TS B BN -



33. GOODWILL (Continued)

Dreyfuss Group

Dreyfuss Group incurred loss for the year ended 31 December 2017 and the
revenue growth and the plan of new market development are not achieved as
previously expected. The directors of the Company considered the goodwill arising
from the acquisition of Dreyfuss Group should be impaired. The recoverable
amount of the CGU of Dreyfuss Group as at 31 December 2018 would be nil (2017:
nil). An impairment loss on the goodwill of HK$19,000,000 was recognised in the
consolidated statement of comprehensive income for the year ended 31 December
2017.

The recoverable amount of this CGU is determined based on a value-in-use
calculation which uses cash flow projections based on financial budgets approved
by the directors covering a five-year period, followed by an extrapolation of
expected cash flow at the zero growth rate which do not exceed the long-term
growth rate for the business in which the CGU operates, and a discount rate of
15.21% per annum. The discount rate used is pre-tax and reflect specific risks
relating to the CGU.

Bendura Group

The recoverable amount of this CGU is determined based on a value-in-use
calculation which uses cash flow projections based on financial budgets approved
by the directors covering a five-year period, followed by an extrapolation of
expected cash flow at the zero growth rates (2017: Zero) which do not exceed
the long-term growth rate for the business in which the CGU operates, and a
discount rate of 12.48% (2017: 12.35%) per annum. The discount rate used is pre-
tax and reflect specific risks relating to the CGU. The directors believe that any
reasonably possible changes in the key assumptions on which recoverable amount
is based would not cause the aggregate carrying amount to exceed the aggregate
recoverable of the CGU as at 31 December 2018 and 2017. No impairment loss was
recognised since the acquisition of Bendura Group.

Shun Heng and Metasequoia Capital

The recoverable amounts of these CGUs are determined by the directors based
on fair value less costs of disposal. The determination of fair value less costs of
disposal is based on the recent similar transactions in the market. The fair value less
cost of disposal of these CGUs are level 3 recurring fair value measurement. The
key significant unobservable inputs to determine the fair value less cost of disposal
are the discount specific to uncertainty on expected profitability of those CGUs. The
higher in the discount would result in a lower the fair value less cost of disposal of
the CGUs, and vice versa. The directors of the Company concluded that, based on
the assessment result, no impairment loss on goodwill has been recognised for the
year.

Ernest Borel

The recoverable amount of the CGU are determined by the directors based on fair
value less costs of disposal. The determination of fair value less costs of disposal is
based on the market price of Ernest Borel's share. The fair value less cost of disposal
of the CGU is level 1 fair value measurement. The directors of the Company
concluded that, based on the assessment result, no impairment loss on goodwill
has been recognised for the year.

Goodwill arising from business combinations prior to 2001

Goodwill arising from business combinations prior to 2001 had been eliminated
against the consolidated reserves. As at 31 December 2018, the carrying amount of
goodwill in the consolidated reserves was HK$15,300,000 (2017: HK$15,300,000).
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34. OTHER ASSETS 3. EEE

2018 2017
—B-N\E —T—tF

HK$'000 HK$'000

FiB Fis

Other receivables Hh i WK 174,845 164,998
Dividend receivable from an associate (note 50.1) e —RIBE L A TR S (FFEE50.1) 5,000 17,500
Consideration receivable from an associate in respect HERELBEK —BEHE R aRE

of disposal of brand name (note 50.1) (Bf3£50.1) = 20,000
Consideration receivable in respect of LENBRRZEUYARE

disposal of subsidiaries - 45,460
Debt component of convertible bond investment AMREFRENEBE LS

(note 21(a)) (MF5E21(a)) - 8,421
Amounts due from an associate (note 50.1) JE Uk — REl Bt 2 X &) )08 (M 3E50.1) 18,280 22,457
Amounts due from related companies (note 50.1) FEW R E N T 708 (MEE50.1) 1,065 1,065
Prepayments TEfT5RIE 111,285 67,277
Deposits e 37,450 35,395
Management and performance fees receivables EWEIE RBHE 12,606 14,191
Other interest receivables oAt B R B 36,128 34,034
Settlement and clearing account R M EERP 911 19,800

397,570 450,598

Other receivables represented cash advance to staff, VAT receivable, other
advances and deposits in the securities accounts.

As at 31 December 2018, the amount of the Group’s other assets expected to be
recovered or recognised as expense after more than one year is HK$17,484,000
(2017: HK$16,367,000). The remaining other assets are expected to be recovered
or recognised as expense within one year.

None of the above other receivables is either past due or impaired. Other
receivables relate to counterparties for which there was no recent history of
default.

Movements in expected credit losses for the other assets are as follows:

Hip Y REIEENE T 2 RE - BEHE
WORKIR ~ HMBR M ESFKRP 2T -

R-ZZE—-N\FE+-_A=+—8 KEFEHM
BEEFEN—FRUOERAER T 2%
%8 /517,484,000 78 7T, (—Z —44F : 16,367,000
BIL) c B NHMEEEF N —FRIKE 5t
WRAERT -

bt E A R A B SR (E - R 5 E
7378 B 2 E A e MR I S T HE R AR 8% o

HpEEZRREEBRESHNT

2018
—E-N\F

HK$'000

FAT

At 1 January m—H—H -
Effect of the adoption of HKFRS 9 RN EBMBRELEAEIR 2 E 5313

At 31 December 2018

RZE—NF+_A=+—H 5,313
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2018
—E-N\F

HK$'000
TR

297

2017
—E—+tF
HK$'000
FHET

Due to clients precious metals ENEFELBRIE 73,950 45,865
Other amounts due to clients, mainly bank deposits Hib A E P HRIE (FZRRITER) 12,430,641 14,224,224
12,504,591 14,270,089

36. TRADE PAYABLES

Trade payables arising from watches and timepiece

36. AR

ik MRt E o X E A 2 BITERK

2018
—2-N\fF

HK$'000
TR

2017
—E—tF
HK$'000
FHET

business (note a) (KfsEa) 280,567 262,629
Trade payables arising from financial business (note b): & BS54 2 FEHBR X (M 5ED) -

— Cash clients —ReEP 36,496 40,276

— Margin clients —REBZEP 2,294 2,893

— Clearing house —#EET 4,749 -

43,539 43,169

Trade payables JE 1] BR 3K 324,106 305,798

(@)  The credit terms of trade payables arising watches and timepieces business
vary according to the terms agreed with different suppliers. Trade payables to
watches and timepieces business are non-interest bearing.

Ageing analysis of trade payables arising from watches and timepieces
business as at the reporting dates, based on the invoice dates, is as follows:

@ EHRREHERLBEL Y BHERS
B R BN R T B 2 IR
B - BT E R R 2 R
Tt -

ST QR AT A 2 B BE
RREZHBRHREB 2RR I
T

2018
—E-N\F

2017
—EF—+F
HK$'000
FHBIT

HK$'000
TR

1 to 3 months 12318 A 215,854 172,581
4 to 6 months 4z 61E A 25,151 23,410
Over 6 months HBiE6{E A 39,562 66,638

280,567 262,629

(b)  The settlement term of trade payables arising from the financial business of
securities dealing is “T+2". Trade payables arising from financial business
during the “T+2" period are current whereas those which are outstanding
after the "T+2" period are repayable on demand.

37. CONTRACT LIABILITIES

The contract liabilities mainly represented the advance consideration received from
customer. As at 31 December 2018, the aggregated amount of transaction price
allocated to remaining performance obligations under the Group's existing contract
is HK$30,918,000. The Group will recognise the expected revenue in future when
or as the work is completed, which is expected to occur in the next 12 month.

b) BFEREBELZENERZEEN
BRAIT+2] P [T+2 | BARE - S RO E
HZ M ERFKBENE - M [T+2 ] HifE

% HAEEZENERRRIAREZRE

g

37. ENEE
EHEEXTEAERPKRBZEMRRE K
—E-)\Ft+ZA=+—8 sk=LEE
BEAHNTRGBHET 2R S BIRERER
30,918,000 78 7T © AR - ANEE [ #5 PR Sk BLTEAK
TRRERFEHWA - BNFEEE R R 1218 A

#ETT o
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38. CORPORATE BONDS

38. AFEMESF

2018 2017

—E-\F —T %

HK$'000 HK$'000

FExT FAETT

At 1 January n—A—H 732,978 692,127
Amortisation of transaction costs N ¥ 4,243 4,022
Sales of corporate bonds HENTES 27,566 392
Exchange realignment PE 5 R (4,543) 36,437
At 31 December R+=—A=+—8H 760,244 732,978

On 24 July 2014, the Group issued CHF denominated corporate bonds of principal
amount of CHF100,000,000 bears interest at 3.625% per annum. The interests of
the corporate bonds are paid in arrears on 24 July every year. The corporate bonds
are listed in SIX Swiss Exchange in Switzerland and guaranteed by the Company.
The corporate bonds will mature on 24 July 2019.

Net proceeds from the issue of the corporate bonds, as reduced by transaction
cost, amounted to approximately CHF97,295,000 (equivalent to approximately
HK$762,913,000).

The Group may, at any time after the date of issuance and prior to the date
of maturity, redeem the whole corporate bonds at 100% of the total principal
amounts together with payments of interest accrued up to the dates of such early
redemption by serving a prior notice to a period of not less than 30 days nor more
than 60 days.

During the year ended 31 December 2018, the Group had sold certain re-
purchased corporate bonds with principal amount of CHF3,460,000 (equivalent to
approximately HK$27,728,000) at the consideration of CHF3,440,000 (equivalent
to approximately HK$27,566,000) in the public market.

During the year ended 31 December 2017, the Group had sold certain re-purchased
corporate bonds with principal amount of CHF50,000 (equivalent to approximately
HK$396,000) at the consideration of CHF49,500 (equivalent to approximately
HK$392,000) in the public market.

During the year ended 31 December 2018 and 2017, the Group had not
repurchased any corporate bonds.

R-ZE—MNFE+A-+NE  "EBHETH
TIARSARES + AN&RE 4 100,000,000 3 1
SEBD  IREFIEK3.625% 18 o ZE N AIMEF
FMERSFELAZTHBES BN -ZE
NAEEFR TR LSRG EMERAAR
AIER - ZERAEFER=_ZE—NFLA
—+ B RE -

BOIRBBESZIGREFE (KBRS
X ZN) A 4997,295,000 58 T35 B8 (FEE R4
762,913,000 7T,) ©

REETRIEITREBIMEBEBHEINEE A
BHNLRI0A R TZR60B 2 ERBA -
ARG EEEI100%ER B E ZieFE L A H
IFEAFBFEER 2B AFES -

HE-_Z—N\E+-_A=+—HILEE =K
EEE R RAFATS &4 £ 5 4 3,460,000 I
SRR (FEE R #927,728,00078 7T) 2 & T
@A EMES - 18 43,440,000 3% L+ 5 BE (45
B 4927,566,000 87T ) ©

HE-_Z—+H+_A=+—HILEFE =K
EEERARAMEHE RS T 450,000 1
SEBE (FBE R 49396,00058 7T) v & THE A
FlfE% KB 549,50058 358 (FBE AL
392,000/87T) ©

E-F-\ER-FLE+ A=t
ALLER  AEELFBETTARES -



ZZT—)\FFH 2018 Annual Report 2 99

39. BORROWINGS 39. €&
2018 2017
—E-NE —T—i%F
HK$'000 HK$'000
FET FAT
Bank overdrafts (note 39.1) RITIE S (MH5E39.1) 14,822 54,466
Bank borrowings (note 39.1) R17EE (FT3E39.1) 1,030,774 526,123
Margin loan payable (note 39.2) ERHRE 2 B (M17E39.2) 1,593 2,680
1,047,189 583,269
39.1 Bank overdrafts and bank borrowings 391 RITEXIRBITHEE
As at 31 December 2018, the amount of the Group's bank overdrafts and R-E—N\F+_A=1+—H K&EH
bank borrowings repayable within one year or on demand is HK$823,493,000 AR —FRNEENILEREE 2T
(2017: HK$564,498,000). The remaining balances are repayable over one EX RIRITEE $ %85 823,493,000 %5 7T
year. ZZ— -+ :564,498,00057T) B2 T
ERFEZAN —FRIER
Based on the scheduled repayment dates set out in the loan agreements BESINERBHEAEERAE B
and ignore the effect of any repayment on demand clause. Borrowings are T RIR B EMES S S E - EEE
repayable as follows: BTEIFRER
2018
—E-N\F ZZF—tF
HK$°000 HK$'000
FTHET TABT
Borrowings payable: EREE :
Within one year or on demand M—FANFILEK 823,493 564,498
In the second year NEZF 103,671 480
In the third to fifth year RE=—FFHF 105,539 1,441
After fifth year ERFR 12,893 14,170
222,103 16,091
1,045,596 580,589
The abovementioned borrowings are charged at floating rates ranging from FREERFHFNENF253%F
2.53% to0 7.00% (2017: 2.04% to 5.50%) per annum. 7.00% (== —+4F : 2.04% £ 5.50%) 5T
g o
At the reporting dates, the Group's borrowings were secured by: RBER  AEE 2 EEUTYSIEE
S
(i)  corporate guarantees provided by subsidiaries within the Group as at i) AEERAMBARTR-Z—N\F
31 December 2018 and 2017; R—ZZB—tF+-_A=+—8Hn
R Z REIER
(i) alegal charge over certain of the Group's land and buildings with the (i) AEER-_Z-—N\FT+_A=+—
carrying amounts of HK$120,711,000 (2017: HK$117,871,000) as at 31 HERHEE /120,711,000 7T (= F
December 2018 (note 29); and — 44 117,871,000 1) 2 & F
T RIBF 2 EEME (MH5E29)
&
(iii) certain of the Group's trade receivables with the carrying amounts of (i) AEER-_Z—N\FT+_HA=1—
HK$14,639,000 (2017: HK$20,724,000) as at 31 December 2018 (note H 2 SR & £ 14,639,000% T (=
22). ZT—+4F 120,724,000870) 2 & T

PR R (FEEE22) -
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39. BORROWINGS (Continued) 30. BB (E)

39.1 Bank overdrafts and bank borrowings (Continued)

Certain of bank overdrafts and bank borrowings contain clause which give
the banks the right at their sole discretion to demand immediate repayment
at any time irrespective of whether the Group has complied with the
covenants and met the scheduled repayment obligations. Borrowings due for
repayment after one year which contain a repayment on demand clause and
are expected to be settled within one year. The carrying amounts of the bank
overdrafts and bank borrowings are approximate to their fair value.

39.2 Margin loan payable

The interest rate of the margin loan payable is 6.59% (2017: 2.576%).
per annum and repayable on demand. At 31 December 2018, margin loan
payable was secured by the Group’s trading portfolio investments with the
carrying amount of HK$35,749,000 (2017: HK$56,366,000) (note 19). The
carrying amount of the margin loan payable is approximate to its fair value.
As at 31 December 2018, margin loan payable of HK$1,593,000 (2017:
HK$2,680,000) are attributable to financial business.

40. PROVISIONS

39.1 RITBEXRBRTHEE (BE)

ETRITBEXRRITIEERSH TR
A 2SRRI E AR EN 2 2ERE
B2 M mAREREEEETR
MR ARTEIENEE RN —FREIH
BENZEESI B RBREMEX -
BEMR —FREN - RITEX RIRTT
fEEREERLATERE -

392 EfREBESER
JERHRBESER 2 FFEAE659% (==
—tF :2576%) F WIHEEREERE -
) \F+ZA=1+—8  EMRHE
& B 3R UA N5 [E BR T {8 /4 35,749,000 78
I (ZZ —+4F : 56,366,000 5 7T) Z 32
SHEEREER (MIE19) - ENRE
S EFERERENTFERES R-T
—N\F+ZA=1+—H EMNRELE
7%1,593,00078 7¢ (== —-+4F : 2,680,000
BIT) TIRE SRR ©

. BB

2018
—E-N\F

HK$'000 HK$'000

Fi Fis

Provision for litigation and tax risks FARBERRBE

At 1 January m—H—H 721 532
Newly formed and charged to profit or loss FTERL I B % 7 sk E 18 - 158
Released and credited to profit or loss BEBR AT A FI sk A 18 (320) -
Exchange realignment ME 5, 58 B 75 31
At 31 December R+ZA=+—H 476 721
Maturity of the provisions BEzHA

Within one year —F R 476 721

During the year ended 31 December 2018, reversal of provision for litigation
risks of HK$320,000 (2017: provision for litigation risks of HK$158,000) has been
recognised in the consolidated statement of comprehensive income.

As part of the normal business activities of banking business, the Group is exposed
to a wide range of legal risks. These include in particular risks relating to litigation.
The Group recognises provisions for such litigation risks if the Group’s management
and its legal advisors are of the opinion that an outflow of resources embodying
economic benefits is probable and a reliable estimate can be made of the amount.
The amount of the provisions and their timing are by their nature subject to
uncertainty. However, these uncertainties are evaluated as being low since it
was possible to reliably estimate the individual amounts and the majority of the
recognised provisions will probably become due within one year.

HE_Z-—N\F+_A=+—HILFE #&
(o] 5 ZA &L b ¢ #85 320,000 8 T (- T —+ 4
SF FA LR B4 5 158,000 7T ) O NG A 2 E I
AR FARER

ERRTXGEEER TS — 80 AEME
HERZRERRR - ZFR R I EHF R
MR ERR - MASEERENELERE
RRSRALENDZ cERAIERE ASHE
BERI SEfA AT - RIANSR B Bl a% o A L BE AR
o BESHERARRREEME X THE
HZEAMRR - AW - B AEA] SE b FHE R &
BMRAZHEEREEA R —FR2H -
B SRR E T EEEERIE -
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Subordinated private placements
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41.

301

=— \FFR 2018 Annual Report

RRER

2018
—E-N\F

2017
—EEF
HK$'000 HK$'000
TET THT

- 95,674

Bendura Bank AG issued a subordinated debt instrument in the amount of EUR10
million via a private placement in 2013. In respect of the issued debt securities,
there were no late payments or breaches of contract in the years under review. The
maturity date is 14 June 2018 and its nominal and effective interest rates are 4%
per annum. The subordinated debt has been fully repaid during the year.

DEFERRED TAX

Deferred tax is calculated in full on temporary differences under the liability method
using the applicable tax rates prevailing in the jurisdictions in which the Group

operates.

Details of the Group's deferred tax assets/(liabilities) recognised and movements

are as follows:

Revaluation
of intangible
assets

BiiRTEE
HKS 000
TAR

Revaluation
of property,
plant and
equipment
EES
BERRE
HKS'000
Tin

Tax
losses

HAER
HKS'000
TR

42.

Impairment

investments

RENERR

BHIRITIROER AR —=FFEBI
Amﬁﬁﬁmm%@ﬁmﬁﬁﬁiﬂova
BITEKFE S REBEFERES MR

B -RBMAR_ZE-N\FXATEE E
RENEBERFNER% FRABEERS
IRARAETS ©
i FE B 15

EERIBZ B EERARNEBERIERE
EEZIRTEANEERNEBEE2HEE -

zrs%lzaﬁmﬁmélaﬁ&/ (B1%) R
....... HERIIWT

Temporary

difference
arising  Decelerated

from bond tax temporary
repurchase depreciation differences Total

BofisEs AR i
EBZE  HENE  ERER it
HK$ 000 HKS'000 HKS'000 HKS'000
TEn Tin Tin Thn

Other
loss on

HKS'000
TRn

At January 2017 RZE-+%-F-H (24409 (11,40 8,081 (267) (1.820) 2331 5013 (22455
Acquiston ofsubsicares YEEMB A

(note 51.2 and 51.3) (512 ]513) (%81) - - - - - - (981)
Crcite(Charged)to proft o oss REFSEEREA/ (1R)

(note 11) (FysE11) 15,669 368 (3689) m 173 (2.484) 1,741 3,615
Exchange realignment Eif% (1.220) (520) 103 (10) ) 1 (19 (1.467)
At31 December 2017 and RZE-+E+A=+-BR

1 January 2018 “Z-\¥-5-H (981) (11,556) 4,19 - (168) - 6,622 (1,288)
Effctofthe adoption of HKFRS 9 e e T

a7 = = - - - 2289 - 2,289
At January 2018, restated RZE-\E-F- E BE3| (981) (11,556) 4,79 - (168) 2289 6,622 1,001
Acquisiton of subsidaries (rote51.1) ~ UEENTEB L T Hts (10416) - - - - (566) (149) (32,406)
Crdited(Charged) to proftoross PEFREBREA / ID k)

(note 11) (i3l 1 ) - 385 (240) - 446 318 358 131
Charge to other comprehensie mcome A E 2 AR AR - (2.212) - - - - 1,169 (21,08)
Exchange realignment EXRg - 07 ®) - (1) 3 140 195
At 31 December 2018 RE-NE+ZA=1-A (11,397) (33,176) 4,506 - 166 2104 (13,135) (50932)
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42. DEFERRED TAX (Continued)
For the purpose of presentation in the consolidated statement of financial position,
certain deferred tax assets and liabilities have been offset. The following is the
analysis of deferred tax balances for financial reporting purposes:

42, EEEBE (48)

RNEEMBRRET 23 - & TRLERA
BERAGBE TEIE -UTRBRMBRE
ZIEETR B AERR AT

2018
—E-N\F

HK$'000

TR

Deferred tax assets EIERIAE E 9,437 6,900
Deferred tax liabilities REFIEEE (60,369) (8,188)
(50,932) (1,288)

As at 31 December 2018, the Group has estimated unused tax losses arising in
Hong Kong of HK$357,820,000 (2017: HK$321,526,000), subject to the agreement
of Inland Revenue Department, that are available indefinitely for offsetting against
future taxable profits of the companies in which the losses arose.

As at 31 December 2018, the Group has estimated unused tax losses arising in the
PRC of HK$94,495,000 (2017: HK$148,342,000) which are available for offsetting
against future taxable profits for a maximum period of five years from the reporting
date. Deferred tax assets have not been recognised in respect of these estimated
unused tax losses as these were incurred by the companies that have been loss-
making for some time.

As at 31 December 2018, the Group has estimated unused tax losses in United
Kingdom of HK$159,848,000 (2017: HK$119,759,000), subject to the agreement of
tax bureau in United Kingdom, that are available indefinitely for offsetting against
future taxable profits of the companies in which the losses arose. No deferred tax
assets (2017: nil) have been recognised in respect of these estimated unused tax
losses as these were incurred by the companies that have been loss-making for
some time.

As at 31 December 2018, the Group has estimated unused tax losses in Switzerland
of HK$1,146,355,000 (2017: HK$1,067,310,000), subject to the agreement of tax
bureau in Switzerland, that are available for offsetting against future taxable profits
of the companies in which the losses arose. Deferred tax assets of HK$4,506,000
(2017: HK$4,795,000) have been recognised in respect of these estimated
unused tax losses to the extent of deferred tax liabilities recognised in respect of
revaluation of identifiable assets as a result of the acquisitions. Deferred tax assets
have not been recognised in respect of the estimated unused tax losses as these
were incurred by the subsidiaries that have been loss-making for some time. These
estimated unused tax losses will be available for offsetting against future taxable
profit for a maximum period of five years from the reporting date.

There are no income tax consequences attaching to the payment of dividends by
the Company to its shareholders during the year.

As at 31 December 2018, deferred taxation has not been provided in the
consolidated financial statements in respect of temporary differences attributable
to the profits earned by the PRC subsidiaries amounted to HK$2,081,049,000
(2017: HK$2,146,126,000) as the Group is able to control the timing of the reversal
of the temporary differences and it is probable that the temporary difference will
not reverse in the foreseeable future.

NR-B-NE+-A=+—08 KEERE
VB EE A I FT AN B) A3 B I 518 357,820,000 75 7T
(ZZ—+4F :321,526,00087T) © B AR
BERhE REREELBEARIZBE
FEERBLE A o

R-ZZE—N\FE+-_A=+—H0 KEFERG
B E 4 2 FF R B) F B IE 5 18 /& 94,495,000
I (- Z— 44 £ 148,342,000 7T)  AIFE
SR ARBRE AR REZ RIEER
Bim A o WERZ S RE A IBEIERE
RELERELE AR EBBESEELAD
R—EBEERSESEER AR -

NZE-NE+_A=+—0  KEFRE
B2 A (R T R B) B #5 T8 /8518 159,848,000 78 7T
—ZE— 44 :119,759,000/87T) * BiFEE
S BmE  ATERREREELEEIR
PNElZ BEERB AT - WESZEMITR
FAEFEBEERECHRBEEE (-2 —+
Fo|m) o DHREBREBEELEADR &
B SRS EIE 2 A A o

RZB—-N\FE+_A=+—0 mEENH
T E LA RE) BB K18 1,146,355,000 5
7T (ZZ —+4 :1,067,310,0005 1) * BiF
Mg+ BRinE AIAEREEEEE
NAE)Z BIZERTGF o LA E (AT 35
EEZERRAELCHRBEAGAR &S
B AR EEERRZELCHBEE
754,506,00078 7T (=& — 4 1 4,795,000,5
TC) c WEZE M ABAHEEIBRER
BEHBEE  DTHREBEEBEEEEEER
—BRERNEESEERZMB AR « ZF{(HaT
REAHBEEIERN AERERRABRBREH
A RFEZHEERFEF -

FA - ARAERAREBRRZ AR MEA
AT AAERER -

RZEBE—-N\EFE+_A=1—0 G0 %KHK
=0 2 5 AR B B B A B B BEEOE FI FEAE 2
B £ %A 2,081,049,00058 7T (ZF —+4F
2,146,126,000 %5 70 ) E IR IE R B - R A
5 7K 2 B RE S ) B (O BT S = B 2 B RE  A0
TEREERAENENA BB kED -
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43. OTHER LIABILITIES 43. Hit&E
2018 2017
—B-NF —T—t%F
HK$'000 HK$'000
FTET FABIT
Accruals fEstE M 106,653 125,084
Due to associates AR E S NCIE /S
(note 50.1(iv)(a) and (c)) (B 3£ 50.1(iv)(@) Kz (c)) 25,230 346
Warranty provision REBE 5,183 3,674
Net defined benefit obligations EEEANEEEE 83,140 94,323
Accrued interests and commission et E RAe 18,636 19,391
Other tax payable H AN A R 40,054 43,258
Interest payable JFE AT A1 & 20 2,540
Commission payable e 41,943 35,656
Other payables H 4 FEAS R 228,072 245,873
548,931 570,145
Other payables represented accrued management and performance fees, accrued HAERENEET BB RBEAOE - BT
services fee, accrued salaries and bonus, accrued audit fee and accrued other BE  EHIERIEMA - BB B RER
operating expenses. Hith 2@ o
As at 31 December 2018, the amount of the Group's other liabilities expected to RZE-NF+ZA=1T—08 K&EEEH
be due after more than one year is HK$86,787,000 (2017: HK$98,741,000). The 8 iE —F 1B B B (E S 5% 86,787,000
remaining other liabilities are expected to be due within one year. BT (ZE—4F 1 98,741,000787C) « #2 T H
B EEEKR —F AR -
44. SHARE CAPITAL 44, BB
2017
—E—+F
Number of
shares
LSl 4=
HK$'000 ‘000 HK$'000
FTHEx T A% T
Authorised: VERE
Ordinary shares of HK$0.10 eachat K —A—HEK+ZA=+—8”H
1 January and 31 December FRREE0.10/8 T 2 EimA% 6,000,000 600,000 6,000,000 600,000
Issued and fully paid: BEITREE
At 1 January n—A—H 4,350,314 435,032 4,346,814 434,682
Share option scheme — proceeds REBIR D REFT Bl — 31T D
from shares issued (note (a)) Fri5558 (M 3E (a) 1,575 157 3,500 350

At 31 December W+=—RA=+—H 4,351,889 435,189 4,350,314 435,032
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44. SHARE CAPITAL (Continued)

Note:

(@)  During the year, 1,575,000 (2017: 3,500,000) new ordinary shares of the Company
were issued upon the exercise of share options. The total proceeds received for the
issues of shares under the share option scheme are HK$511,000 (2017: HK$1,138,000).
The amount of HK$354,000 (2017: HK$788,000), representing the excess of the
proceeds received over the nominal value of the ordinary shares of HK$157,000 (2017:
HK$350,000), has been included in share premium account.

Details of the share options exercised during the years ended 31 December 2018 and
2017 are summarised in note 45. All shares issued in both years in relation to the share
option scheme have the same rights as the Company’s other issued ordinary shares.

45. SHARE-BASED COMPENSATION

At the general meeting held on 30 May 2008, the shareholders of the Company
terminated the option scheme adopted on 25 May 2001 and adopted a new share
option scheme (the “Share Option Scheme”) for a period of 10 years commencing
on the adoption date.

The directors may, at their discretion, invite the eligible participants to take
up options to subscribe for shares. The eligible participants include (i) any full-
time or part-time employees, executives or officers of the Company or any of
its subsidiaries; (ii) any directors (including executive directors, non-executive
directors and independent non-executive directors) of the Company or any of its
subsidiaries; and (iii) any advisers, consultants, suppliers, customers and agents to
the Company or any of its subsidiaries.

Under the Share Option Scheme, the maximum number of shares which may be
issued upon exercise of all outstanding options granted and yet to be exercised
under the Share Option Scheme shall not exceed 30% of the share capital of the
Company in issue from time to time. No options may be granted under the Share
Option Scheme if the grant of such option will result in the limit being exceeded.
Subject to the approval of the Company's shareholders, the aggregate number of
the Company's shares which may be issued upon exercise of all outstanding options
granted and yet to be exercised under the Share Option Scheme shall not exceed
30% of the Company's shares in issue from time to time.

The total number of shares issued and which may fall to be issued upon exercise
of the options and the options granted under the Share Option Scheme (including
both exercised or outstanding options) to each grantee in any 12-month period
shall not exceed 1% of the issued share capital of the Company. Where any further
grant of options to a grantee would result in the shares issued and to be issued
upon exercise of all options granted and proposed to be granted to such person
(including exercised, cancelled and outstanding options) under the Share Option
Scheme in the 12-month period up to and including the date of such further
grant representing in aggregate over 1% of the shares in issue, such further grant
requires approval of the shareholders of the Company in general meeting with such
grantee and his associates abstaining from voting.

BRERRE B AR A

44.

45.

e NE))
P o -

(@ FAR ARARITERBRMDERZT
1,575,000 f% ( —Z —+4F : 3,500,000 %) ¥7 &
B BLIRERIEMR (D A BB 1T IR (5 IR
B2 A8 R 4855 5 511,0008 T (-2 —+
£ :1,138,000/% JT) ° /& #0354,000% 7T (=
T —-t 4 :788,000/8C) AEUWATEFRIEHE
3% 3 PR {E157,00058 7T (—ZF — 4 ¢
350,000 0) 2 8 R EFBEC T ARD
SRERR -

BE_Z- \FR-_Z—tHF+t-_A=+—
B ILSFE - BT R S B OB RE 45
Bt o P A R M E S R 31T 2 Bdn (B3R
BhinETa A BAAREME#HTE
BEREERSER -

R EE
RZZEZNFRA=ZTHEEITZREKX
gL ARBAMRKUER—_FTZT—FAHA
—+ R BARAZ RB AR R8I R HT R
BRIy 8 ([RBR M ERTE)) - BRMA
BT SE04E -
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o ARBRD - SER2EERENAR
A BRI E AR 2 R 2Bk B E
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HER  TPRRE -

RIBRBER DR8] - MR T EIR
TREREFITEZAB HARITERBER D
RETER] TRTZESRNEE - 5
HB AR AT BB ITRANZ 30% © WX
ZRBROEEHBELARLR - BITER
ERBROEF B L RBRMNE - RER
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RABFITE B HARITERBER D EET
ERA] TETZIARARMDAE - TFHEE
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TR 2 1% © fis 7] — & AR A — & H
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45. SHARE-BASED COMPENSATION (Continued)

The maximum number of shares issued and to be issued upon exercise of the
options granted under the Share Option Scheme to each of any eligible persons
(including those cancelled, exercised and outstanding options), in any 12 months
period up to the date of the latest grant shall not exceed 1% of the Company’s
shares in issue provided that the number of shares issued and to be issued upon
exercise of all options granted and to be granted to each of the independent non-
executive directors or substantial shareholders of the Company or any of their
respective associates in the 12 months period up to the date of such grant in excess
of 0.1% of the Company’s shares in issue and with a value in excess of HK$5
million must be approved in advance by the Company's independent shareholders.
Any further grant of options in excess of such limit requires the approval of the
shareholders in general meeting in accordance with the requirements of the Listing
Rules.

The exercise period of the share options granted is determinable by the directors,
and should not be later than 10 years from the date of the acceptance of the share
options (the “Option Period”).

The subscription price is equal to the higher of (i) the nominal value of the share of
the Company; (ii) the closing price per share of the Company as stated in the Stock
Exchange's daily quotation sheet on the date of grant; and (iii) the average closing
price per share as stated in the Stock Exchange'’s daily quotation sheets for the five
business days immediately preceding the date of grant.

The fair value of share options granted is recognised in profit or loss taking into
account the probability that the options will vest over the vesting period. Upon the
exercise of the options the resulting shares issued are recorded as additional share
capital at the nominal value of the shares, and the excess of the exercise price
per share over the nominal value of the shares is recorded in the share premium
account. At the time when the share options are exercised, the amount previously
recognised in share option reserve is transferred to share premium account. When
the share options are forfeited or are still not exercised at the expiry date, the
amount previously recognised in share option reserve is transferred to retained
profits. Lapsed options are deleted from the outstanding options prior to their
exercise date. All equity-settled share-based compensation expense is settled in
equity. The Group has no legal or constructive obligation to repurchase or settle the
options in cash.

The grantees may exercise the options in whole or in part by giving exercise notice
to the grantor at any time during the Option Period provided that the grantees shall
exercise the options to acquire the option shares in accordance with the following
vesting schedule:

Maximum percentage
of option shares
comprised in an option

Vesting schedule which may be exercised

One year after the grant date 30%
Two years after the grant date 35%
Three years after the grant date 35%

45.
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45. SHARE-BASED COMPENSATION (Continued)
Details of the share options granted up to the reporting date are as follows:

45.

Date of grant: 9 December 2008
Exercisable period: 9 December 2009 to

7 January 2019
Exercise price: HK$0.325

The share option scheme has been expired on 30 May 2018.

Share options and weighted average exercise price are as follows for the reporting
periods presented:

2018
=

Number ‘000

BETH

MR 10 6 18 (45)
%%\Eiﬁz% ARLERIBEROEFEN

BB —EZENF+ZANA
1T{EER - “EEAF+_ANBZE

—E—-NAF—H+H
1T1E(E - 032578 7T

RERGOEFEENR_T—N\FEA=+H
& i o

HBERRNZRBR DL INEFOTEESR
FIEAT

2017

—TE—+tF
Weighted
average
exercise
price
s
I E
HK$
BT

— N\

Weighted
average
exercise

price
k¥ g
TEE

HK$

BT

Number ‘000

28 T

Outstanding at 1 January W—RA—HB#EKTE 7,055 0.325 10,555 0.325
Exercised 217 (1,575) 0.325 (3,500) 0.325
Expired £ & (5,480) 0.325 - -
Outstanding at 31 December W+ =ZA=+—HEKRTHE - = 7,055 0.325
Exercisable at the end of the year RERAITE - - 7,055 0.325

There is no options outstanding at 31 December 2017 had a weighted average
remaining contractual life of 1 year. All the share options granted were expired
during the year. The weighted average share price for share options exercised
during the year at the date of exercise was HK$1.74 (2017: HK$1.77) per share for
the year ended 31 December 2018.

During the year, the Group did not grant any share options (2017: nil).

Movements of the Share Option Scheme for the years ended 31 December 2018

and 2017 are as follows:

2018

At
1 January
2018

—B-N\F
—HA—H

Name or category of participants

SREN AL FTEER

BER _Z—+F+-A=+—HHKTE
mANEFIHER T & M F BB F 2 RERND
o 2HERERBRMDED K FAER °
BE_ZT-\F+_A=+-HLEFE" B
RENTTE 2 REE AN HER 1T (8 B H1 2 hntE
i@?@ﬁﬁ%tm%ip:x—t¢:u7
BIL) °

FA-AEESERHEMNRBROE (=
T—tF |-

RBEE-_Z-NER_ZT—tF+_H
%+—E¢¢§'%%%@%%%Z@@w

—E-N\F

Number of share options
RBROEHE
Exercised Expired
during the during
year the year

At
31 December
2018

RERTE RFERER

Other eligible employees HitGERER
In aggregate &&t 1,575,000 (1,575,000) - -
Other eligible persons HtGERAL
In aggregate &&t 5,480,000 - (5,480,000) -
Total st 7,055,000 (1,575,000) (5,480,000 -
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45. R HE (B)

2017 —E—+tF
Number of share options
REERHIEHE
Exercised At
during 31 December
the year 2017
RZT—LF
Name or category of participants RERTR +ZH=1+—~H
Independent non-executive director BYFHITES
Mr. Li Qiang oy 3,500,000 (3,500,000) -
Other eligible employees HthEERER
In aggregate =H 1,575,000 - 1,575,000
Other eligible persons Hitt8&ERAL
In aggregate A&t 5,480,000 - 5,480,000
Total e 10,555,000 (3,500,000) 7,055,000
46. RESERVES 46. f#fE
Group rE&E

The amounts of the Group's reserves and movements therein during the year are
presented in the consolidated statement of changes in equity.

The share premium account mainly includes shares issued at a premium.

The share options reserve represents the cumulative expenses recognised on the
granting of share options to the employees over the vesting period.

Other reserve represents (i) the cumulative expenses recognised on the granting
of share options to an independent third party; (i) the effect of transactions with
non-controlling interests as disclosed in note 52 to the consolidated financial
statements and (iii) the effect of the redemption of convertible bond.

Certain amounts of goodwill arising on the acquisition of subsidiaries in prior years
remain eliminated against the consolidated reserves.

In accordance with the PRC regulations, certain of the Group's subsidiaries
established in the PRC are required to transfer part of their profits after tax to the
statutory reserve before profit distributions are made. The amounts of the transfers
are subject to the approval of the boards of the directors of these subsidiaries, in
accordance with their joint venture agreements and/or articles of association. The
statutory reserve is non-distributable and has restricted use.

Exchange reserve comprises all foreign exchange differences arising from the
translation of the financial statements of foreign operations in accordance with the
accounting policy adopted in note 4.23.

Investment revaluation reserve represents gains or losses arising on remeasuring
financial assets classified as available-for-sale financial assets at fair value.

Fair value through other comprehensive income reserve represents gains or losses
on remeasuring the financial assets classified as financial assets at fair value
through other comprehensive income.

Revaluation reserve for property, plant and equipment is the revaluation gain
arising from the transfer of property, plant and equipment to investment
properties.

AEBRFE 2 FEHERARZS NS
BEZHRTES -

B aERIZEEREERT RN -

REROERBENSEDHERAESRLR
BEROEFRRZBFTHY -

H b () [ — 2B =07 LR
DR R 2 REt RS - (i) B IR IR A i o
TR HZHE (NEE M IERRIME 52K E)
R (iii) B [ AT HAARE Z5 2 RO & ©

RBEFERBEHNBARMELZE THE

DRER A R o

BRI BUAR - REEE TR B 2 Hf
N EIMEHE T D &W’EHH$ 2
R R TR BB AR RS
ﬁ%/?ZE%A&XEZA“%%&/&
ANEERMAAE EERETTDIR
FA& B FTBR )

RIBEKIFE4.23 NATERA Z SR - INERE
HBREREBIINEBYBSRRMEEZFE
PEHZ%R -

WEEMBEERZATEREATHRIES
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46. RESERVES (Continued) 46. & (%E)
Company AT
The reserves of the Company as at 31 December 2018 and 2017 are as follows: RKRAIRZE-NEFER_ZF—+F+_H

=t+t—HZRHBHET

Fair value

Share Share through other
premium option  comprehensive Other Retained
account reserve  income reserve reserve profits

RAFEHA
2B £t
REEAE 6 GEMAEE  ReEE  RENE
HK$'000 HKS'000 HK$ 000 HKS'000 f
TR TER TEn TERL

1
r~
=~
>
o
~ S
—
=
T~
=2

At1 January 2017 R-E-+F-F-H 113,789 1,601 872333
Proceeds from shares issued under share 1R IZ 258 fR (A FERTEIB TR 2
option scheme 538 788 - - - - 78
Erercise of share options T AERHE 531 (531) - - - -
Profitand total comprehensive income for - A EERF R 2 AU EE
the year - - - - 12388 123,882
2016 Special dividend (note 13.1) :2—/\@% k8 (1) (3,866) - - - (213,650) (217516)
At31 December 2017 and 1 January 2018 A =F—+%F+-A=+-HBR
“E-\E-A-A 171,202 1,070 - 22,692 (15,477) 179,481
Impact on inital application of HKFRS 9~ & N B B BB R4 8
Fo TE - - 107,999 - (106,378) 1,621
At1 January 2018, as restated RE-\F-F-R" %‘@J 171,202 1,070 107,999 22,692 (121,855) 781,108
Proceeds from shares isued under share W%b BRMETEIR]
option scheme B 2 A 5UR 354 - - - - 354
Exercise of share options ERER R f& 39 (239) = - - =
Lapse of share option RERAEXN - (831) - - 831 -
Profit and total comprehensive income ~~ REEEFIR2E
for the year WAEE - - (12197) - 292,370 280,173
2017 fnel diidend rote 132) “3-HERERE (Hi132) (89,761) - - - (171346) (261,13
At 31 December 2018 RZE-NE+ZA=1-H 682,028 - 95,802 22,692 - 800,522
Under the Companies Law Cap. 22, (Law 3 of 1961, as consolidated and revised) BERSHEATEERNE(—L~— ifﬁ
of the Cayman Islands, the funds in the share premium account of the Company SESER| - &R E RIBE]) - NATIRMHE
are distributable to the shareholders of the Company provided that immediately ﬁEZﬁi—Hﬁ’WE%Zﬁ Tﬂxﬁ M EREE
following the date on which a dividend is proposed to be distributed, the Company ZORIREBHIEG KRATIERNEEHR
will be in a position to pay off its debts as they fall due in the ordinary course of REBERBIER ilJ/HﬂZfﬂjk

business.
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47. OPERATING LEASE ARRANGEMENTS/COMMITMENTS 47. REBPORY R
47.1 At 31 December 2018 and 2017, total future minimum lease receipts by the AR E-NFERZ_T—LF+H
Group under non-cancellable operating leases are as follows: =+—H  RETAEHE 2 LCERL
REEERARKREEEERBRAREN
T
2018 2017
—E-NE —ZT—tF
HK$'000 HK$'000
FET FAT
Within one year —F R 7,756 5,283
In the second to fifth year F_FEERF 23,508 21,766
After fifth year hFE 949 2,948
32,213 29,997
The Group leases certain of its properties under operating lease AREREEEROZHAEETY
arrangements, with leases negotiated for initial terms ranging from one ¥ O REIVNIHORP—FE_+F
to twenty years (2017: one to twenty years). None of the leases include —E—+F—FETF)NF &
contingent rentals. EHOTBIELAES -
47.2 At 31 December 2018 and 2017, the total future minimum lease payments by 2R T NFRZT—LF+H
the Group under non-cancellable operating leases are as follows: =+—H  RETAEHECERL
AEERNRKREEHERIBRAREN
T
2018 2017
—B-N\F —T—+tF
HK$'000 HK$'000
THET T
Within one year —FR 45,107 34,083
In the second to fifth year F_FEERNF 58,588 11,647
After fifth year hFE 8,761 7,756
112,456 53,486
The Group leases certain offices and factory premises under operating lease AEFERBSEHANTHEEETHA
arrangements, for initial terms ranging from one to ten years (2017: one to ENTEMEE TFXEOEP—FE+
ten years). None of the leases include contingent rentals. F(ZE—+F: —FE2+F)TE %

FHENTEREXAES -

47.3 The Group is required to pay an annual fee in respect of the leasehold land 473 AEEBE— AN ZFE2 TN _F |
in the PRC from 1992 up to 2042 with a 20% increment for every five years. B —EBEHETHMINFEE  F
During the year, an annual fee of HK$592,000 (2017: HK$576,000) was BERFENN20% - F A - F%592,000
charged as an expense in profit or loss of the Group. BT (ZF—14F :576,000/87C) ERA

SEEN B RAIRFE T
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48. CAPITAL COMMITMENTS 48. BEAEME

At the reporting date, the Group had the following outstanding commitments: RE|ER - REBERBITZEAENT :

2018 2017
—E-NFE ZZT—+tF
HK$'000 HK$'000
FET FHTT
Contracted, but not provided for BT HEREE -

— Purchase of property, plant and equipment —EEWZE  WENEE = 5,265

— Investment in an associate — Citychamp Allied —REERAZRE BRI S
International Limited (note (a)) RAR N A (MEE (@) 270,000 270,000
270,000 275,265

Note: MfsE -

(@)  On 28 September 2016, Union United Investment Limited (“Union United”), a wholly- @ RZE—XRFLAZ+NB XxRalzzd
owned subsidiary of the Company, entered into an agreement with Citychamp Dartong BB RARBMEE AR AR ([HF]) M
(Hong Kong) Limited (“CD(HK)") and Fengrong Investment (Hong Kong) Company BWMAE (BB ARAA(EHARE (F
Limited (“FI(HK)"), in relation to the formation of the joint venture company ("JV B REBRE(FB)BRAF ([ERE
Company”) in the British Virgin Island. JV Company shall be owned as to 40% by B (BB DI HE RABHERREBREX
FI(HK), 30% by CD(HK) and 30% by Union United. JV Company is engaged in potential HERIEERAR([EEAF]) - 2R
overseas equity investment. Pursuant to the agreement, Union United agreed to E(FB)  BRASE (FE) LB S 5
contribute the maximum capital commitment of HK$270,000,000 to JV Company. HEEAENT40%  30% K 30%Eam o & &
Details of the transaction are set out in the Company's announcement dated 28 NEEFBIEIRINR AR E TS - BB
September 2016. & BMRAEMEE R RMEL&R®E AR

270,000,000 7% 7T - X HFFEHNARA-T
—RNENAZ+TNBERBZ A -
49. OFF BALANCE SHEET ITEMS 49. EEEEINER
2018 2017
—E-NF —T—L£F
HK$'000 HK$'000
FET T
Irrevocable commitments AT B £ HE 4,642 27,542
Contract volume aHE 2,174,980 3,102,529
Fiduciary transactions with third-party banks HE=ZFIRITZERERS 2,506,925 1,863,516
4,686,547 4,993,587
50. RELATED PARTY TRANSACTIONS 50. BEALTRS
50.1 Save as disclosed elsewhere in these consolidated financial statements, the 50.1 RN AR MR EME DR ES
Group had the following transactions carried out with related parties: HN - R e BARAE AN TH#EITAT AR
5
(i) Rental income (i) HELHA
2018 2017
—EBE-N\NF ZT—tF
HK$'000 HK$'000
TET FET
Sub-lease income received (note) B I (5E) = 313
Note: B3k
Sub-lease income was received from a company of which Mr. Shang Jianguang, HHEWA TR —E A EUE - B R
Ms Sit Lai Hei and Mr. Hon Hau Wong, directors of the Company are also NAEEBENTE BERBELTR
directors of the related company, and this was charged at approximately BEEXENMRZAERRCES
HK$26,000 per month on average in 2017. The sub-leasing arrangement has RZT—+%F  FHEHAEE4 26,000
been terminated during the year ended 31 December 2017. BT - REBE-_T—tF+-A=1—

HIEFE  DELHDEELL -
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50. RELATED PARTY TRANSACTIONS (Continued) 50. BEEALRB (B)
50.1 (Continued) 50.1 (4&)
(ii) Transactions with an associate, Fair Future and its (i) EE—REBELT BARENBA
subsidiaries AZX5

2018
—E-N\F

HK$'000
TR

Disposal of Gold Vantage Group (note 12.2) EeasE (MizE12.2) - 5
Sales of goods EmigE 1,107 4,716
Service expenses Rk 7% 5 2 = 4,342
Purchases of goods BEE® 40,688 58,515
Rental expenses paid EMEeRAX 354 354
Maintenance fee paid ERREER = 19
Inspection fee paid EfmEER 1,016 4,338
Interest expenses BRI 804 -
(iii) Transactions between Shun Heng and the related parties of (i) ETHEAEFHFEEALTZXE

the Group

During the year, the Group has the following transactions with the FN - AEEEAEEFEATE

related parties of the Group. The details of the transactions are TATR S - REFIFRERT -

disclosed as follows:

2018 2017
—E-NE Z—ZT—tF
Name of related party Nature of transaction HK$'000 HK$'000
BEALERE RIZMHE THET T
Directors of the company and their close family ~ Services fees and commission income
members 8 35
RRREERHEBERTE AR5 & KA & WA
Interest income 10 23
FEWA
Directors of subsidiaries and their Services fees and commission income
close family members = 3
MEARESEREERGE AR5 & KA & WA
Interest income - 16
FEWA
Related company Services fees and commission income 109 79
FEPENC] BR7% & R AE KA
Interest income 37 12
B A
Mr. Hon Kwok Lung, a director of the Company is also the director and RNATIESHBERELREN RS

beneficial owner of the related company. RNAZEERERBEBEA °
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50. RELATED PARTY TRANSACTIONS (Continued) 50. BAEALRB (&)
50.1 (Continued) 50.1 (4&)
(iv) Outstanding related party balances included in trade (iv) FTABKERS HEMEE - BTERX
receivables, other assets, trade payables and other liabilities REMEBEZRENEEALZEG
2018
—E2-N\F
HK$'000
FERT
Dividend receivable from an associate FEU — B S A TR E 5,000 17,500
Consideration receivable from an associate in 1 & 5 h2 % 75 fE Uk — R B 22 12 7]
respect of disposal of brand name RE - 20,000
Due from an associate (note (a)) el — B & A R RUE (M5 () 18,280 22,457
Trade receivables from associates JE Wi B 8 N I BR 3K 3,927 -
Due from related companies (note (b)) FE Y B8 A B FRIE (MR (b)) 1,065 1,065
Loan from an associate (note (c)) RE— QR ER(FE ) 25,000 -
Due to a shareholder (note (d)) FE — & B3 2 58 (K sE(d) 73,000 -
Due to associates (note (a)) FEST S 2N R FRE (B 5T (a) 230 346
Trade payables to associates FET B R B AR X 38,113 38,395
Notes: Bt -
(@)  The balance was unsecured, interest-free and repayable on demand. The (@) FBHEHEHRAEER RO RERE
maximum outstanding balance of amounts due from associates during EREE -RNEFER e AERE
the year was HK$25,067,000 (2017: HK$24,588,000). WirBs <5 X B FRIE A5 84 4 25,067,000
BT (ZZ —+ 4 © 24,588,000%8
JT) °
(b)  The amounts were due from companies of which Mr. Shang Jianguang, (b) ZEFBEAEKATIFIE S mA
Ms. Sit Lai Hei and Mr. Hon Hau Wong, directors of the Company are NREBEEN L  BEREL
also the directors of the related companies. The balance was unsecured, TREBZRIEANEZSHEED
interest-free and repayable on demand. The maximum amount RAZES - FAGHAEER -
outstanding during the year was HK$1,065,000 (2017: HK$1,065,000). REBRBEREREERE - NFR

5= A (B €58 41,065,000 70
ZZT—+4F 1 1,065,000 7T) ©

() Loan from an associate with principal amount of HK$25,000,000 was (0 AN %8 425,000,000 LK B —
unsecured, interest bearing at 5% per annum and repayable on 28 R E AR EFREERR  RF
January 2019. A% ERER T —NF

—AZ+N\BEE-

(d)  The balance was unsecured, interest-free and repayable on demand. (d) FHEESRAEER 2o KEARE
ToREE -



50. RELATED PARTY TRANSACTIONS (Continued)

50.1 (Continued)
(v) Financial guarantee provided to Fair Future
As 31 December 2018, the Group has provided a corporate guarantee
of HK$60,000,000 (2017: HK$60,000,000) in respect of a revolving loan
facility of up to HK$60,000,000 (2017: HK$60,000,000) granted to Fair
Future (note 54.1). The corporate guarantee is ending on the expiry of
the term of the revolving loan facility.

The above transactions were conducted in accordance with the terms
mutually agreed between the Group and the related companies
controlled by the directors.

50.2 Key management personnel compensation:
Included in staff costs are key management personnel compensation and
comprises the following categories:

313

=—)\FF3R 2018 Annual Report

50. BEALRE (B)
50.1 (4&)
(v) EIEBEBEZEEIER
R-E—-—NE+-_AF=+—
A AEERR TR - ER
% 60,000,000/ 7T (=& — £ F ¢
60,000,000757T) 2 fEIRE ARG E IR
££60,000,0008 T (ZE—H£F:
60,000,000/5 70) 2 A A &R (5
54.1) - RAERNERERME
HARR fE M B AR L o

ikx%ﬁkﬁﬁl
pd b

%?@%J
TEJETM&Z{ FOETT o

502 FEBEBAEZHE :
TEEBABZHEFABIRAR -
BIELATEER

2018 2037

—®-NF —Tt%F

HK$'000 HK$'000

FTER FAT

Short-term employee benefits EHESRH 27,174 25,700
Post-employment benefits BEE 1218 A 214 308
27,388 26,008

The key management represents all directors of the Company. Further details
of directors’ emoluments are included in note 16.1 to the consolidated
financial statements.

51. ACQUISITION OF SUBSIDIARIES

51.1 Acquisition of Ernest Borel
The Group has completed the acquisition of 58.22% of the issued share
capital of Ernest Borel, which listed on Stock Exchange with stock code
1856 in September 2018. The total consideration paid for the acquisition is
HK$374,209,000.

Details of the net assets acquired at the acquisition date are as follows:

BEE2E—
=MTEE16.1 ©

FHBERNGEA MR

W B Bt B 2 )

51.1 U B R B%
RZE—N\FNA @ NEETAUWE K
BEE (R ZFT ET AR RIDARSEAE
1856) B 3 1T A% /X 58.22% ° LUK EE =18
B 2 #2418 /5 374,209,000 75 7T °

RUEEBNEz BEFEFBNT

HK$'000
TATT

Cash consideration ReRE 374,209
Less: Fair value of net assets acquired B BEWEBEEFEZATE (172,755)
Goodwill (note 33) PR (M 5E33) 201,454

The goodwill of HK$201,454,000, which is not deductible for tax purposes,
comprises the acquired workforce and the expected synergy with existing
watch business of the Group.

AT F074 7 2 201,454,000 78 7T BEEE
By M8 BIEREA S MR EE
1% 2 W B S -
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51. ACQUISITION OF SUBSIDIARIES (Continued) 51. WBKEAR (&)
51.1 Acquisition of Ernest Borel (Continued) 51.1 WM B (5&)
The fair values of the identifiable assets and liabilities arising from the WHEREEFTEE BRI EERARE
acquisition of Ernest Borel as at the date of acquisition: RUKE BB Z AFE
Fair value
ATE
HK$'000
THBTT
Cash and deposits Be RFHK 25,714
Property, plant and equipment (note 29) M - BE &R (FIEE29) 39,116
Intangible assets (note 32) EI A E (MFsE32) 42,000
Inventories FE 383,747
Financial assets at fair value through profit or loss BATEF AnNSEEZ2mEE 16,995
Trade receivables JE W AR 3K 55,024
Other assets Hith &&= 11,501
Deferred tax liabilities (note 42) ELETRIA R E (P FE42) (32,406)
Trade payables JE 1 BR 5K (5,324)
Notes payable ANE 3/ (100,000)
Borrowings EgE (10,505)
Income tax payables JERT PR (2,951)
Liability portion of convertible bonds GIE: HXF% aEHD (97,184)
Other liabilities HipB (& (28,999)
296,728
Less: Non-controlling interests W EEE R (123,973)
Fair value of net assets acquired EREEEFE A FE 172,755
HK$'000
T
Net cash outflow from acquisition of a subsidiary: WE— B AR RS F58
Cash and deposits in subsidiaries acquired EREMRBEAFZHEe REFER 25,714
Less: Purchase consideration settled in cash W LR ERNZEERE (374,209)
(348,495)
Ernest Borel contributed revenue of approximately HK$41,501,000 and BEWEHEBREEZE _ZT—NF+=A
net loss of approximately HK$35,568,000 to the Group from the date of =+ —HI KEBRRANEESE
acquisition to 31 December 2018. U A #741,501,00078 7 B 1B F 3 4
35,568,000 8 7T, ©
Had the business combination taken place on 1 January 2018, revenue of MELKAHEN T — )\ ¢ —A—
the Group for the year ended 31 December 2018 would have been increased HET AEERBE_T—/\F
by approximately HK$130,305,000 and net profit would have decreased by +-_RA=1+—BLFE Z uﬁz N
HK$62,098,000. The pro-forma information is for illustrative purposes only J0#9130,305,000 7 JT @ M 4% F fE R A
and is not necessarily an indication of revenue and results of the operations 62,098,000 57T, - lE ERHEMFE -
of the Group that actually would have been achieved had the acquisition of —EREZRZE—N\F—-—A—HBEKHK
the Erest Borel been completed on 1 January 2018 nor are they intended to BRI ERAEEERERS 2 WA K
be a projection of future results. REERB2IER I TIRIERKREEZ

FEORI o
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51. ACQUISITION OF SUBSIDIARIES (Continued) 51. WBKEAR (&)
51.2 Acquisition of Shun Heng 51.2 EEET
In February 2017, the Group acquired the entire interest of Shun Heng, a RZE—+F A FEBWEEZT
company licensed to conduct Type 1 (dealing in securities) regulated activity —MRBES RGN ([FHRAE
under the Securities and Futures Ordinance (the “SFO”). Following the &0 ) BEBETE 1R (BHERS) X
acquisition, the Group obtained the control over the Shun Heng through REEHRF . 2P - T
the Company's right to nominate majority members of Shun Heng's board & AEBFBANGIREEETESY
of directors, and Shun Hung became a subsidiary of the Company. The REZHKE 2 N MEREET 2 2
acquisition provides an opportunity for the Group to participate in the B METHAERATZHMBE AT %
securities trading industry in Hong Kong and allow the Group to broaden the WEEBANEERHEKBEZ2EELE
revenue and income stream. HRGITH  EAEEEMAERRE R
WA ©
Details of the net assets acquired as at the acquisition date are as follows: U B BN B 2 BB FRERTIB AT
HK$'000
FABIT
Cash consideration RERE 24,800
Less: Fair value of net assets acquired B BEWBEEFECATE (23,999)
Goodwill (note 33) 72 (Y FE33) 801
The goodwill of HK$801,000, which is not deductible for tax purposes, 0] MF 922 801,000/8 TR ES
comprises the acquired workforce and the expected future growth of the ZHE N RTEE S RESARIERIAE
financial business to diversify the revenue stream of the existing business of RNEFIR B EHWANRKREZ L -
the Group.
The fair values of the identifiable assets and liabilities arising from the WEE=MEA A SREERBER
acquisition of Shun Heng as at the date of acquisition: WEERHE 2 AFE
Fair value
AT
HK$'000
FAT
Cash and deposits Re RIFH 88,924
Property, plant and equipment (note 29) M - BB R (FIEE29) 108
Intangible assets (note 32) m A E (MEE32) 2,850
Trading portfolio investments RBEEHRE 1,104
Trade receivables JE Wi B R 13,416
Other assets HEMmEE 2,516
Deferred tax liabilities (note 42) EEFBAE (M5E42) (256)
Trade payables JE TR X (84,574)
Other liabilities Hitv B & (89)

Fair value of net assets acquired PWEEEFEZATE 23,999
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51.2 Acquisition of Shun Heng (Continued)

Citychamp Watch & Jewellery Group Limited T3 iEX AT £ B AR Q7

51. WEKBLE (8)
51.2 WEE=F (8)

HK$'000
TAET

Net cash inflow from acquisition of a subsidiary: Wi —ENB AR 2 REMAFE

Cash and deposits in subsidiaries acquired BEWEMB AR R® RER 88,924
Less: Purchase consideration settled in cash B UNREENZBERE (24,800)
Add: Deposits paid in the previous year m:REFEENES 10,000

74,124

Shun Heng contributed revenue of approximately HK$9,395,000 and
net profit of approximately HK$3,347,000 to the Group from the date of
acquisition to 31 December 2017.

Had the business combination taken place on 1 January 2017, revenue of
the Group for the year ended 31 December 2017 would have been increased
by approximately HK$102,000 and net profit would have decreased by
HK$239,000. The pro-forma information is for illustrative purposes only and
is not necessarily an indication of revenue and results of the operations of
the Group that actually would have been achieved had the acquisition of the
Shun Heng been completed on 1 January 2017 nor are they intended to be a
projection of future results.

51.3 Acquisition of Metasequoia Capital

In February 2017, the Group acquired the entire interest of Metasequoia
Capital, a licensed company to conduct Type 4 (advising on securities) and
Type 9 (asset management) regulated activities under the SFO. Following the
acquisition, the Group obtained the control over the Metasequoia Capital
through the Company's right to nominate majority members of Metasequoia
Capital's board of directors, and Metasequoia Capital became a subsidiary of
the Company.

Details of the net assets acquired as at the date of acquisition are as follows:

BWERHREE T —+FE+ A
=t+t—HI EFRAEEERMBEALD
9,395,000 7% JT M 4% %149 3,347,000 7 7T °

WEKAHEN -_ZT—+F—A—H
T AEERNEE T —+F+ A
—+—HIEFE Z WA FEE NN 102,000
BT 4B R FER 4> 239,000 8 7T © 5 Z
BRMEMSA T FREN 2 —+
F-A—HERKBETRAEEER
JEEVS 2 WM A R AE & 348 7 451Z - IR
BIERREE 278 -

513 WKL EE

R-F—tF—F  AEERBKEE
E(—HKEEETESZNAEGRDIF4
BLESRERER) REIR(REE
EER)XREBHZFHEAR) 2H
Rt o WHESEKIR - NEEEIBANA
REKECEEESGAZHNE ZHEN
MESEIKEZEE 2% - mkiEZE
ERSANRARZWERT -

REBEREB 2 EEFEFBWT

HK$'000
T

Cash consideration ReRE 6,000
Less: Fair value of net assets acquired B BEWEBEEFEZATE (3.721)
Goodwill (note 33) EELGIEEE)) 2,279

The goodwill of HK$2,279,000, which is not deductible for tax purposes,
comprises the acquired workforce and the expected future growth of the
financial business to diversify the revenue stream of the existing business of
the Group.

A HIF 222,279,000 8 T B IR S AL 3
%2 BEBLE N MFEEI AR I R AE
AEBREEBWRERIRZEL -



51.

ACQUISITION OF SUBSIDIARIES (Continued)

51.3 Acquisition of Metasequoia Capital (Continued)
The fair values of the identifiable assets and liabilities arising from the
acquisition of Metasequoia Capital as at the date of acquisition are as follow:
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51. WEMHMBLQE (B&)
51.3 WK EE (8)
WHE K BEFEL ZAI#RIEERA
BERWERHZ AFENT ¢

Fair value

AVE

HKS$'000
T

Cash and deposits ReREFHX 171
Intangible assets (note 32) m A E (fsE32) 4,396
Other assets HMEE 21
Deferred tax liabilities (note 42) R IEAE (5E42) (725)
Other liabilities BEMAaR (142)
Fair value of net assets acquired Frikis & E3E 2 A E 3,721

HK$'000
TAET

Net cash outflow from acquisition of a subsidiary:

WE—FHNBARZIRE R IFE

Cash and deposits acquired Wi 2 31 RIF 7R 171

Less: Purchase consideration settled in cash B AR ENZEERE (6,000)

Add: Deposits paid in the previous year m:REFEZENES 3,000
(2,829)

No revenue has been generated by Metasequoia Capital from 1 January
2017 to 31 December 2017. Metasequoia Capital contributed net profit of
approximately HK$213,000 to the Group from the date of acquisition to 31
December 2017.

Had the business combination taken place on 1 January 2017, net profit of
the Group for the year ended 31 December 2017 would have been decreased
by approximately HK$92,000. The pro-forma information is for illustrative
purposes only and is not necessarily an indication of revenue and results of
the operations of the Group that actually would have been achieved had the
acquisition of the Metasequoia Capital been completed on 1 January 2017
nor are they intended to be a projection of future results.

BE-E—+tHF—A—BE-_ZT—+HF
+ZA=+—8 KEEEMEEER
A -BURERREE -_ZT—+F+ A
Z+—H KEBEEALAEEERGET
SHEEEA7213,00078 7T ©

WERAHON - T—+F— A8
ToARERREE-Z—+F+=A
=+— B I E 245 F FE R, 2 # 92,000
B o EEEREHRSP  F—ERE
R-ZE—+F— A —HERKREKEE
ERANEBERERG 2 WA ML EE
B2 IRIZ - IR RHERRELE 2 T8 -
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52. TRANSACTIONS WITH NON-CONTROLLING INTERESTS 52. EFERERZRS
(@) Acquisition of additional interest in Ernest Borel () WHEMORMKEMZESR
In September 2018, the Group has further acquired 84,366,000 shares of RZZE—NFNLA AEERBEBAH
Ernest Borel, representing approximately 24.28% at HK$1.85 per share, BH)  IRERR1.8 BT 2 BIRE— I
through an open offer, the total consideration paid for acquiring the 88 % 5% 84,366,000 A% A% 15+ HEE R4
additional equity interest is HK$156,077,000. The effect of changes in the 24.28% 2 [ - SR ERSMNIRIE B ST
ownership interest of Ermest Borel on the equity attributable to owners of the 2 HR (B 5 156,077,00078 7T « A - K
Company during the year is summarised as below: REEEEER CBBEANAREEA
[EIEER 2 BBMMT
2018
—E-N\F
HK$'000
FHER
Carrying amount of non-controlling interests acquired B IR ES 2 BREE 68,875
Consideration paid for acquisition of non-controlling interests Y fE FF4E AR 25 B X it 2 R (B (156,077)
Excess of consideration paid recognised within equity RIREABERCESZNREZBEERE (87,202)
(b) Deemed acquisition of additional interest in Bendura Group (b) RHBUWESHERZEIIMER
In July 2018, Bendura Group repurchased 500 equity shares of Bendura Bank RZZE—\F+AH SHEBEURSK
at cash consideration CHF352,000 (equivalent to HK$2,756,000). Following {E 352,000 3 1% BF (45 & 72 2,756,000 75
the repurchase, the Company's effective equity interest in Bendura Group 7T) I E M ER 1T 500 B g m iR o BB Bl 5T
increased by 0.21%. The Group recognised a decrease in non-controlling Fig - RR RN E AR E 2 B AR g
interest of HK$2,225,000 and a decrease in equity attributable to owners of D00.21% ° A5 B 7R IR AR 250
the Company of HK$531,000. The effect of changes in the ownership interest 2,225,000 8 7T R AR A A B RERS
of Bendura Group on the equity attributable to owners of the Company R 531,0008 7T c FIN - B EEES
during the year is summarised as below: R BEBHARRNRHEE ARG ER
ZRERMAT
2018
=E2-N\F
HK$'000
FTHER
Carrying amount of non-controlling interests acquired BB IR i s 2 BRI (E 2,225
Consideration paid for acquisition of non-controlling interests Y B FF4E AR 25 B X 1t 2 R (B (2,756)
Excess of consideration paid recognised within equity RIREAER B NREZBEERE (531)
(c) Acquisition of additional interest in Bendura Group (0 WESHEEEIZES
In June 2017, the Company acquired additional 1.49% equity interest RZZ—1LFRA  ARGIURENRE
of Bendura Group at cash consideration of CHF1,977,000 (equivalent 1,977,000 3% 1% BF (48 & 72 16,093,000 /%5
to HK$16,093,000). Following the acquisition, the Company effectively 7)) Wk = B B BEHN.49% 2 FRAE o
hold 86.12% equity interest of Bendura Group. The Group recognised a WK% AR ERF A ER
decrease of in non-controlling interests of HK$11,556,000 and a decrease 86.12% 2 x4 o ZNER B MR IR AR e 2
in equity attributable to owners of the Company of HK$4,537,000. The 211,556,000 %8 7T K AN A B A A JE
effect of changes in the ownership interest of Bendura Group on the equity 4z 1> 4,537,000 7T - TN - B
attributable to owners of the Company during the year is summarised as SEREREERSCEBEHAAREEA
below: JEIE R 2 BB
2017
—T—tF
HK$'000
FAET
Carrying amount of non-controlling interests acquired B IR R i a2 BRTEE 11,556
Consideration paid for acquisition of non-controlling interests U 88 JEiE AR 25 B S 1 2 R 1B (16,093)

Excess of consideration paid recognised within equity RIREABR B HREZBEEE (4,537)
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52. TRANSACTIONS WITH NON-CONTROLLING INTERESTS (Continued) 5. ERFERERZRS (BB)

(d)

(e)

()

Deemed disposal of equity interest in Bendura Group ) RALESHEBZRKRE

0On 29 December 2017, Bendura Group disposed 3,000 treasury shares RZE—tF+ZA=+hA Biv&k
of Bendura Group at cash consideration of CHF1,350,000 (equivalent to [ LA IR & B 1,350,000 I 14 B8 (FHE
HK$10,808,000). Following the transfer of treasury shares, the Company's 210,808,000/ JT) & &= b & # 3,000
effective equity interest in Bendura Group decreased by 1.29%. The Group BEFKRGD - BHEFRGE  ANAF
recognised an increase in non-controlling interests of HK$4,173,000 and a REMEE 2 BERBRERD1.29% &
decrease in equity attributable to owners of the Company of HK$4,173,000. S B MR IE I I 22 35 00 4,173,000 7 7T
The effect of changes in the ownership interest of Bendura Group on the KA RGN FEAL R R 4> 4,173,000
equity attributable to owners of the Company during the year is summarised BIL - FA - BEERBEEER
as below: B AN A A A ER 2 AR

T

HK$'000
FAT
Carrying amount of deemed partial equity interest disposed 18 & 38% B & Mg 2 BRE E (14,988)
Consideration received for the deemed disposal MR B EEEWERKE 10,808
Loss on the deemed disposal recognised within equity AR HE A TSR AR A & 2 B 1B (4,180)
Deemed disposal of equity interest in Shenzhen Permanence () RAHERITEBREREZEBMRAT
Commerce Co. Ltd. (“Permanence”) (MEBER] ZKRE
In May 2017, Seti Timber Group disposed the entire equity interest in RIZZ—LFHA  HREREEERNUR
Permanence to Zhuhai Rossini Watch Industry Limited (“Rossini”) at 8 A R #2,904,000 7T (48 & i 3,487,000
consideration of RMB2,904,000 (equivalent to HK$3,487,000). The Group B MG RTAEHREERAR ([7
effectively hold 91% equity interest of Rossini. Upon the completion of the AR HEEEER 2 2HRE A&
transaction, the Group's effective equity interest in Permanence decreased EERBEEREACN% LIKE - X 5T
from 100% to 91%. The transaction has been accounted for as an equity K& AEEREEER 2 BRRER
transaction with the non-controlling interests as follows: 100% 8 ZE 91% ° BRI 5 2 B I AR HE

SIEATFEEARESERRS

HK$'000
T
Carrying amount of deemed partial equity interest disposed 18 & %89 B & Wi 2 BRE E (1,061)
Gain on the deemed disposal recognised within equity PR HE A T RRAR /3 HH B 2 s 1,061
Deemed disposal of equity interest in Guangzhou Five Goat Watch ) EARAHEEMNEFEREARATA(H
Co., Limited (“Five Goat") FHzRE
In June 2017, Seti Timber Group disposed 73% equity interest in Five Goat to RZE—+FEA HoERAESE
Rossini at consideration of RMB76,004,000 (equivalent to HK$86,562,000). LA B A R ¥ 76,004,000 7T (FHE 7
Upon the completion of the transaction, the Group's effective equity interest 86,562,000 70 ) (A ZE PHE HE A F73%
in Five Goat decreased from 77.75% to 74.1%. The transaction has been IR RGTHE  AEBRAFZ
accounted for as an equity transaction with the non-controlling interests as ERRRIERT7.75% B ET74.1% © B 2
follows: SEHEIETRERIRA T EEARES
=5 :

2017
—E—tF

HK$'000
FAET
Carrying amount of deemed partial equity interest disposed % &2/ B H &I 2 SR (& 8,298
Loss on the deemed disposal recognised within equity TR HE N W SRAR A & 2 B 1B (8,298)
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52. TRANSACTIONS WITH NON-CONTROLLING INTERESTS (Continued) 5. ERFERERZRS (BB)

(9)

(h)

(i)

Deemed disposal of equity interest in Global Wealthy Link Limited (9) RALERRERFRAGRTERRE
(“Global Wealthy") ) Z IR

In March 2017, Global Wealthy allotted 20,000,000 shares to two RZE—ttF=H RIEKEFHEMU
independent third parties at HK$20,000,000. Upon the completion of the 20,000,000 7% 7T [7) {4 4 & 32 56 = 75 R 2%
share allotment, the Group's effective equity interest in Global Wealthy 20,000,000 f& A% 7 © (% 0 BL 2% SEpk & - AR
decreased from 100% to 60%. The transaction has been accounted for as an FEERIRIRE B 2 BB AR B 100% 75
equity transaction with the non-controlling interests as follows: Z£60% ° BRAR S E HEIFERERIZIA

THEBREARERSERRS

2017
—E—+F
HK$'000
FAT
Carrying amount of deemed partial equity interest disposed 18 & 38% B H & M iE 2 BREE (11,518)
Consideration received for deemed disposal HEATECWRRE 20,000
Loss on the deemed disposal recognised within equity AR A TR AR A & 2 B 18 8,482
Effect of transactions with non-controlling interests on the equity (h) EEERERIRZUBE—T-—N\F
attributable to owners of the Company for the year ended 31 T A=+ -HLFERATNEEALE
December 2018 LS

2018
—B-N\F

HK$'000
FER

Change in equity attributable to owners of the Company RABIHEAE NELERZEERE

arising from:
— Acquisition additional equity interest in Emest Borel — BB O B8 2 BN (87,202)
— Deemed acquisition additional equity interest — 1R R ERTT 2 BRI
in Bendura Bank (531)
Net effect for transactions with non-controlling interests BT ERET R ZE AR RHEE A
on equity attributable to owners of the Company JEIE R 2 F B (87,733)
Effect of transactions with non-controlling interests on the equity () BEFERERCIRSGHEE_ZT—tF
attributable to owners of the Company for the year ended 31 T A=+ -HLFELRATHEEALRE
December 2017 LR e

2017
—E—tF

HKS$'000
AT

Change in equity attributable to owners of the Company RAREAANEEER 2ZEHRA -

arising from:
— Acquisition additional equity interest in Bendura Bank — W B M SR 1T 2 FEANIR R (4,537)
— Deemed disposal of partial equity interest in Bendura Bank — 1% /& i & & 10 88 17~ 28 9 A i (4,180)
— Deemed disposal of partial equity interest in Permanence ~ —#8 & H & 188 =8 2 2 5 i 4E 1,061
— Deemed disposal of partial equity interest in Five Goat —BREERF 2RO IRE (8,298)
— Deemed disposal of partial equity interest in Global Wealthy — 1% /& & IR Bk & 4% 2 289 A #E 8,482
Net effect for transactions with non-controlling interests B RESETRSEARATHEE A

on equity attributable to owners of the Company JEihEm 2 F B (7,472)




53. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS
Reconciliation of liabilities arising from financing activities:
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53. RERERERME

METHELZBEIHE:
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Liability
component of
Corporate  Subordinate Dividend Duetoa Notes  convertible
Borrowings bonds debt payables  shareholder payable bond
Eff-% TRRES
f& AREE  RRER  EARE REZFE  EARE  8EHS
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR THERT THERL THT THER THER TR
As at 1 January 2018 R-E-NF¥-A-H 583,269 732,978 95,674 - - - -
Proceeds from new loans MERZFGTE 710,999 - - - 73,000 - -
Repayment of loan EEEX - - (95,767) - - (100,0000  (100,000)
Proceeds from sales of repurchased bonds ~ $4 B8 [ (% 2 TS 5B - 21,566 - - - - -
Repayment of borrowings BEEE (227,929) - - - - - -
Dividend paid to shareholders of the AL AR E
Company - - - (261,113) = = =
Interest paid BERFE (29,510) (27,630) - - - - (744)
Total changes from financing cash flow BERSREZBEE 453,560 (64) (95767) (261,113 73,000 (100,0000  (100,744)
Other changes: g
Acquisition of subsidiaries KRB AR
(note 51.1) IR 10,505 - - - - 100,000 97,184
Dividend declared ERRE - - - 261,113 - - -
Interest accrued JERHFIE 29,510 21,630 - - - - 2,582
Fair value loss on early redemptionof 1R FE A ES 2
convertible bond ATEEE - - - - - - 978
Exchange adjustments: ERGEE: (29,655) (300) 93 = = = =
As at 31 December 2018 R-B-NF
TZA=+-A 1,047,189 760,244 - - 73,000 - -
Corporate Subordinate Dividend
Borrowings bonds debt payables
BE NalEF IRBIETS FE T AR B
HK$'000 HK$'000 HK$'000 HK$'000
T T T TFHIT FHETT
As at 1 January 2017 R=—ZT—tH&—A—H 1,190,340 692,127 83,345 -
Proceeds from new loans MERCHEHRIEA 73,326 - 16,627 -
Proceeds from sales of repurchased bonds ~ $HE BRI E % 2 TS 708 - 39 - -
Repayment of borrowings BEEE (703,737) - - -
Dividend paid to shareholders of the A2 AR R AR S
Company - - - (217,516)
Interest paid BRFE (37,919) (26,512) (1,886) -
Total changes from financing cash flow FEHESHESBHHE (668,330) (26,120) 14,741 (217,516)
Other changes: Hh i
Disposal of subsidiaries HERBAR (210) - - -
Dividend declared BIRAR S - - - 217,516
Interest accrued FEET IS 37,919 26,512 2,080 -
Exchange adjustments: B R 23,550 40,459 (4,492) -
As at 31 December 2017 R-B—+tF+=-A=+—8H 583,269 732,978 95,674 -
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54. CONTINGENT LIABILITIES

55.

54.1 Financial guarantee

54. RAREE

54.1 BIFSIER

2018 2017
—E-NFE —ZT—tF

HK$'000 HK$'000

Financial guarantees BB ER

Fi# BT
60,000 60,000

At 31 December 2018, the Group had contingent liability in relation to
guarantee of approximately HK$60,000,000 (2017: HK$60,000,000) given to
a bank in respect of a revolving loan facility of up to HK$60,000,000 (2017:
HK$60,000,000) granted to an associate. The corporate guarantee is ending
on the expiry of the term of the revolving loan facility. In the opinion of the
directors, it is unlikely that a claim will be made against the Group and no
cash outflow under the financial guarantee contract, the financial impact
arising from the above guarantee is insignificant and accordingly, they are
not accounted for in the consolidated financial statements.

54.2 Legal proceeding

In June 2016, Bendura Bank AG and Bendura Fund Management Alpha AG
(hereafter “Bendura Group”) have been confronted with potential claims
of one investor having invested into an investment fund that currently is
in liquidation. Bendura Bank AG acted as custodian and Bendura Fund
Management Alpha AG acts as fund management company whereas the
asset management function has been outsourced to an external asset
manager. The court dismissed the case at first instance. The investor
appealed against the decision. The appeal court referred back to the first
instance. Bendura Group, together with its legal advisors, concluded that the
outcome of the case cannot be reliably estimated and the possibility of an
outflow of economic resources is not probable as at 31 December 2018 and
2017.

54.3 Credit card commitments
As 31 December 2018, the Group had contingent liability in relation to credit
card commitments of approximately HK$98,387,000 (2017: approximately
HK$72,539,000) given to third parties. Credit card commitments represents
the undrawn amount of credit card limits. In the opinion of the directors,
those credit commitments are given with collateral and the possibility of an
outflow of economic resources is not probable.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group has various financial assets and financial liabilities such as available-
for-sale financial assets, trading portfolio investments, derivative financial assets,
cash and deposits, due from banks and clients, trade receivables, held-to-maturity
investments, short-term investments, financial assets at fair value through other
comprehensive income, other financial assets at amortised cost, other assets,
derivative financial liabilities, due to banks and clients, trade payables, corporate
bonds, borrowings, subordinated debt, due to a shareholder and other liabilities,
which arise directly from its operations. The main risks arising from the Group's
financial instruments are interest rate risk, foreign currency risk, credit risk, liquidity
risk, fair value risk and equity price risk.

55.

R-ZE—N\F+-A=1+—H £KEHF
ZRREBEAE—HBERRERRS
60,000,000 7% 7T (== —-4F : 60,000,000
B ZEREFRBE MR —MIET
12 1 #960,000,000 7 7T (= F — 4 ¢
60,000,000 87T ) Z JEIR © A BIERRE
REFREHRERSRE -EER
5 RIBEFEERE S ANEEEL S
Ry#eEMN BYERSRL  #
MERELEZMEEESLTEKR
It FIEA SRR NS R A B SR
FA AR -

54.2 FFFR

RZZE—RFERA BHRITKRNHE
FR 2 &) & Bendura Fund Management Alpha
AG (B EHER ) miF—2RERN
—IRRETREEGZREE 2R
= - EMRITIROHBBRABEEFEEA
X Bendura Fund Management Alpha AG #&
EESER QNG - MEEEERAERISN
HITOMNERE ERCIR R B —F R E
K- BHREEHZARREL FiF - &
FERE—F =HEEERIEERE
BRA R_E-N\F+-A=+—H
BB R R RR I K e

54.3 5 A F&IE
R_E—N\F+_A=+—8 £&£E
BEBREFE = ZERRAEZ A
B 1E#998,387,000/8 L (ZF—+F 4
72,539,000,87T) c A REERERF
HMEZRRESHE -BEERA  %5E
BEAER S S 2 U RTIR 6 - B
EER R Z TREET K -

MEEEEEBFERBER
AEEEERFRAXH cREER TR
BE -fINAHEESREE RPEAR
B TESREE B NFR - BUERTT
NEFPHIE - BUWER  FHEIHKRE B
HRE BAFEFARMEARAZE
BMEE HEHERANIRZEMSREE
HEE - TESMEE  BURITREP
A EBAER 2RES  BE ARE
% BN —BRRZFBEREMAE - AE
BeRTAMEETIZRARANEER I
ERE  EERR RBESER  QFE
[ B B B AN (B A LR o
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55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 55.
(Continued)
It is not the Group's policy to actively engage in the trading of financial instruments
for speculative purposes. Its treasury department works under the policies
approved by the directors and identifies ways to access financial markets and TE WHREPEEMIIS 2 ERERA
monitors the Group's financial risk exposures. Regular reports are provided to the %Fﬁﬁ‘ﬁ HBRR - WiE R E R R H R
directors. The board has reviewed and agreed policies periodically for managing cEERETF MR RIBEERE FMEIAR
each of these risks and they are summarised below. ZBZEE BRABERMROT -

55 eREERSREEI EHNE
RZE-—N\FRER-_FE—tF+=A
T HERZASECREERSR

MEEREEBBRREE(E)

AEBE BRI FANEENEHREES
BMTA - EEHKBPARBEESIEZBR

55.1 Summary of financial assets and financial liabilities by category
The carrying amounts of the Group’s financial assets and financial liabilities
as recognised at 31 December 2018 and 2017 are categorised as follows:

BEREEBOT -
2018 2017
—BE-N\FE —Z=—+tF
HK$'000 HK$'000
TH T T T
Financial assets EREE
Financial assets at fair value: BAFEINEZEMEE
— Available-for-sale financial assets —AftHES Faﬂ‘l BE - 482,345
— Due from banks —FEUSRTTFRIA 74,301 45,976
— Trading portfolio investments R BEARE 123,606 641,031
— Derivative financial assets —TEEmE F 7,694 4,680
205,601 1,174,032
At amortised cost LSRR AN T BR
— Cash and deposits —Be RFH 7,701,743 7,420,678
— Due from clients —EIREFFRIE 1,575,438 1,011,516
— Due from banks —EMERITRIE 3,313,535 5,875,902
— Trade receivables — MR 571,424 506,287
— Other financial asset at amortised cost — RN AR 2 HAth
TREE 1,034,773 -
— Other assets —HEMEE 283,417 377,722
14,480,330 15,192,105
Available-for-sale financial assets, at cost AEHEEmMEE @ BATIER - 6,023
Held-to-maturity investments FEEEE - 1,138,704
Financial assets at fair value through other BAFEFAHMEZERAZ
comprehensive income TREE 627,200
15,313,131 17,510,864
Financial liabilities cREE
Financial liabilities at fair value: BAVEIE A E
— Due to clients —ERE P FIE 73,950 45,865
— Derivative financial liabilities —TE2/mE T,\ 20,866 35,656
94,816 81,521
Financial liabilities measured at amortised cost: big; iﬁﬁzﬁﬁiz\%%ﬂﬁ &
— Due to banks —FETERTT A 4,181 3,042
— Due to clients ‘ﬂgﬁxﬁmk 12,430,641 14,224,224
— Trade payables —ET BRI 324,106 305,798
— Corporate bonds —RAfEH 760,244 732,978
— Borrowings fﬁE 1,047,189 583,269
— Subordinated debt —IREETS - 95,674
— Due to a shareholder —EN—B R ZFE 73,000 -
— Other liabilities —HmaE 503,694 559,265
15,143,055 16,504,250
15,237,871 16,585,771
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55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(Continued)

55.2 Interest rate risk

Interest rate risk relates to the risk that the fair value or cash flows of a
financial instrument will fluctuate because of changes in market interest
rates. The Group's interest rate risk arises primarily from borrowings and
bank deposits. Borrowings and bank deposits bearing variable rates and
fixed rates expose the Group to cash flow interest rate risk and fair value
interest rate risk respectively. The interest rate and repayment terms of the
borrowings outstanding at the end of the reporting period are disclosed in

note 39.

The Group's exposure to the risk of changes in market interest rates relates
primarily to the Group’s borrowings and bank deposits with a floating interest

rate.

Sensitivity Analysis

At 31 December 2018, it is estimated that a general increase/decrease of 50
basis points in interest rates, with all other variables held constant, would
increase/decrease the Group's profit after income tax and retained profits by
approximately HK$22,756,000 (2017: increase/decrease the Group's profit
after income tax and retained profits by approximately HK$28,900,000). The
assumed changes have no impact on the Group's other components of equity.

The sensitivity analysis above has been determined assuming that the change
in interest rates had occurred at the end of reporting period. The assumed
changes in interest rates are considered to be reasonably possible changes
on observation of current market conditions and represent management’s
assessment of a reasonably possible change in interest rates over the next

twelve month period.

The calculation is based on a change in average market interest rates for each
period, and the financial instruments held at each reporting date that are
sensitive to changes in interest rates. All other variable are held constant. The
sensitivity analysis for the year ended 31 December 2017 has been prepared

on the same basis.

55.3 Foreign currency risk

Foreign currency risk refers to the risk that the fair value or future cash
flows of a financial instrument will fluctuate because of changes in foreign
exchange rates. The Group mainly operates in Hong Kong, Switzerland,
United Kingdom, Liechtenstein and the PRC with most of the transactions
denominated and settled in HK$, US$, Euro, CHF, GBP and RMB. The Group's
exposure to foreign currency risk primarily arise from certain financial
instruments including available-for-sale financial assets, other assets, cash
and deposits, due from clients and banks, trading portfolio investments,
derivative financial assets, held-to-maturity investments, due to clients,
derivative financial liabilities, other liabilities and borrowings which are
denominated in US$, Euro, CHF, GBP and RMB. The Group currently does not
have a foreign currency hedging policy but the management continuously

monitors the foreign exchange exposure.

BH¥EBEEEERBK (B)
wzﬂ$ﬂm

MERBESHTAEZ AFESIRER
SAMSF XS MEB 2 RARAERE -
AEBZFERREEREEE RIRT
FR - AEBDRIEZFERELEFE
Zfig\&fﬁﬁﬁ KR & = F K [

AHEFERER o RS R E R
féf ‘%%EZ*‘J%&E%1‘%¥KEAWE\I 394%
E‘g °

AEEMEL M SN ZEHRMERE
AEEZERHEZBERRITFERE
B e

HBE D
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ZH% SEE T MAR B HFI L hn, 8
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55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(Continued)

55.3 Foreign currency risk (Continued)

The following table summarises the Group’s major financial assets and
financial liabilities denominated in currencies other than the functional
currencies of the respective group companies as at 31 December 2018 and
2017.
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55. BIEMEEEEREEK (B)

55.3 S /B (48)
TERBEAR-ZF-NEFR-_FT—LF
t=-HA= + BAREEAEHEEERT
EEVREBUIINZERIIEZTES
MEERTRAG -

Expressed in HK$'000

RUFETL5
Euro CHF
B B+ kR
As at 31 December 2018 RZE-NE+ZA=1+-H
Cash and deposits Be &ﬁ%ﬁ 11,303 4,925,392 1,040 54 4717
Due from clients Ul R P 122,489 884,262 = = =
Due from banks Jﬂﬁﬂf T TA 2,577,822 176,602 = = =
Trading portfolio investments RHEARE 546 5,931 - - -
Derivative financial assets TEEBEE 6,468 226 = = =
Financial assets at fair value through & AFEFFAEM2E
other comprehensive income WAZEREE - - - - 128,730
Other financial assets at amortised & 855k A5 85 2
cost Hitte@ERE 613,832 347,405 - - -
Other assets Hi&E 43,368 2,144 319 - 8,254
Due to clients EREPHE (4797,723)  (6,343,678) - - -
Derivative financial liabilities fTEEBERE (13,493) - - - -
Borrowings f&E - - - - (232)
Other liabilities HwaE (6,886) (1,360) - - -
Overall net exposure BRERRFE (1,442,274) (3,076) 1,359 54 183,923
As at 31 December 2017 R-ZZ—t&+=-A=+-H
Cash and deposits BeREH 26,806 3,349,168 1,259 2,890 30,541
Due from clients [EREPFE 119,154 789,358 - - -
Due from banks B RITHE 4,097,543 548,568 - - -
Trading portfolio investments RHGPEKE 513 9,649 - - -
Derivative financial assets TEEREE 16 2,901 - - -
Available-for-sale financial assets ~ AJ{tHESREE 156,639 14,067 - - 237,959
Held-to-maturity investments HEIERE 689,937 378,708 - - -
Other assets Hi&E 40,503 1,266 16,384 - 118
Due to clients EREPHE (7,708,671) (4,992,129) - - -
Derivative financial liabilities fTESmaR (35,067) - - - -
Borrowings TE (104,204) - - - -
Other liabilities HiBf (79,951) (104,625) (9,241) (16) (44,852)
Overall net exposure RERKRTHE (2,79,782) (3,009) 8,402 2,874 223,766
The following table indicates the approximate change in the Group's profit TRETASE(ArtEEemEE
for the year and investment revaluation reserve (due to the change in fair Z AT EE) AE @E’\#ﬁiﬁﬁiﬁﬁ
value of the available-for-sale financial assets) in response to reasonably BARM 2 IMNEER 2 S IR ge B AT

possible changes in the foreign exchange rates to which the Group has
significant exposure at the end of reporting period. The sensitivity analysis
includes balances between Group companies where the denomination of
the balances is in a currency other than the functional currencies of the
lender or the borrower. A positive number below indicates an increase in
profit and investment revaluation reserve where the underlying functional
currency weakens against the relevant foreign currency. For a strengthening
of the underlying functional currency against the relevant foreign currency,
there would be an equal and opposite impact on the profit and investment
revaluation reserve, and the balances below would be negative.

TR 2 AN F M e R A B b B
HIEE o ﬂ@@ DT B R AN 5 B A B
ZEEER  BEERAIEE R ARERAZT)
%E%Zf%ﬂ@ DA IE R /3 A
DEEEE R BRSNERZERBRT - & F
REBEEEREBZEN - WAARES
BAARINETHE - AIERETI R EE
fFERAREREREE MU TER
GSVSEE
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55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(Continued)

55.3 Foreign currency risk (Continued)

55. BIEMEEEEREEK (B)

55.3 SNERBE ()

would fail to discharge its obligation under the terms of the financial
instruments and cause a financial loss to the Group.

The Group considers the probability of default upon initial recognition of
assets and whether there has been a significant increase in credit risk on an
ongoing basis throughout each reporting period. To assess whether there is
a significant increase in credit risk, the Group compares the risk of a default
occurring on the assets as at the reporting date with the risk of default as at
the date of initial recognition.

2018 2017
—E-N\f S s
Effect on fair

value through Effect on

Change in Effect on other Change in Effect on investment

foreign profit for  comprehensive foreign profit for revaluation

exchange rates the year income  exchange rates the year reserve

HENVE

SME HAFE FHAHM2E HAEE  HRESMH

Ex2s GRz¥E WAz¥E BANZTE  REZYE

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

Fib7 7 b7t THT

us$ £ +5% (72,114) - +5% (142,563) 7,832

-5% 72,114 - -5% 142,563 (7,832)

Euro BT +5% (154) - +5% (857) 703

-5% 154 - 5% 857 (703)

CHF W LA +5% 68 - +5% 420 -

-5% (68) - -5% (420) -

GBP e +5% 3 - +5% 144 -

-5% 3) - -5% (144) -

RMB ARE +5% 2,760 6,437 +5% (710) 11,898

-5% (2,760) (6,437) -5% 710 (11,898)
The stated changes represent management’s assessment of reasonably SR B REIEEHINEERNE
possible changes in foreign exchange rates over the period until the next E RN —FEEREA LA AIE &
annual reporting date. In this respect, it is assumed that there is no significant BTG otk s - ARNETTHEET
exposure expected on financial assets and liabilities denominated in US$ for B BB ER BE T2 ANE
Group companies whose functional currency is HK$ since HK$ are pegged NAINETHSEZSHEERA
to USD. Results of the analysis as presented in the above table represent BEreREEMEaRER - FRENZ
an aggregation of the effects on each of the group entities’ profit for the DITER RRUZEFTERFEEHS
year and equity measured in the respective functional currencies, translated MEER (L&A EEE LR
into HK$ at the exchange rate ruling at the end of reporting period for LSEARBEEIER Y Ain 2 ERINE 55
presentation purposes. The analysis is performed on the same basis for 2016. TO) JHARBEE o — B — NFIEFT D

e AR R 2 -
55.4 Credit risk 55.4 = & & b2

Credit risk refers to the risk that the counterparty to a financial instrument ZERRESTE X SHFReex

TRTAZGREITERT  WEHA
SESFMBEER AR -

REERNTHEREERZBZOHA
EEREREHAREEBEERARA
BAEIRN - SFHEEERRE S AR
B AEEFRHRE R EERLEED
Z R R PR B H 2 E KRR 1E
L& -
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55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 55. BiEREEBERBEK(B)
(Continued)

55.4 Credit risk (Continued) 554 &R (48)

It considers available reasonable and supportive forward looking information.
Especially the following indicators are incorporated:

° external credit rating (as far as available)

e actual or expected significant adverse changes in business, financial or
economic conditions that are expected to cause a significant change to
the counterparty’s ability to meet its obligations

e actual or expected significant changes in the operating results of the
counterparty

e  significant expected changes in the performance and behaviour
of the counterparty, including changes in the payment status of
counterparties in the group and changes in the operating results of the
counterparty

A default on a financial asset is when the counterparty fails to make
contractual payments when they fall due.

Financial assets are written off when there is no reasonable expectation of
recovery.

The assessment of credit risk and the estimation of ECL are unbiased and
probability-weighted, and incorporate all available information that is
relevant to the assessment including information about past events, current
conditions and reasonable and supportable forecasts of future events and
economic conditions at the reporting date. In addition, the estimation of ECL
should take into account the time value of money.

The credit risk of the Group is primarily attributable to the cash and deposit,
due from clients and banks, other financial assets at amortised cost and other
assets.

The credit risk of the cash and deposit is limited because the majority of the
counterparties are banks with good reputation. No impairment had been
provided under 12-month expected credit loss assessment.
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55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(Continued)

55.4 Credit risk (Continued)

The credit risk of due from clients and banks (excluding the precious metal)
is determined based on the combination of the internal and external credit
rating, the average debt recovery, peer review information and comparison
with publically available date. The Group calculates ECL using three main
components: a probability of default, a loss given default ('LGD’) and the
exposure at default (‘EAD’). The 12-month ECL is calculated by multiplying
the 12-month PD, LGD and EAD. Lifetime ECL is calculated using the lifetime
PD instead. The 12-month and lifetime PDs represent the probability of
default occurring over the next 12 months and the remaining maturity of the
instrument respectively. The EAD represents the expected balance at default,
taking into account the repayment of principal and interest from the balance
sheet date to the default event together with any expected drawdowns
of committed facilities. The LGD represents expected losses on the EAD
given the event of default, taking into account, among other attributes,
the mitigating effect of collateral value at the time it is expected to be
realised and the time value of money. Amount to HK$3,256,000 impairment
allowance has been provided under expected credit loss assessment for the
year ended 31 December 2018.

The balance of due from clients and banks also subject to concentration risk
which the ten largest single exposures encompass HK$858,871,000 (2017:
HK$543,533,000), which are related to due from clients of the banking
business as of 31 December 2018.

Since 1 January 2018, the Group adopts the "ECL model” on its debt
instruments which are classified as financial assets measured at amortised
cost and at FVOCI in accordance with the provisions of HKFRS 9. For
financial assets that are included in the measurement of ECL, the Group
evaluates whether the credit risks of related financial assets have increased
significantly since initial recognition. The “three stage” impairment model
is used to measure their loss allowances respectively to recognise ECL and
their movements. The ECL assessment made by the Group mainly reference
to the internal and market credit rating information. Amount to HK$22,000
impairment allowance has been provided after the assessment during the
year.

For the trade receivables, the Group carries out regular review on these
balances and follow-up action on any overdue amounts to minimise
exposures to credit risk. The Group measures the lifetime expected credit
losses based on the outstanding balances and historical credit loss experience
adjusted to reflect the Group's view of current and forecast economic
conditions that may affect the ability of the debtors to settle receivables.
Amounted to HK$4,381,000 impairment allowance had been provided under
expected credit loss assessment which calculated using simplified approach
according to the ageing by due date disclose in note 22.

55. BIEMEEEEREEK (B)

55.4 58RI (&)

RWEF RRITRIB(TREESE)E
ERBR T EENERIMNBIEERAR - F
BEBEH - RTRERREARE
P B MERE - ANEE =X 248K
MO EREREEBE  BOHAE
BHBAR([BOBAER]) REORE
AR ([BAORRARE]) - 128 A7EH
SEBBIE12EAZHOHAKEE
WBRERBRORBRAEETRMAE
EMEMEEERIERZHEORHA
KB - 2ERREMEOKAE D
FEARKI2ZEA R TEFSRFHANEE
BHZER - BHRBABERRRZY
MEER - WARET MAEE B EENFHHE
2R e KA BERRAGHERE O EMTE
HPREREE - BOBARRIEHIRENEMF
2 AR\ fe A g 2 TREIE 1R - WARET I
(BREEMFE) BRERERREE
BZENZErERRHEEE #HE—
E-N\F+_A=+—BILFE  RiE
BHEEEE 2 - EAHERREREE
3,256,000 & 7T ©

JEWE P RIRITHIBE I E E &
Bk T RE—RBREER-_Z—N\F
+ = A=+—H 858,871,000 7T (—
T — 44 : 543,533,00078 ) - JyEdE
WERTTE B TP BRFUERE -

BT N\F—F—Hi KEBLHE
BKTAERWIEREEBERESX] R
BERBYBREEAFIFZRE &
FER TED A AREEK AT E X%
NEPEFAEMEERAZEHEE -
REHEEBEES N ZEMEEM
5 ALEEFGREeREEZEER
BB VI ERRE T ARIEMN Wi
REHEEBEEREZHHRIFERI=
FEEREEXGT2EHERE - AEH
ETTEREEEETEE  EB2BR
METISEEFRER - FR - R
B EETIR B AR 22,0008 7T -

EREUCRR  AREE R EHK
BEMARSERNBETE  UEE
BRREFEERR - AREREREEGEHR
FpEEERRERITE2NEMEE
B8 - WEH AR AR A EE AT
FEEHANENRYGRIARE N 23R K
TERIAE AR B X o AR MY 5E 22 P
BRI MB 8D RERABIEIENE
ZTEREEEERNE Bt ERE
4,381,000 % 7T, ©
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55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 55. MBEMEEREREE(E)
(Continued)
55.4 Credit risk (Continued) 55.4 FE R () B ‘
The loss allowance as at 31 December 2018 was determined for trade Eé:i;i/liJr:ﬁ T REEZE
receivables as follows: YR B IRE R T
31 December 2018 =F-N\E+=A=+—-H
Expected
credit loss
rate — weighted  Gross carrying Loss
average (%) amount allowance Net amount
BHEE
BAE-
AT 3 (%) REAE BRERE )k
HK$'000 HK$'000 HK$'000
FHER TR THET
Not yet pass due i R 160 0.13% 401,619 (504) 401,115
Overdue within 90 days BHETEBO K 0.48% 73,800 (352) 73,448
Overdue 91 to 180 days B E 180K 1.04% 61,045 (637) 60,408
Overdue over 180 days BHEER180 K 6.56%-100% 71,186 (49,483) 21,703
Total a5t 613,650 (50,976) 562,674
For the other assets mainly comprise of rental deposits, dividend receivables, HMEETEQIEHESES  EIWE
amounts due from an associate and related parties and other tax recoverable. B ElR—EEsE AT REEATRE
Management considers rental deposits do not have significant credit risk DREMATNERIE SEERAEHES
since the deposits are refundable from landlords upon end of lease term HevwESAEZERE  REAMEL
or recoverable by the Group through using the leased property. For the RSB RETRERSSANER G
other assets, given the short term nature of these assets, the ECL is had FRFAAEYXINLOILS - FEME
been provided under 12-month expected credit loss assessment. An ECL EMs ENZESEOHEMEE |8
provision of HK$5,313,000 has been made as at 1 January 2018 after the HEEEEEE AR BBREEEBIY
implementation of the HKFRS 9. The management considered there is no SHERME c N E M E B R RAEEAFE
additional provision has to make for the other assets after the assessments 9818 AT — NE—H—HBP B
for the year ended 31 December 2018. FEHA{Z B 5 1B 5 5,313,000 5 7T, - &1

ERFHERBANBE_Z—N\F1+ =
A=+ — Bt FEHAREMEER
BIMNES -
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55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 55. MBEMEEREREE(E)
(Continued)
55.4 Credit risk (Continued) 554 &R (48)
(i) Maximum credit risk exposure of the Group (i) ZXEBZRAGERRE
The maximum exposure to credit risk (excluding cash and deposits as REREBR BRES RFRAN
at the end of reporting date without taking into consideration of any ZREAEERE (P& RAEMRTE
collateral held or other credit enhancement) is represented by the net TR A EREAR) BiRE R
balance of each type of financial assets in the consolidated statement BIRAERFSHEMEE ZHER
of financial position (after deducting any impairment allowance). A FE R ERRERER) 2
summary of the maximum exposure is as follows: 5 HZmERBENT
At 31 December 2018 R=ZB-N\F+=A=+—H
Non-banking
Banking Financial  and financial
business business businesses Total
FRITR
RITEH SREH SRZER st
HK$'000 HK$'000 HK$'000 HK$'000
FTET THERT THET FHET
Due from clients B E P 5IA 1,575,438 - - 1,575,438
Due from banks e SRIT IR 3,387,836 - - 3,387,836
Trading portfolio assets RHMAREE 6,655 46,686 70,265 123,606
Derivative financial assets TEERMEE 7,694 - - 7,694
Trade receivables JE U R 3 - 8,750 562,674 571,424
Financial assets at fair value through & A FEFT AE b2
other comprehensive income WAZEREE - - 627,200 627,200
Other financial assets at amortised %2 $ A ANFIJBR 2
cost HitemEE 1,034,773 - - 1,034,773
Other assets HEE 52,313 3,017 228,087 283,417
6,064,709 58,453 1,488,226 7,611,388
Credit card commitments, Irrevocable {5 f R ¥ ~ AU [E]
commitment and guarantees EHE R B RMER
provided 103,030 - 60,000 163,030

Maximum credit risk exposure oz SRR 6,167,739 58,453 1,548,226 7,774,418
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55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 55. BIKEKMEEEEREE (&)
(Continued)
55.4 Credit risk (Continued) 554 &R (48)
(i) Maximum credit risk exposure of the Group (Continued) (i) ZXEEZRAGERRE ()
At 31 December 2017 R-ZE—tHE+=-HA=+—H
Non-banking
Banking Financial and financial
business business businesses Total
FEIRTT M
RITHETE SR SRR FERy
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHT FHT FET
Due from clients eI P RIE 1,011,516 - - 1,011,516
Due from banks U IRIT R 5,921,878 - - 5,921,878
Trading portfolio assets RHGWEEE 10,352 89,420 541,259 641,031
Derivative financial assets TESRMEE 4,609 - 71 4,680
Trade receivables JE W IR R - 5,307 500,980 506,287
Available-for-sale financial assets AENEEREE 178,747 - 309,621 488,368
Held-to-maturity investments BEISRE 1,138,704 - - 1,138,704
Short-term investments RERE - - - -
Other assets Hith & EE 77,553 5,584 294,585 377,722
8,343,359 100,311 1,646,516 10,090,186
Credit card commitments, Irrevocable {5 F5 & ¥E « /R AT g [l & &
commitment and guarantees REREER
provided 100,081 - 60,000 160,081
Maximum credit risk exposure FaEEEE 8,443,440 100,311 1,706,516 10,250,267
(i) Credit exposure by quality of assets of the banking business is as (i) BRITEBEELEREDZEE
follows: T
As at 31 December 2018 R-BE-NE+=-A=+—H
Book value
No external  of impaired
AAAtoAA  A+toBBB- BB+ or lower rating loans net Total
AARRZ A+ Z BB+ 3K EREEHZ
AF BBB-# R EOHIE REFE @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TEx TER TER TER TER
Due from banks FEWERTHE 1,118,414 2,162,781 - 106,458 183 3,387,836
Due from clients ElEPFA - - - 15704712 4966 1575438
Finandial instruments SRIA 527,488 509,391 - 4,549 - 1,041,428
Other assets EEE - 37 - 52,276 - 52,313
Derivative financial instruments fTESRIE 5,823 2% - 1,847 - 7,694
1,651,725 2,672,233 - 1,735,602 5,149 6,064,709
Contingent liabilities YREE - 3,585 - 99,445 - 103,030
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55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 55. BIEREEEEREX(BE)
(Continued)
55.4 Credit risk (Continued) 554 &R (48)
(i)  (Continued) (i) (%)
As at 31 December 2017 RZZE—+F+=ZA=+—H
Book value
No external of impaired
AAAto AA A+toBBB- BB+ or lower rating
ARA MR BB+ %
2MAR R
HK$'000 i HK$'000
THIL BT THIL
Due from hanks ek R 1279808 4,561,845 - 80,033 192 5,921,878
Due from clients EhEFHE - - - 1,008,485 3,031 1,011,516
Financial instruments SRIA 728,066 593,968 94 5,675 - 1,327,803
Other assets HthEE - 17 - 71,536 - 71553
Derivative financial instruments ~ $T£ & BT A 2,168 - - 2441 - 4,609
2,010,042 5,155,830 9% 1,174,170 3223 8,343,359
Contingent liabilties FRAE - 5,421 - 94,660 - 100,081
The above table shows the quality of assets according to the external FRYITBEEBINIPTLEHNE
ratings available. Financial instruments without a rating are mainly EfExz -EifemTAFrEAT
instruments for which there is no external rating available. Amounts mONERET A 7 T B o JElNE P A
due from clients are allocated to the category “no external rating”. SrEAEmINBEER] -
(i) Credit exposure by collateral of the banking business is as follows: Gii) R TEBEBRBRE D 2 ZEE
CYeR
As at 31 December 2018 N-—ZE-NE+=-HA=+—H

Mortgage- Other No
backed collateral collateral Total

NEBxE HtEfm RER® At

HK$'000 HK$'000 HK$'000 HK$'000
TERT FERT TET TERT

Due from clients of which mortgage loan ~ #ZIBE F 7 FEUE F 58

— Residential property —FENE 723,400 11,997 98 735,495
— Office and business property -WAERERANE 7,366 - - 7,366
— Commercial and industrial property -I@m% 80,096 - - 80,096
- Other —HEf 291 729,146 23,044 752,481
Finandial instruments SHMITE - - 1,034,773 1,034,773
Derivative financial instruments fTHEemIA - - 7,694 7,694

811,153 741,143 1,065,609 2,617,905

Contingent liabilities FABE 4,642 98,378 10 103,030




(Continued)

55.4 Credit risk (Continued)
(iii) (Continued)

As at 31 December 2017

Due from clients of which mortgage loan
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55. BIEMEEEEREEK (B)

55.4 58RI (&)
(i) (&)

333

RZE—+tF+-_A=+—H

Mortgage- Other No
backed collateral collateral

ARB

EMERR  WERR
HK$'000 HKS$'000 HK$'000
BT FAT FiA

HK$'000
TAET

~ Residential property -FENE 338,915 - - 338,915
- Office and business property -WRERERNE 8,320 - - 8,320
— Commercial and industrial property ~-TrEnE 12,722 - - 12,722
- Other —Hft 5014 597,100 49,445 651,559
Financial instruments SRIA - - 1,327,803 1,327,803
Derivative financial instruments THeRmIA - - 4,609 4,609
364,971 597,100 1,381,857 2,343,928
Contingent liabilities FREE 27,542 72,539 - 100,081
The above table shows that secured lending represents constantly more FREBTBERE &G EK
than 90 per cent of the total due from clients. B IABTEIR90% °
(iv) Credit risk by geographical sector of the banking business is as follows: (iv) BRITEBMREEHESD 2EE

AT

R-ZE—-NFE+=ZA=+—H

As at 31 December 2018

Europe

(excluding

Switzerland Switzerland

and and
Liechtenstein  Liechtenstein) (011,17 Total

&M

Btk (FEEHIR
FIXHTE  HEHLE) Hity @t
HK$'000 HK$'000 HK$'000 HK$'000
TER TEL TER TERT
Due from banks JEMERITHE 1,661,804 1,726,032 - 3,387,836
Due from clients [EEPHE 326,891 1,105,377 143,170 1,575,438
Financial instruments SRIE 2,103 484,313 555,012 1,041,428
Other assets HtEE 47,854 4,442 17 52,313
Derivative financial instruments fTEERMIA 5,847 9 1,838 7,694
2,044,499 3,320,173 700,037 6,064,709
Contingent liabilities IREE 98,524 4,033 473 103,030

2,143,023 3,324,206 700,510 6,167,739
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55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 55. BIKEKMEEEEREE (&)
(Continued)
55.4 Credit risk (Continued) 554 &R (48)
(iv) (Continued) (iv) (ft)
As at 31 December 2017 RZE—+tF+-_A=+—H
Europe
(excluding
Switzerland Switzerland
and and
Liechtenstein  Liechtenstein) (01,1 Total
B
Etk (FEREELIR
YXHLE  HZHLE) Hith @t
HK$'000 HK$'000 HK$'000 HK$'000
TRERT T TAT TET
Due from banks JEMERIT A 2,004,999 3,916,879 - 5,921,878
Due from clients JEME P 3E 254,599 552,549 204,368 1,011,516
Financial instruments SRIE - 561,932 765,871 1,327,803
Other assets HingE 76,982 168 403 71,553
Derivative financial instruments fTESRMTA 3,886 272 451 4,609
2,340,466 5,031,800 971,093 8,343,359
Contingent liabilities FREE 66,493 31,962 1,626 100,081
2,406,959 5,063,762 972,719 8,443,440
The above table shows a concentration in due from banks and FREREWRE TR EE
clients as well as financial instruments outside Switzerland and DUANRITREFRERERT A
Liechtenstein. As at 31 December 2018, outside Switzerland and SR -RZE-N\FF+-_A=F+—
Liechtenstein commitments amounted to HK$4,024,209,000 (2017: B It R T B EAINEIE A
HK$6,040,485,000), or 65% (2017: 71%) percent of the total lending 4,024,209,0008 T (=T —+F:
volume. 6,040,485,000757C) ' ShABIEEE
65% (—Z—tF : 71%) °
(v) Credit risk by counterparty of the banking business is as follows: (v) BRIOTEBRZHFEDZEE
R
As at 31 December 2018 R-ZZE—-N\F+=ZA=+—H

Private and

Public institutional

Central sector investment
banks Banks entities clients Other Total

HARHE
PRET BT  DEER  RAEF Rt @t
HKS'000 HKS'000 HKS000 HKS'000 HKS000 HKS'000
TER TER TER TER TER TER

Due from banks FEWERITHR - 3,387,836 - - = 3,387,836
Due from clients ERRPFIR - - - 1,575,438 - 1,575,438
Financial instruments £RBIA - 717,349 7822 316,257 - 1,041,428
Derivative financial instruments fTEERTE - 5,847 - 1,847 - 7,694
Other assets LEE - 16,727 2 35,566 = 52,313

- 4121799 7,802 1,929,108 - 6,064,709

Contingent liabilities KRB E

3,825 = 99,205

103,030
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55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 55. BIEREEEEREX(BE)
(Continued)
55.4 Credit risk (Continued) 554 &R (48)
(v) (Continued) (v) (&)
As at 31 December 2017 RZZE—+F+=A=+—H
Private and
Public institutional
Central secor  investment
banks Banks entities clients
R T #17
HK$'000
THx j
Due from banks el 58 - 5,921,878 - - - 5,921,878
Due from clients BREFTA - - - 1,011,516 - 1,011,516
Financial instruments tRIA - 644,697 362,084 321,022 - 1,327,803
Derivative financial instruments ~~ $TA £ BT A - 2,168 - 2,441 - 4,609
Other assets EthEE - 117 529 75,307 - 77,553
- 6,570,460 362,613 1,410,286 - 8,343,359
Contingent liabilties FRAE - 8,904 - 91,177 - 100,081
The above table shows a concentration of bank counterparties, which FREBRBOXSEFEFTHHA
is managed by a limit system. This process ensures the diversification EREREE - ZBRBRRHE
of the counterparties themselves as well as the counterparty domiciles. FREMBMT DA - AR BB
Financial instruments issued by corporate entities are allocated to the TzemTAFERITLAREE
category “private and institutional investment clients”. KERF] -
(vi) Offsetting (vi) #EH
Financial assets and financial liabilities are offset and the net amount is EEUAERITEMEKHEDER
reported in the consolidated statement of financial position when there SRERFTEIRFEEALELES  IF
is a legally enforceable right to offset the recognised amounts and there REREERESFAER 8B
is an intention to settle on a net basis, or realise the asset and settle the EHemBEMREEN  BFER

liability simultaneously. A M BIRARIIR o
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55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 55. BiEREEBERBEK(B)
(Continued)

55.4 Credit risk (Continued)
(vi) Offsetting (Continued)

55.4 58RI (&)
(vi) 8 (&)

Financial assets subject to offsetting

PR e HEE

Related amounts not offset in the consolidated statement of financial position

YERGRUBRRRTEE AR E

Gross Net amount

amount of of financial
recognised assets
financial presented
liabilities in the
Gross offsetinthe consolidated Financial
amount of statement statement instruments Cash
recognised of financial of financial other than collateral
financial assets position position  cash collateral received Net amount
RuBHRRRE  RGAHE SHIE
BRI EECCER MRERM2IZ  (RefRE Bl
tHEESE CRBEEE <SHEETE BA)  ReERA B
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000
ThT ThL ThT ThL ThL ThT
At 31 December 2018
R-%-NE+ZA=1-H
Type of finanal assets SHEEEY
Trade reccivables from cearing house A EFTEH 2919 (2919 - - - -

Type of financial assets i B
Trade reccivables from dlearing house B EFT R 5,876 4.297) 1579 - - 1579

Financia liabilities subject to offsetting
ATEHZEMaE
Related amounts not offset in the consolidated statement of financial position

BERGRUBRRRTEE AR E

Gross Net amount
amount of of finandial
recognised assets
financial presented
liabilities in the
Gross offsetinthe  consolidated Financial
amount of statement statement instruments Cash
recognised of financial of financial other than collateral
financial assets position position  cash collateral received Net amount
R4 &a
BRRRRT  BEARED SHIA
BB HEzER3 2ilz  (ReERA Bl
THEEAE <CRARAE SREERR B4 REERRm g
HKS000 HKS'000 HKS'000 HKS000 HKS000 HKS000
T T TER TER TER TER
At 31 December 2018
R-2-NE+ZA=1-AR
Type offinancil liabltes tRaEEY
Trade payables to clearing house EfEERES 1,668 (2919) 4,749 - - 4,749

At 31 December 2017

+&+-A=1-H

Type offinancial liablities tRAREY
Trade payables to clearing house EREERED 4297 (4297) - - - -




55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(Continued)
55.4 Credit risk (Continued)
(vi) Offsetting (Continued)
The tables below reconcile the amounts of trade receivables and
trade payables as presented in the consolidated statement of financial
position:

Trade receivables
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55. BIEMEEEEREEK (B)

55.4 58RI (&)
(vi) 8 (&)
TRAERZEVBRAERTZS
JFE LA B 0 B AT BR TR 2 T8

2018
—E-N\F

2017
—E—tF
HK$'000
FHBIT

HK$'000
TR

Net amount of trade receivables from clearing [ U 45 & AT BR ZUF 58

house - 1,579
Trade, loan and interest receivables notin the ~ N7EHL 84 IR BB &0 [E 7 UL BR 7K -

scope of offsetting disclosure JE W 5 3 % P MR B 571,424 504,708
Trade, loan and interest receivables as disclosed #74& BF #5 AR R AT IR EE 2 FE WBR 70 -

in the consolidated statement of financial JEUE R IR FI B

position 571,424 506,287

P& A+ BR K

Trade payables

2018
—Z2—N\F
HK$'000
FET

HK$'000
TAET

Net amount of trade payables to clearing house & < &5 & AT B 5UF 58 4,749 -
Trade payables not in the scope of offsetting ~ T /EIRIEH EEE 2

disclosure JE 1 BR X 319,357 305,798
Trade payables as disclosed in the consolidated 4R & BA#§ ik SR R AT I 55 2

statement of financial position JE 151 BR 5K 324,106 305,798

55.5 Liquidity risk
Liquidity risk related to the risk that the Group will not able to meet its
obligation associated with its financial liabilities. The Group manages its
liquidity needs by carefully monitoring scheduled debt servicing payments
for long-term financial liabilities as well as cash-outflows due in day-to-day
business. Liquidity needs are monitored on a day-to-day basis. Long-term
liquidity needs for a 360-day lookout period are identified monthly.

The Group maintains mainly cash to meet its liquidity requirements for up to
30-day periods. Funding for long-term liquidity needs is additionally secured
by an adequate amount of committed credit facilities.

The following tables show the remaining contractual maturities at the
reporting date of the Group's financial liabilities, which are based on
contractual undiscounted cash flow (including interest payments computed
using contractual rates or, if floating, based on rates current at the reporting
date) and the earliest date the Group can be required to pay. Specially, for
bank borrowings which contain a repayment on demand clause which can be
exercised at the bank’s sole discretion, the analysis shows the cash outflow
based on the earliest period in which the entity can be required to pay, that is
if the lenders were to invoke their unconditional rights to call the loans with
immediate effect.

55.5 REE R
nEEeRBEAERELETESH
BEHEERCRRERE AEEER
ZEHENRHeRaE BT ENRS
FHBEBRSRL  UWEEBERSHE
EK AEESGHERERDESS
Ko HEE360HERE REAHES

AEEFEMNARECENERZ30H
HREZRBESHR - MERAADA
EEBREARAREERERME -

TRETRHEEAEECHEEZH
BEXNEIHE - EUAORBRIRER
E(BRUAHOFRFE 2 FEFA -
HMFEME ERREH ZERIA
R)RAEEABEANRZZFRRS
it - AREME BN ESREREER
{0 A BE 5K R] f SRTT 2RISR 1T
ZIRITHEE - ZoMRBERBAIEAN
Rz &xFHEIRA SR - B IR
RABITEE BRI ER 2 E G2
o
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55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 55. I EMEEEERBK (B)
(Continued)
55.5 Liquidity risk (Continued) 555 REIE AR (B)
As at 31 December 2018 R-E—-N\FE+=-A=+—H
Total
contractual Within
Carrying  undiscounted 1 year or on
amount cash flow demand Over 1 year
BHRE 1£ERE
REE HERELE REX BB1E
HK$'000 HK$'000 HK$'000 HK$'000
THET THET THT THT
Non-derivative financial liabilities FTELRER
Due to banks FEfHSRTHIA 4,181 4,181 2,589 1,592
Due to clients [EREFFIE 12,430,641 12,430,641 12,382,172 48,469
Trade payables FE1TER IR 324,106 324,106 324,106 -
Corporate honds RAlEFH 760,244 776,320 776,320 -
Borrowings fBE 1,047,189 1,065,349 1,065,349 -
Due to a shareholder B — & RE 2 FE 73,000 73,000 73,000 -
Other liabilities HBE 503,694 503,694 503,694 =
15,143,055 15,177,291 15,127,230 50,061
Maximum contractual amount BEANtE
Financial quarantee issued BB NBBER - 60,000 60,000 -
Credit card commitments ERREE = 98,388 98,388 -
Irrecoverable commitments AT [o] A4 - 4,642 4,642 =
= 163,030 163,030 =
As at 31 December 2017 RZ_ZE—+HF+-_A=+—H
Total
contractual Within
Carrying undiscounted 1 year or on
amount demand Over 1 year
1ER
EEE REK BB F
HK$'000 HK$'000 HK$'000
TET ) TEL TEL
Non-derivative financial liabilities FTELRER
Due to banks FEfHSRTHIE 3,042 3,042 - 3,042
Due to clients R E P HIE 14,224,224 14,224,224 14,183,594 40,630
Trade payables FE1TER SR 305,798 305,798 305,798 -
Corporate honds RAlESH 732,978 775,047 26,570 748,477
Borrowings f&E 583,269 597,911 581,089 16,822
Subordinated debt IR ER 95,674 101,574 3,827 97,747
Other liabilities 2B E 559,265 559,265 464,852 94,413
16,504,250 16,566,861 15,565,730 1,001,131
Maximum contractual amount BeENtE
Financial guarantee issued BBENBBER - 60,000 60,000 -
Credit card commitments ERFRE - 72,539 72,539 -
Irrecoverable commitments NE] UG o] AR - 27,542 27,58 -
- 160,081 160,081 -

Liquidity risk also arises when there is mismatch between amounts and nBEeRRITBENEREEREREA
maturity dates of financial assets and financial liabilities. B2 NP BRI mESE -
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55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(Continued)

55.5 Liquidity risk (Continued)

55. BIEMEEEEREEK (B)

555 REIE AR (B)

The Group manages liquidity risk by holding liquid assets (including cash and
deposits, financial instruments and other assets) of appropriate quality and
quantity to ensure that short term funding requirements are covered within
prudent limits.

The following tables indicates the analysis by remaining maturities of the
Group's financial assets and liabilities:

As at 31 December 2018

Repayable
on demand

REREE

HK$'000
TER

AEEEBHEEEEEZRPMEE
(BREENFR  eRIARHME
E)EERPDECRAR  URRELRE
BEE RBEANGEMESTER -

TRIRAGEEZG T HMBEAE SR
BERABEZOMN

R-E-NHE+=ZA=+—H

Within
1 year
15K
HK$'000
TR

More than No maturity
1 year date
BE1E EIHE
HK$'000 HK$'000
TR THET

Total
@t
HK$'000
THERT

Total financial assets CHEAERE 10,030,978 3,425,063 1,721,408 638,587 15,816,036
Total financial liabilities cRBREAE (14,129,767) (989,744) (848,105) - (15967,616)
Financial asset-liability gap SHEAEAERD (4,098,789) 2,435,319 873,303 638,587 (151,580)

As at 31 December 2017

Repayable
on demand
RERER

HK$'000
TET

RZ_E—+F+=-_A=+—H

Within
1 year
(k3
HK$'000
THET

[ IERUEN No maturity
1 year date
BiEF EZHA
HK$'000 HK$'000
TET THT

Total financial assets PREELE 10,287,408 5,707,190 1,206,645 309,621 17,510,864
Total financial liabilities PHEELE (15,297,804) (479,670) (808,297) - (16,585,771)
Financial asset-liability gap THEEBERD (5,010,396) 5,227,520 398,348 309,621 925,093

As the financial instruments such as trading portfolio investments and
available-for-sale investments may be sold before maturity or due to banks
and clients may mature without being withdrawn, the contractual maturity
dates do not represent expected dates of future cash flows.

The below table summarises the maturity analysis of borrowings with a
repayment on demand clause based on agreed scheduled repayments set out
in the loan agreements. The amounts included interest payments computed
using contractual rates. As a result, these amounts were greater than the
amount disclosed in the “Within one year and on demand” time band in the
maturity analysis above. Taking into account the Group's financial positions,
the directors do not consider that it is probable that the banks will exercise
their discretion to demand immediate repayment. The directors believe that
such borrowings will be repaid in accordance with the scheduled repayment
dates set out in the loan agreements.

RHREE TANKZAGIE KA
ERE A RN B BB B B IRTT I
BEPRIBEARETRERZERTE
H ANFMBYFRERRKERSRE
ZIEETHE -

TRBURRIBE R Z P ERUE R
PR ERERGRZEE ZRIHA
DN - AHSBRBREAGHONERFEZ
MBFIE - Ft - ZFSBAR LXE
HIR DM 2 [—F ARz B K E#
BB S/ - BEEARER I
g BEERRRITB A ERBITE
HEBSREIREN 2R - EEREERE
EERBRBEE R R E s e &R A E

-
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55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 55. MEMEREERBK(E)
(Continued)
55.5 Liquidity risk (Continued) 55.5 REVE LR (B)
Total
contractual Within Over 1 year
Carrying  undiscounted 1 year or but within Over
amount cash flow on demand 2 years 2 years
BHRRER 1¥h%  EB15E
BEE RERELH REXR R2ER BB
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T BT THT THx THET
As at 31 December 2018 R=Z-N\F
+=ZA=+—-H 862,821 895,772 895,772 - -
As at 31 December 2017 RZE—tF
+-A=+—H 428,583 439,386 439,386 - -
55.6 Fair value risk 55.6 N F{EE R
The fair value of the Group’s current financial assets and liabilities are not ARAEERESHEERBERIRK
materially different from their carrying amounts because of the immediate REHAEIE - HE AT EMEREEL
or short-term maturity. The fair values of non-current financial assets and EEARERE mNIERBSREENRE
liabilities were not disclosed because the carrying values were not materially BZEEEEATEIESEAEZE W
different from their fair values. THEENFE-
55.7 Equity price risk 55.7 IR A{E & B B
Equity price risk related to the risk that the fair values or future cash flows R A B ERESR T A Y AV ESE
of a financial instrument will fluctuate because of change in market price KRS AERATEESmMEE (FIXE &
(other than changes in interest rate and foreign exchange rate). The Group SNEFE REFNRIN) 2 AR EE - KNE
is exposed to equity price changes arising from equity investments classified E/EARERANDEARHHEERE 1k
as trading portfolio investments, financial assets at fair value through other N EAFAHEMBEERRAZEREER
comprehensive income and available-for-sale financial assets at fair value. BAFEIEZAHEESREE 2K
RREZRARBRESRR
Decisions to buy or sell trading portfolio investments are based on daily BERXSHAKRERTIZTHERER
monitoring of the performance of individual securities and other industry FAET7RIBREMITEREZURRNER
indicators, as well as the Group’s liquidity needs. Financial assets at fair ZHRHESEEELY - AT ESTAH
value through other comprehensive income and available-for-sale financial HEEmWAZ S/ EEREATEY R
assets at fair value are based on their longer term growth potential and are o ESREENRESBRZIEE
monitored regularly for performance against expectations. EBNAEEE  UFHERKRERRES
FaTEE -
The following table indicates the approximate change in the Group's TREARDEASTGHEAKREZ FTK
profit after income tax and consolidated equity in response to reasonably BERE - EAFEFAHEMEEWAZ
possible changes in the share prices of the listed investments classified as EREERAEENREBMITEEE
trading portfolio investments, financial assets at fair value through other KEB ZIRAFEVEZ JHEES R
comprehensive income and available-for-sale financial assets at fair value to BEZAEAED HAEE ZRAT
which the Group has significant exposure at the reporting date. The analysis BB RN RGEAER &g - —

is performed on the same basis for 2017. Tt F 2o MEEREERH -
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55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES 55. BiEREEBERBEK(B)
(Continued)
55.7 Equity price risk (Continued) 55.7 RAEE AR (&)

comprehensive
Effect on Effect on fair Effect on income and
profit after value through profit after to the

tax and other tax and investment
retained  comprehensive retained revaluation
profits income reserve profits reserve
HER&ER HEOPETA 3 HH fth?
REEEN Ht2EWA RiRE Rix :
REexE Z

HK$'000 HK$'000 HK$'000 HK$'000
TER TEx TET TAT
Trading portfolio investments: REBERE:
Increase in share prices of the listed investments - 1% 2 B2 & £ F+30%
by 30% (2017: 30%) (Z2—+F 1 30%) 23,466 = 190,896 -
Decrease in share prices of the listed investments _F T4 2 B (B T 2£30%
by 30% (2017: 30%) (ZF—+%F :30%) (23,466) - (190,896) -
Financial assets at fair value through other A FET AR ZE
comprehensive income: BWAZEREE:
Increase in share price of the listed investment 124 2 iR & £ F+30%
by 30% - 188,160 - -
Decrease in share price of the listed investment - T14% & 2 fR (& T % 30%
by 30% - (188,160) - -
Available-for-sale financial assets at fair R AFEFIEZ THREE
value: tREE:
Increase in share price of the listed investment 124 2 iR & £ F+30%
by 30% = = - 144,704
Decrease in share price of the listed investment 7182 2 JR (& T % 30%
by 30% - - - (144,704)
55.8 Operational risks 55.8 & EE b
Operational risk is the risk of losses due to faulty internal processes, ZERBIBANTESZ 2AERE 12
procedures and systems, inappropriate behaviour by employees, or external FREE BITRTESINDTEM
influences. The definition includes all legal risks as well as reputational risks. EREXRZER BEEEGEMEEE
However, it excludes strategic risks. The ongoing monitoring of operational B DA 2 B By - oA T LT B B
risk is, whenever possible, embedded in the operational processes. Rk - GEFIT SEBREFHERHE
Separation of functions and a dual control principle are crucial elements in EREERERE - Bige o R MEEES| R
monitoring. The directors oversee the management of operational risk based A2 ERMmeE s MEEx ERHE
on standardised reporting and ad hoc information. RS TR B & R B 2 2 E R
B o
Capital management EAXEE
The Group's capital management objectives are: REBZERERBRR
(i)  Tosafeguard the Group’s ability to continue as a going concern, so that () MRASEEHFELE NEE
it continues to provide returns and benefits for stakeholders; RFHOERMAE R R
(i) To support the Group's stability and growth; and (i) TRHAEEBTER: R
(i) To provide capital for the purpose of potential mergers and (i) RBEEFRKIEREES -

acquisitions.



342

Citychamp Watch & Jewellery Group Limited

55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(Continued)

55.8 Operational risks (Continued)

Capital management (Continued)

The Group sets the amount of equity capital in proportion to its overall
financing structure. The Group manages the capital structure and makes
adjustments to it in the light of changes in economic conditions and the risk
characteristics of the underlying assets. To maintain or adjust the capital
structure, the Group may adjust the amount dividends paid to shareholders,
return capital to shareholders, issue new shares, or sell assets to reduce
debts.

The capital-to-overall financing ratio at reporting date was as follows:

BRERRE B AR A

55. BIEMEEEEREEK (B)

55.8 &ER R (&)
BAEHE (&)
AEERBEBEGBEBZLHIET
BAES AEEEBEARLER TR
JEASEAR R B N B R A 2 LR R
TEH AR - AfIFABREARLERE K
EBESEARMBRRI N ZBRESEE -
MEREDES  BETTROIHEE
ERE o

R|ER - EXMEEEBRELRWT

2018 2017
—B-N\F Z—T—+F
HK$'000 HK$'000
TR FHETT
Capital =N

Total equity T o 4250 4,809,491 5,148,126

Overall financing BERE
Borrowings BE 1,047,189 583,269
Due to a shareholder FER — B AR 2 5KIE 73,000 -
Corporate bonds NAEfESR 760,244 732,978
Subordinated debt RBAETE = 95,674
1,880,433 1,411,921
Capital-to-overall financing ratio BRI EER A & 2.56 3.65

Capital adequacy of Bendura Group SHEEEXTE

Starting February 1, 2015, the calculation of regulatory capital incorporates
the capital requirements following the Capital Requirements Regulation
(EU) No. 575/2013 (Capital Requirements Regulation — CRR) and the Capital
Requirements Directive No. 2013/36/EU (CRD 4) as implemented into
Liechtenstein law. The minimum capital requirement is 8% of risk weighted
assets which consists at least of 4.5% common equity tier 1 (CET 1) capital,
1.5% additional tier 1 capital and 2% tier 2 capital. In addition, the Bendura
Group has to fulfill 2.5% buffer requirements (capital conservation buffer).
The buffer requirement must be fulfilled with CET 1 capital.

Capital ratios measure capital adequacy by comparing the Bendura Group's
eligible capital with balance sheet assets, off-balance sheet commitments
and market positions at weighted amounts to reflect their relative risk.
Assets are weighted according to broad categories of notional risk, first being
multiplied by a conversion factor and then being assigned a risk weighting
according to the amount of capital deemed to be necessary for them. Off-
balance sheet commitments and default risk positions are also multiplied and
risk-weighted. Market risk is calculated with the standard approach.

All results are based on the full application of the final CRR and CRD
4 framework in the European Union and thus without consideration of
applicable transitional rules. The Bendura Group has complied with all
externally imposed capital requirements as at 31 December 2018 and 2017.

BE-Z—R&E_-A—H# BEINIH
TEFEMABAREICER (BEE) (&
RBEIE —CRR) 5752013 5% [ B 7K
¥ #8555 2013/36/EUSE (CRD 4) © B5 &
BARZTEBEERER -HFEEAE
KERBIEEEZ 8% HAE DR
45% %L —REXR (ZL—HREXR) -
1.5%FEIN—RERN 2% —FEZ < )t
AN B B B W R 2.5% 2 B B Bk
(BARREEEE) - BEERNBUAZL
— B ARERK ©

BARREUNBARLLERGE - TERK
BEE s ARERAEEERBRSP
BE BEAGBRRINKERRNEDHE
AE WS RA LR ARBREEER
@ BERBABERZRRIMNE - L
FA—EBBAZR  BREFGESEHE
BEZESHBEOENERR - BEER
ERINVESE FE KRB ARR R & 1 3k
LA B ANFE R - T 15 AR AR 2
JIERTH °

PREAEREN 2 & T B &K AR CRR
K CRD 4HEZR M 1S Hi - B R E BiE A
BERE - SHEER T N\FR_
T—tFt+-_A=+—HEZEETI
MM EARER -



55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(Continued)
55.9 Fair value measurements recognised in the consolidated statement of
financial position
The fair values of the Group's financial assets and financial liabilities are
determined as follows:

e the fair values of listed equity investments, precious metal, debt
instruments and investment fund units classified under due from banks,
trading portfolio investments, financial asset at fair value through other
comprehensive income and due to clients are determined by reference
to their quoted market prices at the reporting date in active markets
and have been translated using the spot foreign currency rates at the
end of the reporting periods where appropriate.

e the fair value of certain equity investments under financial assets at fair
value through other comprehensive income is determined based on the
fair value of their underlying net assets.

e the fair values of unlisted debt instruments and investment fund units
classified under trading portfolio investments have been determined
using significant inputs, which are market observable, directly or
indirectly.

e the fair value of convertible bond investment classified as level 3
financial assets, is determined by the directors of the Company with
reference to the valuation performed by Asset Appraisal Limited,
an independent professionally qualified valuer, by using valuation
techniques such as Binomial Option Pricing Model. These valuation
techniques maximise the use of observable market data where it is
available for all significant inputs and rely as little as possible on entity
specific estimates.

e the fair values of derivative financial assets and liabilities are marked
to market using the foreign exchange forward rates ruling at the end of
each reporting periods.

e the fair value of unlisted investment in insurance policy is determined
based on amount value as stated in cash surrender value statement
issued by insurer.

e the fair value of unlisted financial product investments is determined
based on the latest transaction price.

e the fair values of derivative financial assets and liabilities classified
as level 2 financial assets, are marked to market using the foreign
exchange forward rates ruling at the end of each reporting periods.
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55. BIEMEEEEREEK (B)
559 REGEUMBEMRARER 2 LA FEHNE

rAEETHEENERBBEZATER
A TERETE

o DEERYERITIVA -XHAAW
B BAFEARMBERRAZ
EREENENEPREZ LT
BAKE BB EETARK
BESBNZATERZEAR
BEARERMB LZ2EATE
BT WERRS IR BHER
BmE (ER) -

o RAVEFAEMEZERAZE
MEEZHETRARE 2 AFE
REMEEFRECAVEEE -

s NHREXRFHEEREZIFLME
BITARSREESEN 2 AFE
TEZRXEEERTSZABRREZ
ERBAREETE -

s NHREF=-REMEEZAMRE
FREZAFEDBRBERARE
ER2EBIUEXLERMGEM
hEEEENEREERARE
A ET (AP EER
AERZAEERE - ZFHEN
EERAREWF B A B ER
BARBZBEAEMHEE I
BAIRE KRS E B R MAET ©

e ETRMEERBEZIAFET
DA MR 7 5 B R 8 A= B I R 9%
MEHE °

o REMREREZRFETIER
BRARHARSRREMTZE
BMMETE

o FLMETMEMNEZAFER

BRIIRX5HEERE

o NERE_LEMEBEEITEDH
BERBEZAFETARER
EHMRERRBERZHEE -
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55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(Continued)
55.9 Fair value measurements recognised in the consolidated statement of
financial position (Continued)
HKFRS 13 introduced a three-level hierarchy for fair value measurement
disclosures and additional disclosures about the relative reliability of fair
value measurements.

55. BIEMEEEEREEK (B)

55.9 RS BRRRERZ QA TFEFNE
(&)
BB REENFE 3R FEF
ERENFRAATFEAE2HE A FEGE
ZRINEBESIA=ZERFERBR -

TREELRTBBERBEANGTESH
BERTBABZAFEZENB AR
BZREAEEDA=EER 1 FE

The hierarchy groups financial assets and financial liabilities into three levels
based on the relative reliability of significant inputs used in measuring the fair
value of these financial assets and financial liabilities. The fair value hierarchy

has the following levels: BEUNTER :
—  level 1:  unadjusted quoted prices in active markets for identical - B—%: HEABEEHEGNE
assets or liabilities; PR 5 2 B (R T
)
—  Llevel2:  observable direct and indirect inputs other than quoted - BZH: EHELHETEEZ
prices included within Level 1; and BABE(TEEE—
BwE) &
—  level3:  unobservable inputs are inputs for which market data are - B=H: BFEEEZBARAE
not available. THNE T 35 BUR 2 B
AHE -

The financial assets and financial liabilities measured at fair value in the
consolidated statement of financial position are grouped into the fair value
hierarchy as follows:

GABBRREIATEN B WA
ERGMEES AL TATEEE -

Level 1 Level 2 Level 3 Total
£/ EAR F=M et
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FHET FHET
2018 —E-N\F
Assets BE
Due from bank — precious metal ~ FEWERITHIBE-EEE - 74,301 - 74,301
Trading portfolio investments RPEEKE 80,329 43,277 - 123,606
Derivative financial assets TESMEE - 7,694 — 7,694
Financial assets at fair value BAVEFAEMEZE
through other comprehensive WA EBEE
income 621,489 5,711 - 627,200
701,818 130,983 — 832,801
Liabilities =L
Derivative financial liabilities TESmAas - 20,866 — 20,866
- 20,866 - 20,866
2017 —E—+F
Assets BE
Due from bank — precious metal ~ FEWERITHRIBE-EE£ 8 - 45,976 - 45,976
Trading portfolio investments RPEEEE 633,091 7,940 - 641,031
Derivative financial assets TESmMEE - 4,609 71 4,680
Available-for-sale financial assets &2 /A F{E5I8E 7 7] i B &
at fair value TREE 403,447 19,073 59,825 482,345
1,036,538 77,598 59,896 1,174,032
Liabilities afE
Derivative financial liabilities MEEMAR - 35,656 - 35,656
- 35,656 - 35,656




55. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

(Continued)

55.9 Fair value measurements recognised in the consolidated statement of
financial position (Continued)
There have been no significant transfers between Levels 1 and 2 in the
reporting period.

The level in the fair value hierarchy within which the financial assets and
financial liabilities are categorised in its entirety is based on the lowest level
of input that is significant to the fair value measurement.

The methods and valuation techniques used for the purpose of measuring fair
value are unchanged compared to the previous reporting periods.

The fair value of financial product investments classified as available-
for-sales investments is Level 3 recurring fair value measurement. A
reconciliation of the opening and closing fair value balances are provided as
below.
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MEEREEBBRREE(E)

559 REGEHBRARERZAFENE
(%)
RREHA
R -

TREENRCHBBEEBMBEAZAY
BERER - DERH A FEFEBE
RAZBEERBABERD -

F—RRFE_LEATE

SH8 AT B IE R R RN
BRI R -

DRAFHHEREZSREMRKER
FEREF-MKEERFENE - F1)
RERRNFEEHRZERETIMT -

2018 2017
—E-N\F z

HK$'000 HK$'000
Fi Fis

Opening balance (Level 3 recurring fair value)

FEER (E=ZREEERNTFE) 59,825

= 59,825

Acquisition e
Reclassification upon the adoption of HKFRS 9 ERANE 8 B 75 R 5 M RSB 9 SR B

o (59,825) -
Closing balance (Level 3 recurring fair value) FRER(FE=HEEERFE) - 59,825

The key inputs to determine the fair value of financial product investments
are the latest transaction price on the same product. A higher in latest
transaction price would result in an increase in the fair value of financial
product investments, and vice versa.

ErTeREMMRERAFEZIEBAR
BERHERER KON HER - &
HIZSERENEERSHRERKRE L
NFEEI - RZTRA -
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56. STATEMENT OF FINANCIAL POSITION 56. BiIEAR R R
2018 2017
—E-\F —T %
HK$'000 HK$'000
FET FAETT
ASSETS AND LIABILITIES EEREE
Non-current assets FIRBEE
Property, plant and equipment M - WE L&A 3,171 4,930
Interests in subsidiaries TR BB AR 2 #Exm 1,503,248 828,882
Financial asset at fair value through other BAFEFAREBEAKAZ
comprehensive income SREE 426,115 -
1,932,534 833,812
Current assets REEE
Other assets HEth&EE 61,032 68,435
Trading portfolio investments RHEEKE 61,865 473,717
Cash and deposits B& M EFER 12,730 192,427
135,627 734,579
Current liabilities REEE
Other liabilities BEMAaR 21,150 19,668
Borrowings 3 738,299 334,204
Due to a shareholder e — R R 2 IE 73,000 -
832,449 353,872
Net current (liabilities)/assets RE(AE) EEFE (696,822) 380,707
Total assets less current liabilities BEERRBAE 1,235,712 1,214,519
Net assets EEFE 1,235,712 1,214,519
EQUITY Ea
Share capital [N 44 435,190 435,032
Reserves (i 45 800,522 779,487
Total equity B 1,235,712 1,214,519
The statements of financial position of the Company was approved and authorised RABBERAREN —_E—NF=A=+N1
for issue by the board of directors of the Company on 29 March 2019 and are BERAAFESSHEREENZ - WH
signed on its behalf by: TEERERESF
Hon Kwok Lung Shang Jianguang
BEE EMEX
Director Director

Ex Ex
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57. INFORMATION ABOUT PRINCIPAL SUBSIDIARIES 57. FEMBARESR
Particulars of the principal subsidiaries, each of which is a limited liability company, RZZE-NF+_A=+—H FEMER
at 31 December 2018 are as follows: RI(ARBRAR) ZFHBWT
Particulars of Effective percentage
Place of incorporation/ issued/paid-up of equity interest held Principal activities and
registration capital by the Company principal place of business
, BRf /42 RAAREREL
EMEAL/ RS RawE EREAH IEXBRIEEXUY
2018
ZE-0\E
Directly held:
BRHE
Qingapen Limited Hong Kong HKS2 100% 100%  Property investment, PRC
BERABRAA B 17 RPERENZ
China Haidian Commercial Network Services Limited Hong Kong HKS2 100% 100%  Property investment, PRC
hEEREXBERBERAA BE 1% RPERENE
Haidian-Creation International Limited British Virgin slands ("BVI") Uss1 100% 100%  Investment holding, Hong Kong
RERAES 1%7 REBREER
(#BRaEE])
Sure Best Management Limited Hong Kong HK$t 100% 100%  Investment holding, Hong Kong
BREEARAT B 1T REBREER
Jia Cheng Investment Limited BVI Usst 100% 100%  Investment holding, Hong Kong
ERREARAA ZERNHE 1% REBRERR
Citychamp Watch and Jewellery SwissCo AG Switzerland CHF100,000 100% 100%  lssuance of bonds, Switzerland
it 10,0003 1758 WL EITER
Bendura Bank AG Liechtenstein (CHF20,000,000 85.07% 84.86%  Assets management, accepting client

deposits, making investment and
granting loans, Liechtenstein

BRTRHARLRA jI%51E 20,000,005 L0 RIXATBEREE BREF
R RERBAER

Shun Heng Finance Holding (Hong Kong) Limited Hong Kong HK$50,000,000 60% 60%  Investment holding, Hong Kong

EFERER(FE)BRAF 30 50,000,0007 72 REBRERR

Indirectly held:

FIEHE

EBOHR Luxuries International Co,, Limited (note a) PRC HK$116,000,000 100% 100%  Manufacture and distribution of watches

and timepieces, PRC

frsa (R ARAR (i) hE 116,000,000/ 72 RPERERD BEEREHER

Shenzhen EBOHR Luxuries Online E-commerce Company PRC RMB1,000,000 100% 100%  Distribution of watches and timepieces,
Limited (note b) PRC

AT EEEREEEFABARAA Gl AR 1,000,000 7T RAE R HER RS Em
(BzED)

Actor Investments Limited Hong Kong HK$10,000 100% 100%  Investment holding, Hong Kong

LERERRAT B 100007 7T RERREER
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57. INFORMATION ABOUT PRINCIPAL SUBSIDIARIES (Continued) 57. TEMBARIER (B)

Place of incorporation/

registration

AR/ E bR

Particulars of
issued/paid-up
capital
BET/HR
R

Effective percentage
of equity interest held
by the Company
ARAfRREL
EREol

2018

2017

Principal activities and
principal place of business

IEXBRIEERUY

Indirectly held: (Continued)
EiEE: (8)

—%-0\%

ZFtF

Zhuhai Rossini Watch Industry Limited (note d) PRC RMB180,000,000 91% 91%  Manufacture and distribution of watches
and timepieces, PRC
KAERRKEARLA (Hid) el AR 180,000,000 RAERERA HEERRHER
PAMA Precision Manufacturing Limited (note b) PRC RMB10,000,000 100% 100%  Manufacture and distribution of watches
and timepieces, PRC
ATEBEREEFRAR (Hzh) Gl A 10,000,000 RAEZER D HEERRER
Shenzhen Permanence Commerce Co, Limited PRC RMB23,000,000 91% 91%  Distribution of watches and timepieces,
(note b) PRC
RImEEERESER A (b) i AR 23,000,007 RRENEERRBTER
Zhuhai Rossini Glasses Industry Limited (note b) PRC RMB1,000,000 91% 91%  Distribution of glasses, PRC
KBERRBEARAF (Hh) e ABRE1,000,000 7T RAE R HRS
Sino Swiss Clock & Watch Technology Limited PRC RMBS,000,000 63.7% 63.7%  Provision of services in watch
(note b) maintenance and repairment and
technical advisory, PRC
s (B8) BB TE R LA (3ib) HE AR H5,000000 T R EREEFEERRITEAR
%
Fterna AG Uhrenfabrik Switzerland (CHF6,000,000 100% 100%  Manufacture and distribution of watches
and timepieces, Switzerland
Wt 6,000,00037 T £0 Wt RERD HEFREHER
Eterna Uhren GmbH, Kronberg Germany EUR205,000 100% 100%  Distribution of watches and timepieces,
Germany
Z8 205,000 REES BERRFHER
Eterna Movement AG Switzerland CHF1,000,000 100% 100%  Manufacture and distribution of watches
and timepieces, Switzerland
T 1,000,003 £ A58 AT RER D EEEREHER
Guangdong Juxin Watch Co,, Limited (note d) PRC RMB15,000,000 51% 51%  Distribution of watches and timepieces,
PRC
BRECEFEEABAE (M) i AR 15,000,007 RRENEERRBTER
Liaoning Hengjia Horologe Co, Limited (note d) PRC RMB25,500,000 51% 51%  Distribution of watches and timepieces,
PRC
REBRERARLA () RE AR 25,500,000 REES HERREIER
Guangzhou Five Goat Watch Co., Limited (note b) PRC RMB100,000,000 18.1% 74.1%  Manufacture and distribution of watches
and timepieces, PRC
BNREREARAR (Hzh) e AR E100000,0007T RAERER D HEERRHER



57. INFORMATION ABOUT PRINCIPAL SUBSIDIARIES (Continued)

Place of incorporation/
registration

AR/ E bR

Particulars of
issued/paid-up
capital
BET/HR
R
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57. TEMBATER (&)

Effective percentage
of equity interest held
by the Company
ARAfRREL
EREol

2018

2017

Principal activities and
principal place of business

IERBRIRERNY

Indirectly held: (Continued)

EiEE: (8)

Eterna (Asia) Limited

BFEE(TN) BRAA

Centenaire Trading (Shanghai) Co., Ltd (note a)
BARKES (LB)BRAF (HiTa)

Etera (Beijing) International Trading Co,, Ltd
(note b)
BE2 (LR EREABRAR (i)

Jilin Dayou Watch Limited (note d)

B ABEEARAH (Hid)

Montres Corum Sarl

Montres Corum (UK) Ltd.

Corum Italia SRL

Montres Corum Europe SA

Senvicio de Importacion SA

Corum Deutschland GmbH

Corum (Hong Kong) Limited

Hong Kong
B
PRC

GilE?

PRC

Gl

PRC

GilE?
Switzerland
T
United Kingdom

RE

Switzerland
It
Spain
i3y
Germany
BE
Hong Kong

B

HK$5,000,000
5,000000% 7T
RMB4,550,000
AR 455000070
RMB1,000,000
ARH1,0000007T
RMB15,000,000
ABREE15,000,0007C
CHF3,000,000
3,000,00037 T EP
(GBP3,383 424
3383424 45
EUR10,400
10400E0 T
CHF100,000
100,00035 %58
EUR739,000
7390008
EUR200,000
200,008
HK$1,000

10007

—%-0\%

10%

10%

10%

51%

100%

100%

100%

100%

100%

100%

100%

—F-tF

10%

70%

70%

51%

100%

100%

100%

100%

100%

100%

100%

Distribution of watches and timepieces,
Hong Kong
REBD BERLRHER

Distribution of watches and timepieces,
PRC
KRB HERRRTER

Distribution of watches and timepieces,
PRC
RPED BERRE T Em

Distribution of watches and timepieces,
PRC
RAED EERRRHER

Manufacture, and distribution of watches
and timepieces, Switzerland
PR TRER D HEL R ER

Distribution of watches and timepieces,
United Kingdom
REFD BERRE T Em

Distribution of watches and timepieces,

Italy
REANAHERRETER

Distribution of watches and timepieces,
Switzerland

RELDHERRBTER

Distribution of watches and timepieces,
Spain
RERT D HEERKHER

Distribution of watches and timepieces,

Germany
RERS BERRRTER

Distribution of watches and timepieces,
Hong Kong
REBDHES LB ED
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INFORMATION ABOUT PRINCIPAL SUBSIDIARIES (Continued)

Place of incorporation/

registration

AR/ E bR

Particulars of
issued/paid-up
capital
BET/HR
R

57. TEMBATER (&)

Effective percentage
of equity interest held
by the Company
ARAfRREL
EREol
2018 2017

Principal activities and
principal place of business

IERBRIRERNY

Indirectly held: (Continued)
FERE: (8)
The Dreyfuss Group Limited

Rotary Overseas Limited

Artemis Watch Company Limited

Rotary Watches LLC

Dreyfuss & Co SA

Fabrique de Moritres Rotary S.A

Bendura Fund Management Alpha AG

Bendura Fund Management Beta AG

United Kingdom

+

#

=

United Kingdom

4+

A

United Kingdom

+

%

B=f

United States of America
e

Switzerland

It

Switzerland

Wt

Liechtenstein

bE s

Liechtenstein

e s

(GBP 221,541
IEIES

GBP 1,000,000
1,000,000 % 5
GBP 100

10045

UsD 10

0%7T

CHF 100,000
10000035 /%58
CHF 1,000,000
1,000,003 %5

(CHF1,500,000

1,500,000 £ %50

(CHF1,500,000

1,500,0003% £ &0

“g-\F  —I4%

100% 100%

100% 100%

100% 100%

100% 100%

100% 100%

100% 100%

85.07% 84.66%

85.07% -

Distribution of watches and timepieces,
United Kingdom
REED BERRHHER

Distribution of watches and timepieces,
United Kingdom
REEHEF LB ER

Distribution of watches and timepieces,
United Kingdom
REED BERRE T Em

Distribution of watches and timepieces,
United States of America

REEDBBERRBER

Manufacturing of watches and
timepieces, Switzerland

Rt b EE LR ER

Manufacturing and distribution of
watches and timepieces, Switzerland

Nt RERD HEKRETER

Providing investment counselling, acting
as technical administrator of fund
units, acting as a fund management
company and acting as an alternative
investment fund manager,
Liechtenstein

%i@iZ&ﬁ%E LT%
SERNANELCREREES
St

Providing investment counselling, acting
as technical administrator of fund
units, acting as a fund management
company and acting as an alternative
investment fund manager,
Liechtenstein

WA BT BRARERN £
ESEMZBINERE EAX

ERNFAREASERERS
e
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57. INFORMATION ABOUT PRINCIPAL SUBSIDIARIES (Continued) 57. TEMBATIER (B)

Particulars of Effective percentage
Place of incorporation/ issued/paid-up of equity interest held Principal activities and
registration capital by the Company principal place of business

BRT/ 4R ARAMEREL

BRAL/ ALY BARH LT TERBREBEELY
2018 2017
“g-\F  —I4%

Indirectly held: (Continued)
EiEE: (8)

VFM Mutual Fund AG Liechtenstein CHF 500,000 85.07% 84.66%  Managing a particular fund as general
partner Liechtenstein
5 - 500,005 4% 58 RAXHLBIER—RABAER
—RHRES
HIB Investment Ltd BVI USD50,000 85.07% 84.66%  Managing the benchmark portfolio of
Bendura Bank AG, Liechtenstein
ARRLES 50000%7T RIZH LB EREHRITRA

BRARIZEEREAA

LFM ALPHA SOLUTIONS AGmvk Liechtenstein CHF50,000 85.07% 84.86%  Provision of asset investment and
management services for qualified
investors, Liechtenstein

EE 50,0005 458 RAXHLEMAERREERE
BERERERRE
Hong Kong Metasequoia Capital Management Limited Hong Kong HK$800,000 60% 60% Provision of asset management services,
Hong Kong
BRKVEEERRARAR B 8000008 7T REBREEEEERS
Shun Heng Securities Limited Hong Kong HK$26,380,000 60% 60%  Dealing and advising in securities, Hong
Kong
EFEFERAT B 26380000 7T REBEAES LS REARH
Metasequoria Investment Fund SPC - Global Opportunities  Cayman Islands 5$10,000,000 44.98% 44.98%  Investment fund, Cayman Islands
Fund SP
REES 10,000,000 RRERE REED
Ernest Borel Holdings Limited Cayman Island HK$3,474,000 82.5% - Investment holding
FRRERARAT REES 34740007 REER
Boillat Les Bois S.A. Switzerland CHF100,000 82.5% - Development, manufacturing and
marketing of watches
It 100,000 /%5 A% HEREEER
Ernest Borel S.A. Switzerland CHF100,000 82.5% - Manufacturing and trading of watches
Wt 100,000% 158 REREEER
Ernest Borel (Far East) Company Limited Hong Kong HK$20,000 82.5% - Assembling and sales of watches
Kk% (ER) ARAR Bi 2000077 RERBEER
Ernest Borel (Guangzhou) Trading Co, Ltd PRC RMB20,000,000 82.5% - Distribution and sales of watches
sk (RM) B HERLE hE AR 20000,0007T PHRHEER
Ernest Borel (Hong Kong) Limited Hong Kong HK$1,000 82.5% - Investment holding

Rk (&E) BROA B 1,000/ 7T RERRK
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57. INFORMATION ABOUT PRINCIPAL SUBSIDIARIES (Continued) 57. TEMEBATIER (B)

Particulars of Effective percentage
Place of incorporation/ issued/paid-up of equity interest held Principal activities and
registration capital by the Company principal place of business

BRT/ 4R ARAMEREL

BRAL/ ALY BARH LT TERBREBEELY
2018 2017
“g-\F  —I4%

Indirectly held: (Continued)
EiEE: (8)

Emest Borel Investment Limited British Virgin Islands USD100 holding 82.5% - Investment
(the "BVI")
KERRERRAT EERNHS 1005 TR RE
([HBRx#ES])
Swissmount Holdings Limited BVI holding UsD100 82.5% - Investment
EBRRESER 10057 #3
Swissmount Global Company Limited Hong Kong HK$1,000 82.5% - Inactive
w7 ERRARAT B3 1,000 7 BXH
Innovative Natural Resources Trading Company Limited Hong Kong HK$t 82.5% - Inactive
(Formerly known as Mega Success Pacific Limited) ( £137
KREZARLE)
ENERE SAERAA (AREIRATS B3 BT X%
BRAR)
The above table lists the subsidiaries of the Company which, in the opinion of the FRIVNESREBIEXERSBEARFE 2
directors, principally affected the results for the year or formed a substantial portion XESIENAEBEEFHEHERNDBD 2AR
of the net assets of the Group. To give details of other subsidiaries would, in the B AT - EERAE  HIEMIB AR
opinion of the directors, results in particulars of excessive length. Z2ERBeSERERBRITE -
None of the subsidiaries had issued any debt securities at the end of the year. BEMBRATRERFTENEBES -
Notes: ff3E -
(@)  These subsidiaries are registered as wholly foreign owned enterprises under the law of (@ ZEMBARREBTREEAEETRINGEE
PRC. i
(b)  These subsidiaries are registered as limited liability companies under the law of PRC. ) ZEMBRARRBEFENEEELR/RERR
ET °
() This subsidiary is registered as foreign joint venture under the law of PRC. (0 ZMBLARBRBZEELZ/AINEEEDR
.,
(d)  These subsidiaries are registered as sino-foreign joint ventures under the law of PRC. ) ZEMBARRBREEEETRFINGE
-
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57. INFORMATION ABOUT PRINCIPAL SUBSIDIARIES (Continued) 57. TEMEBATIER (B)

Set out below are the summarised financial information for the subsidiaries
that had non-controlling interests which is material to the Group, before any

TXEIPMEFIE HAT A S ASET = B
BRZIFERER 2 EMB R RS EER S

elimination. = -
Ernest Borel Zhuhai Rossini Watch
Group Bendura Bank AG Industry Limited
fkEEEE ERRTRAERAR KEBRERREGRAR
2018 2018 2018 2017
~E-)\f “B-\f “E-N\§ ZEtF
HK$'000 HKS$'000 HKS'000 HKS'000 HK$'000
TER TER AT TE7n TATL
Summarised statement of financial position ~ BIERARME
As at 31 December Rt=B=t-R
Effective non-controlling interests percentage ~ ERFEREZF AL 17.5% 14.93% 15.14% 9% 9%
Current ik )
Assets 8E 469,285 13,523,012 15,323,116 835,871 952,368
Liabilties B (266,399) (12,662,307) (14574,258) (323,596) (124,804)
Total net current assets RYEELRE 202,886 860,705 748,858 512,275 827,584
Non-current k)|
Assets 8E 102,771 - - 384,133 man
Liablities 8 (34,410) - - - -
Total net non-current assets FRBEELAFE 68,361 - - 384,133 M
Net assets EEFE 271,241 860,705 748,858 896,408 1,150,506
Accumulated non-controlling interests S A ERER 47,468 139,151 13377 80,677 103,546
Summarised statement of comprehensive 2ERARBE
income
For the year ended 31 December BEt-A=t-HLEE
Revenue i 42,826 480,364 372,835 1,066,289 1,011,518
(Loss)profit before income tax REEH A (BR) /&F (31,830) 210,151 144,837 351,241 324,546
Other comprehensive income A 2EHA 3,836 8,385 20,193 - -
Total comprehensive income LN (27,994) 190,506 146,249 185,677 275,493
(Loss)/profit allocated to non-controlling PTREFEREEL
interests (F8) /A (4,899) 28,843 2,14 16,711 24,794
Dividends paid to non-controlling interests mERRERSAZRE - 10,295 5,493 44329 11,404
Summarised statement of cash flows ReRERME
For the year ended 31 December BE+-B=1t-AL%E
Cash flows generated from/(used in) operating megnEL/ ()2
activities BenE 2,165 (184,302) 2,985,342 200,951 58,418
Cash flows generated/(used in) from investing RERDEL/ (FR)Z
activtes BehE 16,839 (108,616) (458,441) (62,309) (100,588)
Cash flows (used in)lgenerated from financing REEH (M) /ELEZ
activties BehE (47,209 (163,356) (348716) (156419) 339
Net cash (outflow)/inflow RE (R RARE (28,205) (456,274) 2,178,185 (17,776) (38,841)
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FIVE YEAR FINANCIAL SUMMARY
LTFUBERREE

A summary of the published results and financial position of the Group for the yearended ~AE£BEHZ _—_Z—N\F+_A=1+—HIFERX
31 December 2018 and the last four years is set out below. This summary does not form (8 P04 ~ 2 HI 3 24 K B SR M 287 a0
part of the audited financial statements. T o W EIW MRS EZM G mE 2 —2D -

FINANCIAL PERFORMANCE B RE

Year ended 31 December
BEt+t-A=+—-HLEFE
2018 2017 2016 2015 2014*

“E-N\E —T—+F —T-RF —_T—FHF —TNF*
HK$ 000 HKS$'000 HK$'000 HK$'000 HK$'000

THER FHT FHET FHBT FHT
Net interest income from banking business ~ $R77 7% 2 F| B UL A F %8 180,831 94,992 17,983 - -
Net service fees and commission income from  $R77 %7 2 lR75 & It
banking business ikape x| 236,361 212,616 72,595 - -
Trading income from banking business RITEB 22X HWA 63,172 65,227 18,902 - -
Service fees and commission income from ERMEBLRBER
financial business (X ON 3,342 9,307 - - -
Interest income from financial business ERER N SKA 193 128 - - -
Sales of goods from non-banking and financial JFER1T M & BUEHK 2
businesses EmHERA 2,444364 2,583,495 2,811,352 3458245 3,470,665
Rental income from non-banking and financial 3FER7T &% & Bb ¥ 2
businesses HEWA 9,586 16,936 19,123 18,109 17,888
Total revenue FEU N 2,937,849 2,982,701 2,939,955 3,476,354 3,488,553
Cost of sales from non-banking and financial ~ FFR7T R SR ER
businesses HEKAK (1,022,568)  (1,226,494)  (1,296,518)  (1,694,496)  (1,797,911)
Other income and other net gains or losses ~ EL At U A J2 H At
Yo g5 o8 B 18 % BE 79,486 1,300,392 63,165 257,545 269,603
Selling and distribution expenses HERDHER (849,551) (800,923) (841,444) (883,152) (926,387)
Administrative expenses T E M (737,985) (774,011) (648,477) (616,151) (698,077)
Share of loss of joint ventures BlhEeEtEER (2,678) (1,159) - - -
Share of profit of associates JEIEERE R ElER 8,387 20,711 23,134 9,685 13,333
Finance costs from non-banking business FRTEBHBER (65,828) (68,453) (79,447) (77,075) (65,055)
Profit before income tax BR AT 18 BE AT 2 R 347,112 1,432,764 160,368 472,710 284,059
Income tax expense PiS B F X (105,664) (221,566) (96,528) (132,551) (121,027)
Profit for the year FEEGEF 241,448 1,211,198 63,840 340,159 163,032
Other comprehensive income Htb2EWA
Item that will not be subsequently reclassified 2R EREFHHEZE
to profit or loss wH s EE 2 IBE
— Remeasurement of net defined benefit — BT ETEET
obligations BESFE 33,025 15,186 14,368 9,485 (5,955)
— Change in fair value of financial assets —RRFERTAEM
at fair value through other ZEBAZ SR
comprehensive income BEANTEES (123,352) - - - -
— Revaluation gain upon transfer of - BERTHREF
owner occupied land and buildings to HEZRENER
investment properties 2B 57,128 - - - -
— Deferred tax arising from transfer of - BERTHREF
owner occupied land and buildings to EREREME
investment properties EEZBERIE (22,212) - - - -

(55,411) 15,186 14,368 9,485 (5,955)
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MBRE (E)

Year ended 31 December
BZE+t=-A=1t—HLEE
2017 2016
—E—tF T—NF
HK$'000 HK$'000
FAT FHET

2018 2015
—E-AF
HK$'000

TAET

2014*

—E—qE*
HK$'000
TET

—¥-N\¥F
HK$'000
TR

profit or loss wASEE 2 EE
— Exchange differences on translation to —BREZEE L
presentation currency MEH =% (162,086) 233,906 (226,038) (142,928) (2,021)
~ Release of exchange reserve to profit R EME D RE
or loss upon disposal of subsidiaries RERIMNERER
i B - (2,809) 4,701 256 (2,015)
~ Share of exchange differences on —JEMREE AR R
translation of associates =2 (117) 96 (112) 133 (16)
~ Release of investment revaluation —-REERBREE
reserve upon disposal Efny=is - - - - (163,542)
— Changes in fair value of available- —AHEEeREE
for-sale financial assets N ERE - (5,041) (75.210) 9,051 (11,533)
(162,203) 226,152 (296,659) (133,488) (179,127)
Other comprehensive income for FEEHMEERA
the year (217,614) 241,338 (282,291) (124,003) (185,082)
Total comprehensive income for rEE2HRALE
the year 23,834 1,452,536 (218,451) 216,156 (22,050)
Profit for the year attributable to: BT ATEEERFERR
Owners of the Company ZAN/NETE/Z SN 201,372 1,170,484 36,703 307,675 132,005
Non-controlling interests RS 40,076 40,714 27,137 32,484 31,027
241,448 1,211,198 63,840 340,159 163,032
Total comprehensive income for UTMATEEEREE
the year attributable to: 2HEHBALE:
Owners of the Company ZIN/NETE/Z SN (9,083) 1,395,850 (227,203) 196,583 (55,528)
Non-controlling interests IR = 32,917 56,686 8,752 19,573 33,478
23,834 1,452,536 (218,451) 216,156 (22,050)

ASSETS, LIABILITIES AND NON-CONTROLLING INTERESTS

BE RENRFERES

Year ended 31 December

BE+T=-A=1T—-HLFE

2018 2017 2016 2015
—®-\F —T—+F “FT—RFE —F-0F

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

FTER THT FHT THT FHT

Total assets BEE 20,258,229  21,855671  17,255820  6,838556 6,732,878

Total liabilities BARE (15,448,738)  (16,707,545)  (13,403,130)  (2,604,069)  (2,657,948)

Non-controlling interests R (369,700) (343,245) (219,809) (191,234) (228,406)

4,439,791 4,804,881 3,632,881 4043253 3,846,524

*

Certain reclassifications are made to conform to current year's presentation.

* OERTEMOBRNTARFEESIAMmMEL -
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SCHEDULE OF PRINCIPAL INVESTMENT PROPERTIES
TEREWEMK

Group interest

L

Description

Flat B, 21st Floor, Jolly Villa BB RILESR 100%  Residential Medium term lease
No. 8 Tai Hang Road MEBINIEBER = HRERFE 4Y

Hong Kong and Car parking space [F—1EEFA

No. 32 on 3rd Floor of 312 3250 B

the same building

Industrial Complex YN 100%  Industrial/Residential Medium term lease
including Dormitories in the (TR E]) I% /=% FEAFR Y

Sixth Industrial Zone BRARZM

Houijie Town E#iE

Dongguan County, Guangdong Province 5575 T 3£ [& T i

The People’s Republic of China e KE

(the "PRC") (BRES)

2nd Lower Ground Level H 100% Commercial Medium term lease
Jin Hua Building BRA R [GES FEAFR A

Yan He South Road ENE

Luohu District Ve R

Shenzhen, Guangdong Province RIERE

The PRC ETE_E

Shops at Street Nos. 13, 14 and 15 H 100% Commercial Medium term lease
New City Centre Plaza Garden BRAEKEM [EES HhERTR A

Nos. 459, 461 and 463 BER

Xiang Hua Road 459 - 461 5 463 5%

Zhuhai City, Guangdong Province MR OTEE

The PRC 413 1421558

Office B, 7th Floor H 100% Commercial Short term lease
No. 78, Nanguan Road S ST @ [EES RHATEA

Shenhe District, Shenyang City A [ 3% 78 5%

The PRC TEBEMRAE

No. 1004, Block B, Xinnengyuan Building 100% Commercial Long term lease
Nanhai Avenue, Nanshan District BRA R [SES REIAHA
Shenzhen, Guangdong Province A L [ K

The PRC ¥ BEJR A= B FE 1004 5%

Nos. 203, 204, 205, H 100% Residential Medium term lease
206, 208, BRARIT = hEATE A
Building 16, Dengliang Garden MR E R

Dengliang Road, Nanshan District BERICE161R

Shenzhen, Guangdong Province 203 ~ 204 ~ 205 -

The PRC 206 + 208 5%

Nos. 228, 229, 230, 231, H 100% Residential Medium term lease
232,233,234, 235, BERAE RIS T= hEATE A

236, 237, MlEEILARE

Building A, Lifang Village #75 F AR

Nanshan Avenue, Nanshan District 228~ 229230 231~
Shenzhen, Guangdong Province 232 233234235
The PRC 236 * 23798
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