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CHAIRMAN’S STATEMENT
EREW|E

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the
“Director(s)”) of Imagi International Holdings Limited (the
“Company”, together with its subsidiaries as the “Group”),
I would like to present the annual report of the Group for
the year ended 31 December 2017 (the “Year under Review”)
to the shareholders of the Company (the “Shareholder(s)”).

BUSINESS REVIEW

The past year continued to be a very difficult time for the
Company. The Company suffered a net loss after tax of
approximately HK$441 million. The losses was mainly
attributable to: (i) impairment loss of available-for-sale
investments of approximately HK$65 million; (ii) net fair value
loss on convertible note of approximately HK$22 million;
and (iii) net losses resulted from changes in fair value of
financial assets classified as held-for-trading investments
of approximately HK$324 million which comprised of net
realised and unrealised losses of approximately HK$88
million and HK$236 million respectively.

The Company, after extensive review, had decided to focus
on one of its new core business being the integrated
financial services business. With that in mind the Company
has strengthened its management expertise in that area and
presently all three executive Directors had great management
experience and expertise in proprietary trading.

Pursuant to a thorough review, the management noted that
the computer graphic imaging (“CGI”) business remained
in the doldrums and not expected to improve in the near
terms. The Company will devote minimal resources to
maintain the business until there are substantial change in
potential and prospects for the business.

The management also evaluated the performance of its
portfolio of available-for-sale investments and found most
of these were not up to expectation. The Company therefore
disposed the aforementioned assets to limit the Company’s
exposure to the uncertainty relating to those questionable
assets.
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CHAIRMAN’S STATEMENT

The Company’s management had reaffirmed that the
integrated financial services business will be the focus of
the Company going forward.

(a)

(b)

Securities investments and proprietary trading

Currently, the Group’s securities trading and investment
is being operated by three executive Directors who
together have had over 30 years in the business as
executive directors of investment companies listed
under Chapter 21 of the Rules (the “Listing Rules”)
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Stock
Exchange”). The Company’s proprietary trading,
carried out principally through the Company’s indirect
wholly-owned subsidiary, Unimagi Investment Limited
(“Unimagi”), and the total market value of its Hong
Kong listed equity securities portfolio as at 31
December 2017 was approximately HK$475 million.

Brokerage services

In preparation for further expansion in brokerage and
other related corporate finance services, on 12 May
2017, the Company had made HK$100 million further
capital injection into John & Wong Securities Company
Limited (“John & Wong”), an indirect wholly-owned
subsidiary of the Company which was acquired on
28 February 2017, and also has recruited and planned
to recruit additional personnel to undertake additional
services and businesses. In the meantime, John &
Wong is in the process of applying for additional
licences including Type 2, 4, 5 and 9 licence from
the Securities and Futures Commission of Hong Kong
(the “SFC”). The management of the Company is
confident that John & Wong will become significant
contributor to the Group’s operations and profits.
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CHAIRMAN’S STATEMENT
EREW|E

(c)

Money lending business

The Company offered financings via Imagination
Holding Limited, its 50-50 joint venture company (the
“JV Company” or “Imagination”), which offers money
lending services to clients through the JV Company’s
indirect wholly-owned licensed money lender, Simagi
Finance Company Limited. The JV Company is run
by experienced senior executives who have had many
years of prior experience working for financial
institutes including banks and licensed money-lenders.
The Company had decided in order for future
expansions in the money lending business, the
Company will henceforth conduct money lending of
its own. In anticipation of the above, the Company
had agreed on 2 February 2018 to dispose of its 50%
shareholding in Imagination to its joint venture partner,
Bob May Incorporated, for HK$150 million. Such
disposal is subject to the Shareholders’ approval at
a special general meeting to be convened in April
2018. Preparation for a new company with the
requisite licence had been completed. The management
of the Company is confident that the money lending
in future provide consistent and
significant returns to the Group.

business will

PROSPECTS

As stated above, the past year had been taxing for the
Company. As expected with the implementation of a new
core business, there are many development expenses as
well as adjustment costs resulting in many segments of the
new core business not performing up to expectation. As
such learning phase is primarily completed, the Company
hopes and expects that the performance of the main stream
under integrated financial services business segment set
out below will improve significantly in the coming year.

(a)

Securities investments and proprietary trading
With the addition of management expertise and the
rationalisation of the investment decision process, the
Company is confident that the business will turn around
with new positive macro factors such as the “One Belt
One Road”, the “Shanghai Connect” and the “Shenzhen
Connect” just to name a few.
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(b)

(c)

CHAIRMAN’S STATEMENT

Brokerage services

The takeover and rationalisation of John & Wong’s
business and management began in earnest after
completion of acquisition of John & Wong in February
2017. The Company is confident with the further capital
injection, additional staff and the additional licences,
including Type 2, 4, 5 and 9, when were granted from
the SFC, the stride to full-fledged financial services
will begin in the foreseeable future. John & Wong will
become a significant contributor to the Group’s
operations and profits once the Company begins to
move available in-house proprietary trading businesses
to John & Wong as well as the expansion of John &
Wong’s connections through the Company’s assistance
and introduction.

Money lending business

The Company decided to look for future expansions
in the money lending business by conducting money
lending of its own. In anticipation of the above, the
Company is seeking the disposal of its equity interest
in the JV Company to existing joint venture partner
with the Company. The Company expects its new
money lending business will commence in the second
half of 2018. With the experience and know-how gained
through the JV Company, the Company is confident
that this will soon become significant contributor to
the Company’s business.

APPRECIATION

On behalf of the Board, | would like to extend my sincere
gratitude and appreciation to fellow Directors for their
support, and to thank all of our staff for their enthusiasm
and hard work. In addition, | would like to thank all of the
Shareholders, business partners and bankers for their
continuous support over the years.

For and on behalf of the Board
Kitchell Osman Bin
Acting Chairman

Hong Kong, 23 March 2018
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEN WD

BUSINESS AND OPERATIONAL REVIEW

For the Year under Review, the Group’s principal business
is to engage in investment business and integrated financial
services business, CGl and entertainment business.

After initiating and going through a revamp of the Company’s
business and operations, making the integrated financial
services business as an additional principal business in
2016, the Company continued in 2017 and further the
completion an overhaul and rationalisation of its assets and
operations. The Company’s core business of the integrated
financial services businesses comprises of securities
investments and proprietary trading, securities brokerage
services, margin financing and money lending business. The
major segments of the Company’s business for the Year
under Review are as follows:

(a) Integrated financial services business
(i) Securities investments and proprietary

trading

The Company conducted its short term
proprietary trading business through Unimagi.
As at 31 December 2017, the aggregate market
value of listed debt and equity securities
classified as available-for-sale investments
(held for long-term purpose) and held-for-
trading investments was approximately HK$483
million. Total realised loss from sale of listed
equity investments and unrealised loss/
impairment loss charged to profit or loss as a
results of change in fair value of listed equity
investments for the Year under Review were
approximately HK$88 million and approximately
HK$301 million respectively. The management
of the Company has been disappointed with
the performance of the short term proprietary
trading business for the Year under Review and
is continually looking for ways and means to
enhance the business future performance
including the addition of management expertise.
However, the Company remains confident the
business will turn around with new positive
macro factors such as the “One Belt One
Road”, the “Shanghai Connect” and the
“Shenzhen Connect” just to name a few.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWRDN

(ii)

Brokerage services

The acquisition of John & Wong was completed
on 28 February 2017 and John & Wong became
an indirect wholly-owned subsidiary of the
Company. In preparation for further expansion
in brokerage and other related corporate finance
services, on 12 May 2017, the Company had
made HK$100 million further capital injection
into John & Wong and also has recruited and
planned to recruit additional personnel to
undertake additional services and businesses
including corporate finance advisory services,
investment advisory and asset management
services. In the meantime, John & Wong is in
the process of applying for additional licences
including Type 2, 4, 5 and 9 from the SFC. For
the Year under Review, John & Wong had yet
made no profit contribution to the Group as it
is still in transition period for the Company to
assimilate and integrate the brokerage services
business. The management of the Company is
confident the stride to full-fledged financial
services will begin in the foreseeable future.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEN WD

(iiij Money lending business

For the Year under Review, the Company
engaged in money lending business through a
company with money lenders licence under
Money Lenders Ordinance (Chapter 163 of the
Laws of Hong Kong) within a subsidiary
company of Imagination under 50-50 equal joint
venture. For the Year under Review, the money
lending business contributed an approximately
HK$14 million profit to the JV Company.
However, an approximately HK$20 million
impairment loss was incurred by the JV
Company and as a consequence, the Group
has to share 50% overall loss of the JV
Company of approximately HK$7 million for the
Year under Review. The Company decided to
look for future expansions in the money lending
business by conducting money lending of its
own. In anticipation of the above, the Company
is seeking the disposal of its equity interests
in Imagination to the existing joint venture
partner.

(b) CGl business

The management of the Company does not see
immediate improving prospects for the CGl business.
After considering costs and benefits, the Company
will devote minimal resources to maintain the CGI
business until there are substantial changes in
potential and prospects for such business segment.
Accordingly, the Company had terminated its efforts
on the production side of the CGI business but will
only retain efforts on the distribution side of the CGl
business.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Review of results

The net loss before tax for the Year under Review was
approximately HK$452 million compared to the net loss
before tax of approximately HK$418 million for the last year.
The current year net loss was mainly due to losses from
net changes in fair value of financial assets classified as
held-for-trading investments of approximately HK$324
million (2016: approximately HK$91 million); impairment loss
of available-for-sale investments of approximately HK$65
million (2016: approximately HK$79 million); impairment loss
of goodwill of approximately HK$6 million (2016: Nil);
impairment loss of intangible assets of approximately HK$2
million (2016: Nil); and net fair value loss on convertible
notes receivable (net of gain on derecognition of day-one
gain on convertible notes) of approximately HK$22 million
(2016: net fair value gain on convertible notes receivable
of approximately HK$18 million).

On the expenditure side, administrative expenses significantly
decreased by approximately HK$93 million or approximately
69% from approximately HK$134 million for the last financial
year to approximately HK$41 million for the Year under
Review. Of which total staff costs (excluding equity-settled
share-based payment expenses) increased by approximately
27% from approximately HK$15 million last financial year
to approximately HK$19 million for the Year under Review.
There was no equity-settled share-based payment expenses
incurred during the Year under Review (2016: approximately
HK$64 million).

LIQUIDITY AND FINANCIAL RESOURCES

The Group primarily financed by its operation with internally
generated cash flows and fund raising exercise. The liquidity
and financial position of the Group as at 31 December 2017
remain healthy, with bank balances and cash amounting to
HK$134 million (31 December 2016: HK$246 million) and a
current ratio (the total amount of current assets over the
total amount of current liabilities) of approximately 64 times
(2016: approximately 53 times).

As at 31 December 2017, the Group had no bank or other
borrowings and therefore the gearing ratio (expressed as a
percentage of total borrowings over total capital) was zero
(2016: zero).

EEENmE DN

Bt 75 B B8

¥EOE

o] B 4 JZ A [ B A1 5 8% 58 49452,000,0007%5
JC ¢+ T 2 FF B BR B AT & 18 )% B8 49418,000,000
BT -AFEEERFETESHR DB A E
BEERENVREEATFTEEHEEFEY
324,000,000/ 7L ( —Z— 754 : #£791,000,000
BL) THEERENRESELD
65,000,000/ j0( == — /<4 : 4979,000,000
BIT) - BERE K18 496,000,000 T (= F
—NE | EEEEREEE2,000,000
BT(ZE—XRF &) RERITBRRKRER
MAFEBEFEIBRKIEERUTREREE
F— XUz 8 I 5 ) #922,000,0008 T( = =
—NEF BT RREENRAFERSFELD
18,000,000/8 7T ) °

AYXFE TBRXERE—FBRFEFELY
134,000,0007% T X & J& 2> #793,000,000/% 7T
3 #769% == [0l B3 £F JZ #941,000,00078 7T ° & A
BIRANERB(TERFBAEREE 2 RES
Bz ) 8 | — B B S 4915,000,0000% JT %
14927 % % B BA 4 £ 919,000,000 T © [0 &
FERNTEELENRSEE 2 BRES MO H
—ZT—X%F : 464,000,000/ 7T)°

REBEERUBEER
AEBETZEBERNTELEZBREREEER
EHAHKEREES - R_T—+tF+=A
—t—H AEBZRHES TR NGRS
1EfE - SR1T4 5% IR 2 A134,000,000% 0( =
T—XNF+=-A=+—H : 246,000,000/ 7T )
MR R(NERBEERNERBABER
SFE) X AAE (T —NF : 4531%)0

RZTE—+F+A=+—HB KAEELER
THEMEE WEERBLR(ALEERIA
BEmZABNHIIR) BT (ZT—RE  F)-

2017 F8 EHFBERZERAERLR

11



12

MANAGEMENT DISCUSSION AND ANALYSIS

BEEN WD

CAPITAL STRUCTURE

On 28 February 2017, 60,000,000 new Shares were issued
and allotted pursuant to a sale and purchase agreement
dated 30 August 2016 at an issue price of HK$0.20 per
Share under a specific mandate approved at a special
general meeting held on 28 October 2016 as a part of
consideration for acquisition of John & Wong.

On 10 March 2017, an ordinary resolution to approve a
share consolidation was passed by the Shareholders at a
special general meeting of the Company whereby the share
consolidation became effective on 13 March 2017 that every
eight issued and unissued share of HK$0.005 each in the
share capital of the Company be consolidated into one
consolidated share of HK$0.04 each in the share capital of
the Company. Details of the share consolidation were
disclosed in the Company’s announcements dated 26
January 2017 and 10 March 2017 and circular dated 22
February 2017.

On 22 March 2017, pursuant to a share swap agreement
dated 16 March 2017 (the “Share Swap Agreement”) entered
into between the Company and Enerchina Holdings Limited
(“Enerchina” (stock code: 622), an independent third party),
113,400,000 shares of the Company (the “Share(s)”) were
issued and allotted at a subscription price of HK$0.90 each
to a nominee of Enerchina in exchange for 378,000,000
shares of Enerchina as consideration shares at a price of
HK$0.27 each from Enerchina for a total consideration of
HK$102,060,000 (the “Share Swap”). The subscription
Shares were issued under a general mandate granted to
the Directors by the Shareholders at a special general
meeting held on 28 October 2016, representing approximately
19.69% of the issued share capital of the Company as at
the date of the Share Swap Agreement and approximately
16.45% of the issued share capital of the Company as
enlarged by the new Shares issued pursuant to the Share
Swap Agreement. The Share Swap was completed on 22
March 2017 and Enerchina became a substantial Shareholder
upon completion. Details of the Share Swap were disclosed
in the Company’s announcement dated 16 March 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

As at 31 December 2017, the total number of issued Shares
was 689,421,572 Shares with a par value of HK$0.04 each.
Based on the closing price of HK$0.67 per Share as at 29
December 2017 (being the last trading date before year
ended 31 December 2017), the market value of the Company
as at 31 December 2017 was approximately HK$462 million.

EXPOSURE TO EXCHANGE RATES

Presently, most of the Group’s business transactions, assets
and liabilities are denominated in Hong Kong dollar and
United States dollar. The Group’s exposure to currency risk
is minimal as Hong Kong dollar is pegged to United States
dollar. The Group does not have any currency hedging policy
and has not entered into any hedging or other instrument
to reduce currency risks. However, the management will
closely monitor the exposure of the Group to the fluctuation
of exchange rates and take appropriate measures as
necessary to minimise any adverse impact that may be
caused by such fluctuation.

ACQUISITION AND DISPOSAL OF
SUBSIDIARIES

On 23 January 2017, Emperor Investments Limited (“Emperor
Investments”, a direct wholly-owned subsidiary of the
Company) was disposed to an independent third party at
a consideration of HK$20 million. The material assets held
by Emperor Investments was unlisted investment of
7,500,000 shares of Freewill Holdings Limited (representing
approximately 1% of its issued share capital). In this regard,
impairment losses of approximately HK$18 million with
reference to the sale proceeds was recognised and charged
to profit or loss in the financial year ended 31 December
2016.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEN WD

On 23 January 2017, Top Gate Holdings Ltd. (“Top Gate”,
a direct wholly-owned subsidiary of the Company) was
disposed to an independent third party at a consideration
of HK$31 million. The material assets held by Top Gate
were unlisted investments including (a) 450,000 shares of
FreeOpt Holdings Limited (representing approximately 12%
of its issued share capital); (b) 6,200,000 shares of Joint
Global Limited (representing approximately 2% of its issued
share capital); and (c) 2.14% interest in an principal amount
of HK$100 million and HK$130 million of two respective
tranche of convertible notes issued by Up Energy
Development Group Limited at a conversion price of
HK$0.7455. In this regard, impairment losses of approximately
HK$62 million with reference to the sale proceeds was
recognised and charged to profit or loss in the financial
year ended 31 December 2016.

On 28 February 2017, the Company acquired entire issued
shares of John & Wong (a corporate licensed under the
SFO to carry out Type 1 (dealing in securities) regulated
activity) at a consideration of HK$18.4 million (the
“Acquisition”) pursuant to a sale and purchase agreement
dated 30 August 2016 (the “Agreement”) entered into
between the Company and independent third parties. The
consideration was finally satisfied by issuing of 60,000,000
new Shares at fair value of approximately HK$6.48 million
which were issued and allotted on 28 February 2017, share
options granted to the former owner at fair value of
approximately HK$1.85 million and cash settlement of
approximately HK$6.18 million after taking into account of
a dollar-to-dollar downward adjustment pursuant to the
Agreement. John & Wong became an indirect wholly-owned
subsidiary of the Company upon completion of the
Acquisition on 28 February 2017 and to carry out brokerage
services. Details information regarding the Acquisition was
disclosed in the Company’s announcement dated 30 August
2016 and circular dated 7 October 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS

On 23 June 2017, as marine facilities under High Gear
Holdings Limited (“High Gear” an indirect wholly-owned
subsidiary of the Company) were no longer required by the
Group after disposal of a yacht held by High Gear in March
2017 (details of disposal of the yacht is set out in section
headed “Other Information for the Year under Review and
up to the Date of this Annual Report” on page 16), High
Gear was disposed to Global Value Group Limited (a
subsidiary of Enerchina being a substantial Shareholder) at
a cash consideration of HK$490,000 which was reference
to the net assets of High Gear at the date of disposal.

CONTINGENT LIABILITIES AND CAPITAL
COMMITMENTS

As at 31 December 2017, the Group did not have any
significant contingent liabilities and capital commitments.

FINAL DIVIDEND

The Board does not recommend the payment of a final
dividend for the Year under Review (2016: Nil).

HUMAN RESOURCES

As at 31 December 2017, the Group employed 29 employees
excluding Directors (2016: 19 employees). The remuneration
policy of the Group is to reward its employees with reference
to their qualifications, experience and work performance as
well as to market benchmarks. Employee’s benefits include
medical insurance coverage, mandatory provident fund and
share option scheme. The total staff cost (excluding non-
cash equity-settled share-based payment expenses) for the
Year under Review, including Director’s emoluments,
amounted (2016:
approximately HK$15 million).

to approximately HK$19 million
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEN WD

OTHER INFORMATION FOR THE YEAR
UNDER REVIEW AND UP TO THE DATE OF
THIS ANNUAL REPORT

Save as disclosed elsewhere in this annual report, the Group
have the following events for the Year under Review and
up to the date of this annual report:

(i) Disposal of yacht

On 20 March 2017, a yacht held by High Gear was
disposed to an independent purchaser (the “Purchaser”)
at a consideration of US$4,200,000 pursuant to a
Memorandum of Agreement with the Purchaser
entered on 21 February 2017. Details information
regarding the disposal was disclosed in the Company’s
announcement dated 21 February 2017.

(ii) Strategic alliance

On 16 March 2017, the Company and Enerchina
entered into a non-legal binding Strategic Alliance
Memorandum, under which Enerchina had agreed (a)
to provide the Company with technical and business
assistance to establish and develop the infra-structure
and the frame-work to further the Company’s financial
services business; and (b) to co-operate with each
other to promote mutually beneficial business
opportunities. This is another step towards the
Company’s strategy to develop integrated financial
services business as one of the Company’s core
business. Details information regarding the aforesaid
business updates was disclosed in the Company’s
announcement dated 16 March 2017.
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(iii)

(iv)

MANAGEMENT DISCUSSION AND ANALYSIS

Termination of Re-domicile Proposal

As previously disclosed, the Company intended to
re-domicile from Bermuda to Hong Kong by way of
scheme of arrangement under Section 99 of the
Companies Act of Bermuda (as amended) (the “Re-
domicile Proposal”). On 1 December 2017, the
Company received a letter from the Listing Department
of the Stock Exchange (the “Listing Department”) in
which the Listing Department decided against granting
a waiver from strict compliance on Rule 8.05 of the
Listing Rules for the proposed new listing company
to meet the listing requirements. In this regards, the
Directors had decided not to proceed with the Re-
domicile Proposal. Details information regarding the
Re-domicile Proposal were disclosed in the Company’s
announcements date 8 June 2016, 11 November 2016
and 5 December 2017.

Finalised of prior year’s tax assessment of Imagi
Crystal Limited with Hong Kong Inland Revenue
Department (“HKIRD”)

With reference to tax demand notes issued by HKIRD
to Imagi Crystal Limited (“ICL” an indirect wholly-
owned subsidiary of the Company) for the years of
assessment 2009/10 and 2010/11 since March 2016,
the Directors reassessed the tax position of ICL and
recognised approximately HK$10.97 million tax
liabilities as income tax expenses and approximately
HK$1.5 million surcharge as administrative expenses
in the financial year 2016.

(iii)

(iv)
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEN WD

ICL since then engaged professional tax specialist as
its tax adviser to lodge objection to HKIRD. After
supply of additional required information and
discussion with HKIRD, ICL received a ruling dated
24 July 2017 from HKIRD regarding objection for the
years of assessment 2009/10 and 2010/11 that HKIRD
consented the impairment loss on the CGI animation
pictures recognised in the year of assessment 2009/10
would be deductible under profits tax. However,
HKIRD remains disallow the deduction of the
impairment loss on amount due from a fellow
subsidiary recognised in the year of assessment
2010/11. In this regard, HKIRD had issued a revised
notice of assessment and a letter of discharge
surcharges for the year of assessment 2009/10 on 2
August 2017 and 9 August 2017 respectively. Referring
to the updated tax position for the year of assessment
2009/10, ICL had tax losses carried forward to set-off
against the disallowed impairment loss on amount
due from a fellow subsidiary recognised in the year
of assessment 2010/11. ICL thus reversed the tax
provision of approximately HK$10.97 million and
surcharges of approximately HK$1.5 million during the
Year under Review.

EVENTS AFTER THE REPORTING PERIOD
AND UP TO THE DATE OF THIS ANNUAL
REPORT

Disposal of joint venture

On 2 February 2018, the Company (as the Vendor) and Bob
May Incorporated (a joint venture partner of the JV Company
as the “Purchaser”) entered into a sale and purchase
agreement, pursuant to which the Company has conditionally
agreed to sell and the Purchaser has conditionally to
purchase 1,500,000 shares of Imagination, representing 50%
of the total issued shares of the JV Company, at a cash
consideration of HK$150 million. The disposal is subject to
the Shareholders’ approval and not yet complete as at the
date of this annual report. Details information regarding the
proposed disposal was disclosed in the Company’s
announcement dated 2 February 2018.
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. Kitchell Osman Bin, aged 53, a Canadian citizen,
completed his high-school education in Hong Kong and
undergraduate studies in Canada. Mr. Kitchell had obtained
a honourary diploma from Pickering College in Canada. Mr.
Kitchell studied Economics in the University of Toronto,
Canada. Mr. Kitchell is a veteran investor mainly in Hong
Kong equity markets with over 15 years’ experience. Mr.
Kitchell had been an investor managing a private family
fund. Mr. Kitchell had been (i) an executive director, chief
executive officer and chairman of Unity Investments Holdings
Limited (stock code: 913), for the period from January 2005,
January 2006 and January 2008 respectively to December
2014; and (ii) an executive director of Mission Capital
Holdings Limited (currently known as CMBC Capital Holdings
Limited, stock code: 1141) for the period from January 2015
to July 2015, all of which are companies listed on the main
board of the Stock Exchange.

Mr. Shimazaki Koji, aged 48, holds a Bachelor of Science
degree in Engineering and a Master degree in Electrical
Engineering from Kanagawa University in Yokohama, Japan.
Mr. Shimazaki has over 20 years of experience in web
developing and programming, production and quality control
engineering. Mr. Shimazaki had been (i) an executive director
and chief executive officer of Radford Capital Investment
Limited (currently known as Eagle Ride Investment Holdings
Limited, stock code: 901) for the period from May 2005
and May 2008 respectively to October 2013; and (ii) an
executive director of Unity Investments Holdings Limited
(stock code: 913) for the period from December 2013 to
November 2014, all of which are companies listed on the
main board of the Stock Exchange.
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PROFILE OF DIRECTORS AND

SENIOR MANAGEMENT
EENGREBREREN

Ms. Choi Ka Wing, aged 35, completed her high-school
education in Hong Kong and had further her studies at the
Perth Institute of Business and Technology in Perth,
Australia. Ms. Choi worked in customer services in the
catering division of a 5 star hotel in Hong Kong for over
one year and gained experience in the food and beverage
and entertainment businesses. Ms. Choi had been an
executive director of Unity Investments Holdings Limited
(stock code: 913), a company listed on the main board of
the Stock Exchange, for the period from October 2006 to
November 2014.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Santos Antonio Maria, aged 61, holds a Ph. D. degree
in Business Administration from the Neuva Ecija University
of Science & Technology in the Philippines, a Master’s
degree in Management Studies from University of Northumbria
at Newcastle, United Kingdom and a Master’s degree in
Criminal Justice from the Tarlac State University, the
Philippines. He is a fellow of the Chartered Management
Institute, United Kingdom. Dr. Santos retired from the Hong
Kong Police Force in January 2012 after more than 30 years
of service there. Apart from volunteering for community
services, he is currently a director and shareholder of
Advance Tactics Service Limited (a private company
principally engaged in providing personal and commercial
risk management consultant services in Hong Kong and
greater China). Dr. Santos currently is also a director and
shareholder of A.M. Santos & Company Limited (a private
company incorporated in Hong Kong) and United Partners
Incorporated (a private company incorporated in British
Virgin Islands), both of which are principally engaged in
providing financial consultancy services. Dr. Santos had
been (i) an executive director and an acting chairman of
China Solar Energy Holdings Limited (stock code: 155) for
the period from October 2014 and December 2014
respectively to May 2015; and (i) an independent non-
executive director of Willie International Holdings Limited
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT

(currently known as Mason Group Holdings Limited, stock
code: 273) for the period from August 2012 to April 2016,
all of which are companies listed on the main board of the
Stock Exchange. Dr. Santos is presently an independent
non-executive director of Auto Italia Holdings Limited (stock
code: 720), a company listed on the main board of the
Stock Exchange.

Mr. Miu Frank H., aged 68, holds a Juris Doctor degree
from Harvard Law School and a Bachelor of Arts degree in
Economics and Accounting from St. John’s University of
Minnesota in the United States of America. Mr. Miu is a
member of the American Bar Association and the American
Institute of Certified Public Accountants. He is also a Fellow
of Hong Kong Institute of Directors. Apart from professional
experience in law and accounting, he has extensive exposure
to various industries including financial services. During the
past five years, Mr. Miu had been an independent non-
executive director of (i) Freeman Financial Corporation
Limited (currently known as Freeman FinTech Corporation
Limited, stock code: 279) for the period from December
2011 to August 2013; (ii) Tack Fiori International Group
Limited (currently known as Life Healthcare Group Limited,
stock code: 928) for the period from August 2011 to May
2014; (iii) Mascotte Holdings Limited (currently known as
HengTen Networks Group Limited, stock code: 136) for the
period from December 2009 to October 2015; (iv) Willie
International Holdings Limited (currently known as Mason
Group Holdings Limited, stock code: 273) for the period
from June 2011 to October 2015; and (v) China Jinhai
International Group Limited (currently known as China Soft
Power Technology Holdings Limited, stock code: 139) for
the period from October 2014 to July 2016, all of which
are companies listed on the main board of the Stock
Exchange. Aside from directorships in the aforesaid public
companies listed on the Stock Exchange, Mr. Miu is also
an independent non-executive director of Duoyuan Global
Water Inc. (previously listed on New York Stock Exchange).
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Ms. Liu Jianyi, aged 31, holds a master of business
administration in Johnson At Cornell University and a
bachelor of system engineering in The Chinese University
of Hong Kong. Ms. Liu is currently working as a director
of a corporate financial services institution and has extensive
management experience in corporate finance and equity
funds. Ms. Liu is presently an independent non-executive
director of Inno-Tech Holdings Limited, a company listed
on GEM board of the Stock Exchange (stock code: 8202).

SENIOR MANAGEMENT

Mr. Chung Wilson, aged 65, is the general manager of the
Company. Mr. Chung holds a Bachelor’'s degree in
Mathematics from the University of Wisconsin-Milwaukee
and a Master’s degree in Science and a Master’s degree
in Business Administration (with Honors) from Cornell
Graduate School of Business Administration, the United
States of America. He has over 25 years’ experience in
corporate finance and banking.

Ms. Yu Man Fung Alice, aged 46, is the senior vice president
and general manager of business development of the
Company. Ms. Yu has been the general manager of various
listed & non-listed companies for the past 15 years of her
career, including Tack Fiori International Group Limited
(currently known as Life Healthcare Group Limited, stock
code: 928) and Bingo Group Holdings Limited (stock code:
8220). Ms. Yu is experienced in overseeing operational
aspects of companies and business strategic planning.

Ms. Chen Wei, aged 36, is a director of business
development, China of the Company. Ms. Chen holds a
Bachelor of Science degree in International Finance from
the Beijing University of Aeronautics and Astronautics, a
Master of Science degree in Money, Banking and Finance
from the University of Birmingham and a PhD degree in
Economics from the University of Birmingham. Ms. Chen
has extensive experience in finance and banking industry
in Hong Kong and the United Kingdom. Ms. Chen had been
an executive director of two public companies listed on the
Stock Exchange in the past three years.
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PROFILE OF DIRECTORS AND
SENIOR MANAGEMENT

Mr. Zhan Jianzhou, aged 46, is a director of business
development, China of the Company. Mr. Zhan was awarded
the Certificate in Foreign Trade by Shenzhen University and
completed the postgraduate course of professional studies
in business administration at Sichuan University. He holds
a Master of Business Administration from Sun Yat-sen
University. He held senior positions with major international
banks and financial investment groups for years. Mr. Zhan
was nominated as the outstanding private entrepreneur in
Laibin City, Guangxi in 2006. Mr. Zhan has extensive
knowledge in corporate finance and banking. Mr. Zhan had
been an executive director of a company listed on the Stock
Exchange in the past three years.

Mr. Woo Eddie, aged 46, is a director of business
development, Asia Ex Japan of the Company. Mr. Woo has
extensive corporate finance and direct investment experience
in the Greater China region. He was an executive director
of a company listed on the Stock Exchange in the past.
Mr. Woo received his M.B.A. from the University of San
Francisco and his bachelor’'s degree from the University of
California, Santa Cruz.
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The Company is committed to maintaining high standard
corporate governance practices as the Board considers that
good and effective corporate governance is essential for
enhancing accountability and transparency of a company
to investing public and other stakeholders.

CORPORATE GOVERNANCE PRACTICES
During the Year under Review, the Company has complied
with the code provision (the “Code Provision”) set out in
the Corporate Governance Code and Corporate Governance
Report (the “CG Code”) contained in Appendix 14 to the
Listing Rules except for the deviations described below.

Code Provision A.6.7 stipulates that independent non-
executive directors and other non-executive directors
should attend general meetings and develop a balanced
understanding of the views of the shareholders.

Due to other pre-arranged business commitments which
must be attended,

(i) Dr. Kwong Kai Sing Benny and Dr. Santos Antonio
Maria, both of them being independent non-executive
Directors, were not present at a special general
meeting of the Company held on 10 March 2017; and

(i) Mr. Miu Frank H., being independent non-executive
Director, was not present at an annual general meeting
held on 26 May 2017.

However, (i) Mr. Chow Chi Wah Vincent and Mr. Miu Frank
H., both of them being independent non-executive Directors,
were present at the aforesaid special general meeting held
on 10 March 2017; and (ii) Dr. Santos Antonio Maria and
Ms. Liu Jianyi, both of them being independent non-
executive Directors, were present at aforesaid annual general
meeting held on 26 May 2017.

A such, the Board considers that sufficient measures have
been taken to ensure that the Company’s corporate
governance practices are no less exacting than those in
the CG Code.
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MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model
Code”) contained in Appendix 10 to the Listing Rules as
the code of conduct regarding directors’ securities
transactions. In response to the specific enquiry made by
the Company, all Directors confirmed that they fully complied
with the required standard as set out in the Model Code
throughout the Year under Review.

BOARD OF DIRECTORS

As at the date of this annual report, the Board comprised
three executive Directors and three independent non-
executive Directors, all of them are high caliber executives
with diversified industry expertise and bring a wide range
of skills and experience to the Group.

Executive Directors

Mr. Kitchell Osman Bin (Acting Chairman)
Mr. Shimazaki Koji

Ms. Choi Ka Wing

Independent non-executive Directors

Dr. Santos Antonio Maria

Mr. Miu Frank H.

Ms. Liu Jianyi (appointed on 4 May 2017)

An updated list of Directors by category identifying their
role and function is at all times available on the websites
of the Company and the Stock Exchange. The independent
non-executive Directors are expressly identified in all
corporate communications whenever the names of Directors
are disclosed.

Details of the biographies of Directors as at the date of
this annual report are set out in section “Profile of Directors
and Senior Management” on pages 19 to 23 of this annual
report. There are no relationship (including financial,
business, family or other material or relevant relationship)
among members of the Board.
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During the Year under Review, the Board maintained a high
level of independence, of having a minimum of three
independent non-executive Directors (representing at least
one-third of the Board) with one of them possessing
appropriate professional qualifications or accounting or
related financial management expertise. The non-executive
Directors play an important role of the Board and are
responsible for ensuring that the Board maintains high
standards of financial and other mandatory reporting as
well as providing adequate checks and balances for
safeguarding the interest of Shareholder and the Group as
a whole.

The Board has received written annual confirmation from
each independent non-executive Director of his independence
pursuant to the requirements of the Listing Rules. The Board
considers all independent non-executive Directors to be
independent in accordance with the independence guidelines
set out in the Listing Rules.

Meetings

Attendance of individual Directors at annual general meeting,
special general meetings, Board meetings and other
committee meetings during the Year under Review are as
follows:
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R ERARE

Number of meetings attended/held during the respective tenure

LR AR SwA £

Annual  Special Audit  Nomination Remuneration
general  general Board Committee  Committee ~ Committee
meeting meetings meetings  meetings  meetings  meetings
RREF HRNH  ES® ENZEE RAZEE  FMZEe
- - g3 EE g3 g3
Executive Directors HiTEE
Kitchell Osman Bin Kitchell Osman Bin 111 1 3030 NAMNER NAMER  NATER
Shimazaki Koji %R 11 11 2930 NATER NATER NATER
Choi Ka Wing B54 1 1 20930 NATER NATEE NATER
Wong Yat Fai (resigned on 10 April 2017) ~ TEB(R-F-LFNATHEE  NA TR 11 1213 NATEE NATER NATER
Independent non-executive Directors BUHHfEE
Santos Antonio Maria g4 1 01 17/30 4/4 1n 17
Miu Frank H. 2% 0 1n 1730 4/4 1N 1n
Liu Jianyi (appointed on 4 May 2017) ABR(R_E-tELAMARZRE) 11 NA TR 8/14 22 NANER  NANER
Chow Chi Wah Vincent (resigned on BE2(R_F-tEMATERME)
10 April 2017) N/A NER 1n 713 22 NATER  NADER
Kwong Kai Sing Benny (resigned on BEK(R-T-tFRARARHE)
4 May 2017) N/A NER 0 8/15 22 NATER  NADER
The company secretary of the Company (the “Company AR RIZAGIWME([ATWE]) ERINER
Secretary”) also attended the annual general meeting of the ERIEE AE(FS )Lt EHRTER QT IR

Company (the “AGM”) together with external auditor, Crowe
Horwath (HK) CPA Limited, to answer any question from
the Shareholders. All Directors treasure the opportunities
to canvass the views of the Shareholders at the AGM held

annually.
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Responsibilities, accountabilities and contributions of
the Board

The Board, led by the chairman, steers the Company’s
business direction. It is delegated with responsibilities of
executing the Board’s decision, including setting business
development goals, monitoring the financial performance,
ensuring effective implementation of internal control and
risk management measures and overseeing the performance
of management, and in-charging day-to-day operation. The
Board takes responsibility for all major matters of the
Company. All Directors have carried out their duties in good
faith, in compliance with applicable laws and regulations,
taking decisions objectively and acting in the interests of
the Company and the Shareholders at all times.

The day-to-day management, administration and operation
of the Company are led by executive Directors and senior
management of the Company. All Directors have timely
access to all relevant information as well as the advice and
services of the Company Secretary and senior management
of the Company, with a view to ensuring the Board
procedures and all applicable laws and regulations are
followed. In discharge its responsibilities, the Board meets
regularly and acts in good faith, with due diligence and
care. Any Director may request independent professional
advice in appropriate circumstances at the Company’s
expenses, upon reasonable request made to the Board.

Chairman and chief executive officer

Under Code Provision A.2.1 of the CG Code, the roles of
chairman and chief executive officer should be separate
and should not be performed by the same individual. The
chairman provides leadership for the Board and ensures
that the Board works effectively and discharges its
responsibility whilst the chief executive officer of the
Company has overall chief executive responsibility for the
Group’s business development and day-to-day management
generally. Since appointment of new executive Directors and
general manager of the Company on 28 January 2016, the
responsibilities of chief executive officer have been passed
to the executive Directors and general manger of the
Company.
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Directors’ continuous professional development

To ensure Directors’ contributions to the Board remains
informed and relevant, all the Directors are encouraged to
participate in continuous professional development to
develop and refresh their knowledge and skill. During the
Year under Review, the Company (i) has arranged in-house
training conducted by The Hong Kong Institute of Directors
for the Directors and senior executives; and (ii) has provided
with regular updates, presentations on changes and
developments of the Group’s business and the latest
developments in laws, rules and regulations relating to
director’s duties and responsibilities.

Appointment and re-election of Directors

Each of the non-executive Directors has entered into an
appointment letter with the Company for a term of two
years. Furthermore, in accordance with the bye-laws of the
Company (the “Bye-laws”), one-third of the Directors for
the time being shall retire from office by rotation provided
that every Director shall be subject to retirement by rotation
at least once every three years.

According to the Bye-laws, Directors appointed to fill casual
vacancies shall hold office until the next following general
meeting and can be eligible for re-appointment at that time.
According to Code Provision A.4.2 of the CG Code, all
Directors appointed to fill a casual vacancy should be
subject to election by shareholders at the first general
meeting after appointment. Every Director, including those
appointed for a specific terms, should be subject to
retirement by rotation at least once every three years.

New Directors, on appointment, will be given an induction
package containing all key legal and Listing Rules’
requirements as well as guidelines on the responsibilities
and obligations to be observed by a Director. The package
will also include the latest published financial reports of the
Company and the documentations for the corporate
governance practices adopted by the Board. The senior
management will subsequently conduct such briefing as is
necessary to give the new Directors more detailed information
on the Group’s business and activities.
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Insurance of the Directors and officers

The Company has bought liability insurance for Directors
and officers in respect of legal action against the Directors
and officers which is in compliance with Code Provision
A.1.8 of the CG Code.

Board diversity policy

Under Code Provision A.5.6 of the CG Code, the nomination
committee (or the board) should have a policy concerning
diversity of board member, and should disclose the policy
in the Corporate Governance Report.

The Board adopted a board diversity policy (the “Board
Diversity Policy”) on 26 August 2013. The Company
recognises and embraces the benefits of having a diverse
Board and endeavors to ensure that the Board has a balance
of skills, experience and diversity of perspectives appropriate
to the requirements of the Company’s business. In
determining the optimum composition of the Board and
diversity of Board members, the Board will consider a
number of factors in order to maintain an appropriate range
and balance of talents, skills, experience and knowledge
on the Board. The Company will also take into account its
own business model and specific needs from time to time.

BOARD COMMITTEES

The Board has established various committees, including a
Remuneration Committee, an Audit Committee and a
Nomination Committee, each of which has its specific
written terms of reference, which are available on the
websites of the Stock Exchange and the Company. Copies
of minutes of all meetings and resolutions of the committees,
which are kept by the Company Secretary, are circulated
to all Board members and the committees are required to
report back to the Board on their decisions and
recommendations where appropriate.
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Audit committee

The main role and functions of the Audit Committee is to
assist the Board in fulfilling its audit duties through the
review and supervision of the Company’s financial reporting,
risk management and internal control systems. The Audit
Committee shall also have the following responsibilities,
power and discretion, among others, reviewing the financial
information of the Company, overseeing the Company’s
financial reporting system and internal control procedure,
and maintaining relations with the auditor of the Company.
The Audit Committee has also been delegated with the
responsibilities to oversee the corporate governance
functions, which include developing,
monitoring the Company’s policies and practices on
corporate governance, legal and regulatory requirements
compliance; and reviewing the Company’s compliance with
the corporate governance code and disclosure in the
Corporate Governance Report. A new Terms of Reference
of the Audit Committee was adopted on 30 March 2016 so
as to ensure the function of overseeing financial reporting
system, risk management and internal control systems can
be properly performed by the Audit Committee.

reviewing and

During the Year under Review and up to the date of this
annual report, the Audit Committee mainly performed the
following duties:

° reviewed the Group’s audited annual results for the
years ended 31 December 2016 and 2017 and the
unaudited interim results of the Group for the six
months ended 30 June 2017, met with external
auditors without presence of executive Directors to
discuss such interim and annual results, also any
significant matters need to be reflected in such
accounts and reports and qualified opinion for 2016
and 2017 audited annual results and qualified
conslusion for 2017 interim results respectively, and
was of the opinion that the preparation of the relevant
financial statements complied with the applicable
accounting standards and requirements and that
adequate disclosure has been made;
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° reviewed the accounting principles and practices

adopted by the Group;

° recommended the appointment of the external
auditors;
° assisted the Board in meeting its responsibilities for

maintaining an effective system of internal control and
risk management; and

° assessed the impact on the Group in respect of
unconsolidated of subsidiary namely Xiamen Sunflower
Mingde Business Services Co. Ltd. for the year ended
31 December 2015 and for the period from 1 January
2016 to 9 March 2016 (date of disposal) with reference
to the reports prepared by an independent accountants.

During the Year under Review, the Audit Committee held
four meetings and the details of attendance was set out
on page 27 of this annual report.

As at the date of this annual report, the Audit Committee
composed of three independent non-executive Directors,
Mr. Miu Frank H. (chairman of the Audit Committee), Dr.
Santos Antonio Maria and Ms. Liu Jianyi.

Nomination committee

The Nomination Committee was established with the
primarily responsibilities of reviewing the structure, size and
composition of the Board, identifying and recommending
individuals nominated for directorships, assessing the
independence of independent non-executive Directors,
monitoring the implementation of and reviewing the Board
Diversity Policy so as to ensure its effectiveness.

During the Year under Review, the Nomination Committee
held one meeting, among others, to consider the appointment
of proposed Directors, review of the existing structure, size
and composition of the Board and accessed the independence
of independent non-executive Directors. The details of
attendance was set out on page 27 of this annual report.
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As at the date of this annual report, the Nomination
Committee composed of three independent non-executive
Directors, Ms. Liu Jianyi (chairman of the Nomination
Committee), Dr. Santos Antonio Maria and Mr. Miu Frank H..

Remuneration committee

The Remuneration Committee of the Company was set up
with key responsibilities of, among others, recommending
to the Board on the Group’s policy and structure for the
remuneration of all Directors and senior management and
on the remuneration packages of individual executive
Directors and senior management.

During the Year under Review, the Remuneration Committee
held one meeting, among others, to make recommendation
to the Board of the remuneration package regarding the
newly appointed Director. The details of attendance was
set out on page 27 of this annual report.

As at the date of this annual report, the Remuneration
Committee composed of three independent non-executive
Directors, Ms. Liu Jianyi (chairman of the Remuneration
Committee), Dr. Santos Antonio Maria and Mr. Miu Frank H..

Details of the remuneration of each Director for the Year
under Review are set out in note 16 to the consolidated
financial statements contained in this annual report.

CORPORATE GOVERNANCE FUNCTIONS
The Board is responsible for preforming the functions set
out in the code provision D.3.1 of the CG Code.

During the Year under Review, the Board has reviewed the
Company’s corporate governance policies and practices,
training and continuous professional development of
Directors and senior management, the Company’s policies
and practices on compliance with legal and regulatory
requirements, the compliance of the Model Code and CG
Code and disclosure in this corporate governance report.
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RISK MANAGEMENT AND INTERNAL
CONTROL

The Board is committed to complying with legal and
regulatory requirements in relation to governance, risk
management, compliance and internal control of operations
of the Company. The Board acknowledges that it has overall
responsibility for evaluating and determining the nature and
extent of the risks it is willing to take to achieve the
Company’s strategic objectives, and establishing and
maintaining appropriate and effective risk management and
internal control systems.

The Board, supported by the Audit Committee as well as
the management of the Company, engaged an independent
advisory firm to conduct a review of the Company’s risk
management and internal control systems, including the
financial, operational and compliance controls, for the year
ended 31 December 2017. The review also covered but not
limited to the adequacy of resources in accounting, financial
reporting and internal audit functions, as well as the
adequacy of staff qualifications and experience.

The Board and Audit Committee are sufficiently versed in
governance, risk management, compliance and internal
control. Risk management is reviewed by the management
of the Company according to its functional needs. The
business structure is top-down and hierarchical. The
Company is committed to the compliance with relevant legal
and regulatory requirements. Risk analysis mainly focuses
on the current strategic, financial and operational situation
of the Company.

In setting up the risk management and internal control
systems, the Company’s objectives are as follows:

° Identify risks that may potentially impact the
Company’s performance

o Introduce appropriate controls to manage identified
risks
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° Provide the Board and management of the Company
with reasonable assurance that the Company’s
business objectives will be achieved

An independent risk assessment and internal control review
of the adequacy and effectiveness of the risk management
and internal control systems has been performed by an
independent advisory firm during the year. This review has
been conducted based on risk parameters such as the
probability and hazard of the risks, critical points that may
trigger the risk control measures, and the prioritization of
risk control, among others. Relevant information has been
collected through the management during the assessment
period to classify and analyse the risk sources identified
and to make reasonable estimates about the probability of
the risks as well as the losses they may generate.

The risk management function in place in the Company is
largely top-down, involving the Board, the Audit Committee,
and key business units. All these play an important role in
ensuring that risks are properly managed. During the
independent review, key issues in relation to financial,
information technology, operational and compliance controls
and risk management functions have been examined, on
which findings and recommendations for improvement have
been provided to the Audit Committee.

The Company has carried out improvement measures in
accordance with the findings of the review during the year,
and it is expected that ongoing review of the same nature
will be conducted in subsequent years.

The Company identifies risks from a long-term perspective
instead of concentrating only on medium and short-term
risks. It has entered a strategic alliance with Enerchina for
the promotion, advancement and development of their
mutual financial services business. Enerchina and the
Company will exchange knowledge on risk management
and internal controls, as well as refer business opportunities,
share market intelligence for the mutual benefit of our
businesses.
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The Board together with the management is confident in
complying with the Listing Rules and SFC requirements.
The Company considers that being a Hong Kong listed
company is a competitive advantage for attracting potential
clients and business partners. Thus, the Company’s
reputation is vital in boosting its business in financial
services.

Compliance with relevant laws and regulations is essential
for the Company. The management of the Company are
experienced in the banking and corporate finance industries.
Employees of the brokerage firm are qualified traders and
are encouraged to strictly follow the “Code of Conduct for
Persons Licensed by or Registered with the Securities and
Futures Commissions”, and abide with various securities
insider trading regulations. The Board has considered the
level of attention that the Company has given to compliance,
and assessed that the risk of violations or breaches remains
low.

The Board has also assessed the Company from the financial
prospective. As stated in this annual report, most of the
business transactions, assets and liabilities of the Company
are recorded in both HKD and USD. The Company’s exposure
to currency risk has been minimal as the Hong Kong dollar
is pegged to the United States dollar. Although the Company
has not entered into any hedging or other instrument to
reduce currency risks, the management closely monitors
the Company’s exposure to the fluctuation of exchange rates
and taken appropriate measures as necessary to minimise
any adverse impact that may be caused by such fluctuation.
The current financial position of the Company is assessed
to be healthy. The Company’s prospect for future business
growth was assessed to be positive. The cash flow, liquidity,
accounts receivable and the accounts payable were well-
managed. The Company has closely monitored the financial
position and maintained sufficient cash balances for the
business operations, and will continue to do so to ensure
the financial status of the Company is healthy.
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Currently, John & Wong relies on the software for securities
trading. The procurement and maintenance of the software
is outsourced to a vendor authorised by the SFC, which
reduces the risk of instability of the trading system. John
& Wong does not engage in online securities trading, and
has no plan to develop securities trading on the internet in
the near future. As the size of the John & Wong’s customer
base and its securities trading business continue to expand,
the Company may consider outsourcing the development
of an internet trading platform to external software
companies.

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

In general, the Company has established and maintained
appropriate and effective risk management and internal
control systems for the year ended 31 December 2017.

AUDITOR INDEPENDENCE AND
REMUNERATION

Crowe Horwath (HK) CPA Limited (“Crowe Horwath”) has
been appointed by the Board on 2 February 2017 as the
new auditor of the Group to fill the casual vacancy
occasioned by the resignation of Deloitte Touche Tohmatsu
for the financial year ended 31 December 2016, Crowe
Horwath was retired and was re-appointed as the auditor
of the Group at annual general meeting of the Company
held on 26 May 2017. Save as disclosed above, there was
no change in auditors of the Company in any of preceding
three years.

Crowe Horwath, as the external auditor of the Company for
the year ended 31 December 2016 attended the 2016 annual
general meeting of the Company to response to any enquiries
about the conduct of the audit, the preparation and content
of the independent auditor’s report and the auditor’s
independence.
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During the Year under Review, remuneration in respect of
audit and non-audit services provided by Crowe Horwath
to the Group was approximately HK$1,200,000 and
approximately HK$500,000 respectively.

The Audit Committee is mandated to monitor the
independence of the external auditor to ensure the objectivity
in the financial statements. Members of the Audit Committee
are of the view that the Company’s external auditor is
independent.

DIRECTORS’ AND AUDITOR’S
RESPONSIBILITY FOR FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for preparing
the financial statements of the Company for the Year under
Review. The auditor of the Company acknowledges its
reporting responsibilities in the auditor’s report on the
financial statements for the Year under Review. The
statement made by the auditor of the Company regarding
their reporting responsibilities on the financial statements
is set out in the Independent Auditor’s Report on pages 53
to 66 of this annual report.

COMPANY SECRETARY

Ms. Liu Tsui Fong (“Ms. Liu”) was appointed as the Company
Secretary on 16 August 2016. Ms. Liu is a fellow member
of The Association of Chartered Certified Accountants and
The Hong Kong Institute of Certified Public Accountants
and an associate member of The Hong Kong Institute of
Company Secretaries and The Institute of Chartered
Secretaries and Administrators.

The Company Secretary assists the Board in preparing the
agenda of the Board meetings and ensures all relevant rules
and regulations of the procedures of such meeting are
complied with. The Company Secretary files for and
maintains the detailed minutes of each Board meeting, and
makes such minutes available and accessible for all
Directors.
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According to Rule 3.29 of the Listing Rules, the Company
Secretary has taken not less than 15 hours of relevant
professional training for the Year under Review.

INVESTOR RELATIONS

Constitutional documents

During the Year under Review, the Company did not make
any changes to the memorandum of association of the
Company and Bye-laws, and the current version of which
are available on the websites of the Stock Exchange and
the Company.

COMMUNICATION WITH SHAREHOLDERS

The Board recognises the importance of good and effective
communication with its shareholders. Information in relation
to the Group is disseminated to the Shareholders in a timely
manner through a number of formal channels, which include
interim reports, annual reports, announcements, notices and
circulars, which are published on the website of the Stock
Exchange and the Company’s own website (www.imagi.com.hk).

The Company’s annual general meeting is a valuable forum
for the Board to communicate directly with the Shareholders.
The Directors actively seeks to participate at the annual
general meeting and to answer any questions from the
Shareholders. A circular for annual general meeting is
distributed to all Shareholders at least either 21 calendar
days or 20 clear business days, whichever is longer, prior
to annual general meeting, setting out details of each
proposed resolution, voting procedures (including procedures
for demanding and conducting a poll) and other relevant
information.
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SHAREHOLDERS’ RIGHTS
Set out below is a summary of certain rights of the
Shareholders.

Way to convene a special general meeting

According to Bye-law 58, Shareholder(s) holding at the date
of the requisition not less than one-tenth of the paid-up
capital of the Company carrying the right of voting at general
meetings of the Company shall at all times have the right
to require a special general meeting to be called by the
Board. The requisition shall be in writing stating the purposes
of the meeting, signed by the requisitionists, addressed to
the Board or the Company Secretary and deposited at the
principal place of business in Hong Kong of the Company.

In accordance with the law of Bermuda, if the Board do
not within twenty-one days from the date of the deposit of
the requisition proceed duly to convene a meeting, the
requisitionists, or any of them representing more than one
half of the total voting rights of all of them, may themselves
convene a meeting, but any meeting so convened shall not
be held after the expiration of three months from the said
date.

Procedures for putting enquiries to the Board
Shareholders may at any time put their enquires to the
Board in writing by sending to the principal place of business
in Hong Kong of the Company or to the email address
investor@imagi.com.hk for the attention of the Board or the
Company Secretary.

Annual Report 2017 IMAGI INTERNATIONAL HOLDINGS LIMITED

B SRR
BRZHZETRFIBRMNT -

BRERFBAEZEBMAR
RIBEARMAESSF REXAFEEARHA
PORARBEHRBA+ 72— AR
ARBBERAEG LREZHEMZBR - IR
ERBRETEARBREN ARG -AFEAR
NEMMREHEN BHFERBRIER
RARBBZ T EEEME WHARESE
HAEE

REEREEN HWEFEXNKIBFSE
“tT-HAREBEZR/LHEAHERE AEEX
HHEANEFARERYE CHFE JBTTAE
Mg HEAETABRAZEMERTFRA
bt AEAERT =@ A fEmit E R -

NEEEREEHZER
BRABERAEAFAMNESTGREENRN &
AXHRAIFEARARRIRERE 2 T ELE MBS
3% & B 1 ¥ finvestor@imagi.com.hk * I
HTAREEFERAAWE -



CORPORATE GOVERNANCE REPORT

Procedures for putting forward proposals at
Shareholders’ meeting

In accordance with the law of Bermuda, Shareholders
representing (a) not less than one-twentieth of the total
voting rights of all the Shareholders having at the date of
the requisition a right to vote at the meeting; or (b) not less
than one hundred Shareholders shall have the right to put
forward resolution to be dealt with at a meeting at their
own expense.

The requisition shall be in writing stating (a) the proposed
resolution(s) to be dealt with; and (b) a statement of not
more than one thousand words with respect to the matter
referred to in the proposed resolution(s) (if any), signed by
the requisitionists, addressed to the Board or the Company
Secretary and deposited at the principal place of business
in Hong Kong of the Company.

The Board will give the Shareholders notice of the proposed
resolution(s) and circulate any statement relating to the
proposed resolution(s).

CORPORATE GOVERNANCE ENHANCEMENT
Enhancing corporate governance is not simply a matter of
applying and complying with the CG Code but about
promoting and developing an ethical and healthy corporate
culture. We will continue to review and, where appropriate,
improve our current practices on the basis of our experience,
regulatory changes and developments. Any views and
suggestions from our shareholders are also welcome.
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The Directors present the annual report and the audited
consolidated financial statements of the Company for the
Year under Review.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The
activities of its principal subsidiaries are set in note 43 to
the consolidated financial statements.

RESULTS AND DIVIDEND

The results of the Group for the Year under Review are set
out in the consolidated statement of profit or loss and other
comprehensive income on pages 67 to 69.

The Directors do not recommend the payment of a dividend
for the Year under Review (2016: Nil).

BUSINESS REVIEW

A review of the business of the Group for the Year under
Review, which includes a discussion of financial and
operational review and particulars of important events
affecting the Group that have occurred during the Year under
Review and up to the date of this annual report, is set out
in the sections “Chairman’s Statement” and “Management
Discussion and Analysis” of this annual report. The review
forms part of this directors’ report.

FINANCIAL SUMMARY

A summary of the results and assets and liabilities of the
Group for the last five financial years, as extracted from
the published audited financial statements, is set out on
page 232. Such summary does not form part of the audited
financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment
of the Group during the Year under Review are set out in
note 19 to the consolidated financial statements.
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SHARE CAPITAL

Details of the movements in share capital of the Company
during the Year under Review are set out in note 34 to the
consolidated financial statements.

DISTRIBUTABLE RESERVES

Details of movements in reserves of the Group and the
Company during the Year under Review are set out in the
consolidated statement of changes in equity on pages 72
to 75 and note 42 to the consolidated financial statements
respectively. During the Year under Review, no reserves had
been utilised for distribution. As at 31 December 2017, the
Company’s reserves that were available for distribution to
the Shareholders amounted to HK$750,138 (2016:
HK$1,061,415,000).

PLEDGE OF ASSETS

As at 31 December 2017, held-for-trading investments and
available-for-sale investments of approximately HK$432
million and HK$43 million respectively (31 December 2016:
held-for-trading investments of approximately HK$586
million) was pledged to a financial institution to secure
margin financing facilities provided to the Group.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Bye-laws or the laws of Bermuda, which would oblige the
Company to offer new Shares on a pro-rata basis to existing
Shareholders.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES OF THE COMPANY

During the Year under Review, neither the Company nor
any of its subsidiaries purchased, sold or redeemed any of
the listed securities of the Company.
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MAJOR CUSTOMERS AND SUPPLIERS
Relationship is the fundamentals of the business. In view
of the operation of the business, the Group did not have
any major customer and supplier that have significant
influence on the operations. However, the Group strived to
maintain fair and co-operating relationship with the
customers and suppliers.

STAKEHOLDER ENGAGEMENT

Continuous dialogue is maintained with stakeholders that
include customers, employees, regulators and the public.
The Company seeks to balance the views and interests of
these various stakeholders through constructive conversations
with a view to charting a course for the long-term prosperity
of the Company and the communities we touch.

Employees

Hard-working and dedicated employees are the backbone
of a company. The Company treasures its loyal and
industrious staff members. In addition, it adopts non-
discriminatory hiring and employment practices and strives
to provide a safe and healthy workplace.

Government/Community

We recognised the importance of contributing within the
local community and we encourage our people to develop
close links with charities, schools and other institutions,
both locally and nationally, to help to build more economically
sustainable local environments. Strenuous efforts are exerted
to ensure compliance with the laws and regulations of the
jurisdictions in which the Company operates.
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DIRECTORS
The Directors during the Year under Review and up to the
date of this annual report are as follows:

Executive Directors
Mr. Kitchell Osman Bin
(Acting Chairman)

Mr. Shimazaki Koji

Ms. Choi Ka Wing

Mr. Wong Yat Fai (resigned on 10 April 2017)

Independent non-executive Directors

Dr. Santos Antonio
Maria

Mr. Miu Frank H.

Ms. Liu Jianyi

Mr. Chow Chi Wah
Vincent

Dr. Kwong Kai Sing
Benny

(appointed 4 May 2017)
(resigned on 10 April 2017)

(resigned on 4 May 2017)

In accordance with Bye-law 87 of the Bye-laws, at each
annual general meeting, at least one-third of the Directors
for the time being (or, if their number is not a multiple of
three (3), the number nearest to but not less than one-third)
shall retire from office by rotation, provided that every
Director (including those appointed for specific term) shall
be subject to retirement at an annual general meeting at
once every three years. Accordingly, Dr. Santos Antonio
Maria, Mr. Miu Frank H. and Mr. Kitchell Osman Bin will be
retired from office as an independent non-executive Directors
or executive Director respectively and offer themselves for
re-election at the forthcoming annual general meeting.

DIRECTORS’ SERVICE CONTRACTS AND
REMUNERATION

None of the Directors proposed for re-election at the
forthcoming annual general meeting has a service contract
with the Group which is not determinable by the Group
within one year without payment of compensation (other
than statutory compensation).
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The Director’s remuneration policy is determined by the
Board with recommendation of the Remuneration Committee
of the Company and in accordance to market level, individual
qualifications, as well as contribution and commitments to
the Company. Details of the emoluments of the Directors
and five individuals with highest remuneration are set out
in note 16 and note 17 to the consolidated financial
statements.

INDEPENDENT NON-EXECUTIVE DIRECTORS
The Board has received from each of the independent non-
executive Directors an annual confirmation of independence
pursuant to Rule 3.13 of the Listing Rules and considers
all of them to be independent.

PREMITTED INDEMNITY PROVISION

Pursuant to the Company’s bye-laws, subject to the relevant
statutes, every Director of the Company shall be indemnified
and secured harmless by the Company from and against
all actions, cost, charges, losses, damages and expenses
which they incur in the execution of their duty or supposed
duty. Such provisions were in force during the course of
the financial year ended 31 December 2017 and remained
in force as of the date this report.

In addition, the Company has taken out and maintained
insurance for the Directors against liabilities to third parties
that may be incurred in the course of performing their duties
as at the date of this report.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING
SHARES AND/OR DEBENTURES

As at 31 December 2017, interests and short positions in
the Shares, underlying Shares and/or debentures of the
Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong) (“SFO”)) held by
the Directors and chief executives of the Company which
have been notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of SFO (including
interests and short positions which were taken or deemed
to have under such provisions of the SFO) or have been
entered in the register maintained by the Company pursuant
to section 352 of the SFO, or otherwise have been notified
to the Company and the Stock Exchange pursuant to the
Model Code to the Listing Rules are as follows:
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Long positions in the Shares RERGBZHERE
Approximate%
of the
Company’s
Number of issued
Shares share capital
Name of Director Capacity held (Note 1)
HARRQ T E BT
BAEABHEDH
EE=ERB 54 ZiE=34vig =] (Hfax1)
Mr. Kitchell Osman Bin Beneficial owner 975,000 0.14%
Kitchell Osman Binst 4 EnlEEA
Ms. Choi Ka Wing Beneficial owner 600,000 0.09%
BERFAXNL EnBEAA
Note: it -
1. It was based on 689,421,572 Shares in issue as at 31 1. WhHhER-_ET—+F+-_A=Z+—HZ

December 2017.
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Save as disclosed above, as at 31 December 2017, none
of the Directors or chief executive of the Company or any
of their associates had any interests or short positions in
the Shares, underlying Shares and/or debentures of the
Company or any of its associated corporation (within the
meaning of Part XV of the SFO) which would be required
to be notified the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO, or
which would be required, pursuant to section 352 of the
SFO, to be entered in the register referred to therein, or
otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

ARRANGEMENT TO PURCHASE SHARES AND
DEBENTURES

Apart from the details as disclosed under the heading
“Directors’ Interests and Short Positions in Shares,
Underlying Shares and/or Debentures” above, at no time
during the Year under Review was the Company or any of
its subsidiaries, a party to any arrangement to enable the
Directors to acquire benefits by means of the acquisition
of Shares in, or debentures of, the Company or any other
body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No contract of significance to which the Company or any
of its subsidiaries was a party and in which a Director had
a material interest, whether directly or indirectly, subsisted
at the end of the year or at any time during the Year under
Review.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN SHARES AND/OR
UNDERLYING SHARES

As at 31 December 2017, as far as known to the Directors
or chief executive of the Company, the following persons
(other than the Directors or chief executive of the Company)
had interests or short positions in the Shares and/or
underlying Shares of the Company which would fall to be
disclosed to the Company under provisions of Divisions 2
and 3 of Part XV of the SFO, or which were recorded in
the register required to be kept by the Company under
section 336 of the SFO are as follows:
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FTERRRROR SERERG 22

mRKRR

MR-ZT—+F+-_A=+—80 BEEHLAAQ
AERSITBRABRM U NAL(EERARQT]
BEITBRABBRINRARRRG &, EE8
B A7 B B AR IR 3B 5 R A E AR I SEXVER 52
K35 BAE M AN A 7 BE sk iR 8 A A AR
EEA LG IENEIB6ETE 2 B
WmIOKBIAT :

Long positions in the Shares REBRPZEFE
Approximate%
of the
Company’s
Number of issued
Shares share capital
Name of Shareholders Capacity held (Note 1)
EEQXFEBITR
AN B DL
IREREE 4 B A (Ktat1)
Enerchina Holdings Limited Interest of controlled corporation 136,354,200 19.78%
BRI EEARA R A A REGEE R
Murtsa Capital Management Beneficial owner 47,500,000 6.89%
Limited
Murtsa Capital Management EmEEA
Limited
Advance Beauty Holdings Limited Beneficial owner 44,175,200 6.41%

(Note 2)
Advance Beauty Holdings Limited ZiE#EA A
(Ktat2)

Notes:

1. It was based on 689,421,572 Shares in issue as at 31
December 2017.

2. Advanced Beauty Holdings Limited is a company legally and
beneficially owned as 50% by Mr. Shan Jiuliang and 50%
by Ms. Zhang Peng, former executive Directors.
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2. Advance Beauty Holdings Limited& m &
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Save as disclosed above, as at 31 December 2017, the
Directors were not aware of any persons (other than the
Directors and chief executive of the Company) who had
any interests or short positions in the Shares and/or
underlying Shares which would fall to be disclosed under
Divisions 2 and 3 of Part XV of the SFO, or which were
recorded in the register required to be kept by the Company
under section 336 of the SFO.

SHARE OPTIONS

The Company adopted a share option scheme on 16 August
2002 (the “2002 Scheme”). Pursuant to an ordinary resolution
passed at an annual general meeting held on 11 June 2012,
the Company terminated the 2002 Scheme and adopted a
new share option scheme (the “2012 Scheme”), the purpose
of which is to reward eligible participants who have
contributed or are expected to contribute to the Group and
to encourage the participants to work towards enhancing
the value of the Company and it Shares for the benefit of
the Company and its Shareholders as a whole. Particulars
of the 2002 Scheme and the 2012 Scheme are set out in
note 35 to the consolidated financial statements. No further
option shall be granted under the 2002 Scheme and all
outstanding options granted under the 2002 Scheme prior
to its termination were lapsed during the year ended 31
December 2015.

A summary of the movements of the share option granted
or cancelled under the 2012 Scheme during the Year under
Review is set in note 35 to the consolidated financial
statements.

DIRECTORS’ INTERESTS IN A COMPETING
BUSINESS

During the Year under Review and up to the date of this
annual report, no Director is considered to have interests
in a business which competes or is likely to compete, either
directly or indirectly, with the businesses of the Group, as
defined in the Listing Rules.
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MANAGEMENT CONTRACTS

No contracts for management and administration of the
whole or any substantial part of any business of the Company
were entered into or existed during the Year under Review.

CONNECTED TRANSACTIONS

Save as disclosed elsewhere in this annual report, the
Directors are not aware of any connected transactions or
continuing connected transactions entered into during the
Year under Review and existed as at 31 December 2017
that are not exempt and are subject to the reporting
requirements under Chapter 14A of the Listing Rules.

COMPLIANCE WITH REGULATIONS

As far as the Directors are aware, during the Year under
Review and up to the date of this annual report, the Group
has complied in material respects with the relevant laws
and regulations that have a significant influence on its
business and operations.

SOCIAL RESPONSIBILITIES AND SERVICES
AND ENVIRONMENTAL POLICY

The Group recognises the importance of environmental
sustainability against modern ecological challenges.
Therefore, the Group committed to the long-term sustainability
of its businesses and the communities with which it engages.
We pursue this business approach by managing our business
prudently and executing management decisions with due
care and attention.

The Group is committed to acting in an environmentally
responsible manner. Recycling and use of eco-friendly
stationery, plus a series of measures to save paper and
energy, resulted in more efficient use of resources, as well
as reduction of waste.
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In view of the nature of the business of the Group, the
Directors are of the opinion that no specific laws and
regulations related to environmental protection has significant
impact on the operations of the Group.

CORPORATE GOVERNANCE

Details of the corporate governance practice of the Company
are set out in the section headed “Corporate Governance
Report” in this annual report.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors as at
the date of this annual report, the Company has maintained
sufficient public float as required under the Listing Rules.

AUDITOR

The financial statements of the Group for the year ended
31 December 2015 was audited by Deloitte Touche
Tohmatsu, while those for the years ended 31 December
2016 and 2017 were audited by Crowe Horwath (HK) CPA
Limited who shall retire in the forthcoming annual general
meeting and, being eligible, offer themselves for re-
appointment.

A resolution will be submitted to the forthcoming annual

general meeting to re-appoint Crowe Horwath (HK) CPA
Limited as auditor of the Group.

On behalf of the Board
Kitchell Osman Bin
Acting Chairman

Hong Kong, 23 March 2018
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INDEPENDENT AUDITOR’S REPORT

INDEPENDENT AUDITOR’S REPORT TO THE
SHAREHOLDERS OF IMAGI INTERNATIONAL HOLDINGS
LIMITED

(incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of
Imagi International Holdings Limited (“the Company”) and
its subsidiaries (“the Group”) set out on pages 67 to 231,
which comprise the consolidated statement of financial
position as at 31 December 2017, and the consolidated
statement of profit or loss and other comprehensive income,
the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

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

As detailed in the auditor’s report dated 31 March 2017
and note 25 to the consolidated financial statements, the
Group has not been able to access the books and records
of a wholly-owned subsidiary, EFIEEREEEREEREA
Al (Xiamen Sunflower Mingde Business Service Co. Ltd.
(“Xiamen Sunflower”)), since November 2015 as a result of
the loss of contact with a former executive director of the
Company who was also the legal representative and sole
director of Xiamen Sunflower. Against this background, the
financial statements of Xiamen Sunflower have not been
consolidated in the consolidated financial statements for
the year ended 31 December 2015 and up to 9 March 2016
(the date of disposal) during the year ended 31 December
2016 and accordingly the consolidated financial statements
have not been prepared in all material respects in accordance
with HKFRSs. In the absence of reliable financial information
of Xiamen Sunflower for the period from 1 January 2016 to
the date of disposal, it is not practicable for us to quantify
the effects of the departure from the requirement of HKFRS
10 on the consolidated financial statements for the year
ended 31 December 2016, including the amount in relation
to the gain or loss on disposal, or to assess whether the
disclosures with respect to Xiamen Sunflower in the notes
to the consolidated financial statements were appropriate.
Any adjustment that would be required may have a
consequential significant effect on the loss and total
comprehensive expense attributable to the owners of the
Company for the year ended 31 December 2016. Our audit
opinion on the consolidated financial statements for the
year ended 31 December 2016 was qualified accordingly.

Our opinion on the consolidated financial statements for
the current year is also modified because of the possible
effect of the matter on the comparability of the current
period’s figures and the corresponding figures.
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BASIS FOR QUALIFIED OPINION (continued)

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

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period.
These matters were addressed in the context of our audit
of the consolidated financial statements as a whole, and in
forming our opinion thereon, and we do not provide a
separate opinion on these matters. In addition to the matters
described in the basis for qualified opinion section, we have
determined the matters described below to the key audit
matters to be communicated in our report.
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KEY AUDIT MATTERS (continued)

Purchase price allocation of a business combination

note 3() on pages 108 to 113.

Refer to notes 4(e) and 39 to the consolidated financial statements and the accounting policies note 3(k) and

The Key Audit Matter

How the matter was addressed in our audit

During the year, the Group acquired the entire
interest in John & Wong Securities Company Limited
(“John & Wong”) at a consideration of HK$14,509,000.
As at 28 February 2017 (the acquisition date),
goodwill and the trading rights held in the Stock
Exchange of Hong Kong Limited (the “Trading
Rights™) were recognised.

The Group engaged an independent external valuer
to perform the purchase price allocation on the fair
values of the consideration transferred, identifiable
assets acquired and liabilities assumed. The valuation
of purchase price allocation involved significant
assumptions and basis adopted by the independent
external valuer.

We identified the valuation of purchase price
allocation as a key audit matter as it requires
significant judgement made by management.

Our procedures in relation to the valuation
methodologies and assumptions used in the
purchase price allocation included:

- we examined the terms of the relevant sale
and purchase agreement;

- we assessed the valuation methodologies
adopted for the purpose of determining the
fair values of the considerations transferred,
the identifiable assets acquired and liabilities
assumed;

- we benchmarked the key parameters against
market data;

- we considered the independence, objectivity
and competence of the independent
external valuer; and

- we assessed the adequacy of disclosure in
connection with the business combination.
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KEY AUDIT MATTERS (continued)

Impairment assessment of goodwill and intangible assets

Refer to notes 4(a), 4(b), 20 and 21 to the consolidated financial statements and the accounting policies note
3(k) and 3(n) on pages 108 to 110 and 122 to 124 respectively.

The Key Audit Matter

How the matter was addressed in our audit

As a results of the acquisition of John & Wong during
the year, the Group recognised goodwill and the
Trading Rights being classified as intangible asset.

We identified the impairment assessment of goodwill
and the Trading Rights, as a key audit matter due
to that significant judgement exercised by the
Group’s management on the estimation of the
recoverable amount of the cash-generating unit to
which goodwill and the Trading Rights have been
allocated.

Goodwill and the Trading Rights have been allocated
to the respective cash generating unit. Impairment
of goodwill and the Trading Rights are assessed by
the management through comparing the recoverable
amounts of the cash generating unit to which the
goodwill and the Trading Rights are allocated with
their carrying amounts. The recoverable amount is
the greater of value in use or fair value less costs
of disposal. In determining the value in use, the
management estimates based on discounted cash
flows taking into account key assumptions including
discount rate, future growth rate and expected gross
margin.

The Group’s goodwill and the Trading Rights as at
31 December 2017 amounted to HK$Nil and
HK$859,000 respectively.

Our procedures in relation to the impairment
assessment of goodwill and the Trading Rights
held in the Stock Exchange included:

we understood the key control in relation
to the impairment assessment of goodwill
and the Trading Rights and determined the
recoverable amounts of the cash generating
unit;

we evaluated the competence, capabilities
and objectivity of independent external
valuer engaged by the Group;

we evaluated the reasonableness of key
assumptions used in the value in use
calculation against historical performance
and future business plan of the Group in
respect of the cash generating unit and
checked its arithmetical accuracy;

we tested the key inputs used in the
discounted cash flows against the relevant
supporting evidences and approved
budgets; and

we evaluated the sufficiency of the relevant
disclosure of impairment assessment in the
consolidated financial statements.
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B 2 AR

KEY AUDIT MATTERS (continued)

Valuation of convertible notes

pages 113 to 122.

Refer to notes 4(c) and 29 to the consolidated financial statements and the accounting policies note 3(m) on

The Key Audit Matter

How the matter was addressed in our audit

Convertible notes receivable amounted to
HK$19,293,000 as at 31 December 2017 are
designated as at fair value through profit or loss.
The assessment of the fair value of convertible notes
receivable that are not publicly traded involves
valuation techniques using unobservable inputs,
which require significant estimation and judgement
that can have a significant effect on the asset’s
valuation. The valuations of the convertible notes
receivable were carried out by an independent
professional valuer.

Our procedures in relation to valuation of
convertible notes included:

we understood the terms of issue of
convertible notes receivable;

we obtained the information upon which the
valuations were based and challenged the
suitability of this information as the basis
for valuation;

we evaluated the competence, capabilities
and objectivity of independent external
valuer engaged by the Group;

we evaluated the key input used, including
risk-free rate, volatility and default rate;

we performed sensitivity analysis on
assumptions and input data used; and

we evaluated the sufficiency of the relevant
disclosure in relation to the convertible
notes valuation in the consolidated financial
statements.
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B 2 AR

INFORMATION OTHER THAN THE
CONSOLIDATED FINANCIAL STATEMENTS AND
AUDITOR’S REPORT THEREON

The directors are responsible for the other information. The
other information comprises all the information included in
the 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.

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

Annual Report 2017 IMAGI INTERNATIONAL HOLDINGS LIMITED

BRGEMBHRRREBEAREUMNE
*sl.

ESHHMENAR HMENBRERFRTA
BER BETBREEEWHRA LR FINZE
B ¥R 25 o

BPESEEBRERNELTRERMBER
B APIIE A 1t B RAE AT AR RAE A ©

REPEEEMBERROEZN S HAANE
ERMELMER YRAKEBEMENEE
HGAMBRRARMERTZBRETESNT
BEEEA T —HHBEUBREKXRE -

HEERBMETHNIE RMURAZEAME
BEEERRERL AIRMAREZEE-

B UL T AR AR A e e

ESUGSURRRNEE

EZRARBEEBSHMAERHOEENK
HEEI BB RGN ERERHIGE
BBHmER NSHEEVBERRIELEEMAF
MR REEERSDENAERZES - AE
REVBRR T FHEANRFFRERM G
BRKRERA -



INDEPENDENT AUDITOR’S REPORT

RESPONSIBILITIES OF THE DIRECTORS FOR
THE CONSOLIDATED FINANCIAL STATEMENTS
(continued)

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

The directors are assisted by the Audit Committee in
discharging their responsibilities for overseeing the Group’s
financial reporting process.

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

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

Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with
HKSAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated
financial statements.
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B 2 AR

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

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

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

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

° Evaluate the appropriateness of accounting policies

used and the reasonableness of accounting estimates
and related disclosures made by the directors.
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INDEPENDENT AUDITOR’S REPORT

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT

OF

THE CONSOLIDATED FINANCIAL

STATEMENTS (continued)

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

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

Obtain sufficient appropriate audit evidence regarding
the financial information of the entities or business
activities within the Group to express an opinion on
the consolidated financial statements. We are
responsible for the direction, supervision and
performance of the group audit. We remain solely
responsible for our audit opinion.
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B 2 AR

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

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

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

From the matters communicated with the Audit Committee,
we determine those matters that were of most significance
in the audit of the consolidated financial statements of the
current period and are therefore the key audit matters. We
describe these matters in our 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.

The engagement director on the audit resulting in this
independent auditor’s report is Poon Cheuk Ngai.

Crowe Horwath (HK) CPA Limited
Certified Public Accountants
Hong Kong, 23 March 2018

Poon Cheuk Ngai
Practising Certificate Number P06711
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CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME
SERERREMEEHBAR

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

2017 2016
—E—tfF —T-REF
Notes HK$’000 HK$’000
HiaE FERT FAET
Revenue Wz 8 1,822 1,132
Net realised losses from sales HEDHEAFIEEEN LT
of listed equity investments AR E 2 B F IR IR FEE
classified as held-for-trading 8 (87,589) (19,085)
(85,767) (17,953)
Other income HAp U A 9 5,726 4,626
Other (loss)/gain Hith (&518) MW= 10 (18,265) 40,527
Losses from changes in fair PRERFEEENKREEZ
value of financial assets NEEBEE
classified as held-for-trading (236,238) (71,661)
Impairment loss of goodwill B R EEE (5,878) -
Impairment loss of intangible — #EFEE 2 REEE
assets (2,072) -
Impairment loss of available- At HEIRE 2 BEEE
for-sale investments (64,638) (79,273)
Forfeiture of a deposit paid WE—MBEFEARIENIRE
for acquisition of a target R
company 11 - (150,000)
Administrative expenses TBE (41,407) (133,987)
Loss from operations KEER (448,539) (407,721)
Finance costs R IDWN 12 (158) (2,530)
Share of loss of a joint venture E{E—RIAZEDEERE (3,308) (7,311)
Loss before tax MRBiAIE R 14 (452,005) (417,562)
Income tax credit/(expense) FrisiiiE e, (Fs) 15 10,967 (10,967)
Loss for the year FREE (441,038) (428,529)
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CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME

GERREREMEEHBAR

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

2017 2016
—E—+F ZE-RF
Notes HK$’000 HK$’000
HiaE FERT FHET
Other comprehensive Hih2mE (BI%) / WA
(expense)/income
Items that may be reclassified EE&ZS@EHMHEEERY
subsequently to profit or HE
loss:
Exchange differences arising  HBESEIMCEEKES
on translation of foreign ZHMETE
operations (440) 120
Net loss on revaluation of BSEAMEHERE 2 B8
available-for-sale R
investments (64,351) (544)
Impairment loss of B EEEEMNHT
available-for-sale EREZRIEERE
investments reclassified to
profit or loss 64,638 -
Release of investment HEAHEEREZIRE
revaluation reserve upon EAFEHERLD
disposal of available-for-
sale investments = (1,761)
Net movement in REAM 2 ER AR F
investment revaluation NiREBhEEEEF
reserve during the year #
recognised in other
comprehensive income 287 (2,305)
Other comprehensive expense FRHMEEFHSL
for the year (153) (2,185)
Total comprehensive expense FRZ2HERX A%
for the year (441,191) (430,714)
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CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME

GEeBEERHEMEEEAR

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

2017 2016
—E—tfF —E—RF
Notes HK$’000 HK$°000
iz FET FAET
Loss for the year attributable E/GEREIA:
to:
Owners of the Company PANNCIEZ PPN (441,038) (424,549)
Non-controlling interests FEPE AR R = (3,980)
(441,038) (428,529)
Total comprehensive expense FE{(hFRZER 45!
for the year attributable to:
Owners of the Company PANNCIEZ PPN (441,191) (426,734)
Non-controlling interests FEPE AR R = (3,980)
(441,191) (430,714)
2017 2016
—E—tF ZE—RF
Loss per share BRER
Basic and diluted (HK cents BEARKEE (BB
per share) 18 (66) (94)
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CONSOLIDATED STATEMENT
OF FINANCIAL POSITION

e BT ISR R

At 31 December 2017
RZE—+F+ZA=+—H

2017 2016
—E—tfF —T-REF
Notes HK$’000 HK$’000
e FET FAET
Non-current assets FREBEE
Property, plant and equipment ¥ - = K& 19 2,626 33,774
Goodwill Bk 20 - -
Intangible assets mLEE 21 859 -
Available-for-sale investments A fftHERE 22 51,178 -
Club debenture BEES 23 1,300 1,300
Interest in a joint venture R—EEELE IER 24 139,381 142,689
195,344 177,763
Current assets RBEE
Accounts receivable JE W5 AR 3R 26 883 -
Other receivables, deposits HEMEWBFIE - Z2 RTE
and prepayments IR 27 2,444 23,171
Amount due from a joint JEW—RI& & EEKIE
venture - 71
Held-for-trading investments FIEEEREA 28 432,023 588,638
Convertible notes receivable JE W AT IR R R 29 19,293 43,466
Available-for-sale investments AJ{tHEIRE 22 - 48,650
Bank balances - trust RITHESR —EERP
account 30 5,209 -
Bank balances and cash RITHEB LIRS 31(a) 134,477 246,446
594,329 950,442
Current liabilities REBAE
Accounts payable JE - BR 3R 32 6,081 -
Other payables and accruals  Efth & I8 & B+ & 3,263 7,009
Tax payable JETTETR - 10,967
9,344 17,976
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CONSOLIDATED STATEMENT
OF FINANCIAL POSITION
BRI &

At 31 December 2017
WZZE—+tF+=-A=+—H

2017 2016
—E—+5F —E—RF
Notes HK$’000 HK$’000
KfaE FET FETT
Net current assets RBEEFE 584,985 932,466
Total assets less current HEERRBERE
liabilities 780,329 1,110,229
Non-current liability kREBEE
Deferred tax liability BERIBAE 33 484 -
Net assets EEFE 779,845 1,110,229
Capital and reserves BARFE
Share capital % 7 34 27,577 22,741
Reserves (G 752,268 1,087,488
Total equity attributable to AATHEBEANEESRALE
owners of the Company 779,845 1,110,229

The consolidated financial statements on pages 67 to 231 H67E231EZHGAMBHREN T —\F
were approved and authorised for issue by the board of =A-t=HESESIERKRENE T H
directors on 23 March 2018 and are signed on its behalf FIIEFREREE

by:

Mr. Kitchell Osman Bin Mr. Shimazaki Koji
Kitchell Osman Bin4t 4 WS I == 7] e 4
Director Director
EF EE
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CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY
mEERBER

For the year ended 31 December 2017

HE_ZT—+tF+-A=1T—HIEFE

Attributable to owners of the Company

LN 2PN 4
Attributable
Share  Investment to non-
Share  Contributed Merger  Translation option  revaluation Other Accumulated controlling
capital surplus reserve reserve reserve reserve reserve losses  Sub-total interests  Total equity
by dn
BE GARS  GHRE  REBRE ERERR REASERR  EMRE  ZHEE 1Nt it Er iy
HK$'000  HK$'000  HK$000  HKS000  HKS000  HKS000  HKS000 — HK$'000  HKS000  HKS000  HK$'000
TH#T THAT TAr T T#r TAT i T T#T TAT T
(Note a) (Note b) (Note d) (Note ¢ (Note f) (Note g) (Note ¢)
(Wita)  (itp)  (Wite)  (Wite)  (WiHf)  (Witg) (Hitc)
At 1 January 2016 R-E—E-A-A 9969 1,039,140 909 3,34 - 2,305 - (214283 841,381 - 841,381
Loss for the year EREE - - - - - - - (424549)  (424)549) (3,980)  (428,529)
Exchange differences on B E A5} T43
translating an operation  F&FTAEA 7 KA
outside Hong Kong ] - - - 120 - - - - 120 - 120
Net loss on revaluation of BfFMHERE
available-for-sale BT
investments - - - - - (544) - - (544) - (544)
Release of fair value RHUETHHERE
reserve upon disposal  FEEATERE
of available-for-sale
investments - - - - - (1,761) - - (1,761) - (1,761)
Other comprehensive  EREMZENL/
income/(expense) ()
for the year - - - 120 - (2,305) - - (2,185) - (2,189)
Total comprehensive FREERA/
income/(expenses) (i) 448
for the year - - - 120 - (2,305) - (424549 (426,734) (3,980)  (430,714)
Contribution from FERERTE
non-controlling interests - - - - - - - - - 175,000 175,000
Shares issued BRIk 12,007 557,596 - - - - - - 569,603 - 569,603
Transaction cost BrEaREn
attributable to issue of  ZFHA
new ordinary shares - (12,410) - - - - - - (12,410) - (12,410)
Equity-settled share-based hER#EE 2 g
transactions 5 - - - - 65,726 - - - 65,726 - 65,726
Exercise of shares options /TP 765 110,342 - - (34,464) - - - 76,643 - 76,643
Acquisition of additional 4 Unimag
interest in Unimagi Investment
Investment Limited Limited (
(“Unimagl”) [Unimagi] ) 2
BMER - - - - - - (3,980) - (3,980) (171,020  (175,000)
At 31 December 2016 A=E—77F
tZA=t-R 22,741 1,694,668 909 3,461 31,262 - (3,980)  (638,832) 1,110,229 - 110229
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CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY
GEERBER

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

Attributable to owners of the Company

ARAEAARLE
Attributable
Share  Investment to non-
Share Contributed Merger  Translation option  revaluation Other Accumulated controlling
capital  surplus reserve reserve reserve reserve reserve losses  Sub-total interests Total equity
FERES
BE BAR%  A0BE  RERE BRERR REEMREE  HRBE  2HER At JEtt b 5
HK$'000  HKS'000  HK$'000  HKS'000  HK$000  HKS'000  HK$'000  HKS'000  HK$000  HKS$'000  HK$'000
Tiér TiEn FiEn T Tién FiEn T FiEn Tién FiEn FiEn
(Note a) (Note b) (Note ) (Note ¢ (Note f) (Note g (Note ¢)
Uiga) () (MR Mz () () )
At 1 January 2017 WZ3-t5-A-A 22,74 1,694,668 909 3,461 31,262 - (3,980)  (638,832) 1,110,229 - 1110229
Loss for the year ERER = - - - - - - (441,088)  (441,038) - (441,038)
Exchange differences on HEEEEINEELH
translating an operation &L 2 {AEE
outside Hong Kong - - - (440) - - - - (440) - (440)
Net loss on revaluation of ETEHERE 2
available-for-sale EETE
investments - - - - - (64,351) - - (64,351) - (64,351)
Impairment loss of AHERE RE
available-for-sale Eg
investments - - - - - 64,638 - - 64,638 - 64,638
Other comprehensive ~ EREMEENA/
income/(expense E)
for the year - - - (440) - 2817 - - (153) - (153)
Total comprehensive  FRZANA/
income/(expenses) (%) 2
for the year - - - (440) - 27 - (441,08  (441,191) - (441,191)
Shares issued EEARD 48% 105971 - - - - - - 110807 - 110807
Cancellation of share  S#EiE
options - - - - (29,417) - - 29,417 - - -
At 31 December 2017~ H=E—+%
T-A=t-A 21,5711 1,800,639 909 3,021 1,845 27 (3,980) (1,050,453) 779,845 - 719,845
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CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY
mEERBER

For the year ended 31 December 2017

Notes:

(@)

Annual Report 2017

Z—+F+_A=T—HILFE

HE-ZT

Pursuant to section 46(2) of the Companies Act 1981 of
Bermuda and with effect after the passing of a special
resolution at a special general meeting held on 29 August
2011, the Company’s entire amount standing to the credit
of the share premium account and the deemed contribution
reserve account were cancelled (the “Share Premium
Cancellation”). Upon the Share Premium Cancellation
becoming effective, the directors of the Company authorised
the transfer of the credit arising therefrom to the contributed
surplus account of the Company and to set off the
accumulated losses of the Company in a manner permitted
by the laws of Bermuda and the bye-laws of the Company.

Merger reserve represents the difference between the nominal
value of shares of subsidiaries acquired and the nominal
value of the Company’s shares issued for the acquisition at
the time of a previous corporate reorganisation.

Unimagi was incorporated in the British Virgin Islands on 6
June 2016. On 8 June 2016, Dai Gor Capital Ltd. (“DGCL”),
a wholly-owned subsidiary of the Company and Satinu Capital
Limited (“Satinu Capital”), an independent third party,
subscribed 575 and 175 ordinary shares of Unimagi at a
consideration of HK$575,000,000 and HK$175,000,000,
respectively. On 8 June 2016, DGCL and Satinu Capital held
76.7% and 23.3% equity interest of Unimagi which became
a subsidiary of the Company. On 30 June 2016, DGCL entered
into a share buyback agreement (the “Forward Contract”)
with Satinu Capital, pursuant to which DGCL has agreed to
buy, and Satinu Capital has agreed to sell, 23.3% of the
issued share capital of Unimagi, being the entire equity
interest of Unimagi held by Satinu Capital, at the consideration
of HK$175,000,000. The transaction was completed on 4
July 2016.

Translation reserve represents exchange differences relating
to the translation of the net assets of the Group’s foreign
operations from their functional currencies to the Group’s
presentation currency (i.e. Hong Kong dollars), which are
recognised directly in other comprehensive income and
accumulated in the foreign currency translation reserve. Such
exchange differences accumulated in the foreign currency
translation reserve are reclassified to profit or loss on the
disposal of the foreign operations.

IMAGI INTERNATIONAL HOLDINGS LIMITED
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CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY

Notes: (continued)

@)

Share option reserve represents the recognition of share
options of the Company determined at the date of grant of
the share options.

Investment revaluation reserve represents the cumulative fair
value changes of available-for-sale investments until they are
disposed of or impaired.

Other reserve represents the difference between the amount
by which the non-controlling interests are adjusted and the
consideration paid for the acquisition of additional interest
in Unimagi.

Wit

@)

For the year ended 31 December 2017
HE-F—tFT-A=+-RLFE

(%)
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CONSOLIDATED STATEMENT OF CASH FLOWS

GeaRERER

For the year ended 31 December 2017
HE_Z—+HF+-_A=t+—HILFE

2017 2016
—E—+F ZE-RF
Notes HK$’000 HK$’000
HiaE FERT FHET
OPERATING ACTIVITIES KESEE
Loss before tax TiRIEE (452,005) (417,562)
Adjustments for: PN
Share of loss of a joint E—EaE X EE
venture 3,308 7,311
Impairment loss of property, Y% - B M RV E
plant and equipment E5iE 19 - 10,470
Impairment loss of AR ERE ZREBE
available-for-sale
investments 22(a) 64,638 79,273
Impairment loss of goodwill Bz BEEE 20 5,878 -
Impairment loss of BEAEREEE
intangible assets 21 2,072 -
Loss/(gain) on disposal of a HE—RREBAT 2
subsidiary B (W) 40 7 (32,153)
Net realised losses from HESBEAREREER
sales of listed equity iR EZ
investments classified as EER BB TS
held-for-trading 87,589 19,085
Losses from changes in fair SERFEEEMKEE
value of financial assets ZANFEEYEE
classified as held-for-
trading 236,238 71,661
Gain on initial recognition of  ¥IFHERAHHEREZ
available-for-sale Wz
investments 10 (3,402) -
Finance costs BAFEAR AN 12 158 2,530
Forfeiture of a deposit paid WIE—FBRARIE IR
for acquisition of a target BRI
company 11 - 150,000
Dividend income from AHEERE 2 REBA
available-for-sale
investments 9 (1,512) (2,167)
Dividend income from held- BIEEERE ZREWA
for-trading investments - (858)
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CONSOLIDATED STATEMENT OF CASH FLOWS
RERERER

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

2017 2016
—E—+F ZE-RF
Notes HK$’000 HK$’000
HiaE FET FAET
Interest income on loan JEWE K R RITIF 5K 2 FI
receivables and bank BUTA
deposits 9 - (403)
Interest income on AHEERE 2R S A
available-for-sale
investments 9 (350) (1,097)
Interest income on FEU AT IR IR 2 FILE
convertible notes WA
receivable 9 (1,753) -
Equity-settled share-based DR A H 2 IREST /)
payment expenses S - 63,881
Loss on disposal of HEME WEKEEZ
property, plant and E51E
equipment 10 168 -
Depreciation of property, Y- WENEETE
plant and equipment 19 1,614 5,976
Fair value loss/(gain) on JEWATIR AR =R 2 A E
convertible notes B (W)
receivable 10 47,706 (18,099)
Gain on derecognition of RITER AR EIR 2 58
day-one gain on — R a2 Was
convertible notes 10 (25,700) -
Gain recognised upon HERHHERERER
disposal of available-for- pdl
sale investments 10 - (1,761)
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CONSOLIDATED STATEMENT OF CASH FLOWS

= AN ool —
mEBRERER
For the year ended 31 December 2017
HE-Z—+F+=-A=1+—HLLFE

2017 2016
—E—+F ZE-RF
Notes HK$’000 HK$’000
HiaE FERT FAET
Operating cash flows before  ZEESEHFILERSRE
movements in working capital (35,346) (63,913)
Decrease in accounts FEW AR FOR A
receivable 1,106 -
Decrease/(increase) in other HM IR iR e RTERR
receivables, deposits and L (1)
prepayments 18,861 (17,542)
Decrease in amount due from [EU—EE &R E]FRIE R
a joint venture 71 -
Proceeds from disposal of HERIEEEREMSHKIA
held-for-trading investments 500,016 1,209,712
Purchases of held-for-trading HBEF{EEERE
investments (667,228) (1,715,338)
Purchase of convertible notes BB fEUR AR E
receivable - (23,200)
(Decrease)/increase in other Hith et zkiE & et E
payables and accruals CRA) /1 (3,746) 3,010
Increase in bank balances - IRITHESR —SFEER PN
trust accounts (3,179) -
Increase in accounts payable  JEfERFIZAN 2,001 -
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CONSOLIDATED STATEMENT OF CASH FLOWS
SERERER

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

2017 2016
—E—tF ZE-RF
Notes HK$’000 HK$’000
HiaE FET FHET
NET CASH USED IN RETHMAZRS TR
OPERATING ACTIVITIES (187,444) (607,271)
INVESTING ACTIVITIES REEE
Acquisition of a subsidiary WHE—EMB AR 39 (508) -
Proceeds from disposal of an HE—RKREFEARNE
unconsolidated subsidiary NAIFTS IR - 23,843
Proceeds from disposal of HEHB AR PTSHIE
subsidiaries 40 51,490 128,000
Proceeds from disposal of HEME BN HE
property, plant and P8I
equipment 30,085 -
Purchase of property, plant BEME BERKE
and equipment 19 (809) (47,891)
Proceeds from disposal of HERMEHEIREFTS A
available-for-sale
investments - 91,769
Investment in available-for- RAHEEREZIRE
sale investments (7,800) (127,923)
Deposit paid for acquisition of UWE—MBIZARIE RS
a target company - (150,000)
Capital injection to a joint FEE—HEELE
venture - (150,000)
Advance to a joint venture REFT—HEEEENRBR - (71)
Interest income on loan FEME R M RITIF 3R 2 FI &,
receivables and bank WA
deposits 9 - 403
Interest income on available-  AEHERE ZFBHA
for-sale investments 9 350 1,097
Interest income on convertible FEURATHARE =45 2 FIl U A
notes receivable 9 1,753 -
Dividend income from AHHERE 2R EMA
available-for-sale
investments 9 1,612 -

2017 Fi}
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CONSOLIDATED STATEMENT OF CASH FLOWS
HERERER

For the year ended 31 December 2017
HE_Z—+HF+-_A=t+—HILFE

2017 2016
—E—+5F —E—RF
Notes HK$’000 HK$’000
e FETT FATT
NET CASH GENERATED RETEELE (FA) =2
FROM/(USED IN) BHE R
INVESTING ACTIVITIES 76,073 (230,773)
FINANCING ACTIVITIES b & E B
Proceeds from exercise of 1T BB FTIS SR IE
share options - 76,643
Proceeds from issue of BT FTIS R
shares - 396,703
Expenses on issue of shares #E{Ti%{5 = (12,410)
Interest paid [RANEIESS 12 (158) (2,530)
NET CASH (USED IN)/ MEES (FR) EEZ
GENERATED FROM REFE
FINANCING ACTIVITIES (158) 458,406
NET DECREASE IN CASH BeRARSEEHEEREEE
AND CASH EQUIVALENTS (111,529) (379,638)
CASH AND CASH R—A—HzBEERESEE
EQUIVALENTS AT 1 HH
JANUARY 246,446 625,964
Effect of foreign exchange rate [EXRE S /2
changes (440) 120
CASH AND CASH Rt+-A=1+—HzEBEK
EQUIVALENTS AT 31 RE&%EHEE
DECEMBER
Represented by bank RIRITHEBRIES
balances and cash 31(a) 134,477 246,446
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

GENERAL

The Company is a public limited company incorporated
in Bermuda as an exempted company with limited
liability under the Companies Act 1981 of Bermuda
and its shares are listed on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). The
addresses of the registered office and principal place
of business of the Company are disclosed in the
“Corporate Information” to the annual report.

The Company acts as an investment holding company.
The principal activities of its subsidiaries are set out
in note 43.

The consolidated financial statements are presented
in Hong Kong dollar, which is also the functional
currency of the Company.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

Application of new and revised HKFRSs

The Hong Kong Institute of Certified Public Accountants
(“HKICPA”) has issued several amendments to
HKFRSs that are first effective for the current
accounting period of the Group. None of these impact
on the accounting policies of the Group. However,
additional disclosure has been included in note 31(b)
to satisfy the new disclosure requirements introduced
by the amendments to HKAS 7, Statement of cash
flows: Disclosure initiative, which require entities to
provide disclosures that enable users of financial
statements to evaluate changes in liabilities arising
from financing activities, including both changes
arising from cash flows and non-cash changes.

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period.

e M ERAR MR

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

For the year ended 31 December 2017

BEC
2.

—tFt+A=+—HLFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)
Possible impact of amendments, new standards
and interpretations issued but not yet effective
for the year ended 31 December 2017

Up to the date of issue of these financial statements,
the HKICPA has issued a number of amendments,
new standards and interpretations which are not yet
effective for the year ended 31 December 2017 and
which have not been early adopted in these financial
statements. These include the following which may
be relevant to the Group.

HKFRS 9 Financial Instruments'

HKFRS 15 Revenue from Contracts with Customers and
the related Amendments'

HKFRS 16 Leases?

HKFRS 17 Insurance Contracts*

HK(IFRIC) - Int 22 Foreign Currency Transactions and Advance
Consideration’

HK(IFRIC) - Int 23 Uncertainly Over Income Tax Treatments?

Amendments to HKFRS 2 Classification and Measurement of Share-

based Payment Transactions'

FERFR] RS B RMBRESE
R (TERUBHRELER]) (@)

BE_Z-—tF+-A=1T—-HLEE
C MBI R ERIERT - HEAIRE
BUEnTe

BEEZFMBHRRNNERY FB8g5
MASEBRHEUNTREBE_T—+F
TZA=t—HLEFERRERNIL R
REERBHRRTRFRANZIAE
R FET R N i o AR B LA T AT RE
HREBEERE -

BRIHRE RSN BBIA'

BRAHREERS15S KezPatZhaER
Ak

BRIBREEZ6% Hg

ERSBRERAETS [R5

ER(ERTBREREREE) MRHRENKE
REE2T

BEERNERSARERE) MERRENTREL
Nﬁt%%ﬁf

EANBRREENZREIE  URONER S HERGE

Amendments to HKFRS 4

Amendments to HKFRS 9

Amendments to HKFRS 10

and HKAS 28

Amendments to HKAS 40

Amendments to HKAS 28

Amendments to HKAS 28

Amendments to HKFRSs

Applying HKFRS 9 Financial Instruments with
HKFRS 4 Insurance Contracts'

Prepayment Features with Negative
Compensation?

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

Transfers of Investment Property’

As part of the Annual Improvements to
HKFRSs 2014-2016 Cycle'

Long-term Interests in Associates and Joint
Ventures?

Annual Improvements to HKFRSs 2014-2016
Cycle?
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)
Possible impact of amendments, new standards
and interpretations issued but not yet effective
for the year ended 31 December 2017 (continued)
! Effective for annual periods beginning on or after 1
January 2018

2 Effective for annual periods beginning on or after 1
January 2019
8 Effective for annual periods beginning on or after a

date to be determined
4 Effective for annual periods beginning on or after 1
January 2021

Except for the new and amendments to HKFRSs and
Interpretations mentioned below, the directors
anticipate that the application of all other new and
amendments to HKFRSs and Interpretations will have
no material impact on the consolidated financial
statements in the foreseeable future.

HKFRS 9, Financial instruments

HKFRS 9 introduces new requirements for the
classification and measurement of financial assets,
financial liabilities, general hedge accounting and
impairment requirements for financial assets.

2.

e M ERAR MR

For the year ended 31 December 2017
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

For the year ended 31 December 2017

HE_Z—+tF+-A=+—HLFE

2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)
Possible impact of amendments, new standards
and interpretations issued but not yet effective
for the year ended 31 December 2017 (continued)
HKFRS 9, Financial instruments (continued)
Key requirements of HKFRS 9 which are relevant to
the Group are:

° all recognised financial assets that are within
the scope of HKFRS 9 are required to be
subsequently measured at amortised cost or
fair value. Specifically, debt investments that
are held within a business model whose
objective is to collect the contractual cash
flows, and that have contractual cash flows that
are solely payments of principal and interest
on the principal outstanding are generally
measured at amortised cost at the end of
subsequent accounting periods. Debt
instruments that are held within a business
model whose objective is achieved both by
collecting contractual cash flows and selling
financial assets, and that have contractual
terms that give rise on specified dates to cash
flows that are solely payments of principal and
interest on the principal amount outstanding,
are generally measured at fair value through
other comprehensive income (“FVTOCI”). All
other financial assets are measured at their fair
value at subsequent accounting periods. In
addition, under HKFRS 9, entities may make
an irrevocable election to present subsequent
changes in the fair value of an equity investment
(that is not held for trading) in other
comprehensive income, with only dividend
income generally recognised in profit or loss.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING

STANDARDS (“HKFRSs”) (continued)
Possible impact of amendments, new standards
and interpretations issued but not yet effective
for the year ended 31 December 2017 (continued)
HKFRS 9, Financial instruments (continued)

with regard to the measurement of financial
liabilities designated as at fair value through
profit or loss (“FVTPL”"), HKFRS 9 requires that
the amount of change in the fair value of the
financial liability that is attributable to changes
in the credit risk of that liability is presented
in other comprehensive income, unless the
recognition of the effects of changes in the
liability’s credit risk in other comprehensive
income would create or enlarge an accounting
mismatch in profit or loss. Changes in fair value
attributable to a financial liability’s credit risk
are not subsequently reclassified to profit or
loss. Under HKAS 39 Financial Instruments:
Recognition and Measurement, the entire
amount of the change in the fair value of the
financial liability designated as fair value through
profit or loss is presented in profit or loss.

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

2.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e BRI

For the year ended 31 December 2017
HE_Z—+tF+-A=+—HLFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)
Possible impact of amendments, new standards
and interpretations issued but not yet effective
for the year ended 31 December 2017 (continued)
HKFRS 9, Financial instruments (continued)

Based on the Group’s financial instruments and risk
management policies as at 31 December 2017, the
directors of the Company anticipate the following
potential impact on initial application of HKFRS 9:

2.

(a) Classification and measurement:

Accounts receivable carried at amortised
cost as disclosed in note 26: these are
held within a business model whose
objective is to collect the contractual
cash flows that are solely payments of
principal and interest on the principal
outstanding. Accordingly, these financial
assets will continue to be subsequently
measured at amortised cost upon the
application of HKFRS 9.

Listed debt instruments classified as
available-for-sale investments carried at
fair value as disclosed in note 22: these
are held within a business model whose
objective is achieved both by collecting
contractual cash flows and selling the
listed debt instrument in the open market,
and the contractual terms give rise to
cash flows on specified dates that are
solely payments of principal and interest
on the principal outstanding. Accordingly,
the listed debt instruments will continue
to be subsequently measured at FVTOCI
upon the application of HKFRS 9, and
the fair value gains or losses accumulated
in the investment revaluation reserve will
continue to be subsequently reclassified
to profit or loss when the listed debt
securities are derecognised or reclassified.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)
Possible impact of amendments, new standards
and interpretations issued but not yet effective
for the year ended 31 December 2017 (continued)
HKFRS 9, Financial instruments (continued)
Classification and measurement: (continueqd)

(a

Listed equity securities classified as
available-for-sale investments carried at
fair value as disclosed in note 22: these
securities qualified for designation as
measured at FVTOCI under HKFRS 9,
however, the Group plans not to elect
the option for the designation and will
measure these securities at fair value with
subsequent fair value gains or losses to
be recognised in profit or loss.

All other financial assets and financial
liabilities will continue to be measured
on the same bases as are currently
measured under HKAS 39.

2.

e M ERAR MR

For the year ended 31 December 2017
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

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

2. APPLICATION OF NEW AND REVISED 2.
HONG KONG FINANCIAL REPORTING

FERFR] RS B RMBRESE
R (TERUBHRELER]) (@)

STANDARDS (“HKFRSs”) (continued)
Possible impact of amendments, new standards
and interpretations issued but not yet effective
for the year ended 31 December 2017 (continued)
HKFRS 9, Financial instruments (continued)

(b)

Impairment:

In general, the directors of the Company
anticipate that the application of the expected
credit loss model of HKFRS 9 will result in
earlier provision of credit losses which are not
yet incurred in relation to the Group’s financial
assets measured at amortised cost and other
items that are subject to the impairment
provisions upon application of HKFRS 9 by the
Group.

Based on the assessment by the directors of
the Company, if the expected credit loss model
were to be applied by the Group, the
accumulated amount of impairment loss to be
recognised by the Group as at 1 January 2018
would be increased as compared to the
accumulated amount recognised under HKAS
39 mainly attributable to expected credit losses
provision on accounts receivable. Such further
impairment recognised under expected credit
loss model would reduce the opening retained
earnings and likely increase the deferred tax
assets at 1 January 2018. So far it has
concluded that there would be no material
impact for the application of the new impairment
requirement.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)
Possible impact of amendments, new standards
and interpretations issued but not yet effective
for the year ended 31 December 2017 (continued)
HKFRS 15, Revenue from Contracts with
Customers

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

The core principle of HKFRS 15 is that an entity
should recognise revenue to depict the transfer of
promised goods or services to customers in an
amount that reflects the consideration to which the
entity expects to be entitled in exchange for those
goods or services. Specifically, the standard introduces
a 5-step approach to revenue recognition:

e Step 1: Identify the contract(s) with a customer

e Step 2: Identify the performance obligations in the
contract

e Step 3: Determine the transaction price

e Step 4: Allocate the transaction price to the
performance obligations in the contract

e Step 5: Recognise revenue when (or as) the entity
satisfies a performance obligation

e M ERAR MR

For the year ended 31 December 2017
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e BRI

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

2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)
Possible impact of amendments, new standards
and interpretations issued but not yet effective
for the year ended 31 December 2017 (continued)
HKFRS 15, Revenue from Contracts with
Customers (continued)

Under HKFRS 15, an entity recognises revenue when
(or as) a performance obligation is satisfied, i.e. when
“control” of the goods or services underlying the
particular performance obligation is transferred to the
customer. Far more prescriptive guidance has been
added in HKFRS 15 to deal with specific scenarios.
Furthermore, extensive disclosures are required by
HKFRS 15.

The HKICPA issued Clarifications to HKFRS 15 in
relation to the identification of performance obligations,
principal versus agent considerations, as well as
licensing application guidance.

The directors of the Company anticipate that the
application of HKFRS 15 in the future may result in
more disclosures, however, the directors of the
Company do not anticipate that the application of
HKFRS 15 will have a material impact on the timing
and amounts of revenue recognised in the respective
reporting periods.

HKFRS 16, Leases

As disclosed in note 3(f), currently the Group classifies
leases into finance leases and operating leases and
accounts for the lease arrangements differently,
depending on the classification of the lease. The
Group only enters into the leases as the lessee.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)
Possible impact of amendments, new standards
and interpretations issued but not yet effective
for the year ended 31 December 2017 (continued)
HKFRS 16, Leases (continued)

HKFRS 16 is not expected to impact significantly on
the way that lessors account for their rights and
obligations under a lease. However, once HKFRS 16
is adopted, lessees will no longer distinguish between
finance leases and operating leases. Instead, subject
to practical expedients, lessees will account for all
leases in a similar way to current finance lease
accounting, i.e. at the commencement date of the
lease the lessee will recognise and measure a lease
liability at the present value of the minimum future
lease payments and will recognise a corresponding
“right-of-use” asset. After initial recognition of this
asset and liability, the lessee will recognise interest
expense accrued on the outstanding balance of the
lease liability, and the depreciation of the right-of-use
asset, instead of the current policy of recognising
rental expenses incurred under operating leases on
a systematic basis over the lease term. As a practical
expedient, the lessee can elect not to apply this
accounting model to short-term leases (i.e. where the
lease term is 12 months or less) and to leases of
low-value assets, in which case the rental expenses
would continue to be recognised on a systematic
basis over the lease term.

2.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e BRI

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

2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)
Possible impact of amendments, new standards
and interpretations issued but not yet effective
for the year ended 31 December 2017 (continued)
HKFRS 16, Leases (continued)

HKFRS 16 will primarily affect the Group’s accounting
as a lessee of leases for properties, plant and
equipment which are currently classified as operating
leases. The application of the new accounting models
expected to lead to an increase in both assets and
liabilities and to impact on the timing of the expense
recognition in the statement of profit or loss over the
period of the lease. As disclosed in note 36, at 31
December 2017 the Group’s future minimum lease
payments under non-cancellable operating leases
amount to HK$2,253,000 for properties, the majority
of which is payable within one year after the reporting
date. Some of these amounts may therefore need to
be recognised as lease liabilities, with corresponding
right-of-use assets, once HKFRS 16 is adopted. The
Group will need to perform a more detailed analysis
to determine the amounts of new assets and liabilities
arising from operating lease commitments on adoption
of HKFRS 16, after taking into account the applicability
of the practical expedient and adjusting for any leases
entered into or terminated between now and the
adoption of HKFRS 16 and the effects of discounting.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)
Possible impact of amendments, new standards
and interpretations issued but not yet effective
for the year ended 31 December 2017 (continued)
HKFRS 16, Leases (continued)

HKFRS 16 is effective for annual periods beginning
on or after 1 January 2019. The standard offers
different transition options and practical expedients,
including the practical expedient to grandfather the
previous assessment of which existing arrangements
are, or contain, leases. If this practical expedient is
chosen, the Group will apply the new definition of a
lease in HKFRS 16 only to contracts that are entered
into on or after the date of initial application. If the
practical expedient is not chosen, the Group will need
to reassess all of its decisions about which existing
contracts are, or contain, leases, using the new
definition. Depending on whether the Group elects to
adopt the standard retrospectively or follow a modified
retrospective method of recognising a cumulative-
effect adjustment to the opening balance of equity
at the date of initial application, the Group may or
may not need to restate comparative information for
any changes in accounting resulting from the
reassessment.

2.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

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

SIGNIFICANT ACCOUNTING POLICIES

3.

(a)

(b)

Statement of compliance

These financial statements have been prepared
in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs”),
which collective term includes all applicable
individual Hong Kong Financial Reporting
Standards, Hong Kong Accounting
Standards(“HKASs”) and Interpretations issued
by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”), accounting principles
generally accepted in Hong Kong and the
disclosure requirements of the Hong Kong
Companies These
statements also comply with the applicable
disclosure provisions of the Rules Governing
the Listing of Securities on The Stock Exchange
of Hong Kong Limited. Significant accounting
policies adopted by the Group are disclosed
below.

Ordinance. financial

The HKICPA has issued certain new and revised
HKFRSs which are first effective or available
for early adoption for the current accounting
period of the Group. Note 2 provides information
on any changes in accounting policies resulting
from initial application of these developments
to the extent that they are relevant to the Group
for the current and prior accounting periods
reflected in these financial statements.

Basis of preparation of the financial
statements

The consolidated financial statements for the
year ended 31 December 2017 comprise the
Company and its subsidiaries (together referred
to as the “Group”).
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(b)

Basis of preparation of the financial
statements (continued)

I[tems included in the financial statements of
each entity in the Group are measured using
the currency of the
environment in which the entity operates (the
“functional currency”). These financial
statements are presented in Hong Kong dollars
(“HKD”), rounded to the nearest thousand
except for per share data. Hong Kong dollar is
the Company’s functional and the Group’s
presentation currency.

primary economic

The measurement basis used in the preparation
of the financial statements is the historical cost
basis except for held-for-trading investments
and financial assets designated as fair value
through profit or loss see (note 3(m)), which
are stated at their fair value, as explained in
the accounting policies set out below.

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

For the year ended 31 December 2017
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

For the year ended 31 December 2017

BEC
3.

—tFt+A=+—HLFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(b)

(c)

Basis of preparation of the financial
statements (continued)

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

Judgements made by management in the
application of HKFRSs that have significant
effect on the financial statements and major
sources of estimation uncertainty are discussed
in note 4.

Basis of consolidation

The consolidated financial statements
incorporate the financial statements of the

Company and entities controlled by the

Company and its subsidiaries. Control is
achieved when the Company:

° has power over the investee;

° is exposed, or has rights, to variable

returns from its involvement with the
investee; and

o has the ability to use its power to affect
its returns.

The Group reassesses whether or not it controls
an investee if facts and circumstances indicate
that there are changes to one or more of the
three elements of control listed above.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(c)

Basis of consolidation (continued)
Consolidation of a subsidiary begins when the
Group obtains control over the subsidiary and
ceases when the Group loses control of the
subsidiary. Specifically, income and expenses
of a subsidiary acquired or disposed of during
the year are included in the consolidated
statement of profit or loss and other
comprehensive income from the date the Group
gains control until the date when the Group
ceases to control the subsidiary.

Non-controlling interests represent the equity
in a subsidiary not attributable directly or
indirectly to the Company, and in respect of
which the Group has not agreed any additional
terms with the holders of those interests which
would result in the Group as a whole having a
contractual obligation in respect of those
interests that meets the definition of a financial
liability.

Non-controlling interests are presented in the
consolidated statement of financial position
within equity, separately from equity attributable
to the owners of the Company. Non-controlling
interests in the results of the Group are
presented on the face of the consolidated
statement of profit or loss and the consolidated
statement of profit or loss and other
comprehensive income as an allocation of the
total profit or loss and total comprehensive
income for the year between non-controlling
interests and the owners of the Company. Total
comprehensive income of subsidiaries is
attributed to the owners of the Company and
to the non-controlling interests even if this
results in the non-controlling interests having
a deficit balance. Loans from holders of non-
controlling interests and other contractual
obligations towards these holders are presented
as financial liabilities in the consolidated
statement of financial position.

For the year ended 31 December 2017
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

For the year ended 31 December 2017

BEC
3.

—tFt+A=+—HLFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(c)

Basis of consolidation (continued)

Changes in the Group’s ownership interests
in existing subsidiaries

Changes in the Group’s interests in a subsidiary
that do not result in a loss of control are
accounted for as equity transactions, whereby
adjustments are made to the amounts of
controlling and non-controlling interests within
consolidated equity to reflect the change in
relative interests, but no adjustments are made
to goodwill and no gain or loss is recognised.

When the Group loses control of a subsidiary,
it is accounted for as a disposal of the entire
interest in that subsidiary, with a resulting gain
or loss being recognised in profit or loss. Any
interest retained in that former subsidiary at
the date when control is lost is recognised at
fair value and this amount is regarded as the
fair value on initial recognition of a financial
asset or, when appropriate, the cost on initial
recognition of an investment in an associate or
joint venture.

In the Company’s statement of financial
position, an investment in a subsidiary is stated
at cost less impairment losses, unless the
investment is classified as held for sale (or
included in a disposal group that is classified
as held for sale).

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

All intragroup assets and liabilities, equity,
income, expenses and cash flows relating to
transactions between members of the Group
are eliminated in full on consolidation.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(d)

(e)

Revenue recognition
Revenue is measured at the fair values of the
consideration received or receivable.

Royalty income from the licensing of trademarks
and copyrights is generally recognised in
periods when royalties are reported by licensees
about the related product sales.
Interest income from a financial asset is
recognised when it is probable that the
economic benefits will flow to the Group and
the amount of income can be measured reliably.
Interest income is accrued on a time basis, by
reference to the principal outstanding and at
the effective interest rate applicable, which is
the rate that exactly discounts the estimated
future cash receipts through the expected life
of the financial asset to that asset’s net carrying
amount on initial recognition.

Dividend income from investments is recognised
when the shareholder’s rights to receive
payment have been established.

Brokerage commission income is recognised
on a trade date basis when the relevant
transactions are executed.

Property, plant and equipment

Property, plant and equipment, including
buildings and leasehold land (classified as
finance leases) held for administrative purposes,
are stated in the consolidated financial
statements of financial position at cost less
subsequent accumulated depreciation and
subsequent accumulated impairment losses, if
any.

For the year ended 31 December 2017
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

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

SIGNIFICANT ACCOUNTING POLICIES

(continued)

3.

(e)

(f)

Property, plant and equipment (continued)
Depreciation is recognised so as to write off
the cost of assets less their residual values
over their estimated useful live, using the
straight-line method. The estimated useful lives,
residual values and depreciation method are
reviewed at the end of each reporting period,
with the effect of any changes in estimate
accounted for on a prospective basis.

Historical cost includes expenditure that is
directly attributable to the acquisition of the
items.

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

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

Leasing

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

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

f)

Leasing (continued)

Operating lease payments are recognised as
an expense on a straight-line basis over the
lease term, except where another systematic
basis is more representative of the time pattern
in which economic benefits from the leased
asset are consumed. Contingent rentals arising
under operating leases are recognised as an
expense in the period in which they are incurred.

In the event that lease incentives are received
to enter into operating leases, such incentives
are recognised as a liability. The aggregate
benefit of is recognised as a
reduction of rental expense on a straight-line
basis, except where another systematic basis
is more representative of the time pattern in
which economic benefits from the leased asset

incentives

are consumed.

When the Group makes payment for a property
interest which a lease includes both leasehold
land and building elements, the Group assesses
the classification of each element separately
based on the assessment as to whether
substantially all the risks and rewards incidental
to ownership of each element have been
transferred to the Group, unless it is clear that
both elements are operating leases in which
case the entire property is accounted as an
operating lease. Specifically, the entire
consideration (including any lump-sum upfront
payments) are allocated between the leasehold
land and the building elements in proportion to
the relative fair values of the leasehold interests
in the land element and building element at
initial recognition.

e M ERAR MR

For the year ended 31 December 2017
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

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

SIGNIFICANT ACCOUNTING POLICIES

(continued)

3.

(f)

(9)

Leasing (continued)

To the extent the allocation of the relevant
payments can be made reliably, interest in
leasehold land that is accounted for as an
operating lease is presented as “prepaid lease
payments” in the consolidated statement of
financial position and is amortised over the
lease term on a straightline basis. When the
lease payments cannot be allocated reliably
between the land and building elements, the
entire property is generally classified as if the
leasehold land is under finance lease.

Foreign currencies

In preparing the financial statements of each
individual group entity, transactions in currencies
other than the functional currency of that entity
(foreign currencies) are recognised at the rates
of exchange prevailing at the dates of the
transactions. At the end of each reporting
period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing
at that date. Non-monetary items carried at fair
value that are denominated in foreign currencies
are retranslated at the rates prevailing at 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 on monetary items are
recognised in profit or loss in the period in
which they arise.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(9)

(h)

Foreign currencies (continued)

Functional currency of a group entity is changed
only if there is a change to the underlying
transactions, events and conditions that are
relevant to the entity. Such effect is accounted
for prospectively at the date of change, the
entity translates all items into the new functional
currency using the prevailing exchange rate at
the date of the change. The resulting translated
amounts for non-monetary items are treated as
their historical cost. Exchange differences
arising from the translation of a foreign operation
previously recognised in comprehensive income
are not reclassified from equity to profit or loss
until the disposal of the operation.

For the purposes of presenting consolidated
financial statements, the assets and liabilities
of the Group’s foreign operations are translated
into the presentation currency of the Group (i.e.
Hong Kong dollars) using exchange rates
prevailing at the end of each reporting period.
Income and expense items are translated at
the average exchange rates for the period,
unless exchange rates fluctuate significantly
during that period, in which case the exchange
rates at the dates of the transactions are used.
Exchange differences arising, if any, are
recognised in other comprehensive income and
accumulated in equity under the heading of
translation reserve.

Retirement benefit costs

Payments to the Mandatory Provident Fund
Scheme (“MPF Scheme”) are recognised as an
expense when employees have rendered service
entitling them to the contributions.

For the year ended 31 December 2017
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

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

SIGNIFICANT ACCOUNTING POLICIES

(continued)

3.

U]

Equity-settled share-based payment
transactions

Share options granted to employees

The fair value of the equity-settled share-based
payments determined at the grant date without
taking into consideration all non-market vesting
conditions is expensed on a straight-line basis
over the vesting period, based on the Group’s
estimate of option that will eventually vest, with
a corresponding increase in equity (share option
reserve).

Share options granted to individuals other than
employees

Share options issued in exchange for goods or
services are measured at the fair value of the
goods or services received, unless that fair
value cannot be estimated reliably, in which
case the goods or services received are
measured by reference to the fair value of the
share options granted. The fair values of the
goods or services received are recognised as
expenses, with a corresponding increase in
equity (share option reserve), when the Group
obtains the goods or when the counterparties
render services, unless the goods or services
qualify for recognition as assets.

At the end of each reporting period, the Group
revises its estimate of the number of options
that are expected to vest based on assessment
of all relevant non-market vesting conditions.
The impact of the revision of the original
estimates, if any, is recognised in profit or loss
such that the cumulative expense reflects the
revised estimate, with a corresponding
adjustment to share option reserve.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

U]

)]

Equity-settled share-based payment
transactions (continued)
Share options granted to employees (continued)

For share options that vest immediately at the
date of grant, the fair value of the share options
granted is expensed immediately to profit or
loss.

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

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

The tax currently payable is based on taxable
profit for the year. Taxable profit differs from
“profit before tax” as reported in the consolidated
statement of profit or loss and other
comprehensive income because of items of
income or expense that are taxable or deductible
in other years and items that are never taxable
or deductible. The Group’s liability for current
tax is calculated using tax rates that have been
enacted or substantively enacted by the end
of the reporting period.

e M ERAR MR

For the year ended 31 December 2017
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

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

SIGNIFICANT ACCOUNTING POLICIES

(continued)

3.

)]

Taxation (continued)

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

Deferred tax liabilities are recognised for taxable
temporary differences associated with
investments in subsidiaries and interest in a
joint venture, except where the Group is able
to control the reversal of the temporary
difference and it is probable that the temporary
difference will not reverse in the foreseeable
future. Deferred tax assets arising from
deductible temporary differences associated
with such investments and interests are only
recognised to the extent that it is probable that
there will be sufficient taxable profits against
which to utilise the benefits of the temporary
differences and they are expected to reverse
in the foreseeable future.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

)]

Taxation (continued)

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

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

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

Current and deferred tax are recognised in profit
or loss, except when it relates to items that
are recognised in other comprehensive income
or directly in equity, in which case, the current
and deferred tax are also recognised in other
comprehensive income or directly in equity
respectively. Where current tax or deferred tax
arises from the initial accounting for a business
combination, the tax effect is included in the
accounting for the business combination.

e M ERAR MR

For the year ended 31 December 2017
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

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

SIGNIFICANT ACCOUNTING POLICIES

(continued)

3.

(k)

Business combinations and goodwill
Business combinations are accounted for using
the acquisition method. The consideration
transferred is measured at the acquisition date
fair value which is the sum of the acquisition
date fair values of assets transferred by the
Group, liabilities assumed by the Group to the
former owners of the acquiree and the equity
interests issued by the Group in exchange for
the control of the acquiree. For each business
combination, the Group elects whether to
measure the non-controlling interests in the
acquiree that are present ownership interests
and entitle their holders to a proportionate
share of the net assets in the event of liquidation
at fair value or at the proportionate share of
the acquiree’s identifiable net assets. All other
components of non-controlling interests are
measured at fair value. Acquisition-related costs
are expensed as incurred.

When the Group acquires a business, it
assesses the financial assets and liabilities
assumed for appropriate classification and
designation in accordance with the contractual
terms, economic circumstances and pertinent
conditions as at the acquisition date. This
includes the separation of embedded derivatives
in host contracts of the acquiree.

If the business combination is achieved in
stages, the previously held equity interest is
remeasured at its acquisition date fair value
and any resulting gain or loss is recognised in
profit or loss.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(k)

Business combinations and goodwill
(continued)

Any contingent consideration to be transferred
by the acquirer is recognised at fair value at
the acquisition date. Contingent consideration
classified as an asset or liability is measured
at fair value with changes in fair value
recognised in profit or loss. Contingent
consideration that is classified as equity is not
remeasured and subsequent settlement is
accounted for within equity.

Goodwill is initially measured at cost, being the
excess of the aggregate of the consideration
transferred, the amount recognised for non-
controlling interest and any fair value of the
Group’s previously held equity interests in the
acquiree over the identifiable net assets
acquired and liabilities assumed. If the sum of
this consideration and other items is lower than
the fair value of the net assets acquired, the
difference is, after reassessment, recognised in
profit or loss as a gain on bargain purchase.

After initial recognition, goodwill is measured
at cost less any accumulated impairment losses.
Goodwill is tested for impairment annually or
more frequently if events or changes in
circumstances indicate that the carrying value
may be impaired. The Group performs its annual
impairment test of goodwill as at 31 December.
For the purpose of impairment testing, goodwill
acquired in a business combination is, from the
acquisition date, allocated to each of the
Group’s cash-generating units, or groups of
cash-generating units, that are expected to
benefit from the synergies of the combination,
irrespective of whether other assets or liabilities
of the Group are assigned to those units or
groups of units.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

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

SIGNIFICANT ACCOUNTING POLICIES

(continued)

3.

(k)

m

Business combinations and goodwill
(continued)

Impairment is determined by assessing the
recoverable amount of the cash-generating unit
(group of cash generating units) to which the
goodwill relates. Where the recoverable amount
of the cash-generating unit (group of cash-
generating units) is less than the carrying
amount, an impairment loss is recognised.

An impairment loss recognised for goodwill is
not reversed in a subsequent period. Where
goodwill has been allocated to a cash-
generating unit (or group of cash-generating
units) and part of the operation within that unit
is disposed of, the goodwill associated with
the operation disposed of is included in the
carrying amount of the operation when
determining the gain or loss on the disposal.
Goodwill disposed of in these circumstances
is measured based on the relative value of the
operation disposed of and the portion of the
cash-generating unit retained.

Intangible assets

Intangible assets acquired separately
Intangible assets acquired separately are
measured on initial recognition at cost. The cost
of intangible assets acquired in a business
combination is the fair value at the date of
acquisition. The useful lives of intangible assets
are assessed to be either finite or indefinite.
Intangible assets with finite lives are subsequently
amortised over the useful economic life and
assessed for impairment whenever there is an
indication that the intangible asset may be
impaired. The amortisation period and the
amortisation method for an intangible asset with
a finite useful life are reviewed at least at each
financial year end.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

U]

Intangible assets (continued)

Intangible assets acquired separately
(continued)

Intangible assets with indefinite useful lives are
tested for impairment annually either individually
or at the cash-generating unit level. Such
intangible assets are not amortised. The useful
life of an intangible asset with an indefinite life
is reviewed annually to determine whether the
indefinite life assessment continues to be
supportable. If not, the change in the useful
life assessment from indefinite to finite is
accounted for on a prospective basis.

Computer graphic imaging (“CGl”) animation
pictures

CGl animation pictures, which represent CGI
animation pictures in which the Group retains
ownership, consist of film rights of completed
CGI animation pictures and CGI animation
pictures of which the productions are still in
progress.

CGl animation pictures in progress are stated
at costs incurred to date, including all the costs
directly attributable to the CGI animation
pictures in progress and borrowing costs
capitalised, less accumulated impairment
losses. Upon completion and release of the CGl
animation pictures, the costs are amortised
based on the proportion of actual income
earned during the year to the estimated total
income expected to be generated from the
relevant CGIl animation pictures.

Completed CGI animation pictures are stated
at cost incurred to date, representing all the
costs directly attributable to the completed CGl
animation pictures and borrowing costs
capitalised, less accumulated amortisation and
accumulated impairment losses.

e M ERAR MR

For the year ended 31 December 2017
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

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

SIGNIFICANT ACCOUNTING POLICIES

(continued)

3.

U]

Intangible assets (continued)

Intangible assets acquired separately
(continued)

Computer graphic imaging (“CGl”) animation
pictures (continued)

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

Intangible assets acquired in a business
combination

Intangible assets acquired in a business
combination and recognised separately from
goodwill are initially recognised at their fair
value at the acquisition date (which is regarded
as their cost).

Subsequent to initial recognition, intangible
assets acquired in a business combination are
reported at cost less accumulated amortisation
and accumulated impairment losses, on the
same basis as intangible assets that are
acquired separately.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

U]

(m)

Intangible assets (continued)

Trading rights

Trading rights represent the eligibility rights to
trade on or through The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) and
Hong Kong Futures Exchange Limited with
indefinite useful lives. They are carried at cost
less accumulated impairment losses. The
trading rights have no foreseeable limit to the
period over which the Group can use to
generate net cash flows. As a result, the trading
rights are considered by the management of
the Group as having an indefinite useful life
because they are expected to contribute to net
cash flows indefinitely. The trading rights will
not be amortised until their useful lives are
determined to be finite. Instead they will be
tested for impairment annually and whenever
there is an indication that they may be impaired.

Derecognition of intangible assets

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

Financial instruments

Financial assets and financial liabilities are
recognised when a group entity becomes a
party to the contractual provisions of the
instruments.

For the year ended 31 December 2017
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

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

SIGNIFICANT ACCOUNTING POLICIES

(continued)

3.

(m)

Financial instruments (continued)

Financial assets and financial liabilities are
initially measured at fair value. Transaction
costs that are directly attributable to the
acquisition or issue of financial assets and
financial liabilities (other than financial assets
or financial liabilities at fair value through profit
or loss) are added to or deducted from the fair
value of the financial assets or financial
liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the
acquisition of financial assets or financial
liabilities at fair value through profit or loss are
recognised immediately in profit or loss.

Financial assets

The Group’s financial assets are classified into
one of the three categories, including financial
assets at fair value through profit or loss
(“FVTPL”), available-for-sale (“AFS”) financial
assets and
classification depends on the nature and
purpose of the financial assets and is determined
at the time of initial recognition. All regular way
purchases or sales of financial assets are
recognised and derecognised on a trade date
basis. Regular way purchases or sales are
purchases or sales of financial assets that
require delivery of assets within the time frame
established by regulation or convention in the
marketplace.

loans and receivables. The
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(m)

Financial instruments (continued)

Financial assets (continued)

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a debt
instrument and of allocating interest income

over the relevant period. The effective interest
rate is the rate that exactly discounts estimated
future cash receipts (including all fees and
points paid or received that form an integral
part of the effective interest rate, transaction
costs and other premiums or discounts) through
the expected life of the debt instrument, or,
where appropriate, a shorter period, to the net
carrying amount on initial recognition.

Income is recognised on an effective interest
basis for debt instruments.

Financial assets at FVTPL

Financial assets are classified as at FVTPL
when the financial asset is

(i) contingent consideration that may be
paid by an acquirer as part of a business
combination to which HKFRS 3 applies,

(ii) held-for-trading, or

(iii) it is designated as at FVTPL.

A financial asset is classified as held for trading

if:

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

For the year ended 31 December 2017
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

For the year ended 31 December 2017
HE_Z—+tF+-A=+—HLFE
3. SIGNIFICANT ACCOUNTING POLICIES
(continued)
(m) Financial instruments (continued)
Financial assets (continued)
Financial assets at FVTPL (continued)

o on initial recognition it is part of a portfolio
of identified financial instruments that the
Group manages together and has a
recent actual pattern of short-term profit-
taking; or

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

A financial asset other than a financial asset
held for trading or contingent consideration that
may be paid by an acquirer as part of a business
combination may be designated as at FVTPL
upon initial recognition if:

° such designation eliminates or significantly
reduces a measurement or recognition
inconsistency that would otherwise arise;
or

o the financial asset forms part of a group
of financial assets or financial liabilities
or both, which is managed and its
performance is evaluated on a fair value
basis, in accordance with the Group’s
documented risk management or
investment strategy, and information
about the grouping is provided internally
on that basis; or

° it forms part of a contract containing one
or more embedded derivatives, and
HKAS 39 “Financial Instruments:
Recognition and Measurement” permits
the entire combined contract (asset or
liability) to be designated as at FVTPL.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(m)

Financial instruments (continued)
Financial assets (continued)
Financial assets at FVTPL (continued)

Financial assets at FVTPL are stated at fair
value, with any gains or losses arising on
remeasurement recognised in profit or loss. The
net gain or loss recognised in profit or loss
includes any dividend or interest earned on the
financial asset and is included in the “other
gains or losses” line item.

AFS financial assets

AFS financial assets are non-derivatives that
are either designated as available-for-sale or
are not classified as (a) loans and receivables,
(b) held-to-maturity investments, (c) held for
trading or (d) financial assets at fair value
through profit or loss.

Equity and debt securities held by the Group
that are classified as AFS financial assets are
measured at fair value at the end of each
reporting period except for unquoted equity
investment whose fair value cannot reliably
measured. Changes in the carrying amount of
AFS debt instruments relating to interest income
calculated using the effective interest method,
and changes in foreign rates, if applicable, are
recognised in profit or loss. Other changes in
the carrying amount of AFS financial assets are
recognised in other comprehensive income and
accumulated under the heading of investments
revaluation reserve. When the investment is
disposed of or is determined to be impaired,
the cumulative gain or loss previously
accumulated in the investments revaluation
reserve is reclassified to profit or loss. Dividends
on AFS equity instruments are recognised in
profit or loss when the Group’s right to receive
the dividends is established.

For the year ended 31 December 2017
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

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

SIGNIFICANT ACCOUNTING POLICIES

(continued)

3.

(m)

Financial instruments (continued)

Financial assets (continued)

AFS financial assets (continued)

AFS equity investments that do not have a
quoted market price in an active market and
whose fair value cannot be reliably measured
are measured at cost less any identified
impairment losses at the end of each reporting
period.

Loans and receivables
Loans and receivables are non-derivative

financial assets with fixed or determinable
payments that are not quoted in an active
market. Subsequent to initial recognition, loans
and receivables (including accounts receivable,
other receivables, refundable deposits and bank
balances and cash) are measured at amortised
cost using the effective interest method, less
any impairment.

Interest income is recognised by applying the
effective interest rate, except for short-term
receivables where the recognition of interest
would be immaterial.

Impairment of financial assets

Financial assets, other than those at FVTPL,
are assessed for indicators of impairment at
the end of each reporting period. Financial
assets are considered to be impaired when
there is objective evidence that, as a result of
one or more events that occurred after the initial
recognition of the financial asset, the estimated
future cash flows of the financial assets have
been affected.

For AFS equity investments, a significant or
prolonged decline in the fair value of security
below its cost is considered to be objective
evidence of impairment.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(m)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

For all other financial assets, objective evidence
of impairment could include:

o significant financial difficulty of the issuer
or counterparty; or

° breach of contract, such as a default or
delinquency in interest or principal

payments; or

U it becoming probable that the borrower
will enter bankruptcy or financial re-
organisation; or

o disappearance of an active market for
that financial asset because of financial
difficulties.

For financial assets carried at amortised cost,
the amount of impairment loss recognised is
the difference between the asset’s carrying
amount and the present value of the estimated
future cash flows discounted at the financial
asset’s original effective interest rate.

The carrying amount of the financial asset is
reduced by the impairment loss directly for all
financial assets.

When an AFS financial asset is considered to
be impaired, cumulative gains or
previously recognised in other comprehensive
income are reclassified to profit or loss in the
period.

losses

For the year ended 31 December 2017
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e BRI

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

3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)
(m) Financial instruments (continued)
Financial assets (continued)
Impairment of financial assets (continued)

For financial assets measured at amortised
cost, if, in a subsequent period, the amount of
impairment loss decreases and the decrease
can be related objectively to an event occurring
after the impairment was recognised, the
previously recognised impairment loss
reversed through profit or loss to the extent
that the carrying amount of the investment at
the date the impairment is reversed does not
exceed what the amortised cost would have
been had the impairment not been recognised.

In respect of AFS debt investments, impairment
losses are subsequently reversed through profit
or loss if an increase in the fair value of the
investment can be objectively related to an
event occurring after the recognition of the

impairment loss.

Financial liabilities and equity instruments

Debt and equity instruments issued by a group
entity are classified as either financial liabilities
or as equity in according with the substance
of the contractual arrangements and the
definitions of a financial liability and an equity

instrument.

Equity instruments

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

direct issue costs.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
i E B R M R

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(m)

Financial instruments (continued)

Financial liabilities and equity instruments
(continued)

Equity instruments (continued)

Repurchase of the Company’s own equity
instruments is recognised and deducted directly
in equity. No gain or loss is recognised in profit
or loss on the purchase, sale,
cancellation of the Company’s own equity
instruments.

issue or

Financial liabilities

Financial liabilities including accounts payable
and other payables and accruals are
subsequently measured at amortised cost,
using the effective interest method.

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial
liability and of allocating interest expense over
the relevant period. The effective interest rate
is the rate that exactly discounts estimated
future cash payments (including all fees and
points paid or received that form an integral
part of the effective interest rate, transaction
costs and other premiums or discounts) through
the expected life of the financial liability, or,
where appropriate, a shorter period, to the net
carrying amount on initial recognition.

Derecognition
The Group derecognises a financial asset only

when the contractual rights to the cash flows
from the asset expire, or when it transfers the
financial asset and substantially all the risks
and rewards of ownership of the asset to
another entity.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

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

SIGNIFICANT ACCOUNTING POLICIES

(continued)

3.

(m)

(n)

Financial instruments (continued)

Financial liabilities and equity instruments
(continued)

Derecognition (continued)

On derecognition of a financial asset in its
entirety, the difference between the asset’s

carrying amount and the sum of the consideration
received and receivable and the cumulative gain
or loss that had been recognised in other
comprehensive income and accumulated in
equity is recognised in profit or loss.

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

Impairment on tangible and intangible
assets

At the end of the reporting period, the Group
reviews the carrying amounts of its tangible and
intangible assets with finite useful lives to
determine whether there is any indication that
those assets have suffered an impairment loss.
If any such indication exists, the recoverable
amount of the asset is estimated in order to
determine the extent of the impairment loss (if

any).

When it is not possible to estimate the
recoverable amount of an individual asset, the
Group estimates the recoverable amount of the
cash-generating unit (“CGU”) to which the asset
belongs. When a reasonable and consistent
basis of allocation can be identified, corporate
assets are also allocated to individual CGUs,
or otherwise they are allocated to the smallest
group of CGUs for which a reasonable and
consistent allocation basis can be identified.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(n)

Impairment on tangible and intangible
assets (continued)

Intangible assets with indefinite useful lives and
intangible assets not yet available for use are
tested for impairment at least annually, and
whenever there is an indication that they may
be impaired. If the recoverable amount of an
asset is estimated to be less than its carrying
amount, the carrying amount of the assets is
reduced to its recoverable amount. An
impairment loss is recognised as an expense
immediately.

Recoverable amount is the higher of fair value
less costs of disposal and value in use. In
assessing value in use, the estimated future
cash flows are discounted to their present value
using a pre-tax discount rate that reflects
current market assessments of the time value
of money and the risks specific to the asset
for which the estimates of future cash flows
have not been adjusted.

If the recoverable amount of an asset (or a
CGU) is estimated to be less than its carrying
amount, the carrying amount of the asset (or
a CGU) is reduced to its recoverable amount.
In allocating the impairment loss, the impairment
loss is allocated first to reduce the carrying
amount of any goodwill (if applicable) and then
to the other assets on a pro-rata basis based
on the carrying amount of each asset in the
unit. The carrying amount of an asset is not
reduced below the highest of its fair value less
costs of disposal (if measurable), its value in
use (if determinable) and zero. The amount of
the impairment loss that would otherwise have
been allocated to the asset is allocated pro
rata to the other assets of the unit. An
impairment loss is recognised immediately in
profit or loss.

For the year ended 31 December 2017

HE_ZT—+tF+-A=1T—HIEFE

3. IFEETEE®

(n)

BEREREEZRE (&

ERERACERFHZELEE
RARAfER BV EESE
LEFRELBRBERR 2T
ST BER ETTRUE RIS - B A A
BEZAKEEKEREERD
B ZBREEZHREESTHAE
HR] W m 5 58 o R fE S 1B BD By B
ARRFIS 0

AU A © 5E R A P E R & KR
HERBEZMZRSE AL
ABRKRES R BT T ABE
MEE  RAHEEREER - A
AKRRERESHKARREFT
SHEERREENEERKR
B HEZHATRA IR KA R = H
RAEE-

FEE(NREELEM)ZA
Yrlemmat S ERERAEE
ZHBE(SRSELBM) 2K
HER NAEERWREERE £
DEBEEER  REBEBLD
AL AR AME AT g 2 (2@ A ) 19 R
mE AREBELUFEEER
HEMNLEADETFTEMEE- &
ENEEETERSEZERER
FEBREEXRA(MATE) B
FEREE(NANEE) RTNES
FE-RABDEEEEMNRER
BEBRLAIDE T EMF EA
BE - BEBBRRNIEEER -

2017 F8 EHFBERZERARLR

123



124

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

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

SIGNIFICANT ACCOUNTING POLICIES

(continued)

3.

(n)

Impairment on tangible and intangible
assets (continued)

Where an impairment loss subsequently
reverses, the carrying amount of the asset (or
a CGU) is increased to the revised estimate of
its recoverable amount, but so that the
increased carrying amount does not exceed the
carrying amount that would have been
determined had no impairment loss been
recognised for the asset (or a CGU) in prior
years. A reversal of an impairment loss is
recognised immediately in profit or loss.

Interim financial reporting and impairment
Under the Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong
Limited, the Group is required to prepare an
interim financial report in compliance with HKAS
34, Interim Financial Reporting, in respect of
the first six months of the financial year. At the
end of the interim period, the Group applies
the same impairment testing, recognition, and
reversal criteria as it would at the end of the
financial year.

Impairment losses recognised in an interim
period in respect of goodwill and available-for-
sale equity securities carried at cost are not
reversed in a subsequent period. This is the
case even if no loss, or a smaller loss, would
have been recognised had the impairment been
assessed only at the end of the financial year
to which the interim period relates. Consequently,
if the fair value of an available-for-sale equity
security increases in the remainder of the
annual period, or in any other period
subsequently, the increase is recognised in
other comprehensive income and not profit or
loss.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(o) Related parties

(a)

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

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

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

(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).

(ii) 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.

e M ERAR MR

For the year ended 31 December 2017
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e BRI

For the year ended 31 December 2017
HE_Z—+HF+-_A=t+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(o) Related parties (continued)

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

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

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

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

(viii) The entity, or any member of a
group of which it is a part, provides
key management personnel
services to the Group or to the
Group’s parent.

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.
(p) Segment reporting

Operating segments, and the amounts of each
segment item reported in the financial
statements, are identified from the financial
information provided regularly to the Group’s
board of directors (the chief operating decision
maker) for the purposes of allocating resources
to, and assessing the performance of, the
Group’s various lines of business and
geographical locations.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(p)

(a)

Segment reporting (continued)

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

Investments in joint ventures

A joint venture is a joint arrangement whereby
the parties that have joint control of the
arrangement have rights to the net assets of
the joint arrangement. Joint control is the
contractually agreed sharing of control of an
arrangement, which exists only when decisions
about the relevant activities require unanimous
consent of the parties sharing control.

For the year ended 31 December 2017
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

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

SIGNIFICANT ACCOUNTING POLICIES

(continued)

3.

(a)

Investments in joint ventures (continued)
The results and assets and liabilities of joint
ventures are incorporated in these consolidated
financial statements using the equity method
of accounting. The financial statements of joint
ventures used for equity accounting purposes
are prepared using uniform accounting policies
as those of the Group for like transactions and
events in similar circumstances. Under the
equity method, an investment in a joint venture
is initially recognised in the consolidated
statement of financial position at cost and
adjusted thereafter to recognise the Group’s
share of the profit or loss and other
comprehensive income of the joint venture.
When the Group’s share of losses of joint
venture exceeds the Group’s interest in that
joint venture (which includes any long-term
interests that, in substance, form part of the
Group’s net investment in the joint venture).
Changes in net assets of the joint venture other
than profit or loss and other comprehensive
income are not accounted for unless such
changes resulted in changes in ownership
interest held by the Group. When the Group’s
share of losses of joint venture exceeds the
Group’s interest in that joint venture (which
includes any long-term interests that, in
substance, form part of the Group’s net
investment in the joint venture), the Group
discontinues recognising its share of further
losses. Additional losses are recognised only
to the extent that the Group has incurred legal
or constructive obligations or made payments
on behalf of the joint venture.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(a)

Investments in joint ventures (continued)

An investment in a joint venture is accounted
for using the equity method from the date on
which the investee becomes a joint venture.
On acquisition of the investment in a joint
venture, any excess of the cost of the investment
over the Group’s share of the net fair value of
the identifiable assets and liabilities of the
investee is recognised as goodwill, which is
included within the carrying amount of the
investment. Any excess of the Group’s share
of the net fair value of the identifiable assets
and liabilities over the cost of the investment,
after reassessment, is recognised immediately
in profit or loss in the period in which the
investment is acquired.

The requirements of HKAS 39 are applied to
determine whether it is necessary to recognise
any impairment loss with respect to the Group’s
investment in a joint venture. When necessary,
the entire carrying amount of the investment
(including goodwill) is tested for impairment in
accordance with HKAS 36 Impairment of Assets
as a single asset by comparing its recoverable
amount (higher of value in use and fair value
less costs of disposal) with its carrying amount.
Any impairment loss recognised forms part of
the carrying amount of the investment. Any
reversal of that impairment loss is recognised
in accordance with HKAS 36 to the extent that
the recoverable amount of the investment
subsequently increases.

For the year ended 31 December 2017
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

For the year ended 31 December 2017

BEC
3.

—tFt+A=+—HLFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(a)

Investments in joint ventures (continued)
When the Group ceases to have significant
influence over joint control over a joint venture,
it is accounted for as a disposal of the entire
interest in the investee with a resulting gain or
loss being recognised in profit or loss. When
the Group retains an interest in the former joint
venture and the retained interest is a financial
asset within the scope of HKAS 39, the Group
measures the retained interest at fair value at
that date and the fair value is regarded as its
fair value on initial recognition. The difference
between the carrying amount of the joint venture
and the fair value of any retained interest and
any proceeds from disposing the relevant
interest in the joint venture is included in the
determination of the gain or loss on disposal
of the joint venture. In addition, the Group
accounts for all amounts previously recognised
in other comprehensive income in relation to
that joint venture on the same basis as would
be required if that associate or joint venture
had directly disposed of the related assets or
liabilities. Therefore, if a gain or loss previously
recognised in other comprehensive income by
that joint venture would be reclassified to profit
or loss on the disposal of the related assets
or liabilities, the Group reclassifies the gain or
loss from equity to profit or loss (as a
reclassification adjustment) upon disposal/
partial disposal of the relevant joint venture.

When the Group reduces its ownership interest
in a joint venture but the Group continues to
use the equity method, the Group reclassifies
to profit or loss the proportion of the gain or
loss that had previously been recognised in
other comprehensive income relating to that
reduction in ownership interest if that gain or
loss would be reclassified to profit or loss on
the disposal of the related assets or liabilities.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(a)

(s)

Investments in joint ventures (continued)
When a group entity transacts with a joint
venture of the Group, profits and losses
resulting from the transactions with the joint
recognised in the Group’s
consolidated financial statements only to the
extent of interests in the joint venture that are
not related to the Group.

venture are

Borrowing costs

Borrowing costs directly attributable to the
acquisition, construction or production of
qualifying assets,
necessarily take a substantial period of time to
get ready for their intended use or sale, are
added to the cost of those assets until such
time as the assets are substantially ready for
their intended use or sale.

which are assets that

Investment income earned on the temporary
investment of specific borrowings pending their
expenditure on qualifying assets is deducted
from the borrowing costs eligible for
capitalisation.

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

Offsetting financial instruments

Financial assets and liabilities are offset and
the net amount reported in the consolidated
statement of financial position when there is a
legally enforceable right to offset the recognised
amounts and there is an intention to settle on
a net basis or realise the asset and settle the
liability simultaneously. The legally enforceable
right must not be contingent on future events
and must be enforceable in the normal course
of business and in the event of default,
insolvency or bankruptcy of the company or
the counterparty.

For the year ended 31 December 2017
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

For the year ended 31 December 2017
HEZZ—tF+A=+—HILFE

KEY SOURCES OF ESTIMATION
UNCERTAINTY

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

4.

(a)

(b)

Impairment of goodwill

The Group determines whether goodwill is
impaired at least on an annual basis. This
requires an estimation of the value in use of
the cash-generating units to which goodwill is
allocated. Estimating the value in use requires
the Group to make an estimate of the expected
future cash flows from the cash-generating unit
and a suitable discount rate in order to calculate
the present value of those cash flows. Where
the actual future cash flows are less than
expected, a material impairment loss may arise.

As at 31 December 2017, the carrying amount
of the goodwill is HK$Nil (2016: HK$Nil), net
of accumulated impairment of HK$5,878,000
(2016: HK$NIl).

Estimation of impairment of trading rights

held in the Stock Exchange

Determining whether the trading rights held in
the Stock Exchange, which are intangible assets
with indefinite useful lives are impaired requires
an estimation of the recoverable amount of the
cash-generating unit (“CGU”) to which intangible
assets with indefinite useful lives have been
allocated, which is the higher of the value in
use or fair value less costs of disposal. The
value in use calculation requires the Group to
estimate the future cash flows expected to arise
from the CGU and a suitable discount rate in
order to calculate the present value. Where the
actual future cash flows are less than expected,
or changes in facts and circumstances result
in a downward revision of future cash, a material
impairment loss may arise.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
i E B R M R

For the year ended 31 December 2017
HE_Z—+HF+-_A=t+—HIFE

KEY SOURCES OF ESTIMATION 4. MHFATHRERZNEZERR (&)

UNCERTAINTY (continued)

(b) Estimation of impairment of trading rights (b) REXMEBEENXRSEMTRE
held in the Stock Exchange (continued) (&)
As at 31 December 2017, the carrying amount EA —E—+tF+HA=1+—8"
of the trading rights held in the Stock Exchange REERABAENR S ZREE
is HK$859,000. Details of the recoverable 7,%859,000/a7u EAKE SR
amount calculation are disclosed in note 21. B BRI 21 -

(¢) Valuation of convertible notes receivable (c) EWTgBREENGE
The fair values of convertible notes that are not AREERMSG LEERNITRERE
traded in an active market are determined by BHAFERAGERMERE -
using valuation techniques. The Group uses its AEBFERAEHEREZER
judgement to select a variety of methods and X WEEERSHRERREFE
make assumptions that are mainly based on BT REH BER ©
market conditions existing at the end of each
reporting period.
As at 31 December 2017, the carrying amount RZE—+HF+-_A=+—8H"
of the convertible notes receivable is FE UK AT iR iR B E’] E‘E [EREW=]
HK$19,293,000 (2016: HK$43,466,000). 19,293,000/% 713( —E—RF

43,466,000/ 7T ) °

(d) Income tax expenses (d) FrEHEX

Significant judgement is required in determining ErfMeHiBEEsEEHEEA

the provision for income taxes. The ultimate
tax determination is uncertain during the
ordinary course of business. The Group
recognises liabilities for anticipated tax based

B AR EBRABEPRENNE
AREWXTEE - AEBEREZE
BEZMBEIINEIEN G ER
BHHIEEE NEBEENK

on estimates of whether additional taxes will MR ERTNRNRIERN D
be due. Where the final tax outcome of these =B ’gaﬂf“zm%éliﬁﬂ i 9
matters is different from the amounts that were Bl S i B &

initially recorded, such differences will impact

the current income tax liabilities in the period

in which such determination is made.

As at 31 December 2017, the carrying amount RZE—+HF+-_A=+—8H"

of the tax payable is HK$NIl
HK$10,967,000).

(2016:

JENRENEREASETL(ZZ
— 7% : 10,967,000/ 7T )
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

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

KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

4.

(e)

Business combination

On 28 February 2017, the Group acquired the
entire equity interest in John & Wong Securities
Company Limited (“John & Wong”). As at 28
February 2017 (date of acquisition), the goodwill
and intangible assets allocated to the Group
are HK$5,878,000 and HK$2,931,000
respectively. John & Wong is engaged in the
provision of securities brokerage services to
clients. Intangible assets acquired by the Group
in the acquisition include trading rights held in
the Stock Exchange. The residual portion of
the purchase consideration was allocated as
goodwill, which represents the balance of the
purchase consideration over the fair value of
identifiable net assets acquired by the Group.
The purchase price allocation has involved
significant management judgement and
estimation, such as the valuation methodologies,
budgeted gross profit margins, the discount
rate and the growth rate adopted. Further
details are given in note 39 to the financial
statements.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities
in the Group will be able to continue as a going
concern while maximising the return to stakeholders
through the optimisation of the debt and equity
balance. In addition, a subsidiary of the Group licensed
by the Securities and Futures Commission (“SFC”) is
obliged to meet the regulatory liquid capital
requirements under the Securities and Futures
(Financial Resources) Rules (“FRR”) at all times.

The capital structure of the Group consists of equity
attributable to owners of the Company, comprising
issued share capital and various reserves.

The directors of the Company review the capital
structure regularly. As part of this review, the directors
of the Company consider the cost of capital and the
risks associated with share capital. Based on
recommendations of the directors of the Company,
the Group will balance its overall capital structure
through the payment of dividends, new share issues
and share buy-backs as well as the issue of new
debt. For the subsidiary licensed by the SFC, the
Group ensures this licensed subsidiary maintains a
liquid capital level adequate to support the level of
activities with sufficient buffer to accommodate for
increases in liquidity requirements arising from
potential increases in the level of business activities.
During the period from 28 February 2017 (date of
acquisition of subsidiary) to 31 December 2017, this
licensed subsidiary complied with the liquid capital
requirements under the FRR at all times.

e M ERAR MR

For the year ended 31 December 2017
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

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

6. FINANCIAL INSTRUMENTS 6. HMKIA
(a) Categories of financial instruments (a) BMEITHRHZz298E
2017 2016
= it SAN
HK$’000 HK$’000
FET F&T
Financial assets MBEE
At FVTPL BRAFEFARR
Held-for-trading investments FHIEEB®RE 432,023 588,638
Convertible notes receivable FEU AT AR R 19,293 43,466
451,316 632,104
Available-for-sale investments AEEERE 51,178 48,650
Loans and receivables (including &3 M EKFIA(EHHE
bank balances and cash) RITHEBRIR®) 142,313 266,743
644,807 947,497
Financial liabilities MBaE
At amortised cost 73 IS DN 9,344 6,914
(b)  Financial risk management objectives and (b) HEEBEERZERBEX
policies
The Group’s major financial instruments include AEETEVMHBITABETHE
available-for-sale investments, held-for-trading ERE HIEEERE EBUWA
investments, convertible notes receivable, BRER ER—HEEEPER
amount due from a joint venture, accounts I8 FE AR FR - Eofh B SRR -
receivable, other receivables, refundable ARERE  RITES —ETER
deposits, bank balances-trust accounts, bank F iR EIRe BRI
balances and cash, accounts payable and other EMEMNGRERETER -5
payables and accruals. Details of the financial ZEUB TR ZF BN BN T
instruments are disclosed in the respective BE-EZEMBIAEBE R
notes. The risks associated with these financial b EEm SRR (EERE - FIX
instruments include market risk (currency risk, Rk R ERER) EERR R
interest rate risk and price risk), credit risk and BE SR R ZER R K
liquidity risk. The policies on how to mitigate RERN TN -BEEERBREERK
these risks are set out below. The management ERZEAR BEREFRRA
manages and monitors these exposures to IR it

ensure appropriate measures are implemented
on a timely and effective manner.
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FINANCIAL STATEMENTS
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For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

6. FINANCIAL INSTRUMENTS (continued)
Financial risk management objectives and
policies (continued)

Market risk

(b)

U)

Currency risk

Several subsidiaries of the Group have
foreign currency denominated monetary
assets and liabilities, which expose the
Group to foreign currency risk. The
carrying amounts of the Group’s foreign
currency denominated monetary assets
and liabilities at the end of the reporting
period are as follows:

TR (&)
(b) BEEREEEERKE (&)

5 B

(i)

HHERE R
AEBETHBRARER
B2 EBEER
BE EAKEEHINES
Rz AINEEEZER
BEMBERMEHRZ
BREENT :

Assets Liabilities
BE af
2017 2016 2017 2016
“E—+tF ZTRF ZB-tfF ZTRF
HK$000 HK$000 HK$000 HK$000
Fin FET Fir FET
United State dollars (“USD”) E(E ) 16,420 606 - -
Euro (“EUR”) B8l 119 4,640 - -
Sensitivity analysis BURZE DT
The Group is mainly exposed to exchange AEBFEZEHBTHE
rate fluctuations in HK$ against USD and 7T M BT 2 B R B &

EUR. As HK$ is pegged with USD under
the Linked Exchange Rate System, the
management of the Company is of the
opinion that the Company’s exposure to
USD is minimal and accordingly, no
foreign currency sensitivity analysis on
USD is presented.

o 4E T B R IE £ 5
TOBTRETAN T
BRA REEMERS
TR e BB
A 48 R T 17 B
S -
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For the year ended 31 December 2017
—tF+ZRA=+—RHIFE

FINANCIAL INSTRUMENTS (continued)

BEC
6.

(b)

Financial risk management objectives and
policies (continued)
Market risk (continued)

U)

Currency risk (continued)

Sensitivity analysis (continued)

The following table details the Group’s
sensitivity to a 5% (2016: 5%) increase
and decrease in EUR against 5% (2016:
5%) is the sensitivity rate used when
reporting foreign currency risk internally
to key management personnel and
represents management’s assessment of
the reasonably possible change in foreign
exchange rates. The sensitivity analysis
includes only outstanding foreign
currencies denominated monetary items.
A positive/negative number below
indicates a decrease/(increase) in post-
tax loss.

6.

MBTH (&)
BRREREEERREEK (B)

(b)

s mEkE (&)

(i)

B R (&)

BURE 2T
TREYAEBEHETH
BT EARTHS%(ZZ
—RNF %) L HRE
FE 5N (ZF—RF:
5%) AR EEEEA
BE2WMINERRRFERA 2
BRELE - EEEEY
INEEXRAIGE BT E 2
- HREDTERE
NS EZ A NE
¥IEH THIES B
BRRBREER) (18
hn)e

EUR
BT
2017 2016
—F-tF —FRF
HK$’000 HK$’000
FET TET
Increase in foreign exchange X L7t
rates 5 230
Decrease in foreign exchange [E&X ik
rates 6) (232)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

6. FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and
policies (continued)
Market risk (continued)

(i)

(iii)

Interest rate risk

The Group is exposed to fair value
interest rate risk in relation to fixed-rate
short term bank deposits (see note 31(a)
for details of these short-term bank
deposits), available-for-sale fixed rate
instruments (see note 22 for details of
these available-for-sale investments) and
convertible notes receivable with fixed
interest rate (see note 29) for the years
ended 31 December 2016 and 2017.

The management considers the fair value
interest rate risks are insignificant and
therefore no sensitivity analysis on such
risks has been prepared.

Price risk

The Group is exposed to equity price risk
through its investment in equity securities
listed in Hong Kong, convertible notes
receivable designated as at FVTPL and
debt securities listed in Singapore. The
management manages its exposure by
maintaining a portfolio of investments
with different risk profiles.

6. HMBIA #®)
(b) HIBEBREEERREE (&)

s mEkE (&)

(ii)

(iii)

ESEL
AEE T SR ITE
R OEBREERRTER
2 18 # 2 H M E51()
RRBE-T—AFR-
2 t&E+=A=+—R
EERAREEEST
B (BBMZETHNERE
2 HEBBHNE2) RE
BRI (E 2
5520 E 4 A FEFIRE,

@8 o
AA

B ER AL TEMNEAE
5T 2 R
B AR B B 517 -

BEER
AEBERBRERB LTR
AEHF HEBEBBRRER
N E 5 R 7 FE U AT R AR
SR LR F I EHEE
15 7& 75 1 M e A & 2Bz o
EEERBEFERTH
MIREA S e
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R B AR M

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

FINANCIAL INSTRUMENTS (continued)

6.

(b)

Financial risk management objectives and
policies (continued)
Market risk (continued)

(iii)

Price risk (continued)

The Group’s financial assets classified as
held-for-trading investments and
available-for-sale financial assets are
listed on the Stock Exchange of Hong
Kong Limited. Decisions to buy or sell
trading securities are based on daily
monitoring of the performance of
individual securities compared to that of
the Hang Seng Index and Index of the
Growth Enterprise Market on the Stock
Exchange of Hong Kong Limited and
other industry indicators, as well as the
Group’s liquidity needs. Listed investments
held in the available-for-sale portfolio
have been chosen based on their long
term growth potential and are monitored
regularly for performance against
expectation.

Sensitivity analysis

The sensitivity analysis below has been
determined based on the exposure to
equity price risk arising from equity
securities listed in Hong Kong, convertible
notes receivable designated as at FVTPL
and debt securities listed in Singapore
at the end of the reporting period.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2017

6. FINANCIAL INSTRUMENTS (continued)
(b) Financial risk management objectives and
policies (continued)

(i)

Price risk (continued)

Sensitivity analysis (continued)

If the equity prices of convertible notes
receivable had been 5% higher, and
assuming other inputs to the valuation
model of convertible notes receivable and
held constant, post-tax loss for the year
ended 31 December 2017 would decrease
by HK$22,000 (2016: HK$4,015,000). If
the equity prices of convertible notes
receivable had been 5% lower, the post-
tax loss would increase by HK$21,000
(2016: HK$3,748,000) for the year.

At 31 December 2017, it is estimated that
an increase/decrease of 5% (2016: 5%)
in the fair value of the Group’s held-for-
trading investments with all other
variables held constant would have
decreased/increased the Group’s loss
after tax (and decreased/increased
accumulated losses) by HK$21,601,000
(2016: decreased/increased the Group’s
loss after tax (and decreased/increased
accumulated losses) by HK$30,075,000).

At 31 December 2017, it is estimated that
an increase/decrease of 5% (2016: 5%)
in the fair value of the Group’s equity
securities classified as available-for-sale
financial assets with all other variables
held constant would have decreased/
increased the Group’s loss after tax (and
decreased/increased accumulated losses)
by HK$2,155,000 (2016: Nil).

HE—

T—tHF+-A=+—HILFE

6. HMBIA #®)
(b) HIBEBREEERREE (&)

(i)

BRERER(E)

HERE DT (48)

PR FE U AT R R IR AR (B
EF5% - W EK AT IR
REBRGHERNE b
ABBHEFTE HE =
T—tF+=-A=+—H
LIEFE BB 1& B 18 R
422,000 T( =& — <
F 1 4,015,000/ JT )° 4
EW AT EENRET
5%  ANFEEHBRTRIZE
B ¥1E 21,0008 (==
— 754 13,748,000/ 7T ) °

RZE—+tF+ = A
=+—H BEAEEH
EBEERENH A FHEE
mm 5% (= F — X
is%)ﬁﬁﬁﬁ@ﬂ
------- BREHFTTE AL
EMRBEEBERERLD,
(i BT BB R,
#10) 21,601,000 70 —
T—RF AEEHBRK
BB G (W
2 EBBERL KN
30,075,000 7T °

W —+F+ = A
=+—B BREAKES

ERAHEHEMBEERD
BAFEFHAFEM
B AE%( =T — X F
5%) M Fr A E b Al & A

Z@BTE AIREERR
Br 18 BB AS R A1 N
(M RETEBEBE MR
1) 2,155,000/ T( — &
—REF o E)
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R B AR M

For the year ended 31 December 2017

BEC
6.

—tFt+A=+—HLFE

FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and

policies (continued)

(iiiy  Price risk (continued)
Sensitivity analysis (continued)
At 31 December 2017, it is estimated that
an increase/decrease of 5% (2016: 5%)
in the fair value of the listed debt
securities classified as available-for-sale
financial assets with all other variables
held constant would have increased/
decreased in the Group’s available-for-
sale investment reserve by HK$404,000
(2016: Nil).

In the opinion of directors of the
Company, the sensitivity analysis is
unrepresentative of the price risk as the
exposure at the end of the reporting
period does not reflect the exposure
during the year.

Credit risk

As at 31 December 2017, the Group’s maximum
exposure to credit risk which will cause a
financial loss to the Group due to failure to
discharge an obligation by the counterparties
is arising from the carrying amount of the
financial assets as stated in the consolidated
statement of financial position.

The Group reviews the recoverable amount of
financial assets at the end of the reporting
period to ensure that adequate impairment
losses are made for irrecoverable amounts. In
this regards, the directors of the Company
consider that the Group’s credit risk is
significantly reduced.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

6. FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and
policies (continued)

Credit risk (continued)

In order to manage the credit risk in the
accounts receivable arising in the ordinary
course of business of dealing in securities,
individual credit evaluation are performed on
the cash clients. Accounts receivable from cash
clients relate to customers who generally settle
the accounts receivable in two days after trade
date and are secured by the portfolio of
securities of the cash clients, credit risk arising
from the accounts receivable due from cash
clients is therefore considered minimal.

The credit risk on the investment in debt
securities listed in Singapore as at 31 December
2017 is limited because the counterparty is
corporation with good reputations.

The credit risk on liquid funds is limited because
the counterparties are banks with high credit
ratings assigned by international credit-rating
agencies.

Other than the concentration of credit risk on
liquid funds which are deposited with several
banks with high credit ratings, convertible notes
receivable, accounts receivable and investment
in debt securities listed in Singapore the Group
does not have any other significant concentration
of credit risk.

For the year ended 31 December 2017

BE-ZT—tHF+t-A=t—HILFE
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For the year ended 31 December 2017
HE-Z—+F+=-A=1+—HLLFE

6.

FINANCIAL INSTRUMENTS (continued) 6. H®IAR @)
(b)  Financial risk management objectives and (b) HBEREREEEERBX (&)
policies (continued)
Liquidity risk HEESERE
In the management of the liquidity risk, the EERERBESRRE AEE
Group monitors and maintains a level of bank ERNHEEEER AR —
balances and cash deemed adequate by the TEHERTEREIRES  UAR
management to finance the Group’s operations SEEBREM A REMASR
and mitigate the effects of fluctuations in cash EREBITE-
flows.
The following table details the Group’s remaining TRFANAKEEFTEMBK AR
contractual maturity for its non-derivative ZHTEHIHBR  ZRIBIE
financial liabilities. The table has been drawn REBER R ERNRZHZER
up based on the undiscounted cash flows of HrUBatE s R BB RE
financial liabilities based on the earliest date Rl o
on which the Group can be required to pay.
Carrying
Total amount at
Less than  undiscounted 31 December
1 month cash flows 2017
RZB-t%
AEBEE  tZR=t-H
-EANURA ib-t.3 ZREE
HK$°000 HK$°000 HK$'000
FE7 FEn FE7
At 31 December 2017 R-R-tF12A=1-H
Non-derivative financial liabilities FTEHEAR
Accounts payable ERER 6,081 6,081 6,081
Other payables and accruals B A EREHER 3,263 3,263 3,263
9,344 9,344 9,344
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

6. FINANCIAL INSTRUMENTS (continued)

(b)

(c)

For the year ended 31 December 2017

HE_ZT—+tF+-A=1T—HIEFE

6. HHBIA @&

Financial risk management objectives and (b) HBEREREEEERBX (&)
policies (continued)
Liquidity risk (continued) HEBELEE (&)
Carrying
Total amount at
Less than undiscounted 31 December
1 month cash flows 2016
RZE—F
AEERE  tZA=t-H
—@AMRA RELE afE
HK$'000 HK$'000 HK$'000
TEL AL TEL
At 31 December 2016 R-E-AF+-A=1-A
Non-derivative financial liabilities FITEHHAR
Other payables EuEME 6,914 6,914 6,914
Fair value measurements of financial (c) HBBIAEZATEHE
instruments
Fair value of the Group’s financial assets REFLEEMBEATFESEZE
and financial liabilities that are measured at BREERHEEES AFHE
fair value on recurring basis
Fair value hierarchy NGB

The following table presents the fair value of
the Group’s financial instruments measured at
the end of the reporting period on a recurring
basis, categorised into the three-level fair value
hierarchy as defined in HKFRS 13 Fair Value
Measurement. The level into which a fair value
measurement is classified is determined with
reference to the observability and significance
of the inputs used in the valuation technique
as follows:

1. Level 1 valuations: Fair value measured
using only Level 1 inputs i.e. unadjusted
quoted prices in active markets for
identical assets or liabilities at the
measurement date.

TREBNREMARNEREIRE
BEEHENUBTAZAFE
(D RBEBMBREERFE135R
NP EAEREN=BRRFEE
) NHEFESENRR T
ZEERMEROEABIEZA
BREUEREAME AT HAE
JE -

1. B EERE
R AR (VR 8 B 2
RS LAAEERE
EORBERE)HEOD
it -

2017 F8 EHFBERZERARLR

145



146

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

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

FINANCIAL INSTRUMENTS (continued)

6.

(c)

Fair value measurements of financial
instruments (continued)

Fair value of the Group’s financial assets
and financial liabilities that are measured at
fair value on recurring basis (continued)

Fair value hierarchy (continued)

2. Level 2 valuations: Fair value measured

using Level 2 inputs i.e. observable
inputs which fail to meet Level 1, and
not using significant unobservable inputs.
Unobservable inputs are inputs for which
market data are not available.

3. Level 3 valuations: Fair value measured
using significant unobservable inputs.

Valuation process

The Group’s finance department headed by the
financial controller is responsible for determining
the polices and procedures for the fair value
measurement of financial instruments.

In estimating the fair value of an asset or a
liability, the Group uses market-observable data
to the extent it is available. Where Level 1
inputs are not available, the Group engaged
third party qualified valuers to perform the
valuation. The finance department works closely
with qualified external valuers to establish the
appropriate valuation techniques and inputs to
the model. Financial controller reports to the
board of directors semi-annually to explain the
cause of fluctuations in the fair value of the
assets or liabilities.

Some of the Group’s financial assets are
measured at fair value at the end of each
reporting period. The following table gives
information about how the fair values of these
financial assets are determined (in particular,
the valuation technique(s) and inputs used).
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
i E B R M R

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

FINANCIAL INSTRUMENTS (continued) 6. BIiET R (&)

(c) Fair value measurements of financial (c) B TEZNEEE (&)
instruments (continued)
Valuation process (continued) HEESF (&)

Fair value as at

WATREZAYE
2017 2016 Fair
I A value  Valuation Significant
HK$'000 HK$:000 hierarchy  technique unobservable inputs
FEn TET  DVEER fHERE EXTUBRAANE
Available-for-sale investments
HHERE
- equity shares listed in Hong Kong, at fair value 43,092 - Level 1 Quoted market closing N/A
prices in an active market
-FA Lk RATE 8 ERTEMENDE ki
- debt securities listed in Singapore, at fair value 8,086 - Level 2 Quoted prices from financial ~ N/A
institutions
-IHTINR L EERES  RATE B GRRRORRECHE  TER
Held-for-trading investments 432,023 588,638 Level 1 Quoted market closing N/A
prices in an active market
RIEEERE 8 ERDERENDE TER
Convertible notes receivable
EHTERZE
- Issued by China Agri-Products Exchange Limited 19,203 41,299 Level 3 Binomial model Discount rate: 14.65% (2016:

15.66%) Volatilty: 63.30%
(2016: 58.67%)
- ARERRARRL TR R i BAE: 1465% (ZF-1E:
15.66%) 75 : 63.30%
(ZF-7VF 1 5867%)

- issued by Up Energy Development Group - 2,167 Level 3 Binomial model Discount rate: N/A (2016:
Limited 30.62%) Volatility: N/A (2016:

88.21%) Default Rate: N/A
(2016: 35.54%)

-AER AR REARAAE o CERER BRE AR (CF0E:
3062%) i : MR
(ZE-1F:8821%) &4
X TER (CF-7F:
35.54%)

502,494 632,104
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

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

FINANCIAL INSTRUMENTS (continued)

6.

(c)

Fair value measurements of financial
instruments (continued)

Valuation process (continued)

During the years ended 31 December 2017 and
2016, there were no transfers between Level 1
and 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.

Note:

A 5% increase in volatility holding all other variables
constant would increase the carrying amount of the
convertible notes receivable by approximately
HK$37,000 (2016: approximately HK$676,000). A 5%
decrease in volatility holding all other variables
constant would decrease the carrying amount of the
convertible note receivables by approximately
HK$36,000 (2016: approximately HK$617,000).

A 5% increase in discount rate holding all other
variables constant would decrease the carrying
amount of convertible notes receivable by approximately
HK$2,384,000 (2016: approximately HK$6,615,000). A
5% decrease in discount rate holding all other
variables constant would increase the carrying amount
of the convertible notes receivable by approximately
HK$2,903,000 (2016: approximately HK$7,409,000).
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6.

MBTH (&)

(c)

BBIAZAVEFE (&)

hEEF (&)
BE-_ZT—tEtFR-_FT—RF
TZRA=1t—BLFE F—#&
B ARz AR TR
BAXEHE=R -AEENHK
RRNRAFEFRARNZHHE
BE L HIR AR -

UEX

EIRIEIN5% » FTE E Al S A =4
& BT R A AR E (A A5G
#I37,00008 7 (ZT—XRF : 4
676,000/87C) ° HIEBH 5% @ BT A
Hh A BRRGEFIE - BUTIRR
ZIEMREER R 2 %136,0008 7T (
TZ— N 49617,00087T) ©

BRIR R IN5% - FTh H i n] & E =4
BAAE  EWITIRBREERNREER
472,384,000 (ZZT— N5 ¢
#76,615,0008 ) ° BRIREFH 5%
CTEHMAI SRR TE B
AR EENERERS D
2,903,000 (ZZE—XF + 4
7,409,000/87C) -°



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

6. FINANCIAL INSTRUMENTS (continued)

(c)

Fair value measurements of financial
instruments (continued)

Fair value of the Group’s financial assets
and financial liabilities that are measured at
fair value on recurring basis

Reconciliation of Level 3 fair value measurement
Investment at fair value through profit or loss

For the year ended 31 December 2017

HE_ZT—+tF+-A=1T—HIEFE

MBTH (&)

(c)

BBIAZAVEFE (&)

FEEEEM RN FETEZE
BEERMBRABZAFE

BN FEFAEZHE
BBBmR A EIRZIRE

2017 2016
—E—tF —E—RF
HK$°000 HK$’000
FHET T
At the beginning of the year R 43,466 _
Disposal through a disposal BB HE —FEHEAF
of a subsidiary (note 40(b))  HE (AaE40(b)) (2,167) _
Additions NE - 25,367
Gain on derecognised of RIFHERE —REm 2
day-one gain W g 25,700 -
(Loss)/gain recognised in FARBRERN (EE),/
profit or loss during the year Mz (47,706) 18,099
At the end of the year RER 19,293 43,466
Net (loss)/gain for the year  fEEFBERILATE
included in profit or loss PR 2 BT AB &
for investments designated (Gt AHAM (EE) W)
as at fair value through MARFE(EE)
profit or loss (included Wz F 58
in other (loss)/gain) (22,006) 18,099

Fair value of financial assets and financial
liabilities that are not measured at fair
value

The directors of the Company consider that the
carrying amounts of other financial assets and
financial liabilities recognised at amortised cost
in the consolidated financial statements
approximate their fair values.

WHZERFEFEZHBEEER
HBEEZATE

ARREERRNEGEE M BRE
PIRE AN ER 2 A E
EEMFREZRABERELAYF
(ERIEESR
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

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

FINANCIAL INSTRUMENTS (continued)

6.

(d)

Offsetting financial assets and financial
liabilities

The disclosures set out in the tables below
include financial assets and financial liabilities
that are subject to an enforceable master
netting arrangement or similar agreement that
covers similar financial instruments that are
either:

- offset in the Group’s consolidated
statement of financial position; or

- not offset in the consolidated statement
of financial position as the offsetting
criteria are not met.

Under the agreement of continuous net
settlement made between the Group and the
clearing house, the Group has a legally
enforceable right to set off the money obligations
receivable and payable with clearing house on
the same settlement date and the Group intends
to settle on a net basis.

In addition, the Group has a legally enforceable
right to set off the accounts receivable and
payables to cash clients that are due to be
settled on the same date and the Group intends
to settle these balances on a net basis.

Except for balances which are due to be settled
on the same date which are being offset,
amounts due from/to the clearing house and
accounts receivable from and payables to cash
clients that are not to be settled on the same
date, financial collateral including cash and
securities received by the Group and deposit
placed with clearing house do not meet the
criteria for offsetting in the consolidated
statement of financial position since the right
of set-off of the recognised amounts is only
enforceable following an event of default.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

FINANCIAL INSTRUMENTS (continued) 6. H®IAR @)
(d) Offsetting financial assets and financial (d) EHEMKEERUBEE (&)
liabilities (continued)
(a) Financial assets subject to offsetting, (a) ZRREHY - THTHEE
enforceable master netting bl TR b
arrangements or similar agreements BE

Related amounts
not offset in consolidated
statement of financial position

ARGRUBRREAE HNEBFE

Gross
amounts of Net
recognised  amount of
financial financial
liabilities assets
set off presented
Gross in the in the

amount of consolidated consolidated
recognised statement of  statement

financial financial  of financial Financial Collateral Net
assets position position instruments received amount
Raa &&

BERRRAN  BERRRA

EER  HENcRD 2HH
HREREE WHEEAR MREETE BEIE BHERR 8
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T T T T

At 31 December 2017 R=E-t%

+2A=t-8
Financial assets HHEE
Accounts receivable  TEUER3T 3197 (2,314) 883 - - 883

At 31 December 2016 H=E-A%
tZA=t-8
Financial assets HHEE
Accounts receivable R - - - - - -
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

For the year ended 31 December 2017
HE_Z—+tF+-A=+—HLFE
6. FINANCIAL INSTRUMENTS (continued) 6.
(d) Offsetting financial assets and financial
liabilities (continued)
(b) Financial liabilities subject to
offsetting, enforceable master netting
arrangements or similar agreements

Gross
amounts of
recognised

financial

assets

set off

Gross in the
amount of  consolidated
recognised  statement of

financial financial
liabilities position
n&a

HBRRRA

BRR  ERENCER
HEREAE MREESE
HK$000 HK$'000

TR (&)
(d) ERVBEERVBEE (&)

(b) RRR#EHE - THTHEY
35 % D B SR ALU I s B R 3
B

Related amounts
not offset in consolidated
statement of financial position

ARGRUBRREAE HNEBFE

Net
amount of
financial
liabilities
presented
in the
consolidated
statement
of financial Financial Collateral Net
position instruments received amount
&4
HBRRRA
2HM
HHERFE BBIE  CHERR i
HK$'000 HK$'000 HK$'000 HK$'000

T T T T T T
At 31 December 2017 R=E-t%
TZR=t-H
Financial liabilities ~ E1%&E
Accounts payable ERER 8,395 (2.314) 6,081 - - 6,081

At 31 December 2016 R=E-A%
tZR=t-H
Financial liabilities ~ B%EE
Accounts payable JERER - -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

SEGMENT INFORMATION

On 28 January 2016, the board of directors resolved
to develop integrated financial services including
provision of securities brokerage services, placing and
underwriting services, corporate finance advisory
services, investment advisory and asset management
services, margin financing and money-lending
business, securities investment and proprietary
trading. During the year ended 31 December 2017,
the Group continued its proprietary trading activities
related to equity securities listed in Hong Kong, which
become the principal business of the Group. The
proprietary trading activities are carried out through
wholly owned subsidiaries. For the year ended 31
December 2016, the Group has been operating with
only one reportable and operating segment: trading
of securities segment engaged in the purchase and
sales of securities investments. For the year ended
31 December 2017, the Group acquired a subsidiary
which is engaged in securities brokerage services.
The chief operating decision maker (“CODM”)
considers the performance of financial assets
classified as held-for-trading investments, financial
assets at fair value through profit or loss and securities
brokerage as only one reportable and operating
segment for the purpose of resources allocation and
performance assessment. Accordingly, no further
segment information has been presented.

e M ERAR MR

For the year ended 31 December 2017

HE_Z—+F+-A=1+—HLLFE
D EER
R-_TE—ARE—A-+N\B BEFgR
RERGETRRBER BEEHE
HRERE EENBHRS CXRE
BRI E AN EEE R R
BFTRMENREELE BFRERBE
RGP BE_ET—ttF+_-_A=+—H
IFFEERN AEBEEHBEERNES L
TRAEZERZBERFEE WKBR
SECZIEXBF -BEXHEBERSE
EffEARIAR BE_T—RF+=
A=+—BLFE KNEEEL—@EA
EMRBENHEE - BHFEEDF
REFFRECEBE-HE_T—+tF
TZRA=1T—BLFE FNEBEWHE—
FREBAELERBHOMBEAR - F 2
EEARE([FTELERRE SN E
RFIEEEREZMBEE FiBER
BATEINRZ MBEEREFLLE
ER— R RERKELEDEMERE A
HEITERD B LRI - AL B2
S — A E KL -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

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

8. REVENUE AND NET REALISED LOSSES 8. WaRREESEARBSEEENLD

FROM SALES OF LISTED EQUITY RAREZESREIRFHE
INVESTMENTS CLASSIFIED AS HELD-
FOR-TRADING
2017 2016
—E—+F ZTE—REF
HK$’000 HK$’000
FET FET
Brokerage commission income KMl A 1,071 -
Dividend income from held-for- BIEBERE 2R BUA
trading investments 751 1,132
1,822 1,132
Net realised losses from sales of HESEABEEEN
listed equity investments classified EMRAKRE 22 #H
as held-for-trading BB (87,589) (19,085)
(85,767) (17,953)
9. OTHER INCOME 9. HfblkA
2017 2016
—E—tfF A
HK$’000 HK$’000
FET FET
Clearing fee income HEBIA 69 _
Interest income on convertible JE U AT AR IR 2 FI B
notes receivable WA 1,753 523
Interest income on AHEERE ZFBWA
available-for-sale investments 350 1,097
Interest income on loan JEWRE R RIRTTIERZ
receivables and bank deposits FEMA - 403
Dividend income from AMEREREZ
available-for-sale investments R EMA 1,512 2,167
Royalty income B RA 264 436
Waive of tax penalty R BIE TR 1,528 -
Others HAth 250 -
5,726 4,626
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
i E B R M R

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

OTHER (LOSS)/GAIN 10. Hfth (FE) W#
2017 2016
—E— 4t —E— N
HK$’000 HK$’000
F#T FBT

Fair value (loss)/gain on convertible WA TR 2 AFE

notes receivable (E18),/ Wzt (47,706) 18,099
(Loss)/gain on disposal of HEMBARLZ

subsidiaries (note 40) (E518), Wz (ffaE40) (7) 32,153
Loss on disposal of property, plant HEY% FFE Mk 2

and equipment i (168) -
Gain recognised upon disposal of HEAHLERER

available-for-sale investments TR W - 1,761
Net foreign exchange gain/(loss) PE 5 s (E518) 514 (1,016)
Impairment loss on property, plant %1%~ BE k&2

and equipment RIEEE - (10,470)
Gain on derecognition of day-one  # LR AR EE

gain on convertible notes F—XKhzm 2 Wzm 25,700 _
Gain on initial recognition available- #ZHERAHEEREZ

for-sale investments e 3,402 _

(18,265) 40,527
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

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

11.

FORFEITURE OF A DEPOSIT PAID FOR
ACQUISITION OF A TARGET COMPANY
On 10 March 2016, a wholly-owned subsidiary of the
Company entered into a sale and purchase agreement
(the “Agreement”) with Freeman Financial Investment
Corporation (the “Vendor”), an independent third party,
for the acquisition of a target company engaging in
the securities trading business (the “Acquisition”). The
target company and the Vendor are wholly owned by
Freeman Financial Corporation Limited (“Freeman”),
an independent third party. The total consideration
of the Acquisition is HK$1,800 million which will be
satisfied, among others, by a cash deposit of HK$150
million (the “Deposit”) and the balance of HK$1,650
million will be satisfied by the issuance of promissory
notes by the Company on the date of completion of
the Acquisition. The Deposit is not refundable except
under the circumstances that (i) if the shareholders
of Freeman shall have voted against the Acquisition
in its extraordinary general meeting, the Vendor shall
refund the Deposit in full, without interest, to the
Company; or (ii) if the shareholders of the Company
shall have voted against the Acquisition in the
Company’s special general meeting, the Vendor shall
be entitled to forfeit half of the Deposit. On 12 March
2016, the Company paid the Deposit to the Vendor.
On 15 April 2016, the Listing Division of the Stock
Exchange (the “Listing Division”) ruled that the
Acquisition is a reverse takeover and would be treated
as if it were a new listing applicant if the Company
proceeded with the Acquisition. On 25 April 2016 and
3 June 2016, the Company seek advices from the
Listing Committee and the Listing (Review) Committee
of the Stock Exchange, respectively, to review the
ruling of the Listing Division. The decision by both
committees upholding the Listing Division’s decision.
In this regard, the Company and the Vendor agreed
the Acaquisition cannot proceed and has to be
terminated and the Deposit was forfeited in full in
accordance with its terms in the Agreement. As a
result, HK$150 million was written off and charged
to profit or loss for the year ended 31 December
2016.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RRME

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

12. FINANCE COSTS 12. BHERAE
2017 2016
—E—tfF —ZE-RF
HK$°000 HK$’000
FET FET
Interest on borrowings BEME(LIFRATE
(total borrowing costs on financial FTAEZZTBEGBZ
liabilities that are not at fair value  #fEEMKA)
through profit or loss) 158 2,530
13. DIVIDEND 13. RE

No dividend was paid or proposed during the year
ended 31 December 2017, nor has any dividend been
proposed since the end of the reporting period (2016:
HK$Nil).

HE-_Z—+tF+-_A=+—HILFE
I 8K S FREMRE - BREHR
AR TR B R A A B ( —F — R 4F -
THIT)e
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

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

14.

LOSS BEFORE TAX 14.
Loss before tax has been arrived at after charging
the following:

BRBiAIE R
BRELATE IR FORR T 57 A

2017 2016
—E—+tF —E—RF
HK$’000 HK$’000
FET F&T
Auditor’s remuneration =BT 2 1,200 1,100
Directors’ emoluments (note 16) EE=Me (HiF16) 4,278 12,858
Other staff costs Hh 8 TAA
~ Salaries and allowance —Fe KR 13,853 9,269
- Contribution to retirement benefit —EKEHFHEI R
scheme 403 280
- Equity-settled share-based —UREEEE CRIES
payment expenses T 2 - 28,757
Total staff costs BT A4%8 18,534 51,164
Equity-settled share-based payment AREzAEE 2 [ S H)
expenses (other than employees (T BEREE K
and directors) included in BE)(FrATEX L)
administrative expenses (note) (Ktat) - 27,166
Depreciation of property, plant and %1% BB KRBT E
equipment 1,614 5,976
Operating lease payments in respect TE &% % 2 2 EHE K
of rental properties 4,768 4,031
Changes in fair value of financial DHERBIEEENTS
assets classified as held-for- BEZANFEERD
trading
- Realised losses from sale of —HEETRAKEZ
listed equity investments 225 EiE 87,589 19,085
- Unrealised losses from changes — LTRAKRERFE
in fair value of listed equity 2y AREHER
investments 236,238 71,661
323,827 90,746
Note: et -

Amount represent the fair value of share options granted to
employees of service providers to motivate them to provide
high quality services.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
i E B R M R

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

15. INCOME TAX CREDIT/(EXPENSE) 15. FifEBiEKR  (B%)
(a) Income tax credit/(expense) recognised in (a) REZBIANFMEHER

profit or loss (BAx%)
2017 2016
—EB—+tF it SVAN
HK$’000 HK$’000
FEXT FET
Hong Kong Profits Tax EEBNEB
Current tax BNERT I8 - -
Overprovision/(underprovision) BEFEBRERE
in respect of prior years (BETRE) 10,967 (10,967)
10,967 (10,967)

The Group is subject to income tax on an entity
basis on profits arising on derived from the
jurisdictions in which the members domiciled
and operate.

No provision for Hong Kong Profits Tax had
been made in the financial statements as the
Group did not have assessable profits arising
in Hong Kong for the years ended 31 December
2016 and 2017.

Pursuant to rules and regulations of Bermuda
and British Virgin Islands (“BVI”), the Group is
not subject to any income tax in Bermuda and
BVI.

AEEARBERBRELEBLIRE
B AR E T R & T RDA
TR B0 R B P 1S 3 o

HRBE-Z-—R"FR-_FT—+t
FT_A=T—RHILFEAEH
WEELBEBHNERGH
PR I AE BB RIS T B

REBRERKBREZES ([ R
BRZEE DHRAFZER &
SEBAEARENRBRUR
SHMEMER -
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

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

INCOME TAX CREDIT/(EXPENSE)

(continued)

15.

(a)

Income tax credit/(expense) recognised in
profit or loss (continued)

On 21 March 2016, Imagi Crystal Limited
(“Imagi Crystal”), a wholly-owned subsidiary of
the Company, received a time-barred tax
demand note dated 14 March 2016 issued by
the Hong Kong Inland Revenue Department (the
“HKIRD”) for approximately HK$9,863,000 for
the year of assessment 2009/10. On 23 February
2017, Imagi Crystal received a tax demand note
dated 21 February 2017 issued by the HKIRD
for approximately HK$1,104,000 for the year
assessment 2010/11. Since Imagi Crystal is in
a net current liabilities position, Imagi Crystal
did not purchase tax reserve certificates before
the due date and the HKIRD had applied a 5%
surcharge of approximately HK$493,000 and
10% surcharge of
approximately HK$1,035,000 to the outstanding
amounts. The HKIRD considered that the
impairment loss on graphic imaging animation
pictures, classified as intangible assets and
charged to profit or loss for the respective year
was not deductible and the costs should have
been treated as capital expenditure for the year
of assessment of 2009/10. Furthermore, the
HKIRD considered that the impairment loss on
an amount due from a fellow subsidiary as a
waiver to the fellow subsidiary in the year of
assessment 2010/11
deductible as there were no documentary
evidences to justify the claim for impairment
loss. The directors of the Company reassessed
the tax position of Imagi Crystal and recognised
HK$10,967,000 as income tax expense and
HK$1,528,000 as administrative expense for the
year ended 31 December 2016.

another additional

and should not be
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15.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

INCOME TAX CREDIT/(EXPENSE) 15.

(continued)

(a)

(b)

Income tax credit/(expense) recognised in
profit or loss (continued)

During the year ended 31 December 2017,
Imagi Crystal received a confirmation from the
HKIRD that the aforementioned impairment
losses made on graphic imaging animation
pictures should be deductible, and the Group
reversed the tax provision of HK$10,967,000
and the tax surcharge of HK$1,528,000
accordingly.

Reconciliation between tax expense and

e M ERAR MR

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

FresiE R, (BA%) (&)

(a) NEZBINFAEHRER

(%) (&)
REBEZE—+tF+HA=1—
AIEFE ESKBKRINEEM
BRHMER L EgEHE
ELRREBEBENT TNk
AEBCDHEEREBHIERE
10,967,000 & Jt & % 3 Y 0
1,528,000/ 7T °

(b) BUAMXEREARERIEZE

accounting loss at applicable tax rate: TE Y ER -
2017 2016
—E—+F —E—RF
HK$’000 HK$’000
FET FA&T
Loss before tax BRI AT E 1B (452,005) (417,562)
Tax at the domestic income tax IZAHIPIIST 3 16.5%
rate of 16.5% TR ZBR (74,581) (68,898)
Tax effect of expenses not PRI 2 2 B
deductible for tax purpose 2 77,962 54,360
Tax effect of income not taxable HZERWAZ T
for tax purpose - (5,956) (9,550)
Tax effect of deductible temporary i A 52 A H1F B i
differences not recognised ERMIMGHE - (288)
Tax effect of tax losses not M AR ERRIEEIE 2
recognised kS 2,575 24,376
Overprovision/(underprovision) in B FE@BFEEE,
respect of prior years (BETR) 10,967 (10,967)
Income tax credit/(expense) for FRPTERE L,
the year (FI32) 10,967 (10,967)
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

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

INCOME TAX CREDIT/(EXPENSE)

(continued)

15.

(c)

(d)

At the end of the reporting period, the Group
has unused tax losses of approximately
HK$434,141,000 (2016: HK$310,001,000)
available for offset against future profits. No
deferred tax assets has been recognised due
to the unpredictability of future profit streams.
The tax losses may be carried forward
indefinitely.

The Group disposed of Infoport Management
Limited and its subsidiaries (collectively referred
to as “TE Group”) during the year ended 31
December 2013. Pursuant to the relevant tax
laws in the PRC, the directors of the Company
evaluated the probability of whether or not that
a capital gain has arisen from the disposal of
TE Group. Taking into account the advice
obtained from tax advisor, the directors of the
Company are of the opinion that its overall
investment loss position is justifiable and
accordingly, no capital gain tax needs to be
recognised in respect of the disposal of TE
Group.
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16.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
i E B R M R

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

DIRECTORS’ AND CHIEF EXECUTIVE’S 16. EBERIETHAEME
EMOLUMENTS
Directors’ emoluments disclosed pursuant to section BEEME RBE(EB D AEH)E383(1)
383(1) of the Hong Kong Companies Ordinance and ERCARI(BBEESEFRER)EDINE
Part 2 of the Companies (Disclosure of information 2EHEFELAT ¢
about Benefits of Directors) Regulation are as follows:
31 December 2017 —E2—+HE+=-A=+—8H
Contributions  Equity-settled
Salaries  to retirement  share-based
and other benefit payment
Fees benefits scheme expenses Total
#ek BAEA  NREEEEZ
ika At ER SRR REIANXM @t
HK$°000 HK$°000 HK$'000 HK$’000 HK$°000
TR TEx ThEx Thx TET
Executive directors: HITEE:
Mr. Wong Yat Fai (note a) THB%EE (Hiita) - 300 6 - 306
Mr. Kitchell Osman Bin Kitchell Osman BinZt £
(note b) (i) - 1,800 18 - 1,818
Mr. Shimazaki Koji (note b) EEZRI%4E (Hith) - 780 18 - 798
Ms. Choi Ka Wing (note ¢) ExR#EaL (Hfitc) - 540 18 - 558
Independent non-executive BVIFHTEE :
directors:
Mr. Chow Chi Wah Vincent EEE%% (Kfitd)
(note d) 80 - - - 80
Dr. Kwong Kai Sing Benny ~ BEIRIEL (Hfite)
(note ¢) 80 - - - 80
Dr. Santos Antonio Maria ~ HEREEL (A7)
(note f) 240 - - - 240
Mr. Miu Frank H. (note g) ~ 8%&%%E (Hiitg) 240 - - - 240
Ms. Liu Jianyi (note h) Blsta L (With) 158 - - - 158
798 3,420 60 - 4,278
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e BRI

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

16. DIRECTORS’ AND CHIEF EXECUTIVE’S

EMOLUMENTS (continued)
31 December 2016

16. EERFIETHAEME ©)

—F-A"F+=A=t-H

Contributions  Equity-settled

Salaries share-based payment

to retirement and other benefit
Fees benefits scheme expenses Total

RIRER  EREEZ
e HEREMET A REIASTM @zt
HK$'000 HK$’000 HK$'000 HK$'000 HK$'000
FBT FEL T FiE FBT

Executive directors: HITEE :
Mr. Suen Yick Lun Philip ~ F&ELE(MZ)
(note ) - 534 23 - 557
Mr. Chung Yuk Lun (note j) EEETAE(H) - 400 - - 400
Mr. Wong Yat Fai (note 3 ~ L@ %k (Hfifa) - 834 15 - 849
Mr. Kitchell Osman Bin Kitchell Osman Bin
(note b) S (Hitb) - 1,200 12 3,022 4,234
Mr. Shimazaki Koji (note b) SEB=ZRIEE(H:b) - 520 12 1914 2,446
Ms. Choi Ka Wing (note ¢) EFK=AZL(Hritc) - 360 12 3,022 3,304
Non-executive director: ~ F#HITEE

Mr. Leung Pak To (note j) ~ RIBELE(HZ)) 36 - - - 35
Independent non-executive BUFHITEE -

directors:

Mr. Chow Chi Wah Vincent AHERE(Hid)

(note d) 203 . . . 203
Dr. Kwong Kai Sing Benny ~ BEUKIE L (Afite)

(note €) 223 - - - 223
Dr. Santos Antonio Maria ~ TtREBL(Hfiff)

(note 1) 223 - - - 223
Mr. Miu Frank H. (note g) ~ 25 7E4E(Hitg) 219 - . , 219
Mr. Chan Yuk Sang (note k) REE5%E(H k) 18 - - - 18
Mr. Cheng Yuk Wo (note k) EVERAISE A (Hitk) 18 - - - 18
Dr. Lam Lee G. (note k)~ MEEEBL (k) 18 - - - 18

978 3,848 74 7,958 12,858
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16.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS (continued)

Notes:

(@)

Mr. Wong Yat Fai was appointed and resigned as an
executive director on 28 January 2016 and 10 April
2017 respectively.

Mr. Kitchell Osman Bin and Mr. Shimazaki Koji were
appointed as executive directors on 10 May 2016.

Ms. Choi Ka Wing was appointed as an executive
director on 12 May 2016.

Mr. Chow Chi Wah Vincent was appointed and resigned
as an independent non-executive director on 28
January 2016 and 10 April 2017 respectively.

Dr. Kwong Kai Sing Benny was appointed and resigned
as an independent non-executive director 28 January
2016 and on 4 May 2017 respectively.

Dr. Santos Antonio Maria was appointed as an
independent non-executive director on 28 January
2016.

Mr. Miu Frank H. was appointed as an independent
non-executive director on 2 February 2016.

Ms. Liu Jianyi was appointed as an independent non-
executive director on 4 May 2017.

Mr. Chung Yuk Lun was appointed and resigned as
an executive directors on 1 May 2016 and 15 June
2016 respectively.

Mr. Leung Pak To was resigned as an non-executive
director on 23 February 2016.

Mr. Chan Yuk Sang, Mr. Cheng Yuk Wo and Dr. Lam
Lee G. were resigned as independent non-executive
directors on 28 January 2016.

Mr. Suen Yick Lun Philip was appointed and resigned
as an executive director on 28 January 2016 and 16
August 2016 respectively.

e M ERAR MR

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

EERFIRITRAEME (@)
it -

(a) TEBEER_TE—F"F—A=+N
Ak—ZE—+tFNA+HDRERE
MEBERBPITES -

(b) Kitchell Osman Bin%t 4 KIS IR = &)
EER_ZE-"FREA+HEZTA
WITES -

() BRAXEIR _E-R"FEA+H
BZERPITES -

(d) AEEAER-_T—R"E—A=-F+N
Br—Z—+tFMNA+HDRIEZE
MBI ABN IFRITES -

(e) BREKBELTR-_Z—X<"EF—A=-+N
BN -_Z—+FRHAMNBDRIERT
MBI AV IEITES -

) HEERBETR-_Z—X<"EF—A=-+N
BEZTABIIFITES -

(9) BEEENR_ZT-—R"F-_A-HEZ
FERBIIFNITES -

(h Bzt —tFRAMNBE
RERBILIFRITES -

(i) BEBMAENR _T-R"EFHA-HAR
ZE-REXRNATRADREZRER
BERWITES -

0] RABMEER_TE—FRF_A=-+=
BET A ERITES -

(k) BREAESEA - BEIA L E RMRIER
TR ZE—RNF—A=-+/\BEIAE
B IEMITESE ©

() BREBEER _ZE—RF-AZTN

BRZZE-RFNATRBDRES
ERBRERITES -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e BRI

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

16.

17.

DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS (continued)

The executive directors’ emoluments shown above
were mainly for their services in connection with the
management of the affairs of the Company and the
Group and the emoluments for non-executive
directors, and independent non-executive directors
shown above were mainly for their services as
directors of the Company. The Company do not have
chief executive.

No directors of the Company waived any emoluments
for both reporting years and no emoluments were
paid by the Group to the directors of the Company
as an inducement to join or upon joining the Group,
nor as compensation for loss of office during the
years.

EMPLOYEES’ EMOLUMENTS

Of the five individuals with the highest emoluments,
three (2016: four) were employees who are not
directors of the Company and the remainder are
directors of the Company whose emoluments are
included in the disclosures in note 16 above. The
emoluments of these three (2016: four) highest paid
employees were as follows:

16.

17.

ESRTETRAEME (&)

EXFATRATES e TR BREKEF
AEEARRR RAEE 2 ZBHRERE
MEE MIERTESZTNBILIFATE
EZFHNEIZERERSERESTRER
BT - RARIL BITIRAER

RRERSFER NRAESZHEN
ZEMME -REMEFER  NEBEA
BRAARBEEIMERMEARSIE
MAREBESAERIMARNEE 2 82E) sk
ERREREBMEEE-

EEME
AEEGRSFMHzERALH  =R(Z
T—RF: MOB)RARAEFNINZ
BE HRIRARBES EMENEX
MEE16MIKEE - Ell =R (=T —RF :
mE)GReFMEE 2MEmT

2017 2016

—E—+t5F —E—RE

HK$’000 HK$’000

FET FET

Salaries and other benefits e kEMER 2,916 2,309
Equity-settled share-based N AR 2 RIESZ T

payment expenses X H - 19,107

Contributions to retirement RIKEFET IR
benefit scheme 54 65
2,970 21,481
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17.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
i E B R M R

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

EMPLOYEES’ EMOLUMENTS (continued) 17. REEME @)
Their emoluments were within the following bands: EALTZMEN FIATEHE -
Number of Number of
employee employee
BEAH BEAH
HK$Nil to HK$1,000,000 Z87021,000,00074 7T 2 _
HK$1,000,001 to HK$1,500,000 1,000,001/%7C£ 1,500,000/ T 1 -
HK$1,500,001 to HK$3,500,000 1,500,001/8 7L %3,500,000/8 7T - -
HK$3,500,001 to HK$4,000,000 3,500,001 70 24,000,000/% 7T - 1
HK$5,000,001 to HK$5,500,000 5,000,001/ L% 5,500,000/ 7T - 1
HK$6,000,001 to HK$6,500,000 6,000,001 7£6,500,000/8 7T - 2
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

For the year ended 31 December 2017
HE_Z—+HF+-_A=t+—HILFE

18. LOSS PER SHARE 18.
(a) Basic loss per share
The calculation of the basic loss per share

BREE
(@) BREXEE
LN T%ﬁAEmtk%$%ﬁ

attributable to owners of the Company is based THER AT 85
on the following data:
2017 2016
—2—tF ZE-RF
HK$’000 HK$’000
FHET T#ET
Loss &8
Loss for the purposes of AR EEREREEZ
basic loss per share [gi=] (441,038) (424,549)
Number of shares RoOHA
Issued ordinary shares at 1 HA—F—HZB#1T
January T 4,548,172,578 9,968,812,720
Effect of shares issued FrEETTIID 2 & 139,010,959  2,350,256,147
Effect of share options Frix HigiE 2 7 2
exercised - 625,204,918
Effect of share consolidations fo YA e (4,023,808,540) (12,540,859,905)
Effect of open offer NABEZZE - 46,104,443
Weighted average number of M+—-—A=+—HZ
ordinary shares at 31 TR It a2
December 663,374,997 449,518,323
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

18. LOSS PER SHARE (continued)

(a)

(b)

Basic loss per share (continued)

For the year ended 31 December 2017, the
weighted average number of ordinary shares
for the purpose of basic loss per share has
been adjusted for the share consolidation on
13 March 2017 (“Share consolidation 117).

For the year ended 31 December 2016, the
weighted average number of ordinary shares
for the purpose of basic loss per share has
been adjusted for the share consolidation on
31 May 2016 (“Share Consideration 1”), open
offer on 26 August 2016 and Share Consideration
Il on 13 March 2017.

Details of the share consolidations are set out
in note 34(b) and 34(f).

Diluted loss per share

For the years ended 31 December 2016 and
2017, diluted loss per share was the same as
the basic loss per share because the exercises
of the Company’s share options outstanding
during the year would have an anti-dilutive
effect.

For the year ended 31 December 2017

HE_ZT—+tF+-A=1T—HIEFE

18. BREE (@)

(a)

(b)

BREXREE (&)
HE-_Z—+F+=-_A=+—H
EFE ARHESREREE
MERRMETFOHEESR-F
—+tE=A+=BHBRHAH
([RHEH-)IELFAE-

BE-ZT—AF+-A=+—H
HEE - BRI EERERER
B B E T B =
—NERB=+— BHRHGA B
TRBEH—D —B—ANEN
B-+AABMANEER -2
—rE=AHZANRG A=
39 -

I 10 & 0 2 FFIBE R M 5E34(b) &
MIFES4(f) ©

BREEEE
BHE-Z-—RFER-_ZF—LtF
+-RA=t-—BLEE SKE
BEBESHREABEMRAR R
HEFRITERABRITEEK
EEEEREBELE-
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

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

19. PROPERTY, PLANT AND EQUIPMENT 19. Y% BREKRRZE
Leasehold Furniture,
land and Leasehold Motor Yacht fixtures and
buildings  improvements vehicle and boat equipment Total
B B
BELHRET  RENEEE ot R FE ] it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T AT T AT TAT T
CosT A
At 1 January 2016 RZZE
—A-H 100,627 525 - - 1,018 102,170
Additions HE - 2 2,184 45,000 705 47,891
Disposals of subsidiaries ~ HEMELT
(note 40) (Hrit40) (100,627) - - - 1) (100,628)
Disposals HE - - - - (712) (712)
At 31 December 2016 and 1 I =F—7AF 127
January 2017 “t-RR-%
—t5-A-H - 527 2,184 45,000 1,010 48,721
Additions HE - - - 250 559 809
Additions through FRUENEAT
acquisition of a subsidiary ~ MRE(Hi£39)
(note 39) - - % - 60 154
Disposal of subsidiaries HEHBAT
(note 40) (Hrit40) - - - (250) - (250)
Disposals e - - (94) (45,000) (275) (45,369)
At 31 December 2017 RZF-LF
tZA=1-H - 527 2,184 - 1,354 4,065
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

e B RRME

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

19. PROPERTY, PLANT AND EQUIPMENT 19. ¥ BERRE &)
(continued)
Leasehold Furniture,
land and Leasehold Motor Yacht fixtures and
buildings  improvements vehicle and boat equipment Total
B 2B
AELiREr  AENEEE A& BER e Eh)
HK$000 HK$ 000 HK$'000 HK$ 000 HK$ 000 HK$'000
Fér FET FET FET FET T
DEPRECIATION AND HERAE
IMPAIRMENT
At 1 January 2016 W=%-7E-B-A 3,264 111 - . 726 4,101
Charge for the year ERk 1,632 176 255 3750 163 5,976
Impairment loss ERBINEHERSE
recognised in the year  (#)
(note) - - - 10470 - 10470
Eliminated on disposals of Rt EMEARREH
subsidiaries (note 40) (Hrit40) (4,896) - - - - (4,896)
Eliminated on disposals ~ (HE&3H - - - - (704) (704)
At 31 December 2016 and R=F—7F
1 January 2017 TZA=1t-BR
“E-tF-A-H - 287 255 14,220 185 14,047
Charge for the year Enik - 176 484 757 197 1614
Eliminated on disposals of \EENBARE
subsidiaries af - - - 6) - (6)
Written back on disposals  HiEH &M - - @7 (14,971) 98) (15,116)
At 31 December 2017 RZE—tf
t-A=1-H - 463 692 . 284 1439
CARRYING VALUE BEE
At 31 December 2017~ RZE—tfE
t-R=1-F - 64 1492 - 1070 2,626
At 31 December 2016 RZF-1F
T-A=1-F - 240 1929 30,780 825 33,774

The leasehold

land and buildings comprises

commercial office units and car park spaces located

in Hong Kong.

BETIREFRENRNELY
7R A ELA RoA S -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

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

19.

PROPERTY, PLANT AND EQUIPMENT
(continued)

The above items of property, plant and equipment
are depreciated on a straight-line basis at the following
rates per annum:

Leasehold land and Over the shorter of the term

buildings of the lease, or 50 years
Leasehold Over the shorter of the term
improvements of the lease, or 5 years
Motor vehicles 20%
Yacht and boat 10%

Furniture, fixtures 5% - 20%

and equipment

Note:

On 21 February 2017, a wholly owned subsidiary of the
Company (the “Vendor”) entered into a sale and purchase
agreement with an independent third party (the “Purchaser”)
pursuant to which the Vendor has conditionally agreed to
sell and the Purchaser has conditionally agreed to purchase
the yacht and the net proceed from such disposal amounted
to approximately HK$30,030,000. As the selling price is lower
than the carrying amount of the yacht as at 31 December
2016, the directors of the Company assessed the recoverable
amount of the yacht as at 31 December 2016 and as a result
the carrying amount of the yacht was written down to its
recoverable amount of HK$30,780,000. An impairment loss
of HK$10,470,000 was recognised as expense for the year
ended 31 December 2016. The estimate of the recoverable
amount was based on the fair value less costs of disposal
using market approach by reference to the subsequent selling
price of the yacht less costs of disposal.
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BEME - BEREEEE DL ERE
BATFENE -

METHMET RAREEFMLA+

FHMEZREE
HEWERE REBEHEFHXATF
HmE BEE
E 20%
e S IR A 10%
FEGCEER 5% - 20%
B
Wit -

RZE—+tF-_A=-+—H  AQF—ME2¥&
ME e ([EF]) BE—%@yE=75 ([
BH1) sl EEWSE - Bt BAES
BKHREHEMESEBKHREHEEEE -
Z S EIEM TS A F 58 4930,030,000%
L HREBRR-_Z—XF+=-A=+—8
FHEMEEE  AAREZETHEEER -
—ANFTZA=t+—BHRkESRE - WEE
AR TEE I3 2 AT Uk 21 4 5830,780,0004 7T °
HE-Z—R"E+-A=1+—HIEE  HmE
E51810,470,0008 THER B - ¥l i@
SHEMHEAERERATPEREERA - 2L
REEEEREENEKIETISATE -



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
i E B R M R

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

20. GOODWILL 20. HE
2017
—E—tF
HK$’000
FET
Cost A
At 1 January m—H—H -
Arising on acquisition of a subsidiary E Ui — M B A R mEE
(note 39) (K47£39) 5,878
At 31 December Rt-—A=1—~H 5,878
Impairment RE
At 1 January m—HA—H -
Impairment loss recognised in the year FANRERERERE 5,878
At 31 December RT-A=1t—H 5,878
Carrying value REE
At 31 December R+=—A=+—~” -
Goodwill is allocated to the Group’s cash-generating HEIRERAEEREREZES
unit (“CGU”) of the securities brokerage services BARBIE TESF L L RBEBD
business under the integrated financial services in ReEdssu((ReEEEM])-
Hong Kong.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e BRI

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

20.

GOODWILL (continued)

Impairment test for cash-generating unit
containing goodwill

For the impairment testing, goodwill arising from the
acquisition of John & Wong and trading rights held
in the Stock Exchange classified as “intangible assets”
are allocated to the Group’s CGU of the securities
brokerage services business under the integrated
financial services in Hong Kong.

The recoverable amount of the CGU was based on
its value in use and was determined with the
assistance of Asset Appraisal Limited, an independent
professional qualified valuer not connected to the
Group. The calculation used cash flow projections
based on financial budgets approved by management
covering a five-year period. Cash flows beyond the
five-year period are extrapolated using an estimated
growth rate stated below which does not exceed the
forecasts included in industry reports. The growth
rates used do not exceed the long-term average
growth rates for the business in which the CGU
operates. The cash flows are discounted using a
discount rate stated below. The discount rates used
are pre-tax and reflect specific risks relating to the
relevant cash-generating unit.

Key assumptions used for the value-in-use calculations
are as follows:

20.

g (&)
EEEENRSELEMRERNR

BRERARTES  HBAIEFEE] N
BB R B e OB B2 BT 4 M 2 5 HEE
ERHE HREALZERESEA SR
BB ETERERRBEB RS ES
By o

ReEEBEUNA R eBERERE
B AP HEEENEERBRAR(—
HBIEERERMAEM BAKEIL
BEE)HE TETE st EEREREE
B ENRE D FHRNMEREEL
MRS RIEA - BB A FHMEMNIR SR
RN IERER(TEBTERS
P EENEA)ER - FIERAMNERERS
BEARSTELABULEMEXHNRH
FHRRER- B REM NAREE K,
B FIEAMBEIR R BRBATRIRE - &
MREAERSELSUARNEERR

EAEBESEMEANIEMRAT

2017

—E—tHF

Growth rate BRR 3%
Gross profit margin ESVES 75% - 81%
Discount rate ALIR % 16%
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20.

21.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

GOODWILL (continued)

Impairment test for cash-generating unit
containing goodwill (continued)

Management determined the budgeted gross margin
based on past performance and its expectation for
market development. The cash flow projections has
taken into account the deteriorating financial
performance of the securities brokerage services
business due to the unfavourable changes in recent
months and the actual net cash flows generating
thereon worse than those estimated in the previous
impairment assessment. Accordingly, the cash flow
projections have been revised downwards.

At 31 December 2017, the Group recognised an
impairment loss of HK$5,878,000 and HK$2,072,000
on the goodwill and intangible assets respectively.

INTANGIBLE ASSETS

e M ERAR MR

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

20. B8 #®)
ERBENREELEWRENR
(%)

EEEEARNBAERREYMHEENTE
HErBEENX -HBeRBADEE
B ARSI ATSINES - EHL
CREEBNPBRIREE HELN
ERReREFEENFARENES

B fhEt o Eitt - RS RIBAE T3 -

R_ET—

tEF+-A=1T—H X&H

AERETAED R HERRBEER
5,878,000/% 7T }22,072,000/8 7T °

21, BREEE

Trading
rights
CGl held in the
animation Stock
pictures Exchange Total
REER R
EMEGEHE W3 nE
HK$°000 HK$’000 HK$’000
FET T#T TF#ET
(Note a) (note b)
(Ktzta) (Ktatb)
Cost 24
At 1 January 20186, RZE—RF—H
31 December 2016 and —B ZZ—RF
1 January 2017 +TZA=1T—8K
—EF—+tF—-A—H 287,405 - 287,405
Addition through FRWIE—FHM B AT
acquisition of a A E (Ffa£39)
subsidiary (note 39) - 2,931 2,931
At 31 December 2017 R_T—tF+ A
=+—H 287,405 2,931 290,336
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e BRI

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

21. INTANGIBLE ASSETS (continued) 21. BEEE (&)

Trading

rights

CGl held in the

animation Stock
pictures Exchange Total

R FEE
BlEGHE WX 5 #E weE
HK$’000 HK$°000 HK$’000
T T#ET T#ET

(Note a) (note b)

(Ktita) (Ktztb)

Accumulated amortisation Z&T##HREE
and impairment

At 1 January 20186, MZZE—RF—A
31 December 2016 and —H T —RF
1 January 2017 +ZA=+—HK
—T—tF—-A—H 287,405 - 287,405
Impairment loss recognised & MR KR EE1E
in the year - 2,072 2,072
At 31 December 2017 R-ZE—+F+=A
=+—H 287,405 2,072 289,477
Carrying value REE
At 31 December 2017 WZZE—+F+=A
=+—H - 859 859
At 31 December 2016 R-ZT—XRF+_A
=+—H - _ _
Notes: oz

() CGl animation pictures were internally generated and  (a) BISEGDERNPEERIZCS BIEEEE
stated at production costs incurred to date, including ZEUEN ARSI - BIEBRER ZEERAR
borrowing costs capitalised, less accumulated ZFHREBE (F) -
amortisation and impairment losses, if any.

(b)  Trading rights was identified through acquisition of a  (b) RHEBBKEH B AR RS MR - R4

subsidiary, John & Wong, and stated at cost less WREDRERE () AR - RIS
accumulated impairment losses, if any. Particulars of B2 SRR ERFFFIEE S MIEE20 -

the impairment testing of trading rights held in the
Stock Exchange are set out in note 20.
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22.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
i E B R M R

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

AVAILABLE-FOR-SALE INVESTMENTS 22, THHERE
Available-for-sale investments comprise: THBEREBE -
2017 2016
—EB—tF —E—RF
HK$’000 HK$’000
FHET FET
Listed investments at fair value: LHRE EAFE:
Equity shares listed in Hong Kong &8 _Eiafin (ffita)
(note a) 43,092 -
Debt securities listed in Singapore  R¥TAN _E B EE 5
(note b) (KtzEb) 8,086 -
51,178 -
Unlisted equity securities, at cost FFLTRAE S BAAK
(note ¢) (Ktate) - 127,923
Less: Impairment loss B ORE R - (79,273)
- 48,650
51,178 48,650
Analysed for reporting purposes FEBEMNDITS :
as:
Current assets MBEE - 48,650
Non-current assets EmBNEE 51,178 _
51,178 48,650
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

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

AVAILABLE-FOR-SALE INVESTMENTS

22.

22. THHERE &)

(continued)

Notes: Wit -

(a) On 22 March 2017, the Company issued shares in () RZZE—+F=A=-+=-H &AR7
exchange for the shares of Enerchina Holdings Limited, BT - URBRBEEZERBRA
a company listed on the Stock Exchange with a fair 7 (B EmAR) WD - BRIk
value of HK$107,730,000 at the acquisition date. B8 B B3 A 1B A107,730,00078 7T ©
During the year ended 31 December 2017, the Group HE-_Z—+tF+-A=+—RHIEF
identified significant decline in the stock price of the B AEEBRBRIBROMKEKR
shares exchanged, and recognised impairment loss BT B It TR ORE &8
in the amount of HK$64,638,000 accordingly. At 31 64,638,000 7L c A_F—+F+=
December 2017, the fair value was HK$43,092,000 A=+—H  A¥{&EA43,092,000/#
and such investments are pledged to a financial T RERECERT —H o
institution to secure the margin facilities. Details of B ATEBEREER AEER
the Group’s investment in equity share listed in Hong BB LMz RERMDHBOT :

Kong are as follows:
Percentage to
Percentage of the Group's ~ Change in fair
total issued total value
share capital of Percentage to  Percentage to  available-for-  recognised in
the investee ~ Market/Fair ~ the Group’s the Group's net  sale financial other Dividend
Number of company asat  value as at total assets as  assets as at  assets as at comprehensive income for the
Name of investee Place of shares held by 31 December 31 December 31 December 31 December 31 December  income/(loss) year
company incorporation the Group 2017 2017 2017 2017 2017 for the year  (per note 9
Hog-tf Hog-tf
tZAZT-B RZB-tE ROB-tE RIB-tE $IAZt-8
ERREDD tZRSt-B TZR=t-B TZAST-A GAREWE EARABRE
KEERE ACRARA  2MBEE/ ARREEEE  BAREEE  LEMBEE WA/ (BB EARERA
BrELRERE Bl L WRHHE WEA VM WEAE  FENEAM WEAY BINATESRE (El9)
% HKS$'000 % % % HK$'000 HK$'000
T T ThET
Enerchina Holdings Bermuda 75,600,000 2.60% 43,092 5.46% 5.53% 84.20% (64,638) 1512
Limited*
REEERERLT  BRE
' Excluding the listed equty securities classified as held-for-trading investments as : TOETRHREN A B AR EEEREN Ll

disclosed in note 28.
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22.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

AVAILABLE-FOR-SALE INVESTMENTS

(continued)
Notes: (continued)

(b)

On 21 June 2017, the Group subscribed for senior
notes issued by China Evergrande Group at an
aggregated principal amount of USD1,000,000
(equivalent to HK$7,800,000). The senior notes carry
coupon rate of 8.75% per annum, payable semi-
annually in arrears and mature on 21 June 2025. The
senior notes are listed on the Singapore Exchange
Securities Trading Limited.

On 2 March 2016, the Group subscribed for (i)
6,200,000 shares of Joint Global Limited (“Joint
Global”) and (ii) 450,000 shares of FreeOpt Holdings
Limited (“FreeOpt”) at a consideration of HK$45,198,000
and HK$45,000,000, respectively. On 3 March 2016,
the Group subscribed for 7,500,000 shares of Freewill
Holdings Limited (“Freewill”) at a consideration of
HK$37,725,000. These companies all are incorporated
in the Republic of the Marshall Islands. As at 31
December 2016, the Group held 2%, 12% and 1%
equity interest in Joint Global, FreeOpt and Freewill,
respectively. Details of the principal activities and
accounting treatments of these three companies are
mentioned in the 2016 annual report. On 20 January
2017, the Group entered in sale and purchase
agreements with independent third parties to dispose
of the subsidiaries of the Company holding the shares
of Joint Global, FreeOpt and Freewill at a total
consideration of HK$51,000,000 (the “Disposals”). The
Disposals were completed on 23 January 2017.

Wizt

(b)

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

22. THHERE &)

(#)

R-ZE—+FA-+—8 £~&£EEH
REFHREREERITHNELEE
KN4 4% /51,000,000 7T (AERL
7,800,000/7T) © BEEBRHEEAN
RAEGFES.75% @ BELEFEHRL
R —_ZE-—REAA=-1+—H
FE - BAZBERIFINEESRR S
BRAR ET -

RZZE—XRE=ZA-H  ~EBRE
(1)6,200,000/%Joint Global Limited
( [Joint Global] ) P13 % (i)450,000
[%FreeOpt Holdings Limited
( [FreeOpt] ) &t - REH A
45,198,000/ 7T &2 45,000,000/ 7T © 7
—E-XFZAZH ALERE
7,500,000/%Freewill Holdings
Limited ( [Freewill| ) Rt - K{EA
37,725,000/ 7T ° iZ =K R AR ELR
MBS HFBIFMAL - RZT—RF
+ZA=+—H XEBSFFE
Joint Global * FreeOpt X Freewill#J2%
C12% KM% IHE - Z=FARINEE
EBREHEEFBER S FF
BoR_T—+F—HZ+TH F&E
BBV E=HRIVER R - NS
AJoint Global * FreeOpt X Freewil %
MZARBIMBAR BREA
51,000000/%7C ( [HHEFE] ) - HE
EEHER-_T—+tF—A-+=H=
B o
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

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

23.

24.

CLUB DEBENTURE 23. 2EES
The club debenture with indefinite useful life is tested EEERAERAFH 2 SEESFFER
for impairment annually and whenever there is an RERBEDRREETRENR 2%
indication that it may be impaired. The directors of ME AR EERAEWEZAEAR
the Company are of the opinion that no impairment BEE8-
loss was identified with reference to market value.
INTEREST IN A JOINT VENTURE 24, BEhEIER
2017 2016
—E—+tHF ZE—RF
HK$’000 HK$’000
FHET FET
Cost of interest in a joint venture N& &R 2 A 150,000 150,000
Share of post-acquisition loss DG IE 12 B8 A
and other comprehensive 2HE
expense (10,619) (7,311)
139,381 142,689

On 26 February 2016, the Company entered into a
joint venture agreement with Bob May Incorporated
(“BMI”), pursuant to which the Company and BMI
agreed to set-up a joint venture company, Imagination
Holding Limited (“Imagination Holding”), for the
purpose of carrying out the business of provision of
finance and money lending by contributing
HK$150,000,000 each to the initial share capital of
the joint venture company. As at 31 December 2017
and 2016, the Company and BMI both held 50%
equity interest in Imagination Holding, which has two
wholly-owned subsidiaries namely Jocasta Ventures
Ltd and Simagi Finance Company Limited.

Annual Report 2017 IMAGI INTERNATIONAL HOLDINGS LIMITED

RZE—-—R"FZA=Z+B ARQF
B Bob May Incorporated([BMI])
RN A AW B AR F] EBMI
FAEZEBEERMEELEZNBR
7K 7 150,000,000 7T i 2 & & 1
¥Imagination Holding Limited
([Imagination Holding ) LAAF & 12
MERMEXEFE R_T—FR_-F
—RFET+ZA=1+—8" KR AEBMI
¥9 # Hlmagination Holding#750% /%
& - Imagination Holding# M & & & i
& ~ 5]Jocasta Ventures Ltd}2Simagi
Finance Company Limited °



24.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

INTEREST IN A JOINT VENTURE
(continued)

Details of the Group’s interest in the joint venture as
at 31 December 2017 is as follows:

e M ERAR MR

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

24, R—EEELECER (&)

R-F—tF+-_A=1t—8 X5&E
RzBEbE 2 amFBmT

Proportion of Proportion of
ownership voting rights

Name of joint Country of Principal place interest held  held by the
venture incorporation of business by the Group Group Principal activity
rEBREe  AEEREZ
RELEER B S B R FTEEXME FrERgRLS RERLH TEXHR
Imagination Holding  Republic of the Hong Kong 50% 50% Investment holding
Limited Marshall Islands E5 KE R
SHERBESANE
Jocasta Ventures Ltd British Virgin Islands ~ Hong Kong 50% 50% Intermediate holding
REBRLEE B PR
Simagi Finance Hong Kong Hong Kong 50% 50% Provision of finance
Company Limited &% B and money
lending business
RMERVE &
E

Imagination Holding, the joint venture in which the
Group participates, is an unlisted corporate entity
whose quoted market price is not available.

On 2 February 2018, the Company entered a sale
and purchase agreement with its joint venture partner
to dispose its whole interests in Imagination Holding
and its subsidiaries at a cash consideration of HK$150
million. The details are set out in note 44.

REEL2HEME—E &1 ¥Imagination
Holding#— M3k LT AR EEE - WEM
HRE -

R-ZZE—NFE-_F-H ARQRRIEEA
ERHITVEEmH HEARARN
Imagination Holding & £ i & 2 & #Y
2 & #Em - I e (8 /150,000,000
TC o SR E A MIEE44 -
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

e BRI

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

24. INTEREST IN A JOINT VENTURE 24.

(continued)

Summarised financial information of the joint

venture

Summarised financial information in respect of the

Group’s joint venture is set out below.

AELECUBREREE

R—E&ghxzER (4)

AEBZBEECRZMBENBEHT

2017 2016
e —E-RE
HK$’000 HK$’000
FET FA&T
Current assets MBEE 278,762 285,448
Current liabilities U JN=NE - 71)
278,762 285,377
Included in the above assets STALMEERARE
and liabilities:
Cash and cash equivalents RekREEEHAEE 150,397 13,255
Current financial liabilities nRBYBEEBE(TREES R
(excluding trade and other HAub eI 3B &)
payables and provisions) - (71)
2017 2016
—E-tF —E-RE
HK$’000 HK$’000
FET FA&T
Revenue WA 13,689 17,935
Loss and total comprehensive ~ FAEEN T EFAX AR
expense for the year (6,615) (14,623)

Dividends received from the joint FR B & & ERWHZ KE

venture during the year
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24.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
i E B R M R

For the year ended 31 December 2017
HE-_Z—tF+-A=+—HLFE
INTEREST IN A JOINT VENTURE 24, N—REELEIER (#)
(continued)
Summarised financial information of the joint
venture (continued)

AELECHBRENEE (&

2017 2016
=F—tF —T—REF
HK$’000 HK$’000
FET FA&T
Included in above loss: ETA LuEE -
Interest income B UA 13,689 17,935
Impairment loss on available-for- It ERE 2 FBEEE
sale investments (note i) (HfeLi) (20,146) -
Impairment loss on loan JFE L R R B W R BB
receivables and interest &8 (b atii)
receivable (note ii) - (32,010)

Reconciliation of the above summarised financial

B ERBE BN GEAMBHRERA

information to the carrying amount of the interest in MAZNBELRERZHEEECY
the joint venture recognised in the consolidated AR -
financial statements:
2017 2016
—E—+tF —E—RHF
HK$°000 HK$’000
FHET T
Net assets of the joint venture & EREZEEFE 278,762 285,377
Proportion of the Group’s AEBERGEREZER
ownership interest in the joint - Eads At
venture 50% 50%
Carrying amount of the Group’s AEEREELEZERZ
interest in the joint venture FREE 139,381 142,689
2017 F3f EFEERZERARAQF
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e BRI

For the year ended 31 December 2017
HE_Z—+tF+-A=+—HLFE

INTEREST IN A JOINT VENTURE
(continued)

Summarised financial information of the joint
venture (continued)

24.

Notes:

i)

(i)

During the year ended 31 December 2017, the
management of the joint venture company reviewed
the carrying amount of available-for-sale investments
with reference to the business performance prepared
by the investees’ management. An impairment loss
of HK$20,146,000 in respect of available-for-sale
investments has been recognised in profit or loss for
the year ended 31 December 2017 in view of significant
and prolonged decline in the carrying amount of
available-for-sale investments.

On 16 March 2016, Simagi Finance Company Limited
(“Simagi”), a wholly-owned subsidiary of the joint
venture company, entered into a deed of assignment
with an independent third party (the “Assignor”),
whereby a loan receivable of the Assignor of
HK$30,000,000 (the “Loan Receivable”) and interest
accrued thereon of HK$1,197,000 were assigned to
Simagi at a consideration of HK$27,000,000. The
borrower, Up Energy Trading Limited (“UETL”), is a
subsidiary of Up Energy Development Group Limited
(“Up Energy”), an exempted company incorporated in
Bermuda with its shares listed on the Stock Exchange.
The Loan Receivable and the accrued interest
receivable are guaranteed by Up Energy and are
repayable by 20 consecutive monthly instalments of
HK$1,500,000 each commencing from 17 December
2015. Simagi did not receive any settlements from
UETL and Up Energy received a winding up petition
in May 2016 filed by Credit Suisse AG, Singapore
Branch against Up Energy in the Supreme Court of
Bermuda for the outstanding balance of the matured
convertible notes in the principal amount of
HK$150,000,000. Up Energy is currently undergoing
restructuring. Based on the available information,
including the unaudited financial information up to 31
March 2016 and the proposed restructuring plan of
Up Energy, the management of the joint venture
company considered that the recoverability of the
Loan Receivable and the accrued interest receivable
is uncertain and an impairment loss of HK$32,010,000
was recognised in the year ended 31 December 2016.
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24.

R—E&ghxzER (4)

A
=R

(i)

EECUBENRE (&

HE_Z—+tHF+-_A=+—HItF
E AERREREC2ERRED

AEREERENEHRARIATHEL
ERENRHE - ERAIHEERE
MEmMEARARATYR®  CREE
T —+F+ZA=t+—HIEFEM
Bamp sl A SR EERIRER R
20,146,000/% 7T °

REZZ—RF=A+"A AEEY
24 bf}/8 A A)Simagi Finance Company
Limited ( [Simagi] ) 82— 5
=5 ([#EEA]) STy —HheEEz
% itk - #5528 A 2.30,000,000/8 L&
WEH ( [EKRER] ) REEFE
1,197,000/ 7T /332X {827,000,0007%
JLEH:E ¥ Simagi ° 157 BREEFRE 56
RAR ( [ERERES] ) AEIKEE
FEREBAERAR ( [BIREER] )
ZHIBRAR] - BIREER AN B RETM
RO 2 R R F)  HRR D RBE AT |
o ERER WK ERTF B hEIRAE
BIER - BAR-Z—hE+-A++tH
FA1a LA #2018 A 9 #3%X 1,500,000
PEITIEIE » Simagilt EWEMEIRAEF(T
AEMNRBERERERN_E—Fh
ARE—1D/E8 2% + Z2HCredit
Suisse AG (FTho17) STHEEIRAE
JE B /K4 %8150,000,000/% T 2| B AT #2
REE 2 K ESRAERER=ERIE
o ERAERIRES T TEAR - RIFIR
BN (REHE_Z—XF=A=1
—HZREEZVHER) RMERER
ZEZEHETE  AECEERERA
FEWE R R TR B2 ATk El 417
TN  WRBEZZS—R"F+=
A=+t BLFEBRBESIE
32,010,000 7T °



25.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

INVESTMENT IN AN UNCONSOLIDATED
SUBSIDIARY

On 26 February 2015, the Group, through one of its
wholly-owned subsidiaries, established /& F95% &A1=
RIS AR A A (“Xiamen Sunflower”) in the People’s
Republic of China (the “PRC”) for providing advisory
services in relation to business information, enterprise
management,
(excluding financial business), as well as supply chain
management, with Mr. Shan Jiuliang (“Mr. Shan”)
being appointed as the legal representative and sole
director of Xiamen Sunflower. On 26 June 2015,
RMB71,000,000 (equivalent to approximately
HK$88,828,000) was deposited to a bank account of
Xiamen Sunflower as paid up capital. As disclosed
in the Company’s announcement dated 17 December
2015, Xiamen Sunflower entered into an unauthorised
tenancy agreement (the “Tenancy Agreement”) in
August 2015 to lease a property for a term of two
years from a company (the “Sub-lessor”) in which Mr.
Shan and his spouse, Ms. Zhang Peng (“Ms. Zhang”),
the two former executive directors of the Company,
collectively own 86.83% equity interest, at a rent of
RMB2,688,000 per annum. A total sum of
RMB6,000,000
HK$7,468,000), representing two years’ rent paid in
advance and a deposit of RMB624,000 (equivalent to
approximately HK$777,000), under the Tenancy
Agreement was paid to the Sub-lessor. The board of
directors of the Company other than Ms. Zhang and
Mr. Wen Di has subsequently resolved to revoke the
transaction but the Company was advised by its PRC
legal adviser that although (i) the board of directors
of the Company other than Mr. Shan, Ms. Zhang and
Mr. Wen Di (the “Board”) was not aware of the Tenancy
Agreement at the time when it was executed; and (ii)
the Board had not approved, authorised or ratified
the transaction, this does not invalidate the Tenancy
Agreement. The Group is not able to get in contact
with Mr. Shan since November 2015. In addition, the
Group has not been able to gain access to the books
and records, including banks statements, of Xiamen
Sunflower since then, or access to the funds in
Xiamen Sunflower’s bank accounts.

investment and social economics

(equivalent to approximately

25.

e M ERAR MR

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

RARGEANRMBLAR ZRE

R-ZEBE—FAE-_R=-+B REFE
B-—HEE2ENBAREREARERM
B ([ A B ) Ak Sz B P9 % 4@ AR 12 7 75 AR
BERAR(EMRE]) IR EHA
BMEEM CXTE RERLSLERE
(TRIESRER) B ARSEA RHE
WER BARAE(ELEEZE
ABEPFBREHNEERREZRE—ESF -
—E-RAFEANAZ+NB EMBEEN
R1T R P & 17 A A K #71,000,0007T
(+8 & M #4788,828,000/% 7T ) /£ B & &
BAR-mARRBEHAZT—RAF+=
A++tBZ2AEMEE  EFERERZ
E-RAFNARN—HPAEEENTHEE
E((HEHZE]) Am—RA28(( 5
BANERAIMBRRITEETELE
NMERBEBZL((Rxt ) REFE
HE86.83%KE)HEWE  RHEM
F -HeAEF AR®2688,0007T°
BRERERZE BERIBEAINEHREA
X #6,000,0007T ( 1H & 7 477,468,000
Bio) BN ZMERAE RIZEARKE
624,000 T (HHE R 4777,000% 7T ) ° &
RABEEE(RRETRBBLERINE
BRBHHERS BARREEFEE
FEREN BEARAESS(E
ERZERBERERINITESS])
RETHEBRFIL TG R()ES
WA E BREXBRARS E1TE
FHERZER AKBEB T —A1F
+— ARRERB GBS A o N ANEE
Ih#% —E R EREPIRE 2 R RE
B(BERITESE) TEEIHAEMR
BZBITRFESD -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

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

25.

INVESTMENT IN AN UNCONSOLIDATED
SUBSIDIARY (continued)

As disclosed in the announcements of the Company
dated 17 December 2015 and 23 February 2016, the
Board has not been able to get in contact with Mr.
Shan, Ms. Zhang and Mr. Wen Di (collectively the
“Three Directors”) since November 2015, January
2016 and November 2015, respectively and they were
the only two executive directors and one of the non-
executive directors of the Company at that material
time for the year ended 31 December 2015. In making
their judgement, the Board, taking into account the
legal opinion as advised by the Group’s legal advisor,
considered that other than those relating to Xiamen
Sunflower, all liabilities, both actual and contingent,
of the Group have been properly recorded, accounted
for or disclosed in the consolidated financial
statements for the year ended 31 December 2015.

On 7 March 2016, the Company entered into a
disposal agreement (the “Disposal Agreement”) with
an independent third party (the “Purchaser”) to
dispose Imagi Jue Ming Limited (which holds the
entire equity interest in Po Hau Holdings Limited and
Xiamen Sunflower), together with the shareholder’s
loan amounting to HK$100,000,000, at a cash
consideration of HK$25,000,000 (the “Consideration”).
The transaction was completed on 9 March 2016 (the
“date of disposal”) and the Purchaser confirmed that
the conditions for Disposal Agreement were satisfied
on the date of disposal.
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25.

RARGEARMBARZIRE

(#&)

WA RN E—RAFE+=_A++EH
F_E-RNE_AZT=BZREME
B gFeopa-_E—h&Et+—A8-
TE-RE-AR-ZT—HE+—AMN
K —EHEEHEEEA  RUTRRHE
F(REBI=ZREFDBHK - KRERBE
—E-RFt+-_A=1+—HILEFEZR
BREAARARREELMBIITESRER
—EIEMITE S - MEL HER - EED
AEBEBZREBREZEZER EF2R
R BREBEFREBIZEEN NEEZ
FBEAB(RREBREERIARBEE
REBEE-T—AF+-A=1+—HILF
EMZEaNBHRERANEZ /L AKRK
i 5E o

R-_TE—ARNFE=ZA+tH AQAFH—F
BUE=FTEARDTLEE R H
S ) LU IR € K E25,000,0007%
T(REDEEEFSABEFRAR(E
BEEEERERAAIREMEREZ
2 EP A% #E ) 3 [F100,000,000/% 7T 2 %
RER-ZRXHSR_T—XEF=AhH
(HEBBDZEX EFER LEWH
EMEHEREE BEER -



25.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

INVESTMENT IN AN UNCONSOLIDATED
SUBSIDIARY (continued)

Taking into account the facts and circumstances, the
Group accounted for the investment in Xiamen
Sunflower at cost less impairment as at 31 December
2015 and recognised an impairment loss of
approximately HK$64,985,000 on the carrying amount
of its investment in Xiamen Sunflower during the year
ended 31 December 2015 based on the Consideration
less the amount attributable to the net assets
(comprised only bank balances) of Imagi Jue Ming
Limited and Po Hau Holdings Limited. When preparing
the consolidated financial statements for the year
ended 31 December 2016, the Group did not
consolidate the results of Xiamen Sunflower for the
period from 1 January 2016 to 9 March 2016. This
non-consolidation of Xiamen Sunflower for the period
from 1 January 2016 to 9 March 2016 is not in
compliance with the requirements of HKFRS 10, which
provides that consolidation of a subsidiary should
begin when the Group obtains control over the
subsidiary and ceases when the Group loses control
of the subsidiary. As such, the Board is unable to
ascertain the impact of not consolidating the financial
statements of Xiamen Sunflower on the consolidated
financial statements.

25.

e M ERAR MR

For the year ended 31 December 2017

HE_Z—+F+-A=1+—HLLFE
RAGEARMERARZRE
(%)
REBREREERBRN R_T—0F
TZA=+—B rEEHREPIERE
MR BB EREAR  ERRE
WERIEEFRABR AR REEZER
BERAFNEEFE(EBRRITELR)
WedE BE_T—hAF+A=+—
BEFERAEERREMEREBOHRE
2 B TH 8 T 208 B &5 18 464,985,000
BT ERUEBE_ZT-—XE+A
=t+t—HILEFENGAMBRRE K
SEWARBEFEER _-ZE—RF—H
—BEZZT-R"F=ZANBHHEMNEEA
HBEAER - TR-_ZTE-—RF-HA—RHZE
—E-REZRANBHREBEPIREL
BARNTE B BN BREERIFE105
BVRRE » X IGRFRE - AN B A BUAS 1E
RN EB R RGE AR WESR
5 B 7 2k o2 B BB X R A4 il M PR 4 LR
AAR At EFGEERTE TG EP]
BRENHTBHRREE ARGES M BR
RHTE o
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

For the year ended 31 December 2017

BE—
26.

—tF T+ A=t —HLFE
ACCOUNTS RECEIVABLE

26. FEWERR

2017 2016
=F—tF —T—RF
HK$’000 HK$’000
FET FHET
Accounts receivable arising from & A4S A5 E £ H B U
securities brokerage business ARAX -
- Cash clients -ReEP 883 -

The ageing analysis of the accounts receivable which
are neither past due nor impaired as of the end the
reporting period is as follows:

A R 5 B AR B AR 481 2R 78 AR R (B A9 P AR
SEREDATAAT ¢

2017 2016

—E—+F S ACS

HK$°000 HK$’000

FET FET

Neither past due nor impaired  BAREHITFARRIE 883 -

The normal settlement terms of accounts receivable
from cash clients are two days after the trade date.
Accounts receivable from cash clients are repayable
on demand subsequent to the settlement date.

Accounts receivable from cash clients as at 31
December 2017 relate to clients that have a good
track record with the Group for whom there was no
recent history of default.

The Group offsets certain accounts receivable and
accounts payable when the Group currently has a
legally enforceable right to set off the balances and
intends either to settle on a net basis, or to realise
the balances simultaneously.
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28.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

OTHER RECEIVABLES, DEPOSITS AND 27. HtEWRIE - RERBARIE
PREPAYMENTS
2017 2016
—E—tF —E—RF
HK$°000 HK$’000
FHET FET
Other receivables Hofth YRR 465 18,442
Deposits and prepayments Ze RIBRFHIE 1,979 4,729
2,444 23,171
The amounts are expected to be recovered or ZEFIRBHER —FAKE SKER AR
recognised as expenses within one year. X o
HELD-FOR-TRADING INVESTMENTS 28. BHIFEERE

Held-for-trading investments represent the listed
equity securities in Hong Kong of HK$432,023,000
(2016: HK$586,453,000) and rights issue for a listed
equity security in Hong Kong of HKS$Nil (2016:
HK$2,185,000). All listed equity securities in Hong
Kong are pledged to a financial institution to secure
margin financing facilities obtained. Details of the
Group’s top ten investments are as follows:

REBEBERENESLTRAZES
432,023,000 T( = T — X F:
586,453,000/ 7T ) R AR 3172 EHAR
REHFZTEL(ZZT—RF 12,185,000
BIL) - MEEBLEMBRABSFCEET
TREE UERDNSENRESREE
Ko REBRITRBEFBOT -

2017 F8 EHFBERZERARLR
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

For the year ended 31 December 2017
HE_Z—+HF+-_A=t+—HILFE

28. HELD-FOR-TRADING INVESTMENTS 28. BHEEEBERE (&)
(continued)
Approximate%
Number of  Closing Approximate%  shareholding Number of
shares held price  Market value to held-for- in investee issued share of
asatdt  asatdl as at trading as at asat3t investee as at
Stock December December 31 December  Realised  Unrealised 31 December  December 31 December
Note code Stock name et 017 017 017 gain/lloss)  gain/(loss) 017 2017 017
i
Z§-tf RoB-tE Bt HSRtE

RoE-tF t2R RoB-tF B2 #8% t2A=t- fzp=t-§ A=t

kf tR=t-R =t-A t2R=t-R 0 W/ ME/ GEeEERE gRmENTn  HREOAM
Wi A FROBGEE  MMRE  KPERE &) (BR)  BAEQY MABERRY CRRANA
HS  HKSID  HKSODD HKSO % %

A Tt TR Tt

() 96 Camicl Goup temationdl SFEEEAR 600000000 045 6T (1491 (9468  6201%  280% 21472160565

Holdings Limited BRAT
() 689 EPl(Holdings) Limter  REZE(ER) 145785000 0540 78,724 - 546 18.22% 201%  5,018,121,822
BRAA
(B) 1332 ChnaTouunTechGoup FEEZRARE 10000000 0275 27500 - (500 637% 102% 979731301
Liited BRAT
() 720 Auoltaia Holdings Limted  SEFARERAT 0000000 0112 2400 - (1,600) 5.19% 383%  5,219541,190
() 622  Enerchina Holdngs Limited®  BESARERLT 3750449 0570 21,398 RI4) (4363 495% 120%  2,005,883,141
6) %3  eForce Holdings Limted ~ ERERARAT 60000000 0.104 6,240 - 660 1.44% 083%  7,213997,000
() 1051 Ge-Resources Group Limted ZREREZERLA 36564060 0097 3547 - (1,649) 0.82% 0.14%  27,048,844,786
B 8153 Code Agricuture (Hodingg) FEXERERLT 14400000 0190 273 - (1208 063% 078% 1850274675

Limited

() 232 New Provenance Everastng FREEERARLT 10000000 0156 1,560
Holdings Limited

(10) 8202 Inno-Tech Holdings Limted ESIERARAT 174000 0.160 2 - (50) 0.01% 0.02% 997,949,099

(2,89) 0.36% 0.05%  21,084,072,140

' Excluding the listed equity securlties classified as available-for-sale investments as disclosed in note 22. * MRNANEREN S EATHLERE FREES
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28.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
i E B R M R

HELD-FOR-TRADING INVESTMENTS

(continued)

Notes:

M

Carnival Group International Holdings Limited
(“Carnival Group”) was incorporated in Bermuda.
Carnival Group is an investment holding company
principally engaged in theme based leisure and
consumption business, focusing on the design,
development and operation of integrated large-scale
tourist complex projects in key cities in and outside
the People’s Republic of China (the “PRC”) that
comprise of theme parks, hotels, shopping and leisure
facilities as well as other theme based consumption.
Carnival Group operates through four segments: (i)
property development and investment segment -
developing residential and commercial properties in
China and Hong Kong for sales and leasing; (ii)
catering segment — operating restaurants in China and
Hong Kong; (iii) trading and investment business
segment - investing on securities and financial
instruments; and (iv) others segment — providing retail-
related consultancy and management services, kids’
edutainment center and touring carnivals. According
to the latest published financial statements, Carnival
Group had net assets (excluding non-controlling
interests) of approximately HK$7,238 million attributed
to its shareholders as at 30 June 2017.

EPl (Holdings) Limited (“EPI (Holdings)”) was
incorporated in Bermuda. EPI (Holdings) is an
investment holding company principally engaged in
business of petroleum and production, money lending
and investment in securities. EPI (Holdings) operates
through three segments: (i) petroleum exploration and
production segment - in the Chanares Herrados Area
(“CHE Area”) and Puesto Pozo Cercado Area (“PPC
Area”) (together the “Concessions”) in Cuyana Basin,
Mendoza Province of Argentina; (ii) money lending
segment; and (iii) investment in securities segment
generally engaging in acquisition of securities listed
on the Stock Exchange or other recognised stock
exchange and over-the-counter market with good
liquidity. According to the latest published financial
statements, EPI (Holdings) had net assets of
approximately HK$356 million attributed to its
shareholders as at 30 June 2017.

et -

M

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

28. BEEERE (&)

EFERRERARAR([ZFE])
RESETMRYL mFERBER
BRAR A HEEERAR £B
MEFBEARB R EEEL  £ERRF
EAREMBE(HEDZEERTR
BOMR T BT FIE RS — BBk
AR ATEE EPREEEE
NECBE B RKREZRE A&
Hih FBHEBEE -2 FEBBIE
DEEE  (VIEEEREE D —
EPBALREBSREEENEEDER
R E REE: (VB8R DZ—1EHh
BRESCEER: (I BEEREE
EBoH - REBLFLERMTIAE K
(VEAM DI — RETEMBEZE AR
EHRE REHEPOLMIKEEF
E - REEFHENTERR =5
ER_E—tFRNAZTHNBREE
EEEFETREIEERES)D
7,238,000,0005% 7T ©

RBEE(EZER)ERARATRAESE
E(ER) DR BEFEEFMKY - &
SE(ER)A—HEEERAR
FTERELHEE BEREBEHFRE
¥ -EREEER)BB=HE9E
L () mEN R R AEE D — 6
1R £ P9 % & & Cuyana# it Chanares
Herradosd H [E([CHEM H [ ]) &
Puesto Pozo Cercado’fif & ([PPC
& D(FE DR EFRRER D (i)
WEDE  Ri)FHFEED I —K
WEWEERBE TR EMBAIESHZ
SRR AT 355N T IS E TR EE
FoRBEHMTENMBRE A
EFER)N-_E—+FA=TH
B % 3R JE 14 & & ¥ {8 49356,000,000
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2017 F8 EHFBERZERARLR

191



192

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e BRI

For the year ended 31 December 2017

BE—
28.

—tFt+A=+—HLFE

HELD-FOR-TRADING INVESTMENTS

(continued)
Notes: (continued)

3)

China Touyun Tech Group Limited (“China Touyun”)
was incorporated in Bermuda. China Touyun is an
investment holding company principally engaged in
provision of QR codes on product packaging and
solutions and online advertising display services; the
manufacture and sales of packaging products; and
investments and trading in securities and money
lending. The Company operates through three
business segments: (i) QR codes business segment
— provision of QR codes on product packaging and
solution and online advertising display services; (ii)
packaging products segment — manufacturing and sale
of watch boxes, jewellery boxes, eyewear cases, bags
and pouches and display units; and (iii) treasury
investment segment - investment and trading in
securities and money lending business. According to
the latest published financial statements, China Touyun
had net assets (excluding non-controlling interests) of
approximately HK$1,100 million attributed to its
shareholders as at 30 June 2017.

Auto Italia Holdings Limited (“Auto Italia”) was
incorporated in Bermuda. Auto Italia is an investment
holding company principally engaged in the import,
marketing and distribution, and provision of after-sales
service of branded cars (including ltalian “Maserati”)
in Hong Kong and Macau, the provision of pre-delivery
inspection service in Shanghai, the PRC and Hong
Kong as well as provision of financing and property
investment. Auto Italia operates through three
segments: (i) cars segment — trading of cars and
related accessories and the provision of car repairing
services; (i) financial investments and services
segment — investment in securities, provision for
financing and corporate finance services; and (iii)
property investment. According to the latest published
financial statements, Auto Italia had net assets of
approximately HK$435 million attributed to its
shareholders as at 30 June 2017.
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28.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

HELD-FOR-TRADING INVESTMENTS

(continued)
Notes: (continued)

®)

Enerchina Holdings Limited (“Enerchina”) was
incorporated in Bermuda. Enerchina is an investment
holding company principally engaged in the financial
services sector, including the provision of securities
brokerage services, placing and underwriting services,
the provision of corporate finance advisory services,
trading and investment of securities, provision of
margin financing, money lending services, investment
advisory and asset management services as well as
investment holdings. Enerchina operates through three
segments: (i) financial services segment — the provision
of securities brokerage and provision of financial,
consultancy and corporate financial advisory services;
(i) securities trading and investments segment; and
(iii) money lending segment. According to the latest
published annual results announcement, Enerchina
had net assets (excluding non-controlling interests) of
approximately HK$6,082 million attributed to its
shareholders as at 31 December 2017.

eForce Holdings Limited (“eForce Holdings”) was
incorporated in Bermuda. eForce Holdings is an
investment holding company principally engaged in
the manufacture and trading of healthcare and
household products, production and sale of organic
agricultural and fertilisers products, money lending
business and coal mining business. eForce Holdings
operates through four segments: (i) healthcare and
household business; (ii) coal mining business; (iii)
trading of agricultural and fertilisers products; and (iv)
money lending business. According to the latest
published financial statements, eForce Holdings had
net assets (excluding non-controlling interests) of
approximately HK$577 million attributed to its
shareholders as at 30 June 2017.

For the year ended 31 December 2017
HE_Z—+HF+-_A=t+—HIFE

28. BHEE

BERE #)
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()
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FINANCIAL STATEMENTS
R B AR M

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

HELD-FOR-TRADING INVESTMENTS

(continued)
Notes: (continued)

28.

@)

G-Resources Group Ltd. (“G-Resources Group”) was
incorporated in Bermuda. G-Resources Group is an
investment holding company mainly engaged in the
principal investment business, financial services
business and real property business. G-Resources
Group operates its business through three segments:
(i) the principal investment business segment -
involving in identifying of investment opportunities and
investing in different industries, including mining, and
in listed and unlisted financial assets such as shares,
bonds, other security investments, managed
investment funds, convertible bond and perpetual
securities; (ii) the financial services business segment
— providing financial services, including securities
brokerage services, placing and underwriting services,
corporate finance advisory services, provision of
margin financing, money lending business and
investment advisory and management services; and
(iii) the real property business segment — involving in
the investment of property portfolio on commercial
properties in Hong Kong and other countries, but also
in other types of properties. According to the latest
published financial statements, G-Resources Group
had net assets (excluding non-controlling interests) of
approximately US$1,377 million attributed to its
shareholders as at 30 June 2017.

Code Agriculture (Holdings) Limited (“Code Agriculture”)
was incorporated in Bermuda. Code Agriculture is an
investment holding company principally engaged in
the provision of digital television services in Hong
Kong and the PRC, provision of car beauty services
in Hong Kong, money lending business in Hong Kong
and securities investments in Hong Kong. Code
Agriculture operates its business through three
business segments: (i) digital television segment -
mainly engaged in the broadcasting and advertising
of digital television in Hong Kong and the PRC; (ii)
car beauty segment — provision of car beauty and
maintenance services in Hong Kong; and (iii) money
lending segment - provision of mortgage loans and
short term loans in Hong Kong. According to the latest
published financial statements, Code Agriculture had
net liabilities (excluding non-controlling interests) of
approximately HK$151 million attributed to its
shareholders as at 30 September 2017.

Annual Report 2017 IMAGI INTERNATIONAL HOLDINGS LIMITED

28. BEEERE (&)

et - (%)

@)

HEEREREEERAR(HRERSE
DR BEREEMAT BB ERE
BEERARA—HEIREZERAR £
ENEREER CRRBEBEE
WEXK EEREREESB=—@S
BEEER  ((REEKIH - SR
MERERSWIRETRITE(BRE
FE) & FTERIE ETEREE R
MBS HMEHFRE SEBERE
e tHRREHRKERS ()2
BIRHEB LB - RESHRE 2
BREHFELERY BERBEHRE-
TEBEBEBRE  REFERE -
PEESERLEENRERERE &
(i HEEXBIHD - FRIEEEER
HBERNEEDEMAS BNERE
HupER Y% - RBE S AN B
HBE BREREER-_Z—tFN
A=Z+HYBREELHEEFE(TE
FEIEFRRGERS ) #91,377,000,0003< 7T ©

B REERARQRA(TRERE]D)
RARETMRIL-BHRER—H
BREZEBRAR TEREREERSD
BRHBEFERRSE REERHEA
BEXTRE BEREXBLREER
FREXEB -FHREEB =X’
DEBEET  (VBFERIH—E
ERNENTERTEREBFERE
BRES  ()TBXEDM-—RER
RETERBDRRERS ¢ R(i)KE
DER-REBRUIRERLEHE
e RIBHEA TIENMBRE - Bt
RER_ZE—LFAA=THHRER
REBEFRCTRIEZERER)L
151,000,000/ 7T °



28.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

HELD-FOR-TRADING INVESTMENTS

(continued)
Notes: (continued)

©)

New Provenance Everlasting Holdings Limited (“New
Provenance”) was incorporated in Bermuda. New
Provenance is an investment holding company
principally engaged in the sourcing and sale of metal
minerals and related industrial materials, production
and sale of industrial products and production and
sale of utilities and provision of logistic services. New
Provenance operates its business through four
business segment: (i) sourcing and sale of metal
minerals and related industrial materials; (ii) production
and sale of industrial products; (iii) production and
sales of utilities; and (vi) others segment that
represents business activities and operating segments
not separately reported, including provision of logistics
services. According to the latest published financial
statements, New Provenance had net assets (excluding
non-controlling interests) of approximately HK$481
million attributed to its shareholders as at 30
September 2017.

Inno-Tech Holdings Limited (“Inno-Tech”) was
incorporated in Bermuda. Inno-Tech is an investment
holding company principally engaged in the provision
of outdoor advertising on buses and bus stations and
television advertising operation in the PRC and event
management and marketing services in Hong Kong.
Inno-Tech operates its business through two segments:
(i) outdoor advertising on buses and bus stations
segment — operation of outdoor advertising businesses
on buses and bus stations in the PRC; (ii) television
advertisements — television advertising operations in
the PRC; and (jiii) event management and marketing
services segment — tailor made event management in
Hong Kong. According to the latest published financial
statements, Inno-Tech had net liabilities of
approximately HK$127 million attributed to its
shareholders as at 31 December 2017.

For the year ended 31 December 2017
HE_Z—+HF+-_A=t+—HIFE
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

e BRI

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

29. CONVERTIBLE NOTES RECEIVABLE

29. WK ERE

2017 2016
—E—-tF AN S
HK$’000 HK$’000
FET F&T

Convertible notes receivable - FEWMEREE-IEEEB

designated at FVTPL BHRAFEYIR

Convertible Note | AR R — 19,293 41,299
Convertible Note II AJBRRE - 2.167
19,293 43,466

Convertible notes receivable acquired are designated
as at fair value through profit or loss because the
relevant financial assets constitute a group that is
managed and its performance is evaluated on a fair
value basis, in accordance with a documented risk
management and investment strategy, and information
about the Group is provided internally on that basis
to the Group’s key management personnel.

Convertible Note | represented the fair value of an
investment in convertible note issued by China Agri-
Products Exchange Limited (“China Agri-Products”),
a company listed on the Stock Exchange. The principal
amount of the convertible notes is HK$23,200,000,
which can be converted into 58,000,000 ordinary
shares of China Agri-Products at a conversion price
of HK$0.4 per share from the inception date until the
date which is five business days preceding the
maturity date on 18 October 2021. The convertible
notes receivable carried interest at 7.5% per annum,
payable semi-annually on 19 October and 19 April of
each calendar year. The convertible notes could be
redeemed by China Agri-Products any date on or
before maturity date at its principal amount.
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29.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

CONVERTIBLE NOTES RECEIVABLE
(continued)

During the year ended 31 December 2016, there is
a day-one gain of approximately HK$29,836,000 for
Convertible Note |, which is deferred and amortised
in the consolidated statement of profit or loss on a
straight-line basis within the effective life of the
convertible notes receivable.

Convertible Note Il represented the fair value of 2.14%
interest in convertible note issued by Up Energy, a
company listed on the Stock Exchange. The principal
amount of the convertible notes is HK$100,000,000
and HK$130,000,000, which can be converted into
134,138,162 and 174,379,611 ordinary shares of Up
Energy respectively at a conversion price of HK$0.7455
per share from the inception date until the date which
is five business days preceding the maturity date on
31 December 2018. The convertible notes carried
interest at 5% per annum, payable semi-annually on
30 June and 31 December of each calendar year. The
convertible notes would be redeemed by Up Energy
on maturity date at their principal amount. During the
year ended 31 December 2017, the Group disposed
of the Convertible Note Il to an independent third
party through the disposal of a subsidiary.

For the year ended 31 December 2016, the fair value
gain of the convertible notes receivable amounting to
HK$16,922,000 plus the amortisation of day-one gain
for Convertible Note | of HK$1,177,000 for the period
are recognised in “other loss or gain”.

For the year ended 31 December 2017, the fair value
loss of the convertible notes receivable amounting to
HK$50,665,000, plus the amortisation of day-one gain
for Convertible Note | of HK$2,959,000 for the year
is recognised in “other loss or gain”. For the remaining
day-one gain of HK$25,700,000 (note 10) as at 31
December 2017, was de-recognised due to the
significant fluctuation in the stock price.

29.

e M ERAR MR

For the year ended 31 December 2017
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

For the year ended 31 December 2017

BE—
30.

31.

—tF T+ A=t —HLFE
BANK BALANCES - TRUST ACCOUNT

The Group receives and holds monies deposited by
clients and other institutions in the course of the
conduct of the regulated activities of its securities
brokerage business. These client’s monies are

30. RITEHR—FEERS
AEEERERSFRLEEBIREED
BIET WA A TP M E BT
HIFRIR » 2 F B2 P E IR — B % @
SRERITIRFHE - $§’€IE1§EWF’EH

maintained in one or more trust bank accounts. The EBP REMBERE R (HEE32) A
Group has recognised the corresponding accounts i ANEEREIERZEEMNE IEEE
payable to its respective clients and other institutions EFRRS B HRITRE
(note 32). However, the Group currently does not have
an enforceable right to offset these payables with the
deposits placed.
BANK BALANCES AND CASH AND 31. BITERRREURHEMBE MR
OTHER CASH FLOW INFORMATION &=
(a) Bank balances and cash comprise: (a) WMITEBRREASEE
2017 2016
—E—tfF —ZE—RE
HK$°000 HK$’000
FET FAET
Bank balances and cash RITREBLAS 134,477 246,446
The bank balances and cash include short-term RITEREB2BEERIGBAA
bank deposits with an original maturity of three “EASAT ZEERITIFR

months or less. The bank balances carry interest
at market rates which are as follows:

HMIGHAERFTR ZIRITESRI T :

2017 2016
—E-—tF —TXRF
Range of interest rate per FHEGHE
annum:
Bank balances IRITAE SR 0.001% to 0.01% 0.001%

At the end of the reporting period, included in
bank balances and cash are the following
amounts denominated in currencies other than
the functional currency of the relevant group
entities.
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31.

BANK BALANCES AND CASH AND

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

OTHER CASH FLOW INFORMATION

(continued)

(a)

(b)

Bank balances and cash comprise:
(continued)

31.

For the year ended 31 December 2017

HE_ZT—+tF+-A=1T—HIEFE

RITHBRRESUREMBE LR
& (&)

(a)

RITEHRRRAESBE : (B)

2017 2016

—E—+tF —T-REF

HK$’000 HK$’000

FHET FAET

usD XL 8,265 606

EUR B TT 908 104
Reconciliation of liabilities arising from (b) RMEFTBHFRELENEEHER

financing activities

The table below details changes in the Group’s
liabilities from financing activities, including
both cash and non-cash changes. Liabilities
arising from financing activities are liabilities for
which cash flows were, or future cash flows
will be, classified in the Group’s consolidated
statement of cash flows as cash flows from
financing activities.

TRFMAEBBEETHMES
MBEEEY BREASRENE
ReRESHNEY RERY
FTEEMBEEARESRERSE
MERTREREBEDE/L
REBRERE DB RBE BB
EENREROEIE-

Margin payable Total
ERHFR et
HK$’000 HK$°000
FET FAET
At 1 January 2017 R=-ZE—+tF—HF—H - -
Changes from financing cash@ER&HREE T :
flows:
Margin interest paid ENAFRERAE (158) (158)
Total changes from financing RIEREMEH LR
cash flows (158) (158)
Other changes: Hit 28 :
Interest expenses MEFX 158 158
158 158

R==2—t&E+=H4
=+-A

At 31 December 2017
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

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

32. ACCOUNTS PAYABLE 32. FE{TERFX

2017 2016
—E—+F —E—XE
HK$’000 HK$’000
FHET TFET
Accounts payable arising from B F&L 4 RBE L EN
securities brokerage business: ARAX
- cash clients and clearing —REeBEFP REEM
house 6,081 -

The settlement terms of accounts payable to cash ENBREEPREEMZERNEER

clients and clearing house are two days after trade
date. Accounts payable to cash clients are repayable
on demand subsequent to settlement date. No ageing
analysis is disclosed as in the opinion of the directors
of the Company, the ageing analysis does not give
additional value in view of the nature of this business.

Accounts payable amounting to HK$5,209,000 as at
31 December 2017 (2016: HK$Nil) were payable to
clients in respect of the trust and segregated bank
balances received and held for clients in the course
of conducting the regulated activities. However, the
Group does not have a currently enforceable right to
offset these payables with the deposits placed.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
i E B R M R

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

33. DEFERRED TAX LIABILITY 33. ELT%IEEF
The component of deferred tax liability recognised in E-T—+tFT+A=T—RHILFE
the consolidated statement of financial position and RERE M BRAKRFERNELEHRIER
movement during the year ended 31 December 2017 EAEKE D REEHNT -

are as follow:

2017
—E—+tF
HK$’000
FET
At 1 January Rn—H—H -
Fair value adjustment on intangible asset EZEEZ A FEFRE — XU —HEH
- trading rights upon acquisition of a B RRIRER 5 (H5E39)
subsidiary (note 39) 484
At 31 December R+=ZA=+—H 484
34. SHARE CAPITAL 34, KK
Nominal Number of Share
value shares capital
H{E v == ;&S
’000 HK$’000
Fhg FET
Authorised: EE
At 1 January 2016 R-ZE—XRF—HA—H 0.001 1,000,000,000 1,000,000
Share Consolidation | Kmast—(Hitb)
(note b) (800,000,000) -
At 31 December 2016 and R=F— /"%
1 January 2017 +ZA=+—A8kK
=—+F—H—H 0.005 200,000,000 1,000,000
Share Consolidation I H%V\FF (K1aEsf)
(note f) (175,000,000) -
At 31 December 2017 R=B—tF
t=A=+—*H 0.040 25,000,000 1,000,000
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e BRI

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

34.

SHARE CAPITAL (continued) 34. BRA& (&)
Nominal Number of Share
value shares capital
HE o EE €N
‘000 HK$°000
FAE FEIT
Issued and fully paid: ERTREE
At 1 January 2016 R-ZTE—XRF—H—H 0.001 9,968,812 9,969
Issued of new shares BITHR D (Kata)
(note a) 0.001 1,900,000 1,900
Exercise of share options  fT{EREMHE 0.001 765,000 765
0.001 12,633,812 12,634
Share Consolidation | &5 & 0t — (Kfatb)
(note b) (10,107,050) -
0.005 2,526,762 12,634
Placing of shares (note ¢)  BL&ER (Hfitc) 0.005 505,353 2,527
Open offer (note d) NFEE (Hitd) 0.005 1,516,058 7,580
At 31 December 2016 and MR -ZT—R%F
1 January 2017 +ZA=+—8K
—ZE—+t%—H—H 0.005 4,548,173 22,741
Issue of new shares BITHR D (K ate)
(note e) 0.005 60,000 300
0.005 4,608,173 23,041
Share Consolidation I B 1D & OF — (B aEf)
(note f) (4,032,151) -
0.040 576,022 23,041
Issue of new shares BITHR D (MY atg)
(note g) 0.040 113,400 4,536
As at 31 December 2017 R=TB—+tF
+=—HA=+-—H 0.040 689,422 27,577
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

34. SHARE CAPITAL (continued)

Notes:

(@

Pursuant to the share swap agreement dated 29
February 2016, 1,900,000,000 ordinary shares were
allotted at HK$0.09 per share, which approximated
the closing bid price of the Company’s share at the
completion date of the share swap, and issued to
Murtsa Capital Management Limited (“Murtsa”) in
exchange for 455,500,000 shares of HengTen Networks
Group Limited from Murtsa on 8 March 2016. Such
shares are recorded as held-for-trading investment.
HengTen Networks Group Limited is principally
engaged in the business of property investment,
investment in securities trading and money-lending
and manufacturing and sales of accessories for
photographic and electrical products. Details of the
shares swap were set out in the Company’s
announcement dated 29 February 2016.

Pursuant to an ordinary resolution passed by
shareholders at the special general meeting held on
30 May 2016, the share consolidation of every five
issued and unissued shares of HK$0.001 each into
one consolidated share of HK$0.005 each became
effective on 31 May 2016 (the “Share Consolidation
1”). Details of the Share Consolidation | were set out
in the Company’s announcements dated 3 May 2016
and 30 May 2016 and the circular dated 13 May 2016.

On 30 June 2016, the Company allotted and issued
an aggregate of 505,352,508 shares by way of placing
to independent investors at a price of HK$0.23 per
share.

On 26 August 2016, the Company alloted and issued
1,516,057,526 ordinary shares at HK$0.185 per share
for cash as a result of the open offer on the basis of
one offer share for every two shares held by qualifying
shareholders as defined in the prospectus dated 5
August 2016.

On 28 February 2017, 60,000,000 shares were issued
as part of the consideration for the acquisition of John
& Wong, a subsidiary of the Company. The details
are set out in note 39.

For the year ended 31 December 2017

HE_ZT—+tF+-A=1T—HIEFE

34, BRAEK (&)

Bkt

(@)

}%0.097% 7T (B2 #a i 5e Ak B BN 2 A
BB TRERE)BEERETT
Murtsa Capital Management Limited
(TMurtsal) " BA 2 #Murtsa$ B &)
455,500,000i% 1B e 48 4% =@ AR
AR RERMDIERFHEERRE
AR BREKREEARARFER
EMERE REBEEES RHEHER
ERBENHEREERE %% -
BEOFBEHAR AR AERAR T
—RNF_AZTHBEZRSE

BERER-_Z—R"FREA=TAHE
THRREERAS HBAR T RIS
X SBHABREREETETHE
BORRBETROEGHA—RERA
B0.005 8 LRIt ([ IRID & Bt — 1)
RIE—ARFRA=Z+—HEM- &
DEF—MFBENARRBHAEZ
T-ARNFRAZHEZZE—XRFHA
=t+RAZALERBEHA-ZE—RER
B+=Bz@K-

RZE—REANA=Z1+H XA H
% B R 5 IR0.2378 T 2 B 1% [ B
URBEEREMEZERETE R
505,352,5080% J 15 o

HRIEAERBRE(EERBHAS
E-XNENARRZBRESER)GH
EMBRBROEZRE -—REERO 2E
BETARABEE RZZE—XRE/N\A
Z+XNE AREIES0.185B LY
{8 % B %% 2 3% 171,516,057,526% I
A% o

RZE—+tFRAR=+NH
60,000,0004% Jx (0 1E BN EE R & - X
B A R R (E — 565 i 3
17 FFIBH I FE39 ©
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

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

34.

35.

SHARE CAPITAL (continued)

Notes: (continued)

) Pursuant to an ordinary resolution passed by
shareholders at the special general meeting held on
10 March 2017, the share consolidation of every eight
issued and unissued shares of HK$0.005 each into
one consolidated share of HK$0.04 each became
effective on 13 March 2017 (the “Share Consolidation
11”). Details of the Share Consolidation Il were set out
in the Company’s announcements dated 26 January
2017 and 10 March 2017 and the circular dated 22
February 2017.

(9) Pursuant to the share swap agreement dated 16 March
2017, 113,400,000 ordinary shares were allotted at
HK$0.9 per share, which approximated the closing
bid price of the Company’s shares at the completion
date of the share swap, and issued to a nominee of
Enerchina Holdings Limited (“Enerchina”) in exchange
for 378,000,000 shares of Enerchina on 22 March
2017. Such shares are recorded as available-for-sale
investments as detailed in note 22.

SHARE-BASED PAYMENT
TRANSACTIONS

On 16 August 2002, the Company adopted a share
option scheme for the primary purpose of providing
incentives to employees, executives or officers,
directors of the Company or any of its subsidiaries
and any business consultants, agents, legal or
financial advisers or any supplier or provider of goods
and services of the Company or any of its subsidiaries
(the “Participants”) for their contribution to the Group
(the “2002 Scheme”).

The 2002 Scheme was terminated on 11 June 2012
and a new share option scheme (the “2012 Scheme”)
was adopted by the shareholder of the Company on
the same date. All share options granted under 2002
Scheme remain effective until the end of the exercise
period. The general terms and conditions of the two
share option schemes are the same and listed as
follow:
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34.

35.

BRAS ()
HisE ()

(f) BERRR - —+F =+ BT
IR RIAE EBBHN T ERE
£ 8 //\ERHE{E0.0058 TTH 3
TRRETRNEH A —REREE
0.04; B TTEV A GFI ) ([ et & BF = 1)
R-ZFE—EF=A+=AE-KEH
AU ZHNHBEREARR YR -F
—tF A+ RER-T—tF=
A+tRZAERBHAE-T—+F—
AZt+Z—RZEK-

(9) BEBHA-T—+F=A+ B2
BEHE RZE—tF=A=+=
H -+ 113,400,0000% & i % 1% & [%0.9
Br(EBAE K B BA ARG
Wi REMESE B KRBT TREE
ZRRARAR([EEE DN —BRE
A v LA A2 #2378,000,000% & ZE = I
moZERMIEATHLEREAR
(FFIERMIEE22)-

PV UREed

RZZZ_FNATRE ARAHERR
—IEBREE TRENERRBY
AEBELER 2 NA R AT B
RAZEE TTHRABSGARE EF
Ko AR B S EAT AR B /B8 & ) 2 A 1] R 75
B R OERAM SRR E MR R
BzEAHRER(28AL DI ZZF
—FErE D

TETFHERN T —F A+ —
HEE ARRIRERRFE BRF—IEH
ERETE( -8B
BIBE-_TT_FraIRE 2 BREDA
B BEETEHTLE - MHERET S
B — MR IR R R AREARR] - DR -



35.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

SHARE-BASED PAYMENT
TRANSACTIONS (continued)

The directors of the Company may grant options to
the Participants to subscribe for shares in the
Company for a consideration of HK$10 for each lot
of share options granted. Options granted must be
taken up within 28 days of date of grant. The exercise
price is determined by the directors and shall not be
less than the highest of:

(i) the official closing price of the shares as stated
in the daily quotation sheet of the Stock
Exchange on the date of the grant which must
be a business day;

(ii) the average of the official closing prices of the
shares as stated in the daily quotation sheet
of the Stock Exchange for the 5 business days
immediately preceding the offer date; and

(iii)  the nominal value of a share.

The maximum number of shares in the Company in
respect of which options may be granted under the
2012 Scheme when aggregated with any other share
option scheme of the Company is not permitted to
exceed 10% of the issued share capital of the
Company as at 11 June 2012. Subject to the approval
of the shareholders of the Company in general meeting
and such other requirements prescribed under the
Listing Rules from time to time, the directors of the
Company may refresh the limit at any time to 10%
of the total number of shares in issue as at the date
of approval by the shareholders of the Company in
general meetings. Notwithstanding the foregoing, the
shares which may be issued upon exercise of all
outstanding options granted and yet to be exercised
under the 2012 Scheme and any other share option
scheme of the Company at any time shall not exceed
30% of the shares in issue from time to time.

35.

e M ERAR MR

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

RGBS (4)

ARBEFAMSEALTURREHEL
B0 T RER L BRENARE
ARBG - DR HZBREDAREK
HEBES -+ \BREK-TTEER
EEET HEAFERTIIRS

i) BORREEHWAREER)
EBMZXAERRERMERE K
EE

iy BOERELHAHMDELEA
EBXEBRRERARE T
mEZFEE: &

(i)  FRHHE(E -

BRE-T - —Fi 8RO ZBRES &
ZARRBBMEE - B RBAQ A E
fEREEEHFER RETEHB
BARBRRKR -_FE——FXA+—HZ
EEITIRA10% - FRE AR ARRE
PR A G/ R A AR RIIE T A
RIRZEMBRER  ARREZAER
FHBRBEARABRREBRASHE
ERE#HTRNDAEI10% EEHR L
BRE T —F8RARAHEME
bR SR T A B R EE R ARTT
0z R T M Al gE 1T 2 B tn
REMEESNEEBERDEITHRND
30% -
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TRANSACTIONS (continued)

No option may be granted to any person if the total
number of shares of the Company already issued and
issuable to him under all the options granted to him
in any 12-month period up to and including the date
of grant exceeding 1% of total number of shares in
issue at the date of grant.

Any further grant of options in excess of this 1% limit
shall be subject to the approval of the shareholders
in general meetings, with such Participant and his
associates (as defined in the Listing Rules) abstaining
from voting and/or other requirements prescribed
under the Listing Rules from time to time. Options
granted to substantial shareholders or independent
non-executive directors in excess of 0.1% of the
Company’s share capital or with a value in excess of
HK$5,000,000 must be approved in advance by the
Company’s shareholders.

There is no specific requirement that an option must
be held for any minimum period before it can be
exercised but the directors of the Company are
empowered to impose at their discretion any such
minimum period at the time of grant of any particular
options. The period during which an option may be
exercised will be determined by the directors at their
absolute discretion, save that no option may be
exercised more than 10 years from the date of grant.
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35.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

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

35. SHARE-BASED PAYMENT

RGBS (4)

WREZERBEFE L A RIEER+ @
AR ERRERALTZETRERE
B2 BT A AR K ETZA
NERMAE BBRREAHEEHTR
DA% ~ RINFRZA TR EERE
Pt o

i — SR HBIB1%REE 2 B E - Al
BARSRRERRASIE Mz R
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WMERER,HBET ETHRTRE
Rz AR TE o MM E ERR B LIE
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35.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
i E B R M R

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

SHARE-BASED PAYMENT 35. LIRGBNRRZ (&)
TRANSACTIONS (continued)

The following table discloses movements of the share TRPFEREFNEEFAE ZCBRER
options held by directors and employees: BEETS

For the year ended 31 December 2017 BE-E—t+tHF+-HA=+—HLEE

Number Number
of shares of shares
issuable issuable
under under Exercise
options options per price
outstanding Granted  Exercised  Adjusted for ~ Cancelled  outstanding shares
Vesting  Exercisable at  duringthe  duringthe  the share  during the at as at
Grant date period period 1112017 year year  consolidation year 31422017 H1A22017
it it
RZZ-1§ HZ%-1&
-A-H tZAZt-H
R WAGE H-3-t%
ERETRA fkbad ERETRG tZAZ1-A
ik BEE  UAREE  HRHEE EREE  EARE BAER EREE WROHE  NSRORER
(Note ¢) (Note ) (Note b)
(hiskc) (Hita) (ki)
Directors 13/5/2016 NA - 13052016 52,428,397 - - (5874848 (6,553549) - N/A
to
12/5/2021
£z IRE MR ZE-RERR TR
RA+=H t=H3-5:-
FRATCH
Employees 31182016 NA - 31/8/2016 84,000,000 - - (73,500,000)  (10,500,000) - N/A
to
301812021
] ZE-RENR ME ZE-ENA ¥l
-8 t-REC%
Z-fNA=tA
Other than employees  31/8/2016 NA - 31082016 168,676,254 - - (47591722)  (18584,582) 2,500,000 HK162.4 cents
and directors to (note f]
301812021
THEENES ZTRENA TR ZEF-7ENR 1624
-8 St-REC% (W)
=-fNA=1A

305,104,651 - (266,966,570) (35,638,081 2,500,000
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e BRI

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

35. SHARE-BASED PAYMENT 35. LIRGBNRRZ (&)
TRANSACTIONS (continued)
For the year ended 31 December 2016 BE-E—ARE+-HA=+—HLEE
Number Number
of shares of shares
issuable issuable
under under Exercise
options options price per
outstanding Granted Exercised  Adjusted for Adjusted  outstanding share
Vesting  Exercisable at duingthe  during the the share for the at as at
Grant date period period 1112016 year year consolidation  Open Offer ~ 31/12/2016  31/12/2016
& i
RZE-1E RIE-E
-A-A +2f=1-A
i - WRAE HCTAE
) BRETYG ) #hRE BEREG 1RIR
RHAs BEE  UARER  HRGES EREL EATR ERER EREE ORGEE BRARE
(Note ¢ (Note ) (Note ¢)
(Hiske) (Hiitd) i)
Directors 13/5/2016 NA - 1352016 - 27018012 - (189614458) 5004783 52428397 HK32.5
to cents
. \ N 1215/2021 (note g)
g% 0 TR —E-n5iR 35
1At=H T=AZ-EC il
-FRE1ZA (Kitg)
Employees 5/2/2016 NA - 5202016 - 180,000,000 (180,000,000} - - - N/A
fo
D \ N 41212021
3 “ENECRRE TMER CETEC TR
il K
ZAmA
230212016 NA - 23212016 - 225000000 (225,000,000} - - - N/A
to
\ N 220212021
30E 7 i S T4E
“A=tzH “1=R%
“E-F
o o
29212016 NA - 290212016 - 60,000,000 (60,000,000} - - - N/A
to
\ N 28122021
EE TER ZR0EC TR
ZAZtAR ZThRE
“E-E
ZAZT/R
31/8/2016 NA - 31/8/2016 - 84,000,000 - - - 84,000,000 HK20.3
to cents
\ N 30/8/2021 (note h)
el TR ZER 23
=1-H E#Eé}? il
-EN\R=1A (Hh)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
RE BB M

For the year ended 31 December 2017

HE_ZT—+tF+-A=1T—HIEFE

35. SHARE-BASED PAYMENT 35. LIRGBNRRZ (&)
TRANSACTIONS (continued)
For the year ended 31 December 2016 (continued) BE—_E—AE+=-A=+—HLEE
(&)
Number Number
of shares of shares
issuable issuable
under under Exercise
options options price per
outstanding Granted Exercised  Adjusted for Adjusted outstanding share
Vesting ~ Exercisable at duingthe  during the the share for the a as at
Grant date period period 1112016 year year consolidation  Open Offer  31/122016  31/12/2016
it it
RIE-5E RoE-7E
-A-H R
AT WEAE  NIE0E
BRENES fikiad BREVET T-AST-BH
il BBE  UARER  ORhEE FhEL  FAAR EMER O EREN HBOEE SRARE
(Note ¢) (Note g (Note ¢)
(Wiskc) (Hitd) (ki)
Other than employees 5/2/2016 NA - 5202016 - 180,000,000 (180,000,000} - - - N/A
and directors fo
4121201
1#EERES ST-RARR TER CEnECR TR
il 2
ZARA
29212016 NA - 290212016 - 120,000,000 (120,000,000) - - - N/A
to
28/2/201
EE TR ZF-nECR T&R
ZAZTIH _ThEE
Bk
ZAZT/R
31/8/2016 NA - 317812016 - 168,676,254 - - - 168,676,254 HK20.3
fo cents
30/8/2021 (note h)
Z5-RENR MR ZE-RENA 203
=1-f “t-REZ% il
- 1,264694326  (765,000,000) (189,614,458 5024783 305,104,651
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

For the year ended 31 December 2017
HE_Z—+tF+-A=+—HLFE
35. SHARE-BASED PAYMENT
TRANSACTIONS (continued)
For the year ended 31 December 2016 (continued)

Notes:

() The number of share options was adjusted for the
Share Consolidation Il on 13 March 2017.

(b) The number of share options was cancelled on 3 April
2017 and 5 April 2017.

(c) The share options granted during the year ended 31
December 2016 vested on the date of grant.

(d) The number of share options was adjusted by the
Share Consolidation | on 31 May 2016.

(e) The number of share options was adjusted by the
open offer on 29 August 2016 (the “Open Offer”).

) The exercise price per share as at 31 December
2017 has been adjusted with effect of Share
Consolidation 1.

(9) The exercise price per share as at 31 December 2016
has been adjusted with effect of Share Consolidation
| and Open Offer on 29 August 2016.

(h) The exercise price per share as at 31 December 2016
has been adjusted with effect of Open Offer on 29
August 2016.
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35.
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Bt -
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ZE-—ARF+ZA=+—-HLEEFE

BhESAER T —tF=A+=
ARG B — Mm% -

BREHER - Z—tFNA=AR
TE—tFARRFEH-

RE-T—AFT-A=+—BItF
LB MR R R -

BREBEER T —XRFLA
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35.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

SHARE-BASED PAYMENT

TRANSACTIONS (continued)

Movements in the number of share options outstanding
and their weighted average exercise prices for the
years ended 31 December 2017 and 2016 are as

follows:

e M ERAR MR

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

LR IEIRRS (&)
HE_Z—+H&K_ZT—RF+=-A8

=+ HIEERIT RO
B ET ST EDT -

Weighted No. of shares
average issuable
exercise under

price options
HK$ granted
REBER LR
T HITEE IREERTEEATHY
BT RGEE
At 1 January 2016 RZZT—XRF—HA—H - -
Granted during the year FAKE 0.1156 1,254,694,326
Exercised during the year FRITE 0.1002 (765,000,000)
Adjustments arising from: EATSIEEERFE
- Share Consolidation | e s — - (189,614,458)
- Open Offer Nk 0.3255 5,024,783
Outstanding and exercisable at R _-T—XR"F+-A=+—H
31 December 2016 and MZE—+F—H—H
1 January 2017 RITHERAIITHER 0.2240 305,104,651
Cancelled during the year FNTEHE 1.8042 (35,638,081)
Adjustment arising from: EATREEENFE -
- Share Consolidation | e = - (266,966,570)
Outstanding and exercisable at R -T—+tF+-A=+—H
31 December 2017 RITRE R AT 1.6240 2,500,000

No share option was exercised during the year ended

31 December 2017.

The weighted average remaining contractual life of
the outstanding share options is 3.67 years (2016:

4.62 years).

HE_Z—+tF+_A=+—HILFE
3 4 R AR R T

RITEBREAMEFL IR TS LOHR
B3.67TFE( T —/RF : 4.62%F)°
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

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

35.

SHARE-BASED PAYMENT 35. URGNRRS (&)
TRANSACTIONS (continued)
For the year ended 31 December 2016, the adjusted BHE_Z—XRF+-_A=+—HItHF
closing price of the Company’s shares, before B ERABRNDEH —RARAEENY
adjusting the effect of the Share Consolidation | and ZE ARAIRODOLCHABUTERE
Open Offer, immediate before 5 February 2016, 23 EFpYEH-—ZE—XE-_/ARH —=
February 2016, 29 February 2016, 13 May 2016 and —RNF-ZAZ+=B -ZZE—XF_H
31 August 2016, dates of grants, were HK10.20 cents, “t+hAB-ZE-RFEAT=BR=
HK10.00 cents, HK9.70 cents and HK7.20 cents and E-XNENAZ+—BATHEARKS
HK20.30 cents, respectively. & 5 /10.20/& 1L - 10.007%& 1l - 9.70
AL~ 7.20%8 1L 5 20.3078 11l
The weighted average closing price of the Company’s BHE_Z-—RFT+_A=+—HILFE
shares immediately before the dates on which the EBERETE B BRI ARG A M
options were exercised during the year ended 31 HESF U T (B A3.6098 T (B IRD A&
December 2016 was HK$3.609 (adjusted for Share H—R AR ARBEEEREFARE )M
Consolidation | and Il and Open Offer) (note 34). 34)°
The following assumptions were used to calculate the TREBARFEEREATEZR
fair values of share options: B
5/2/2016 23/2/3016 29/2/2016 13/5/2016 31/8/2016
8% "2 -5 EFER N3
—E-7F-R1A “B-t=H “A-thB +=R NRB=1-H
Fair value at measurement date 5 2 FEHATE HK4.605 cents ~ HKA.506 cents  HK4.303 cents  HK3.357 cents  HK9.288 cents
4.6057% L 4.5067% 1L 4303711 3.357 %L 9.2887% 1l
Grant date share price Rt ABRE HK10.10 cents  HK9.90 cents  HK950 cents  HKG.80cents  HK20.3 cents
10101 9.90%(L 9.50%L 6.80/% L 2031
Exercise price (Nots) TEEW2) HK10.18 cents  HK10.00 cents ~ HK9.72 cents  HK7.20 cents  HK20.3 cents
101871 10.007&(1 97251l 7201 2031
Expected life BREE 5 years 5 years 5 years 5 years 5 years
5E 5% 5% 5% 5E
Expected volatiity BHRE 67.47% 67.46% 67.46% 67.23% 67.37%
Dividend yield RE % 0% 0% 0% 0% 0%
Risk-free interest rate ERRTE 1211% 1.078% 0.989% 0.891% 0.588%
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35.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

SHARE-BASED PAYMENT

TRANSACTIONS (continued)
Note:

The exercise price of the share options granted on 13 May
2016 was adjusted from HK7.2 cents to HK36 cents due to
the Share Consolidation | on 31 May 2016 and the exercise
price was then adjusted to HK32.50 cents as a result of the
Open Offer on 29 August 2016 and further adjusted to HK$2.6
as a result of the Share Consolidation Il on 13 March 2017.
The exercise price of the share options granted on 31 August
2016 was adjusted from HK20.3 cents to HK$1.624 as a
result of the Share Consolidation Il on 13 March 2017.

The share options granted on 5 February 2016, 23 February
2016 and 29 February 2016 were fully exercised before the
Share Consolidation | and Il (note 34).

The fair value for the share options granted during the year
ended 31 December 2016 of HK$65,726,000 were calculated
by Assets Appraised Limited, independent qualified
professional valuers. The Binomial model has been used to
estimate the fair value of the options. The variables and
assumptions used in computing the fair value of the share
options are based on the directors’ best estimate. Changes
in variables and assumptions may result in changes in fair
value of the share options.

The expected volatility is based on the historic volatility
(calculated based on the weighted average remaining life of
the share options), adjusted for any expected changes to
future volatility based on publicly available information.
Changes in the subjective input assumptions could materially
affect the fair value estimate.

Share options were granted under a service condition. This
condition has not been taken into account in the grant date
fair value measurement of the services received. There were
no market conditions associated with the share option
granted.

35.

e M ERAR MR

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

URBNRRS (#)
Wit -

RZZE—AFRAT-ARLOBERE
TEE ARDEH—TR=ZZ—X~FHA
=+—HH7.28WUARAIGH - 1TEEE
APABEMR-_ZT—"FNAZTILBAE
AB32.50%8 1 WEABRMBEH MR =ZT—+
FZA+=RE—FABAR26BTL- N
T-XNENAZ+—BEENBEREZITE
B ARGAH MR _E—tF=A+=
H /20.3/8L7% A1.62475 7T

R-_ZE—RE-_ARHE - —ZT—~F_A
T+ ERRZE-RE-_A-TAAEENE
FEAEE AN & OF — R — AT ER BRI TE (M5
34)°

HE-_Z—R"E+_A=1+—BIFEEH
#) B8 IR 4 2 A T {8 /565,726,00075 7T Jh B
B LA AN H 2 (4 E flAssets Appraised
Limitedst & < IR E 2 X FEDER ZEN
BRAGEE - ARGTEBREATEZZE K
SRR EEE 2 R EGMEL - EH R
RE& 2z EE) ] L E R BARIE N T EEE) -

TE AR IR E R LR 1R (B AR 8 T F
BHIRGFE) XERRAFER AR AR E
EAEMEBEHRE THEARERR
BRI R AP EMGHEKRER TN E -

BB R TY AR IR — TR AR A AR A 1 1 o FE AT AR
RIENEH BB A FEFTER  LARTR
RZAGRAE o R B BB AR AR B RO TG 16 1
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

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

36.

OPERATING LEASE COMMITMENTS

The Group as lessee

Minimum lease payments paid under operating leases
in respect of rented premises were approximately
HK$4,768,000 (2016: HK$4,031,000).

At the end of the reporting period, the Group had
commitments for future minimum lease payments
under a non-cancellable operating lease which fall
due as follows:

36.

SEHEAE
AEEERABEA
BEZEHNRBENES N 2 &HEMR
% %) 54,768,000/ ;L( — T — XN F ¢
4,031,000/ 7T ) °

RImERR  RETATHEZERD X
SENRRKEEE 2 AEHN T B
ST

2017 2016

—E—+tfF ZE—RF

HK$’000 HK$’000

FET FET

Within one year —F R 2,053 3,721
In the second to fifth years —FRERTFA

inclusive 200 853

2,253 4,574

The Group is the lessee in respect of two office
premises. The leases typically run for an initial period
of 1 to 3 years, with an option to renew the leases
when all terms are renegotiated. None of the leases
includes contingent rentals.
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37.

38.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

RETIREMENT BENEFITS SCHEMES

The Group operates a MPF Scheme for all its qualifying
employees in Hong Kong under the Mandatory
Provident Fund Schemes Ordinance. The assets of
the MPF Scheme are held separately from those of
the Group in funds under the control of an independent
trustee. Under the rule of the MPF Scheme, the
employer and its employees are each required to
make contributions to the scheme at rates specified
in the rules. The only obligation of the Group with
respect of MPF Scheme is to make the required
contributions under the scheme.

The total expenses recognised in profit or loss of
HK$463,000 (2016: HK$354,000) represents contribution
payable to the plan by the Group at rate specified in
the rules of the plan.

RELATED PARTY TRANSACTIONS

(a) Compensation of key management personnel

37.

38.

e M ERAR MR

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE
RIRERIFE
REERFRGIME LB ST RO
BEEBAEBEERLBRERTE A
BYXFEAZEHT BEFTENEE
HASERFRANESED RO - RIFR
BertEMRA EXTREEEHAR
B Rz st IR AR B E 2 L R - K
SER B EN M - R ERRES
EIEH PR AR

Rz PR 2 425 X 5463,0007% 7T
(ZZT—7X%F : 354,000/ 70 ) JH1EHKIA
STEIFTAIR Z L R E 2 A EE A

B3R

FREALRS
(a) FEEEASIRM

The remuneration of directors and other FA EFRHEMFEEERASR
members of key management during the year ZEewT
was as follows:
2017 2016
=T—tF —TREF
HK$’000 HK$’000
FET FET
Salaries and other benefits e kEMEN 8,154 7,647
Contributions to pension RIKESFEIMER
schemes 168 153
Equity-settled share-based AR EE 2 R
payment expenses XATEIZ - 30,444
8,322 38,244
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

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

38.

39.

RELATED PARTY TRANSACTIONS

(continued)

(b) Related party transaction
The Company disposed of its indirect wholly-
owned subsidiary, namely High Gear Holdings
Limited, to Global Value Group Limited, a
subsidiary of Enerchina Holdings Limited, of
which Enerchina Holdings Limited is a
substantial shareholder of the Company. Details
of this disposal transaction is stated in note
40(c) to the consolidated financial statement.

ACQUISITION OF A SUBSIDIARY

On 30 August 2016, the Company entered into an
agreement with three independent third parties (the
“Vendors”) to acquire the entire interest in John &
Wong at a consideration of HK$14.5 million, of which
approximately HK$6.1 million was settled by cash,
the remaining consideration was settled by the
Company by the issuance of 60,000,000 shares of
the Company at fair value of HK$6.48 million which
were issued and allotted on 28 February 2017 and
share options granted to the former owners of John
& Wong. John & Wong is a licensed corporation under
the Securities and Futures Ordinance and authorised
to engage in Type 1 activity, which are dealing in
securities. The principal activities of John & Wong
are the provision of securities brokerage services to
clients.
acquisition will enable the Group to expand the range
of its principal activities to include the provision of

The management considers that such

financial services for diversification of business. The
acquisition was completed on 28 February 2017.
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38.

39.

BREALRS (#)

(b) FRAEALXRS

RAREHEBEZENE AR
High Gear Holdings Limited
HETHEEZERABR QAN
f B X 7Global Value Group
Limited * B ZEZ R AR A 7
RAEARABFERR -HERXRFHH
HIBITRINEE M B RRME
40(c) °

Y iE— BB AT
RZZE—R"FNA=+H XARArH
—EBUE=FUEAFDIL—H%H
mUNKREBEBZEN 2 HER RER
14,500,000/ 7T - H##76,100,000/8 7T
EAREeEE SR TREZHARASE
BR-_E—+tHF_A-+/\BEQAFE
6,480,000/% 7T ¥ 17 X Ic 260,000,000
BRAEARFRIRD ERAEENRERART
BEREMEE - REREFKIAEKRA
BTHEAE BEEREF1HEE
BHERG REMNETEXEBRARR
RHBHELRS -ERBERA  ZWE
B AEEAHFE2ERHERRER
FEIRME BARTS AP BUER - BN =
E—+F A+ N \BEK-



39.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

ACQUISITION OF A SUBSIDIARY

(continued)

The following summarises the total consideration and
the amounts of the assets acquired and liabilities
assumed, as well as the amount of intangible asset
and goodwill arising from the acquisition recognised
at 28 February 2017 (the date of acquisition):

39.

e M ERAR MR

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

W B AR (&)

BRERFBUBEERMAEAENS
B URR-ZZE—+F-A=+NHK
BHEH)ERNEWBEEANERLEE
TEE2smEfanT

HK$’000

T#ET

Property, plant and equipment E RN L] 154
Other intangible asset - trading rights Hit\ILEE - RS (Mat21)

(note 21) 2,931
Accounts receivable JiE U BR =X 1,989
Deposits paid, prepayments and other BEfR e « BT RIB R E Y GRIE

receivables 415
Bank balances and cash RITHEBR RIS 5,676
Bank balances - trust accounts RITAERR —ERERRP 2,030
Accounts payable FERTBR K (4,080)
Deferred tax liability EREHRIARAR (484)
Total identifiable net assets at fair value A %R E EREAARE IR ATE 8,631
Goodwill arising on acquisition (note 20) WK ELMEE(HT20) 5,878
Total consideration BB 14,509
Total consideration: HBARE -

At acquisition date AU B EA

Cash and cash equivalents ReMREEEER 6,184

Issuance of shares TR D 6,480

Share options granted to the former BT RHE A2 B

owners 1,845
14,509
2017 F3f EFEERZERARAQF
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

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

39. ACQUISITION OF A SUBSIDIARY 39. WEKHEATR (&)
(continued)
The fair values and gross contractual amount of JEWEE R N H b e U BRI B E >
accounts receivable and other receivables as at the NEFERBEEL 2SR 41,989,000
date of acquisition amounted to HK$1,989,000 and 77T K 415,000 7T - B R URBR BN S H
HK$415,000 respectively. No accounts receivable and b B UG FRIE T8 BR AT Uk [a] o
other receivables were expected to be uncollectible.
HK$’000
T#ET
Net cash outflow on acquisition: BB R IR SR R -
Cash consideration paid ENRERE (6,184)
Net cash acquired from the subsidiary KEMBARNEESFREFHE 5,676
(508)

The transaction costs of HK$269,000 have been
excluded from the consideration transferred and
included in “administrative expenses” in the
consolidated statement of comprehensive income.

The goodwill arising from the acquisition of John &
Wong is attributable to the future growth and
profitability in relation to the provision of securities
brokerage services to clients. None of the goodwill
recognised is expected to be deductible for income
tax purposes.

John & Wong contributed approximately HK$1,071,000
to the Group’s total revenue and approximately
HK$3,248,000 loss to the Group’s loss after tax, for
the period between the date of acquisition and the
end of the reporting period.
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R 5 7269,000/8 TE L TR A E
R WAt ABRA 2EEBARN 1T
Sih e

ARBEZEELNBEXREEHERNEP
REEFELRBORIIER LA -
P RE W0 1) P B TR HABE I A B AT 1S A 1T
HBR »

REERHRERERRGAHA REA
N & B 2 s ' B491,071,0007% 7T -
TAAEERMEEBEEERBEY
3,248,000/5 7T °



39.

40.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M ERAR MR

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

ACQUISITION OF A SUBSIDIARY 39. WEKHEATR (&)
(continued)
If the acquisition of John & Wong had been completed myEBEER_ZE—tF—H—H
on 1 January 2017, the Group’s total revenue and BT FARE BB KA RR
loss after tax for the year would have been 1% B 18 ¥ o 7 52,280,000/ 7T &
HK$2,280,000 and HK$441,613,000 respectively. The 441,613,000/ 7T - B E B RHE(EF A
proforma information is for illustrative purposes only B PP —ERMMERERA S —+
and is not necessarily an indication of the total F-HA—HEZTHKWNBEATERAIER
revenue and income and loss after tax of the Group MAEERBK D RKRANRREEE
that actually would have been achieved had the B M IER AR TR RIR R AR -
acquisition been completed on 1 January 2017, nor
is intended to be a projection of future results.
DISPOSAL OF SUBSIDIARIES 40. HEMBATE
For the year ended 31 December 2017 BE-Z—tE+-A=+t—HLEE
(a) Emperor Investments Limited (“Emperor (a) Emperor Investments Limited
Investments”) ( [Emperor Investments| )
On 23 January 2017, the Group completed the RZE—+F—HB=-+=H"'K
disposal of the entire interest in Emperor SEEKM—BBIE=FH
Investments, to an independent third party, for HEmperor Investmentsh) £ &
a consideration of HK$20,000,000. Emperor # 25 £ {2 520,000,000/ JT °
Investments was principally engaged in holding Emperor Investments= Z #t =
of unlisted investments. RAEIFLMRE -
HK$’000
FET
Net assets disposed of: HEEEFE:
Available-for-sale investments AR ERE 20,000
Gain/(loss) on disposal of a subsidiary &M ERE Y (EE) -
20,000
Satisfied by cash and cash equivalents ARENMREFEEEEE 20,000
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

e BRI

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

(a)

40. DISPOSAL OF SUBSIDIARIES (continued) 40. HEWEBLE (&)
For the year ended 31 December 2017 (continued) BE-_E—+tHF+-A=1+—HLEEE
(&)
Emperor Investments Limited (“Emperor (a) Emperor Investments Limited
Investments”) (continued) ( [Emperor Investments_| )
(&)
An analysis of the net inflow of cash and cash HEeE-_Z2—+F+-_A=1+—H
equivalents during the year ended 31 December HFEEEBHE —FMEQ AW
2017 in respect of the disposal of a subsidiary RekBFeEBEBBBERAFED
is as follows: W :
HK$’000
T#ET
Cash consideration ReRE 20,000
Net inflow of cash and cash equivalents A HE R BARNRE K&
in respect of the disposal of a REFEBARAFE
subsidiary 20,000

(b)
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Top Gate Holdings Ltd. (“Top Gate”) (b) Top Gate Holdings Ltd.
( [Top Gate )
On 23 January 2017, the Company completed RZE—tF—-A=-+=H 'K
the disposal of the entire interest in Top Gate RATERA—BBLE=FEE
to an independent third party, for a consideration Top GateH) = H#E=m - KE R
of HK$31,000,000 Top Gate was principally 31,000,000/ 7T - Top Gatex &
engaged in holding of unlisted investments. NEFHHIELMERE -
HK$°000
T#ET
Net assets disposed of: HEEEFE -
Available-for-sales investments Al HERE 28,650
Convertible notes receivable JEW AT #A AR R 4R 2,167
Other receivables, deposits and HAh R RIE ~ 1= ® RIERTHK
prepayments 183
Gain/(loss) on disposal of a subsidiary &M EREZ Y (EE) -
31,000
Satisfied by cash and cash equivalents ARENIREFEEREE 31,000




40. DISPOSAL OF SUBSIDIARIES (continued) 40.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
i E B R M R

For the year ended 31 December 2017

For the year ended 31 December 2017 (continued)

(b)

(c)

Top Gate Holdings Ltd. (“Top Gate”)
(continued)

An analysis of the net inflow of cash and cash
equivalents during the year ended 31 December
2017 in respect of the disposal of a subsidiary
is as follows:

ME-TtF A=t -AILFE

HEMBAR (@)

HE=

(%)
(b)

E—tF+ZA=+—-HLEEFE

Top Gate Holdings Ltd.

( [Top Gate] ) (#&)
BHE_ZT—+F+HA=+—8H
HFEEREBAHE —FMEQ A
RekBeEEBEBAERAFED
WaT

HK$’000
T#ET
Cash consideration RERE 31,000
Net inflow of cash and cash equivalents A&~ BARHIRE K&
in respect of the disposal of a ReFEBRRAFHE
subsidiary 31,000

High Gear Holdings Limited (“High Gear?”) (c) High Gear Holdings Limited
( [High Gear )

On 23 June 2017, the Group completed the RZE—+tFXXAZ+=H" &K
disposal of the entire interest in High Gear to & B 5T M Global Value Group
Global Value Group Limited (a subsidiary of Limited( B EEIERER QA2
Enerchina Holdings Limited), for a consideration MiE A 7)) H EHigh Gearf2 %
of HK$490,000. High Gear was principally 3 - {8 5490,0007 7T ° High
engaged in holding of marine facilities. GearF ZEWNERAE —EMAR

iR
HK$’000
T
Net assets disposed of: HEEEFE -

Property, plant and equipment e RS 244
Prepayment and deposits B AR IE® 253
Loss on disposal of a subsidiary HE—FEME LRz EE (7)
490
Satisfied by cash and cash equivalents ARENRIREFEEBEF 490
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R B AR M

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

40. DISPOSAL OF SUBSIDIARIES (continued) 40.

For the year ended 31 December 2017 (continued)

(c) High Gear Holdings Limited (“High Gear”)
(continued)
An analysis of the net inflow of cash and cash
equivalents during the year ended 31 December
2017 in respect of the disposal of a subsidiary

HEMBAR (&)
BE-ZE—tF+-A=+—BHLEFE
(#&)
(c) High Gear Holdings Limited
( [High Gear] ) (#&)

BHE_ZT—+F+HA=+—8H
HFEEREBAHE —FMEQ A
RekBeEEBEBAERAFED

is as follows: T :
HK$’000
T#ET
Cash consideration RERE 490
Net inflow of cash and cash equivalents A&~ BARHIRE K&
in respect of the disposal of a REFEBERARAFRE
subsidiary 490

For the year ended 31 December 2016
Cicero Capital Ltd. (“Cicero Capital”)

On 8 August 2016, a wholly-owned subsidiary of the
Company (“the Vendor”) entered into a sale and
purchase agreement with an independent third party
(“the Purchaser”), pursuant to which the Vendor has
conditionally agreed to sell and the Purchaser has
conditionally agreed to purchase the entire 100%
equity interest in its subsidiary, Cicero Capital Ltd.,
for a cash consideration of HK$128,000,000. The
disposal was completed on 12 October 2016. The
net assets of the subsidiary at the date of disposal
were as follows:
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BE-Z—RF+-A=+—HLFE
Cicero Capital Ltd. ( [Cicero
Capital | )

RZZT—R"ENANR ARF—HZ
ENBAR(IER B —BBIE=F
(TBF DL 0EEwE Bt &
FEBKRGRELEME AR B EHR
=M 8 H B A AlCicero Capital Ltd.
#)100% A% 1 - 31 & 1 (& /128,000,000
BT -ZEEER - ZE—XR"E+A+=
HEeg RHERHMBARIZEEF
(ERUNNE



40.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

DISPOSAL OF SUBSIDIARIES (continued) 40.
For the year ended 31 December 2016 (continued)

Cicero Capital Ltd. (“Cicero Capital”) (continued)

e M ERAR MR

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE
HENBLQT (&)
BE-ZE-AF+-A=+—HLEFE
(%)
Cicero Capital Ltd. ( [Cicero
Capital | ) (#&)

HK$’000
T
Net assets disposed of: EHEEEFE
Property, plant and equipment M - BB K& 95,732
Prepayment and deposits TR FIE R IEE 99
95,831
Total consideration BB 128,000
Expenses paid in connection MHEENZHAX
with the disposal (16)
Net assets disposal of HEZEEFE (95,831)
Gain on disposal of a subsidiary HE—FNB ARz W 32,153
Satisfied by: BRI TER :
Cash RBe 128,000
Analysis of the net inflow of cash and REE—HWBARIZRE R
cash equivalents in respect of REFBEBE Z2RNFEI
disposal of a subsidiary:
Cash ok 128,000
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

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

41. MAJOR NON-CASH TRANSACTIONS 4. TEFRERF
(@  During the year ended 31 December 2016 and @ HBEZZT-—RFERZFT—LF
2017, the Company entered into share swap +ZA=+—BLFE KRA
arrangements that both the Company and the VMR AR REFH
counterparties issued new shares and BETFRO W E BRI —
exchanged with each other. Further details are HEFI5ER M 5E34(a) K2.34(g) °

set out in note 34(a) and 34(g).

(b)  During the year ended 31 December 2017, the by #H=E—Z—+tF+-_A=+—H
Company acquired John & Wong whereby part WEFE ARFWERE Bt
of the considerations comprised of issuance of MOREBEREZENRES A
new shares and share options to the former BT MBI - — 2P 5F
owners of John & Wong. Further details of the TEERR I EE39 o

acquisition is set out in note 39.

42. STATEMENT OF FINANCIAL POSITION 42, AR PBHARRRK#E
AND RESERVES OF THE COMPANY

2017 2016
—E—+tHF —E—RE
HK$’000 HK$’000
FET FET
Non-current assets FRBEE
Plant, property and equipment B - ¥E K& 1.616 2,085
Interest in a joint venture R—EEERE I #ER 142,689 142,689
Investments in subsidiaries RSB RARZIRE 452,244 26,656
Club debenture SRES 1,300 1,300
Amounts due from subsidiaries &Y A R FIE 162,226 705,375
760,075 878,105
Current assets RBEE
Other receivables and H A fEGRIB RIBT K
prepayments 503 2,636
Amounts due from a joint W —M& & ERIA
venture - 71
Bank and cash balances RITRIRS B8 21,980 239,887
22,483 242,594
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
i E B R M R

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

42. STATEMENT OF FINANCIAL POSITION 42, KRAFHHERRRREE (&)
AND RESERVES OF THE COMPANY

(continued)

2017 2016
—E—+tHF —E—RE
HK$’000 HK$’000
FET FET
Current liability RBEME
Other payables and accruals HE S FOE M ERTE A 2,998 5,281
Net current assets REBEERE 19,485 237,313
Total assets less current liability AEERABEE 779,560 1,115,418
Capital and reserves EXRREE
Share capital N 27,577 22,741
Reserves 1t 751,983 1,092,677
779,560 1,115,418
Approved and authorised for issue by the board of mEsEel -—ET— \EF=-A—-+=8i#t
directors on 23 March 2018. R TR -
Mr. Kitchell Osman Bin Mr. Shimazaki Koji
Kitchell Osman Bin% 4% US I 32 J) S 4
Director Director
EF EF

2017 F8 EHFBERZERARLR
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

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

42.

STATEMENT OF FINANCIAL POSITION

AND RESERVES OF THE COMPANY

(continued)

42. ARRMBRRRREE @)

Movement of the Company’s reserve VANUNCIE=17 k=)
Share
Contributed option Accumulated
surplus reserve losses Total
BERES BRERE ZitEE #et
HK$°000 HK$°000 HK$°000 HK$°000
FET FET FET FAET
At 1 January 2016 R-Z—X"E—A—H 1,039,140 - (208,616) 830,524
Loss for the year FAEE - - (424,637) (424,637)
Equity-settled share- NEREE 2 RERS
based transactions - 65,726 - 65,726
Exercise of share options 171& %% 110,342 (34,464) - 75,878
Shares issued B #TIRM 557,596 - - 557,596
Transaction cost BTN ERREGRS
attributable to issue of ~ FXAN
new ordinary shares (12,410) - - (12,410)
At 31 December 2016 \ZE—RF
+-A=+—H 1,694,668 31,262 (633,253) 1,092,677
At 1 January 2017 R-Z—+%—H—H 1,694,668 31,262 (633,253) 1,092,677
Loss for the year FREE - - (446,665) (446,665)
Cancellation of share EERilt e
options - (29,417) 29,417 -
Share issued BEBITRG 105,971 - - 105,971
At 31 December 2017 R=-F—+t#F
+t=A=+—H 1,800,639 1,845 (1,050,501) 751,983
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43.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

PARTICULARS OF SUBSIDIARIES OF
THE COMPANY

The particulars of subsidiaries of the Company for

the years ended 31 December 2017

are listed as

e M ERAR MR

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

43. ARRQBIMBATIFE

BE_ZT—tHFT_A=+—HL*F
B ARRBEEMBARFENT

follows:
Place of
incorporation Proportion of ownership interest
or registration/ Paid up issued and voting power held by the  Principal
Name of subsidiary operations share capital Company activities
WEADEH GALITNER- SR -§ bk HRERARE AAAFGRERRRZRLE  TEXE
Directly Indirectly
B [
% %
China Resources Enterprise  British Virgin Islands USD1 100 - Inactive
Ltd. ABRAES %71 g%
Comanche Limited British Virgin Islands HK$1 100 - Intermediate holding
ABRUES 187 PR
Dai Gor Capital Ltd. British Virgin Islands HK$750,014,141.40 - 100 Intermediate holding
RBRAAS 750,014,141.40 T PR
Divine Kings Limited British Virgin Islands HK$864,832,564.46 100 - Intermediate holding
AERNES 864,832,564.46 7T RNER
Hurricane Fly Limited British Virgin Islands HK$1 100 - Intermediate holding
ABRUES 187 PR
Imagi Character Licensing B.V.  Netherlands EUR18,100 - 100 Sub-Licensing of intellectual
ok ] 18,1008 property rights in respect of

2017 Fi§

CGl animation pictures
rEEREGEEnAIEES
Bt

EEEBIERARAR
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

e BRI

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

43.

Annual Report 2017 IMAGI INTERNATIONAL HOLDINGS LIMITED

PARTICULARS OF SUBSIDIARIES OF

THE COMPANY (continued)

43. ARRQEIMBATRFSE (&)

Place of
incorporation Proportion of ownership interest
or registration/ Paid up issued and voting power held by the  Principal
Name of subsidiary operations share capital Company activities
WERELR HRMEYRRL EEY BRERTRE ARAMGHERRAERLS  IEXB
Directly Indirectly
B B
% %
Imagi Core Company Limited ~ Hong Kong HK$1 - 100 Provision of administrative
B 187 services
RATIIRE
Imagi Crystal Limited Hong Kong HK$1 - 100 Holding and licensing of
EEKRARAT &k 187 intellect property assets in
respect of CGI animation
pictures
FREREEIENAAEEN
FR Rt
Imagi Holdings Limited Hong Kong HK$1 100 - Inactive
ERERARLA (3 1A EEe%
Imagi International Holdings ~ British Virgin Islands USD1 100 - Inactive
Limited By e 3 gELR
Imagi Management Limited Hong Kong HK$1 - 100 Provision of administrative
ERERERAT Bk 157 services

RUEARRS



43.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
i E B R M R

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

PARTICULARS OF SUBSIDIARIES OF
THE COMPANY (continued)

43. ARRQEIMBATRFSE (&)

Place of
incorporation Proportion of ownership interest
or registration/ Paid up issued and voting power held by the  Principal
Name of subsidiary operations share capital Company activities
HELELR HMEYRRL EELY BRERTRE ARAMGHERRAERLS  IEXB
Directly Indirectly
B &
% %
Imagi Management Services  British Virgin Islands HK$1 - 100 Provision of administrative
Limited ABRAEE 187 services
RATIIRE
Imagi Platinum Limited Hong Kong HK$1 - 100 Holding and licensing of
Bk 137 intellectual property assets in
respect of CGI Animation
picture
FHERERDENMAEREY
FR Rt
Imagi Wealth Limited Hong Kong HK$1 - 100 Investment in securities
ESEEERAT (3 1A EFRE
Infinite Lake Limited British Virgin Islands HK$61,500,000 100 - Inactive
RERLES 61,500,007 ¢ g%
Intellefund Finance Limited Hong Kong HK$1 - 100 Inactive
B 1A EEe%
John & Wong Securities Hong Kong HK$122,000,000 - 100 Securities brokerage
Company Limited B 122,000,000 0 Bt
EEilsERAT
Macallan Fine Holdings Ltd. ~ British Virgin Islands HKS$1 100 - Intermediate holding
ABRAES 187 PR
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
R B AR M

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

PARTICULARS OF SUBSIDIARIES OF
THE COMPANY (continued)

43.

Annual Report 2017 IMAGI INTERNATIONAL HOLDINGS LIMITED

43. ARRQEIMBATRFSE (&)

Place of
incorporation Proportion of ownership interest
or registration/ Paid up issued and voting power held by the  Principal
Name of subsidiary operations share capital Company activities
HELEAR HMEYRRL EEY BRERTRE ARAMGHERRAERLA  IEXB
Directly Indirectly
B# L
% %
Magmagous Corporation British Virgin Islands USDt 100 - Inactive
ABRAES %7 EEEX
Main Events Inc. British Virgin Islands USD1 100 - Inactive
ABRAES %71 EEEX
Raytheon Investments Ltd. British Virgin Islands USD100 100 - Inactive
ZBRAES 100570 gELz
Sky Field Holdings Limited British Virgin Islands USD1 100 - Intermediate holding
REARERAT ABRIES %7 RRER
Step Goal Limited British Virgin Islands USD1 100 - Intermediate holding
BeERAA ABRAES %71 RAAR
Turbo Money Investments British Virgin Islands USD4 - 100 Inactive
Limited ABRAES T e
Unimagi Investment Limited British Virgin Islands HK$750,000,000 - 100 Trading of securities
ZERAES 750,000,000 EEES
Unimagi Investment (HK) Hong Kong HKS$1 - 100 Inactive
Limited (3 18T EEL%



44,

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

EVENTS AFTER THE REPORTING
PERIOD

On 2 February 2018, the Company entered a sale
and purchase agreement with its joint venture partner
to dispose its whole interests in Imagination Holding
Limited and its subsidiaries, a joint venture company
at a cash consideration of HK$150 million. The
transaction is subject to the shareholders’ approval
and not yet complete as at the date of this report.

44,

e M ERAR MR

For the year ended 31 December 2017
HE_Z—+F+-A=1+—HLLFE

BEARSEH

RZZE—-—NFZAZH ARQRFHEHE
EEBHITIVEENRLESE D
*¥Imagination Holding Limited &
HIMBERAANE2HER ReRER
150,000,000/8 7T ° 7% R 5 78 J& B R #Ht
- BEERRE BHRARTK

\|

b
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FINANCIAL SUMMARY
MEHE

RESULTS ¥E

2013 2014 2015 2016 2017
=% ZE-pmf ZT-1F ZT—F IZE—tf
HK$'000  HK$000  HK$000  HK$'000  HKS$’000
FET FET FET FET FET

Revenue Wzs 92,806 - - 1,132 1,822
Realised losses from sales of ~ {HEAEABEEEM LW
listed equity investments BARENEEHEE
classified as held-for-trading - - - (19,085) (87,589)
92,806 - - (17,953) (85,767)
(Loss)/profit before tax BEian (B18) /&h (89,612) 3,455 (81,238)  (417,562)  (452,005)
Income tax credit/(expense) FriskiEe,/ (Ax) 67,728 - - (10,967) 10,967
(Loss)/profit for the year FR (B8) /55 (21,884) 3,455 (81,238)  (428,529)  (441,038)
(Loss)/profit attributable to AYNSIEZ 2PN/ L
owners of the Company (B518) /&7 (21,884) 3,455 (81,238)  (424,529)  (441,038)
ASSETS AND LIABILITIES EERAEE
2013 2014 2015 2016 2017

“E-=F —T-mF —T-1F ZET-RF ZB-iF
HK$'000 ~ HK$000  HK$000  HK$'000  HK$’000
TET TET TET TETL TFET

Total assets EEWE 926,640 923396 845364 1,128,205 789,673
Total liabilities aEeE (3,904) (3,042) (3,983  (17,976) (9,828)

922,736 920,354 841,381 1,110,229 779,845

Equity attributable to owners of ~ AARIHEA A EL R
the Company 922,736 920,354 841,381 1,110,229 779,845
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