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Chairman’s Statement
FTEREE

On behalf of the board (the “Board”) of directors (the
“Directors”), | am pleased to present the final results of
Daohe Global Group Limited (the “Company”, together
with its subsidiaries, the “Group” or “Daohe Global”) for
the eight months ended 31 December 2017.

The year 2017 was full of challenges and opportunities for
Daohe Global. The rising popularity of the Internet continued
to present pressure on the business environment of our
trading and supply chain management services segment.
Facing these headwinds, we preserved our existing
businesses and provided a greater range of value-added
services and expanded the product mix in order to further
reinforce our relationship with major customers. Effective
cost control measures were also implemented to maintain
stable development of our core business.

As for achieving business breakthroughs, the management
has targeted the changes leading the way in the mobile
Internet era. Towards that end, we have maintained our
existing businesses, and have actively invested in
innovative businesses in order to allocate resources to
those projects with stronger potential for development.
During the period, in a major initiative to diversify our
business and expand our income sources, Daohe Global
has acquired the leading gamified mobile social
networking platform in the PRC, ¥/ (“Duimian”). Since
the completion of the acquisition in June 2017 to date,
the integration of the new business has proceeded
smoothly, and Duimian is expected to generate
contributions to the Group in the short term.
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Looking ahead, the Internet is like a “double-edged
sword” bringing huge changes to all industries. Firstly,
the popularity of online shopping increases transparency
and creates pressure on pricing, which is expected to
continuously present challenges to the traditional supply
chain industry. Secondly, the rapid development of the
Internet is also creating new industries, including the
gamified mobile social networking industry in the PRC.
Throughout the world, the PRC remains an engine for
global economic growth with a better-than-expected
GDP in 2017. Numerous new unrealised business
opportunities yet remain in this market and the PRC still
offers wider room for development. Therefore, the
Group’s medium-to-long-term planning maintains its
focus on strategic investments in the PRC. This continued
focus is the reason we had changed the year-end date in
a move to match the fiscal year of our operating
subsidiaries in the PRC.

Dache Global is well prepared to succeed in the new era
of the mobile Internet. In the future, the Group will
develop both businesses, namely supply chain
management and gamified mobile social networking.
Towards that end, we will effectively integrate our
existing resources to maximise our efficiency and achieve
a win-win situation for both businesses.

We understand that our traditional business must
embrace the Internet in order to move forward with the
times. We will make good use of information technologies
to bring positive changes to its operations. In addition,
we are continuing to expand the diverse product mix and
provide more comprehensive value-added services, so as
to enhance customer relationships and strengthen their
reliance on our services.
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Chairman’s Statement
TEHREE

As for the promotion and development of the new
business, we will strive to increase penetration of third
and fourth-tier cities and further expand the user base of
Duimian in order to capture the enormous business
opportunities in the PRC's gamified mobile social
networking industry. The management will continue to
optimise and expand this business with the hope of
boosting it to the next level.

The management will remain receptive and explore
investment opportunities that may bring good returns to
shareholders.

Last but not least, | would like to take this opportunity to
express my heartfelt gratitude and appreciation to the
Board, our management team and staff for their
contributions and their steadfast dedication to their work.
| would also like to extend my sincerest thanks to our
shareholders, business partners and customers for their
unflagging support.

ZHOU Xijian
Chairman

Hong Kong, 23 March 2018
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Management Discussion and Analysis

Business Review

Overview

The financial year end date of the Company had been changed
from 30 April to 31 December starting from the financial year
2017 in order to align with the financial year of its People’s
Republic of China (the "PRC") operating subsidiaries (the “PRC
Operating Subsidiaries”), thereby streamlining and facilitating
the preparation of the consolidated financial statements of the
Group. Therefore, the current financial period covers a period
of eight months from 1 May 2017 to 31 December 2017 which
may not be entirely comparable with last year’s results covering
a period of twelve months.

Total revenue of the Group for the eight months ended 31
December 2017 was approximately US$78.5 million (year ended
30 April 2017: approximately US$90.5 million), which included
revenue of approximately US$14.8 million from the newly
acquired online social platform in the PRC. The business of
trading and supply chain management services recorded
revenue of approximately US$63.7 million during the eight
months ended 31 December 2017, it remained the largest
business segment of the Group and representing approximately
81.1% of the Group's total revenue.

Gross profit was approximately US$18.2 million for the eight
months ended 31 December 2017 (year ended 30 April 2017:
approximately US$21.6 million), of which approximately US$3
million was contributed by the newly acquired online social
platform.

The operating expenses for the eight months ended 31
December 2017 amounted to approximately US$23.6 million
(year ended 30 April 2017: approximately US$20.9 million). The
increase was mainly attributable to the cost in relation to the
new online social platform business of US$9.6 million.

Loss for the eight months ended 31 December 2017 amounted
to approximately US$76.2 million. The loss included non-cash
impairment losses on goodwill and amortisation of intangible
assets of approximately US$73.1 million and approximately
US$7.6 million respectively. Excluding the impairment losses on
goodwill and amortisation of intangible assets, net of deferred
tax credit of approximately US$1.9 million, the Group's profit for
the period under review would be approximately US$2.6 million,
representing an increase of approximately US$2.3 million as
compared with a profit of approximately US$0.3 million for the
year ended 30 April 2017.
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Management Discussion and Analysis

BRI 0 &S

Segmental Analysis
Operating Segment
The Group's business comprises three operating segments: (i)

trading and supply chain management services; (i) operation of

online social platform; and (iii) a money lending business.

(i)

Trading and supply chain management services

During the period under review, shipment value for
trading and supply chain management services was
approximately US$145.5 million (year ended 30 April 2017:
approximately US$199.3 million). Shipment value for
provision of services and trading of merchandise
accounted for approximately 62% and 38% (year ended 30
April 2017: approximately 60.5% and 39.5% respectively)
of the Group's total shipment value respectively.

Geographical Analysis
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Shipment value

HEEHE

Eight months
ended Year ended
31 December 30 April
2017 2017
BE-Z—+tF HEZZT—+F
+=-HA=+-—H MA=+H
IEN@EA IFE
US$’ million US$' million
BEBER BEET

North America =M 104.4
Europe BOM 40.1
Others Hh 54.8
Total &t 199.3

During the period under review, shipments to North
America were approximately US$74.5 million, contributing
approximately 51.2% of the total shipment value.

Shipments to Europe were approximately US$34.4 million
and accounted for approximately 23.6% of the total
shipment value.
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(ii)

(iii)

Management Discussion and Analysis

Shipments grouped under "Others”, comprising mainly
shipments to the southern hemisphere represented
approximately 25.2% of the total shipment value.

Revenue for trading and supply chain management
services was approximately US$63.7 million for the period
under review (year ended 30 April 2017: approximately
US$90.2 million), representing approximately 81.1% of the
Group's total revenue.

Operation of online social platform

On 1 June 2017, the Group acquired the entire issued
share capital of Loovee Holdings Inc. (“Loovee”) which is
principally engaged in the development and operation
of ¥ ("Duimian”) in the PRC. Duimian targets younger
user groups with most users currently residing in first-tier
cities in the PRC. After the completion of the acquisition of
Loovee, the business generated revenue of approximately
US$14.8 million, contributing around 18.8% of the Group's
total revenue.

Money lending business

On 15 November 2016, Tingo Consulting Company
Limited (“Tingo"), a subsidiary of the Company, entered
into a loan agreement (the “Loan Agreement”) with Mr.
ZHENG Lianjun* (B0B4 ) (the "Borrower”), a businessman,
and Xin Kai He Trading Co., Limited (being the guarantor
of the loan and whose equity is wholly-owned by the
Borrower), a company incorporated in Hong Kong.
Pursuant to the Loan Agreement, Tingo agreed to provide
a loan in the principal amount of US$6 million to the
Borrower, subject to and upon the terms and conditions
thereof. The loan was fully settled as at 30 June 2017. Save
for the above, there was no loan granted or no new
borrower during the period under review.

*  For identification purpose only
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Management Discussion and Analysis

B E A W MDA

Impairment Losses on Goodwill

During the eight months ended 31 December 2017, the Group
has recognised impairment losses of US$13,600,000,
US$59,458,000 and US$40,000 in connection with goodwill
allocated to the trading and supply chain management services,
operation of online social platform and others, respectively. The
impairment losses are made based on the results of impairment
tests for the goodwill using their values in use in accordance
with HKAS 36.

The impairment loss of US$13,600,000 in connection with the
goodwill allocated to the trading and supply chain management
services was mainly a result of an expected future decline in
revenue due to a challenging business environment.

The impairment loss of US$59,458,000 in connection with the
goodwill arising from the acquisition of the online social
platform was mainly resulted from the increase in fair value of
the 150,000,000 shares of the Company allotted and issued as
part of the consideration for the acquisition, from the date of
the related share purchase agreement dated 21 February 2017
to the completion date of the acquisition of Loovee on 1 June
2017.

The impairment loss of US$40,000 was recognised to others as
no money lending business is expected in the future.

Details of the goodwill and acquisitions of subsidiaries are set
out in note 13 and note 28 of this annual report respectively.

Hong Kong Tax Case

As at the date of this annual report, the Group received
protective assessments amounting to approximately
HK$188,000,000 (equivalent to US$24,165,000) from the Inland
Revenue Department in Hong Kong (the “IRD") in respect of
queries on the modus operandi of the Group and the
chargeability of the profits for the assessment years from
2003/2004 to 2011/2012 (the “Case”). The Group has lodged an
objection against the protective assessments. In addition, Tax
Reserve Certificates amounting to HK$5,250,000 (equivalent to
US$675,000) have been purchased by two subsidiaries of the
Company in pursuit of the holdover of tax demanded under the
protective assessments for those years.
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Management Discussion and Analysis

The Group submitted a settlement proposal as part of a
negotiation with the IRD in relation to the Case in April 2015.
Subsequent to the submission to the IRD with the assistance of
an external tax specialist, the Group has maintained a close
dialogue with the IRD and understood that the IRD required
additional evidence from the Group to further assess the tax
position. As at the date of this annual report, the Case was still
under negotiation with the IRD. Despite the unresolved
outcome, the Group is of the view that sufficient tax provisions
have been made in the financial statements based on the
information available.

Financial Review

Financial Resources and Liquidity

The Group's financial position remained healthy with cash and
cash equivalents of approximately US$13.3 million as at 31
December 2017. In addition, the Group had total banking
facilities of approximately US$10.3 million including borrowing
facilities of approximately US$0.1 million as at 31 December
2017.

The Group had a current ratio of approximately 1.3 and a
gearing ratio of zero, based on no interest-bearing borrowings
and total equity of approximately US$111.5 million as at 31
December 2017. There has not been any material change in the
Group's borrowings since 31 December 2017.

On 21 March 2017, the Group entered into a loan agreement
with a director of the Company, pursuant to which the director
agreed to provide a loan facility to the Group in an aggregate
amount of US$10 million to finance the acquisition of Loovee
and possible future acquisitions. The loan is unsecured, non-
interest-bearing and repayable by 22 May 2018, which was
extended to be repayable by 22 May 2019. During the period
under review, a loan of approximately US$3.9 million was drawn
down by the Group.

Trade receivables increased from approximately US$5.4 million
as at 30 April 2017 to approximately US$8.6 million as at 31
December 2017. Gross trade receivables aged over 90 days
which amounted to approximately US$1.5 million, are being
carefully monitored by management and sufficient provision has
been made.
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Management Discussion and Analysis

B E A W MDA

The Group’s net asset value recorded was approximately
US$111.5 million as at 31 December 2017.

The majority of the Group's transactions during the period
under review were denominated in US dollars, Hong Kong
dollars and Renminbi. To minimise foreign exchange risks, sales
and purchases are generally transacted in the same currency.

As at 31 December 2017, the Group had no material contingent
liabilities or guarantees, or charges on any group assets.

Corporate Events During the Reporting Period
Acquisition of a gamified mobile social networking
platform in the PRC

On 21 February 2017, a wholly-owned subsidiary of the
Company, Glory Sino Limited (“Glory Sino"”) entered into a
share purchase agreement (the "SP Agreement”) with
independent third party vendors to acquire the entire issued
share capital of Loovee at a consideration of HK$800,500,000
(equivalent to US$102,892,000). Loovee is principally engaged
in the development and operation of a mobile social networking
platform “Duimian” in the PRC.

Pursuant to the SP Agreement, the consideration shall be
satisfied by (i) the allotment and issuance of 150,000,000
consideration shares of the Company at an issue price of
HK$4.67 per consideration share pursuant to the specific
mandate to be approved by the shareholders at the special
general meeting of the Company (the “SGM"); and (ii) cash
consideration of HK$100,000,000 (equivalent to US$12,853,000).

Further details of the acquisition were set out in the
announcements of the Company dated 21 February 2017 and
19 April 2017, and the circular of the Company dated 28 April
2017.

The acquisition was subsequently completed on 1 June 2017
and 150,000,000 shares were allotted and issued to the
independent third party vendors as part of the consideration for
the acquisition pursuant to the SP Agreement. The closing
share price of the Company on the completion date increased
to HK$7.27 and the fair value of the purchase consideration for
Loovee increased to approximately HK$1,190,500,000
(equivalent to US$153,020,000) accordingly.
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Management Discussion and Analysis

Loovee, is principally engaged in the development and
operation of Duimian through the operating company &3l i1 &
M B B B % & BR 2 7] (Loovee Science and Technology
Development Co. Ltd.*) (the "OPCO") and its subsidiaries.
As such, it is considered to be engaged in the provision of
value-added telecommunications services and internet
cultural business, a restricted and prohibited business
respectively for foreign investors pursuant to /N 1% & E 315
B H % (2015F & 5] )) (The Guidance Catalogue of Industries
for Foreign Investment (2015 Amended)*) (the “Catalogue”).

As the Company and its subsidiaries do not possess the
required qualifications under the Catalogue, Loovee as a
foreign investor cannot directly or indirectly hold the equity
interest in the OPCO.

In order to comply with the applicable PRC laws and
regulations, % M & £ (% Y1) B BR 22 & (Loovee Science and
Technology (Shenzhen) Co., Ltd.*), which is a company
established under the laws of the PRC and an indirect wholly-
owned enterprise subsidiary of Loovee, the OPCO and the
equity owners of the OPCO nominated by the Company
entered into certain structured contracts in relation to a series
of contractual arrangements.

Share subdivision

Pursuant to an ordinary resolution passed at the SGM held on 9
August 2017, every one (1) existing issued and unissued share
with par value of US$0.04 each in the share capital of the
Company was subdivided into three (3) shares with par value of
one and one third US cents each with effect from 10 August
2017 (the “Share Subdivision”). Upon completion of the Share
Subdivision, the authorised share capital of the Company was
US$40,000,000, divided into 3,000,000,000 ordinary shares of
one and one third US cents each, of which 1,509,592,701
ordinary shares were issued and fully paid or credited as fully
paid. There was no change to the board lot size after the Share
Subdivision. Further details of the Share Subdivision were set
out in the announcement of the Company dated 17 July 2017
and the circular of the Company dated 24 July 2017.

Change of financial year end date

The Board issued an announcement on 21 September 2017 to
change the financial year end date of the Company from 30
April to 31 December (the “Change”). Accordingly, the current
financial year end date of the Company is 31 December 2017.

The Change is intended to facilitate the future development
direction of the Group, whose medium-to-long term plan is to

continue to make strategic investments in the PRC.

* For identification purpose only
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Management Discussion and Analysis

B E A W MDA

The Group’s operations are carried out through some of its
subsidiaries established in the PRC, which are statutorily
required to close their accounts on the financial year end date
of 31 December. Since the financial results of the PRC
Operating Subsidiaries are to be consolidated into the
Company's consolidated accounts each year, the Change aligns
the financial year end date of the Company with the PRC
Operating Subsidiaries. This streamlines and facilitates the
preparation of the consolidated financial statements of the
Group.

For the above reasons, the Board believes that it is in the
Company's interests that the Change be effectuated.

Possible investment in a TV Drama

On 24 December 2017, the Group entered into a framework
agreement (the “Framework Agreement”) with Huoerguosi
Hanbo Culture Industry Limited* (B RV AL EERHE
fR 2 7)) (the “Producer”) in relation to the possible cooperation
in the production of a TV drama series (the “TV Drama”) with a
total investment amount of approximately RMB200 million (the
"Possible Investment”). Pursuant to the terms of the
Framework Agreement, subject to the Producer having
obtained a filming licence to be issued by the State
Administration of Press, Publication, Radio, Film and Television
of the PRC* (¥ R B R EE £ B) and the parties
having entered into a formal cooperation agreement in respect
of the TV Drama (the “Formal Agreement”), the Group intends
to invest in the production of the TV Drama.

Save for the relevant provisions relating to confidentiality,
exclusivity and dispute resolution, the Framework Agreement is
not legally binding.

Up to the date of this annual report, the Group has yet to enter
into any Formal Agreement in relation to the Possible
Investment.

Further details of the Possible Investment were set out in the
announcement of the Company dated 24 December 2017.

Save as disclosed in this annual report, there are no other
important events materially affecting the Company and its
subsidiaries which have occurred since 31 December 2017.

*  For identification purpose only
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Management Discussion and Analysis

Remuneration Policy and Staff Development Scheme
As at 31 December 2017, the Group had 400 employees (as at
30 April 2017: 345). Total staff costs for the period under review
amounted to approximately US$10.8 million (year ended 30
April 2017: US$14.3 million).

The Group offers competitive remuneration schemes to its
employees based on industry practices, performance of the
individual employee and that of the Group. In addition, the
Company has adopted a share option scheme for eligible
persons and discretionary bonuses are payable to staff based
on his or her individual performance and that of the Group as a
whole.

Prospects

Rapid development of the Internet has not only dramatically
changed all industries, but has also seen the emergence of new
economies, including the gamified mobile social network
industry in the PRC, which the Group ventured into in 2017.
According to a report of the independent market research firm
Analysys International, the total user population in the PRC
mobile social network market is expected to reach 880 million
by 2018, representing a compound annual growth rate of
147.1% between 2014 and 2018.

To capture the enormous opportunities presented by the
gamified mobile social network platform in the PRC, in addition
to major cities, the management will explore third and fourth-
tier city markets to help it broaden the user base of Duimian.
Furthermore, the Group developed a claw crane mobile online
game at the end of 2017, which gives players “real life” like in
store experience of the game on their mobile devices. In just a
few months after its debut, the game won the favor of users in
increasing number. In 2018, the Group will continue to develop
and launch different innovative mobile games.
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Management Discussion and Analysis

B E A W MDA

For the Group's traditional sourcing and supply chain management
business, the management expects the business environment will
remain challenging and impact by weakening demand and price
pressure from customers. Given the aforesaid concerns, the Group
will continue to expand its product offerings and provide more
comprehensive value-added services to fortify its relationship with
key customers. Furthermore, the Group will actively embrace the
internet era by making good use of information technologies to
bring positive changes to its operations. Also, in view of the
immense potential that the retail industry holds in the PRC, the
Group will explore opportunities to offer supply chain management
services to domestic customers in the PRC.

Looking forward, the management will continue to look for
acquisition and investment opportunities with promising
potential, ensuring that the Group's resources are put into
projects with the best development prospect, in its bid to
ensure the Group is able to capture opportunities in the ever-
changing market and create the best returns to shareholders of
the Company.
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Biographical Details of Directors and Senior Management

Non-executive Director

Mr. ZHOU Xijian, aged 43, was appointed as a Non-executive
Director of the Company and the Chairman of the Board on 5
February 2015. Mr. Zhou is the Chairman of the Nomination
Committee of the Board and a member of the Remuneration
Committee of the Board.

Mr. Zhou has over 20 years of business experience. He is the
president of ER B MIX & ZE X £ B A R 2 7 (Guangdong
Daohe Investment Industrial Group Co., Ltd*) (“Guangdong
Daohe Group”). Guangdong Daohe Group is a multi-industry
company which is engaged in a wide range of businesses
including but not limited to liquor, drinking water, film and
television, catering and internet technology. On 6 September
2017, Mr. Zhou has been appointed as a director and the
chairman of Qingdao Huaren Pharmaceutical Co., Ltd (stock
code: 300110) which is listed on the Shenzhen Stock Exchange.
Mr. Zhou has also been the chairman of b R & L EER D
ABR A7 (Beijing Pai PR Communications Co., Ltd.*) since
January 2016, the shares of which are quoted on the National
Equities Exchange and Quotations in the People’s Republic of
China (stock code: 839457). Mr. Zhou completed a postgraduate
programme in Management and Business Administration from
the Business School of Nanjing Normal University in 2011.

Executive Directors and Senior Management

Mr. YU Lei, aged 44, was appointed as an Executive Director
and the Chief Executive Officer of the Company on 1 January
2018. Mr. Yu is the Chairman of the Executive Committee of the
Board and holds directorship of certain subsidiaries of the
Group.

Mr. Yu has over 10 years of management experience. He has
been a director of It RIEKE XL BB R A A (Beijing Pai
PR Communications Co., Ltd.*) since January 2016, the shares
of which are quoted on the National Equities Exchange and
Quotations in the People’s Republic of China (stock code:
839457). Mr. Yu holds a Master of Business Administration
degree from Sun Yat-sen University.

*  For identification purpose only
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Biographical Details of Directors and Senior Management

SE= kR EEEEM

Executive Directors and Senior Management

(continued)

Mr. WONG Hing Lin, Dennis, aged 48, was appointed as an
Executive Director of the Company on 1 September 2010. He is
a member of the Executive Committee of the Board and holds
directorship of certain subsidiaries of the Group. Mr. Wong has
been the President of the Group since 5 February 2015. He was
the Chief Financial Officer of the Group from January 2006 to
January 2017.

Prior to that, Mr. Wong was the head of corporate development
department of a Greater China based supply chain management
solutions provider and consumer products distributor, primarily
responsible for business development, mergers and acquisitions
and investor relations activities. Previously, Mr. Wong had
worked at several major international financial institutions where
he gained extensive experience in finance, investments and
banking. Mr. Wong holds a Master of Business Administration
degree in finance from Boston University in the US, and a
Bachelor of Science degree from The University of British
Columbia in Canada.
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Biographical Details of Directors and Senior Management

Executive Directors and Senior Management

(continued)

Mr. HO Chi Kin, aged 49, was appointed as an Executive
Director of the Company on 13 February 2018. Mr. Ho was also
appointed as the Chief Financial Officer of the Company on 1
January 2018. He is a member of the Executive Committee of
the Board and holds directorship of certain subsidiaries of the
Group.

Mr. Ho has over 20 years of extensive experience in wealth
management services in the United States of America, Hong
Kong and mainland China, providing independent financial
consulting services for high-end customers, focusing on
corporate restructuring, mergers and acquisitions and assisting
domestic clients with managing assets in their overseas listings.
Mr. Ho began his career as an accountant at Tang & Wong
CPAs in Hawaii in 1993. From the year 2000 to 2005, he was a
partner of CCP C.P.A. Limited where he handled a variety of
portfolios in auditing and assurance service in the fields of
properties, manufacturing, construction, trading and retailing
business, hotels and financial institutions. From the year 2005 to
2016, Mr. Ho was a founder and managing director of TAKA
International Corporation, which is a professional firm for
provision of corporate restructuring, company secretarial and
accounting services in mainland China. Mr. Ho holds a Master
of Business Administration degree from Hawaii Pacific University
and a Bachelor of Business Administration degree from the
University of Hawaii. Mr. Ho is a qualified accountant and a
member of the American Institute of Certified Public
Accountants and the Hong Kong Institute of Certified Public
Accountants.
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Biographical Details of Directors and Senior Management
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Independent Non-executive Directors

Mr. WANG Arthur Minshiang, aged 57, has been an
Independent Non-executive Director of the Company since 22
April 2002. Mr. Wang is the Chairman of the Remuneration
Committee of the Board and a member of each of the Audit
Committee and the Nomination Committee of the Board.

Mr. Wang is a managing director of 698 Capital Limited, a
private Asian investment firm. Previously, Mr. Wang was also a
board and audit committee member of NASDAQ listed
Homeinns Hotel Group, one of China’s leading hotel chains. Mr.
Wang was a member of the board and chief executive officer of
GigaMedia Limited, a NASDAQ listed online entertainment and
game provider. Mr. Wang was also previously a co-founder and
executive director of KGI Asia Limited, an investment bank and
securities brokerage. Mr. Wang has also served on the board of
directors of several finance and technology companies in the
region and was previously a member of the board and audit
committee chair of Softbank Investment International (Strategic)
Limited (now known as China Wah Yan Healthcare Limited)
(stock code: 648), the shares of which are listed on the Main
Board of The Stock Exchange of Hong Kong Limited. Mr. Wang
received his Juris Doctorate degree from Yale Law School and
practised corporate and securities law in Hong Kong and New
York. He also holds a Bachelor of Arts degree from the
University of California at Los Angeles in the US.
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Biographical Details of Directors and Senior Management

Independent Non-executive Directors (continued)

Mr. LAU Shu Yan, aged 36, was appointed as an Independent
Non-executive Director of the Company on 11 January 2017.
Mr. Lau is also the Chairman of the Audit Committee of the
Board.

Mr. Lau is currently a partner of an audit firm. He had previously
worked in an international accounting firm and has over 10 years
of experience in finance, auditing and accounting fields. Mr. Lau
is currently an independent non-executive director of Union
Asia Enterprise Holdings Limited (stock code: 8173) and F3IITH
A 2E B Z B IR 1) B IR 2 Al (Shenzhen Mingwah Aohan High
Technology Corporation Limited*) (stock code: 8301), the
securities of both companies are listed on the Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). He is also an
independent non-executive director, chairman of the audit
committee and member of the remuneration committee of
Perfectech International Holdings Limited (stock code: 765), the
securities of which are listed on the Stock Exchange. Mr. Lau
graduated from University of Newcastle upon Tyne, United
Kingdom with a Bachelor of Arts degree majoring in accounting
and financial analysis. He is a member of the Hong Kong
Institute of Certified Public Accountants and a fellow of the
Association of Chartered Certified Accountants. Mr. Lau was
formerly an independent non-executive director of Evershine
Group Holdings Limited (formerly known as TLT Lottotainment
Group Limited) (stock code: 8022) from 11 July 2012 to 16
January 2014, the securities of which are listed on the Stock
Exchange.

*  For identification purpose only
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Biographical Details of Directors and Senior Management

SE= kR EEEEM

Independent Non-executive Directors (continued)

Mr. ZHANG Huijun, aged 61, was appointed as an Independent
Non-executive Director of the Company on 11 January 2017.
Mr. Zhang is a member of each of the Audit Committee, the
Remuneration Committee and the Nomination Committee of
the Board.

Mr. Zhang is currently a vice-chairman of each of China
Film Association, Beijing Film Specialist Association and
I RFREMR L (Beijing Film and TV Artist Association*),
deputy director of China Council for the Promotion of
Art Education, a tutor and professor of the Academy of
Chinese Culture under Peking University, director of #ElE 7 &
#5291 B 95 Be (China Research Institute of Film Technology®),
vice chairman and standing member of the council of China
Society of Motion Picture and Television Engineers, member of
each of the Academic Degree Committee of the State Council
and National Art Professional Master Degree Education
Steering Committee under the Ministry of Education. He is also
amemberof IR A EHASEERNRZEHEIREZESR
(Committee of Quality Education in Higher Education
Institutions under the Ministry of Education®), head of the
higher education division under the Education Committee of
China Photographers Association, principal specialist of Beijing
Film and Television Art Research Centre, vice-president of
China Advertising Association of Commerce and a specialist
enjoying special government subsidies granted by the State
Council. Mr. Zhang is also a tutor to doctoral students and a
professor of Beijing Film Academy in which he was enrolled in
1978 (Class 78) as a student under the department of
photography and graduated with a bachelor of arts
(cinematography) degree in July 1982. In the same year, he
assumed a teaching post at his alma mater shortly after
graduating with flying colours.

*  For identification purpose only
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Biographical Details of Directors and Senior Management

Independent Non-executive Directors (continued)

Mr. Zhang was a member of the national committee of the 10th
and 11th Chinese People's Political Consultative Conference
("CPPCC"), a member of the 10th and 11th CPPCC Subcommittee
of Education, Science, Culture, Health and Sports, as well as a
specially invited supervisor of the Ministry of Public Security. He
has acted as the deputy director of Beijing Film Academy for 8
years and the director of Beijing Film Academy for 14 years.

Mr. Zhang was accredited the & 75 8§ & # Al 4% (Outstanding
Tutor Award*) at the 99 & B K 2 4 £ {if & (Arts Festival for
University Students Across China 1999*) co-hosted by the
Ministry of Education, Ministry of Culture, Central Committee of
the Communist Youth League of China, State Administration of
Radio, Film and Television and the Beijing Municipal
Government. He was conferred B AFICRZ 28 E(ZHENE)
(Commendatore dell’Ordine della Stella della Solidarieta
Italiana (3rd Class)) by the president of the Italian Republic in
recognition of his positive contribution to the promotion of
cultural exchange and friendly cooperation between the PRC
and ltaly. Being the awardee of FEIX (L E A A EEFHR AR
K #Z (Award of Special Contribution to the Nurture of Talents
for Cultural Industries of China*) by the organizing committee
of Forum on International Cultural Industries (China), Mr. Zhang
has been engaged as a life member of the judging committee
of Macau International Movie Festival.

Being a famous cinematographer, director, producer in the
PRC, as well as a "fifth generation” leading figure of the PRC's
movie industry, Mr. Zhang has involved himself in the
production of over 20 movies, making enormous artistic
achievement and winning numerous prestigious awards at
home and abroad. Besides, Mr. Zhang has presented over 300
TV productions, including drama series and other genres, in the
capacity of director, cinematographer, organizer and producer.
He has written, compiled and undertaken over 20 academic
papers. He has undertaken research projects of state and
provincial level covering the aspects of science, education and
technology as a project leader or principal participant.

*  For identification purpose only
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Corporate Governance Report
-/L\\ —J /‘rf\— \ & :'

Daohe Global Group Limited (the “Company”) has adopted
the code provisions (the “Code Provisions”) as stated in the
Corporate Governance Code (the “CG Code") contained in
Appendix 14 to the Rules Governing the Listing of Securities
(the “Listing Rules”) on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) as the Corporate Governance
Code (the "Code") of the Company. The board (the “Board”)
of directors (the "Directors”) is committed to complying with
the Code to the extent that the Directors consider it to be
applicable to the Company and suited to the needs and
interests of the Company and its subsidiaries (collectively (the
“Group")).

The corporate governance principles of the Group emphasise
an effective Board, sound internal controls, appropriate
independence policy, and transparency and accountability to all
shareholders of the Company (the “Shareholders”).

Throughout the eight months ended 31 December 2017 (the
"Period”), the Company has complied with all the applicable
Code Provisions of the CG Code to the Listing Rules, save for
the deviations discussed in the relevant paragraphs below.

(A) DIRECTORS' SECURITIES TRANSACTIONS
The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “"Model
Code”) set out in Appendix 10 to the Listing Rules as its
code of conduct for dealing in securities of the Company
by the Directors.

The Company, having made specific enquiries, obtained
confirmations from all the Directors that they have
complied with the required standards set out in the Model
Code throughout the Period.

The Company has also established written guidelines on
no less exacting terms than the Model Code (the
"Employees Written Guidelines”) for securities
transactions by relevant employees who are likely to
possess unpublished inside information in relation to the
Company or its securities.

No incident of non-compliance with the Employees
Written Guidelines by the relevant employees was noted
by the Company during the Period.
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(B) BOARD OF DIRECTORS

Board Composition

During the Period, the Board had seven Directors
comprising three Executive Directors, one Non-executive
Director and three Independent Non-executive Directors.
During the Period, the Company had at all time complied
with Rules 3.10 and Rules 3.10A of the Listing Rules.

The Directors (other than Mr. ZHANG Huijun) have given
sufficient time and attention to the Company’s affairs
during the Period. The Company requests the Directors to
disclose annually to the Company the number and nature
of offices held in public companies or organisations and
other significant commitments.

Independent Non-executive Directors and Non-executive
Director provide the Board with diversified skills, expertise
and experience. Their views and participation in Board
and committee meetings bring independent, constructive
and informed comments on issues relating to the
Company'’s strategies and policies to ensure that the
interests of all Shareholders are taken into account.

An updated list of the Directors identifying their roles and
functions is maintained on the websites of the Company and
the Stock Exchange. Independent Non-executive Directors
are identified as such in all corporate communications
containing the name of the Directors.

Mr. ZHOU Xijian and Mr. ZHANG Qi are business partners
and are directors and shareholders of Daohe Global
Investment Holding Limited (“Daohe Global Investment”),
a controlling shareholder of the Company. Save as
disclosed above, none of the members of the Board has
any relationship (including financial, business, family or
other material/relevant relationship(s)) with each other.

Board Diversity

The Company has already adopted a board diversity
policy (the “Board Diversity Policy”) on 30 August 2013
setting out the approach to achieve diversity on the
Board.

The Company considers diversity as a wide concept and
believes that a diversity of perspectives can be achieved
through consideration of a number of factors, including
but not limited to gender, age, cultural background,
educational background and professional experience. All
Board appointments will be based on meritocracy, in the
context of the skills and experience of the Board as a
whole requires to be effective. The ultimate decision will
be based on merit and contribution that the selected
candidate will bring to the Board.
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The Nomination Committee of the Company will monitor
the achievement of the measurable objectives set out in
the Board Diversity Policy and review the same as
appropriate to ensure its continued effectiveness.

Directors’ and Officers’ Liabilities Insurance

The Company has arranged appropriate insurance
coverage on directors’ and officers’ liabilities of the
Company and its subsidiaries in respect of any legal
actions taken against the Directors and officers of the
Company and its subsidiaries arising out of corporate
activities.

Delegation by the Board

The overall management of the Company’s business is
vested in the Board, which assumes the responsibility for
the leadership and control of the Group and is collectively
responsible for promoting the success of the Group by
directing and supervising the Group's affairs. All Directors
should make decisions objectively in the best interests of
the Company.

The functions of the Board are carried out either directly or
through Board committees. To ensure the Board is in a
position to exercise its powers in an informed manner,
management provides monthly management accounts and
updates to the Directors who also have full and timely access
to all relevant information and may take independent
professional advice if necessary. Furthermore, the types of
decisions to be delegated by the Board to management
include implementation of the strategy and direction
determined by the Board, operation of the Group's
businesses, preparation of financial statements and operating
budgets, and compliance with applicable laws and
regulations.

To comply with the requirement under the CG Code, the
Board is also responsible for performing the corporate
governance duties. During the Period, the Board meets
regularly for reviewing and approving the financial and
operating performance, the compliance of CG Code and
corporate governance report, and considering and
approving the overall strategies and policies of the
Company.
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The Company currently has four Board committees. The
table below provides membership information of these
committees on which each Board member serves.

Board Committees

EEZEg Executive Audit Remuneration  Nomination

Directors Committee Committee Committee Committee
= HITRES EVEES gMzEe REEZE8
I D Y D
Non-executive Director FHTES
ZHOU Xijian (Chairman)®et AFEm(EE)mE M C
Executive Directors HTEE
YU Lei (Chief Executive Officer) & (1TH &%)

(appointed on 1 January 2018) (R=F—\F—H—REZH)
WONG Hing Lin, Dennis BEF

(President) (1a#)
HO Chi Kin (Chief Financial Officer) {] 2% ( 1 & 48 85)

(appointed on 13 February 2018) (R=F—\F=A+=AEZH)
Independent Non-executive ~ BYFHTES

Directors
WANG Arthur Minshiang THE M C M
LAU Shu Yan EIEIN C
ZHANG Huijun REE M M M
Ex-Directors AEE
ZHANG Qi RE M

(Chief Executive Officer) (1THER)

(resigned on 1 January 2018) (R=F—N\FE—F—HEHT)
ZHANG Jifeng R

(resigned on 14 December 2017) (R=F—+F+_A+HAFE)
TSANG Chun Ho, Anthony Ltz

(also known as Zichen) (EAETR)

(President) (12%)

(appointed on 14 December 2017 and

resigned on 23 March 2018)

(R=F—tF+-f1OREEF
RR=ZF-NFZA=+=AFF)

Notes:

1 Mr. ZHOU Xijian was appointed as a member of the Remuneration
Committee on 1 January 2018.

C Chairman of the relevant Board committees

M Member of the relevant Board committees
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Board Meetings and Committees Meetings

The attendance of individual Directors at the Board and
its committee meetings, the annual general meeting (the
"AGM") and special general meeting (the “SGM") of the
Company held during the Period is set out in the following
table:

ExeeBREEEER
BEEFEHFEAR TﬁAﬁﬁsﬁF‘Eﬂﬁ”—E’J§$A&
HZzBegw BEAFRE(RRBFX
g UEREREIAS ((RREBIRE )
BERBIIR T

Executive

Board  Committee

Name of Directors Exis Meeting ~ Meeting
Ezg #fz88

Attendance/Number of Meetings

HEE/EHAE
Audit  Remuneration  Nomination Annual Special
Committee  Committee  Committee General General

Meeting Meeting Meeting Meeting Meeting

BUERE FMZRE RAZEE e BR

EE 83 EE 83 &% BFAE  BRIKE

I Y Y I N D D R
Non-executive Director FUTES
ZHOU Xijian (Nete [B7 {0 45 NATER  NATNER  NATER 2/2 on 072
Executive Directors YEs
ZHANG Qi3 e 55 W NATER 0 NATER o n
WONG Hing Lin, Dennis BEE 4/5 474 22 NANER  NATER 1 12
TSANG Chun Ho, Anthony ot 22 00 NATER NATER NATER NATER NATER

(also known as Zichen) M2 (FEATR)m2
Independent Non-executive BUFHTES

Directors
WANG Arthur Minshiang T 55 N/ATER 22 22 22 0N 12
LAU Shu Yan /A 55  NAMER 22 NANER  NATEA 11 112
ZHANG Huijun FEE 15 NIATER 112 112 12 on 072
Ex-Directors HES
ZHANG Jifeng Mot R () 23 04 NATER NATER NATER on 22
Number of meetings held SENETRY 5 4 2 2 2 1 2
Notes: Bt -
1. Mr. ZHOU Xijian was appointed as a member of the Remuneration 1. ARBEENR_TE-NF-A—BEZEREH

Committee on 1 January 2018.

2. Mr. TSANG Chun Ho, Anthony (also known as Zichen) was
appointed as an Executive Director, President and a member of
Executive Committee on 14 December 2017. Mr. Tsang resigned as
an Executive Director, President and a member of the Executive
Committee on 23 March 2018.

3. Mr. ZHANG Qi resigned as an Executive Director, the Chief
Executive Officer, the Chairman of Executive Committee and a
member of Remuneration Committee on 1 January 2018.

4. Mr. ZHANG Jifeng resigned as an Executive Director and a member
of Executive Committee on 14 December 2017.

The Director is not a member of the committee at the relevant time
but attended the meetings by invitation.
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Apart from holding physical meetings, the Board and
Board committees also circulate written resolutions for
approval by the relevant members of the Board and Board
committees except for matters where a substantial
shareholder or a Director has a conflict of interest which
the Board has determined to be material in compliance
with Code Provision A.1.7 of the CG Code.

The Board having considered the attendance records and
training records of the Directors and the confirmation
provided by each Director is satisfied that each Director
(other than Mr. ZHANG Huijun) spends sufficient time
performing his responsibilities. Due to other commitments,
Mr. ZHANG Huijun was not able to participate in some of
the board meetings. Key issues and decisions made during
the meetings were communicated to the Directors
(including Mr. ZHANG Huijun) in a timely manner.

Chairman and Chief Executive Officer

Currently, the Chairman of the Board and the Chief
Executive Officer ("CEQ") of the Group is Mr. ZHOU Xijian
and Mr. YU Lei (who was appointed on 1 January 2018 in
the replacement of Mr. ZHANG Qi) respectively. The
roles of Chairman and CEQ are segregated and their
respective responsibilities are clearly defined and set out
in writing.

The Chairman’s principal role is to provide leadership for
the Board on corporate and strategic planning, ensure
proper proceedings of the Board and encourage all
Directors to have active contributions to the Board’s
affairs.

The CEO, supported by the other Executive Directors and
management, is to manage and operate the Group's day-
to-day business, including the implementation of major
strategies and initiatives adopted by the Board.

Non-executive Director

Mr. ZHOU Xijian, Chairman and Non-executive Director, is
appointed for a term of three years under his letter of
appointment. All Directors including Non-executive
Director are subject to retirement by rotation and eligible
for re-election at the AGM at least once every three years
in accordance with the bye-laws of the Company (the
"Bye-laws”). The Company has issued formal letter of
appointment to Mr. Zhou setting out key terms of his
appointment.
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Code provision E.1.2 of the CG Code requires the
Chairman to attend the AGM. Due to other business
commitments, Mr. ZHOU Xijian was not able to attend the
AGM held on 30 August 2017 (the “2017 AGM"). Mr.
WONG Hing Lin, Dennis, President and Executive
Director, acted as the chairman of the 2017 AGM to
ensure an effective communication with the Shareholders.

Independent Non-executive Directors

Every Independent Non-executive Director, is appointed
for a specific term under his letter of appointment. All
Directors including Independent Non-executive Directors
are subject to retirement by rotation and eligible for re-
election at the AGM at least once every three years in
accordance with the Bye-laws. The Company has issued
formal letter of appointment to its Independent Non-
executive Directors setting out key terms of their
appointments.

The Company has received written annual confirmation
from each Independent Non-executive Director of his
independence pursuant to Rule 3.13 of the Listing Rules.
Based on the contents of such confirmation, the Company
considers all of the Independent Non-executive Directors
to be independent.

Independent Non-executive Director who has
served for more than nine years

Mr. WANG Arthur Minshiang has served as Independent
Non-executive Director for more than nine years. To
comply with Code Provision A.4.3 of the CG Code, Mr.
Wang retired voluntarily and was re-elected as Director at
the 2012 and 2015 AGM of the Company held on 27
August 2012, 27 August 2015 respectively. He retired by
rotation and was re-elected as Director at the 2017 AGM
of the Company held on 30 August 2017.

Directors’ Continuous Professional Development
Each newly appointed Director has received a comprehensive,
formal and tailored induction on the first occasion of his
appointment, so as to ensure that he has an appropriate
understanding of the business and operations of the
Group and that he is fully aware of his responsibilities and
obligations under the Listing Rules and relevant regulatory
requirements.
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There are also arrangements in place for providing continuing
briefing and professional development to the Directors at
the Company’s expenses whenever necessary.

The Company provides regular updates and presentations
on changes and developments relating to the Group's
business and the legislative and regulatory environments
in which the Group conducts its business to the Directors.

The trainings received by the Directors during the Period
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Directors

E=x

Attending seminars and/or
reading materials on legal
and regulatory updates,
corporate governance,
director’s duties and
responsibilities

or group'’s business
HEMNER, HNEHHE
ERLEREERHEN
tEER ESHER

Non-Executive Director
ZHOU Xijian (Chairman)

Executive Directors

ZHANG Qi (Chief Executive Officer)
(resigned on 1 January 2018)

WONG Hing Lin, Dennis (President)
TSANG Chun Ho, Anthony
(also known as Zichen) (President)
(appointed on 14 December 2017 and resigned on
23 March 2018)

Independent Non-Executive Directors
WANG Arthur Minshiang

LAU Shu Yan

ZHANG Huijun

Ex-Director
ZHANG Jifeng (resigned on 14 December 2017)
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Change to the Emolument of Directors
The following changes were made to the emolument of
Directors:

The director’s fee of Mr. ZHOU Xijian has been increased
to HK$100,000 per month with effect from 1 May 2017.

The director’s salary of Mr. ZHANG Qi has been increased
to HK$100,000 per month with effect from 1 May 2017.

The director’s salary of Mr. WONG Hing Lin, Dennis has
been increased to HK$368,000 per month with effect from
1 January 2018.

Company Secretary

Ms. LO Yin Wan has been the company secretary of the
Company (the "Company Secretary”) in replacement of
Mr. WONG Lim Yam, with effect from 14 December 2017.
Ms. Lo is an employee of the Group.

All Directors have access to the advice and services of the
Company Secretary, who is responsible for ensuring that
the board procedures are followed, advising the Board on
all corporate governance matters, and arranging induction
programs including briefings on the general and specific
duties of directors under legal and regulatory requirements
for newly appointed directors. The Company Secretary
facilitates the induction and professional development of
directors.

During the Period, Ms. Lo has received no less than 15
hours of relevant professional training to refresh her skills
and knowledge.

BOARD COMMITTEES

The Company currently has four committees, namely, the
Executive Committee, Audit Committee, Remuneration
Committee and Nomination Committee, for overseeing
particular aspects of the Company'’s affairs.

Terms of reference of all Board committees are available
on the Stock Exchange’s website and the Company'’s
website.
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Current structure of the Board

The Board committees are provided with sufficient
resources to discharge their duties and, upon reasonable
request, are able to seek independent professional advice
in appropriate circumstances, at the Company's expenses.

Executive Committee
The Executive Committee currently consists of all the
Executive Directors as follows:

YU Lei (Chairman) (appointed on 1 January 2018)
WONG Hing Lin, Dennis
HO Chi Kin (appointed on 13 February 2018)

Ex-Committee members
ZHANG Qi (resigned on 1 January 2018)
ZHANG Jifeng (resigned on 14 December 2017)
TSANG Chun Ho, Anthony (also known as Zichen)
(appointed on 14 December 2017 and resigned
on 23 March 2018)

The Board has delegated the day-to-day management
and operation functions of the Group to the Executive
Committee save to the extent that certain powers and
authorities are reserved to the full Board or the other
Board committees. The Executive Committee is also
responsible for reviewing or recommending to the Board
the investment transactions of the Group and has the
power to approve transactions that would not constitute
notifiable transactions under Chapter 14 of the Listing
Rules, connected transactions under Chapter 14A of the
Listing Rules or capital market activities.

Board of Directors
EEE
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During the Period, the Executive Committee held four
meetings to approve the operation of bank accounts and
banking arrangement. The attendance of individual
Directors at the committee meetings is set out on page 28
of this report.

Audit Committee
The Audit Committee currently comprises three Independent
Non-executive Directors as follows:

LAU Shu Yan (Chairman)
WANG Arthur Minshiang
ZHANG Huijun

None of the members of the Audit Committee is a former
partner of the Company's existing external auditor.

The primary duties of the Audit Committee are to review
the Company’s annual reports and accounts, interim
reports and results announcements and to provide advice
and comments thereon to the Directors. The Audit
Committee also reviews and monitors the external
auditor’s independence and objectivity and the
effectiveness of the audit process. The members meet
regularly with the external auditor and the Company's
senior management for the review and supervision of the
Company'’s financial reporting, risk management and
internal control systems. The Audit Committee is also
responsible for monitoring integrity of the financial
statements of the Company and the Company’s annual
reports and accounts and interim reports, and to review
significant financial reporting judgements contained in
them.

As required by Code Provision C.3.7 of the CG Code,
details of arrangements for employees to raise concerns
about improprieties in financial reporting, internal control
and other matters have been included in the Employee
Handbook since 1 April 2012.

The Audit Committee met two times during the Period.
The attendance of individual Directors at the committee
meetings is set out on page 28 of this annual report.
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The work performed by the Audit Committee during the
Period:

(a)

reviewed the financial statements and reports and
considered any significant or unusual items raised by
the group financial controller (who heads a team of
professional staff responsible for the accounting and
financial reporting function) or external auditor
before submission to the Board;

reviewed the interim and annual results of the
Group, discussed and approved the relevant
financial reports, reviewed the Group's internal
control system;

approved the change of financial year end date, the
revised Risk Assessment Report and 2017-2019
Internal Audit Plan;

reviewed the relationship with the external auditor
by reference to the work performed by the auditor,
their fees, terms of engagement and independence,
and made recommendation to the Board on the
appointment, re-appointment and removal of
external auditor proposed by management;

reviewed the adequacy and effectiveness of the
Company'’s financial reporting system, internal
control system and risk management system and
associated procedures; and

reviewed the continuing connected transactions of
the Company which took place during the Period.

Private session between the Committee members and the

external auditor without the presence of the management

had also been arranged.

There was no disagreement between the Board and the

Audit Committee on the selection and appointment of the

external auditor during the Period.
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Remuneration Committee
The Remuneration Committee currently comprises three
members, the majority of which are Independent Non-
executive Directors, as follows:

WANG Arthur Minshiang (Chairman)
ZHOU Xijian (appointed on 1 January 2018)
ZHANG Huijun

Ex-Committee member
ZHANG Qi (resigned on 1 January 2018)

The primary objectives of the Remuneration Committee
include making recommendations on and approving the
Company's policy and structure for all the remuneration
packages of the Directors and senior management. The
Remuneration Committee is also responsible for
establishing formal and transparent procedures for
developing remuneration policy and structure to ensure
that no Director or any of his/her associates will participate
in deciding his/her own remuneration, which remuneration
will be determined by reference to the performance of the
individual and the Company as well as market practice
and conditions. The Remuneration Committee shall
consult the Chairman and/or the CEO of the Company
about their recommendations on remuneration policy and
structure and remuneration packages.

The Company adopted Code Provision B.1.2(c)(i) out of
the two models suggested by the CG Code. As a result,
the Board as a whole is responsible for determining the
remuneration of Non-executive Directors whereas the
Remuneration Committee has the authority to approve
the remuneration of the individual Executive Directors and
senior management of the Company and its subsidiaries
as well as share options related matters.

The Remuneration Committee met two times for the
Period. The attendance of individual Directors at the
committee meetings is set out on page 28 of this annual
report.

The work performed by the Remuneration Committee
during the Period included making recommendation of
the remuneration of the new Directors.
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Nomination Committee

The Nomination Committee currently comprises three
members, the majority of which are Independent Non-
executive Directors, as follows:

ZHOU Xijian (Chairman) B (ERF)

WANG Arthur Minshiang TR

ZHANG Huijun REE

The main duties of the Nomination Committee include REZESFERERFETIIEA

the following:

(a)

review the structure, size and composition (including
the skills, knowledge, experience and diversity of
perspectives) of the Board at least annually and
make recommendations on any proposed changes
to the Board to complement the Company's
corporate strategy;

@ ELEBE-RBAEEEZRE A
R AR (B3EERE - S TR RS
BOBERAE)  URETARAL
DR CERBMHRHEFGEL 2
BB

(b) identify individual suitably qualified to become Board b) YWEEEHELSBERIETEEENKE
members and select or make recommendations to AT WERIEZ *ﬁ‘?ﬂ}\i HT=
the Board on the selection of individuals nominated Fo gt mEESREE
for directorship;

(c) assess the independence of Independent Non- (0 RKEELMBAZHATE FHBL
executive Directors, having regard to the requirements FEHFITES 2B
of the Listing Rules;

(d) make recommendations to the Board on the d HEFZAXETZEUREE(LHE

appointment or re-appointment of Directors and
succession planning for Directors, in particulars the
Chairman and the Chief Executive; and

ensure that the Board has a balance of skills,
knowledge, experience and diversity of perspectives
appropriate to the requirements of the Company’s
business, and in that regard, the Nomination
Committee should assist the Board to formulate and
review a policy concerning diversity of Board

members.
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The Nomination Committee met two times for the Period.
The attendance of individual Directors at the committee
meetings is set out on page 28 of this annual report.

The work performed by the Nomination Committee
during the Period included:

(i) reviewed the Directors who were due to retire
pursuant to the Bye-laws and the CG Code and
recommended that they be subject to retirement and
re-election at the 2017 AGM;

(i)  considered the appointment of several Directors
and made recommendations to the Board for such
to be approved, if the Board thought fit; and

(i)  reviewed the structure, size and composition of the

Board (including the skills, knowledge and

experience) of the Board.

RISK MANAGEMENT AND
CONTROLS

The Board places great importance on risk management

INTERNAL

and internal control and has ultimate responsibilities for
overseeing management in the design, implementation
and monitoring of the risk management and internal
control system of the Group on an ongoing basis. The
Board is also committed to review the adequacy and
effectiveness of the Group's risk management and internal
control systems.

The Group established the risk management and internal
control systems with aims to manage rather than eliminate
the risk of failure to achieve business objectives, and
provide reasonable but not absolute assurance against
material misstatements or losses caused by judgment in
decision making process, human error, fraud or other
irregularities.
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In order to comply with the applicable CG Code to the
Listing Rules, the Board has retained an external
independent professional firm as the outsourced internal
auditor with a view to facilitating adequacy of resources
and quality of review to satisfy the Group's internal audit
function as required by the Stock Exchange and to assist
the Board to perform annual reviews on the effectiveness
of the Group's risk management and internal control
systems for the Period.

During the Period, the Group has maintained an internal
audit charter which defines the scope and the duties and
responsibilities of the internal audit function and its
reporting protocol. The Group has conducted an annual
risk assessment which identified respective strategic risks,
operational risks, financial risks and compliance risks for
the Group. Based on the risk assessment results following
a risk based methodology audit approach, a three-year
audit plan was devised which prioritised the risks identified
into annual audit projects. The annual review was
performed according to the audit plan with a view to
assisting the Board and the Audit Committee to evaluate
the effectiveness of the Group's risk management and
internal control systems. The review also covered the
compliance of CG Code to the Listing Rules, material
controls, including financial, operational and compliance
controls at entity and operational levels. The Group has
taken further steps to enhance its risk management and
internal control systems according to some weaknesses
identified during risk assessment and examination of the
internal control and strengthen the implementation of all
the risk management and internal control systems.

The Group has established procedures in handling and
dissemination of inside information in an accurate and
secure manner and to avoid possible mishandling of
inside information within the Group.

Based on the risk management and internal control
systems established and maintained by the Group, the
work performed by the external auditor, the internal
auditor, and reviews performed by the management,
respective Board Committees and the Board, the Audit
Committee and the Board are of the view that the Group
has maintained sound and effective internal audit, risk
management and internal control system during the
Period.
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(E) ACCOUNTABILITY AND AUDIT (E) MEMKRER

The Directors acknowledge their responsibility for
preparing the financial statements of the Group for the
Period and confirmed that the consolidated financial
statements contained herein give a true and fair view of
the consolidated financial position of the Group as at 31
December 2017, and of the consolidated financial
performance and the consolidated cash flow of the Group
for the Period. In preparing the accounts for the Period,
the Directors, with the assistance of the management,
selected the suitable accounting policies and applied
them consistently, made judgements and estimates that
are prudent, and prepared the accounts on the going
concern basis. Such acknowledgement should be read in
conjunction with, but be distinguished from, the
Independent Auditor’s Report of the external auditor of
the Company, Ernst & Young (“EY"), in relation to their
reporting responsibilities as set out in their auditor’s
report on pages 107 to 115 of this annual report.

The Directors are not aware of any material uncertainties
relating to events or conditions that may cast significant
doubt upon the Company’s and the Group's ability to
continue as a going concern. Accordingly, the Directors
have prepared the consolidated financial statements on a
going concern basis.

The consolidated financial statements of the Company for
the Period have been audited by EY. For the Period, fees
charged by EY for audit services amounted to US$454,000
(equivalent to H$3,532,120) and for non-audit services was
US$21,000 (equivalent to HK$163,380). Non-audit services
were mainly related to tax services.
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(F) COMMUNICATION WITH SHAREHOLDERS

The Board has established a shareholders’ communication
policy and posted it on the website of the Company
setting out the principles of the Company in relation to
shareholders’ communications, with the objective of
ensuring that Shareholders are informed of balanced and
understandable information about the Company
(including the Group's strategies, businesses, major
developments and financial performance) in a factual and
timely manner and to enable them to exercise their rights
as Shareholders in an informed manner. The Company
aims to be open and transparent with its Shareholders and
encourages Shareholders’ active participation at the
Company'’s general meetings.

Information would be communicated to the Shareholders
mainly through the Company’s corporate communications
(such as interim and annual reports, announcements and
circulars), AGMs and other general meetings, as well as
disclosure on the website of the Company. Interim
reports, annual reports and circulars are sent to the
Shareholders in a timely manner and are also available on
the website of the Company. The Company’s website
provides Shareholders with the corporate information.

Shareholders are provided with contact details of the
Company as set out in “Shareholder Information” section
to this annual report, such as telephone hotline, fax
number, email address and postal address, in order to
enable them to make any query that they may have with
respect to the Company. They can also send their
enquiries to the Board through these means. In addition,
Shareholders can contact Tricor Standard Limited, the
Hong Kong branch share registrar of the Company, if they
have any enquiries about their shareholdings and
entitlements to dividend.
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The Company’s AGM allows the Directors to meet and
communicate with Shareholders. The Company ensures
that Shareholders’ views are communicated to the Board.
The chairman of the AGM proposes separate resolutions
for each issue to be considered. AGM proceedings are
reviewed from time to time to ensure that the Company
follows good corporate governance practices. The notice
of AGM is distributed to all Shareholders at least 20 clear
business days prior to the AGM and the accompanying
circular also sets out details of each proposed resolution
and other relevant information as required under the
Listing Rules. Separate resolution is proposed for each
issue to be considered at the meeting. The chairman of
the AGM exercises his power under the Bye-laws to put
each proposed resolution to the vote by way of a poll. The
procedures for demanding and conducting a poll are
explained at the meeting prior to the polls being taken.
Voting results are posted on the Company's website on
the day of the AGM.

SHAREHOLDERS' RIGHTS

Procedures to convene a general meeting and
put forward proposals at general meetings
Pursuant to Bye-law 58 of the Bye-laws, any one or more
Shareholders holding at the date of deposit of the
requisition not less than one-tenth of the paid up capital
of the Company carrying the right of voting at general
meetings of the Company shall at all times have the right,
by written requisition to the Board or the Company
Secretary, to require a SGM to be called by the Board for
the transaction of any business specified in such
requisition, including making proposals or moving a
resolution at the SGM. Such meeting shall be held within
two months after the deposit of such requisition. If within
21 days of such deposit the Board fails to proceed to
convene such meeting, the requisitionists themselves may
do so in accordance with the provisions of Section 74(3) of
the Companies Act 1981 of Bermuda (the “Companies
Act”).

Shareholders may by written requisition request, deposit
at the registered office of the Company, inclusion of a
resolution relating to matters in a general meeting by
following the requirements and procedures as set out in
Sections 79 and 80 of the Companies Act.
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The above request can be sent to the Company at its
head office and principal place of business as set out in
the “"Corporate Information” section of this annual report
for the attention of the Company Secretary.

Subject to the provisions of the above-mentioned sections of
the Companies Act, on the written requisition of members
representing not less than one-twentieth of the total voting
rights or 100 members, at the expense of the requisitionists
unless the Company otherwise resolves, the Company shall
give Shareholders notice of any resolution which may
properly be moved and is intended to be moved at that
meeting and a relevant statement.

Shareholders may also propose a person for election as
director, the procedures for which are available on the
Company's website.

Shareholders’ enquiries

Shareholders can send their enquiries about shareholdings,
share transfer, registration and payment of dividend to the
Hong Kong branch share registrar and transfer office of the
Company. Other Shareholders’ enquiries can be directed
to the head office and principal place of business of the
Company as set out in the “"Corporate Information” section
of this annual report for the attention of the Company
Secretary.

Details of the Shareholders’ rights and communication
policy are also available on the Company’s website.

CONSTITUTIONAL DOCUMENTS

Following a share subdivision effective on 10 August 2017,
the authorised share capital of the Company is changed
to US$40,000,000 divided into 3,000,000,000 shares of one
and one third US cents each on 10 August 2017. An up to
date set of Memorandum of Association and Bye-laws of
the Company is available on the websites of the Company
and the Stock Exchange. Save as disclosed above, there is
no material change to the Company’s Memorandum of
Association and Bye-laws.
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ABOUT THE REPORT

Daohe Global Group Limited and its subsidiaries (the
"Group” or "We") are pleased to present our Environmental,
Social and Governance (“ESG") Report (the “ESG Report”).
The report concerns environmental and social impacts,
policies and initiatives of the Group to demonstrate our
long-term commitment in ensuring that our activities, at
all levels, are economically, socially and environmentally
sustainable. Additional information in relation to the
Group's corporate governance and financial performance
can be referred to our 2017 annual report for the eight
months ended 31 December 2017.

The scope of this ESG Report covers the environmental
and social performances of the principal operating
activities of the Group which includes trading and supply
chain management services, spanning over the period
from 1 May 2017 to 31 December 2017 (“FY2017").

The ESG Report is prepared according to the “Environmental,
Social and Governance Reporting Guide” (the "ESG Reporting
Guide") as set out in Appendix 27 to the Rules Governing the
Listing of Securities on the Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). With reference to the
definition stated in the ESG Reporting Guide, the
presentation of our ESG Report divides those aspects and
key performance indicators (“KPI"), which are considered
to be relevant and material to our Group's businesses and
operations, into four subject areas: Environmental
Protection, Employment and Labour Practices, Operating
Practices and Community Contribution. A complete list of
index in compliance with the ESG Reporting Guide is also
available at the end of this report for reference. This
report has complied with all the “comply or explain”
provisions set out in the ESG Reporting Guide.
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Environmental, Social and Governance Report

ABOUT THE REPORT (continued)

The Group is determined to be a responsible enterprise,
and is committed to perfecting its business. At the same
time, the Group has been actively improving the local
community and taking part in community activities. In
order to define what are relevant and material to our
business with respect to sustainability, the key is to
understand what issues that our stakeholders concerned
most. We define our stakeholders as people who affect
our business or who are affected by our business. Our
stakeholders include the shareholders, employees, clients,
suppliers, customers, environment and community. In our
daily business, we actively exchange information with our
stakeholders through our transparent platform while we are
devoted to continuous improvement of our communication
system. The Group understands the importance of maintaining
a good relationship with its employees, customers and
suppliers to meet its immediate and long-term business goals.
We are also committed to maintaining a long-term
partnership with our stakeholders and are actively engaged
in addressing their concerns with timely follow-up actions.
If you, as one of our stakeholders, have any questions
about the content of the ESG Report or comments on
the Group's sustainability issues, please contact us at
ir@daoheglobal.com.hk.

ENVIRONMENTAL PROTECTION

2.1. Corporate Environmental Policy
The Earth, our precious planet, is the most valuable
asset for us. The Group endeavours to protect this
planet and to build a sustainable future for our
generations. Throughout our operation, the Group
is committed to reducing carbon emission and
conserving resources. We have started monitoring
our carbon emission since 2013 with reference to the
guidelines issued by Environmental Protection
Department (EPD)/Electrical and Mechanical
Services Department (EMSD) , Greenhouse Gas
(GHG) Protocol and ISO 14064 standard. During the
FY2017, the Group's operations have complied with
relevant laws and regulations relating to air and
greenhouse gas emissions, discharges into water
and land, and generation of hazardous and non-
hazardous wastes.
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2. ENVIRONMENTAL PROTECTION (continued)

2.1.

2.2.

Corporate Environmental Policy (continued)

As a company that is principally engaged in trading
and supply chain management services, operation of
online social platform and money lending business,
the Group does not own any manufacturing operation
at the moment and therefore does not generate any
hazardous wastes in its operations. Nevertheless, the
Group is committed to actively minimizing the impact
on our environment by reducing any non-hazardous
wastes generated and continues to address the
environmental issues in relation to global warming,
pollution, and biodiversity of the environment.

Energy Efficiency Management

The Group is aware that our major contribution to
the greenhouse gas emission and energy footprints
lies on the electricity consumption of our office
operations. As such, we actively maintain a steady
focus on reducing our energy consumption to
manage our impact on the environment, being
committed to observing the “Indoor Temperature
Energy Saving Charter” and the “No Incandescent
Light Bulbs (“ILB”) Energy Saving Charter”
introduced by the Environment Bureau of the
Government of the Hong Kong Special Administrative
Region.

During the reporting period FY2017, the Group
developed a number of specific energy-saving
initiatives and practices to reduce our greenhouse
gas emission and to conserve energy usage
throughout our operation, including:

o LED lighting systems are widely set up in
workplaces;

o equipment, machines and electronic devices
shall be turned off after office hours;

o indoor temperature is maintained at an optimal
level for comfort;

o telecommunication system is recommended to
replace unnecessary travel arrangement
wherever appropriate and possible; and
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2. RERE®

2.1.

2.2.
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RIE e lkER®E

ENVIRONMENTAL PROTECTION (continued) 2. %%ﬂ%%( &
2.2. Energy Efficiency Management (continued) 2.2 ‘&‘“EE %)
. signages are put on at appropriate areas to o RIEE N B RAE R AR = B g2

2.3.

raise the awareness of energy saving.

From the above mitigation measures, the Group
believes that it will change the behaviour of the use
of energy in the workplace and finally achieve the
goal of reducing the greenhouse gas emission and
protecting our environment.

Energy Use and Emissions 2.3.
In accordance with the ESG Reporting Guide set out

by the Stock Exchange, our environmental performances

of “Energy Use and Emissions” and “Resource Use”

during the reporting period are tabulated as below.

Table 1 — Energy Use and Emissions

2z b
o
SN

BB ERBRE - NEERESK
BTIESMERERIME  RRE
OB AR EREHF R NREREZB
%o

BERE A R BER
BIBEB XA ERIRE g REAR
HwEES - BAINREHANETE [82R
FERRERD] R [ERER] HIERR

FIEENRTE -

R1— BRERRERY

Unit 2017

B —EB—+tF
Electricity & kWh T FLRF /)N 428,317
Unleaded petrol % 17 LFA 15,717
Air Travel FR1T 2 &1 Passenger km e & A B # 469,357
Greenhouse gas emissions A= REE N E COse (Kg) —LHRZEE (FT5=) 472,329
NOx RE L) g5 111,275
SOx —&bhi g 231
PM ¥ KT g 10,662
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2.

ENVIRONMENTAL PROTECTION (continued) 2. REREZE®

2.4. Resources Conservation and Non-Hazardous 24. ERREBERFBERYER
Waste Management
In addition to energy saving initiatives, the Group BrETeeiE N AEEREERED
places high importance on our waste management EEEM  BBREBETSERRE
responsibilities. By actively promoting various M RSB BRCERMER  KERE
environmental friendly measures, we encourage HEMEEER  UHHREERE
efficient use of resources, including paper, water REREWMVIEBEEREY) -

and other raw materials, and endeavour to generate
minimal non-hazardous waste throughout our

operation.

As part of our environmental protection campaigns, EERRESHES R HAHEHE
all employees are encouraged to reduce paper BETHBEmzH  BWERANLS
usage by duplex printing, paper recycle and frequent BEFERZGEZ MBS RIITR
use of electronic information systems for material AR AR - HIEE ZEE
sharing or internal administrative documents. We R PARPIREERERER R
believe these initiatives reflect our commitment that RERDEIRITEX TR EHE

we offer our clients the best quality of service with
the least adverse impact on our planet.

From the above mitigation measures, the Group EBU FEBER - AEBIREBN
believes that it will change the behaviour of the use BTEGMERRR ML SKRE
of paper in the workplace and finally achieve the BB AR E RRERE 2 BIZ -

goal of reducing the paper usage and protecting
our environment.

Table 2 - Resources Use ®x2—EREA
| | |

Unit 2017

By —E—+tF
| | |
Paper #5& Piece (kg) 3R (F52) 5273
During the reporting period, the Group produced RIREBA - REBEEXEELLTSS
approximately 78.5 tons of non-hazardous waste in WEIEEEREY) ©

total.
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2. ENVIRONMENTAL PROTECTION (continued)

2.4.

Resources Conservation and Non-Hazardous
Waste Management (continued)

The Group considers environmental protection and
preserving natural resources as an indispensable
component of our sustainable and responsible
business. Because of this, we not only established
policies with respect to reducing impacts of
operational activities on the environment in our
Group, but also sought business partners who also
share our commitments to preserve the environment
and in compliance with the applicable environmental
laws.

In the future, we will continue our commitment to
environmental protection and strive to build a
greener and healthier environment to fulfil our
responsibilities as a member of the community we
all live in.

3. EMPLOYMENT AND LABOUR PRACTICES

3.1.

Employment

In our Group, people are at the heart of our Group.
Through providing a desirable workplace, continuous
training schemes and prospective career opportunities
to make the most of each of our employee’s potential,
the Group has set itself in a good position to maintain
a robust business performance and growth.

With an objective to uphold an open, fair, just and
reasonable human resource policy, the Group
recruits and promotes its staff based on virtues,
skillsets and experience irrespective of gender, age,
race, religion, political affiliation, national origin
caste, and/or disability. During the reporting period,
we continue to strictly follow the relevant laws and
regulations and our employment policies relating to
compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination, and other
benefits and welfare, by providing competitive
remuneration package, including internal promotion
opportunities and performance-based bonus, to
recruit and retain our experienced employees. We
also provide a formal complaints procedure for
employees to express their opinions.

RIG - g NERRE

2. RERE®

2.4.
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3. BRREIER

3.1.
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3. EMPLOYMENT AND LABOUR PRACTICES 3. EERZI=#Hum
(continued)
3.1. Employment (continued) 3.1. {Efﬁi &)

When employees resign or upon dismissal by the
employment unit due to redundancy, the reasons for
resignation and time of departure are required to
state. After responsible department head and the
human resources department approve the dismissal,
the employment contract can be terminated.

The Group conducts recruitment and promotion on
the basis of equal opportunities, diversity and anti-
discrimination, provides and ensures a fair and
harmonious working environment. Recruitment
policy of the Group aims at improving the talent
attraction strategy and policy, and has been
formulated based on development plan and
corporate culture.

The Group has regulated on working hours and
forbade forced labour or forced overtime work.
Moreover, the Group has established the rest
periods system according to national laws and
regulations. Employees are entitled to national
statutory holidays, paid annual leave, marriage leave,
maternity leave and paternity leave, compassionate
leave, etc. during their term of employment in the
Company.

In Hong Kong, the Group also complies with the
Labour Law of Hong Kong and relevant employment
laws and regulations during FY2017, including the
Mandatory Provident Fund Schemes Ordinance
(Chapter 485 of the Laws of Hong Kong) by
participating in the Mandatory Provident Fund
retirement benefit scheme (the “MPF Scheme"”) for
our eligible employees, Minimum Wage Ordinance
(Chapter 608 of the Laws of Hong Kong), Employment
Ordinance (Chapter 57 of the Laws of Hong Kong)
(the “"EQ") and Employees’ Compensation Ordinance
(Chapter 282 of the Laws of Hong Kong) (the "ECO")
by offering competitive wages, medical insurance,
disability and invalidity coverage, maternity leave
and other compensation to our employees.
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3. EMPLOYMENT AND LABOUR PRACTICES 3. ERERZBIER®

(continued)
3.1. Employment (continued) 3.1. EBE®

In the People’s Republic of China (the “PRC"), the N AREMA(THE])  ~EE

Group participates in welfare schemes concerning BIE(h &R %% )2 ,\ﬁ%ﬁ%k

pension insurance, unemployment insurance, kuome | AERE - TERBRE

maternity insurance, occupational injury insurance ERREEFEE L‘A&*EB““(E%’&

and medical insurance in accordance with the Sogal E%Eﬁﬁﬁﬂ){’ﬁuﬂﬁ%ﬁ? S o

Insurance Law of the PRC, as well as housing

provident fund contributions as prescribed by the

Regulations on the Administration of Housing Fund.

In accordance with the ESG Reporting Guide set out IRIREE AT E R IRIR - L REA

by the Stock Exchange, details of the Group's HEES  ARERBREHANHNET

workforce during the reporting period are tabulated FEEN T

as well as presented in charts below.

Table 3 — Our Workforce 3 — RAEMET

| |

2017

—E—+tF

| |

Total Number of Full-Time Employees % i 1&E 5 821 321

Our Workforce by Age Group RERARNB D 2ER

Percentage of number

Age Group of employees
FieER EESBERD
Under 30 years old 12%

=TEAT

Between 30 and 50 years old ~ 72%
NE=t+ER+H

Above 50 years old 16%
htmAL
72%
Under 30 years old B Between 30 and 50 years old Above 50 years old
=F®AT NF=1T=R1THE H+BA L

ERRREMARAT)
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3. EMPLOYMENT AND LABOUR PRACTICES 3. EERXZI%HE(=

(continued)
3.1. Employment (continued) 3.1. BE®)
Our Workforce by Geographic Region BiEESZIES
o 2%
o 4% 32% Percentage of number
) Geographic Region of employees
& & 5 HEESEES L
9%
Hong Kong 32%
EE
Shenzhen 8%
R
Shanghai 39%
&
Taiwan 9%
8% =3
Bangladesh 6%
wINEL
M Hong Kong Shanghai M Bangladesh M Pakistan Thailand 4%
B g e B FE
Pakistan 2%

B Shenzhen ™ Taiwan M Thailand

6 i GES
A B %=H
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3. EMPLOYMENT AND LABOUR PRACTICES 3.
(continued)

3.2. Health and Safety

EBEREIER®

3.2. #EEZE

The health, happiness and well-being of our
employees are always the first and primary mission
throughout our operation. The Group has been
attaching great importance to provide a workplace
environment that fosters engagement, growth and
long-term care. We are committed to protect them
from potential occupational hazards and health and
safety risks, and to achieve zero tolerance of
accidents and injuries.

Health and safety requirements are incorporated
into the Group's policies for all employees to comply
with. According to these policies, smoking and abuse
of alcohol and drugs are prohibited in the workplace.
The Group also maintains the risk management
system including procedures of identification and
prevention of risks and hazards in the working area
and follow-up actions for accidents or personal

injuries.

From time to time, the Group conducts fire drills
regularly and provides induction programs and
safety training programs to new employees such
that they can be familiar with our corporate policies
in relation to health and safety matters as quickly as
they can.
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3. EMPLOYMENT AND LABOUR PRACTICES 3.

(continued)

3.2. Health and Safety (continued)

EBERSIER®

3.2. BREHEHZZ(®)

In support of our commitment to provide a safe and
healthy work environment, we have also:

J installed air purifiers in relatively crowded
areas such as conference and meeting rooms;

J provided clean and tidy rest area such as
corridors and pantry;

J ensured sufficient ventilation and lighting
system in the offices and workplaces;

J provided adjustable chairs and monitors for
eye protection;

o set up posters of proper working postures and
lifting method accessible on the intranet and
at appropriate locations in offices; and

J developed health and safety policies including
prohibition of smoking in workplace, abuse of
alcohol and drugs, identification and prevention
of risks and hazards in the working area, and
emergency actions for accidents or personal
injuries.

During FY2017, the Group is in compliance with
relevant laws and regulations that have an impact on
the Group (including the Occupational Safety and
Health Ordinance (Chapter 509 of the Laws of Hong
Kong)), by ensuring that the employees are working
in a safe environment in respect of health, hygiene,
ventilation, gas safety, building structure and means
of escape.

Table 4 - Health and Safety

RITER 2 REFENTIERE - 2
I

s NEREREFEZHYHEED
i e ez R

. RIEBFEZMREE - HlanE
BB K 45K

s HRBAZERII(ESGMAREN
AN R AR
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o RABBERAZEEZLERT
MR EBTIFZE REEY
FRARER: &

o  HIEREEZEZHE  BREZEL
R IES P RAE B B S B 5L
)~ BRI R IER VRS E A E R
KE#ANERIAFGENE

8178 -

R-ZF-—LHBFE  AREETY
AEEBZEZHRBEIRNES &
BEBEDESIE(RE L 2 MEE
fpl) - HREBERE L B
B MRZE BEREBRBETA
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RA—RBERZE

2017

—E—tF
| | |

No. of Work Related Fatalities TEMERISL T2 E 0

Rate of Work Related Fatalities TYEMRBET L E 0

No. of Injuries at Work TI58E 0

Lost Days due to Injury at Work ETEERATIERH 0
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3. EMPLOYMENT AND LABOUR PRACTICES 3.

(continued)

3.3. Development and Training
Considering that each of the position is of unique
professional needs, the Group ensures that every new
joiner receives proper orientation training and
mentoring in order to help them adapt to the new
working environment affirmatively. Training programs
are committed by the Group to new joiners in different
ways for specific skill development, in-house system,
corporate culture, health and safety, business ethics,
corruption prevention and highlights of the Employee
Handbook.

Table 5 - Employee Training

Unit
By

R g MERRE

EBEREIER®

3.3. BEKRIEI

ERETRBUSEBESEXRENR
AEEBREEMABETHERE
EMABIBIIREE  BRE2ERE
IERR - ARBEABEATRT R
RIABB TREEIRE  HHE
FIBE R - ABHIE - BEXE -
fEERAZE  HEERE REMEE
FHEHEFIE -

Average hours of training received
per employee 8 T 195 3IIFF £k hours /JNE

Average hours of training per employee

by ranking
RERE DT EH
Management Staff =/ 8 T hours /|\B5
General Staff T@E T hours /)N

The percentage of employees trained
THETHDL
Management Staff &/E & T %

General Staff @ E T %

1.9

1.49

214

100%

100%

Moreover, the Group is convinced that sense of
belonging and morale of the employees are always
the key drivers to the Group's healthy growth. The
Group therefore seeks to create a distinct corporate
culture that advocates team work and collaboration.

BESN - AREIRE BTERBRRL
R BHEEAEERMEERNERE S -
At - AEEHBERIEBHOEEX
1t TREGBRRAE -

BHREEBARAF
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3. EMPLOYMENT AND LABOUR PRACTICES

(continued)

3.3.

3.4.

Development and Training (continued)

Regular and festival gatherings such as Mid-Autumn
Festival and Chinese New Year dinners are organised
during the reporting period to enhance the harmonious
sprit of different levels of staff members throughout
the Group. The Group believes that such a corporate
culture will naturally achieve a synergistic result to
facilitate employee retention and to improve productivity.

Labour Standards

Being fully aware that exploitation of child and
forced labour violates human rights and international
labour conventions, the Group does not employ any
form of forced, bonded, slave or otherwise involuntary
labour. Therefore, during FY2017, the Group strictly
complies with the relevant laws and regulations in
Hong Kong relating to preventing child and forced
labour that have an impact on the Group, including
the Labour Law, the Protection of Minors and the
Prohibition of Using Child Labour of the PRC and
the Employment Ordinance of Hong Kong (Chapter
57 of the Laws of Hong Kong), as well as relevant
legislations in the countries that we operate.

The Group does not receive any report of material
violation of relevant legislations and regulations
regarding prevention of child labour or forced
labour during the reporting period.
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3.3.

3.4.
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OPERATING PRACTICES

The Group, as part of the responsibility of an accountable
corporate citizen, is determined to disseminate the pursuit
of sustainability into our core business. As a result, the
Group has developed a series of management systems
and procedures in alignment with the corporate governance
required by the Stock Exchange. Furthermore, the Group
encourages all business partners to incorporate those
sustainability practices and policies into their operation
thoroughly in order to work together in our pursuit of
sustainable development.

4.1. Trading and Supply Chain Management

As a global trading and supply chain management
solutions provider with over 50 years of experience,
we offer diverse and comprehensive services to a
wide range of customers including retail chain
operators, well-known brands and licensors,
wholesalers, mail order houses and department
stores. Our global customers come from various
areas, including North America, Europe, Asia,
Australia and South Africa.

To better manage our supply chain, we are
committed to actively collaborating with our
suppliers to reduce potential environmental risks
and deliver the highest standards of products and
services precisely and consistently. Because of this,
the Group has developed a comprehensive
Corporate Social Responsibility Compliance Manual
(the “CSR Manual”) and Vendor Code of Conduct
(the “Code of Conduct”) since 2009. The Code of
Conduct outlines the basic requirements that all
vendors must meet with respect to employment,
ethics, environmental protection, health and safety,
legal requirement, subcontractors and suppliers to
vendors, compliance and corrective actions. The
CSR Manual outlines the full audit procedures and
requirements in compliance with the Code of
Conduct and the social compliance and Customs-
Trade Partnership Against Terrorism (C-TPAT)
requirements of our customers.
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4.

OPERATING PRACTICES (continued)
4.1. Trading and Supply Chain Management

(continued)

As the core of our business, our trading and supply
chain management service team not only considers
commercial benefits during the tendering processes,
but also assess their track records in relation to
compliance with legal, ethical and social aspects
such as use of child and forced labour, workplace
health and safety, hours of work, compensation,
benefits and wages, mitigation of environmental
impacts, workplace and product safety, protocols
against sexual and gender discrimination, protocols
against harassment and abuse.

During the reporting period, number of suppliers by
geographic region are presented in the chart below.
We have developed a vendor and supplier selection
mechanism in which we require our potential
suppliers to comply with all the applicable laws and
regulations and confirm their compliance with
respect to safety, environment and social aspects. To
maintain a good corporate control and governance,
inspection and assessments may be conducted by
the Group if deemed necessary. Also, the Group has
developed a series of management procedures in
alignment with the corporate governance required
by the Stock Exchange.

4.

L EEH (@
41. ESRHEEEE (&)

EREBNZ LIRS RANE SR
HrEREE REEERBIZBIERDT
EERAEND  TEFEHERR
ERER  BREREETHNEER
B PIERETINAGIST - T1E
SRR S T fME &N
ARTE BREREZE THESHK
Ent: REFNBRHERREE
REFHE

REmESHA - RS 5 HER R
BRTREN - R B HEEE
B EPEREEMHERET—
UERERIOER  YRRTAERE -
BRERHETHNRE - BERRIT
MEREERES  AREXERT
FEETES RFFE - B NEE
EEY - RINEBRIARELEE
SERMERIRT

Number of Suppliers by Geographic Region RBESHNHERHE
3.0% 5.0%
% Percentage of suppliers from Hong Kong
HEREEMEED T

B Percentage of suppliers from the PRC

hEHEREE DL

Percentage of suppliers from Bangladesh
AR HEEAE AL

H Percentage of suppliers from Taiwan

AEMERMIEEALT

[ Percentage of suppliers from Others

Hit i HEEAEa DL

79.0%
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OPERATING PRACTICES (continued)
4.2. Product Responsibility

We provide quality assurance services to make sure
suppliers’ products constantly meet the requirements
of our customers. Our well-trained quality assurance
team applies the latest mobile technology to ensure
the highest level of inspection efficiency in all
production countries. Moreover, the intellectual
properties of our customers are under strict protection
in accordance with the corporate policies and signed
terms and conditions between our customers and the
Group.

In managing complaints and feedback from
customers, a Claim Alert System was established to
register and keep track of customer claims and
complaints. Our account manager and suppliers will
jointly investigate the reported cases and take
follow-up actions to identify solutions and hence
resulting in improvement of our operation.
Feedback will additionally be provided to the
customers in a timely manner.

Table 6 - Product Recalls and Complaints

4.

R g MERRE

ZEEH (@
4.2. EmERE

BPRHEERERY - BREER
MEMIGKESITFP EFR - LIFIAR
BEEZNEERTFEGRAZTBIRK
flr - FELR A A B B RO A R A R = B
REKE e I BEMABEES
EEBRREF P BN KB T2 E R
B ARIFH) BRAR IR & o

REEEPRFALREBERLNE
PMERUREERRG  AEBELK
THREPRELERF - RANTFPE
ERMRAHEERAETRREMS - WK
EUBRAETT B A BITEARRTT 2 - #E M2k
ERMOEHLE - LIS REH
gEF -

®6— EmEIWRRKRR

2017
—E—+tF

Percentage of sold/shipped products recalled due to safety and health reasons Nil

CENCEXERARTER2RERERMARENE DL

/A

Percentage of complaints received about the products related to health and

safety issues

BRI E fn M RIS EVIR AR B B A R EH J50E

Nil
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4.

OPERATING PRACTICES (continued)

4.3.

4.4,

Customer Data Protection

Throughout the operation, the Group unavoidably
collects and holds information of customers. The
Group undertakes to strictly comply with relevant
laws and regulations in relation to privacy that have
an impact on the Group, to ensure that all data are
securely kept in our customised "LOGON" system
with access control. The Group also set out data
privacy requirements in our corporate policies,
under which customer data would be used
exclusively for matters relating to the Group's
business operation. We are committed to ensuring
all collected data kept will be free of unauthorized
or accidental access, processing, erasure or other
use.

Anti-Corruption

Insisting on the honesty, integrity and fairness in all
aspects of our business, and upholding a high
standard of business ethics and prohibition of any
forms of bribery and corrupt practices, the Group
has developed a series of policies of anti-fraud and
anti-bribery with reference to the Prevention of
Bribery Ordinance (Chapter 201 of the laws of Hong
Kong). These policies apply to all members of the
Group, and we also encourage all of our business
partners to observe those principles of the policies.

The Group conducts regular systematic fraud risk
assessments and continues to monitor the effectiveness
and deficiencies of its risk control and mitigation
through collaboration with external parties. During the
reporting period, we have complied with the relevant
laws and regulations relating to bribery, extortion, fraud
and money laundering that have an impact on the
Group, as well as the corporate policy of anti-
corruption, and no cases of anti-corruption have been
concluded.
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COMMUNITY CONTRIBUTION

The Group draws talent in the society and provides supply
chain management services in the fashion and accessories
industry. The Group is committed to contributing to the
society through community involvement. As a member of
the community that we cherish, the Group has put our
best effort in helping the local communities and people in
needs in the society and contributing to the well-being of
a community through employee volunteering, garment
recycle programs and social enterprise supports. We have
partnered with a number of non-governmental charitable
organisations (the “NGOs”) on community outreach
programs.

In October 2017, we have participated a donation event
organised by St. James’ Settlement, a NGO, to support
the elderly people in Hong Kong. Since 2015, we have
been working with Green Ladies, a social eco enterprise
operated by St. James’ Settlement, to promote and
encourage secondhand fashion reuse in Hong Kong. We
consider this is a good fit to our business and continue
our donation of product samples throughout the period.

In the coming future, the Group will continue to attach
great importance to community services, and will
encourage our staff members to be actively engaged in
voluntary services and join hands together to disseminate
the spirit of services in the community where we all
depend on.
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6. THE STOCK EXCHANGE ESG GUIDE 6. BXH(BE HEeRELEREIE

CONTENT INDEX 5) AR RS

1 Y O
Aspects, General Relevant sections

Disclosures and KPIs  Description in the ESG Report Remarks

B —RKER R HEREAR

BRENER i gl HREHBED B

Aspect A1: Emissions

[EE A1 : BEERD

General Disclosure Information on: Environmental
(@)  the policies; and Protection
(b)  compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to air
and greenhouse gas emissions,
discharges into water and land,
and generation of hazardous and
non-hazardous waste
—MRIKEE BRERIORERBHN - MKKE RIERE
THMEES - AENEEEEDH
EEEN:
@ B R
b) BTHEHETABEAZENMEBE
2 NARBIEE R

KPIA1.1 Types of emissions and respective Environmental
emissions data Protection

FASAERIER AL e iR AR K AR R B IR RIRIRTE

KPI'A1.2 Greenhouse gas emissions in total and, Environmental
where appropriate, intensity Protection
RRAEMIEIRAL2 RERBAFNER(NER)EE RGRE

KPI'A1.3 Total hazardous waste produced and, - The Group has not
where appropriate, intensity identified any

hazardous waste was
produced in our core
business

BRAEMIEIRALS FEFBEREDESR (WER)BE RE B W ARBERZD
TG
BEEREY
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THE STOCK EXCHANGE ESG GUIDE 6.
CONTENT INDEX (continued)

BMX(RE - HERE
SDARBERSI @

1 Y [
Aspects, General Relevant sections

BWERE

Disclosures and KPIs  Description in the ESG Report Remarks
B - —RIEER RE #HERER
HRENESR i gl HREHBEE B

KPI'A1.4

RRERIEIRA14

KPI'A1.5

RSB RUERALS

KPI'A1.6

RSB RIEIRALG

Total non-hazardous waste produced
and intensity

FRIELBEBRRZMEERTE

Description of measures to mitigate
emissions and results achieved

TRIEHE DL & B0 FE 3 M P IS AR BV st

Description of how hazardous and

non-hazardous wastes are handled,

reduction initiatives and results
achieved
REFEREEEEYN AL ‘Wﬁ
EESWIEIERFTISR R

Aspect A2: Use of Resources

EmEA2: ERER

General Disclosure

—fRINEE

KPI'A2.1

FASAE IR R A2.1

Policies on efficient use of resources
including energy, water and other
raw materials

ﬁ%ﬁ@fﬁﬁ ﬁ/ﬁ ( Eﬁéﬁb/
JRM L) BB R

KR EHAD

Direct and/or indirect energy
consumption by type in total and
intensity

REAE S MERE R/ SEEEIR
miEEREE

Environmental
Protection
IRBIRTE

Environmental
Protection
IRIBRE

Environmental
Protection

AR

Environmental
Protection

BRI

Environmental
Protection

RIEIRTE

ERRSENERAR
Se-trag 003
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6. THE STOCK EXCHANGE ESG GUIDE .
CONTENT INDEX (continued)

BIXA(BRE HERERBER
SIYARBES| @)

Aspects, General
Disclosures and KPIs
BE- - —RFEER
BARENIEE

Description

t:pus

Relevant sections
in the ESG Report Remarks
RIE -HEREAR

BEHEBRED S

KPI'A2.2

FASAE IR IR A2.2

KPIA2.3

FASAE IR A2.3

KPI'A2.4

FRERIEIRA24

KPI'A2.5

FASAERUIER A2.5

Water consumption in total and intensity —

BREKBREE

Description of energy use efficiency
initiatives and results achieved

BEIR i A e st 8 K PR IS A R HE

Description of whether there is any
issue in sourcing water, water
efficiency initiatives and results
achieved

SREGE R KR BRI B E A R - AR
It ARz A B N TS R R B fi

Total packaging material used for
finished products, and if applicable,
with reference to per unit produced

KM BEMBEE R
(Em) BEEREMIGE

The Group believes
that our water
consumption is
mainly used for
domestic purpose
and no issues have
been identified at
this moment

REEBERMNFEK
FESRAFASE
B A A AR
ECIE L=
Environmental
Protection
BHIRE
Defined to be

irrelevant to the
Group's operation

SUE REAREE
KRG ER

- Use of packaging

material is not
applicable to the
Group's core
operation
BEMERERTEB
RAEBZL
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THE STOCK EXCHANGE ESG GUIDE 6. BXH(BE HEeRELBEIE

CONTENT INDEX (continued) SDARBERSI @

1 e Y
Aspects, General Relevant sections

Disclosures and KPIs  Description in the ESG Report Remarks

B —RKER R HEREAR

HRENESR i gl HREHBEE B

Aspect A3: The Environment and Natural Resources

EEA3: RERKXARER

General Disclosure Policies on minimizing the issuer’s Environmental
significant impact on the Protection
environment and natural resources

— R EE BEBETAHRBERRAERENER RERE
FEMBR

KPI'A3.1 Description of the significant impacts Environmental
of activities on the environment and Protection

natural resources and actions taken
to manage them

RASRAE IR A3 EBEHERERAAERNERTE RERE
RERREREECENTHA M

Aspect B1: Employment

EEB1: EE
General Disclosure Information on: Employment and
(@) the policies; and Labour Practices
(b)  compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to
compensation and dismissal,
recruitment and promotion,
working hours, rest periods, equal
opportunity, diversity, anti-
discrimination, and other benefits
and welfare
—RREE BEAF R E - BEREA - ITE ER/EBIER

e B FE#E - 2ok
RUFARA R E 58 AR F Y :
(a) BEE; R
b) EBTHETABEAVENME@E
ERAFIEER

BHREEBARAF
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6. THE STOCK EXCHANGE ESG GUIDE 6. BXH(BE HEeRELERKREIE

CONTENT INDEX (continued) SI)ABRSI @
1 Y O
Aspects, General Relevant sections
Disclosures and KPIs  Description in the ESG Report Remarks
B —RKER R HEREAR
BRENER i gl HREHBEE B
1 Y O
KPIB1.1 Total workforce by gender, Employment and
employment type, age group and Labour Practices

geographical region

FASAE IR IR B RIER - RERE - FhER Rt BELRSTER

o R B AR
KPIB1.2 Employee turnover rate by gender, age  Employment and
group and geographical region Labour Practices
BB MIEIRB1.2 IR FEAR MR E S HES BENMBETIER
PN S

Aspect B2: Health and Safety
[EEB2: REEZER

General Disclosure Information on: Employment and

(@) the policies; and Labour Practices
(b)  compliance with relevant laws and

regulations that have a significant

impact on the issuer relating to

providing a safe working

environment and protecting

employees from occupational

hazards
— BMRERSTERARRRER  EBRBTHR
HEBELTEEN:
@@ BE &

b) ETHEITABEAFZENHERE
BEMOIMER

KPI B2.1 Number and rate of work-related Employment and
fatalities Labour Practices

RARAE N EIR B2.1 AT EREMmETH AR X BN TER

KPI B2.2 Lost days due to work injury Employment and

Labour Practices

PR AE IR B2.2 AITBEETIERH BERSTER
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THE STOCK EXCHANGE ESG GUIDE 6. BXH(BE HEeRELBEIE

CONTENT INDEX (continued) SDARBERSI @
1 Y [
Aspects, General Relevant sections
Disclosures and KPIs  Description in the ESG Report Remarks
B - —RIEER RE #HERER
B NIEE fn HEERES AT
1 Y I
KPIB2.3 Description of occupational health and  Employment and
safety measures adopted, how they Labour Practices

are implemented and monitored
BRI E1R B2.3 FRERAR BRI R BB 22 25 1 - AR BERSETER
HEERTT KBS AN

Aspect B3: Development and Training
[EHE B3: #E REI

General Disclosure Policies on improving employees’ Employment and
knowledge and skills for discharging Labour Practices
duties at work. Description of
training activities

—RRIRE EHERAREBITIIERE N MH KL BIRESIER
IBERBR - HAUE IS B

KPI B3.1 The percentage of employees trained ~ Employment and
by gender and employee category Labour Practices

R A E1R B3 R REERANESNXIIEE RN TER
ANt

KPI B3.2 The average training hours completed ~ Employment and
per employee by gender and Labour Practices

employee category
FASEAE N IE1R B3.2 RURNEEERE D  BREETK EERSIER
bl E0REEaliss s

Aspect B4: Labour Standards
[EEB4: % T 48|

General Disclosure Information on: Employment and
(@)  the policies; and Labour Practices
(b)  compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to
preventing child and forced labour
—RRIRE BN -2 Tasa 85 TH: BEMBETIER
@ BE R
b) FETHEITAGEAZENHERZE
REROINEFR
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CONTENT INDEX (continued)

BIXA(BRE HERERBER
SIYARBES| @)

Aspects, General

Disclosures and KPIs

BE —REER
BRI

Description

t:pus

Relevant sections
in the ESG Report Remarks
RIE -HEREAR

BEHEBRED S

KPI B4.1

RSB RIEIR B4

KPI B4.2

RSB MIEIRBA.2

Description of measures to review
employment practices to avoid child
and forced labour

R M EPINERARRET R
56 il 85 T Ay fig it

Description of steps taken to eliminate
child and forced labour practices
when discovered

FEBBRERIBE AR ERE T Mgl
5 T 1550 P ERER Y 22 BB B i sl

Aspect B5: Supply Chain Management

[EmBS: HERERE

General Disclosure

—fRINFE

KPI'B5.1

RS AE IE 1R B5.1

KPI'B5.2

RSB IEIRB5.2

Policies on managing environmental
and social risks of the supply chain

ERHEENRE R SRR K

Number of suppliers by geographical
region

i E DA HEEEE

Description of practices relating to
engaging suppliers, number of
suppliers where the practices are
being implemented, how they are
implemented and monitored

ERERAHERNED - mERTHERA
BHOHEREE - UKEEED
BT M BE 505 A RO At

Employment and
Labour Practices

BN TER

- No such incidents were
reported during the
reporting period

RIS A & 2 3
BERBEMN

Operating Practices
LB
Operating Practices
K 1B f]

Operating Practices

T

LEED
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RIE A kERHE

BXA(RE - dtERERHREE

Aspects, General

Disclosures and KPlIs

BE - - —BREER
RRENER

Relevant sections

Description in the ESG Report
Iﬁiﬁ *ié & B /l:l
i gl HREHBEE

Remarks

S

Aspect Bé6: Product Responsibility

EmBe: EmEE

General Disclosure

—RE

KPI'B6.1

FASAE IR 1R BOA

KPIB6.2

RSB IEIZ B6.2

KPIB6.3

RSB IEIZ B6.3

Information on: Operating Practices
(@) the policies; and
(b)  compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to
health and safety, advertising,
labelling and privacy matters
relating to products and services
provided and methods of redress
BRAFMERERMRBOEESRZE - 2EED
Ef  RERALBEEARER
TIER:
@ BE R
b) FETHRITAGERZENMERZE
REROINEFR

Percentage of total products sold or Operating Practices
shipped subject to recalls for safety
and health reasons

EEYEE%‘;ED?@%@PIZF\E@ 2E B
EEERmARKNE S

Number of products and service Operating Practices
related complaints received and how
they are dealt with

R E m MRS IR EUE LA =E B
eI T%

Description of practices relating to Operating Practices
observing and protecting intellectual
property rights

Eﬁi%’ﬁ &f%ﬁi%ﬂ W EE B BRI IE PR =EED
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BIXA(BRE HERERBER
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1 Y O
Aspects, General Relevant sections

Disclosures and KPIs  Description in the ESG Report Remarks

B —RKER R HEREAR

BRENER i gl HREHBEE B

1 Y O
KPI B6.4 Description of quality assurance Operating Practices

process and recall procedures

PSRN IER Bo.4 B E e B2 N2 fn [ AR Fr ) 4

KPI B6.5 Description of consumer data

LEED

Operating Practices

protection and privacy policies, how
they are implemented and monitored

HEEERMRERILEBBOR - A RIEH
W17 REERTTAM R

BASREMIEIRB6.S LEED

Aspect B7: Anti-corruption
BHEB7:RES
General Disclosure Information on: Operating Practices
(@) the policies; and
(b)  compliance with relevant laws and

regulations that have a significant

impact on the issuer relating to

bribery, extortion, fraud and

money laundering

— R B IEEE 9% BEFREREN: 2EED
@ B R
b) BTHETABEAZENMEBE
2 NARBIEE R
KPI'B7.1 Number of concluded legal cases Operating Practices No concluded legal

regarding corrupt practices brought cases regarding

against the issuer or its employees corrupt practices

during the reporting period and the were brought against

outcomes of the cases the issuer or its
employees during
the reporting period
BTARHEBRB
RIARE: =10 F= DN

=i

RSB RIEIR BT 1 RERHAH BT AREREER DAL
ERENESHARIFNEE &

EREACES

LEED
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BWERE

Disclosures and KPIs  Description in the ESG Report Remarks

BE - —RIKER RiE -HEREAR

BEREMER i pul HREHEEEE (- F
! ! ______________/! ___________________|
KPI B7.2 Description of preventive measures Operating Practices

and whistle — blowing procedures,
how they are implemented and
monitored

B 8 8 b  RERAR T - A SRARRAERIT R
ELR A

BB MIEIRBT 2 2E1ED

Aspect B8: Community Investment
EEBS:HEIRE
General Disclosure

Policies on community engagementto ~ Community

understand the needs of the Contribution
communities where the issuer

operates and to ensure its activities

takes into consideration

communities’ interests

—MRIRFR B RBERT REEMEIMR HERKRE
FENRREEBEDHEEZRHLE
) a B BR
KPI B8.1 Focus areas of contribution Community
Contribution
RASR A E1R B8 ZIEREE HEREE
KPI B8.2 Resources contributed to the focus Community
areas Contribution
RABRAE WIE1R B8.2 EHIHBMBAEIR HRgE

ERRSENERAR
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Report of the Directors
EEEWmES

The board (the “Board”) of directors (the “Directors”) of Dache
Global Group Limited (the “"Company”) present their report
together with the audited consolidated financial statements of
the Company and its subsidiaries (collectively the “Group”) for
the period from 1 May 2017 to 31 December 2017 (the
“Period”).

Principal activities

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in Note 38 to the financial
statements.

An analysis of the Group’s performance for the Period by
business and geographical segments as well as information
about major customers is set out in Note 4 to the financial
statements.

Financial results
The results of the Group for the Period are set out in the
consolidated statement of profit or loss on page 116.

Financial summary
A summary of the results and the assets and liabilities of the

Group for the last five financial years is set out on pages 220
and 221.

Dividends
No interim dividend was declared and paid to shareholders of
the Company (the “Shareholders”) during the Period.

The Directors do not recommend the payment of a final
dividend in respect of the Period (year ended 30 April 2017: Nil).

Business review

A fair review of the Group's business and likely future
development, a discussion and analysis of the Group's
performance during the Period and the material factors
underlying its results and financial position are included in the
“"Management Discussion and Analysis” section on pages 7 to
16 of this annual report.
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Business review (continued)

The principal risks and uncertainties faced by the Group include
but not limited to (i) foreign currency risk as the Group has
certain investments in foreign operations, whose net assets are
exposed to foreign currency translation risk; (ii) credit risk that
may arise from possible default of the Group's business counter
parties; and (iii) Loovee Group (as defined below) are under VIE
contractual arrangement as details disclosed under section
headed "Contractual arrangements” to this report.

The Group periodically reviews monetary assets and liabilities
held in currencies other than the United States dollar and Hong
Kong dollar to ensure that net exposure is kept at an acceptable
level and will consider hedging significant foreign currency
exposure should the need arise.

The Group trades only with recognised and creditworthy third
parties. It is the Group's policy that all customers who wish to
trade on credit terms are subject to credit verification
procedure. In addition, receivable balances are monitored on
an ongoing basis and the Group's exposure to bad debts is not
significant.

Environmental policies and performance

The Group is committed to better protect the environment by
encouraging its employees to reduce consumption of electricity
and paper, reduce waste, and use environmental friendly
products whenever possible. The Group is subject to various
environmental laws and regulations set by the People’s Republic
of China (the "PRC") national, provincial and municipal
governments which include regulations on discharge of wastes
and air pollution. During the Period, the Group has complied
with such laws and regulations that have significant impact to
the Group. Details of the relevant policies are set out in the
Environmental, Social and Governance Report on pages 44 to
71 of this annual report.
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Business review (continued)

Compliance

We have in place compliance procedures to ensure adherence
to the relevant laws and regulations including but not limited to
The Rules Governing the Listing of Securities (the “Listing
Rules”) on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”), the Companies Ordinance, the Securities
and Futures Ordinance (“SFO"), the Money Lenders Ordinance,
Regulation of the People’s Republic of China on Telecommunication*
(R E AR EFEE (S 156]) and Administrative Measures for
Internet Information Services* { B B #4815 B RIS B I PFE) that
are relevant to the Group. Laws in other jurisdictions may also
apply to our non-Hong Kong operations in Hong Kong, the PRC
and elsewhere.

The Board is responsible for reviewing and monitoring the
Group's policies and practices on compliance with legal and
regulatory requirements, with the support and assistance of the
company secretarial department. The Group has also engaged
external counsels to provide advice regarding the rules and
laws on the business transactions when required.

As far as the Company is aware, save as already disclosed in the
Company's announcements, it has complied with the relevant
laws and regulations that have a significant impact on the
business and operation of the Group.

Key relationships with stakeholders

Employees

The Group’s remuneration policy and staff development
scheme are set out on page 15 of this annual report.

The Group implemented comprehensive mechanisms to ensure
that high standard of ethical business practices are adopted
when our employees dealing with suppliers and service
providers. Our Employee Handbook states our policies in
avoiding conflict of interest and the whistle-blowing channels.

We are an equal opportunity employer. We embrace anti-
discrimination practices that protect potential and existing
employees from being disadvantaged or excluded on the basis
of gender, age, family status, sexual orientation, disability, race
or religion.

We strictly comply with local laws and regulations concerning
health and safety at work.

*  For identification purpose only
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Business review (continued)
Key relationships with stakeholders (continued)
Customers

()

(ii)

Traditional business in sourcing and supply chain
management

Linmark Holdings Limited and its subsidiaries (the
“Linmark Group’) engaged into traditional business in
sourcing and supply chain management. As a global supply
chain management solutions provider and business partner,
the Linmark Group offers diverse and comprehensive
services to a wide range of customers including some of the
world’s leading retailers, well known brands, wholesalers,
mail order houses and department stores in North America,
Europe, Australia and South Africa. The Group continues to
strengthen ties with the customers and strives to meet
their growing demand on price and service level by
reaching out for new supply base and expanding into new
product categories. To improve the customer service
level, the Group has set a claim alert system to record and
track the status of claims and complaints received from
customers.

Gamified mobile social networking platform

Loovee Holdings Inc. (“"Loovee”) and its subsidiaries (the
“Loovee Group") are principally engaged in gamified
mobile social networking business. The products of the
Loovee Group mainly comprise mobile applications,
thereby providing various online social and entertainment
services to a number of individual users in the PRC. In
future, we shall continue to enhance and improve the user
experiences and corresponding customer service for
products, so as to meet the growing demand of users on
the Internet, and to bring even better user experiences to
our customers. Meanwhile, we have also set up a user
suggestion system, so that users can make suggestions
and comments on our products at any time.
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Business review (continued)
Key relationships with stakeholders (continued)
Suppliers

i)

(ii)

Traditional business in sourcing and supply chain
management

Linmark Group operates an international sourcing network
with a focus on emerging markets. Supplier management is
the core of our supply chain business, all the suppliers have
been evaluated by the Group based on their expertise,
experience, production capabilities and other production
factors, and are subject to constant performance review and
evaluation by the Group to improve their quality and
efficiency. In addition, the Group has developed an extensive
Corporate Social Responsibility Compliance Manual and
Vendor Code of Conduct, and has a complete quality
assurance procedure in place for products produced by
suppliers before shipping to customers.

Gamified mobile social networking platform

Loovee Group has established cooperation relationship
with a number of partners in mobile networking sector in
the PRC, including online application markets (e.g. lEFIE
ZE A ™ % (Huawei App Store)),
advertising agencies, advertising partners, host economy

(Tencent App Center),
services companies, Internet Data Centre services
companies, etc. We also regularly evaluate and review the
capabilities of and relationships with our partners to

increase the number of users or sales volume.
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Property, plant and equipment

Details of movements in the Group’s property, plant and
equipment during the Period are set out in Note 12 to the
consolidated financial statements.

Capital structure

Issue of consideration shares

On 21 February 2017, Glory Sino Limited ("Glory Sino”), a
wholly-owned subsidiary of the Company, entered into a share
purchase agreement (the “SP Agreement”) (which was varied
and supplemented by an amendment letter dated 19 April
2017) with Legian Investment Limited, Mike Cai Investment
Limited, Mr. Tsang Chun Ho Anthony, SA1 Investments Inc.,
Lemei Investment Limited, Letu Investment Limited, Leguang
Investment Limited, Lehao Investment Limited and Leming
Investment Limited (together the “Vendors”), Mr. Congwei
Zhou, Mr. Shenggi Cai, Mr. Tsang Chun Ho Anthony, Mr. Sung
Lee Ming Alfred, Ms. Jinchun Lai, Mr. Youming Zhang, Ms. Xin
Zhang, Mr. Qi Feng and Mr. Jinfeng Liu as guarantors (together
the "Guarantors”). Pursuant to the SP Agreement, Glory Sino
conditionally agreed to buy and the Vendors conditionally
agreed to sell the entire issued share capital of Loovee at the
aggregate consideration of HK$800,500,000, which was to be
satisfied by (i) cash consideration of HK$100,000,000; and (ii)
allotment and issuance of 150,000,000 consideration shares in
an aggregate amount of HK$700,500,000 at an issue price of
HK$4.67 per consideration share by the Company pursuant to
the specific mandate to be approved by the Shareholders at the
special general meeting of the Company (the "SGM"). Further
details of the acquisition were set out in the announcements of
the Company dated 21 February 2017 and 19 April 2017, and
the circular of the Company dated 28 April 2017.
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Capital structure (continued)

Issue of consideration shares (continued)

The acquisition had been approved by the Shareholders at the
SGM held on 23 May 2017. On 1 June 2017, upon completion of
the acquisition, the Company allotted and issued 150,000,000
ordinary shares under the specific mandate as the consideration
shares to the Vendors. The cash consideration payable under
the SP Agreement had been fully settled in accordance with the
term of the SP Agreement as at the date of this annual report.

Share subdivision

Pursuant to an ordinary resolution passed at the SGM held on 9
August 2017, every one (1) existing issued and unissued share
with par value of US$0.04 each in the share capital of the
Company was subdivided into three (3) shares with par value of
one and one third US cents each with effect from 10 August
2017 (the "Share Subdivision”). Upon completion of the Share
Subdivision, the authorised share capital of the Company was
US$40,000,000, divided into 3,000,000,000 ordinary shares of
one and one third US cents each, of which 1,509,592,701
ordinary shares were issued and fully paid or credited as fully
paid. Further details of the Share Subdivision were set out in the
announcement of the Company dated 17 July 2017 and the
circular of the Company dated 24 July 2017. Details of
movements in the Company’s share capital during the period
are set out in note 26 to the financial statements.

Reserves and distributable reserves

Movements in the reserves of the Group and the Company
during the Period are set out in the Consolidated Statement of
Changes in Equity and Note 37 to the financial statements
respectively.

The distributable reserves of the Company consisted of the
aggregate of contributed surplus and retained earnings. The
Company had no reserve available for distribution to
Shareholders as at 31 December 2017 (30 April 2017:
US$9,483,000).
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Directors
The Directors who held office in the Company during the Period
and up to the date of this report are:

Non-executive Director
ZHOU Xijian

Executive Directors

YU Lei (appointed on 1 January 2018)

WONG Hing Lin, Dennis

HO Chi Kin (appointed on 13 February 2018)

ZHANG Qi (resigned on 1 January 2018)

ZHANG Jifeng (resigned on 14 December 2017)

TSANG Chun Ho, Anthony (also known as Zichen)
(appointed on 14 December 2017 and
resigned on 23 March 2018)

Independent Non-executive Directors
WANG Arthur Minshiang

LAU Shu Yan

ZHANG Huijun

Pursuant to the annual written confirmations, all Independent
Non-executive Directors have confirmed their independence to
the Company pursuant to the Listing Rules and the Company
considers them to be independent in accordance with Rule 3.13
of the Listing Rules.

Mr. ZHANG Qi and Mr. TSANG Chun Ho, Anthony resigned as
Directors due to their decision to devote more time to their
personal endeavours. Mr. ZHANG Jifeng, resigned as Director due
to his decision to devote more time to his other commitments.
Each of the aforesaid Director confirmed that he has no disagreement
with the Board and there is no matter that need to bring to the
attention to the Shareholders and the Stock Exchange in relation
to his resignation.

Mr. YU Lei and Mr. HO Chi Kin, the newly appointed Directors
on the aforesaid date, in accordance with Bye-law 86(2) of the
bye-laws of the Company (“Bye-laws”), will retire and be re-
elected at the forthcoming annual general meeting of the
Company (the “AGM").

Mr. WONG Hing Lin, Dennis and Mr. LAU Shu Yan, in
accordance with Bye-laws 87(1) and 87(2) of the Bye-laws, will
retire at the forthcoming AGM and, being eligible, offer
themselves for re-election.
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Directors’ service contracts

No Director proposed for re-election at the forthcoming AGM
has a service contract with the Group which is not determinable
within one year without payment of compensation (other than
statutory compensation).

Directors’ interests in transaction, arrangement
or contracts

Details of the continuing connected transaction and significant
related party transactions are disclosed in this report and in
Note 33 to the financial statement.

Save as disclosed above, no other transactions, arrangements
or contracts of significance between the Company or any of its
subsidiaries and the Company’s controlling shareholders or any
of its subsidiaries, in which a Director or an entity connected
with a Director had a material interest, whether directly or
indirectly, subsisted at the end of the Period or at any time
during the Period.

Management contracts

No contract, other than employment contracts, concerning the
management and administration of the whole or any substantial
part of the business of the Company was entered into during
the Period.

Permitted indemnity

Pursuant to the Bye-laws, every Director or other officer of the
Company shall be entitled to be indemnified out of the assets
of the Company against all losses or liabilities which he/she may
incur or sustain in or about the execution of the duties in his/her
office or otherwise in relation thereto. The Company has
maintained appropriate directors and officers liability insurance
coverage for the Directors and officers of the Group.

Directors’ interests in shares, underlying shares
and debentures of the Company and its
associated corporations

As at 31 December 2017, the interests and short positions of the
Directors and Chief Executive of the Company in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
SFO (Cap. 571, Laws of Hong Kong)) as recorded in the register
required to be kept by the Company under section 352 of the
SFO, or were required, pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the
"Model Code"), to be notified to the Company and the Stock
Exchange, were as follows:
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Interests and short positions in the shares of the (a) RAAFAREHEEZIE 2RO T 2R

Company and its associated corporations BRE

1 Y Y
Percentage of

shareholding in the
same class of

Number and class securities as at

Name of Directors Capacity of securities 31 December 2017
(Note 1) (Note 3)

R-Z—t#F
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ExpL 8 5B ERER ZREBDL
(FFaED) (B&E3)

The Company

YN

ZHOU Xijian Interest of controlled 664,121,427 43.99%
B corporations (Note 2) ordinary shares
SPEHAE = (FEE2) gtk
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WONG Hing Lin, Dennis Beneficial owner 3,750,000 0.25%
BEF Emia A ordinary shares
LEAR
L

TSANG Chun Ho, Anthony Beneficial owner 77,625,000 5.14%
EREER EmEaA ordinary shares
Lk
L

WANG Arthur Minshiang Beneficial owner 390,000 0.03%
T EF EmlAA ordinary shares
LEAx

L

Associated corporation — Daohe Global Investment Holding Limited (“Daohe Global Investment”) (Note 2)
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Directors’ interests in shares, underlying shares
and debentures of the Company and its
associated corporations (continued)

(a)

(b)

(c)

Interests and short positions in the shares of the
Company and its associated corporations

(continued)
Notes:

() The letter “L" represents long position in the shares.

2 Of these shares, (i) Sino Remittance Holding Limited (“Sino
Remittance”) owned 512,250,000 shares, (ii) Fame City
Developments Limited (“Fame City") owned 59,690,535 shares, (iii)
Oceanic Force Limited (“Oceanic Force"”) owned 92,042,892 shares
and (iv) Winning Port International Limited (“Winning Port”) owned
138,000 shares. Each of Sino Remittance, Fame City, Oceanic Force
and Winning Port are wholly-owned subsidiaries of Daohe Global
Investment, which is in turn held by Mr. ZHOU Xijian and Mr.
ZHANG Qj, the Directors of the Company, as to 80% and 20%
respectively. As such, Mr. ZHOU Xijian was deemed to be interested
in the shares of the Company in which Sino Remittance, Fame City,
Oceanic Force and Winning Port were interested by virtue of the
provisions of Part XV of the SFO.

3) Calculated on the basis of 1,509,592,701 shares in issue as at 31
December 2017.

Interests and short positions in the underlying
shares of the Company and its associated
corporations

As at 31 December 2017, none of the Directors and Chief
Executive of the Company had interests or short positions in
the underlying shares of the Company and its associated
corporations as recorded in the register required to be kept
by the Company under section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

Interests and short positions in the debentures of
the Company and its associated corporations

As at 31 December 2017, none of the Directors and Chief
Executive of the Company had interests or short positions
in the debentures of the Company and its associated
corporations as recorded in the register required to be
kept by the Company under section 352 of the SFO or as
otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

Directors’ rights to acquire shares or debentures
Save as disclosed above, at no time during the Period was the
Company, or any of its holding companies, fellow subsidiaries
or subsidiaries a party to any arrangements to enable the
Directors of the Company (including their spouses and children
under 18 years of age) to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any
other body corporate.
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Interests and short positions of substantial
shareholders in the shares and underlying shares
of the Company

As at 31 December 2017, the following Shareholders (other than
the Directors and Chief Executive of the Company whose
interests and short positions in the shares and underlying shares
of the Company are set out above) had interests or short
positions in the shares and underlying shares of the Company
as recorded in the register required to be kept by the Company
under section 336 of the SFO:
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Name of
substantial shareholders Capacity
TERRERE 4]

Approximate
percentage

Number of shares of interests

Beneficial owner

Emfia A

Sino Remittance

e 3

Beneficial owner
EnlERA

Oceanic Force

Interest of controlled
corporations (Note 2)

SAEHE® 2 e (EE2)

Daohe Global Investment
BHIRIRIEE

Beneficial owner

BEmla A

Legian Investment Limited (“Leqian”)

Interest of controlled
corporation (Note 3)

SR HDAE 2 s (MEE3)

ZHOU Congwei
[ERRE

Mike Cai Investment Limited (“MCIL”) Beneficial owner

Emfa A
CAl Shengqi Interest of controlled
gt el corporation (Note 4)

AR 2 e (Rt 4)

of the Company held in the Company
(Note 1) (Note 5)
BFEERQTH RARAR 2
R EE BMABSH
(PBiEE1) (P 5)
512,250,000 (L) 33.93%
92,042,892 (L) 6.10%
664,121,427 (L) 43.99%
178,875,000 (L) 11.85%
178,875,000 (L) 11.85%
77,625,000 (L) 5.14%
77,625,000 (L) 5.14%
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Interests and short positions of substantial
shareholders in the shares and underlying shares
of the Company (continued)

Notes:
M The letter "L" represents long position in the shares.

2 Of these shares, (i) Sino Remittance owned 512,250,000 shares, (ii) Fame
City owned 59,690,535 shares, (iii) Oceanic Force owned 92,042,892 shares
and (iv) Winning Port owned 138,000 shares. Each of Sino Remittance,
Fame City, Oceanic Force and Winning Port are wholly-owned subsidiaries
of Daohe Global Investment. As such, Daohe Global Investment was
deemed to be interested in the shares of the Company in which Sino
Remittance, Fame City, Oceanic Force and Winning Port were interested
by virtue of the provisions of Part XV of the SFO.

(3) Mr. ZHOU Congwei was deemed interested in the shares of the Company
held by Legian, a company wholly-owned by Mr. ZHOU Congwei by virtue
of the provisions of Part XV of the SFO.

4) Mr. CAl Shenggi was deemed interests in the shares of the Company held
by MCIL, a company wholly-owned by Mr. CAIl Shengqi by virtue of the
provisions of Part XV of the SFO.

(5) Calculated on the basis of 1,509,592,701 shares in issue as at 31 December
2017.

Save as disclosed above, as at 31 December 2017, the Company
had not been notified of any interests or short positions in the
shares and underlying shares of the Company which are
required to be recorded in the register required to be kept by
the Company under section 336 of the SFO.

Equity-linked agreements

Other than the share option scheme of the Company as
disclosed below and the issue of consideration shares under
specific mandate in relation to a major transaction completed
on 1 June 2017 as disclosed on pages 77 to 78 of this annual
report, no equity-linked agreements that have, will or may result
in the Company issuing shares or that require the Company to
enter into any agreements that have, will or may result in the
Company issuing shares were entered into by the Company
during the Period or subsisted at the end of the Period.
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Share options and share option scheme

The Company adopted a share option scheme (the "2011
Share Option Scheme”) pursuant to an ordinary resolution
passed at the AGM on 29 August 2011. The 2011 Share Option
Scheme will remain in force for a period of 10 years up to 2021.
Under the 2011 Share Option Scheme, the Board or a committee
thereof may grant options (the “Share Options”) to eligible
persons to subscribe for shares in the Company at a price per
share of at least the higher of (i) the closing price of a share as
stated in the daily quotation sheets issued by the Stock
Exchange on the date of the offer of the relevant option; and (ii)
the average closing price of the shares as stated in the daily
quotation sheets issued by the Stock Exchange for the five
business days immediately preceding the date of offer,
provided that the exercise price shall in no event be less than
the nominal amount of one share. Written acceptance is
required on acceptance of the grant of options. The maximum
number of shares which may be issued upon the exercise of all
outstanding options granted under the 2011 Share Option
Scheme and any other scheme to be adopted by the Company
from time to time must not in aggregate exceed 30% of the
share capital of the Company in issue from time to time. The
Company has no legal or constructive obligation to repurchase
or settle the Share Options in cash.
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Share options and share option scheme (continued)
Details of the 2011 Share Option Scheme are as follows:

1.

Purpose
The primary purpose of the 2011 Share Option Scheme is

to provide incentives or rewards to eligible persons for

their contribution or potential contribution to the Group.

Eligible persons
The eligible persons under the 2011 Share Option Scheme

include:

0

(i)

(iii)

any Director or proposed Director (whether Executive or
Non-executive, including any Independent Non-
executive Director), employee or proposed employee
(whether full time or part time) of, or any individual for the
time being seconded to work for, any member of the
Group or any controlling shareholder of the Company or
any company controlled by a controlling shareholder of
the Company; or

any holder of any securities issued by any member of the
Group or any controlling shareholder of the Company or
any company controlled by a controlling shareholder of
the Company; or

any business partner, agent, consultant or representative
of, or any person or entity that provides research,
development or other technological support or any
advisory, consultancy, professional or other services to, or
any supplier of goods or services to, or any customer of,
any member of the Group or any controlling shareholder
of the Company or any company controlled by a
controlling shareholder of the Company.
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Share options and share option scheme (continued)

3.

Total number of shares available for issue

The initial total number of shares in respect of which
options may be granted under the 2011 Share Option
Scheme is not permitted to exceed 10% of the shares of
the Company in issue at the date of approval of the 2011
Share Option Scheme (i.e. 102,460,389 shares after the
adjustment for the effect of the Share Subdivision in
August 2017). As at 31 December 2017, the total number
of shares available for issue under the 2011 Share Option
Scheme (save for those granted but not yet exercised) is
87,460,389, representing approximately 5.79% of the
Company's issued share capital as at the date of this
annual report.

Subject to the approval by the Shareholders, the
aggregate number of the Company’s shares which may be
issued upon exercise of all outstanding options granted
and yet to be exercised under the 2011 Share Option
Scheme and any other share option schemes of the
Company shall not exceed 30% of the Company'’s shares
in issue from time to time. Options granted to the
Independent Non-executive Directors or substantial
shareholders of the Company or any of their respective
associates in excess of 0.1% of the Company’s shares in
issue and with an aggregate value in excess of HK$5
million resulting in the total number of shares issued and
to be issued upon exercise of options already granted and
to be granted to such person under the 2011 Share
Option Scheme and any other share option schemes of
the Company (including options exercised, cancelled and
outstanding) in any 12-month period up to and including
the date of grant of such option must be approved in
advance by the Shareholders.

Maximum entitlement for each eligible person
The maximum number of shares issued and to be issued
upon exercise of the options granted under the 2011
Share Option Scheme and any other share option
schemes of the Company to any eligible persons
(including those cancelled, exercised and outstanding
options), in any 12-month period up to the date of the
latest grant shall not exceed 1% of the Company's shares
in issue. Any further grant of options in excess of such limit
must be separately approved by the Shareholders in a
general meeting.
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Share options and share option scheme (continued)

5.

Time of exercise of options

Options may be exercised at any time commencing on
the date as the Board may determine and ending on such
date as the Board may determine but shall not exceed 10
years from the date of grant (which is the date of offer of
grant if the offer for the grant of the option is accepted).

Minimum holding period of the option before it
can be exercised

The 2011 Share Option Scheme does not specify any
minimum holding period but the Board has the authority
to determine the minimum period for which a share
option in respect of some or all of the shares forming the
subject of the share options must be held before it can be
exercised.

Acceptance and payment on acceptance

Offer for the grant of options must be accepted within 30
days inclusive of the day on which such offer was made.
No consideration is required to be paid by the grantee of
an option to the Company on acceptance of the offer for
the grant of an option.

Exercise Price

The exercise price is determined by the Board, and will
not be less than the higher of the closing price of the
Company's shares on the date of offer of grant and the
average closing price of the shares for the five business
days immediately preceding the date of offer of grant.

Remaining life of the 2011 Share Option Scheme
Subject to the earlier termination of the 2011 Share
Option Scheme in accordance with the rules governing
the 2011 Share Option Scheme, the 2011 Share Option
Scheme will expire on 29 August 2021.
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Share options and share option scheme (continued)  BEIRIER BB IRIEST &l ()
Details of movements for the Period in the number of Share  AZRNEARIBERESE 2 S # = EHI 0T -

Options are set out below:

Number of Share Option(s)
RREHA
Cancelled/
Granted  Exercised lapsed from
Outstanding ~ from 1 May ~ from 1 May 1May Outstanding
asat 2017 to 2017 to 2017 to asat
1May 31December 31December 31 December 31December  Date of grant Exercise period
Participant(s) 2017 2017 2017 2017 2017 (DD/MM/YY)  Exercise price (HKS) ~ (DD/MM/YY)
] ] ]
“E-tf ZEB-tF  ZE-tF
nA-AE fR-HE EA-HE Bz

BE CZE-tfF CZE-tf CE-tE CB-tE
“E-tE +Z8 = : TZR

EA-B  =t-B  =t-B  =Zt-B  =t-B HHAH id
S8% HARTR B f RE/%M HAE (B/A/%) 11EE(ER) (B/R/%)
| ! I/ | | | /| |
Consultants (Note 1) 7,500,000 - - - 7,500,000 06/11/2015 Threeand one third ~ 06/11/2015-
BR (M) (Note 2) (Note 2) (Note 2 05/11/2018
(&2) (Fitz£2) =N=h7-
(FitzE2)
Total 7,500,000 - - - 7,500,000
E
Notes: PRE
m None of the grantees under the 2011 Share Option Scheme is a Director, Q] BE—T——FRREEE T ZERABEAARES -
Chief Executive or substantial shareholder of the Company or their THAEHKFERRIEAREEECBHBEA(ERR
respective associates (as defined in the Listing Rules) of any of them. TARA)

ERRSENERAR
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Share options and share option scheme (continued) ~ BEIRIER BERRAERT 2l ()

Notes: (continued) s : (4)
(2)  The subscription price of the outstanding Share Options and the sharesto ~ (2) i ARITE BB AR 2 SRR (B & 2 T 1T 50 B8 AR A P I 57 s 4

be allotted and issued upon full exercise of the subscription rights BB RETZROBETHIIR-_E—XRNFENA
attaching to the Share Options have been adjusted as a result of share Zt+tEERZZE—tFNATEEBZRGEHRES
consolidation and Share Subdivision effective on 27 September 2016 and RAAMAR - WEREER AR ZEEHNR ARG B
10 August 2017 respectively. Details of the adjustments made to the Share BT —+FENANBZAGRESNAT :

Options were set out in the announcement of the Company dated 9
August 2017 and as shown below:

! ____________________________________| ___________|
Share Option granted on 6 November 2015 Share Consolidation on 27 September 2016 Share Subdivision on 10 August 2017
REZ-AF+-AXRBRHZBRE REB-—AFAAZTLRETZRBEH REZE-—tFNATREFTZROFMA
e e

Subscription price No. of shares to be Adjusted subscription  Adjusted no. of Adjusted subscription  Adjusted no. of
(per share) allotted and issued price (per consolidated price (per subdivided shares to
upon full exercise consolidated share) shares to be subdivided share) be allotted and issued
of the subscription allotted and issued upon full exercise of
rights attaching to upon full exercise the subscription rights
the Share Options of the subscription attaching to the Share
rights attaching to Options
the Share Options
RIBE (B BRI R ERERBE B R e ERERBE BREMNRBREERT
2EITERS TR (BRRAGHRNK) 2EITERS TR (GRARARR) TTERS 1 T RO 3 BT
BRBETZROE BRETZEHE SRR AR B
E| AHRNEA
HK$1 25,000,000 HK$10 2,500,000 Three and one third 7,500,000
18T 10/87T HK dollar
3,8 T

The Share Options may only be exercised by the grantees if the average  (3) ARANERBEETEAPNAEEERROERZIE
closing price of the shares on the Stock Exchange stated in its daily HmBRAMRTHRTERBTR6.67 B IR H AT
quotations sheets for the five business days immediate preceding the HEARAE -

exercise date exceeds HK$6.67 per share.
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Continuing connected transaction relating to
Tamarind International Limited

During the Period, the Group has entered into the following
transactions which constituted continuing connected transactions
(as defined in the Listing Rules) of the Company and these
transactions are made in accordance with the requirements of
the Listing Rules.

On 29 September 2015, Tamarind International Limited
("Tamarind”) (for its own and on behalf of its subsidiaries from
time to time (together with Tamarind are collectively referred to
as the “Tamarind Group"”)) entered into a master lease
agreement (the “Lease”) with Wellbuild International Limited
("Wellbuild”) (for its own and on behalf of its subsidiaries from
time to time (together with Wellbuild are collectively referred to
as "Wellbuild Group”)). Pursuant to the Lease, Wellbuild Group
agreed to lease to Tamarind Group certain portions of a
commercial building in Shanghai, PRC (the “Premises”) with
gross floor area of approximately 1,967 square metres by way of
sub-letting arrangement for a term of two years commencing
from 1 October 2015 to 30 September 2017 (both dates
inclusive). The monthly rent (inclusive of management fee)
payable by Tamarind to Wellbuild under the Lease is
HK$330,000. The Premises are used by Tamarind Group as its
Shanghai office.

Wellbuild is (i) a wholly-owned subsidiary of Roly International
Ltd. (a company incorporated in Bermuda and a controlled
corporation of Mr. WANG Lu Yen (“Mr. Wang")), and (ii) a
controlled corporation and an associate of Mr. Wang. Mr. Wang
(a) was an Executive Director and a director of its subsidiary,
Tamarind, who resigned on 23 February 2015 and 30 April 2015
respectively but continues to be regarded as a connected
person of the Company for 12 months after ceasing to be an
Executive Director and a director of its subsidiary, and (b) is a
director of Wellbuild. As Mr. Wang is a connected person of the
Company at the time when Tamarind entered into the Lease
with Wellbuild, Wellbuild and its subsidiaries were thus
regarded as connected persons of the Company. Accordingly,
the Lease constitutes a continuing connected transaction under
the Listing Rules.

As stated in the Company’s announcement dated 29 September
2015, the Company set the annual caps was calculated with
reference to the aggregate rental paid/payable by Tamarind
Group to Wellbuild Group under the Lease.
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Continuing connected transaction relating to
Tamarind International Limited (continued)

The approximate aggregate value and the annual caps are set
out below:

A B Tamarind International Limited 2
BFERERS @)

BMAOBERFRE LRI T

Approximate aggregate value
for the Period ended

31 December 2017
BE-F-tF+=A=1-8
IEHE 2 B IE

Annual caps

for the Period ended

31 December 2017
BE-_Z—+tH+=-A=+—8
LTHEZFE LR

The Lease (being 5 months’ rental
from 1 May 2017 to
30 September 2017)
HERIZZE—tFRA—HZE
—E—tFhA=1THZ
HEAEE)

The Board, including the Independent Non-executive Directors
reviewed and confirmed that the aforesaid continuing
connected transaction was entered into:

(1) inthe ordinary and usual course of business of the Group;
(2)  on normal commercial terms or better; and

(3) according to the agreement governing it on terms that are
fair and reasonable and in the interests of the shareholders
of the Company as a whole.

In accordance with Rule 14A.56 of the Listing Rules, the Board
engaged the auditor of the Company to perform certain fact
finding procedures on the above continuing connected
transaction on a sample basis in accordance with Hong Kong
Standard on Assurance Engagements 3000 (Revised) “Assurance
Engagements Other Than Audits or Reviews of Historical
Financial Information” and with reference to Practice Note 740
"Auditor’s Letter on Continuing Connected Transactions under
the Hong Kong Listing Rules” issued by the HKICPA. The Board
confirmed that it had received an unqualified letter from the
auditor of the Company containing their findings and conclusion
in respect of the continuing connected transaction. A copy of
the auditor’s letter has been provided by the Company to the
Stock Exchange.

The Company confirmed that it has complied with the
disclosure requirements in accordance with Chapter 14A of the
Listing Rules in respect of the transaction stated above.
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Related party transactions

Details of the significant related party transactions undertaken
during the Period are disclosed in Noted 33 to the financial
statements.

For those related party transactions that constituted connected
transactions or continuing connected transactions (as the case
may be) (other than those described in the section above
headed “Continuing connected transaction relating to
Tamarind International Limited”) under the Listing Rules,
these transactions are exempt from reporting, annual review,
announcement and independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules.

Contractual arrangements

Loovee, through JZ 31| 7 42 ME 1L 5 35 B IR /2 8] (Loovee Science
and Technology Development Co., Ltd.*) (the “OPCO”) and its
subsidiaries (the “OPCO Group”), is principally engaged in the
development and operation of a mobile social networking platform
named “Duimian”. The OPCO is a limited liability company
established under the laws of the PRC and is owned as to 80% by
Mr. LI Feng* (Z§2) and 20% by Mr. LIAO Guoxin* (B2BUHT), equity
owners of the OPCO nominated by the Company (the “VIE
Equity Owners”).

On 24 April 2017, ZMERHE OFYI) BBR A & (Loovee Science and
Technology (Shenzhen) Co., Ltd.*), a company established
under the laws of the PRC and an indirect wholly owned
subsidiary of Loovee (the “WFOE"), the OPCO and the VIE
Equity Owners entered into certain structured contracts namely,
the Exclusive Technology Consulting and Services Agreement,
the Business Operation Agreement, the Exclusive Call Option
Agreement, the Equity Interest Pledge Agreements, the Powers
of Attorney, the Commitment Letters and the Spousal Consent
Letters (collectively, the “VIE Contracts”) to enable the financial
results, the entire economic benefits and the risks of the
business of the OPCO to flow onto the WFOE and to enable
the WFOE to gain control over the OPCO (the “Contractual
Arrangements”).

Financial contribution of the OPCO Group to the
Group

The aggregate revenue of the OPCO Group that are
attributable to the Group through VIE Contracts amounted to
approximately US$14,750,000 for the period from 1 June 2017
to 31 December 2017. As at 31 December 2017, the net assets
attributable to the OPCO Group were US$595,000.

*  For identification purpose only
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Report of the Directors
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Contractual arrangements (continued)

Reasons for the Contractual Arrangements

According to the (/MNE 1% & E %158 B % (2015F & 5T)) (The
Guidance Catalogue of Industries for Foreign Investment
(2015 Amended)* (the “Catalogue”)),
telecommunications service business is restricted for foreign

value-added

investors and foreign ownership in such business (except
e-commerce) cannot exceed 50%, and in particular, internet
cultural business (except for music) is prohibited for foreign
investors.

The OPCO Group is principally engaged in the development
and operation of a mobile social networking platform named
“Duimian” which is considered to be engaged in the provision
of value-added telecommunications services and the internet
cultural business, a restricted and prohibited business
respectively for foreign investors pursuant to the Catalogue. As
the Company and its subsidiaries also do not possess the
required Qualifications, Loovee as a foreign investor cannot
directly or indirectly hold the equity interest in the OPCO.

In order to comply with the applicable PRC laws and
regulations, the WFOE, the OPCO and the VIE Equity Owners
entered into the VIE Contracts to enable the financial results,
the entire economic benefits and the risks of the business of the
OPCO to flow onto the WFOE and to enable the WFOE to gain
control over the OPCO.

Summary of the major terms of the VIE Contracts
The following sets out the principal terms of the VIE Contracts,
which were in place during the Period:

1. The Exclusive Technology Consulting and Services
Agreement was entered into between the WFOE and the
OPCO for an initial term of 10 years from the date of
execution (which may be extended at the sole discretion
of the WFOE), pursuant to which the WFOE has the
exclusive rights to provide the OPCO with consulting
services at a service fee that equal to 100% of the net
profit of the OPCO after deducting taxes, costs and
expenses incurred during the course of business.
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Contractual arrangements (continued)
Summary of the major terms of the VIE Contracts

(continued)

2.

The Business Operation Agreement was entered into
between the WFOE, the OPCO and VIE Equity Owners for
an initial term of 10 years from the date of execution (which
may be extended at the sole discretion of the WFOE)
pursuant to which the VIE Equity Owners agree that, without
the prior written consent from the WFOE, the OPCO would
not enter into any transaction or perform any act that could
materially affect its assets, business, personnel, undertakings,
rights or operations. The VIE Equity Owners also agree (i) to
vote for or appoint nominees designated by the WFOE to
serve as the directors, chairman, general managers, financial
controllers and other senior managers of the OPCO,; (i) to
accept and implement proposals set forth by the WFOE
regarding employment, day-to-day business operations and
financial management; and (iii) to unconditionally transfer
any dividend or other interest declared by the OPCO to the
WFOE.

The Exclusive Call Option Agreement was entered into by
the WFOE, the OPCO and the VIE Equity Owners which
shall remain effective until all the equity interests in the
OPCO held by the VIE Equity Owners are transferred or
assigned to the WFOE or its designated party. Pursuant to
the Exclusive Call Option Agreement, the VIE Equity
Owners unconditionally and irrevocably grant the WFOE
an irrevocable and exclusive option to purchase or
designate one or more persons to purchase, to the extent
permitted under the relevant PRC laws and regulations, all
or part of their equity interests in the OPCO at the total
purchase price of RMB10,000 for 100% of the equity
interests, or 1% of the evaluation price or the minimum
price permitted by the then applicable PRC law (if
evaluation is required).

The OPCO also grants the WFOE an irrevocable and
exclusive option to purchase or designate another party
to purchase, to the extent permitted under the relevant
PRC laws and regulations, any or all of the assets owned
by the OPCO (including its equity interest in XY TTZEE
RHEZABBR A A (Leyi Science and Technology Co. Ltd.*)) at
the lower of (i) the book value; and (ii) the minimum price
permitted by the then applicable PRC law.
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Contractual arrangements (continued)
Summary of the major terms of the VIE Contracts

(continued)

4.

The Equity Interest Pledge Agreement was entered into
by the WFOE (as pledgee) and the VIE Equity Owners (as
pledgers) which will be effective on the date when the
pledge of the equity interests in the OPCO is registered
on the register of members of the OPCO and shall remain
binding until the VIE Equity Owners discharge all their
obligations under the Contractual Arrangements or
termination of the VIE Contracts (other than the Equity
Interest Pledge Agreement).

Pursuant to the Equity Interest Pledge Agreement, the VIE
Equity Owners agree to pledge all of their equity interests
in the OPCO (including any equity interest subsequently
acquired or subscribed) to the WFOE to guarantee the
performance by the OPCO and the VIE Equity Owners of
their respective obligations under the Contractual
Arrangements.

The Powers of Attorney was entered into by the VIE Equity
Owners for an initial term of 10 years from the date of
execution (which may be extended at the discretion of
WEFOE). Pursuant to the Powers of Attorney, each of the
VIE Equity Owners irrevocably appoints the WFOE as their
attorney-in-fact to act for all matters pertaining to the
OPCO and to exercise all of their rights as shareholders of
the OPCO.
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Contractual arrangements (continued)

Summary of the major terms of the VIE Contracts

(continued)

6. The Commitment Letters were entered into by the VIE
Equity Owners pursuant to which the VIE Equity Owners
irrevocably undertake that:

(i) for whatever reason the equity interests in the
OPCO are transferred or inherited to other person(s)
(including but not limited to bankruptcy, divorce or
death of the VIE Equity Owners), such transferee(s)
or successor(s) shall be legally bound by the VIE
Contracts (as appropriate) and such transfer or
inheritance or other relevant arrangement shall not
contravene the VIE Contracts unless with the prior
written consent from the WFOE;

(i) all the equity interests held in the OPCO shall not
form part of their matrimonial property and all
decisions made by them in the OPCO shall not be
affected by their spouses;

(iii)  they shall not, whether directly or indirectly through
any other person or entity, participate in, carry out,
acquire or hold any interest in any business which is
or may be in competition with the OPCO or its
related companies, and shall not do anything which
gives rise to any conflict of interest between them
and the WFOE;

(iv)  they shall transfer any assets of the OPCO obtained
as a result of the liquidation of the OPCO to the
WFOE at nil consideration or the lowest price
permitted by the applicable law; and

(v)  they shall unconditionally return any proceeds
received as a result of the exercise of the option
under the Exclusive Call Option Agreement to the
WEFOQOE or its designated party.
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Contractual arrangements (continued)
Summary of the major terms of the VIE Contracts

(continued)

7.

The Spousal Consent Letters were entered into by the
spouses of the VIE Equity Owners (the spouse of each of
the VIE Equity Owners executed a Spousal Consent Letter
separately). The spouse of each of the VIE Equity Owners
irrevocably agrees that:

(i) all the equity interests held by the VIE Equity Owners
in the OPCO and all the benefits generated from
these equity interests do not form part of their
matrimonial property;

(i) all the benefits generated from the equity interests
in the OPCO belong to the VIE Equity Owners and
can be dealt with in any way by the VIE Equity
Owners without the consent of their spouses;

(i) the VIE Equity Owners may execute any supplemental
document to the relevant VIE Contracts without the
signature, confirmation, consent and approval from
their spouses; and

(iv) they shall be bound by the relevant VIE Contracts in

the event that they obtain any equity interest in the
OPCO held by the VIE Equity Owners for any reason.

Risks associated with the Contractual Arrangements
and actions taken by the Company to mitigate the

risks

The following are risks associated with the Contractual

Arrangements. Further details of the risks were set out in the
circular of the Company dated 28 April 2017.

PRC government may determine that the VIE Contracts
do not comply with applicable regulations

The VIE Contracts may not be as effective as direct
ownership in providing control over the OPCO

The VIE Equity Owners may potentially have potential
conflicts of interest with the Group

098 Daohe Global Group Limited

Annual Report 2017

B E)
VIEEHZETEXRTHE @)

7. VIERREHEB A ZBBRT 2 BB A R (%
VIEHE A A ZBLBE 8 52 L BB A
) > B VIEREEA A 2 BB A E i FE

SN

()  VIERHEEB AFA ZME OPCO ik
RZEBREEEZMEN S TNEHK
WMEREHBMEZEMED

(i) OPCOMIEELZFTEFIZEERVIEMK
REEB A WA VIERERE B ALAE
MEAREMBRAESEREBRE

(i) VIERE#HBEAUBEVHEBVIESDNZ
@R EMBEESERERE
R BEME &

(v) RS ERRERG VIERERE A
FrB ZIEOPCORKE » HEGXE
HEVIERHR -

BRSNS ZRAMUR AR T RRERR
REUZITE

AT ABMANREZ AR - BRARZE— 5

HIEHRART B EA-E—LFMA=HN\A

2B -

- RERATREVIEANTHAERER

- VIERWIEREE OPCO RN E 2 M A
TR REERAE

-  VIEEREHEEAFREEAEEFEEEND
EES



Contractual arrangements (continued)

Risks associated with the Contractual Arrangements

and actions taken by the Company to mitigate the

risks (continued)

- Certain provisions in the VIE Contracts may not be
enforceable under the PRC laws

—  The Contractual Arrangement under the VIE Contracts
may be subject to the scrutiny of the PRC tax authorities
and additional tax may be imposed

—  The Group does not have any insurance which covers the
risks relating to the VIE Contracts and the transactions
contemplated thereunder

- WFOE's ability to acquire the equity interests in the OPCO
may be subject to various limitations and substantial costs

- Economic risks the WFOE bears as the primary beneficiary
of the OPCO, financial support to the OPCO and potential
exposure of Loovee to losses

- Uncertainty to the Group when the foreign ownership
restriction in value-added telecommunications services is
relaxed

In order to mitigate the risks of the Contractual Arrangements,
the Company had adopted a series of internal control measures
including, among others, appointing an executive director or
senior management to the board of the OPCO to enforce all
management controls of the OPCO (the “Responsible
Director”). As at the date of this annual report, Mr. LI Feng* (2
%) has been appointed as the Responsible Director and he had
conducted regular site visits to the OPCO and conducted
interviews with the relevant senior management of the OPCO
every six months and submitted the interview notes to the
Board.

*  For identification purpose only

Report of the Directors
EFRHEE

[=] n}JREFKZ%\‘
BHAHNZHEZABRUREARAARERR
BEEZ1TE) (4%)

- BREBEHRBUEREVIEALH TIESCR LT 58
W17

- VIE ?’] BN & #) % BER] g8 78 52 FR B 7
FEE N 2 BN RE SN IR

- AEEVELEVIES
SEBZRBETR

HWREBTHRETR

- WFOE Ui OPCO R 1 2 B2 1 FI B
PR il Ko E A RE R RS

EIE]

- WFOE{EBOPCOZ FEFRYEREIEY
P E R ¥ OPCO 2 BF 7% S 45 K Loovee

ARERX ZBR

-  EREEERBZINEMBERSIREE
REBE AR THETE R E

RBEGOLEEZER > RABERA—RIA
MEE R BR(ARERB)ZE—R2HNTES
AR EREMAOPCOESEE - TEBHMNT
OPCOFMAEEERZE(AEEESE) - ’AF
WAH FHEALCEZERBAEESE  BEH
#18 OPCO K &5 /<18 A B2 OPCO 1HRE = AL B 12
EEH TAEFE2RGHLH -

* (EHES

BMRREBRER DA
“E—LFFR 099



Report of the Directors
ERRNLE

Contractual arrangements (continued)

Risks associated with the Contractual Arrangements
and actions taken by the Company to mitigate the
risks (continued)

The Responsible Director will also consult the Company’s PRC
legal adviser (the "PRC Legal Adviser”) from time to time to
check if there are any legal developments in the PRC affecting
the arrangement contemplated under the VIE Contracts, and
immediately report to the Board thereafter so as to allow the
Board to determine if any modification or amendment are
required to be made. Further details in relation to the other
internal control measures adopted by the Company were set
out in the circular of the Company dated 28 April 2017.

Requirements related to Contractual Arrangements

(other than relevant foreign ownership restrictions)

1. As advised by the PRC Legal Adviser, the VIE Contracts
do not violate mandatory provisions of laws and
regulations of validity nature, including those applicable
to the business of the WFOE and the OPCO, and the
articles of association of the WFOE and the OPCO. The
VIE Contracts are legally binding on each relevant party to
the VIE Contracts and shall not be deemed as “concealing
illegal intentions with a lawful form” and void under the
PRC contract law. The GAAP's Notice 13 prohibits foreign
investors from using any agreements or contractual
agreements to gain control of or operate an online game
business in the PRC. Taking into account that details of
the implementation and the scope for execution of the
GAAP’s Notice 13 have not yet been issued by the
relevant authorities and based on confirmations by the
relevant authorities in the interviews with the same, the
PRC Legal Adviser is of the view that the VIE Contracts
would not constitute a violation of the GAAP’s Notice 13.
The WFOE had not encountered any interference or
encumbrance from any governing bodies in operating its
business through the OPCO under the VIE Contracts.
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Contractual arrangements (continued)
Requirements related to Contractual Arrangements
(other than relevant foreign ownership restrictions)

(continued)

2.

The VIE Contracts are governed by and will be constructed
in accordance with the PRC laws and contain a provision
for resolving disputes by arbitration at ZEFR BB & EE 5
1 £ & B & (South China International Economic and
Trade Arbitration Commission*) in accordance with its
arbitration rules. The VIE Contracts provide that the
arbitration tribunal may award remedies over the equity
interests or assets of the OPCO, injunctive relief (e.g. for
the conduct of business or to compel the transfer of
assets) or order the winding up of the OPCO. The VIE
Contracts also include a clause in relation to dispute
resolution among the parties where, when awaiting the
formation of the arbitration tribunal or otherwise under
appropriate conditions, the parties thereto may seek
temporary injunctive relief or other temporary remedies
from the courts in Hong Kong, Bermuda, the PRC and the
locations where the principal assets of the Company or
the OPCO are located. However, the PRC Legal Adviser is
of the view that pursuant to the PRC laws, the arbitration
tribunal may have no power to grant the aforementioned
remedies or injunctive relief or to order the winding up of
the OPCO. In addition, even though the VIE Contracts
provide that overseas courts (e.g. courts in Hong Kong
and Bermuda) shall have the power to grant certain relief
or remedies, such relief or remedies may not be
recognised or enforced under the PRC laws.

*  For identification purpose only
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Contractual arrangements (continued)

The Subject Persons Undertaking

Each of Mr. ZHOU Xijian, Mr. ZHANG Qi and Mr. ZHOU
Congwei (collectively, the “Subject Persons”) has undertaken
to the Company that (the “Subject Persons Undertaking”),
after completion:

(i) he shall maintain his PRC nationality so as to be qualified
as a "PRC investor”; and

(i) he shall only dispose of any of his interest in the shares, if:

(@) after such disposal, the Company shall still be
considered as “controlled” by “PRC investors”;

(b) all the other Subject Persons have given their written
consent to such disposal; and

(c)  where the disposal would result in the Subject
Persons together holding not more than 50% voting
rights in the Company, the transferee in such a
disposal must:

(1)  bea "PRC investor”; and

(2)  provide the same undertaking to the Company
as the Subject Persons did.

Prior to such disposal, the Subject Persons must
demonstrate to the satisfaction of the Company and the
Stock Exchange that the Company shall remain
“controlled” by “PRC investors” after such disposal.

The aforesaid undertakings were made to the Company solely
for the purpose of complying with the relevant foreign
investment laws and related laws applicable to the Group from
time to time in connection with domestic investment and shall
remain effective until compliance with the relevant foreign
investment laws and related laws is not required and shall only
terminate subject to the approval of the Company and that the
Subject Persons can demonstrate to the satisfaction of the
Company and the Stock Exchange that the Group is no longer
required to comply with the relevant foreign investment laws
and related laws in relation to domestic investment.
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Contractual arrangements (continued)
The Subject Persons Undertaking (continued)
Each of the Subject Persons confirmed to the Company that

they have complied with the undertaking for the period from

the completion of acquisition, and up to and until 31 December

2017.

The Company’s Undertaking
The Company has undertaken to the Stock Exchange (the
"Company'’s Undertaking”) that:

1.

the Company shall at all times enforce the letters of
undertakings provided by the Subject Persons; and

save for any issue of new shares pursuant to the exercise
of any Share Options, the Company shall not issue any
new shares to any person(s) who are not the Subject
Persons, whether pursuant to the specific mandate and/or
the general mandate from the Shareholders, unless the
following conditions are satisfied: (i) the aggregate
shareholdings of all the Subject Persons would represent
not less than 50% (or such other percentage shareholding
in the Company as required by applicable PRC laws and
regulations from time to time as confirmed in writing by
the Company's PRC legal adviser to ensure “control” of
the Company as defined in and for the purpose of the (¥
EARANMBIINEKREE(ERERKERR)) (the draft
PRC Foreign Investment Law*) and (B (R #E AR HE A
BISNEIIE B A (B RBRE RR)) 8951 83) (the Explanation
on the draft PRC Foreign Investment Law*)(the “Draft
Law") so that the VIE Contracts continue to be in full force
and effect) of the enlarged issued share capital of the
Company, assuming all Share Options have been fully
exercised, upon completion of such issue of shares; and (ii)
the Stock Exchange has confirmed in writing that it has no
objection to the proposed issue of shares. If so requested
by the Stock Exchange, the Company shall provide to the
Stock Exchange a legal opinion issued by a PRC legal
adviser for its assessment of the implications (if any) of the
proposed issue of shares under the Draft Law.

*  For identification purpose only
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Contractual arrangements (continued)

The Company’s Undertaking (continued)

The Company’s Undertaking shall continue in full force and
effect unless and until the Company is no longer required to
comply with the relevant PRC laws and regulations governing
the VIE Contracts and the Stock Exchange has given its written
consent for the termination of the Company’s Undertaking.

The Company confirmed that it has complied with the
Company'’s Undertaking for the period from the completion of
acquisition and up to and until 31 December 2017.

Material changes

Save as disclosed above, there has not been any material change
in the Contractual Arrangements and/or the circumstances
under which they were adopted for the Period.

Unwinding of the Contractual Arrangements
Pursuant to the relevant provisions of the VIE Contracts, the
WFOE has the right to unwind the VIE Contracts as soon as the
relevant PRC laws allow the WFOE to register itself as the
shareholder of the OPCO. The VIE Equity Owners have also
undertaken that in the event the relevant PRC laws allow the
WFOE to operate the business of the OPCO without the VIE
Contracts in the future, they shall unwind the VIE Contracts and
return any consideration received if the WFOE or its designated
party acquires the equity interests in the OPCO from them.

Up to 31 December 2017, there has not been any unwinding of
any Contractual Arrangements, nor has there been any failure
to unwind any Contractual Arrangements when the restrictions
that led to the adoption of the Contractual Arrangements are
removed.
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Major customers and vendors of the Group

During the Period, the five largest customers of the Group in
aggregate accounted for approximately 68.0% of the revenue
from sales of goods and rendering of services of the Group and
the largest customer accounted for approximately 30.9% of the
revenue from sales of goods and rendering of services of the
Group.

The five largest vendors of the Group in aggregate accounted
for approximately 35.9% of the Group's total shipment volume
placed by the Group and the largest vendor accounted for
approximately 11.1% of the Group's total shipment value placed
by the Group.

None of the Directors, their respective close associates or any
Shareholders (which to the knowledge of the Directors owns
more than 5% of the issued share capital of the Company) had
any interest in the customers or vendors noted above.

Purchase, sale or redemption of shares

During the Period, neither the Company, nor any of its
subsidiaries purchased, sold or redeemed any share of the
Company.

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.

Donation
No charitable donation was made by the Group during the
Period.

Public float

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

The consolidated financial statements for the financial period
ended 31 December 2017 have been audited by Ernst & Young
who will retire and, being eligible offer themselves for re-
appointment at the forthcoming AGM. A resolution for the re-
appointment of Ernst & Young as auditor of the Company is to
be proposed at the forthcoming AGM.

On behalf of the Board

ZHOU Xijian
Chairman and Non-Executive Director

Hong Kong, 23 March 2018
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INDEPENDENT AUDITOR’S REPORT
To the shareholders of Daohe Global Group Limited
(Incorporated in Bermuda with limited liability)

Opinion

We have audited the consolidated financial statements of
Daohe Global Group Limited (the "Company”) and its
subsidiaries (the “Group”) set out on pages 116 to 219, which
comprise the consolidated statement of financial position as at
31 December 2017, and the consolidated statement of profit or
loss, the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the
consolidated statement of cash flows for the eight months
ended 31 December 2017, and notes to the consolidated
financial statements, including a summary of significant
accounting policies.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group
as at 31 December 2017, and of its consolidated financial
performance and its consolidated cash flows for the eight
months ended 31 December 2017 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.

Basis for opinion

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs") issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditor’s responsibilities for the audit of the consolidated

financial statements section of our report. We are independent
of the Group in accordance with the HKICPA's Code of Ethics
for Professional Accountants (the “Code”), and we have fulfilled
our other ethical responsibilities in accordance with the Code.
We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.
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Key audit matters

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters. For each matter below, our description of how
our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial
statements section of our report, including in relation to these
matters. Accordingly, our audit included the performance of
procedures designed to respond to our assessment of the risks
of material misstatement of the consolidated financial statements.
The results of our audit procedures, including the procedures
performed to address the matters below, provide the basis for
our audit opinion on the accompanying consolidated financial
statements.
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Key audit matter

BARELER

Independent Auditor’s Report
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How our audit addressed the key audit matter

BANELNREEREZSE

Purchase price allocation related to business combination

BHEBEEHZIBEETE

During the period, the Group completed the acquisition of
Loovee Holdings Inc. and its subsidiaries (“"Loovee
Group”) on 1 June 2017 at a consideration of
HK$1,190,500,000 (equivalent to US$153,020,000).

HAR EEER-ZT—tFRXH— B THKEE Loovee
Holdingsinc R E B ARI(T R EE ) RE A
1,190,500,000 % 7T (#8& 54 153,020,000 € 7T) °

Loovee Group is principally engaged in the development
and operation of an online social platform.

LEEETBNERENELEPLUERTE -

Management engaged an independent professional valuer
to determine the fair values of the identifiable assets and
liabilities of the Loovee Group for the purpose of the
purchase price allocation at the acquisition date.
ERECHBEEIRZRBELEXHEMUETERSE
EREER Rz RRIEENR BB ATE -

The determination of the fair values of the intangible assets
is subjective in nature and involves significant management
judgement and estimation of assumptions including
discount rates and growth rates.
BEBPEEZAFEDIENME  SREXNEEREHE
BRI - BREEARREREK -

Relevant disclosures are included in notes 3 and 28(a) to
the consolidated financial statements.

BRI EH R A BTSRRI 7E 3 2 28(a) ©

We assessed the competence and objectivity of the
independent professional valuer engaged by
management.
RMEHEEREMREBY X MEM N RER
1 o

We understood the purchase price allocation process
of the Group. We assessed management’s
identification of the Loovee Group's identifiable assets
and liabilities acquired at the acquisition date.
BMETH BSXREZBEESKBRE - RMAZFEHE
BEHNKERRKB - ZLEEETZRNEERBEZ
BAl

We evaluated the assumptions adopted by the
management in the cash flow forecasts used in the
valuation.

BPEHEEEER GEMRARSREFAIRA R

We involved our internal valuation specialists to assist
us with our assessment of the valuation methodology
and discount rate adopted.

B2 L BEFRATE A BB B B 2K 1 Bh B (PO AT A P ER 4
BEERBRE -

We also assessed the related disclosures made in the
consolidated financial statements.
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Key audit matter (continued)

AREBEZEE @)

How our audit addressed the key audit matter (continued)

RPN EBZNMEEREEZEE )

Impairment of goodwill

Rl {E

The Group had goodwill of US$12,733,000 and
US$55,798,000 as at 31 December 2017 which were mainly
allocated to the “trading and supply chain management
services” cash-generating unit (“CGU") and the “operation
of online social platform” CGU, respectively.
RZE—+tF+ZA=+—H' BEEE2BHEHA
12,733,000% 7T }2 55,798,000 T - TEH R ZE [E H Kk
EREERG ] ReELBM(REEEENM]) R [KEHB
MR TFe I BEEEEL -

Management engaged an independent professional valuer
to determine the valuation models for the impairment
assessment. Based on the assessment of the recoverable
amounts of the CGUs, management recognised impairment
loss of approximately US$73,098,000 in respect of the
goodwill in the current period.

ERED REE N B EGLER ST REN G2 MERE -
ERFIAREEABM 2 AIRE S5 18 ERAAHME
BB EE1E4)73,098,000E 7T °

The determination of recoverable amounts, being the
higher of fair value less costs of disposal and value-in-use,
requires significant management judgement and estimates
of variables such as expected growth in revenue and gross
margins and the discount rates.
ErAkEEEEIAHERLEXRAEEREENRSE)
FEEAEHEEH G LB S A (R EIER R ERN X
ARBEIRK) o

Relevant disclosures are included in notes 3 and 13 to the
consolidated financial statements.

MERRBEH N R A M EHRKRMEIR13 -
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We assessed the competence and objectivity of the
independent professional valuer engaged by
management.
BPEHMEEREMER B EXAEMZE I REE
1 o

We reviewed management’s assessment of the
recoverable amount. Our audit procedures included
examining and recalculating management’s discounted
cash flow projections for the determination of value-in-
use and assessing key assumptions such as the growth
rate, expected growth in revenue and gross margin by
comparison to the historical performance of the CGUs.
We also performed sensitivity analyses on the
assumptions used in the cash flow projections. Further,
we involved our internal valuation specialists to assist
us with our assessment of the methodology and the
discount rates used to determine the recoverable
amounts of the CGUs.
HPIERHEEEY RO AL - RMANERE
FEREEHLENGEEREENMRR @ RETRAINE
EEREE MERHBRCELEMNBERRG
BRE  BARHRRERRENREEBME/K - ROTY
HeRETRRAERHNBRZETERESNT < 1IN
ML AT EER BB MAFEEERSELEMA
Wm & R AR ARBEIRE -

We also assessed the related disclosures made in the
consolidated financial statements.

HAAIIRE AT fhAR & M ISR PTIEH BRI R
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How our audit addressed the key audit matter (continued)

RPN EBZNMEERAEEZZEE )

Income tax provision

Friswimke

The Group received protective assessments amounting to
approximately HK$188,000,000 (equivalent to
US$24,165,000) from the Inland Revenue Department in
Hong Kong (“IRD”) in respect of queries on the modus
operandi of the Group and the chargeability of the profits
for the years of assessment from 2003/2004 to 2011/2012.
Objections have been lodged by the Group against the
protective assessments. In addition, Tax Reserve
Certificates amounting to HK$5,250,000 (equivalent to
US$675,000) have been purchased by two subsidiaries of
the Company in pursuit of the holdover of tax demanded
under protective assessments for those years.
ESEECEHAEHN BEEER-ZTT= /—TTWPE_-TFT
——/CE - _FHARFELERA OGN RHRAB 2
TR EESAETBERIBRBRDREMLFTHL
188,000,000 7T (A8 & 72 24,165,000% L) - BEHXEER
RIBERI DR E RS« UbSN - ERFMKRMEB AR ESHE
EEMZEFERBUAVRAFIIN 2SR BEEBE
5,250,000 7T (A& 1 675,0005 7T ) Z B % ©

The Group had engaged an external tax specialist and
submitted a settlement proposal as part of the
negotiations with the IRD. As at 31 December 2017, the
case was still under negotiation with the IRD and sufficient
tax provision was made. The determination of tax
provisions requires significant management judgement.
EEECERININBER - YRR BB RIERRE
MERERs B BE_T—LF+A=+—8"
ZERMDEET K REST - AEEERROTIARME -
EETARETEENEIEE HE -

Relevant disclosures are included in notes 3 and 9 to the
consolidated financial statements.

MHRRRBE SRR A M BERRMEIRG -

We assessed the competence and objectivity of the
external tax specialist engaged by management.

ZHEHE BB ER 2 REBIE -

We involved our internal tax specialists to assist with
the review of the calculation of tax provision. We also
obtained and reviewed the latest correspondence with
the IRD and the tax assessment report issued by the
external tax specialist.

BPE RN RBER GBI R IBERE G2 FE - &
FTREESL EHERBER 2 K EARINBRIGER
B 2 MR RE -
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Other information included in the annual report

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the Annual Report, other than 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 of the Company are responsible for the
preparation of 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.

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

The directors of the Company are assisted by the Audit
Committee in discharging their responsibilities for overseeing
the Group's financial reporting process.
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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. Our
report is made solely to you, as a body, in accordance with
section 90 of the Bermuda Companies Act 1981, and for no
other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this
report.

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

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

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

control.

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

o Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors.
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Auditor’s responsibilities for the audit of the consolidated
financial statements (continued)

BREMHBERRESMBRRRZ2ET @

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.

REEERARELLSTERNEE T
WAREFTERNEZEE  BERL TR
FHABABRANEATHEENE - #imal s
BHRY BERENKEKERNELERER
B o HRMRBFEERTEE L - HIBA L
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MEEERIFBRESR - BANERDHE
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B TREFFBE B TS -
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NV RERAERR 5 R EH

5 EEREABRAEHEBNIBERE
B REENERERE - WEHRSMBR
REXRER - BMERE ESKEFEZNIE
B EENMT  BARBERERAERE
BfE-

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 independent and where applicable, related safeguards.
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Auditor’s responsibilities for the audit of the consolidated
financial statements (continued)

From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the
audit of the consolidated financial statements of the current
period and are therefore the key audit matters. We describe
these matters in our 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 partner on the audit resulting in this
independent auditor’s report is Ms. Chau Suet Fung, Dilys.

Ernst & Young
Certified Public Accountants

Hong Kong
23 March 2018

Independent Auditor’s Report
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Consolidated Statement of Profit or Loss

Eight months ended 31 December 2017
HE—_T—tF+-_A=+—HAL/N\EA

I Y
Eight months

ended Year ended

31 December 30 April
2017 2017
8z BHE
—E—tF —T—tF
+t=A=t+—-H mMA=+H
LENEA LFE
US$'000 US$'000
TEx FT=
Note (Restated)
i (=E51)
| | | | |
REVENUE Wz 5 78,527 90,470
Cost of sales SHEMA (60,282) (68,851)
Gross profit E7 18,245 21,619
Other income HA 5 543 288
Selling and marketing expenses $HE kTSR (8,638) =
General and administrative expenses —MRAITHF X (14,931) (20,910)
Gain on disposal of a subsidiary HE—RMBAR 2= - 62
Expenses in relation to a proposed acquisition —FRRNEEE A - (638)
Share of loss of a joint venture BlE—RaERAZER (1) =
Impairment losses on goodwill EEREER 13 (73,098) -
(LOSS)/PROFIT BEFORE TAX BRBLAT (B518), R 6 (77,880) 4
Income tax credit/(expense) Frissiige,/(Fx) 9 1,690 (167)
(LOSS)/PROFIT FOR THE PERIOD/YEAR B FE (E8),&8H (76,190) 254
ATTRIBUTABLE TO: THALES:
Owners of the Company AN/NGIE 2SN (76,187) 290
Non-controlling interests R 3) (36)
(76,190) 254
(LOSS)/EARNINGS PER SHARE FAREERERFEA
ATTRIBUTABLE TO ORDINARY EQUITY EiEER (EE) BT
HOLDERS OF THE COMPANY (AEALZ51)
(expressed in US cents) 10
Basic (Note) EAR(Kist) (5.24) 0.03
Diluted (Note) E (iE) (5.24) 0.03

Note:

st -

Earnings per share for the year ended 30 April 2017 was adjusted for the effect of HE-T—+tFNA=TRHILFEZERBFER AR R ZK
Share Subdivision (as defined in note 26(c)) of the Company. DI (E & R M 26(c) M E{EH AR -
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Consolidated Statement of Comprehensive Income

/\‘/T\ = %@J‘W

Eight months ended 31 December 2017
BHE_Z—+F+_A=+—RHI/\[@A

Eight months

ended Year ended
31 December 30 April
2017 2017
BZE BZE
—E—+tF —tF
+=ZA=+—~H mA=+H
ENEA IHFE
Note US$'000 US$'000
B xR FTET
1 ) [ N
(LOSS)/PROFIT FOR THE PERIOD/YEAR B EE (FE) /%57 (76,190) 254
OTHER COMPREHENSIVE INCOME/(LOSS) Hitt2EmBA/(F8)
Other comprehensive income/(loss) to HgEHnEzBn
be reclassified subsequently to Hip2ERA/(E8) :
profit or loss:
Exchange differences: PE SR8 -
Translation of foreign operations BEBINETS 6,740 (126)
Reclassification adjustment ENNERE
- disposal of a subsidiary —HE—RHEAA 29 - (&)
Other comprehensive income/(loss) HigeSHnREBEm il
to be reclassified subsequently to 2EBA(EE)
profit or loss 6,740 (130)
Other comprehensive income/(loss) not to be HEgTesnniEsiazsy
reclassified subsequently to profit Huz2mkA/ (EE)
or loss:
Remeasurements from defined EREEAMEEZ
benefit plan Bt E 25(a) 20 (27)
OTHER COMPREHENSIVE R/ FEAMEE
INCOME/(LOSS) FOR THE PERIOD/YEAR KA/ (BE) 6,760 (157)
TOTAL COMPREHENSIVE BB/ FE2E
(LOSS)/INCOME FOR THE PERIOD/YEAR (B8)/WARE (69,430) 97
ATTRIBUTABLE TO: TH AL :
Owners of the Company RATBHEAA (69,427) 131
Non-controlling interests R (3) (34)
TOTAL COMPREHENSIVE B/ FERE(BR),BA
(LOSS)/INCOME FOR THE PERIOD/YEAR kG (69,430) 97
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Consolidated Statement of Financial Position

Are R R

As at 31 December 2017
RZZE—+F+=-A=+—H

Note
M sk

31 December
2017
—E—tF
+=A=+t-A
US$'000
FEx

30 April
2017
—F—+tF
MA=+H
US$'000
TET

NON-CURRENT ASSETS

FRBEE

Property, plant and equipment ¥ - BE MR E 12 595 269
Goodwill [ES 13 68,531 26,373
Other intangible assets HimyEE 14 54,565 =
Available-for-sale financial asset AEHESREE 15 229 229
Investment in a joint venture R—REEARIZEE 16 9 10
Deposit for acquisition of subsidiaries WEEMT B A RlEE 28(a) - 2,571
Deposits b 21 349 303
Deferred tax asset EEFIBEE 17 12 12
Total non-current assets FnBEERE 124,290 29,767
CURRENT ASSETS fﬁibﬁé
Inventories FE& 18 55 52
Available-for-sale financial asset —H,\Hj’iépﬂéﬁ 15 765 =
Loan receivable W E X 19 - 6,000
Trade receivables FEWE 5 BR X 20 8,578 5,390
Prepayments, deposits and FEIRIE HZ%&/HJ‘E

other receivables FLBZTAIE 21 4,653 3,360
Cash and cash equivalents HENBESEEIER 22 13,278 14,797
Total current assets MBEERE 27,329 29,599
CURRENT LIABILITIES REEE
Trade payables JEREB SRR 23 5,384 4,659
Accruals, provisions and [EETER  BEREM

other payables e FE 24 11,691 9,786
Deferred revenue EIEW &= 1,172 =
Tax payable FER TR 2,487 2,480
Total current liabilities mEREReE 20,734 16,925
NET CURRENT ASSETS REEEFE 6,595 12,674
TOTAL ASSETS LESS CURRENT LIABILITIES BEAERABDAE 130,885 42,441
NON-CURRENT LIABILITIES *RBERE
Deferred tax liabilities BERIBAG 17 13,659 =
Loan from a director KE—RESER 33(b) 3,856 =
Post-employment benefits & B RIKEF 25 474 553
Provisions B 24 1,405 1,228
Total non-current liabilities FERBEERE 19,394 1,781
NET ASSETS EEZRE 111,491 40,660
EQUITY xR
Share capital A& 7N 26 20,128 14,128
Reserves (Ee 91,371 26,537
Equity attributable to owners of ZA/NEIE 7N

the Company Efh R 111,499 40,665
Non-controlling interests R R (8) )
TOTAL EQUITY R 111,491 40,660

HO Chi Kin {AIZ{EX
Director &%

118 Daohe Global Group Limited
Annual Report 2017

WONG Hing Lin, Dennis EE £

Director %



Consolidated Statement of Changes in Equity
I\‘/j—\ T_”_ /\ /\ P %jj %

Eight months ended 31 December 2017
BHE_T—tF+_A=+—HILENEA

I N
Attributable to owners of the Company

KARERARL
Available-
for-sale
financial Retained
Share Capital asset  Exchange  earnings/ Non-

Share Share  option  Special redemption revaluation fluctuation (Accumulated controlling Total
capital  premium  reserve  reserve’  reserve  reserve  reserve loss) Total  interests equity
THLE

Rty BRE K EARE CREE EXRD RERA FER 3

B 2E e BR BR EREE A s 48

Note ~ US§'000 ~ USS'000  USS'000  USS'000  USS'000  USS'000  USS'000  US$000  USS'000  USS'000  US$'000

it TR TEn TR T TEn TR TR TR TR TR FEn

./ ! [/ _____________________________________________________|

At 1 May 2017 R-2-t£%A-A 14128 19,242¢ 12 184* 48 109* (142)% 6,684* 40,665 (5) 40,660
Loss for the period R - - - - - - - (76187)  (76,187) 3 (76,190
Other comprehensive income AR ERA :

for the period:

Exchange difference on translation EycliySi v

of foreign operations EizE - - - - - - 6,740 - 6,740 - 6,740

Remeasurements from TERTkEL

defined benefitplan Effite 20) - - - - - - - 2 2 - 20
Total comprehensive income/ HRRARA/

(loss) for the period (BE)a% - - - - - - 6740 (76167) (69,427 (3)  (69,430)
Acquisition of subsidiaries WEHEAA 2(b) 6,000 134167 - - - - - - 140,167 - 140,167
Equity-settled share option WIRES T2 ERE

arrangement i3 ] - - 9% - - - - - 94 - 94
At31 December 2017 RoB-t%

tZA=t-H 20128 153,409% 306* 184* 48* 109* 6,598 (69,283 111,499 8 11149
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Consolidated Statement of Changes in Equity

/\\/ \

A A
AEREDE

Eight months ended 31 December 2017

BE-T—

tFE+ZA=+—HIENEA

Attributable to owners of the Company

ARAER AE
Available-
for-sale
financial
Share Capital asset  Exchange Non-
Share Share  option  Special redemption revaluation fluctuation  Retained controlling Total
capital  premium  reserve  reseve’  reserve  reserve  reserve  eamnings Total interests equity
AE
B BRE Wi ARBE eRAE ENRD "3 FEIAR s
A i i 1 HE  BhHER i B &t fEs 2%
Note  USS$000  US$000  USF000  US$000  USS000  US$000  USS000  USS000  USS000  US$000  US$000
i3 Tar TR TEr TEr TR A TEr TR TR TEn fin
! | | ___________________________________________________________________|
At 1 May 2016 RZE-~E1A-A 14128 19,242* 141* 184* 48 109 (10 7,176* 41,018 (4) 40944
Profit/loss) for the year EFE/(B8) - - - - - - 0 0 (3) 254
Qther comprehensive income/ EEEMRERA/
(loss) for the year: (&t8) :
Exchange difference on translation A& §5M &2
of foreign operations ERER - - - - - - (128) - (128) 2 (126)
Reclassification adjustment ENAEAR
- disposal of - HE-FHE
asubsidiary 27 1Al - - = = = = @ = @ = @
Remeasurements from SRR A
defined benefit plan BifitE 25 = = = = = = = ) @ = )
Total comprehensive income/ FERERA/
(loss) for the year (BB g = = = = = = (132) 263 131 (34) 97
Equity-settled share option IR T2 e
arrangement ZH 2 - - 142 - - - - - 142 - 142
Share options cancelled by FRERRNGE
forfeiture during the year B 2 = = M) = = = = n = = =
Disposal of a subsidiary HE-FHEAR pi] - - - - - - - - - 103 103
Interim 2017 dividend paid Bf-E—+E
BERE 11 - - - - - - - (626) (626) - (626)
A 30 Aprl 2017 e S
MA=1A 14128 19,242 212 184 48+ 109 (142% 6884 40665 () 40660

Special reserve represents the difference between the nominal value of

share capital of the Company issued and the aggregate amount of nominal

value of share capital of subsidiaries acquired by the Company through an

exchange of shares.

These reserve amounts comprise the consolidated reserves of

US$91,371,000 (30 April 2017: US$26,537,000) in the consolidated

statement of financial position.
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Consolidated Statement of Cash Flows
SR ERER

Eight months ended 31 December 2017

BE_T

—tE+t-A=

Eight months
ended

31 December
2017

Bz
—E—tf

+=A=+-8

Note

Py &E

IENEA
US$'000
FEL

+T—HIENEA

Year ended
30 April
2017

Bz
S 2
mA=+H
HEE
US$000
TET

CASH FLOWS FROM OPERATING ACTIVITIES

REZHHELATRE

(Loss)/profit before tax BB (B18) /A (77,880) 421
Adjustments for: RRE
Share of loss of a joint venture EfE—REENAER 1 =
Bank interest income RITH EHA 5 9 (16)
Gain on disposal of property, HENE - BE RS
plant and equipment ZWias 6 (22) @
Gain on disposal of a subsidiary HE-FMEA R 2 W 6 - (62)
Depreciation e 6 209 282
Amortisation of intangible assets B AE#R 6 7,641 =
Impairment loss on goodwill BEREER 6,13 73,098 —
Impairment of trade receivables B E ZRTORE 6 17 155
Write-down of inventories FEMA 6 78 -
Equity-settled share option expenses AR A 2 BIRIEE A 6 94 142
3,381 918
Increase in inventories =4 (81) (52)
Decrease/(increase) in loan receivable EWE KR,/ (% 0) 19 6,000 (6,000)
Increase in trade receivables JEWE S BRFE M (2,722) (1,153)
Increase in prepayments, ARNHIE - ke REMER
deposits and other receivables FRIRHE N (1,273) (644)
Increase/(decrease) in trade payables ERESHRZEM,/ (D) 725 (441)
(Decrease)/increase in accruals, provisions, EATER - B &Hﬁﬂr RHE
other payables and deferred revenue SAREE W (R A) /00 (970) 13
(Decrease)/increase in post-employment B 8 RIREH /UE/ / #£m
benefits (63) 14
Cash generated from/(used in) operations BEEBHRE/ () Re 4,997 (7,245)
Tax paid ERHE (196) (75)
Net cash flows from/(used in) BB/ (FT#E)
operating activities He#E 4,801 (7,320)
CASH FLOWS FROM INVESTING ACTIVITIES RAZHRERLRE
Bank interest received B HERATAIS, 9 16
Purchases of property, plant and equipment BEWE  BE KR 12 (419) (138)
Proceeds from disposal of property, HEWE « BERE
plant and equipment Fi5E0E 25 S
Deposit for acquisition of subsidiaries WEHBARIZZS 28(a) - 2,57
Acquisitions of subsidiaries MR A 28 (8,974) (36)
Proceeds from disposal of a subsidiary HE—FRMBRRMEHE 29 - 637
Purchase of available-for-sale financial assets BERHLESREE (2,180) -
Proceed from redemption of available-for-sale BRI ESREE
financial assets iR 1,433 -
Net cash flows used in investing activities REBBMAR QR (10,106) (2,087)
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Consolidated Statement of Cash Flows
BARSRER

Eight months ended 31 December 2017
BE—T—+&+—A=+—A./\(AA

I Y
Eight months
ended Year ended

31 December 30 April
2017 2017
85z HE
—E—tF —T—+F
+=A=+-H MA=+H
ENEA HFE
Us$'000 US$'000
FTEn FET
. | ||/ |
CASH FLOWS FROM FINANCING ACTIVITIES METHAERESRE
Loan from a director RKE—BEZEER 3,856 =
Dividends paid to owners of the Company BERNARRIEEAZRE - (626)
Net cash flows from/(used in) financing activities BEEEIRE/ () BehessE 3,856 (626)
NET (DECREASE) IN CASH AND ReRBEEEER
CASH EQUIVALENTS (BD) 35 (1,449) (10,033)
Cash and cash equivalents at beginning of period/year 8%,/ £z 8R4 kIR SEER 14,797 24,956
Effect of foreign exchange rate changes, net EXZE w8 FH (70) (126)
CASH AND CASH EQUIVALENTS R ERCREERES
AT END OF PERIOD/YEAR ZEEH 13,278 14,797
ANALYSIS OF BALANCE OF CASH AND REeREEEEEREZ
CASH EQUIVALENTS EER AT
Cash and bank balances Be RRTEEH 13,278 14,797
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2.1

Notes to the Financial Statements

CORPORATE INFORMATION

Daohe Global Group Limited (the “Company”) is an
investment holding company and its subsidiaries (together
with the Company are collectively referred to as the
“Group”) are principally engaged in the trading and
supply chain management services, operation of online
social platform and money lending business.

The Company was incorporated in Bermuda on 25 January
2002 as an exempted company with limited liability under
the Companies Act 1981 of Bermuda. The address of its
registered office is Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda. The Company's shares have
been listed on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) since 10 May
2002. The directors regard Sino Remittance Holding
Limited, which was incorporated in Seychelles, as the
controlling shareholder of the Company, and Daohe
Global Investment Holding Limited, which was
incorporated in Seychelles, as the ultimate controlling
shareholder of the Company as at 31 December 2017.

During the period, the Group acquired Loovee Holdings
Inc. ("Loovee”). Further details of this acquisition are
included in note 28 to the financial statements. Further
details of the subsidiaries of the Company, which, in the
opinion of the directors, principally affected the results for
the period or formed a substantial portion of the net
assets of the Group are set out in note 38 to the financial
statements.

BASIS OF PREPARATION

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
(“HKFRSs"”) (which include all HKFRSs, 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 Ordinance. They have been prepared
under the historical cost convention, except for available-for-
sale financial assets, which have been measured at fair value.
These financial statements are presented in United States
dollars (“US$") and all values are rounded to the nearest
thousand except when otherwise indicated.

2.1

BT 1% R I 5t
31 December 2017
T tF+-A=+—H

NCIE-¢=

Daoche Global Group Limited #& f IR Bk & &
BRAR([RQF L) RREZER AT - Bt
BRARI(EARAIEMAAER]) 21
SEHRMEEEERE  KER AT
BRERER -

ARABIRZEE_F— A+ HBERBEERE
—NN\—FRREE B FETMKL AZEHE
ERBEERRF « AAR M EEIEA
Clarendon House, 2 Church Street, Hamilton HM
11, Bermuda ° AR RIRHR_ZTZE_FHA
THEBBHER AR AR (B3R E
REMm - RZF—tF+=—A=1T—8 &=
REEZERBR AR (RESBEMA) AR
NEWERRARER - WS BRI EIER AR A
A (REF B RAEER R B R RAIER
ARER o

HIA - KN & B 2 Y Loovee Holdings Inc.
([Loovee|) - LB EIA 2 — HFHBH
RS IREME28 - EFRAETEFEARE
BREIBNAEEEEFEEAD 2K
N AP R B — 2 A B E N B RS ER R P
FF38 °

R E%E
HEFBRRIIBRBERBETMAE ([FHE
B AE ) B2 BB RS LR (&
BUMBHREER ) (EHREMEEEM
HEEA  BEGHEL((FBETEA])
K2#) BERELRGFTRAUAREFERA
FEOI2 MBRERE - BAHLESREE
RAERQFEEN  WERERERTIIRBE
SERAERRSL o WEM B IMETIAETT ([ %
T2 BREREAN  REEEHHE
EREN TR -

ENIRKEBERAR]
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Notes to the Financial Statements
S R B 5

31 December 2017

—®=—+&+-—A=+—8

2.1 BASIS OF PREPARATION (continued) 2.1 RBEE @)

For the year ended 30 April 2017, the Group prepared its
financial statements in accordance with International
Financial Reporting Standards which comprise standards
and interpretations approved by the International
Accounting Standards Board. The eight months ended 31
December 2017 is the first period the Group prepared its
consolidated financial statements in accordance with
HKFRSs. Accordingly, the Group has prepared the
comparative period data for the year ended 30 April 2017
in accordance with HKFRSs. In preparing these financial
statements, the Group's date of transition to HKFRSs was
1 May 2016. The transition to HKFRSs did not have any
impact on the accounting policies, and the financial
position of the Group as at 1 May 2016 and 30 April 2017
and its financial performance for the year ended 30 April
2017, so the reconciliations as required under HKFRS 1
“First Time Adoption of Hong Kong Financial Reporting
Standards” are not presented since there are no reconciling
items.

Change of financial year end date

Pursuant to the resolution of the board of directors of the
Company dated 21 September 2017, the Group's financial
year end date has been changed from 30 April to 31
December (the “Change”) commencing from the financial
period ended 31 December 2017. The change is to align
the financial year end date of the Company with the
operating subsidiaries established in the PRC. This
facilitates the preparation of the consolidated financial
statements of the Group and for the benefit of the overall
development of the Group in the long run.

Accordingly, the consolidated financial statements and
the related notes presented for the current period
covered an eight-month period from 1 May 2017 to 31
December 2017 while the corresponding comparative
amounts shown for these financial statements and the
related notes covered a twelve-month period from 1 May
2016 to 30 April 2017, which, as a result, may not be
comparable with amounts shown for the current period.
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2.1 BASIS OF PREPARATION (continued)

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries for the
eight months ended 31 December 2017. A subsidiary is an
entity (including a structured entity), directly or indirectly,
controlled by the Company. Control is achieved when the
Group is exposed, or has rights, to variable returns from
its involvement with the investee and has the ability to
affect those returns through its power over the investee
(i.e., existing rights that give the Group the current ability
to direct the relevant activities of the investee).

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in
assessing whether it has power over an investee,
including:

(@) the contractual arrangement with the other vote
holders of the investee;

(b)  rights arising from other contractual arrangements;
and

(o) the Group's voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared
for the same reporting period as the Company, using
consistent accounting policies. The results of subsidiaries
are consolidated from the date on which the Group
obtains control, and continue to be consolidated until the
date that such control ceases.

Notes to the Financial Statements
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Notes to the Financial Statements
S R B 5

31 December 2017
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2.1 BASIS OF PREPARATION (continued) 2.1 RBEE @)

Basis of consolidation (continued)

Profit or loss and each component of other comprehensive
income are attributed to the owners of the parent of the
Group and to the non-controlling interests, even if this results
in the non-controlling interests having a deficit balance. All
intra-group assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of
the Group are eliminated in full on consolidation.

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
described above. A change in the ownership interest of a
subsidiary, without a loss of control, is accounted for as an
equity transaction.

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary,
(i) the carrying amount of any non-controlling interest and (jii)
the cumulative translation differences recorded in equity;
and recognises (i) the fair value of the consideration received,
(i) the fair value of any investment retained and (jii) any
resulting surplus or deficit in profit or loss. The Group's
share of components previously recognised in other
comprehensive income is reclassified to profit or loss or
retained profits, as appropriate, on the same basis as would
be required if the Group had directly disposed of the related
assets or liabilities.
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2.2 ISSUED BUT NOT YET EFFECTIVE HONG

KONG FINANCIAL REPORTING STANDARDS
The Group has not applied the following new and revised
HKFRSs, that have been issued but are not yet effective, in
these financial statements.

Amendments to Classification and Measurement
HKFRS 2 of Share-based Payment
Transactions'
Amendments to HKFRS 4 Applying HKFRS 9 Financial
Instruments with HKFRS 4
Insurance Contracts'
HKFRS 9 Financial Instruments’

Amendments to Prepayment Features with

HKFRS 9 Negative Compensation?
Amendments to Sale or Contribution of Assets

HKFRS 10 between an Investor and its

and HKAS 28 (2011) Associate or Joint Venture®
HKFRS 15 Revenue from Contracts with

Customers'

Amendments to Clarifications to HKFRS 15

HKFRS 15 Revenue from Contracts with
Customers'
HKFRS 16 Leases?

Amendments to HKAS 40 Transfer of Investment Property’

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

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

Annual Improvements ~ Amendments to HKFRS 1 and

2014-2016 Cycle HKAS 28!

Amendments to HKFRSs  Annual Improvements to
HKFRSs 2015-2017 Cycle?

! Effective for annual periods beginning on or after 1 January 2018

2 Effective for annual periods beginning on or after 1 January 2019
9 No mandatory effective date yet determined but available for
adoption

Notes to the Financial Statements

A5 R AR BT =

31 December 2017
—T—tF+-H=1—H

22 CEMEMARERZEBMBRS

2 A
AEBEL RN FHBHRERARAATER
B R R ERZ 5] REIERT BB B RE

8 -

ERMBREEANE2R  UROBERNHARGZ
ZIEFT PR E

BRMBRERANEAR  BAREUFHRSENE N

ZIEFT ERTAREENFHE
ERFISERBAH

ERMBREREAEIR LHIA

ERMBRERAEIT  EREMBLRAHE"
ZIEFT

ERMBRERAZ0RR REFHRBLNAAAE
BREEAE B  ARZALEAIAEE
B (ZF——%)

BRMBREEAR SR ERPHASINE

BRMBRERABSY  BEREHFHLSERF 155
ZIEFT HEFPHA N

ERMBREENE 16 HE?
BRGHERRAOR BT KELFHENES
EE(ARMBAERE  NEXSRENHE
Z288)-2BEN%

ER(BARMBRERE  AEHHFEE TR
Z88)-REEBH

ZF-MEE-FNFH BERBEREENF1RRE
HFExE BB ERE 85 2B

BRMBHRERACET RENBHREEN-T-1F
BT LHERBCER
B2

REZE-NF-A—BRz2ERBZFEHRER
2 RN NF A ARZERBEZFRHARER
3 AR TE 5 I AR 2 H A AT (R A

ERRSEEERAR)
Se-Treg 12



Notes to the Financial Statements
S R B 5

31 December 2017
—F—+HF+_-_A=+—H

2.2 ISSUED BUT NOT YET EFFECTIVE HONG

KONG FINANCIAL REPORTING STANDARDS
(continued)
Further information about those HKFRSs that are
expected to be relevant to the Group is described below.
Of those standards, HKFRS 9 and HKFRS 15 will be
applicable for the Group's financial year ending 31
December 2018. Whilst management has performed a
detailed assessment of the estimated impacts of these
standards, that assessment is based on the information
currently available to the Group, including expectations of
the application of transitional provision options and policy
choices. The actual impacts upon adoption could be
different to those below, depending on additional
reasonable and supportable information being made
available to the Group at the time of applying the
standards and the transitional provisions and policy
options finally adopted.

In September 2014, the HKICPA issued the final version of
HKFRS 9, bringing together all phases of the financial
instruments project to replace HKAS 39 and all previous
versions of HKFRS 9. The standard introduces new
requirements for classification and measurement,
impairment and hedge accounting. The Group will adopt
HKFRS 9 from 1 January 2018. The Group will not restate
comparative information and will recognise any transition
adjustments against the opening balance of equity at 1
January 2018. During 2017, the Group has performed a
detailed assessment of the impact of the adoption of
HKFRS 9. The expected impacts relate to the classification
and measurement and the impairment requirements and
are summarised as follows:
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2.2 ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS

(continued)

(a)

(b)

Classification and measurement

The Group does not expect that the adoption of
HKFRS 9 will have a significant impact on the
classification and measurement of its financial assets.
It expects to continue measuring at fair value all
financial assets currently held at fair value. Equity
investments currently held as available for sale will
be measured at fair value through other
comprehensive income as the investments are
intended to be held for the foreseeable future and
the Group expects to apply the option to present
fair value changes in other comprehensive income.
Gains and losses recorded in other comprehensive
income for the equity investments cannot be
recycled to profit or loss when the investments are
derecognised.

Impairment

HKFRS 9 requires an impairment on debt
instruments recorded at amortised cost or at fair
value through other comprehensive income, lease
receivables, loan commitments and financial
guarantee contracts that are not accounted for at
fair value through profit or loss under HKFRS 9, to
be recorded based on an expected credit loss
model either on a twelve-month basis or a lifetime
basis. The Group will apply the simplified approach
and record lifetime expected losses that are
estimated based on the present values of all cash
shortfalls over the remaining life of all of its trade
receivables. Furthermore, the Group will apply the
general approach and record twelve-month
expected credit losses that are estimated based on
the possible default events on its other receivables
within the next twelve months. The amendments are
not expected to have any significant impact on the
Group's provision for impairment.
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2.2 ISSUED BUT NOT YET EFFECTIVE HONG

KONG FINANCIAL REPORTING STANDARDS
(continued)
HKFRS 15, issued in July 2014, establishes a new five-step
model to account for revenue arising from contracts with
customers. Under HKFRS 15, revenue is recognised at an
amount that reflects the consideration to which an entity
expects to be entitled in exchange for transferring goods
or services to a customer. The principles in HKFRS 15
provide a more structured approach for measuring and
recognising revenue. The standard also introduces
extensive qualitative and quantitative disclosure
requirements, including disaggregation of total revenue,
information about performance obligations, changes in
contract asset and liability account balances between
periods and key judgements and estimates. The standard
will supersede all current revenue recognition
requirements under HKFRSs. Either a full retrospective
application or a modified retrospective adoption is
required on the initial application of the standard. In June
2016, the HKICPA issued amendments to HKFRS 15 to
address the implementation issues on identifying
performance obligations, application guidance on
principal versus agent and licences of intellectual property,
and transition. The amendments are also intended to help
ensure a more consistent application when entities adopt
HKFRS 15 and decrease the cost and complexity of
applying the standard. The Group plans to adopt the
transitional provisions in HKFRS 15 to recognise the
cumulative effect of initial adoption as an adjustment to
the opening balance of retained earnings at 1 January
2018. In addition, the Group plans to apply the new
requirements only to contracts that are not completed
before 1 January 2018. The Group expects that the
transitional adjustment to be made on 1 January 2018
upon initial adoption of HKFRS 15 will not be material.
During 2017, the Group has performed a detailed
assessment on the impact of the adoption of HKFRS 15.
The Group has assessed the impact of this standard and
expects that the standard will not have significant impact,
when applied, on the consolidated financial statements of
the Group.
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2.2 ISSUED BUT NOT YET EFFECTIVE HONG

KONG FINANCIAL REPORTING STANDARDS

(continued)

HKFRS 16, issued in May 2016, replaces HKAS 17 Leases,
HK(IFRIC)-Int 4 Determining whether an Arrangement
contains a Lease, HK(SIC)-Int 15 Operating Leases —
Incentives and HK(SIC)-Int 27 Evaluating the Substance of
Transactions Involving the Legal Form of a Lease . The
standard sets out the principles for the recognition,
measurement, presentation and disclosure of leases and
requires lessees to recognise assets and liabilities for most
leases. The standard includes two recognition exemptions
for lessees — leases of low-value assets and short-term
leases. At the commencement date of a lease, a lessee
will recognise a liability to make lease payments (i.e., the
lease liability) and an asset representing the right to use
the underlying asset during the lease term (i.e., the right-
of-use asset). The right-of-use asset is subsequently
measured at cost less accumulated depreciation and any
impairment losses unless the right-of-use asset meets the
definition of investment property in HKAS 40, or relates to
a class of property, plant and equipment to which the
revaluation model is applied. The lease liability is
subsequently increased to reflect the interest on the lease
liability and reduced for the lease payments. Lessees will
be required to separately recognise the interest expense
on the lease liability and the depreciation expense on the
right-of-use asset. Lessees will also be required to
remeasure the lease liability upon the occurrence of
certain events, such as change in the lease term and
change in future lease payments resulting from a change
in an index or rate used to determine those payments.
Lessees will generally recognise the amount of the
remeasurement of the lease liability as an adjustment to
the right-of-use asset. Lessor accounting under HKFRS 16
is substantially unchanged from the accounting under
HKAS 17. Lessors will continue to classify all leases using
the same classification principle as in HKAS 17 and
distinguish between operating leases and finance leases.
HKFRS 16 requires lessees and lessors to make more
extensive disclosures than under HKAS 17. Lessees can
choose to apply the standard using either a full
retrospective or a modified retrospective approach. The
Group expects to adopt HKFRS 16 from 1 January 2019.
The Group is currently assessing the impact of HKFRS 16
upon adoption and is considering whether it will choose
to take advantage of the practical expedients available
and which transition approach and reliefs will be adopted.
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2.2

2.3

ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS
(continued)

Save as discussed above, all other HKFRSs issued but not
effective are not likely to have significant impact on the
consolidated financial statements.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Joint venture

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

The Group's investment in a joint venture is stated in the
consolidated statement of financial position at the
Group's share of net assets under the equity method of
accounting, less any impairment losses.

Adjustments are made to bring into line any dissimilar
accounting policies that may exist.

The Group’s share of the post-acquisition results and
other comprehensive income of a joint venture are
included in the consolidated statement of profit or loss
and consolidated other comprehensive income,
respectively. In addition, when there has been a change
recognised directly in the equity of the joint venture, the
Group recognises its share of any changes, when
applicable, in the consolidated statement of changes in
equity. Unrealised gains and losses resulting from
transactions between the Group and its joint venture are
eliminated to the extent of the Group's investment in the
joint venture, except where unrealised losses provide
evidence of an impairment of the assets transferred.
Goodwill arising from the acquisition of joint venture is
included as part of the Group’s investment in joint
venture.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

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 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 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.

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.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Business combinations and goodwill (continued)
Goodwill is initially measured at cost, being the excess of
the aggregate of the consideration transferred, the
amount recognised for non-controlling interests 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 period end. 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.

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.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Fair value measurement

The Group measures its available-for-sale financial asset
at fair value at the end of each reporting period. Fair value
is the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair
value measurement is based on the presumption that the
transaction to sell the asset or transfer the liability takes
place either in the principal market for the asset or liability,
or in the absence of a principal market, in the most
advantageous market for the asset or liability. The
principal or the most advantageous market must be
accessible by the Group. The fair value of an asset or a
liability is measured using the assumptions that market
participants would use when pricing the asset or liability,
assuming that market participants act in their economic
best interest.

A fair value measurement of a non-financial asset takes
into account a market participant’s ability to generate
economic benefits by using the asset in its highest and
best use or by selling it to another market participant that
would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate
in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of
relevant observable inputs and minimising the use of
unobservable inputs.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Fair value measurement (continued)
All assets and liabilities for which fair value is measured or
disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based
on the lowest level input that is significant to the fair value
measurement as a whole:

Level 1 = based on quoted prices (unadjusted) in
active markets for identical assets or
liabilities

Level2 - based on valuation techniques for which

the lowest level input that is significant to
the fair value measurement is observable,
either directly or indirectly

Level 3 - based on valuation techniques for which
the lowest level input that is significant to
the fair value measurement is unobservable

For assets and liabilities that are recognised in the
financial statements on a recurring basis, the Group
determines whether transfers have occurred between
levels in the hierarchy by reassessing categorisation
(based on the lowest level input that is significant to the
fair value measurement as a whole) at the end of each
reporting period.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
deferred tax assets, financial assets and goodwill), the
asset’s recoverable amount is estimated. An asset’s
recoverable amount is the higher of the asset’s or cash-
generating unit’s value in use and its fair value less costs
of disposal, and is determined for an individual asset,
unless the asset does not generate cash inflows that are
largely independent of those from other assets or groups
of assets, in which case the recoverable amount is
determined for the cash-generating unit to which the
asset belongs.

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. 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. An
impairment loss is charged to the statement of profit or
loss in the period in which it arises in those expense
categories consistent with the function of the impaired
asset.

An assessment is made at the end of each reporting
period as to whether there is an indication that previously
recognised impairment losses may no longer exist or may
have decreased. If such an indication exists, the
recoverable amount is estimated. A previously recognised
impairment loss of an asset other than goodwill is reversed
only if there has been a change in the estimates used to
determine the recoverable amount of that asset, but not
to an amount higher than the carrying amount that would
have been determined (net of any depreciation/
amortisation) had no impairment loss been recognised for
the asset in prior years. A reversal of such an impairment
loss is credited to the statement of profit or loss in the
period in which it arises.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Related parties
A party is considered to be related to the Group if:

(a)

or

(b)

the party is a person or a close member of that
person’s family and that person:

(i)

(i)
(iii)

has control or joint control over the Group;

has significant influence over the Group; or

is a member of the key management personnel
of the Group or of a parent of the Group;

the party is an entity where any of the following
conditions applies:

(iii)

(iv)

(vi)

(vii)

(viii)

the entity and the Group are members of the
same group;

one entity is an associate or joint venture of
the other entity (or of a parent, subsidiary or
fellow subsidiary of the other entity);

the entity and the Group are joint ventures of
the same third party;

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

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

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

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

the entity, or any member of a group of which
it is a part, provides key management
personnel services to the Group or to the
parent of the Group.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Property, plant and equipment and depreciation
Property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses. The
cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and
location for its intended use. Expenditure incurred after
items of property, plant and equipment have been put
into operation, such as repairs and maintenance, is
normally charged to the statement of profit or loss in the
period in which it is incurred. In situations where the
recognition criteria are satisfied, the expenditure for a
major inspection is capitalised in the carrying amount of
the asset as a replacement. Where significant parts of
property, plant and equipment are required to be
replaced at intervals, the Group recognises such parts as
individual assets with specific useful lives and depreciates
them accordingly.

Depreciation is calculated on the straight-line basis to
write off the cost of each item of property, plant and
equipment to its residual value over its estimated useful
life. The principal annual rates used for this purpose are as
follows:

Leasehold improvements Over the shorter of 5 years or
the lease terms

Furniture and equipment 3 to 5 years

Motor vehicles 5 years

Where parts of an item of property, plant and equipment
have different useful lives, the cost of that item is allocated
on a reasonable basis among the parts and each part is
depreciated separately.

Residual values, useful lives and the depreciation method
are reviewed, and adjusted if appropriate, at least at each
financial year end.

Notes to the Financial Statements

A5 R AR BT =

31 December 2017
—+FE+=-A=+—H

23 RS BEBME®

ME - BERRKEUARFE
WE - BERRETIEAAERREAITE R
ERBERBRIIE - W% - BE&RXEEE
ZABREBABNEEEEZEFRR
MEXEFERAMEMEEABIREMELZ
EREEERRAN - W% - BERREEEB
FIGEFRMEEZ X H > NRERER
B —RRELSRERSRTHE - RE
RIGME 2 EAREHLBETEART AR
é%ﬁ@ﬁ%é%ﬁﬁ WE - WE KRR E
ZE MAOBREREE  ~SERKEBE
%E%Eﬁ%iTﬁ%i%Zﬂ%ﬁ?I
HEAEITE -

FEIRERYE  BEMREERB 2 s
A A A B AR EMEE AR E L RIERE
B UL BNAAZ EEFRMT :

HEMEKE hEHHEHFH
(A& ERE)

BRIA B2 3% =ERF

E hE

%% - BENRRERB TNREED 2 AIER
FHARE - RIFZIAR ARG EEES R
ETRES - MEFFD BEHIFE -

FrEE - AIMERFHRFETEEEIR
S RERARE TR MR (ER)

o

L*UiﬁfTﬁlﬁﬁEA A
+FFR 139



Notes to the Financial Statements
S R B 5

31 December 2017
—F—+HF+_-_A=+—H

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Property, plant and equipment and depreciation
(continued)
An item of property, plant and equipment including any
significant part initially recognised is derecognised upon
disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss on
disposal or retirement recognised in the statement of
profit or loss in the period the asset is derecognised is the
difference between the net sales proceeds and the
carrying amount of the relevant asset.

Intangible assets (other than goodwill)

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 period
end.

Technology platform

Technology platform is stated at cost less any impairment
losses and is amortised on the straight-line basis over its
estimated useful lives of 5 years.

Computer software and non-compete agreement

The computer software and non-compete agreement are
stated at cost less any impairment losses and are
amortised on the straight-line basis over their estimated
useful lives of 3 years.

Research and development costs
All research costs are charged to the statement of profit
or loss as incurred.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Operating leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted
for as operating leases. Where the Group is the lessee,
rentals payable under operating leases net of any
incentives received from the lessor are charged to the
statement of profit or loss on the straight-line basis over
the lease terms.

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as
financial assets at fair value through profit or loss, loans
and receivables, and available-for-sale financial
investments, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate. When
financial assets are recognised initially, they are measured
at fair value, plus transaction costs that are attributable to
the acquisition of the financial assets, except in the case
of financial assets recorded at fair value through profit or
loss.

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

The Group's financial assets include available-for-sale
financial assets, cash and cash equivalents, loan
receivable, trade receivables and deposits and other
receivables.

Subsequent measurement
The subsequent measurement of financial assets depends
on their classification as follows:
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Investments and other financial assets (continued)
Loans and receivables
Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. After initial measurement, such assets
are subsequently measured at amortised cost using the
effective interest rate method less any allowance for
impairment. Amortised cost is calculated by taking into
account any discount or premium on acquisition and
includes fees or costs that are an integral part of the
effective interest rate. The effective interest rate
amortisation is included in other income in the statement
of profit or loss. The loss arising from impairment is
recognised in the statement of profit or loss in finance
costs for loans and in other expenses for receivables.

Available-for-sale financial investments
Available-for-sale financial investments are non-derivative
financial assets in listed and unlisted equity investments
and debt securities. Equity investments classified as
available for sale are those which are neither classified as
held for trading nor designated as at fair value through
profit or loss. Debt securities in this category are those
which are intended to be held for an indefinite period of
time and which may be sold in response to needs for
liquidity or in response to changes in market conditions.

After initial recognition, available-for-sale financial
investments are subsequently measured at fair value, with
unrealised gains or losses recognised as other
comprehensive income in the available-for-sale
investment revaluation reserve until the investment is
derecognised, at which time the cumulative gain or loss is
recognised in the statement of profit or loss in other
income, or until the investment is determined to be
impaired, when the cumulative gain or loss is reclassified
from the available-for-sale investment revaluation reserve
to the statement of profit or loss in other gains or losses.
Interest and dividends earned whilst holding the available-
for-sale financial investments are reported as interest
income and dividend income, respectively and are
recognised in the statement of profit or loss as other

income.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments and other financial assets (continued)
Available-for-sale financial investments (continued)

When the fair value of unlisted equity investments cannot
be reliably measured because (a) the variability in the
range of reasonable fair value estimates is significant for
that investment or (b) the probabilities of the various
estimates within the range cannot be reasonably assessed
and used in estimating fair value, such investments are
stated at cost less any impairment losses.

The Group evaluates whether the ability and intention to
sell its available-for-sale financial assets in the near term
are still appropriate. When, in rare circumstances, the
Group is unable to trade these financial assets due to
inactive markets, the Group may elect to reclassify these
financial assets, if management has the ability and
intention to hold the assets for the foreseeable future or
until maturity.

For a financial asset reclassified from the available-for-sale
category, the fair value carrying amount at the date of
reclassification becomes its new amortised cost and any
previous gain or loss on that asset that has been
recognised in equity is amortised to profit or loss over the
remaining life of the investment using the effective
interest rate. Any difference between the new amortised
cost and the maturity amount is also amortised over the
remaining life of the asset using the effective interest rate.
If the asset is subsequently determined to be impaired,
then the amount recorded in equity is reclassified to the
statement of profit or loss.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Derecognition of financial assets
A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is
primarily derecognised (i.e., removed from the Group's
consolidated statement of financial position) when:

o the rights to receive cash flows from the asset have
expired; or

° the Group has transferred its rights to receive cash
flows from the asset or has assumed an obligation to
pay the received cash flows in full without material
delay to a third party under a “pass-through”
arrangement; and either (a) the Group has
transferred substantially all the risks and rewards of
the asset, or (b) the Group has neither transferred
nor retained substantially all the risks and rewards of
the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash
flows from an asset or has entered into a pass-through
arrangement, it evaluates if and to what extent it has
retained the risk and rewards of ownership of the asset.
When it has neither transferred nor retained substantially
all the risks and rewards of the asset nor transferred
control of the asset, the Group continues to recognise the
transferred asset to the extent of the Group's continuing
involvement. In that case, the Group also recognises an
associated liability. The transferred asset and the
associated liability are measured on a basis that reflects
the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum
amount of consideration that the Group could be required
to repay.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Impairment of financial assets

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial asset
or a group of financial assets is impaired. An impairment
exists if one or more events that occurred after the initial
recognition of the asset have an impact on the estimated
future cash flows of the financial asset or the group of
financial assets that can be reliably estimated. Evidence of
impairment may include indications that a debtor or a
group of debtors is experiencing significant financial
difficulty, default or delinquency in interest or principal
payments, the probability that they will enter bankruptcy
or other financial reorganisation and observable data
indicating that there is a measurable decrease in the
estimated future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group
first assesses whether impairment exists individually for
financial assets that are individually significant, or
collectively for financial assets that are not individually
significant. If the Group determines that no objective
evidence of impairment exists for an individually assessed
financial asset, whether significant or not, it includes the
asset in a group of financial assets with similar credit risk
characteristics and collectively assesses them for
impairment. Assets that are individually assessed for
impairment and for which an impairment loss is, or
continues to be, recognised are not included in a
collective assessment of impairment.

The amount of any impairment loss identified is measured
as the difference between the asset’s carrying amount and
the present value of estimated future cash flows (excluding
future credit losses that have not yet been incurred). The
present value of the estimated future cash flows is
discounted at the financial asset’s original effective
interest rate (i.e., the effective interest rate computed at
initial recognition).
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Impairment of financial assets (continued)
Financial assets carried at amortised cost (continued)
The carrying amount of the asset is reduced through the
use of an allowance account and the loss is recognised in
the statement of profit or loss. Interest income continues
to be accrued on the reduced carrying amount and is
accrued using the rate of interest used to discount the
future cash flows for the purpose of measuring the
impairment loss. Loans and receivables together with any
associated allowance are written off when there is no
realistic prospect of future recovery and all collateral has
been realised or has been transferred to the Group.

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an
event occurring after the impairment was recognised, the
previously recognised impairment loss is increased or
reduced by adjusting the allowance account. If a write-off
is later recovered, the recovery is credited to the
statement of profit or loss.

Available-for-sale financial investments

For available-for-sale financial investments, the Group
assesses at the end of each reporting period whether
there is objective evidence that the asset is impaired.
Objective evidence would include a significant or
prolonged decline in the fair value of an investment below
its cost.

If an available-for-sale financial asset is impaired, an
amount comprising the difference between its cost (net of
any principal payment and amortisation) and its current
fair value, less any impairment loss previously recognised
in the statement of profit or loss, is removed from other
comprehensive income and recognised in the statement
of profit or loss.

Impairment losses are reversed through the statement of
profit or loss if the subsequent increase in the fair value
can be objectively related to an event occurring after the
impairment loss was recognised in the statement of profit
or loss.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Impairment of financial assets (continued)
Available-for-sale financial investments (continued)
“Significant” is evaluated against the original cost of the
investment and “prolonged” against the period in which
the fair value has been below its original cost. The
determination of what is “significant” or “prolonged”
requires judgement. In making this judgement, the Group
evaluates, among other factors, the duration or extent to
which the fair value of an investment is less than its cost.

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as
financial liabilities at fair value through profit or loss, loans
and borrowings, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value
and, in the case of loans and borrowings, net of directly
attributable transaction costs.

The Group's financial liabilities include trade payables,
other payables and a loan from a director.

Subsequent measurement
The subsequent measurement of financial liabilities
depends on their classification as follows:

Loans and borrowings

After initial recognition, interest-bearing loans and
borrowings are subsequently measured at amortised cost,
using the effective interest rate method unless the effect
of discounting would be immaterial, in which case they are
stated at cost. Gains and losses are recognised in the
statement of profit or loss when the liabilities are
derecognised as well as through the effective interest rate
amortisation process.

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that
are an integral part of the effective interest rate. The
effective interest rate amortisation is included in finance
costs in the statement of profit or loss.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Financial liabilities (continued)
Financial guarantee contracts
Financial guarantee contracts issued by the Group are
those contracts that require a payment to be made to
reimburse the holder for a loss it incurs because the
specified debtor fails to make a payment when due in
accordance with the terms of a debt instrument. A
financial guarantee contract is recognised initially as a
liability at its fair value, adjusted for transaction costs that
are directly attributable to the issuance of the guarantee.
Subsequent to initial recognition, the Group measures the
financial guarantee contract at the higher of: (i) the
amount of the best estimate of the expenditure required
to settle the present obligation at the end of the reporting
period; and (ii) the amount initially recognised less, when
appropriate, cumulative amortisation.

Derecognition of financial liabilities
A financial liability is derecognised when the obligation
under the liability is discharged or cancelled, or expires.

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

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the
net amount is reported in the statement of financial
position if there is a currently enforceable legal right to
offset the recognised amounts and there is an intention to
settle on a net basis, or to realise the assets and settle the
liabilities simultaneously.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on the weighted
average basis. Net realisable value is based on estimated
selling price less any estimated costs to be incurred to
completion and disposal.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Cash and cash equivalents

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents comprise cash on hand
and demand deposits, and short term highly liquid
investments that are readily convertible into known
amounts of cash, are subject to an insignificant risk of
changes in value, and have a short maturity of generally
within three months when acquired, less bank overdrafts
which are repayable on demand and form an integral part
of the Group's cash management.

For the purpose of the consolidated statement of financial
position, cash and cash equivalents comprise cash on
hand and at banks, including term deposits, and assets
similar in nature to cash, which are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal
or constructive) has arisen as a result of a past event and it
is probable that a future outflow of resources will be
required to settle the obligation, provided that a reliable
estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the end
of the reporting period of the future expenditures
expected to be required to settle the obligation. The
increase in the discounted present value amount arising
from the passage of time is included in finance costs in
the statement of profit or loss.

Provisions for product warranties granted by the Group on
certain products are recognised based on sales volume
and past experience of the level of repairs and returns,
discounted to their present values as appropriate.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Income tax
Income tax comprises current and deferred tax. Income
tax relating to items recognised outside profit or loss is
recognised outside profit or loss, either in other
comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the
amount expected to be recovered from or paid to the
taxation authorities, based on tax rates (and tax laws) that
have been enacted or substantively enacted by the end
of the reporting period, taking into consideration
interpretations and practices prevailing in the countries in
which the Group operates.

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable
temporary differences, except:

o when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a
transaction that is not a business combination and,
at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

o in respect of taxable temporary differences associated
with investments in subsidiaries and a joint venture,
when the timing of the reversal of the temporary
differences can be controlled and it is probable that
the temporary differences will not reverse in the
foreseeable future.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Income tax (continued)

Deferred tax assets are recognised for all deductible
temporary differences, the carryforward of unused tax
credits and any unused tax losses. Deferred tax assets are
recognised to the extent that it is probable that taxable
profit will be available against which the deductible
temporary differences, the carryforward of unused tax
credits and unused tax losses can be utilised, except:

o when the deferred tax asset relating to the
deductible temporary differences arises from the
initial recognition of an asset or liability in a
transaction that is not a business combination and,
at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

o in respect of deductible temporary differences
associated with investments in subsidiaries and a
joint venture, deferred tax assets are only
recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable
future and taxable profit will be available against
which the temporary differences can be utilised.

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

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the period when the
asset is realised or the liability is settled, based on tax
rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Income tax (continued)
Deferred tax assets and deferred tax liabilities are offset if
and only if the Group has a legally enforceable right to set
off current tax assets and current tax liabilities and the
deferred tax assets and deferred tax liabilities relate to
income taxes levied by the same taxation authority on
either the same taxable entity or different taxable entities
which intend either to settle current tax liabilities and
assets on a net basis, or to realise the assets and settle the
liabilities simultaneously, in each future period in which
significant amounts of deferred tax liabilities or assets are
expected to be settled or recovered.

Government grants

Government grants are recognised at their fair value
where there is reasonable assurance that the grant will be
received and all attaching conditions will be complied
with. When the grant relates to an expense item, it is
recognised as income on a systematic basis over the
periods that the costs, which it is intended to compensate,
are expensed.

Revenue recognition

Revenue is recognised when it is probable that the
economic benefits will flow to the Group and when the
revenue can be measured reliably, on the following bases:

(@) Sales of merchandise is recognised when the
significant risks and rewards of ownership have been
transferred to the buyer, provided that the Group
maintains neither managerial involvement to the
degree usually associated with ownership, nor
effective control over the goods sold.

(b) Commission income from procurement services is
recognised when the underlying goods procured by
the Group are shipped.

(0 Income from the rendering of services,
reimbursement income from customers, handling
fee income, inspection and laboratory testing
income and advertising income are recognised
when the services are rendered.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Revenue recognition (continued)

(d)

Internet value-added services (“IVAS”) revenue

The Group generates revenue from IVAS. Revenue
from IVAS is generated from the Group’s online
social platform. Revenue is recognised when
persuasive evidence of an arrangement exists,
service has been rendered, the price is fixed or
determinable and collection is reasonably assured.
Revenue is deferred until these criteria are met as
described below.

The Group operates a virtual currency system, under
which, the users can directly purchase virtual
currency on mobile phone application (“APP") via
online payment systems provided by third parties
including payments using mobile phones, internet
debit/credit cards and other third party payment
systems. The virtual currency can be used to
purchase virtual items and virtual services on the
APP.

The Group creates and offers consumable and
durable virtual items to be used by users on the
Group's online social platform and other services,
which the Group operates and maintains. The virtual
items are sold to users at different specified prices
as predetermined by the Group. Users purchase
virtual items from the Group and present them to
other users for appreciation or consumption by
themselves, which provide users with recognised
status, such as priority speaking rights or special
symbols over a certain period of time on the APP.

Upon the sales of the virtual currency, the Group
typically has an implied obligation to provide
services to enable the virtual currency to be
consumed in the APP through the virtual items and
virtual services in the APP. As a result, the proceeds
received from sales of the virtual currency are initially
recorded as deferred revenue. The attributable
portion of the deferred revenue relating to values of
the virtual currency consumed is immediately or
ratably recognised as revenue only when the services
are rendered to the respective users.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Revenue recognition (continued)

(d) Internet value-added services (“IVAS”) revenue
(continued)
For the purposes of determining when services have
been provided to the respective users, the Group
has determined that consumable virtual items
represent items that are extinguished after being
consumed by the users, upon which revenue is
recognised (as a release from deferred revenue).
The Group has determined that durable virtual items
are distinguished over the time when the durable
virtual items are consumed by the users (e.g. when
the special symbols are displayed as the users’ APP).
Accordingly, the related revenue is recognised over
such consumption or display period.

(e) Interest income is recognised on an accrual basis
using the effective interest method by applying the
rate that exactly discounts the estimated future cash
receipts over the expected life of the financial
instrument to the net carrying amount of the
financial asset.

Share-based payments

The Company operates a share option scheme for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group's
operations. Employees (including directors) of the Group
receive remuneration in the form of share-based
payments, whereby employees render services as
consideration for equity instruments (“equity-settled
transactions”).

The cost of equity-settled transactions with employees for
grants after 29 August 2011 is measured by reference to
the fair value at the date at which they are granted. The
fair value is determined by an external valuer using a
Black-Scholes model, further details of which are given in
Note 27 to the financial statements.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Share-based payments (continued)

The cost of equity-settled transactions is recognised in
employee benefit expense, together with a corresponding
increase in equity, over the period in which the
performance and/or service conditions are fulfilled. The
cumulative expense recognised for equity-settled
transactions at the end of each reporting period until the
vesting date reflects the extent to which the vesting
period has expired and the Group's best estimate of the
number of equity instruments that will ultimately vest. The
charge or credit to the statement of profit or loss for a
period represents the movement in the cumulative
expense recognised as at the beginning and end of that
period.

Service and non-market performance conditions are not
taken into account when determining the grant date fair
value of awards, but the likelihood of the conditions being
met is assessed as part of the Group's best estimate of
the number of equity instruments that will ultimately vest.
Market performance conditions are reflected within the
grant date fair value. Any other conditions attached to an
award, but without an associated service requirement, are
considered to be non-vesting conditions. Non-vesting
conditions are reflected in the fair value of an award and
lead to an immediate expensing of an award unless there
are also service and/or performance conditions.

For awards that do not ultimately vest because non-
market performance and/or service conditions have not
been met, no expense is recognised. Where awards
include a market or non-vesting condition, the
transactions are treated as vesting irrespective of whether
the market or non-vesting condition is satisfied, provided
that all other performance and/or service conditions are
satisfied.

Where the terms of an equity-settled award are modified,
as a minimum an expense is recognised as if the terms
had not been modified, if the original terms of the award
are met. In addition, an expense is recognised for any
modification that increases the total fair value of the
share-based payments, or is otherwise beneficial to the
employee as measured at the date of modification.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Share-based payments (continued)
Where an equity-settled award is cancelled, it is treated as
if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised
immediately. This includes any award where non-vesting
conditions within the control of either the Group or the
employee are not met. However, if a new award is
substituted for the cancelled award, and is designated as
a replacement award on the date that it is granted, the
cancelled and new awards are treated as if they were a
modification of the original award, as described in the
previous paragraph.

The dilutive effect of outstanding options is reflected as
additional share dilution in the computation of earnings
per share.

Other employee benefits

(i)  Pension schemes
Defined contribution pension scheme
The Group operates a defined contribution
Mandatory Provident Fund retirement benefit
scheme (the "“MPF Scheme”) under the Mandatory
Provident Fund Schemes Ordinance, for those
employees who are eligible to participate in the
MPF Scheme. Contributions are made based on a
percentage of the employees’ basic salaries and are
charged to the statement of profit or loss as they
become payable in accordance with the rules of the
MPF Scheme. The assets of the MPF Scheme are
held separately from those of the Group in an
independently administered fund. The Group's
employer contributions vest fully with the employees
when contributed into the MPF Scheme.

The employees of the Group's subsidiaries which
operate in Mainland China and other overseas
countries are required to participate in the pension
scheme operated by the local municipal government.
Contributions are made based on the requirements
of the respective local municipal government, the
contributions are charged to the statement of profit
or loss as they become payable in accordance with
the rules of the central pension scheme.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Other employee benefits (continued)

(1)

Pension schemes (continued)

Defined benefit pension scheme

The Group operates a defined benefit pension plan,
which requires contributions to be made to a
separately administered fund, for those employees
who are eligible to participate in the scheme. The
cost of providing benefits under the defined benefit
plan is determined separately using the projected
unit credit valuation method.

Remeasurements arising from defined benefit
pension plans, comprising actuarial gains and losses,
the effect of the asset ceiling (excluding amounts
included in net interest on the net defined benefit
liability) and the return on plan assets (excluding
amounts included in net interest on the net defined
benefit liability), are recognised immediately in the
consolidated statement of financial position with a
corresponding debit or credit to retained profits
through other comprehensive income in the period
in which they occur. Remeasurements are not
reclassified to profit or loss in subsequent periods.

Past service costs are recognised in profit or loss at
the earlier of:

o the date of the plan amendment or curtailment;
and

o the date that the Group recognises restructuring-
related costs

Net interest is calculated by applying the discount
rate to the net defined benefit liability or asset. The
Group recognises the following changes in the net
defined benefit obligation under “administrative
expenses” in the consolidated statement of profit or
loss by function:

° service costs comprising current service
costs, past-service costs, gains and losses on

curtailments and non-routine settlements

o net interest expense or income
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Other employee benefits (continued)

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

(iii)  Termination benefits
Termination benefits are recognised at the earlier of
when the Group can no longer withdraw the offer of
those benefits and when the Group recognises
restructuring costs involving the payment of
termination benefits.

Dividends

Final dividends are recognised as a liability when they are
approved by the shareholders in a general meeting.
Proposed final dividends are disclosed in the notes to the
financial statements.

Interim dividends are simultaneously proposed and
declared, because the Company’s memorandum and
association and bye-laws grant the directors the authority
to declare interim dividends. Consequently, interim
dividends are recognised immediately as a liability when
they are proposed and declared.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Foreign currencies

These financial statements are presented in United States
dollars, which is the Company’s functional currency. Each
entity in the Group determines its own functional currency
and items included in the financial statements of each
entity are measured using that functional currency.
Foreign currency transactions recorded by the entities in
the Group are initially recorded using their respective
functional currency rates prevailing at the dates of the
transactions. Monetary assets and liabilities denominated
in foreign currencies are translated at the functional
currency rates of exchange ruling at the end of the
reporting period. Differences arising on settlement or
translation of monetary items are recognised in the
statement of profit or loss.

Differences arising on settlement or translation of
monetary items are recognised in the statement of profit
or loss with the exception of monetary items that are
designated as part of the hedge of the Group's net
investment of a foreign operation. These are recognised
in other comprehensive income until the net investment is
disposed of, at which time the cumulative amount is
reclassified to the statement of profit or loss. Tax charges
and credits attributable to exchange differences on those
monetary items are also recorded in other comprehensive
income.

Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated using
the exchange rates at the dates of the initial transactions.
Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the
date when the fair value was measured. The gain or loss
arising on translation of a non-monetary item measured at
fair value is treated in line with the recognition of the gain
or loss on change in fair value of the item (i.e., translation
difference on the item whose fair value gain or loss is
recognised in other comprehensive income or profit or
loss is also recognised in other comprehensive income or
profit or loss, respectively).
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Foreign currencies (continued)
The functional currencies of certain overseas subsidiaries
and a joint venture are currencies other than the Untied
States dollar. As at the end of the reporting period, the
assets and liabilities of these entities are translated into
United States dollars at the exchange rates prevailing at
the end of the reporting period and their statements of
profit or loss are translated into United States dollars at
the weighted average exchange rates for the year.

The resulting exchange differences are recognised in
other comprehensive income and accumulated in the
exchange fluctuation reserve. On disposal of a foreign
operation, the component of other comprehensive
income relating to that particular foreign operation is
recognised in the statement of profit or loss.

Any goodwill arising on the acquisition of a foreign
operation and any fair value adjustments to the carrying
amounts of assets and liabilities arising on acquisition are
treated as assets and liabilities of the foreign operation
and translated at the closing rate.

For the purpose of the consolidated statement of cash
flows, the cash flows of overseas subsidiaries are
translated into United States dollars at the exchange rates
ruling at the dates of the cash flows. Frequently recurring
cash flows of overseas subsidiaries which arise throughout
the year are translated into United States dollars at the
weighted average exchange rates for the year.
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES

The preparation of the Group’s financial statements
requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and their accompanying
disclosures, and the disclosure of contingent liabilities.
Uncertainty about these assumptions and estimates could
result in outcomes that could require a material
adjustment to the carrying amounts of the assets or
liabilities affected in the future.

Judgement

In the process of applying the Group’s accounting
policies, management has made the following judgement,
apart from those involving estimations, which has the most
significant effect on the amounts recognised in the
financial statements:

Accounting for companies governed under
contractual arrangements as subsidiaries

The Group's operation of online social platform business
is carried out through a domestic company, established
under the laws of the People’s Republic of China (the
“PRC"), namely % 3I| T7 %2 M & 12 f 2 B BR A &) (Loovee
Science and Technology Development Co. Ltd.*)
("Loovee Development”). Loovee Development holds
the necessary licenses and approvals to operate internet-
related businesses in the PRC.

The Company does not have any equity interest in Loovee
Development. The directors of the Company assessed
whether or not the Group has control over Loovee
Development based on whether the Group has the power
over Loovee Development, has rights to variable returns
from its involvement with Loovee Development and has
the ability to affect those returns through its power over
Loovee Development. After assessment, the directors of
the Company concluded that the Group has control over
Loovee Development as a result of the contractual
arrangements as detailed in note 38 and other measures.
Accordingly, the Group has consolidated the financial
information of Loovee Development and its subsidiaries in
the consolidated financial statements during the period.

*  For identification purpose only
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

Estimation uncertainty

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

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 the
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 units and also to
choose a suitable discount rate in order to calculate the
present value of those cash flows. The carrying amount of
goodwill at 31 December 2017 was US$68,531,000 (30
April 2017: US$26,373,000). More details are given in Note
13 to the financial statements.

Trade and other receivables

The Group's management determines the provision for
impairment of trade and other receivables based on an
assessment of the recoverability of the receivables. This
assessment is based on the credit history of its customers
and other debtors and the current market condition which
requires the use of judgements and estimates. When the
expectation on the recoverability of trade and other
receivables is different from the original estimates, such
difference will impact the carrying value of trade and other
receivables and impairment provisions in the periods in
which such estimate has been changed. Management
assesses the provision at the end of each reporting
period. The carrying amounts of trade receivables and
other receivables as at 31 December 2017 were
US$8,578,000 (30 April 2017: US$5,390,000) and
US$3,668,000 (30 April 2017: US$1,817,000), respectively.
More details are given in Notes 20 and 21 to the financial
statements.
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

Estimation uncertainty (continued)

Income tax and deferred tax

The Group is subject to income taxes in various
jurisdictions. Significant judgement is required in
determining the amount of the provision for tax and the
timing of payment of the related taxes. There are
transactions and calculations for which the ultimate tax
determination is uncertain during the ordinary course of
business. Where the final outcome of these matters is
different from the amounts that were initially recorded,
such differences will impact on the income tax and
deferred tax provisions in the periods in which such
determination is made. The carrying amount of deferred
tax assets as at 31 December 2017 was US$12,000 (30 April
2017: US$12,000). The carrying amount of tax payable as
at 31 December 2017 was US$2,487,000 (30 April 2017:
US$2,480,000).

Deferred tax assets are recognised for unused tax losses
carried forward to the extent that it is probable (i.e., more
likely than not) that future taxable profits will be available
against which the unused tax losses can be utilised, based
on all available evidence. Recognition primarily involves
judgement regarding the future performance of the
particular legal entity or tax group in which the deferred
tax asset has been recognised. A variety of other factors
are also evaluated in considering whether there is
convincing evidence that it is probable that some portions
or all of the deferred tax assets will ultimately be realised,
such as the existence of taxable temporary differences,
tax planning strategies and the periods in which estimated
tax losses can be utilised. The carrying amount of deferred
tax assets and related financial models and budgets are
reviewed at the end of each reporting period and to the
extent that there is insufficient convincing evidence that
sufficient taxable profits will be available within the
utilisation periods to allow utilisation of the tax losses
carried forward, the asset balance will be reduced and
charged to the statement of profit or loss.
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

Estimation uncertainty (continued)

Valuation of intangible assets arising from
business combination

During the eight months ended 31 December 2017, the
Group had completed the acquisition of Loovee. The fair
values of the intangible assets as at the date of business
acquisition were based on valuations performed by an
independent professional valuer. In estimating the fair
values of the intangible assets, significant judgement was
exercised by management in the preparation of the
discounted cash flows which require the estimation of key
assumptions and inputs including discount rates and
growth rates, which would affect the allocation of fair
values to the intangible assets acquired in the business
acquisition. Details of the acquisition are set out in Note

28(a).

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into
business units based on their nature of business and has
three reportable operating segments as follows:

(@) trading and supply chain management services
(Note);

(b) operation of online social platform; and
(c)  money lending business.

Management monitors the results of the Group's
operating segments separately for the purpose of making
decisions about resources allocation and performance
assessment. Segment performance is evaluated based on
reportable segment (loss)/profit, which is a measure of
adjusted (loss)/profit before tax. The adjusted (loss)/profit
before tax is measured consistently with the Group's (loss)
/profit before tax except that interest income, gain on
disposal of a subsidiary, expenses in relation to a
proposed acquisition, share of loss of a joint venture as
well as corporate and other unallocated expenses are
excluded from such measurement.

Intersegment sales and transfers are transacted with
reference to the selling prices used for sales made to third
parties at the then prevailing market prices.
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OPERATING SEGMENT INFORMATION 4. REFIWER®
(continued)
Note: Following the acquisition of the operation of online social platform Ms: : USRI ST A RAEENPEBEE

and the change in the internal structure of the Group, management
of the Group has decided to consolidate the segments of “Sales of
merchandise” and “Provision of services” into “Trading and supply
chain management services” considering that they are operated
under the same management team. The segment information for
earlier periods has been restated to conform with these changes.

% AEBEERERTH AMAEE] K RHR
Bl 2o Battn[BESREEBEERS] - 1t
DENEEAERA-—EEEKLE - REHH
ZOBRENCEAEHESMES -

Trading and
supply chain Operation
management of online Money
services social lending
(note) platform business Total
B R AE
T R rE@E
(Bt=E) HEXEA ERER &t
US$'000 US$'000 US$'000 US$'000
FER TER TER FTER
| | | | |
Eight months ended BE-E-tH
31 December 2017 +=H=+-—H
ENEA
Segment revenue: 2R
Revenue from REIREFZ
external customers g 63,682 14,750 95 78,527
Segment results TEEE (9,927) (65,981) 32 (75,876)
Interest income YA 9
Share of loss of a joint BiE—REERQTH
venture Z B8 (1)
Corporate and other rEREMRDE
unallocated expenses 5 (2,012)
Loss before tax W Fi R E 1R (77,880)
Income tax credit Fristi e 1,690
Loss for the period HAfE e (76,190)
Other segment information: ~ Hitt5E&EH :
Impairment losses on goodwill 7 &R EE 12 13,600 59,458 40 73,098
Amortisation of intangible assets 414 A # £ - 7,641 - 7,641
Depreciation e 111 98 - 209
Capital expenditures BEARRY 152 267 - 419
Impairment of trade receivables  JEWE Z R FRE 171 - - 171

BIREEBEBRAF
23 165
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4. OPERATING SEGMENT INFORMATION

(continued)

4.

gES\ER @

Trading and
supply chain
management Money
services lending
(note) business Total
B 5 Rt
HE IR
(FM5E) BER a&t
US$'000 US$'000 US$'000
FET F=ET FET

(Restated)

(7&=71))
| | | |
Year ended 30 April 2017 BE=-Z—t&

MA=+RHILEE

Segment revenue: EWRE
Revenue from REINREF 2

external customers W zs 90,242 228 90,470
Segment results PHEES 2,767 129 2,896
Interest income FEWA 16
Gain on disposal of a HE—KMBARZ

subsidiary W zs 62
Expenses in relation to a —IEEZWE

proposed acquisition 53 (638)
Corporate and other 13 RE MR DAL

unallocated expenses FAx (1,915)
Profit before tax B 75 A1 5 A 421
Income tax expense PS5 5 2 (167)
Profit for the year F & A 254
Other segment information: Hftt S EEHR :
Depreciation e 282 - 282
Capital expenditures BRI 138 — 138
Impairment of FEWE 5 BR FORE

trade receivables 155 - 155
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OPERATING SEGMENT INFORMATION

(continued)
Geographical information

(a)

(b)

Revenue from external customers

Notes to the Financial Statements
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31 December 2017
T tF+-A=+—H

4, REFFER (#)

13 3 R
(a) KEIREFEFSZ Wz

Eight months

ended

31 December Year ended

2017 30 April 2017

BZE HE

—2—tF —E—+F

+=A=+—H WMA=+H

IENEA IEFE

US$'000 US$'000

FER FET

(Restated)

(f=%))
| | | |

Australia M 25,296 34,939

North America 3= 19,183 28,221

PRC B 17,350 3,558

Africa FEM 10,383 16,995

Europe BOM 5,109 4,880

Others Hib 1,206 1,877

78,527 90,470

The revenue information above is based on the
location of the customers.

Non-current assets

il ER RIER P A2 o

(b) FRBEE

31 December

2017 30 April 2017

—E—+tF —ET—tF

+=HB=+-—8H MA=+H

US$'000 US$'000

FEx FET

(Restated)

(1eE7)
| | | |

PRC H 110,499 35

Hong Kong B 13,467 29,407

Others Hith 83 84

124,049 29,526

The non-current asset information above is based on
the location of assets and excludes an available-for-
sale financial asset and deferred tax assets.
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4. OPERATING SEGMENT INFORMATION 4.
(continued)
Information about major customers
Revenue from major customers, which individually
amounted to 10% or more of the Group's revenue, is set
out below:

gES\ER @

FRETEEFZER
KEEXREF (BR2RERPHAKE RS
10% 8 0A B) 2 W za k1 an T

Operating segment

Eight months

ended
31 December Year ended
2017 30 April 2017
BZE HE
—E—tF ZE—+F
+=—A=+—H MA=+H
ENEA IEFE
US$'000 US$'000
(note)
FEx FET
(M%)

Customer A Trading and supply chain
management services
EEA B 5 R EEEIRRY 24,298 34,449
Customer B Trading and supply chain
management services
EFB 85 MR E R RS 13,696 20,425
Customer C Trading and supply chain
management services
EFEC 85 MR E IR R 10,383 16,973
48,377 71,847

1 68 Daohe Global Group Limited
Annual Report 2017



Notes to the Financial Statements

REVENUE AND OTHER INCOME 5.
The Group's revenue represents the net invoiced value of
goods sold, after allowances for returns and trade
discounts; commission income, the value of services
rendered, revenue from operation of online social
platform and interest income from money lending
business.

An analysis of the Group's revenue and other income is as
follows:

A5 R AR BT =

31 December 2017
—T—tF+-H=1—H

Wzt K E A A

AEE WS TEE R EmBRE M E ST
MRZEZFE - WA - REREZE
B KEPLHRTFE2BBEREREBZ
FEHA -

B 7 et M EMBAZ DT

Eight months
ended

31 December Year ended
2017 30 April 2017
BZE H=
—E—tF T+
+=ZA=+—H MA=+H
IENEA WFE
USs$'000 US$'000
FEn FET
. | | | |
Revenue U =
Sales of merchandise Gk 55,206 78,824
Commission income Al 8,474 11,409
IVAS revenue B B AL E AR IS U 10,395 =
Advertising and other services income BE REMmAREWIA 4,357 9
Interest income from money BRER
lending business FEU A 95 228
78,527 90,470
Other income Hawg A
Bank interest income RITHI B UA 9 16
Reimbursement income from customers R EXF ZERIA 1 4
Handling fee income FEEWA 81 83
Inspecting and laboratory test income W5 M E BRI A 72 100
Others HAih 380 85
543 288

BIREEBEBRAF
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Notes to the Financial Statements

SRR M T
31 December 2017

—T—+Ft+-HA=+—H

6. (LOSS)/PROFIT BEFORE TAX

6.

The Group's (loss)/profit before tax is arrived at after

charging/(crediting):

BRBLAT (B518),EF
ASEE 2 BRBAT (R, R TR GGt
A)ATERA :

Eight months

ended
31 December Year ended
2017 30 April 2017
BZE HE
—E—+tF —ET—tF
+t=A=t+—~H MA=+H
EN{EA IEFE
Note US$'000 US$'000
Ff3 FEx FET
I Y R Y
Cost of inventories sold* BEFEZKRA* 48,416 68,636
Cost of services provided* EIRHARTE Z B A * 11,866 215
Depreciation e 12 209 282
Amortisation of intangible assets A 14 7,641 -
Research and development costs*: BB A * :
Current year expenditure REERET 1,149 -
Minimum lease payments under KEHE THREMRSMNRK
operating leases:
Furniture and equipment IV ET 372 92
Office premises and staff quarters  WAZEEMLETHES 1,595 2,054
1,967 2,146
Auditor’s remuneration ZEED N 5 457 292
Employee benefit expense BERAMAX
(including directors’ (BEESH
remuneration — Note 7): - BWEE7)
Salaries, bonuses and allowances T~ B4 NMJEBRL 9,501 12,500
Staff welfare and benefits BT aA LEut 1,024 1,341
Pension scheme contributions” RN FT SR
— defined contribution scheme —- FREFGTE 229 393
— defined benefit plans - EREEAIF S 25 12 16
10,766 14,250
Equity-settled share option expense LAPRHES: {2 BE IR HE & 94 142
Foreign exchange differences, net [ ¥ = %8548 (173) 95
Impairment losses on goodwill EEREEE 13 73,098 -
Impairment of trade receivables FEWE 5 ERFURE 20 171 155
Write-down of inventories T B HOR 78 =
Gain on disposal of property, HEME - WFEM&
plant and equipment pa & (22) (4)
Gain on disposal of a subsidiary HE—XRWEA Rz WS 29 - (62)
Expenses in relation to a — Bk EEE
proposed acquisition ZHX - 638
& Included in cost of sales in the consolidated statement of profit or SFASREBRRER ZEHEKAR -
loss.
A At 31 December 2017, the Group had no material forfeited R-ZT—+EFE+-_HA=+—H AEEIESEA

contributions available to reduce its contributions to the pension
schemes in future years (30 April 2017: Nil).

170 Daohe Global Group Limited
Annual Report 2017

EOR YRR 2 5 B AT IR R R (= F
—tFHA=TH: &) -



DIRECTORS’ REMUNERATION

Directors’ remuneration for the period, disclosed pursuant
to the Listing Rules, section 383(1)(a), (b), (c) and (f) of the
Hong Kong Companies Ordinance and Part 2 of the
Companies (Disclosure of Information about Benefits of
Directors) Regulation, is as follows:

Notes to the Financial Statements

B RS R R M 5T
31 December 2017
Ny Eas
7. EEHMH

NEAEBIE EmAEE - BB RAEH S
383(1)(@) ~ (b) ~ (@ R MIEA R A GEI(HKEEE
ENZER)ROIE 25 ETHBECESH

BHZA T -

Eight months

ended

31 December Year ended

2017 30 April 2017

BE HE

—E—tF —E—tF

+=HA=+-—8” MA=+H

IENEA WFE

USs$'000 USs$'000

Group AEH FER FET
. /| | |

Fees ke 176 176

Other emoluments: EH &

Salaries, allowances and benefits in kind ﬁitﬁ/i\ AL R BRI 910 1,225

Pension scheme contributions RIKEEHEIH R 49 93

959 1,318

Total #Et 1,135 1,494
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31 December 2017
—T—+Ft+-HA=+—H

7. DIRECTORS' REMUNERATION (continued) 7. EEHFMeE
The emoluments of each director are set out below: BEZEZ NS EHY 0T :
I Y Y I D Y
Salaries,
allowances Performance Pension
and benefits related scheme Total
Fees in kind bonus contributions remuneration
e RER RESH  BHRETE
ik ENFR LA 5k BEHEH
BE-Z-+tF% UsS$'000 Us$'000 Us$'000 US$'000 Us$'000
Eight months ended +=A=+-AH
31 December 2017 ENER T£x TER TER TEn TERn
] | | | | | |
Executive Directors: BTES:
ZHANG Qi KE - 125 - 10 135
WONG Hing Lin, Dennis BEF - 386 320 39 745
ZHANG Jifeng (i) RAEE () - 57 - - 57
TSANG Chun Ho Anthony LER
(also known as Zichen) (ii) (TRBATR) (i) - 22 - - 22

Non-executive Director: FHITES :
ZHOU Xijian AxE 103 - - _ 103

Independent non-executive BIFHTEE

Directors:

WANG Arthur Minshiang T 31 - - - 31
LAU Shu Yan St 21 - - - 21
ZHANG Huijun REE 21 - - - 21

176 590 320 49 1,135
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Notes to the Financial Statements
Sl R 5

31 December 2017
—T—tF+-H=1—H

DIRECTORS’ REMUNERATION (continued) 7. EEHM@w
I Y D D D R
Salaries,
allowances Performance Pension
and benefits related scheme Total
Fees in kind bonus contributions remuneration
e RER RE#H  BHRETE
e ENFR A (E3 B
BE-Z-+t#§ US$'000 Us$'000 US$'000 US$'000 US$'000
Year ended 30 April 2017 MA=+HLEE FET TER FET FER TR
| | | | | | |
Executive Directors: HITES:
ZHANG Qi RE - 46 - 5 51
WONG Hing Lin, Dennis BEF - 558 - 56 614
HWANG Hau-zen, Basil (i)~ E/&7 (iii) = 563 = 31 594
ZHANG Jifeng (i) SRAEIE () - 28 - - 28
ZHANG Li (iv) oK F (iv) - 30 - 1 31

Non-executive Director: FHTEE !
ZHOU Xijian B#&R 46 = = = 46

Independent non-executive BYFHTES :

Directors:
WANG Arthur Minshiang Eaigsd 45 = = = 45
LAU Shu Yan (v) 2181 A (v) 9 = = =
ZHANG Huijun (v) REE(v) 9 - - -
TSE Hau Yin, Aloysius (vi) FHELT(vi) 36 = = = 36
WONG Chak Keung (vii) 25 (vii) 14 - = - 14
HENG Victor Ja Wei (viii) TR 4 (viii) 16 - - - 16
Jakob Jacobus Koert Jakob Jacobus Koert

TULLENERS (ix) TULLENERS (ix) 1 - - - 1

176 1,225 - 93 1,494
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31 December 2017
—F—+HF+_-_A=+—H

7. DIRECTORS’' REMUNERATION (continued)

Notes:

@

(i)

(iii)

(iv)

(vi)

(vii)

(viii)

(ix)

Appointed on 11 January 2017 and resigned on 14 December 2017.
The amount above includes only his remuneration during his tenure
as a director.

Appointed on 14 December 2017 and resigned on 23 March 2018.
The amount above includes only his remuneration from date of
employment to 31 December 2017.

Resigned on 11 January 2017 and remained as an employee of the
Group until 27 January 2017. The amounts above include his
remuneration and compensation during his tenure as a director and
an employee of the Group.

Appointed on 8 April 2016 and resigned on 12 July 2016. The
amount above includes only his remuneration during his tenure as a
director.

Appointed on 11 January 2017. The amount above includes only his
remuneration during his tenure as a director.

Resigned on 21 December 2016. The amount above includes only
his remuneration during his tenure as a director.

Appointed on 1 November 2015 and resigned on 11 August 2016.
The amount above includes only his remuneration during his tenure
as a director.

Appointed on 11 August 2016 and resigned on 11 January 2017.

Ceased to act as a director on 5 May 2016. The amount above
includes only his remuneration during his tenure as a director.

There was no arrangement under which a director waived

or agreed to waive any remuneration during the period
(year ended 30 April 2017: Nil).

During the eight months ended 31 December 2017, no

emolument was paid to or receivable by any of the

directors as an inducement to join or upon joining the

Group or as compensation for loss of office as a director

of any member of the Group or of any other office in

connection with the management of the Group (year
ended 30 April 2017: Nil).
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(i)

(vi)

(vii)

(viii)

(ix)

R-E—tF-A+—HEZE IR=_F—+
FH-ATMARE- - LS BEEREREEE
EHRZHM

RZE—tF+ AT HAERE IR_F
—NFZRA-+=ZHRE - LREREREHRE
EBE_Z—+F+_A=1+—HIEZHM -

R-ZB—tF—A+—B#E  AREREFEE
HE-ZT—tHF—-A-+tBik- LleERE
REEASEES R (ES B H R E -

RZBE-—REEANBERE  URZF—XRF
tHA+-HERE - LS BEEREREFESEH
M -

RZZB—+F-—A+—BEZRE- - LeHER
ERETEFHHZHM

RZB—RE+-A-+—BEBE- L ewHEE
BRERETESHREZHFMH -

RIZ—AF+—A—BEZE IR-T—X
FNA+—BEE  LRCREREREFES
HARR 2 B o

R-E-—ARFENA+T-AEZRE IR=_F—+
F—At—BRE-

RZZF-—RFAAABETHETESZ - LS8
EEERETESHR 2 FMH -

HAMEBEEENELARERETAMS 2L
HEE-ZTFUA=THLFE : #) -

REBEE-_FT—tHF+t_-_A=+—HLNE
A YEAEAES RN ERE
NS IR AN SR B 2 2R - SHAERASE
BIAKEARICESHBERAREEEE
ZAEMEMBL BREE(BRE-F—t
FOA=THILFE: £&)-



8.

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the period
included one (year ended 30 April 2017: two) director
details of whose remuneration are set out in Note 7
above. Details of the remuneration for the period of the
remaining four (year ended 30 April 2017: three) highest
paid employees who are neither a director nor chief
executive of the Company are as follows:

Notes to the Financial Statements

B RS R R M 5T

31 December 2017

—EFt-A=+—A
huEESEFHEMES

HRNAuEsFHESEE —L(BE=-F
—tFHA=TALFE - ML)EF  H
N IREN EXXPIET - B - B
(BE-FT—tHFWA=THLFE : =f1)
FARRESFHITRAH 2 ERFTHES 2
HENFIST -

| | |
Eight months
ended
31 December Year ended
2017 30 April 2017
BZE HE
—E—tF —T—tF
+=HA=+—H WME=+H
1IE {8 A WFE
Us$'000 US$'000
FEx FET
| | | |
Salaries, allowances and benefits in kind %% - JZ8E & EWHES 628 708
Performance related bonuses RIBHTEAT 41 100
Pension scheme contributions RS2 R 8 9
677 817

The number of non-director and non-chief-executive
highest paid employees whose remuneration fell within
the following bands presented in Hong Kong dollars
("HKS$") is as follows:

FEERFTRAR  ERHMES AET
(B2 2HHMBUATEHE 2 AZ0M
T

Number of employees
BALS

Eight months
ended

31 December Year ended
2017 30 April 2017
BZE HE
—E2—tF —ET—+F
+=H=+—8” MA=+H
IENEA \FFE
. | | ]
HK$1,000,001 to HK$1,500,000 1,000,001 /& 7T £ 1,500,000 7% 7T
(equwalent to US$1 28 535 to (tHZ/ 128,535 L&
US$192,801) 192,801 %&7T) 3 -
HK$1,500,001 to HK$2,000,000 1,500,001 7 7T & 2,000,000 7 7T
(equivalent to US$192,802 to (FHER 192,802F L E
US$257,069) 257,069 % 1) 1 1
HK$2,000,001 to HK$3,000,000 2,000,001 % 7T 2 3,000,000 7T
(equwalent to US$257,070 to (tHHZEM 257,070 E
US$385,604) 385,604 37T) 0 2
4 3

During the eight months ended 31 December 2017, no
emolument was paid to or received by any of the five
highest paid employees as an inducement to join or upon
joining the Group or as compensation for loss of office in
connection with the management of the affairs of the
Group (year ended 30 April 2017: Nil).

BE_Z—tHF+_A=t—HBIL/\EA -
BB A EA D& HBE R XN R A RE
WA BN & E R B SR I BB AN SR BB 2
BE) XMERBERAREEHEEB 2B
BAEEE_ T LtFOA=THILFE:
&) -
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31 December 2017
—T—+Ft+-HA=+—H

9. INCOME TAX (CREDIT)/EXPENSE
Hong Kong profits tax has been provided at the rate of
16.5% (year ended 30 April 2017: 16.5%) on the estimated
assessable profits arising in Hong Kong during the period.
Taxes on profits assessable outside Hong Kong have been
calculated at the rates of tax prevailing in the jurisdiction
in which the Group operates.

9.

Frissi (%) Bix
EANGHRIBRBAARBAEE Z(A5HE
R M IE165% (B E—_F—LFMA
=THIEFE 165%) 2 HRAERE - F
7B LASINIE 2 & SR A AR B RIR B AR SR
BEMERDAER CRITHENE -

Eight months

ended
31 December Year ended
2017 30 April 2017
—B—t& —E—+F
+=A=+—H MA=+H
IEN@EA IEFE
US$'000 Us$'000
FEx FET
| | | |
Current BNER
- Hong Kong -BB 190 153
— Outside Hong Kong — BB AR 50 49
Net overprovision in prior years BAFEHBERE TR (37) (33)
Deferred (Note 17) IRIE (BI=E17) (1,893) @
Total tax (credit)/expense for B FEHREGRR),S
the period/year Fisx 42 %E (1,690) 167

A reconciliation of the tax (credit)/expense applicable to
(loss)/profit before tax at the statutory rates for the
jurisdictions in which the Company and the majority of its
subsidiaries are domiciled to the tax (credit)/expense at
the effective tax rates are as follows:

EARNEARBIRERL Y E AR AER
EREBEER KA E 2 BBiAT (BEB), 87
ZHEBE(ER) X ERERR KRG E 2
H(E %),/ P < HIRMT

Eight months

ended
31 December Year ended
2017 30 April 2017
BZE Bz
—E—+tF —E—+t5F
t=A=t+—H mMA=+H
FEN@EA IEFE
US$'000 Us$'000
FERx FET
1 Y Y
(Loss)/profit before tax KA En (EE) A (77,880) 421
Tax at the statutory tax rates BEEMETE 2 fH1E (12,718) 69
Adjustments in respect of current tax BT B BN B 1R 2 F B
of previous periods (37) (33)
Effect of different rates for companies ~ FE M A RER FTAS &
operating in other jurisdictions ARRERATRBRE & (585) 71
Income not subject to tax BERBUA (1,117) (1,190)
Expenses not deductible for tax NE 1 12,558 1,255
Tax losses utilised from previous periods ) 3 i@+ HifE 2 Fi I8 E5 12 (23) (60)
Tax losses not recognised REER 2 FIBEE 228 37
Others EHfth 4 18
Tax (credit)/expense for the period/year HARE,FEFIE (K®R), Bk (1,690) 167
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10.

INCOME TAX (CREDIT)/EXPENSE (continued)

At the date of this report, the Group received protective
assessments amounting to approximately HK$188,000,000
(equivalent to US$24,165,000) from the Inland Revenue
Department in Hong Kong (the "IRD") in respect of
queries on the modus operandi of the Group and the
chargeability of the profits for the years of assessment
from 2003/2004 to 2011/2012 (the “Case”). Objections
have been lodged by the Group against the protective
assessments. In addition, Tax Reserve Certificates
amounting to HK$5,250,000 (equivalent to US$675,000)
have been purchased by two subsidiaries of the Company
in pursuit of the holdover of tax demanded under
protective assessments for these years.

The Group submitted a settlement proposal as part of
negotiation with the IRD in relation to the Case in April
2015. Subsequent to the submission to the IRD with the
assistance of an external tax specialist, the Group kept
close dialogue with the IRD and understood that the IRD
required additional evidence from the Group to further
assess the tax position. As at the date of these financial
statements, the Case was still under negotiation with the
IRD. Despite the unknown outcome, the Group is of the
view that sufficient tax provisions have been made in the
financial statements based on the information available.

(LOSS)/EARNINGS PER SHARE

The calculation of the basic (loss)/earnings per share
amounts is based on the (loss)/profit for the period/year
attributable to owners of the Company, and the weighted
average number of ordinary shares in issue during the
period/year, after taking into account the Share
Subdivision (as defined in note 26(c)) of the Company.

The Group had no dilutive potential ordinary shares in
issue for the period/year.

Notes to the Financial Statements

9.

10.

A5 R AR BT =

31 December 2017
—T—tF+-H=1—H

Fr8f &), BX @

RARERR  AEEEHEBRAEER =
EE= /—EENEFE-E—— T ——
FHHFEEERAN LR B RERE
EEEEMER(HRER ) REMEFTHL
188,000,000 7% 7T ( 18 55 724,165,000 3 7T )
(TRHED - AEEERREETHIZHR
oo AN RRBMKRHT B R B E SLE &M
ML EFERBEEFFMBIMCRAEE
f&1{& 5,250,000 7 7T (FHZEH 675,000%7T) 2
RS o

R-T—AFMOA  AEERRFRARED
RRX—IAMELRESERB B2 — &
FEINEHEER < BB T ARG ERER
% AEEERERBRFBDEE XL
ARG RRENAEEESEZERIA
#E—FREBRBARN - RUEFMBHREA
B REDEERBRERT - BEES
DA - EARERRERBEMESENNY
BRERAELTTRHIARERE -

=
HE
TR

SR (E8) &EF

BREX(BR),/ BANIRERARES A
R, FE(BR) EANEEFRE
BOTEBRZMETFOEE - YEFRA
RALZ A 7 AR (E & BLHTE26(c)) -

B/ R AEETESRTAEEENE
A -

BRRFEEARAR 177
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31 December 2017
—T—+Ft+-HA=+—H

10. (LOSS)/EARNINGS PER SHARE (continued)

The calculation of the basic and diluted (loss)/earnings per
share is based on:

10.

SR (EE) B @
FRRERREE (FE), /B TR E A TS
Bt

|
Eight months
ended
31 December Year ended
2017 30 April 2017
8= H=E
—E—tF —T—tF
+=A=+—H MA=+H
IENEA WFE
(Restated)
(g&&=75)

(Loss)/earnings (58) 23R
(Loss)/profit attributable to owners of the N2 BI#EA A FE(L

Company (US$'000) (E518), &= H (F%=T) (76,187) 290
Weighted average number of EERZ MEFEEH

ordinary shares
Weighted average number of ordinary ~ Hi /FRAE 217w~

shares in issue during the period/year  hn#eFi5 & (FA%) (HfaE)

('000) (Note) 1,452,654 1,059,593

Note:

The weighted average number of ordinary shares in issue during the year
ended 30 April 2017 was adjusted for the effect of Share Subdivision (as
defined in note 26(c)) of the Company.

11. DIVIDEND 11.

Kt -

BEZT—tHFNA=+HILFEZBETERRMNE
FHHERARR Z RO GEE LM FE26(0) W E
{EH TR -

@<\

Eight months

ended
31 December Year ended
2017 30 April 2017
BZE HZE
—E—t5F —T—+tF
+=A=+-—H mA=+H
IENEA IEFE
US$’'000 Us$'000
FEx FET

Interim, paid, of Nil EfTRHRE : &
(year ended 30 April 2017:
0.46 HK cent per ordinary share)

(Note)

IEFE  BRE R
0.4678l) (K1zE)

(BHzE2—Z—+tFWmA=

+A

626

The directors do not recommend the payment of a final
dividend for the eight months ended 31 December 2017.

Note:

Dividend for the year ended 30 April 2017 was adjusted for the effect of
Share Subdivision (as defined in note 26(c)) of the Company.
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12. PROPERTY, PLANT AND EQUIPMENT

Notes to the Financial Statements

Leasehold
improvements
HENERE
US$'000
TER

Furniture and
equipment
BRRRE

US$'000

S

B 15 4R

KM

31 December 2017

12. ¥1% - BERRE

Motor
vehicles
e
US$'000
FER

—F—tEt+-A=t+-H

Total
At
US$'000
FE7

31 December 2017

At 1 May 2017:

—$-tF+=A=t-A
RoF—FEAR:

Cost KA 1,876 2,191 364 4,431

Accumulated depreciation 2:E (1,862) (1,936) (364) (4,162)

Net carrying amount REFE 14 255 - 269
At 1 May 2017, net of RZE—+FRA-R"

accumulated depreciation Nk 2T E 14 255 - 269
Acquisition of subsidiaries (Note 28(a)  UEEMTE 2 7] (i5E 28(a)) 16 66 29 m
Additions NE 222 107 90 419
Disposals & - 3) - 3)
Depreciation provided during KEfREE

the period e (70) (118) (21) (209)
Exchange realignment [ 2 5 1 8
At 31 December 2017, net of R-E—t&+-f=1+—H"

accumulated depreciation Nk E:HTE 184 312 99 595
At 31 December 2017: R-Z—+&+-_A=+-H:

Cost B 2121 2,258 434 4,813

Accumulated depreciation e (1,937) (1,946) (335) (4,218)

Net carrying amount RERE 184 312 99 595
30 April 2017 “E-t¥mA=+H
At 1 May 2016: RZE—"ERA-H:

Cost XA 2,058 3,750 367 6,175

Accumulated depreciation 2:E (1,954) (3,457) (348) (5,759)

Net carrying amount REFE 104 293 19 416
At 1 May 2016, net of R-ZE—RERA—8 "

accumulated depreciation MREGE 104 293 19 416
Additions NE 17 121 = 138
Disposals e = (1) = (1)
Depreciation provided during the year R [E BEITE (108) (156) (18) (282)
Exchange realignment [E i 1 W] (1) 2
At 30 April 2017, net of RZE—tEMNA=TH"

accumulated depreciation MREE 14 255 = 269
At 30 April 2017: R-F—+FMA=1A :

Cost B 1,876 2,191 364 4,431

Accumulated depreciation e (1,862) (1,936) (364) 4.162)

Net carrying amount ERTE 14 255 = 269

BMRKEEE

—ET—+F

AR
23179
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BTSRRI At

31 December 2017

The recoverable amounts of the cash-generating units
have been determined based on value in use calculation
using cash flow projections based on financial budgets
approved by senior management. There are a number of
assumptions and estimates involved in the preparation of
cash flow projections for the period covered by the
approved budget. Key assumptions include the expected
growth in revenue and gross margin, timing of future
capital expenditures, long term growth rates and selection
of discount rates. Management prepares the financial
budgets reflecting actual and prior year performance and
market development expectations. Judgement is required
to determine the key assumptions adopted in the cash
flow projections and changes to key assumptions can
significantly affect these cash flow projections. The
discount rates applied to the cash flow projections for
trading and supply chain management services, operation
of online social platform and others are 12% (30 April
2017: 11%), 28% (30 April 2017: nil) and 10% (30 April 2017:
10%), respectively. The estimated growth rates used to
extrapolate the cash flows projections for trading and
supply chain management services, operation of online
social platform and others beyond the five-year period are
0% (30 April 2017: 3%), 2.6% (30 April 2017: nil) and 0% (30
April 2017: 0%), respectively.
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13. GOODWILL 13. B
/! | |
31 December 30 April
2017 2017
—E—+tF —T—tF
+=A=+-A8 mA=+H
US$’'000 US$'000
FER FET
1 e Y I
At 1 May, net of accumulated impairment WFE A —H @ Mk 2TRE1E 26,373 26,857
Acquisitions of subsidiaries (Note 28) W B b & |l (97T 28) 110,297 40
Disposal of a subsidiary (Note 29) HE—KWEB AR (FE29) - (524)
Impairment during the period/year R FERE (73,098) -
Exchange realignment FE H A 2L 4,959 =
At 31 December/30 April, net of R+—A=+—8/
accumulated impairment MA=+H - MERRFRE 68,531 26,373
At 31 December/30 April: R+—A=+—8/
MA=+H:
Cost X AN 150,123 34,867
Accumulated impairment KERE (81,592) (8,494)
Net carrying amount BT FE 68,531 26,373
Impairment testing of goodwill Eﬁ%ﬂﬁﬁ;ﬂﬁiﬁ
Goodwill has been allocated to the following cash- HEDODE 2 N5IR & E £ EMIERESR
generating units for impairment testing: i
o Trading and supply chain management services; B MM EEEIER ;
o Operation of online social platform; and ° JEM EHRTFEES D &
o Others D HAih

ﬁ@%iﬁﬁZﬂW@@%ﬁﬁ%ﬁﬁ%E
BET  mEARBEINLS maﬁﬁﬁ&z
aﬁﬁ&j@\:@:?ﬁﬁﬁ Iﬁ%/mg?a ElJ Eﬁﬁﬁv%«
m&%%ﬂ%@%Zﬁ%ﬁ%@%&ﬁ&k
2BRELMGE - EEBRBBIEREREFE
ZHEEEE AREAAX Z2HREE - BH
WEERRKAIFE R 7#E - SBERENRB
ERRAEFERRRMIGRREH W
fﬁ g o ﬁ#ifﬁf/mi?g\mjﬁﬁ%}ﬁﬁZEEKTEX
REETBEHHE - MEBRRZ2EEEZ
SHEREBAEEATE - EF R HERE
EERE  MAB IR TAREMY BE
MERAMKAMBEERS R A12%(ZF
—+FEMA=+H:11%) * 28% (=T —+
FMA=+H: 8E)R10%(—ZE—+F/MA
=18 :10%) c A A FHUINE 5 R Ht
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13. GOODWILL (continued)

During the eight months ended 31 December 2017, the
Group recognised impairment losses of US$13,600,000,
US$59,458,000 and US$40,000 in connection with goodwill
allocated to the cash-generating units of trading and
supply chain management services, operation of online
social platform and others, respectively, since the values
in use of the cash-generating units were below their
respective carrying amounts. The impairment losses were
made based on the results of impairment tests for the
goodwill using their values in use in accordance with
HKAS 36. The impairment loss of US$59,458,000 in
connection with the goodwill arising from the acquisition
of the online social platform was mainly resulted from the
increase in fair value of the 150,000,000 shares of the
Company allotted and issued as part of the consideration

Notes to the Financial Statements

LY P ey

31 December 2017
—EFt-A=+—A

13. ﬁ;(é

HE_T—+tF+-_A=+—HLEN@AA -
$%@ﬁ TEEEE S RIEEHEERY - &
ER AR FEaREMZREEEBNZE
& 1 ROF A B 18 o 513,600,000 T
59,458,000 7t % 40,000 7t * JIHRIR &
ELBNZEREERRESBZEREE -
BWEBBDERBEE S ERE 365
FREABEFEZHERENAERME
e BMEE FH R FEEEZEEERZ
Wﬁréﬁ%s«?%sooo%ﬁzzzﬁ?;l#w*{

a) FTFFillfE RN RN E 2o MAicEE
&%éﬁ 2 150,000,000 A% AX A ] Hx Tﬁ R 8
ERBEEH—_E—+F_A-+—HBERK
BEETKBEBH - —+tFA—RHZAF
BN -

for the acquisition, from the date of the related share
purchase agreement dated 21 February 2017 to the
completion date of the acquisition on 1 June 2017 as
detailed in note 28(a).

The carrying amount of goodwill allocated to each of the ﬁ}@ﬂ EHSEABMNZEEERMEN
cash-generating units is as follows:

—,|

Trading and supply chain Operation of online
management services social platform Others Total
EARUREEERY HE e H ait
31 December 30 Aprl 31 December 30Aprl - 31 December 30April 31 December 30 April
2017 017 2017 2017 2017 2017 2017 2017

I3-tE 3 4F Bt “F{F CE-tE 3 4F IF-tE CF4F
t2B=t-8  WA=TR fZA=t-R  [EAZtH tZR=t-B  MA=tH fZA=t-R  EA=ZtH
155000 US$1000 US§'000 US$1000 Us$000 US000 56000 US$1000

Gooawill HE 12,733 2,333 55,798 - - L) 68,531 2373

%DLRIT%@%‘EA A 181

=
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14. OTHER INTANGIBLE ASSETS 14. HthBL&EE
Technology  Non-compete Computer
platform agreement software Total
BTa THEhE ElEH ait
US$'000 US$'000 US$'000 US$'000
TEn TEn TR TR
I ——
31 December 2017 “B-tFf+ZA=1-A
Acquisition of subsidiaries (Note 28(a)) W B R) (R 28(a)) 52,900 6,700 89 59,689
Amortisation provided during the period MR ERE (6,296) (1,327) (18) (7,641)
Exchange realignment 5 A% 2,252 261 4 2,517
At 31 December 2017 RZE—+F+-A=1-H 48,856 5,634 75 54,565
At 31 December 2017; RZB—tF+ZA=1-H:
Cost KA 55,152 6,961 93 62,206
Accumulated amortisation e i (6,296) (1,327) (18) (7,641)
Net carrying amount EmEE 48,856 5,634 75 54,565
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15. AVAILABLE-FOR-SALE FINANCIAL ASSETS

Notes to the Financial Statements

A5 R AR BT =

31 December 2017
T tF+-A=+—H

15. AIftHESRMEE

31 December 30 April
2017 2017
—E—+tF —E—+F
+=ZBA=+—H mMA=+H
Note US$'000 US$'000
B aE FEx FET
| | | | |
Non-current: JERE
Club membership, at fair value SHEHE(EATE) (a) 229 229
Current: B :
Unlisted wealth management JE_EMIEBE R
products, at fair value (R RATFE) (b) 765 =
994 229
Notes: B sE

The Group's non-current available-for-sale investment represented
club membership. The fair value of the club membership is
determined with reference to the market price quoted for the
relevant club.

The Group's current available-for-sale investments represented
investments in several wealth management contracts and the fair
values of the wealth management contracts approximated to their
carrying amounts. The wealth management products were
denominated in Renminbi (“RMB") and fully redeemed by the
Group subsequent to the end of the reporting period without any
gain.

AEBDERBAHEEREREMEE - AHE
Frgfz A HELRIEM S s REMET -

AEBMRHAIEEERERSHETELRE
MAREHANZ ATEREREERS - BH
EaUARE(TARE]HE  XEHAKER
BEARKTEER - WEEEFEFRE -

BREREEERAT
"o trag 103
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16. INVESTMENT IN A JOINT VENTURE 16. R—REERFAZRE
I B
31 December 30 April
2017 2017
—E—+F —E—+F
+=A=+—H MA=+H
US$'000 US$'000
FEx FET
| | | |
Share of net assets EIEEEFE 9 10
9 10
Particulars of the Group's joint venture are as follows: REEBRLRRIZFHBNT

| | | | |
Percentage of

BEBDL
Place of

Particulars of registration Ownership ~ Voting Profit  Principal
Name issued shares held and business interest  power  sharing activities
£ RAECROTROZHE EMREKLH FiElE REE BIIE TIEXHK
| | | | |
CSC Consultancy Co., Ltd.  Registered capital of ~ People's Republic of 50 50 50  Dormant
EREEAABRAA RMB1,500,000 China EEEK

EMERARE hEARKNE

1,500,000 7T

The investment in a joint venture is indirectly held by the R—RALNARZIFE T EAARIEEREE -
Company.
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16.

17.

Notes to the Financial Statements
Sl R 5

31 December 2017
—T—tF+-H=1—H

INVESTMENT IN A JOINT VENTURE (continued)  16. R—REE QAR ZKRE (&)
The following table illustrates the financial information of TRELTNBEAZAEEEGZ AR 2T
the Group's joint venture which is not material. EE o

31 December 30 April
2017 2017
—E—+tF —E—t5F
+=A=+—H mA=+H
US$'000 US$'000
FER FET
1 O Y
Share of the joint venture's loss EREEARSE FEBEER
for the period/year and total Hif, FE2EEBBEE
comprehensive loss for the period/year (1) -
Carrying amount of the FEEREGERFIZREZ
Group's investment in the joint venture ~ BRTEIE 9 10
DEFERRED TAX 17. EEHRIE
Deferred tax asset EEFBEEE
The movement in deferred tax asset during the period/ Hl, ERNELERIBEE M

year is as follows:

I T .
Decelerated tax Decelerated tax

depreciation depreciation
allowances allowances
R BLIE R TIE
ERE FERE
31 December 30 April
2017 2017
—E—+tfF ZE—+F
+=A=+—H MA=+H
US$'000 US$'000
FE5 FET
1 . Y
At beginning of period/year RERE A (12) (10)
Deferred tax (credited)/charged to IR EE RN B R T
the statement of profit or loss during (Bt A),/Hk 2 BERIA
the period/year (Note 9) (FfzE9) - 2
Deferred tax asset at end of PE ER EERIBEAE
period/year (12) (12)

BREREEERAT
it PRI
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31 December 2017
—T—+Ft+-HA=+—H

17. DEFERRED TAX (continued)
Deferred tax liabilites

The movements in deferred tax liabilities during the

period are as follows:

17. EEFIE (&)
FIEFHIBAE

&)

HNEEHRBEREZZEMT ¢

Accelerated
tax depreciation

Fair value
adjustments
arising from

acquisition of

allowances subsidiaries Total
i
i3 MEAREE
BB ERE ZOTERE @t
31 December 31 December 31 December
2017 2017 2017
—E—tF —E—tf bl o3
+=A=+-B +=A=+-B +=A=t+-H
US$'000 Us$'000 Us$'000
TER TER TER
| | | | |
Acquisition of subsidiaries (Note 28(a)) Ui B B A A) (Fft 5% 28(a)) - 14,923 14,923
Deferred tax (credited)/charged to HIERBRRT
the statement of profit or loss (GTA)/ k2
during the period (Note 9) ERBE (F15E9) 17 (1,910) (1,893)
Exchange differences EHER - 629 629
Deferred tax liabilities REER ZERRIERE
at end of period 17 13,642 13,659

At 31 December 2017, the Group had tax losses arising in
Mainland China of US$1,475,000 (equivalent to
RMB9,477,000) (30 April 2017: US$24,000 (equivalent to
RMB167,000)) that will expire in five years for offsetting
against future tarable profits of the companies in which
the losses arose. Deferred tax assets have not been
recognised in respect of these losses at it is not
considered probable that taxable profits will be available
against which the tax losses can be utilised.

There are no income tax consequences attaching to the
payments of dividends by the Company to its shareholders.
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MN-ZE—+F+-A=1+—0 AEBRE
R 3 2 B TE B8 1,475,000 % 7T (BB &R
AR¥9,477,000L) (ZE—+tFWMAB =+
H : 24,0003 T (HE R AR 167,0007T))
BRAFAEE  AJHIEEELEBBRARZ
RRFERT @A o ARWAR BT KATRER B
s A A ALK IEEE - MABRE
B IEEREETHIBEE -
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19.
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31 December 2017

—+F+=-_A=+—8
INVENTORIES 8. #E
1 . Y
31 December 30 April
2017 2017
—E—tF —T—tF
t=A=t+—~H MA=+H
US$'000 US$'000
FEx FETT
1 Y
Finished goods BUAK oh 55 52
LOAN RECEIVABLE 19. EWERR

On 15 November 2016, Tingo Consulting Company
Limited (the “Lender”), a wholly-owned subsidiary of
the Company, entered into a loan agreement with Mr.
ZHENG Lianjun* (0 Bt ) (the “Borrower”) and Xin Kai
He Trading Co., Limited (the “Guarantor”), whose equity
is wholly-owned by the Borrower, in relation to the
provision of a loan (the “Loan”) in the principal amount of
US$6,000,000 (equivalent to HK$46,680,000). The Loan was
drawn down by the Borrower on 7 December 2016. The
Loan carried interest at 9.5% per annum and was secured
by a share charge provided by the Borrower in favour of
the Lender in respect of the entire issued share capital of
the Guarantor.

The Loan was repaid on 30 June 2017 according to the

notice of loan repayment made by the Lender to the
Borrower on 27 February 2017.

For identification purpose only

R-ZF—AR"Ft+—A+HEB AREIZE2E
MEBARASEERIBARIF(HEAD
HEBE A ((MERAD R EHEER
RAE([BRA] EBREABERAZERESR)
Bt 1R it A © ¥6,000,000% T 48 F R

46,680,000 7T) 2 B ([ ERK]) 7T L E K
& - ERABRRZZE—RF+-A+LBR

BER - ERRENKIS%F B - WIAR
RARBEAREEBERA LD ET
PR Z AR #REC VR 4 -

BEREBEAR_T—tF A= —i—tEIW%
RAEHZERERBH  BEFXER_-F
—tEFERNA=THEE -

* E 5
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—T—+Ft+-HA=+—H

20. TRADE RECEIVABLES 20. BEWE SRR

An ageing analysis of the trade receivables as at the end
of the reporting period, based on the invoice date, is as
follows:

RImERR  REESRFIZEZ AR R
e

31 December 30 April

2017 2017

—E—+tF —E—+F

+=-A=+-—H MA=+H

US$'000 US$'000

FER FET

1 Y Y

Within 30 days 30 KA 4,704 2,742
31 to 60 days 31E 60K 2,501 953
61 to 90 days 61 90K 456 321
91 to 365 days 91 E 365K 1,218 1,622
Over 1 year BiE—F 251 132
9,130 5,770
Impairment B (552) (380)
8,578 5,390

The Group's trading terms with its customers are mainly
on credit, except for new customers, where payment in
advance is normally required. The credit period is
generally 30 to 90 days. Each customer has a maximum
credit limit. The Group seeks to maintain strict control
over its outstanding receivables and has a credit control
department to minimise credit risk. Overdue balances are
reviewed regularly by senior management. The Group
does not hold any collateral or other credit enhancements
over its trade receivables balances. Trade receivables are
non-interest-bearing. The carrying amounts of the trade
receivables approximate to their fair value.
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20. TRADE RECEIVABLES (continued)

The movements in provision for impairment of trade
receivables are as follows:

Notes to the Financial Statements
Sl R 5

31 December 2017

—®—tEF=A=+—8

20. EWEZERR @)
JEUNE 5 RN M EBEES T

31 December 30 April

2017 2017

—EF—tF —TLF

+=A=+-8  mA=tH

US$’'000 US$'000

FER FETT

| | | |

At beginning of period/year REF ) 380 241
Impairment losses recognised (Note 6) BB EEE (K13E6) 171 155
Amount written off as uncollectible 88 A AT U B 2 FRIR (4) (14)
Exchange differences M 5 =58 5 ()
At end of period/year HAHER AR 552 380

The individually impaired trade receivables with an
aggregate carrying amount before provision of
US$552,000 (30 April 2017: approximately US$380,000)
relate to customers that were in financial difficulties or
were in default of payments and the receivables are not
expected to be recovered.

The ageing analysis of the trade receivables that are not

BB BRE42E 5 552,000 T (- E—+ 45
MMA=-+H : #380,000%7t) 2 @52 mE
FEUE 5 R 3R Ty R I8 B 7S TR B sl A (B8
HEZRFEAR  ZESRUGIBTEHT K
@ o

RARREREZ EUE BRI BRik DT

considered to be impaired is as follows: N
| | | |
31 December 30 April
2017 2017
—E—-tF —E—+tF
+=-BA=+-—H MA=+H
US$'000 US$'000
FEr FET
. | | |
Neither past due nor impaired 3 f 360 BRSO B 6,130 3,438
Less than 3 months past due BN =188 1,918 1,750
3 to 6 months past due A== <@ A 530 202
8,578 5,390

Receivables that were neither past due nor impaired relate
to a large number of diversified customers for whom there
was no recent history of default.

0 SR 2 B RA R TR
P RSEPEML RO -
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20. TRADE RECEIVABLES (continued)

21.

Receivables that were past due but not impaired relate to
a number of independent customers that have a good
track record with the Group. Based on past experience,
the directors are of the opinion that no provision for
impairment is necessary in respect of these balances as
there has not been a significant change in credit quality
and the balances are still considered fully recoverable.

PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

20. EEWE Z R (#)
B HE N R E 2 U R IE B — R AR
BERIABLHIBIREER - IRIEB
FE% EEREBEAREBHEAERELRE
By AAEEEZTEEAEH  UER
BEZEEHIA ZEURD -

21. ENRIE  REREMERRE

31 December 30 April

2017 2017

—E—+HF —E—+F

+=A=+—H MA=+H

US$'000 US$'000

FER FE7T
| | | |

Prepayments AR RIE 863 1,074

Deposits ®"E 471 772

Other receivables H b FEURIE 3,668 1,817

5,002 3,663

Non-current: deposits ERE : %S (349) (303)

4,653 3,360

None of the above assets is either past due or impaired.
The financial assets included in the above balances relate
to receivables for which there was no recent history of
default.
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22. CASH AND CASH EQUIVALENTS 22. RERBLEEEHA
I . Y
31 December 30 April
2017 2017
—E—+tF —T—+tF
+t=-RA=+—H MA=+H
US$'000 US$'000
FER FE7T
1 [ | —
Cash and cash equivalents RekREEFMEIER 13,278 14,797
At the end of the reporting period, the cash and bank R|WERR - FEEUARBIBEZER SR
balances of the Group denominated in RMB amounted to IRITAE #2495 3,890,000 F T (ZF —+F Y
approximately US$3,890,000 (30 April 2017: US$1,176,000). A=4H:1,176,000%7T) - AREATT B
RMB is not freely convertible into other currencies. BB AEMER - A REFEARHK
However, under the People’s Republic of China’s Foreign B 2 SNE & &0 R 4508 - E0E R EE
Exchange Control Regulations and Administration of BIRTE » AEE RS EEREEITINEG F i
Settlement, Sale and Payment of Foreign Exchange EBRITEARBEBRHMES
Regulations, the Group is permitted to exchange RMB for
other currencies through banks authorised to conduct
foreign exchange business.
Cash at banks earns interest at floating rates based on RITFERIRE BRITERFEGFE 2 FEF
daily bank deposit rates. Short term time deposits are KB - RHAEMERZERHE —RE=
made for varying periods of between one day and three BATE RFAEEZARHESFEM
months depending on the immediate cash requirements E - IRERETEBRERCAEGTE o RIT74
of the Group, and earn interest at the respective short ERTITF PN BRIE KR8k < (S B R IFRTT ©

term time deposit rates. The bank balances are deposited
with creditworthy banks with no recent history of default.

BIREEBEBRAF
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23. TRADE PAYABLES

An ageing analysis of the trade payables as at the end of

the reporting period, based on the invoice date, is as
follows:

23.

(S E Z R
RREHR - BB ZETIRBEEN R
DT

31 December 30 April
2017 2017
—E—tF —E—tF
+=A=+-—H MA=+H
US$'000 US$'000
FEr FET

1 . Y
Within 30 days 30 KA 4,329 4,022
31 to 60 days 31E 60K 826 468
61 to 90 days 61 290K 112 1"
91 to 365 days 91 £ 365K 47 97
Over 1 year fBiE—F 70 61
5,384 4,659

The trade payables are non-interest-bearing and are
normally settled on 60-day terms.

24. ACCRUALS, PROVISIONS AND OTHER
PAYABLES

24.

ZERNE SRR TR - X —RIROK
HiRRBE -

BB - BEREMENKE

31 December 30 April
2017 2017
—E—tfF —T—tF
+=ZA=+—H MA=+H
US$'000 US$'000
FER F=ET
1 e I I
Accrued expenses and provisions EETE R M EE 6,505 3,650
Other payables Eofth FE T FRIR 6,591 7,364
13,096 11,014
Non-current: provision FEmED - B (1,405) (1,228
11,691 9,786

Other payables are non-interest-bearing and have an
average term of two months.
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25. POST-EMPLOYMENT BENEFITS

Notes to the Financial Statements

25. &8

B RS R R M 5T
31 December 2017
—E—+F+=-RA=+—H

RIKEF

31 December 30 April

2017 2017

—E—+tF —E—+F
+=A=+—H MA=+H

Note US$'000 US$'000

Bt EE

Fxrx TET

Defined benefit plan TEREfR A ETE (a) 338 367
Other long term post-employment  H i R HA(E SRk
benefits & (b) 136 186
474 553
Notes: BdaE -
(a)  Defined benefit plan (a) EEEAEE

The Group operates an unfunded defined benefit plan for all its
qualifying employees in Taiwan. Under the plan, the employees are
entitled to retirement benefits at 3% of their final salary on
attainment of a retirement age of 55.

According to the laws and regulations in Taiwan, the Group is
obliged to pay its employees in Taiwan, upon retirement, disability
or death, post-employment benefits based on the number of years
of services and final average salary. The Group carried out an
actuarial valuation as at 31 December 2017 of its obligation for
post-employment benefits payable to its employees in Taiwan.

The trustees review the level of funding in the plan by the end of
each reporting period. Such a review includes the asset-liability
matching strategy and investment risk management policy. This
includes employing the use of annualities and longevity swaps to
manage the risks. The trustees decide the contribution based on
the results of the annual review.

The plan is exposed to interest rate risk, the risk of changes in the
life expectancy for pensioners and equity market risk.

The most recent actuarial valuations of the present value of the
defined benefit obligations were carried out at 31 December 2017
by Hsu Mao-Chin Actuary, a qualified actuary, using the projected
unit credit actuarial valuation method.

The principal actuarial assumptions used as at the end of the
reporting period were as follows:

AEEREMBRARSERERIEHRATE
BAFT 8 - RIBZAT 8] BEFESSRBRK IR
B RE X RIEH S 3% JIRNET -

REBEEEEERER  AREARERERES
NERK RAXFEAZAZEHN  WIREA
8 (R 8 RIS F R &R T # & SRR o
AEER_T—+F+-_A=+—BRAEESR
RIRENEEET —RIBEME -

ZREARBEREHREMZABZERKF
EHERAEARRYE KB RRERREER
R BRERFELERSHEHTERR - ZFEA
REFEFERERRE RN

S EREARARBAA T EEB S RBRE
TERRZBERE -

ERENEAREZ OINBEGERSERE

EMGERBEEBEIN_E—tF+=8
=+ - RREABMEREREGBERET -

RBEMREAZ ETEBERRAOT ¢

31 December 30 April

2017 2017

—E—tF —E—+tF

+=-A=+-—H MA=+8

% %
| | | |

Discount rate B = 1.4 1.6

Expected rate of salary increase e RE 3.0 30

BREREEERAT
it AR AR
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25. POST-EMPLOYMENT BENEFITS (continued)

Notes: (continued)

(a) Defined benefit plan (continued)

A quantitative sensitivity analysis for significant assumptions as at

the end of the reporting period is shown below:

25. EERARER )

fiaE (&)

(@) EEEFEE (E)
RBEHRZBRRR

EEBHBESNIT :

Increase/ Increase/
(decrease) in (decrease) in
net defined net defined
Increase benefit Decrease benefit
in rate obligations in rate obligations
EREEA EHEEF
BEEFEE HEEFHE

pIESp #h0,/ (%) FEFED i,/ (D)
% US$'000 % US$'000
TEr FTxx

31 December 2017

—F—tFT-A=1-H

Discount rate BRI & 0.5 (31) 0.5 34
Future salary increase REREFGLIRER 0.5 33 0.5 (31)
30 April 2017 —E—t+FMA=1H

Discount rate BRI R 0.5 (44) 0.5 48
Future salary increase RERFGLERR 0.5 47 0.5 (44)

The sensitivity analysis above has been determined based on a

ERSREIMHBRERREPRERBRRTE

method that extrapolates the impact on net defined benefit EABEYMENTREENETFRITEZ
obligations as a result of reasonable changes in key assumptions FHAMETE °

occurring at the end of the reporting period.

The total expenses recognised in the consolidated statement of RiFEIERRER 8B RATNT

profit or loss in respect of the plan are as follows:

Eight months ended Year ended
31 December 2017 30 April 2017
BE HE
—E—tF —tF
+=A=+—H MA=1+8
ENER IEFE
US$'000 US$' 000
FEx FTET
I Y Y
Current service cost A RIERA 8 13
Net interest AIBSVES: | 4
Net benefit expenses recognised in RITB AR Z @R FE
administrative expenses 12 16

Daohe Global Group Limited
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25. POST-EMPLOYMENT BENEFITS (continued)

Notes: (continued)

Notes to the Financial Statements

B RS R R M 5T
31 December 2017
—E—+F+=-RA=+—H

25. EERAKER )

BeE - (&)

(a) Defined benefit plan (continued) (a) EREBAFE ()
The movements in the defined benefit obligations and the fair ERENEEREEEZATEZEESHNT -
value of plan assets are as follows:
! ! | | J | | | |
Remeasurement gains/(losses) in
Pension cost charged to profit or loss other comprehensive income
RERBNBZEREAE REBZEUAESBUE/ (58)
Actuarial Actuarial
changes changes Sub-total
arising from  arising from included in
Current Sub-total changesin  changes in other
At beginning service Net included in Benefit  demographic financial ~ Experience comprehensive  Contribution Exchange Atend
of period/year cost interest  profit or loss paid pti pti di income by employer ~ realignment of period/year
AD#ER  HBER FARA
3% HABRE 2HELy  #PELL 2EHA
RE/ED BERE  AEEE 2t BAER  BEA®  RESD  4REE 2Nt REER EXdR  RY/Ef
US$'000 US$000 US$000 US$000 US$'000 USs$'000 US$'000 US$'000 US$'000 US$'000 U000 US$000
T4n F4n F4n Fin F4n Tin Ti% Ti1 Tin T4n Fin F4n
I N N R N Y N D
Eight months ended HECT-F
31 December 2017 tZR=t-H
AR
Defined benefit obligation EHRRHER 817 8 9 17 (229) 4 12 (1) (25) - 13 593
Fairvalue of plan assets ~ #1E/EE 2 AT (450) - (5) () 29 - - 5 5 (27) (U] (255)
Benefit liability EHak 367 8 4 12 - 4 12 (36) (20) (27) [ 338
Yearended 30 April 017 HEZ-F—+5
RA=tHILEE
Defined benefit obligation EEREAIEE 842 13 8 il (125) - (5) 83 27 - 52 817
Fairvalue of planassets ~ 5tBEEZATE (504) = [§) 8] 125 = = = = 39 @1 (450)
Benefit liability EHak 338 13 3 16 - - (56) 83 7 (39 5 367
The defined benefit contributions in Taiwan are made to a fund REE Y ERERMER T M— Bl A ERNEE
administered by the government of Taiwan. The major categories ZESEN - EEEFERFIMZTPAERE
of plan assets as a percentage of the fair value of the total plan SZHEBEEREATEZAN LT ¢
assets of the centrally administered fund are as follows:
| | |
31 December 30 April
2017 2017
—B—+tF —ZT—+F
+=A=+-H mA=+H
% %
(Restated)
(78 E51))
! | | |
Equity instruments AT A 22 23
Debt instruments B TE 17 15
Deposits T 18 18
Delegated management BT 43 44
The Group expects to contribute US$10,000 to its defined benefit AEBEAR T N\FZEBBAEMRKA
plan in 2018. 10,0003 T ©
The average duration of the defined benefit obligations at the end RIBERR - FREBHNEETFHRE109F (=
of the reporting period is 10.9 years (30 April 2017: 11.3 years). T—+FWEA=+H:11.3F)
(b)  Other long term post-employment benefits (b) HttRHESRKER

The balance represents the provision for long service payment as
required by certain jurisdictions. Termination benefits are payable
when employment is terminated before the normal retirement date
or whenever an employee accepts voluntary redundancy in
exchange for these benefits.

BHRIEE TRVEEEMERZ REIRB SR
RIEEFIME B E E R RN E HRT - SRR EN
B BB AR Z SR M M A LR R B T2 A

BREREEERAT
it AR RS
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26. SHARE CAPITAL
Shares

26. R7&
g

31 December
2017
—E—tF
+T=ZR=+—8H
US$'000

FTEn

30 April
2017
—E—+tF
MA=+H
US$'000
TEx

Authorised:

3,000,000,000 (30 April 2017: 1,000,000,000)

ordinary shares of one and one third
US cents (30 April 2017:
US$0.04) each (Note (c))

AT
3,000,000,000

(ZF—tHFMA=1R:
1,000,000,000) A&

FRAEBE—X =Dzl
(ZZ2—tFmA=1H:

0.043%7T) 2 & B (B (c) 40,000 40,000
Issued and fully paid: BETRME
1,509,592,701 (30 April 2017: 353,197,567) 1,509,592,701
ordinary shares of one and one third (ZE—+FMA=+A:
US cents (30 April 2017: 353,197,567 ) i%
US$0.04) each (Note (c)) BRAEAE—X=72—F
(ZE—tFMA=+A:
0.0437T) 2 E@IR (K7 (c) 20,128 14,128

B/ FARANZZEIT

The movements in share capital during the period/year
are as follows:

Number of
ordinary Share
shares in issue Capital
ERITEBER
2B [} &
US$'000
FEx
I T T
At 1 May 2016 R-ZZE—XRFRA—H 3,531,975,671 14,128
Share Consolidation (Note (a)) &tn & OF (K1 (a)) (3,178,778,104) -
At 30 April 2017 and R-ZZE—tFWA=+H
1 May 2017 rE=—Z—+FHA—H 353,197,567 14,128
Acquisition of subsidiaries (Note (b)) W B A =l (B3t (b)) 150,000,000 6,000
Share Subdivision (Note (c)) R R4 (B a2 (c) 1,006,395,134 -
At 31 December 2017 RZE—+tF+=-A=+—H 1,509,592,701 20,128
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26. SHARE CAPITAL (continued)
Shares (continued)

Notes:

(a)

On 26 September 2016, the shareholders of the Company approved
to consolidate the shares of the Company on the basis that every
ten (10) issued and unissued then-existing shares of US$0.004 each
in the share capital of the Company into one (1) consolidated share
of US$0.04 (the “Share Consolidation”) and to change the board
lot size of trading in the shares from 10,000 shares to 1,000
consolidated shares. The Share Consolidation became effective on
27 September 2016.

On 1 June 2017, a total of 150,000,000 shares of the Company were
allotted and issued to vendors as consideration for the acquisition
of the entire issued share capital of Loovee by a subsidiary of the
Company. The fair value of the consideration shares at the
acquisition date was US$140,167,000.

On 9 August 2017, the shareholders of the Company approved to
subdivide the then-existing issued and unissued shares of US$0.04
each in the share capital of the Company into three subdivided
shares of one and one third US cents each (the “Share
Subdivision”) and there will be no change to the board lot size
after the Share Subdivision that became effective on 10 August
2017.

Financial Statements

B RS R R M 5T
31 December 2017
—Z—+E+-_Hf=+—H

Notes to the

26. BA @)

B0 (%)

RZF—ARFANAZTE ' NARBREIERE
AARBRARE(10) RFREEO0.004EXTZE
BITRABITERRERN EHA—(1)REE0.04
ELZ ARG ZEEEHARARRG ((RBE
Bf]) iR 15 & F B & Bz 10,000 B A% 17 # 5
£ 1,000 % & B © R EHR =T —FENA
—+EBEK-

(a)

R=ZZT—+t4&A—H 4 %150,000,000 A2
AROERZERBEITTES  (EARARIEN—
KB A T U EE Loovee 2 2R EITRA 2 KB °
RIBRRDAUEE B2 AF{EA140,167,0003TT °

R-ZE—tFNANR  FRARRFIEHER
ARATE - REEIMAETLERRAE T
RABETERODIFAR=EEREE - X=02—
EzFARG ((REFARD  R_Z—LFN
A+ ABRNIFAEREL  STFEEEMESTE -

ERRSEEERAR)
Se-Taeg 17/
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27. SHARE OPTION SCHEME 27. BRHERTE
The movements in share options under the 2011 Share UTAMS SR ——FERETZIET
Option Scheme during the period/year were as follows: BES#E ~ &) -
I I e
Eight months ended Year ended
31 December 2017 30 April 2017
BE-Z—tF BE-_ZT—t%F
tZA=t—-HLENEAR MA=tHILFE
Weighted Weighted
average Number average Number
exercise price of options  exercise price of options
(Note (a)) (Note (a)) (Note (a) (Note (a)
EEF BRE HEF e
TEEE 4= 17128 2R
(Hfat (a) (Hfat (a) (P 5E (a)) (Pt (a))
HK$ per share ‘000 HK$ per share ‘000
BRET T4 FRET T
(Restated) (Restated)
(& =75) (& =75)
I I .
At beginning of period/year WER/ &) 3.33 7,500 333 15,000
Cancelled by forfeiture RE/ FRNER
during the period/year BT
(Note (a)) (KHfit(a) - - 333 (7,500)
At end of period/year i st 3.33 7,500 3.33 7,500
Share options outstanding at the end of the period/year RER/F48 - RITEBRE Z T RITHE
have the following exercise period and exercise price: BT

Number of options Exercise price* per share Exercise period

(Note (a)) (Note (a))
BRERE BRITEE TES

(K&t (a)) (&t (a))

‘000 HK$

Tt BT

(Restated) (Restated)

(BE5) (REH)

| | ________________________|

7,500 3.33 6 November 2015

to 5 November 2018
—E—AF+—AXHBE
—E-N\¥+—HAEH

& The exercise price of the share options was subject to adjustment i AR TR B HAR S B ATAL I S E b KR &
in the case of rights or bonus issues, or other similar changes in the B BREZITEERTHAE-

Company's share capital.
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27. SHARE OPTION SCHEME (continued) 27. BREE @
During the period, no share option was granted (year HAERLEREEHE=-Z— timﬁ]
ended 30 April 2017: Nil). The Group recognised an “tTHLEFE:8) - AEERER
equity-settled share option expense of US$94,000 (year —tFE+ZA=+—HIENEH ﬁﬁwb{ﬁif&
ended 30 April 2017: US$142,000) during the eight months SN ZEREERMI0ET(HE-Z
ended 31 December 2017. No share option was cancelled —tFOA=+HIEFE : 142, OOO%TE)
by forfeiture during the period. For the year ended 30 BRI 435 @R W s S BB A AE - BE—
April 2017, share option reserve of US$71,000 was —tHFMNAZ+HIEFE BRER 1%
transferred to retained earnings for the share options 71,0003 7T B Bt i 6802 Wi i = 8 i AR e i 4%
cancelled by forfeiture. ZREEN o
The fair value of equity-settled share options granted was B AR 2 2 B AR i 2 A B T A
estimated as at the date of grant, using the Black-Scholes MAR — SR EEEXNE L B BEG
valuation model, taking into account the terms and =t WEt RZESEIREE E 2GR R E T -
conditions upon which the options were granted. The TRIRZEXTABAIER -

following table lists the inputs to the model used:

. | | |
6 November

Date of grant 2015
—E-RF
RHBH +—AXKH
1 Y
Share price at date of grant (HK$ per share) PBEE BB IRE (@RS T)

(Note (b)) (KiE b)) 3.1
Trigger price (HK$ per share) (Note (b)) EREBR(FIRETT) (K3 (b)) 6.67
Observation days (day) B ag(a) S5
Expected volatility (%) %ﬁiﬂﬁi& & (%) 34.9407
Risk-free interest rate (%) % TSR (%) 1.1840
Expected life of options (year) E%HXT%Z?E::‘I',HWE (%) 3
Dividend payout (%) B2 (%) 40

The expected life of the options is based on the historical Eﬁﬂy\%Zj‘E\ﬁH}q|3E)‘j$§§§;@£§¢2ﬁgﬁ§y
data over the past three years and is not necessarily EHE AN EAGeEL ZTERER -8
indicative of the exercise patterns that may occur. The B IR B SR @ A R B (8 B R SR 5 7 $54E
expected volatility reflects the assumption that the AN RFE LR o

historical volatility is indicative of future trends, which may
also not necessarily be the actual outcome.

No other feature of the options granted was incorporated DI ERE S S Em A AT EY

into the measurement of fair value. g o

Notes: B

(a) On 1 August 2016, the outstanding share options held by certain () RoTE—AENA—B  EFEBAFBIR
grantees to subscribe for a total of 2,500,000 new shares (or £ 2,500,000 A% ¥ 8% 5 (2% B% 15 57 4844 7,500,000
7,500,000 shares after Share Subdivision) were cancelled by BRRGR) 2 4 ok 7T B pG A 3B R IR T a5 o
forfeiture.

(b) The share options under the 2011 Share Option Scheme have been (b) R ZE T IR T
adjusted for the effect of the Share Consolidation in September —RENBBBRHLHE—E—+ENABRKSG
2016 and Share Subdivision in August 2017. R S R o

=
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28. ACQUISITIONS OF SUBSIDIARIES

(a)

On 21 February 2017, a wholly-owned subsidiary of
the Company, Glory Sino Limited (“Glory Sino”),
entered into a share purchase agreement (the “SP
Agreement”) with independent third parties to
acquire the entire issued share capital of Loovee at a
consideration of HK$800,500,000 (equivalent to
US$102,892,000).

Loovee, through its subsidiary, is principally
engaged in the development and operation of
online social platform.

Pursuant to the SP Agreement, the consideration
was satisfied by (i) the allotment and issuance of the
150,000,000 shares of the Company at an issue price
of HK$4.67 per consideration share; and (ii) a cash
consideration of HK$100,000,000 (equivalent to
US$12,853,000). For details of the acquisition, please
refer to the announcements of the Company dated
21 February 2017 and 19 April 2017, and the circular
of the Company dated 28 April 2017.

The acquisition was subsequently completed on
1 June 2017. The closing share price of the Company
on the completion date increased to HK$7.27 and
the fair value of the purchase consideration for
Loovee increased to approximately HK$1,190,500,000
(equivalent to US$153,020,000) accordingly.

The Group incurred transaction costs of US$638,000
for this acquisition. These transaction costs had
been expensed and were included in general and
administrative expenses in the consolidated
statement of profit or loss for the year ended 30
April 2017. None of the goodwill recognised was
expected to be deductible for income tax purpose.

ZOO Daohe Global Group Limited
Annual Report 2017

28. WIBKIE ]

(a)

RZZE—+F-_A=+—H XRF
2 & & W B 2 7] Glory Sino Limited
([Glory Sinol) B2/ 88 = 5 5] \/ &
fisc 775 ([ BB AR 1558 |) LAWK B Loovee 2
2 EE BT A - K {E % 800,500,000
7T (8% 102,892,000 7T) ©

Loovee BBEMB AR E B EFHE
NiEERE RS -

BEER G E  RERATHERT
)V ZERNKBRMAL67ETZEITE
fir 2% & %77 150,000,0008% N 2 &) f& {5
X (i) 3R % X 18 100,000,000 7% 7t (48 =
712,853,000%7T) - BEAKEEIE 2
HE B2MAARHEEAT—t
F_A-_+—BRZ-ZZFE—tFNWNA
FTNAAZAHARARRARIBHBHA =T
—tFEA=—F+N\BZBEK -

WEEBREENR _T—+F,xA—H
FERK o ANA AR TER B H 2 R Uk Th
BHE7275T BE Loovee R BZ
A E A g = 49 1,190,500,0007% 7T
(¥Z512 153,020,000 7T) ©

K S I 3 O TR A R B
6380002 7% - HEX HHAENEE
—E L EMASTRILEEZEA
BRRTHRIA BRI -
TR B & BLAR 19 8 B &) TR B 132
AR -



28. ACQUISITIONS OF SUBSIDIARIES (continued)

(a)

Notes to the Financial Statements
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28. WHBME AR (8

(continued) @ (&)

The fair values of the identifiable assets and Loovee RUFE B BR 2 AT RIEE KR &
liabilities of Loovee as at the date of acquisition B AFEMEMT :

were as follows:

Note US$'000
ik FTER
| | | |
Property, plant and equipment W BB RFE 12 111
Technology platform K& 14 52,900
Non-compete agreement RR—:F*T)?% 5 14 6,700
Computer software B E R 14 89
Trade receivables F&E\HQT%EE%\ 637
Prepayments, deposits and other BRI - me REAM
receivables FEWFRIE 66
Cash and cash equivalents Re AL EEE 1,308
Accruals, provisions and other payables  fEEtEH - B Mk EAM
FETFRIE (2,580)
Deferred revenue O (1,585)
Deferred tax liabilities ELEHIBAEE 17 (14,923)
Total identifiable net assets at fair value IR A (EHE A FIE E
FERRE 42,723
Fair value of purchase consideration: BEREATE:
Cash RE 12,853
Consideration shares N ELEn) 140,167
153,020
Goodwill EES 13 110,297
An analysis of the net cash outflows ERAREEE RS RN
in respect of the acquisition SERRDM
Cash consideration ReRE 12,853
Less: Deposit paid during the year ended ¥ : H#E =T —+4
30 April 2017 MA=+THILFE
BEfETE (2,571)
Cash and cash equivalents acquired EERERESSE
IHH (1,308)
Net cash outflows during the period BAIR €7 F 58 8,974

BREBEENUR  REBEE_F—+tF
+ZA=+—HIEN@EA - Loovee?’;
A& B 5 B Y25 14,750,000 7T 0 BA
N AR E B 2R E 18 64,069,000 T

Since the acquisition, Loovee had contributed
US$14,750,000 to the Group's revenue and
US$64,069,000 to the Group's loss for the eight
months ended 31 December 2017.

Had the business combination taken place at the WEKEHR=_ZE—tFRA—HT
beginning of 1 May 2017, the revenue of the Group HE AEERBE_E—tF1+=
and the loss of the Group for the eight months A=+—RB 1/ \EA 2z % K EE&
ended 31 December 2017 would have been 5 51l 780,093,000 & 7t K. 76,357,000 3=
US$80,093,000 and US$76,357,000, respectively. 76 ©

BARTEBERAT )01

=
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28. ACQUISITIONS OF SUBSIDIARIES (continued)

(b)

On 19 May 2016, the Group acquired the entire
issued share capital of Tingo Consulting Company
Limited (“Tingo"”) at a consideration of HK$320,000
(equivalent to approximately US$41,000). Tingo is a
holder of a Money Lenders Licence issued under the
Money Lenders Ordinance (Chapter 163 of the Laws
of Hong Kong).

The fair values of the identifiable assets and
liabilities of Tingo as at the date of acquisition were
as follows:

28. WHEEHKI B A 7 ()

(b)

RZZB—RFRAATIB AEER
{8 320,0007% 7T (10 55 A 4941,0005
TRRBREEERIBRAR(X
BlRE2MERETRAN - REA—K
FREDIFE163E WE AR T B
JERREA e

AReREEEBNAT BRI EEREE
B RFEMT

Prepayments, deposits and

US$’000

BNFR - Be REM

other receivables FEW R IE 9
Cash and cash equivalents RekReFEIEAR 5
Accruals and other payables FEETE B I B fth B ST /1A (13)
Fair value of net assets acquired BEREEEFEATE 1
Fair value of purchase consideration: HEEREBEATAE:

Cash consideration ReRE 41
Goodwill GRS 13 40
An analysis of the net cash outflow U FTE AR SR

in respect of the acquisition SFREAIT
Cash consideration ReRE 41
Less: Cash and cash equivalents B BWERe MRS

acquired £EIEE (5)

36

Tingo had contributed US$228,000 to the Group's
revenue and US$66,000 to the Group's profit for the
year ended 30 April 2017.

Had the combination taken place at the beginning
of the year ended 30 April 2017, the revenue of the
Group and the profit of the Group for that year
would have been US5$90,470,000 and US$250,000,
respectively.
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BHE _T—tFUA=THILLFE"
Rim B H AR5 Bz 5 R 228,000 7T
Ko 578 5= B N & Bk 66,000 55 7T °

MeZzAHREE T —+tFNA=1
BIEFEMET  REEHKZERA
& B s 7 i o 5l & 90,470,000 3
7T % 250,000 3 7T, °
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28. ACQUISITIONS OF SUBSIDIARIES (continued) 28. WIBHIE A (@)

(b)

On 7 July 2016, the Group acquired a 51% interest in b) RZBE—RFtLtAtH XEEBEURK
RN 2 38 % Be IR 72 35 & AR 7% A FR 2 7] (Shenzhen BARE1 TR R R 2 E e Rog
Guo Zhi Dao New Energy Vehicle Sales Services Co. BHERBERLG(EZE] ®
Ltd.*) (“Guo Zhi Dao") at a consideration of RMB1. S1%#EEm - -BzEAE RN _ZT—K
Guo Zhi Dao is a company established in the PRC on FRAA+T—REFBRKIZEREE
11 May 2016 with limited liability and its business nAEl HREHER/TENIHE
scope includes sale of vehicles; sale of renewable RERREMEE  AERE %ﬁﬁu/
energy vehicles; leasing of vehicles; sale of parts and ABEEHERE NEMHEE

power batteries of renewable energy vehicles; sale TRORHEERNMAERM - FER Ea?—
and technological development of renewable Em - FeEREmMERRRENHEE
energy vehicle products and accessories, renewable EEimAZ BRES - B9 RN
energy electronic products, renewable energy EHO -

mechanical products and equipment; domestic
trading, import and export of goods and

technology.
The fair values of the identifiable assets and Bl BRI BN EREERE
liabilities of Guo Zhi Dao as at the date of acquisition BHAFELNT

were as follows:

US$'000
FEx
! _______________________________| |
Fair value of net assets acquired BWBEBEEFEATFE -
Fair value of purchase consideration: BEREATE:

Cash consideration HERE -
Goodwill kS -
Guo Zhi Dao recorded a loss of approximately Bl 2 & $%15 410,000 ST B 18 - &t
US$10,000 which was included in the consolidated AGZEaERRAN BZBERBE-T
statement of profit or loss and did not contribute —tFNA=THIEFEXRRAEE
any revenue to the Group for the year ended 30 B 'R s o
April 2017.

Had the combination taken place at the beginning MZAaHRBEE_T—tFONA=1
of the year ended 30 April 2017, the revenue and the AIEFEV#ET $§v‘§<. F AW K
profit of the Group for that year would remain the AR FETEE o

same.

For identification purpose only * EHZ5
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29. DISPOSAL OF A SUBSIDIARY

On 15 August 2016, the Group completed the disposal of
60% equity interests in AJITEIREEREEEBRA A
(Shenzhen Guo Cai Sheng Tang Investment Co. Ltd.*)
("Guo Cai Sheng Tang"”) to AT EFHLEREERFIR
‘A7) (Shenzhen GuoCai Lixin Investment Management
Company Limited*) and RIFZ (Wu Yueyun*) (“Vendors”)
for a total consideration of HK$5,000,000 (equivalent to
approximately US$643,000). The Vendors were the
shareholders of Guo Cai Sheng Tang who owned a 40%
equity interest in Guo Cai Sheng Tang upon the disposal
date.

29. HE—RHBQ A
R-ZE—RNFNATEB » REBTKEF
ITMERIEREEERRARAKREL
((EFNHEFITREREREEEEGR
REl[BERBEDO%RKIE BREA
5,000,000 7T (FE R #643,000E L) - B
HABRRREZRKRE RS RSEABEIR
RIE 40% PRAE -

31 December

2017
—E—tF
+=ZHA=+—-H
Note US$'000
s Fxx
I I S
Net liabilities disposed of: EHERETE
Cash and cash equivalents RekReEEIER 6
Accruals and other payables FEET & A I Bt A~ FRIE (48)
(42)
Non-controlling interests FEPER = 103
Goodwill B 524
Exchange reserve realised B IRIE H (4)
Gain on disposal of a subsidiary HE—KME LRz e 6 62
643
Satisfied by: PN IPESZ N
Cash P& 643
An analysis of the net cash inflow in respect BRIEE —RHB AR ZIRERA
of the disposal of a subsidiary SRS
Cash consideration received BEWRERE 643
Less: Cash and cash equivalents B EHEReRESEE
disposed of 1HE 6
637

* For identification purpose only
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30. NOTE TO THE CONSOLIDATED STATEMENT 30 &#4B&#REXRMT

31.

OF CASH FLOWS

Change in a liability arising from a financing RETHELECEEETH
activity
1 Y I
Loan from
a director
RKE—F
ExEX
US$'000
TER
1 Y Y
At 1 May 2017 RZE—+FHH—H -
Loan from a director RE—BERENR 3,856
At 31 December 2017 R-ZE—tF+-_A=+—H 3,856
OPERATING LEASE ARRANGEMENTS 31. REHEZTH
The Group leases certain of its office premises, staff AEERBCEHERHFNEES THAE
quarters, furniture and equipment under operating lease B  BIRE  BEMERRE ZSHEZ
arrangements. The leases have varying terms, escalation HHER - AEEE 2GR RBLOENESETE -
clauses and renewal rights.
At 31 December 2017, the Group had total future MRZZE—tF+-A=+—H ' XEERE
minimum lease payments under non-cancellable AR REHEREEER THEH B X2 RK
operating leases falling due as follows: REMESHKIBRAT :
| | | _________________________|
Office premises and Furniture and
staff quarters equipment
WAZEEVREIRES BRRERE
31 December 30 April 31 December 30 April
2017 2017 2017 2017

—E—tE —T—tF —E—+F —E—+F
+=B=+—-H MA=+H +=A=+-—H MA=+H

Us$'000 US$'000 US$'000 US$'000
FEx FET FEr FET
I Y Y Y I
Within one year —FR 1,911 1,238 94 110
In the second to fifth F_RERSE
years, inclusive (BHREERE) 2,663 2,148 14 63
4,574 3,386 108 173

BREREEERAT
e mit AR
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32. COMMITMENTS 32. &g
In addition to the operating lease commitments detailed B _ESCHIRE 31 ATt 2 AS A EAIEIN - AR
in Note 31 above, the Group had the following capital AREBERREHREEENE  BENMK
commitments for the acquisition of property, plant and W7 B ANEIE -

equipment at the end of the reporting period:

31 December 30 April
2017 2017
—E—tF —E—+F
+=-HA=+-—H MA=+H
US$'000 US$'000
FET FET
! | | |
Contracted, but not provided for BET 4B R B E 8 95
Authorised, but not contracted for EEREERETH 3 =
11 95
33. RELATED PARTY TRANSACTIONS 33. ﬁgﬁ?@}\iﬁzﬁg N o
(a) In addition to the transactions detailed elsewhere in (a) Bﬁ$ﬂﬁ‘%#&2§\ﬁﬁﬁﬁl§%ﬁﬁﬂ2;&%9l\ ’
these financial statements, the Group had no % SERBE_T N tH&+=A
significant transactions with related parties for the :+: B 1L\ & A &%jzﬁ:g—\tﬁ
eight months ended 31 December 2017 and year @E:'f’ ALEFERBEENEHREA
ended 30 April 2017. TR
(b) Loan from a director (b) 5*5 BE—RBREEER 3
At 31 December 2017, the loan from a director is ﬁé:%_“f_fﬂ':ﬂ :_I—_;El Y=
unsecured, non-interest-bearing and repayable by —REFERRELA - FeMER
22 May 2019. ARZB-NFRAA-+-HMEE -
() Compensation of key management (c) AEEFEETEAS ZHMH :

personnel of the Group:

| ! | |
Eight months

ended
31 December Year ended
2017 30 April 2017
BZE HE
—E—tF —T—tF
+=ZA=+—H MA=+H
IENEA 1EFE
US$'000 US$'000
FEx FET
| | | |
Short term employee benefits 72 HifE B2 A 910 1,225
Post-employment benefits & B R ET
— defined contribution plans - ERRMHNKETE 49 93
Total compensation paid to key SNFEEEEAEZ
management personnel MR R 959 1,318
Further details of directors’ emoluments are included EETME—PFBHRYBRE
in Note 7 to the financial statements. BiaE7 o
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31 December 2017

—E—+F+-_A=+—H

34. FINANCIAL INSTRUMENTS BY CATEGORY 34. €M T AER
The carrying amounts of each of the categories of the AEBZERNeMT ARREHARZERE
Group's financial instruments as at the end of the N
reporting period are as follows:

Financial assets TRMEE
I N I N N Y
Loans and Available-for-sale
receivables financial assets Total
EXRREWFTE RYESHEE &t
31 December 30April 31 December 30Aprl 31 December 30 April
2017 2017 2017 2017 2017 2017

ZE-tf -E4E ZB-tE -5 ZE-tE —E-tf
tzA=t-B  WA=fA fzR=t+-R WmA=tH t=A=t-B  WA=tH

Note US$'000 US$000 USs$'000 US§'000 Us$'000 US$000
i3 i i Tin Tin i Tin

Available-for-sale financial HEESH

assets EE 15 - = 994 29 994 29
Loan receivable EUET 19 - 6,000 - = - 6,000
Trade receivables EUESED 20 8,578 5,390 - = 8,578 5,390
Financial assets included in STABRFE ke Rk

prepayments, deposits Hit B

and other receivables SREE 2 4,531 2589 - - 4,531 2589
Cash and cash equivalents BeRALSEER 2 13,278 14797 - = 13,278 14797

26,387 28776 994 29 27,381 29,005
Financial liabilities Eot= =R

| | | |
Financial liabilities at

amortised cost

BREBERATEzS@MEE
31 December 30 April
2017 2017
—E—t5F T tF
+=B=+—8H MA=+8
Note US$'000 US$'000
ihE=s FEx FET
1 [ S I ——
Trade payables FERTE 5 BRFX 23 5,384 4,659
Loan from a director KE—RBEEER 33(b) 3,856 -
Financial liabilities included in STAEER - BEKEM
accruals, provisions and other FEAREZERAE
payables 24 6,591 7,364
15,831 12,023
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35. FAIR VALUE AND FAIR VALUE HIERARCHY 35. 4T A AT ERAFEER

OF FINANCIAL INSTRUMENTS

The carrying amounts and fair values of the Group's AEBRITEZKREENRAFECREIE
financial instruments, other than those with carrying HENFLESEBEHEEERIN AT :
amounts that reasonably approximate to fair values, are as
follows:
Financial assets SREE
| | | |
Carrying amounts Fair value
IREE D¥E
31 December 30 April 31 December 30 April
2017 2017 2017 2017
—E—tF —E—+F —E—+tF —T—tF
+t=A=+—-H MA=+H +=HA=+—H MA=+H
US$'000 US$'000 US$'000 US$'000
TER FET TER FET

Available-for-sale financial AEHESREE
assets 994

229 994 229

Management has assessed that the fair values of cash and
cash equivalents, loan receivable, trade receivables,
financial assets included in prepayments, deposits and
other receivables, trade payables, a loan from a director
and financial liabilities included in accruals, provisions and
other payables approximate to their carrying amounts
largely due to the short term maturities of these
instruments.

The fair values of the available-for-sale financial assets are
determined with reference to the observable transaction
prices and the quoted market prices.
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Notes to the Financial Statements

OF FINANCIAL INSTRUMENTS (continued)
The following tables illustrate the fair value measurement
hierarchy of the Group's financial instruments:

Assets measured at fair values:

As at 31 December 2017

B RS R R M 5T
31 December 2017
—E—+F+=-RA=+—H

35. FAIR VALUE AND FAIR VALUE HIERARCHY 35. 2@ TEZ AT ERAFEEHR ®

TREIAEBEEHMI AL AVENZERE
F\

BAVEREZEE

R-ZE—+tF+=-A=+—H

! | _____________________________________________| |
Fair value measurement using

RANTRRETATETNE

Quoted prices
in active
markets
(Level 1)

REBEMIEZ
HE
(5—-8)
UsS$'000

AHESHEE 229

Available-for-sale financial assets

Significant Significant
observable unobservable
inputs inputs
(Level 2) (Level 3) Total
EATHE  EAFUER
BAE BAE
(B=F) (5=8) G
UsS$'000 UsS$'000 US$'000
TER TER TER

As at 30 April 2017

I I I —
Fair value measurement using

RRAATSBEETRVEE

Quoted prices
in active
markets
(Level 1)

REETS 2

RE
(5—FE)
US$'000
TEX

Significant Significant
observable unobservable
inputs inputs
(Level 2) (Level 3) Total
ERUHE  EATAUEE
BAE BAE
(5ZE) (5=F) CE
US$'000 US$000 Us$'000
T TET TET

ARENESHEE 229

Available-for-sale financial asset

- - 229

During the period, there were no transfers of fair value
measurements between Level 1 and Level 2 and no
transfers into or out of Level 3 (year ended 30 April 2017:
Nil).

The Group did not have any financial liabilities measured
at fair value as at 31 December 2017 (30 April 2017: Nil).

RN £F-EBEE_EZHELEQFETE
ZEE - TEERENERAE=E(HE
T FHOA=THILFE : &) -

RZE—+F+A=+—8 rEELE
TEAFEFEZERAE(ZT—tF
MA=1+H:&)-
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36. FINANCIAL RISK MANAGEMENT 36. iR BMEEEERKE
OBJECTIVES AND POLICIES

The Group's principal financial instruments comprise cash AEBTESMT ARTERE NIBITHER -
and bank balances. The main purpose of these financial ZESRMIECZTEANNAREEEKE
instruments is to raise finance for the Group's operations. & AEENASEEMEHEEN A
The Group has various other financial assets and liabilities B MEERASEESEELEZERE SR
such as trade receivables and trade payables, which arise AN ENEZERE - REELCBEFEARNN
directly from its operations. It is, and has been throughout —HEUKR AEECZBRETEESMIA -

the year under review, the Group's policy that no trading
in financial instruments shall be undertaken.

The main risks arising from the Group’s financial AREB o TEFRELETER R ATRE
instruments are interest rate risk, foreign currency risk, B ANERE C EERBREASESRER
credit risk and liquidity risk. The board of directors reviews EFEeRNMBETCEESEZIR R 2K
and agrees policies for managing each of these risks and R AR o

they are summarised below.

Interest rate risk R 2= 3 B

The Group's exposure to the risk of changes in market REFAR TS RESE R T BEAE
interest rates relates primarily to the Group’s short term B2 AR B2 R ESRITIER AR -
interest-bearing bank deposits with a floating interest

rate.

The Group has not entered into any interest rate swaps to N8R B0 A BT 7 AR R A 2R 42 HR S A DA S A R
hedge its exposure to interest rate risks. K[\ o

The following table demonstrates the sensitivity to a TRABEMEEMAIERZHEZTTIE 2T
reasonably possible change in interest rates, with all other ST AN BR T A8 A N A 5 (B i o S R
variables held constant, of the Group's profit before tax RETBA[RE &) 2 HURRE

and the Group's equity.

31 December 30 April
2017 2017
—E—tF —E—t5F
+=—A=+-—H mMA=+H
Increase/ Increase/
(decrease) in (decrease) in
Increase/ (loss)/profit (loss)/profit
(decrease) in before tax before tax
basis points and equity and equity
RRBLAT BRA A
(B58), wF  (F8E) s
HE RER K
®g,CRL)  ®mCRS) i CRid)
US$'000 US$'000
FEx FET
1 I e | —
United States dollar e 5 7 7
United States dollar ET (5) (7) 7)
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36. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Foreign currency risk

The Company’s functional currency is the United States
dollar and the functional currencies of majority of the
subsidiaries are the United States dollar, Hong Kong
dollar and RMB. The Group's transactions, trade
receivables and trade payables are mainly denominated in
these currencies.

As the exchange rate of the United States dollar and
Hong Kong dollar is pegged, management considers the
foreign exchange risk in this respect is not significant.

The Group periodically reviews monetary assets and
liabilities held in currencies other than the United States
dollar and Hong Kong dollar in particular RMB to ensure
that net exposure is kept at an acceptable level, and will
consider hedging significant foreign currency exposure
should the need arise. The following table demonstrates
the sensitivity at the end of the reporting period to a
reasonably possible change in RMB exchange rate, with
all other variables held constant, of the Group's profit
before tax due to changes in the fair value of monetary
assets and liabilities.

Notes to the Financial Statements

B RS R R M 5T
31 December 2017
—E—+F+=-RA=+—H

6. MREAREEREREE @&

NS R B

ARR 2R RS  MAROHBL
Az ER RET  BLIRARKE - A%
BrX5 REEZEFRENEZERE
ZLA P EE5IE -

HRETTRBTEREE - WERER/R
S SNERBRIETERX o

AEBEE R ART BT AINEE A
ZEBEBENAE(FRIRARE)  #RA
EFRBRAERRAIEIKE  TEBRE
B E B A EAINERR - TRIITNEER
SHMREMEEMAZRRERTE2ER
T EXEEMABATEEGEHAKE
BEAaE M ARBERSEAEEE) &

31 December 30 April

2017 2017

—E—+tF —E—+tF

+=—A=+—H MA=+H

Increase/ Increase/ Increase/
(decrease) in (decrease) (decrease)

foreign in (loss)/profit in (loss)/profit

currency rate before tax before tax
BRBLAY BRTAT
HNEEE (BB OBEF (BB 57
LR (TR #CE2) 8 CRd)
% US$'000 US$'000
FER FET
I . . B
If United States dollar M3ETTH
weakens against RMB ARKEE 5 41 40
If United States dollar RZETTH
strengthens against RMB AREEHE (5) (41) (40)

BIREEBEBRAF
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36. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)
Foreign currency risk (continued)
The Group has certain investments in foreign operations,
whose net assets are exposed to foreign currency
translation risk. However, as the net foreign exchange
exposure of the foreign operations is not significant, the
Group does not actively hedge this foreign exchange
exposure.

Credit risk

The credit risk of the Group's financial assets, which
comprise cash and cash equivalents, an available-for-sale
financial asset, loan receivable, trade receivables, deposits
and other receivables, arises from default of the
counterparty, with a maximum exposure equal to the
carrying amounts of these instruments.

(i)  Trade receivables

The Group trades only with recognised and
creditworthy third parties. It is the Group's policy
that all customers who wish to trade on credit terms
are subject to credit verification procedures. In
addition, receivable balances are monitored on an
ongoing basis and the Group’s exposure to bad
debts is not significant.

2'] 2 Daohe Global Group Limited
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36. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)
Credit risk (continued)

(1)

(ii)

Trade receivables (continued)

Since the Group trades only with recognised and
creditworthy third parties, there is no requirement
for collateral. Concentrations of credit risk are
managed by customer/counterparty, by
geographical region and by industry sector. At the
end of the reporting period, the Group has certain
concentration of credit risk on the Group's trade
receivables, as the amounts due from the largest five
debtors amounted to approximately US$4,553,000
(30 April 2017: 3,448,000), representing 53.1% (30
April 2017: 64.0%) of the Group's trade receivables.
In order to minimise the credit risk, management
continuously monitors the level of exposure to
ensure that follow-up actions are taken promptly to
reduce the risk exposure or to recover overdue
balances. The Group will also continuously exploit
new opportunities and forge relationships with new
customers with the aim of broadening its clientele.

Further quantitative data in respect of the Group's
exposure to credit risk arising from trade receivables
are disclosed in Note 20 to the financial statements.

Loan receivable

The Group manages credit risk of the Loan through
credit analysis of the borrower and the guarantor by
reviewing the borrower’s personal assets and his
creditworthiness and performing due diligence
review of the financial position of the guarantor by
an external professional firm respectively. To
minimise credit risk, the loan is secured by a share
charge provided by the Borrower in favour of the
Group in respect of the entire issued share capital of
the Guarantor.

Notes to the Financial Statements
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36. BEMREEEEZEREE®)

FEERE(®)

() FEWE G (E)
HRAEE RS HELRT REERLT
ZE=ZARS  WBAREERR -
EERREFRBRARTE HHRiH
BERITEER - RBREHER ~5&H
RERESEFREHETEEEPE
B RAABKAEKREEARELD
4553000k (= —tFWA =+
H : 3,448,000 0 A EEEWE 5
BEA531%(ZE—+FMA=+H:
640%) - BEEREEERK B2
BB EE R AR K - LARE(R BN BF £7
EY IR #E 17 B 0 (K R Bt 7 3% B8 38 [ 38 £
BER e REBENBEEM CFREHE
WEFERFELEER  WHEERFPE

7

BEREAEERBNE ZRKAAZE
SRR zE-TELENRBRE
B 3 20 B2 5% o

EWEL

AEEBRINEEXRRDHIEELE
BFAZBABEEREGFEEEREDS
ERAZHBIRRA MG B Z ERA R
ERAEEIMZTA BERERZ
EERR REEREFERR &
SR R [ AN SR P IR (A R FE AR
AEERE BITRA 2 B A #REC R o
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ERRSEEERAR)
Se-Treg 213



Notes to the Financial Statements

SRR M T
31 December 2017
—T—+Ft+=A=+—H

36. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)
Liquidity risk
The Group's objective is to maintain a balance between
continuity of funding and flexibility through the use of
banking facilities.

The maturity profile of the Group’s financial liabilities as at
the end of the reporting period, based on the contractual
undiscounted payments, is as follows:

36. BBEREEBEREEK®

AEEZBEREADMBRITEE
SREHEREEE HgR T -

AEBRHREMRRIBC AT OIRBRN RS
BB ERHBERAT

Within one year

—F R
31 December 30 April
2017 2017
—E—+tF —T—+tF
+=A=+—H MA=+H
US$'000 US$'000
FER FET
I . Y
Trade payables JERTE SRR 5,384 4,659
Loan from a director KE—BEZRENR 3,856 =
Financial liabilities included in accruals, 3+ AFEsTE R - #4E & H b E(
provisions and other payables FEZEREE 5,186 6,136
14,426 10,795

At 31 December 2017, the utilised banking facilities of
US$741,000 (30 April 2107: US$2,240,000) granted to the
subsidiaries subject to guarantees given to the banks by
the Company are repayable on demand.

Capital management

The primary objectives of the Group’s capital
management are to safeguard the Group's ability to
continue as a going concern and to maintain healthy
capital ratios in order to support its business and maximise
shareholders’ value.

The Group manages its capital structure and makes
adjustments to it in light of changes in economic
conditions. To maintain or adjust the capital structure, the
Group may adjust the dividend payment to shareholders,
return capital to shareholders or issue new shares. No
changes were made in the objectives, policies or
processes for managing capital during the eight months
ended 31 December 2017 and year ended 30 April 2017.

Capital of the Group comprises all components of
shareholders’ equity.
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37. STATEMENT OF FINANCIAL POSITION OF

THE COMPANY

Notes to the Financial Statements
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37. XRB 2P HMRER

31 December 30 April
2017 2017
—E—+F —E—+F
+=—A=+—H MA=+H
US$'000 US$'000
FEx FET
I T T
NON-CURRENT ASSETS FRBEE
Interests in subsidiaries A GIENGIPR - T 130,429 42,860
CURRENT ASSETS REEE
Prepayments, deposits and other FANFIE R hEM
receivables FEU FRIE 2 18
Cash and cash equivalents RekBeEFEEE 1,668 430
Total current assets mEEELE 1,670 448
CURRENT LIABILITIES FREBEE
Accruals FETE R 281 195
NET CURRENT ASSETS REBEEFE 1,389 253
TOTAL ASSETS LESS CURRENT EEHAERRBEE
LIABILITIES 131,818 43,113
NON-CURRENT LIABILITY kRBERB
Loan from a director KE—RBEFER 3,856 =
NET ASSETS EEFE 127,962 43,113
NON-CURRENT LIABILITIES FREBEE
EQUITY s
Share capital R 2R 20,128 14,128
Reserves (Note) HE (M) 107,834 28,985
TOTAL EQUITY EReE 127,962 43,113
BABREER

—ET—+F

AR
23 215
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37. STATEMENT OF FINANCIAL POSITION OF
THE COMPANY (continued)

37. AR T ZBHBARR T )

Note: izt -
A summary of the Company's reserves is as follows: RABZ EEREQOT -
! | | /| /| | | |
Retained
Share Capital earnings/
Share option redemption Contributed (accumulated
premium reserve reserve surplus* losses) Total
BIRE BEXEE REBF,
AR 8 3] f#E BEERK' (RIER) st
US$'000 US$'000 US$'000 US$'000 US$'000 US$'000
Txn FTxn FTxn FTxR FTER FTER
! | | ! | /| | |
Balance at 1 May 2016 R-B—~ERA—B&H 19,242 141 48 9,883 1,571 30,885
Total comprehensive loss FELHEEBEER
for the year = = = = (1,416) (1,416)
Equity-settled share option  LARR#ES (¥ 2 fE kg % 5F
arrangement 27 - 142 - - - 142
Share option cancelled by FRF BT HERE
forfeiture during the year 27 = (71) = = 71 =
Interim 2017 dividend paid S —ZE—tFhERE - - - - (626) (626)
At 30 April 2017 R-Z—tEWmMA=+AH 19,242 212 48 9,883 (400) 28,985
Balance at 1 May 2017 RZZ—t+FHA—B&H 19,242 212 48 9,883 (400) 28,985
Total comprehensive loss HREEERARE
for the period - - - - (55,412) (55,412)
Acquisition of subsidiaries s BE BT B A &) 26(b) 134,167 - - - - 134,167
Equity-settled share option  JARRAE S (2 i AR i 2
arrangement 27 - 94 - - - 94
At 31 December 2017 R-B—+F
+=HA=+—-8 153,409 306 48 9,883 (55,812) 107,834

The Company’s contributed surplus represents the excess of the
fair value of the shares of the subsidiaries acquired pursuant to the
reorganisation, over the nominal value of the Company’s shares
issued in exchange therefor. Under the Companies Act 1981 of
Bermuda, the contributed surplus account of the Company is
distributable to equity holders. However, the Company cannot
declare or pay a dividend or make a distribution out of contributed
surplus if () it is, or would after the payment be unable to pay its
liabilities as they become due or (i) the realisable value of its assets
would thereby be less than the aggregate of its liabilities and its
issued share capital and share premium account.
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INFORMATION ABOUT PRINCIPAL 38. XEMfBATFHE
SUBSIDIARIES
Particulars of the principal subsidiaries are as follows: FTEWNBRARFBEWOT ¢

e e e N
Percentage of

Nominal value equity attributable
of issued and to the Company
fully paid RAF
Place of incorporation/ ordinary share/ EERERD T
Name registration and business  registered capital Direct  Indirect Principal activities
ERTRAR
BT LER
L AR ES B AMEAREE B B TEXH
1 e e Y
Benchmark Profits Limited® British Virgin Islands US$1 - 100  Investment holding
ERAERRES 1£7 REER
Daohe Capital Limited Hong Kong HK$1 100 - Investment holding
BNEAERAR 9 1T REER
Daohe Management Limited Hong Kong HK$1 100 - Management services
BNERERAR BB 18T ERRH%
Ever Eagle Limited® British Virgin Islands Us$1 - 100 Investment holding
REERAREE 1% RERR
Glory Sino Limited® British Virgin Islands Us$1 100 - Investment holding
RBEAREE (EY RARR
Golden Rules Enterprises Limited Hong Kong HK$1 - 100 Investment holding
RRARAH BA 187 RARR
IGCS Group Limited® British Virgin Islands US$1 - 100 Investment holding
ERAERRES (E RARR
International Laboratory Services Limited Hong Kong HK$1 - 100  Provision of laboratory services
ARBERBERA BA 187 REBERY
Leyi Science and Technology Co. Ltd.*?® People’s Republic of China  RMB10,000,000 - 100  Software and information
R MEERRBR AR 2 hEEARLEAE AR 10,000,000 7T technology services and
development
IS B AR B 8
Linmark Agency (BVI) Limited® British Virgin Islands US$50,000 - 100  Investment holding
ERERREE 50,0007 RAZR
Linmark Agency (Hong Kong) Limited Hong Kong HK$10,000 - 100  Procurement agent
& 10,000/ 7C RERE
Linmark Development (BVI) Limited British Virgin Islands US$1 - 100 Procurement agent
ERAERARES 17 RERE
Linmark Holdings Limited® British Virgin Islands US$1 100 - Investment holding
RBEAREE (E RARR
Linmark (HK) Limited Hong Kong HK$2 - 100 Investment holding,
ME(FE)BRDA BE 28T procurement agent and
trad\ng of merchandise
RERR RERERERES
Linmark International (Bangladesh) Ltd.>  Bangladesh Taka4,120,000 - 100 Procurement agent
) 4,120,000~ RERRE
Linmark International (Hong Kong) Hong Kong HK$200,000 - 100  Investment holding and
Limited BE 200,000/ 7T procurement agent
HEER (BE)ERAR REZRERERE

ﬂ%H%@ﬁ@ 7217
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38. INFORMATION ABOUT PRINCIPAL 38. FEME A AF1E @
SUBSIDIARIES (continued)

! ! ____________! ____________| __________________|
Percentage of

Nominal value equity attributable
of issued and to the Company
fully paid N
Place of incorporation/ ordinary share/ EiERERAL
Name registration and business  registered capital Direct  Indirect Principal activities
ERITRAR
R, LER/
8 ERUPES 3k HAMEREE HE BE TEXHR
1 e Y
Linmark Merchandise Consultancy People’s Republic of China RMB1,500,000 - 100  Provision of marketing consultancy
(Shenzhen) Limited* -* FEARLAE AR ¥ 1,500,000 7T and product development
MERERELFA R services
BRAR"S RETSEERARERBERSE
Linmark Westman Investments Limited®  British Virgin Islands US$11 - 100 Investment holding
RREBRES NET REER
Loovee Holdings Inc.%® Cayman Islands US$160 - 100 Investment holding
HREHS 1607 RAER
Loovee (Hong Kong) Holdings Limited”®  Hong Kong HKS$1 - 100 Investment holding
LEERBERBERAR2S BE 18T REZK
Loovee Science and Technology People's Republic of China  RMB12,500,000 - 100 Investment holding and
Development Co. Ltd.*245 FE AR EAE AR 12,500,000 7T development and operation of
RITERRBERERRAR S online social platform
REZRRFAER
BER TR
Loovee Science and Technology People's Republic of China RMB1,000,000 - 100 Investment holding
(Shenzhen) Co., Limited* RE AR LAE AR #1,000,0007C BEER
("Shenzhen Loovee )" 25
SRR ORI ERAT
(TEEMEFRIN]) 25
Power Path Limited® Hong Kong HK$1 100 - Provision of secretarial and
BEAERAR® & 1A nominees services to the
fellow subsidiaries
RAZMBEDRAREWER
B AR
Shenzhen Leyi Cultural People's Republic of China RMB1,000,000 - 100 Production and distribution
Communication Co. Ltd.*?5 hEARLAE AR#1,000,0007T of film and television and
RYTEEERERD RS related activities
BUERBTBYRERAIS
HRES
Tamarind International Holdings British Virgin Islands US$1 - 100 Investment holding
Limited® ERERRES ES REER
Tamarind International Limited Hong Kong HK$1 - 100 Investment holding and
; 18T trading of merchandise
REZERRAEME S
Tamarind Trading (Shanghai) People’s Republic of China  RMB5,500,000 - 100 Procurement agent and
Limited* "5 i AREAE AR ¥ 5,500,000 7T trading of merchandise
AELBS (LB ERAR"S RERERERES
Tingo Consulting Company Limited Hong Kong HK$1 - 100 Money lending business
RBEEREBRAF Bk 187 ERER
Trend Xpress, Inc.> British Virgin Islands US$1 = 100 Investment holding and provision of
EEARRES 1% market trend consultancy services
REZRRIRHTHAR
R AR
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FEMHBQBFE @

Percentage of
equity attributable
to the Company
LS
EAERER DL

Direct  Indirect Principal activities

BE B IEXH

Nominal value
of issued and
fully paid
Place of incorporation/ ordinary share/
Name registration and business  registered capital
BORAR
EMAL EER
A% TR HEMEXEE
Trend Xpress Limited Hong Kong HK$2
B R RABR AR EE 28T
Westman Linmark (Thailand) Ltd. Thailand Ordinary shares
RE Baht 5,880,000 and
preference shares
Baht 6,120,000
ERR
5,880,000 % £k
REER
6,120,000 8%
Westman (Singapore) Private Singapore $$200,000
Limited R 200,000 £ H13K 7T
* For identification purpose only
1 The companies were registered as wholly-foreign-owned
enterprises under the laws of the PRC.
2 The companies were acquired on 1 June 2017 (note 28(a)).
8 The company was a newly incorporated limited liability company
under the laws of the PRC on 13 December 2017.
4 Loovee Development is a limited liability company established

under the laws of the PRC and under the legal ownership of two
independent third parties nominated by the Company (the “VIE
Equity Owners”). Shenzhen Loovee, an indirect subsidiary of the
Company, Loovee Development and the VIE Equity Owners
entered into certain structured contracts namely, the Exclusive
Technology Consulting and Services Agreement, the Business
Operation Agreement, the Exclusive Call Option Agreement, the
Equity Interest Pledge Agreements, the Powers of Attorney, the
Commitment Letters and the Spousal Consent Letters (together, as
"VIE Contracts”). The VIE Contracts provide the Group through
Shenzhen Loovee with effective control over Loovee Development.

5 The companies were not audited by Ernst & Young Hong Kong or
another member firm of the Ernst & Young global network.

The above table lists the subsidiaries of the Company
which, in the opinion of the directors, principally affected
the results for the period or formed a substantial portion
of the net assets of the Group. To give details of other
subsidiaries would, in the opinion of the directors, result in
particulars of excessive length.

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised
for issue by the board of directors on 23 March 2018.
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- 100 Provision of market trend
consultancy services

RSN S R AR

- 100 Procurement agent

FERE

- 100  Procurement agent

MR
-
1 RELARETEEEERANTEELE -

2 ZERRAR Tt FRA - BREEME
28(a)) °

3 ZRAB/N _E—LF+ - A+=ARBEHEDE
f?%ﬁ?ﬂﬂﬁklZﬁB&’&T ®

4 LURBARBEDBIAEKR L ARAR - 1A
RARAZMEBE =A% %A (VIERE
BEA]) - NARZEEHB A R LM R - %
WHERVERERE ABFILETHEBEL -
BVB R M AR RS - FBEL0E  BR
BERpE  RELRRE REETE  AH
[k K B (B A B (4578 [VIER# ) ° VIEA K-8 AR
T BB R EEE R Y| G W | S R 3% o

5 PAVNGIP S e e S T T e % e
BB E MK E RAIER o

EREJNEESRRIBFEAYHEELE
RAEBEEFEERNE D 2 AR BETH
BRA - BERA WANEMHBARZ
AR e EAEERBRITE

i ER B R K
EERERN T \FZA-+=BHAER
BRI B -
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Five-Year Financial Summary
O F BB E

RESULTS ¥
I Y D D D I
Eight months
ended
31 December
Year ended 30 April 2017
Bz
“E-tF
T=B=+-H
HEMA=THLEE LEAfEA
2014 2015 2016 2017
“2-mE  ZE-nE B ZB-+E
US$'000 US$'000 US$'000 US$'000 US$'000
TET TEL TET TEx TEn
(Restated) (Restated) (Restated)

(5 =31) e (5 =31)
] | | ] | | |
REVENUE g 103,397 97872 94,053 90,470 78,527
Cost of sales HERA (76,427) (72,879) (71,024) (68,851) (60,282)
Gross profit 7 26,970 24,993 23,029 21,619 18,245
Other income HehA 1,346 977 639 272 534
Selling and marketing expenses HERTIERERY = = = = (8,638)
General and administrative expenses —RRITHRX (23,329) (23,292) (22,285) (20910) (14,931)
Gain on disposal of a subsidiary LE-FHBARZ M - = = 62 -
Expenses in relation to a proposed —BREKEEEL

acquisition 353 = = = (638) -
Loss on deregistration of branches BB A AR ER = - - - -
Loss on dissolution of subsidiaries REMBLARZER (138) - () - -
Impairment loss on goodwill BENESE = = (887) = (73,098)
Operating profit EERT 4,849 2678 9N 405 (77,888)
Interest income FBHA 7 7 14 16 9
Share of loss of a joint venture EE—FREEARZER () - - _ ")
Profit before tax B AR R 4,855 2,685 505 N (77,880)
Income tax (expense)/credit FEH (Ax)/ B4 (399) (1,009) (1,118) (167) 1,690
Profit/(loss) for the year attributable to AARIBEANEGFE

owner of the Company B/ (B8 4,456 1,676 (613) 254 (76,190)
Profit/(loss) for the year THATEEERE

attributable to: H/(B5E)

Owners of the Company ARAERA 4,456 1,676 (560) 290 (76,187)

Non-controlling interests FERER - - (53) (36) (3)
Dividends & 1,942 1,069 681 626 (76,190)
Distribution ik 12,863 - - - -
Earnings/(loss) per share (US cents) BRERH/(58)(F)

Basic* YN 043 0.16 (0.05) 003 (5.24)

Diluted* g 043 0.16 (0.05) 0.03 (5.24)

* Earnings per share for the years ended 30 April 2013, 2014, 2015 and 2016
have been adjusted for the effect of Share Subdivision of the Company

with effect from 10 August 2017..
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Five-Year Financial Summary

IFMBHE

ASSETS AND LIABILITIES BEENERE
| [ [ | [ [ |
At
31 December
At 30 April 2017
iy
“E-tF
+=A
REA=t1H =f-H
2014 2015 2016 2017
“E-mE ZE-nE B ZR-tE
US$'000 US$/000 US$'000 US$'000 US$'000

TEL T T TEn xR

Non-current assets ErRedE 26,895 26,773 21,522 29,767 124,290
Current assets mEAE 23820 24,585 32,358 29,599 27,329
Total assets BESE 50,715 51,358 59,880 59,366 151,619
Current liabilities mEAE (16,993) (17,961) (18,424) (16,925) (20,734)
Non-current liabilities FnBEE (1,005) (809) (512) (1,781) (19,394)
Total liabilities BELE (17,998) (18,770) (18,936) (18,706) (40,128)
Net assets BEFE 2,717 32,588 40944 40,660 111,491

BREREEARAT
Nl hry 22

—=



Corporate Information

ANCIE=ve

NON-EXECUTIVE DIRECTOR
ZHOU Xijian (Chairman)

EXECUTIVE DIRECTORS
YU Lei (Chief Executive Officer) (appointed on 1 January 2018)
WONG Hing Lin, Dennis (President)
HO Chi Kin (Chief Financial Officer)
(appointed on 13 February 2018)

INDEPENDENT NON-EXECUTIVE DIRECTORS
WANG Arthur Minshiang

LAU Shu Yan

ZHANG Huijun

EXECUTIVE COMMITTEE

YU Lei (Chairman of the Committee)
(appointed on 1 January 2018)

WONG Hing Lin, Dennis

HO Chi Kin (appointed on 13 February 2018)

AUDIT COMMITTEE

LAU Shu Yan (Chairman of the Committee)
WANG Arthur Minshiang

ZHANG Huijun

REMUNERATION COMMITTEE

WANG Arthur Minshiang (Chairman of the Committee)
ZHOU Xijian (appointed on 1 January 2018)

ZHANG Huijun

NOMINATION COMMITTEE
ZHOU Xijian (Chairman of the Committee)
WANG Arthur Minshiang

ZHANG Huijun

COMPANY SECRETARY
LO Yin Wan (appointed on 14 December 2017)
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REGISTERED OFFICE
Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda

HEAD OFFICE AND PRINCIPAL PLACE
OF BUSINESS

Suites 1908-12, 19/F., Shui On Centre,

6-8 Harbour Road, Wanchai, Hong Kong

PRINCIPAL SHARE REGISTRAR AND

TRANSFER OFFICE

Conyers Corporate Services (Bermuda) Limited
(formerly: Codan Services Limited)

Clarendon House, 2 Church Street,

Hamilton HM 11, Bermuda

HONG KONG BRANCH SHARE REGISTRAR
AND TRANSFER OFFICE

Tricor Standard Limited

Level 22, Hopewell Centre,

183 Queen'’s Road East, Hong Kong

AUDITOR

Ernst & Young

22nd Floor, CITIC Tower, 1 Tim Mei Avenue,
Central, Hong Kong

PRINCIPAL BANKERS

Standard Chartered Bank (Hong Kong) Limited
13th Floor, Standard Chartered Bank Building,
4-4A Des Voeux Road Central, Hong Kong

Citibank, N.A.
48th Floor, Citibank Tower, Citibank Plaza,
3 Garden Road, Central, Hong Kong

Corporate Information
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Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda
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Conyers Corporate Services (Bermuda) Limited
(BI78 : Codan Services Limited)

Clarendon House, 2 Church Street,

Hamilton HM 11, Bermuda
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Shareholder Information

AR

Listing Listed on the Main Board of
The Stock Exchange of Hong Kong Limited
since 10 May 2002
Stock Code 915
Board Lot : 1,000
Par Value One and one third US cents
(with effect from 10 August 2017)
Trading Currency  : HK$

FINANCIAL CALENDAR 2017

Financial period ended

Results announced

Register of members closed
(for ascertaining shareholders’ rights to
attend and vote at the AGM)

AGM

Interim results to be announced

31 December 2017
23 March 2018

18-24 May 2018
31 May 2018
end of August 2018*

* subject to change

FINAL DIVIDEND

The Board does not recommend the payment of a final dividend in respect
of the period ended 31 December 2017.

CLOSURE OF REGISTER OF MEMBERS FOR
ANNUAL GENERAL MEETING

For the purpose of ascertaining the shareholders’ rights of attending and
voting at the forthcoming AGM, the register of members of the Company
will be closed from Friday, 18 May 2018 to Thursday, 24 May 2018, both days
inclusive. In order to be entitled to attend the AGM, all completed transfer
forms accompanied by the relevant share certificates must be lodged with
the Hong Kong branch share registrar of the Company, Tricor Standard
Limited, not later than 4:30 p.m. on Thursday, 17 May 2018.

SHAREHOLDER SERVICES

For enquiries about share transfer and registration, please contact the
Company's Hong Kong branch share registrar:

Tricor Standard Limited

Level 22, Hopewell Centre,

183 Queen’s Road East, Hong Kong
Telephone: (852) 2980 1768
Facsimile: (852) 2528 3158

Holders of the Company’s shares should notify the Hong Kong branch share
registrar promptly of any change of addresses.

INVESTOR RELATIONS

For enquiries relating to investor relations, please contact:

Daohe Global Group Limited
Suites 1908-12, 19/F., Shui On Centre,
6-8 Harbour Road, Wanchai, Hong Kong

Telephone: (852) 3692 2988

Facsimile: (852) 3692 2931

Email: ir@daoheglobal.com.hk
Website: www.daoheglobal.com.hk
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Daohe Global Group Limited
ENRREEHRAR

Suites 1908-12, 19/F, Shui On Centre,
6-8 Harbour Road, Wanchai, Hong Kong
BB EEIE-SH I /01912 1008-12F

Tel BRE 1 (852) 3692 2988
Fax {25 :(852) 3692 2931
Website #8134 : www.daoheglobal.com.hk
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