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On behalf of the board of directors, | am pleased to present the
annual results of Daohe Global Group Limited (the “Company”,
together with its subsidiaries, the “Group” or "Daohe Global”)
for the year ended 31 December 2018.

In the past year, the global trade situation was clouded by the
China-US trade conflict, which presented major challenges to
our trading and supply chain management services in the latter
half year. Nonetheless, the Group still recorded a revenue of
approximately US$107.5 million in the year, with credits to a
satisfactory growth in revenue of around 195.2% year-on-year of
our operation of online social platforms business which
commenced in 2017, and contributed around US$43.5 million to
the Group. This performance is clear evidence that our
expansion into this new business was the right decision and
direction.

Looking ahead, we believe the China-US trade dispute is
unlikely to be resolved shortly, so the global trade conditions
will remain unstable and create obstacles for our trading and
supply chain management services, particularly in the first half
of 2019. But Daohe Global has been engaged in the industry for
over half a century and has established long-term solid
relationships with brand partners and retail customers, enabling
us to understand their difficulties and needs. Thus we have
confidence in leading the Group forward and overcoming the
challenges ahead. To further consolidate our cooperation with
our current business partners, on top of expanding our product
mix, we will explore other areas suitable for procurement, so as
to satisfy those who need procurement outside of China, in
particular the US-based business partners.
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Chairman’s Statement
TEREE

As for the operation of the online social platforms, in addition
to keen competition in the industry, the China government has
tightened its grip on the approval of mobile games. While we
are not optimistic about the operating environment for the
coming year, we still believe that it offers outstanding
opportunities for growth. According to the latest report from
the China Internet Network Information Center, the number of
Internet users in China reached 829 million as of December
2018, with 817 million of them using mobile phones, creating
the biggest market in the world. Capitalising on our successful
experience in developing our claw crane mobile online game,
we target to develop more mobile games to meet the huge
demand for innovative online social and entertainment
experiences by users.

In light of the volatile operating environment during recent
years, we have decided to terminate the money lending
business in 2019, and allocate the resources to the businesses
of the trading and supply chain management services and the
operation of online social platforms, as they have greater
potential for development. We will also explore other promising
investment opportunities in order to generate the best returns
for 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, 26 March 2019
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Management Discussion and Analysis

Business Review

Overview

The current financial year covering 12 months from 1 January
2018 to 31 December 2018 may not be entirely comparable with
last year's results which included only eight months from 1 May
2017 to 31 December 2017, as the Company changed its
financial year end date from 30 April to 31 December since the
financial year 2017.

During the year ended 31 December 2018, the Group achieved
a revenue of approximately US$107.5 million (eight months
ended 31 December 2017: approximately US$78.5 million), with
credits to a satisfactory growth in revenue of its online social
platforms acquired in 2017, which contributed approximately
US$43.5 million of revenue (eight months ended 31 December
2017: approximately US$14.8 million).

Gross profit was approximately US$27.7 million (eight months
ended 31 December 2017: approximately US$18.2 million), of
which approximately US$9.4 million was contributed by the
operation of online social platforms (eight months ended 31
December 2017: approximately US$3.0 million).

Operating expenses amounted to approximately US$33.0
million (eight months ended 31 December 2017: approximately
US$23.6 million). The increase was mainly attributable to the
increase in expenses in relation to the operation of the online
social platforms business, which was in line with the business
growth in this segment.

Loss for the year ended 31 December 2018 amounted to
approximately US$84.2 million (eight months ended 31
December 2017: approximately US$76.2 million). The loss
included non-cash impairment losses on goodwill of
approximately US$66.5 million and amortisation and impairment
losses on other intangible assets of approximately US$35.0
million (eight months ended 31 December 2017: non-cash
impairment losses on goodwill of approximately US$73.1 million
and amortisation of other intangible assets of approximately
US$7.6 million). Excluding the non-cash impairment losses on
goodwill, amortisation and impairment losses on other
intangible assets, net of deferred tax credit of approximately
US$8.7 million (eight months ended 31 December 2017:
approximately US$1.9 million), the Group's profit for the year
ended 31 December 2018 would have been approximately
US$8.6 million (eight months ended 31 December 2017:
approximately US$2.6 million).
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Management Discussion and Analysis
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Segmental Analysis

Operating Segmentation

The Group's business comprises three operating segments: (i)
trading and supply chain management services; (i) operation of
online social platforms; and (iii) money lending business.

() Trading and supply chain management services
During the year ended 31 December 2018, shipment value
for trading and supply chain management services was
approximately US$185.0 million (eight months ended 31
December 2017: approximately US$145.5 million).

Shipment value for provision of services and trading of
merchandise accounted for approximately 72% and 28%
(eight months ended 31 December 2017: approximately
62% and 38% respectively) of the Group's total shipment
value respectively.

Geographical Analysis

/ 5|= *ﬁ.

ﬂ«(#é iﬁ

$‘EIZ%7E§’\%WI%§%“*§ VB 5 KkHrE
BEERRG () EEPELERZFE RGN ER
E

() EBIZRMHEEEEITRY
HE-_Z—)\F+-A=+—HLFE -
SLBREBEEERBZNEE B ﬁﬂj
185,000,000 T(HE=-ZFE—tF+ =8
=+—HI1/\MEA : 4145,500,000%T) °

RUERBEEGRE S TESBED BILE
NEBNBEESEEHT2% N 28% (BE-F
—+tE+-A=+—BILNEAR: DRH
62% F%.38%) °

b3k o 4

Shipment Value

HEEHE
Eight
Year Ended Months Ended
31 December 31 December
2018 2017
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North America 1E3EM 74.5
Europe BM 344
Others Hh 36.6
Total &t 145.5

Shipments to North America were approximately
US$101.9 million, contributing approximately 55.1% of the
total shipment value (eight months ended 31 December
2017: approximately 51.2%).

Shipments to Europe were approximately US$48.0 million
and presently account for approximately 25.9% of the total
shipment value (eight months ended 31 December 2017:
approximately 23.6%).
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(ii)

(iii)

Management Discussion and Analysis

Shipments grouped under "Others”, comprising mainly
shipments to the southern hemisphere, represented
approximately 19.0% of the total shipment value (eight
months ended 31 December 2017: approximately 25.2%).
The drop was mainly due to decrease in orders from
certain Australian customers.

The trading and supply chain management services
segment recorded revenue of approximately US$64.0
million (eight months ended 31 December 2017:
approximately US$63.7 million), representing
approximately 59.5% of the Group's total revenue (eight
months ended 31 December 2017: approximately 81.1%).

Operation of online social platforms

On 1 June 2017, the Group acquired the entire issued
share capital of Loovee Holdings Inc. (“Loovee”). Loovee,
through its subsidiaries, is principally engaged in the
operation of online social platforms. It provides a variety
of online social and entertainment services, including a
claw crane mobile online game, to a large number of
users in the People’s Republic of China (the “PRC"). The
revenue of this segment surged by 195.2% to
approximately US$43.5 million (eight months ended 31
December 2017: approximately US$14.8 million),
contributing around 40.5% of the Group’s total revenue
(eight months ended 31 December 2017: approximately
18.8%).

Money lending business

There was no loan granted or no new borrower during the
year ended 31 December 2018 (eight months ended 31
December 2017: US$95,000).

As the business environment has been highly volatile in
these years, the management decided to terminate the
money lending business in 2019, so that the Group can
focus its resources on developing its two major businesses.

(i1)

(iii)
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Management Discussion and Analysis

BIRE S W AT

Impairment Losses on Goodwill and Other Intangible
Assets

During the year ended 31 December 2018, the Group
recognised non-cash impairment losses on goodwill and other
intangible assets of approximately US$66.5 million and US$21.7
million respectively, of which approximately US$12.7 million and
US$75.5 million were allocated to the trading and supply chain
management services and operation of online social platforms,
respectively.

The impairment losses have been made in view of the
increasingly competitive and challenging business environment
and the management expects a future decline in revenue in
both business segments.

Regarding the operation of online social platforms, the Group
had achieved a satisfactory performance in terms of the growth
rate and the actual average number of monthly new users
achieved for the six months ended 30 June 2018. However, the
Public Information Network Security Supervision Branch of the
Public Security Bureau of Shenzhen* (RIITT AL B R H(=E B4
BERERD ) imposed a new government policy in August
2018 pursuant to which the identities of all the online users have
to be verified with valid mobile numbers, and the contents on
the operation of online social platforms including live streaming
presented to the public are under the measures of monitoring
and control. The management was fully aware of the
implementation of the new government policy and closely
monitored the impact on the business in the subsequent
months. The number of monthly new users and the monthly
revenue dropped significantly in December 2018 and the
management considered that the new government policy has
adversely affected the business and should be the key reasons
for the decrease in the average number of monthly new users in
the operation of online social platforms and live streaming
businesses.

The revenue and monthly new users continue to decrease in
2019 and the Group revised a forecast based on the latest
position. As a result, an impairment loss on goodwill and other
intangible assets of US$75.5 million in relation to this segment
was provided in the financial statements for the year ended 31
December 2018.

*  For identification purpose only

BEKEMETLEERERSE

HE-Z-N\E+-_A=+-RHBIFE *&H
REENEMENEES FIRRIERSHERIE
#966,500,0003% 7T K% 21,700,000 T H # 4
12,700,000 & 7T & 75,500,000 T A BN B E B 5
MR E BRI LR/ EARFS o

BEEBRDEREHREZEF MBI RKBIES
B T2 [ TR B W TR ZE 7% B R SR UL &5 75 B P T BR T 4
|L—+_I1 o

RREREHRFEME  BE-_FT—/\FXA
=HHERER  AEBEERXRERYHE
HFRPABTERES ARENRE - AW -
RYITRALBRARELSEELE2EESRN %
—N\ENAER—BFORE B FFAEKLE
RPOGNEBBAERNFTHIRHEETZE M
REP LR FanAR(BERARBETROHER)
HRIEEREE BEEERAD THAIBENE
R TENERERANAHXBOEE -
BRAMAPABEEARENR T N\F+_H
RIETF EEBRRNBREEBEETNE
£ WERMAAKEBLHERXFENERERNET
AFTRPFOANBRPHEZRRA -

WahBAMAPR - NFlERD  mA
SEREEHANETEY - At HE-F
“N\FE+ZA=+t—HLFE ZOoMNEER
H b #5712 & 2 Rl 8 &5 18 75,500,000 5 7T 2 R 81 75
WRETIRAAE -

* {EHER

008

Daohe Global Group Limited
Annual Report 2018



Management Discussion and Analysis

The above factors and circumstances were not anticipated at
the time of the acquisition of Loovee, the company operating
the online social platforms in 2017.

In respect of the trading and supply chain management
services, the Group recognised an impairment loss on goodwill
of US$12.7 million allocated to the cash-generating units of
trading and supply chain management services of which US$9.7
million was provided in the 2018 interim results and disclosed in
the profit warning announcement of the Company dated 8
August 2018. The recognition of the impairment loss in the 2018
interim results was a result of the increasingly challenging and
competitive business environment of this segment, the
reduction in the orders received from the customers under the
segment to which the goodwill related and the management’s
expectation that the growth of the business in this segment will
continue to slow down.

The financial conditions deteriorated in the second half of 2018
due to the China-US trade war but the impact had not been
fully reflected until early 2019. The management of the
Company assessed the business outlook for 2019 based on the
orders received on hand and expected the business will drop
further, in particular due to fewer orders from United States
customers who are adversely affected by the trade war.
Accordingly, a further impairment loss on goodwill of US$3
million in relation to this segment was provided in the financial
statements for the year ended 31 December 2018.

The abovementioned impairment losses are recognised based
on the results of impairment tests for the goodwill and other
intangible assets concluded by an independent valuer using the
income-based approach, based on their values in use in
accordance with HKAS 36. Details of the goodwill and other
intangible assets are set out in Notes 13 and 14 of this annual
report.
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Management Discussion and Analysis

BIRE S W AT

The pre-tax discount rate for the operation of online social
platforms decreased from 28% as at 31 December 2017 to 27%.
For the trading and supply chain management services, the pre-
tax discount rate decreased from 12% as at 31 December 2017
to 8% as at 31 December 2018. The change in discount rate is
due to the change of beta, debt to equity ratio, cost of debt,
risk-free rate and market risk premium affected by market
conditions.

Save as mentioned above, there was no material change in the
assumptions for the impairment assessment for the operation of
online social platforms or the trading and supply chain
management as at 31 December 2017 and 31 December 2018.

Hong Kong Tax Case

As at the date of this annual report, the Group has received
protective assessments amounting to approximately
HK$197,000,000 (equivalent to US$25,321,000) 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 2012/2013 (the “Case”). The Group has lodged
objections 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 these years.

The Group has 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 has required
additional evidence from the Group to further assess the tax
position. As at the date of this annual report, the Case is still
under negotiation with the IRD. Despite the unknown outcome,
sufficient tax provisions have been made in the financial
statements based on the information available.
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Management Discussion and Analysis

Financial Review

Financial Resources and Liquidity

The Group's financial position remained healthy with cash and
cash equivalents of approximately US$17.2 million as at 31
December 2018 (2017: approximately US$13.3 million). 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 2018 (2017: approximately
US$10.3 million and US$0.1 million, respectively).

The Group had a current ratio of approximately 1.6 and a
gearing ratio of zero, based on no interest-bearing borrowings
and total equity of approximately US$24.6 million as at 31
December 2018. There has not been any material change in the
Group's borrowings since 31 December 2018.

As at 31 December 2018, trade receivables amounted to
approximately US$8.8 million (2017: approximately US$8.6
million). Gross trade receivables aged over 90 days, which
amounted to approximately US$1.2 million and which are
related to trading and supply chain business, are being carefully
monitored by management and sufficient provision has been
made.

The Group's net asset value recorded was approximately
US$24.6 million as at 31 December 2018 (2017: approximately
US$111.5 million).

The majority of the Group's transactions during the year ended
31 December 2018 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 2018, the Group had no material contingent
liabilities or guarantees, or charges on any Group assets.
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Management Discussion and Analysis

BIRE S W AT

Remuneration Policy and Staff Development Scheme
As at 31 December 2018, the Group had 389 employees (2017:
400). Total staff costs for the year ended 31 December 2018
amounted to approximately US$15.3 million (eight months
ended 31 December 2017: US$10.8 million).

The Group offers competitive remuneration schemes to its
employees based on industry practice as well as 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 performance and that of the Group as a whole.

Prospects

Looking ahead, the management expects that the global
economic environment is likely to remain uncertain in view of
the ongoing China-US trade dispute, posing challenges to the
Group's trading and supply chain management services
business, especially in the first half of 2019. Exports have been
negatively affected as customers are now more conservative, in
particular, the United States (“US") customers are demanding
for shifting the sourcing away from the PRC.

The headwinds should not, however, impede the Group's
efforts to continue to develop new business and expand
procurement beyond China in order to meet customers’
requirements, especially for those from the US. Just as
importantly, the Group will steadfastly continue to expand its
product offerings and offer competitive prices so as to
strengthen ties with its key customers. Constantly seeking
efficiency, the Group will also embrace information
technologies to implement positive changes to its operations.

As for the operation of online social platforms, “Duimian”, one
of the Group's gamified mobile social networking platforms, is
expected to be adversely affected by tighter government policy
and intensified industry competition in the PRC in the coming
year. Unwaveringly, the Group will continue to develop and
launch a variety of innovative mobile entertainment games,
building on the foundation of its self-developed claw crane
mobile online game which is among the most popular of its

kind.

To summarise, the Group will continue to develop its two major
businesses and carefully evaluate suitable acquisition and
investment opportunities in order to create better value for
shareholders of the Company.
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Biographical Details of Directors and Senior Management

Non-executive Director

Mr. ZHOU Xijian, aged 44, 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 M & & %X £ B H 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 It FRA& XL EER D
BBR AT (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.

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

EENEREREEER

Executive Directors and Senior Management

Mr. WONG Hing Lin, Dennis, aged 49, was appointed as an
Executive Director of the Company on 1 September 2010 and
was appointed as the Chief Executive Officer of the Company
on 1 January 2019. He is the Chairman 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 United States of
America, 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 50, 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 of 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 of 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

EENSAEERER

Independent Non-executive Directors

Mr. WANG Arthur Minshiang, aged 58, 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
member of the board and audit committee of NASDAQ listed
Homeinns Hotel Group, one of China’s leading hotel chains. Mr.
Wang was a member of the board and the 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 the chairman of the audit
committee 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 United States of
America.
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Biographical Details of Directors and Senior Management

Independent Non-executive Directors (continued)

Mr. LAU Shu Yan, aged 37, was appointed as an Independent
Non-executive Director of the Company on 11 January 2017.
Mr. Lau is 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), an
independent non-executive director and chairman of the audit
committee of & I T BF 3 18 Rl i% 19 B R 2 7] (Shenzhen
Mingwah Achan High Technology Corporation Limited*) (stock
code: 8301), and 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 these companies are
listed on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). Mr. Lau graduated from the 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

EENSAEERER

Independent Non-executive Directors (continued)

Mr. ZHANG Huijun, aged 62, 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 RFEEMRHE (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 PRI E & &
TR FET (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
a member of XA EHNSEERZLEHEIIELZESR
(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

BYEHTESE W)

REBEXE 2 R_E—tF-A+—HE
RERARRABIUFNTES - RAEEBRKR/E

FEENZBE FHZBERRERZBEEE
ZKE -

REERA/THERRHE - ERBEEZRHER
ERFREMRBEIEFE  HEBWHRE R
GEIEME  ERABFECEREMFHE -
TREXSHRMAERRE  PREEZERK
MBESREEREREFHEE  BEBHEBNEEE -
HEN2EEMBELEXBUEELREELE -
BRARBEZHBERSEEREZEHE TELRES
28 PHEFZRWSHEZESHIHK -
ERFANRESEFER  TERHESHE
BleRLEZEBRBRAFRERER - KLt
NRIEREZBRBE L EEMRHAE - KRR
—HENFEALREZERBE R (78I 1
—NANZFEARE EEXR(EXRET)B2L

87 - FAF  REENBENGEEXRREREH -

* EHRES

018

Daohe Global Group Limited
Annual Report 2018



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 & 55 #§ & 2k £ 2 (Outstanding
Tutor Award*) at the 99 & B K £ 4 # {i7 &7 (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 EAFCE 2 EBE(ZRBE)
(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 Italy. Being the awardee of FEISX (b EHE A A HEFHK 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
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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”).

During the year ended 31 December 2018, 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 year ended 31 December 2018.

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 year ended 31 December
2018.
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(B) BOARD OF DIRECTORS

Board Composition

During the year ended 31 December 2018, the Board had
seven Directors comprising three Executive Directors, one
Non-executive Director and three Independent Non-
executive Directors. During the year ended 31 December
2018, the Company had at all times complied with Rules
3.10 and Rules 3.10A of the Listing Rules. With effect from
1 January 2019 and up to the date of this annual report,
the Board had six Directors after the resignation of Mr. YU
Lei as an Executive Director.

The Directors have given sufficient time and attention to
the Company’s affairs during the year ended 31 December
2018. 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 is a director and shareholder of Dache
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.

Biographical details of the Directors are set out
in the "Biographical Details of Directors and Senior
Management” section of this annual report.
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Board Diversity Policy

The Company has adopted a board diversity policy (the
“Board Diversity Policy”) on 30 August 2013 (which was
revised on 14 December 2018) setting out the approach to
achieve diversity on the Board.

The Company recognises the importance of having a
diverse team of Board members, which is an essential
element in maintaining an effective Board and enhancing
corporate governance standard. The Nomination
Committee of the Company is delegated the authority
(amongst other things) to review and assess the diversity
of the Board, with the objective of maintaining an
appropriate mix and balance of skills, knowledge,
experience and diversity of perspectives on the Board
which are appropriate to the requirements of the
Company's business.

Selection of candidates will be based on a range of
diversity perspectives, including but not limited to skills,
knowledge, industry and professional experience, cultural
and educational background, gender, age and length of
service. The ultimate decision will be based on merit and
contribution that the selected candidates will bring to the
Board. The Nomination Committee shall discuss and
where necessary, agree on the measurable objectives
for achieving diversity on the Board and make
recommendation to the Board. The Board may adopt
and/or amend from time to time (as applicable) such
diversity perspectives and/or measurable objectives that
are appropriate to the Company’s business and Board
succession planning, as applicable.
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Director Nomination Policy

The Company has adopted a director nomination policy
(the "Director Nomination Policy”) on 14 December 2018
setting out the procedures and criteria to be used by the
Company in relation to the selection, appointment and re-
appointment of Directors to ensure that the Board
maintains an appropriate mix and balance of skills,
knowledge, experience and diversity of perspectives to
the requirements of the Company’s business.

The Nomination Committee shall make reference to this
Director Nomination Policy and the Board Diversity Policy
to nominate suitably qualified candidates to the Board
for it to consider and make recommendations to the
Shareholders for election as Directors at general meetings
or appointment as Directors to fill casual vacancies or as
an addition to the Board.

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.
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To comply with the requirement under the CG Code, the

Board is also responsible for performing the corporate

governance duties including but not limited to:

develop and review the Company’s policies and
practices on corporate governance and make
recommendations to the Board;

review and monitor the training and continuous
professional development of the Directors and
senior management;

review and monitor the Company’s policies and
practices on compliance with legal and regulatory
requirements;

develop, review and monitor the code of conduct
and compliance manual applicable to employees
and Directors; and

review the Company’s compliance with the code
and disclosure in the corporate governance report.

During the year ended 31 December 2018, the Board met
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.

TEEEATINZRE EFENAR
XERRE  BREEFRR :

- HERBRFSAQATHDEERER
B YREESROES

- RHREREFRBREEARME
RS EERER -

- BRARERARFREETEENEE
METEOBRERER

- HIE - REKREREEREFNERT
ERIRARTM : R

- BEAREESTTANERRE(RE
EIRME) MK -

F@i —N\F+_A=+—H8LtFE"
i %AEM R R HLER S R BB R
b2 m%amﬁﬁﬁmiﬁﬁﬁimL#F
S W B MR R BB RE RS R BUR

024

Daohe Global Group Limited
Annual Report 2018



The Company currently has four Board committees. The
table below provides membership information of these

Corporate Governance Report

committees on which each Board member serves.

Board Committees

NAEAME

ARRBEERANEEEEES - TRIIEH
BEFENEAEZFLE QR AEERRA -

EEZEg Executive Audit Remuneration  Nomination

Directors Committee Committee Committee Committee

= HiTEEE EREEE FMzEE REZES

| | | | |

Non-executive Director FHTES

ZHOU Xijian (Chairman) BFER(ERE) M C

Executive Directors BITEE

WONG Hing Lin, Dennis ™ BREFEMED C

(Chief Executive Officer and (FTHBHREE)
President)
HO Chi Kin M2 EEEE M
(Chief Financial Officer) (B TcAaEs)
Independent Non-executive ~ BIUFHTES
Directors
WANG Arthur Minshiang TEH M C M
LAU Shu Yan KN C
ZHANG Huijun REE M M M
Ex-Directors AEE
YU LejMNete3) /_-F\EEIJ.(W%) C
(Ex-Chief Executive Officer) (RIfTHAEE,)

TSANG Chun Ho, Anthony wiEx M
(also known as Zichen) Mot (B ATR) M
(Ex-President) (Risa%)

Notes: Bt

1. Mr. WONG Hing Lin, Dennis was appointed as the Chief Executive 1. EEFAEE T -NF-A - BREZEARTT
Officer and the Chairman of the Executive Committee with effect BRBHFRTEEGERE -
from 1 January 2019.

2. Mr. HO Chi Kin was appointed as an Executive Director and a 2. MHBEFEE T \F_AT=ZBREZER
member of the Executive Committee with effect from 13 February WITEENRITEZEGKE - KA T — \F—
2018. He was appointed as the Chief Financial Officer of the A—RREZERRAR M AE -

Company with effect from 1 January 2018.

3. Mr. YU Lei resigned as an Executive Director, the Chief Executive 3. REEEB T - NF-—A—BEFHENTE
Officer and the Chairman of the Executive Committee with effect FTREHEERATZESERE -
from 1 January 2019.

4. Mr. TSANG Chun Ho, Anthony (also known as Zichen) resigned as 4. BErEE(MEBAFR)BE-ZZE—NE=A
an Executive Director, a President of the Company and a member ZH=AEHENTES AD Tﬁ@ﬁ&ﬁﬁ;
of the Executive Committee with effect from 23 March 2018. 8gKE -

@ Chairman of the relevant Board committees @ EAEEZE8ENER

M Member of the relevant Board committees M EHBEZZEEMKE

BHRFEEBRAF
- \FER
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Board Meetings and Committees Meetings
The attendance of individual Directors at the Board and
its committee meetings, and the annual general meeting
(the "AGM") of the Company held during the year ended
31 December 2018 is set out in the following table:

%$%§%§&§E%ﬁ%

BREEHEARRANBEC

—N\F+=A

=t+— R FEES TWﬁ%Q&E%%@%
BEMERBFAE ((RRAFAE))NER

FHIINTR -

Attendance/Number of Meetings

HEE/EEAY
Executive Audit  Remuneraton ~ Nomination Annual
Board Committee = Committee  Committee  Committee General
Name of Directors £33 Meeting Meeting Meeting Meeting Meeting Meeting
E2e YTZ88 EHZEEE §FHWZEEE REZEE BRE
B EE S S EE AEAE
I R D D D D R
Non-executive Director FHTES
ZHOU Xijian A% R 34 NANER  NATEA 17 17 01
Executive Directors HTES
WONG Hing Lin, Dennis BEE 4/4 66 NAMEER NATER NATEHR 1
HO Chi Kin Mete (B 4/4 33 *202  NATER  NATER N
Independent Non-executive BUFHTES
Directors
WANG Arthur Minshiang Eat g2 44 N/ATER 212 171 171 0/1
LAU Shu Yan LN 4a  NATER 22 NANER  NATEA 11
ZHANG Huijun REE 34 NATER 202 171 171 0/1
Ex-Directors HEE
YU Leij Mete? $E (D 4/4 66 NATEE  NATER  NATEA 0/1
TSANG Chun Ho, Anthony itz 1/1 03  NANER NATER NATER NATER
(also known as Zichen) Nete3 (FRATR)
Number of meetings held SENBITAH 4 b 2 1 1 1
Notes: HteE -

1.

Mr. HO Chi Kin was appointed as an Executive Director and a
member of the Executive Committee with effect from 13 February
2018. He was appointed as the Chief Financial Officer of the
Company with effect from 1 January 2018.

Mr. YU Lei resigned as an Executive Director, the Chief Executive
Officer and the Chairman of the Executive Committee with effect
from 1 January 2019.

Mr. TSANG Chun Ho, Anthony (also known as Zichen) resigned as
an Executive Director, a President of the Company and a member
of the Executive Committee with effect from 23 March 2018.

The Director is not a member of the committee at the relevant time
but attended the meetings by invitation.

1. MHEBEER —F—

NFEZA+=HREZER

WITEERAITREEKE - BT~ \F—
A—RREZERARBZHTHEE -

2. REEEB-F

—NE-A-HERBIRHTE

FTBRBEEBTRERIR

3. BRREE(MBATRIBEZF-N\F=A
ZHE=ARBERTES  ARFBHERRITE

BEKE -

* REARHESTFAZEGREERALES
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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
spends sufficient time performing his responsibilities. Key
issues and decisions made during the meetings were
communicated to the Directors in a timely manner.

Chairman and Chief Executive Officer

Currently, the Chairman of the Board and the Chief
Executive Officer ("CEQ") of the Group are Mr. ZHOU
Xijian and Mr. WONG Hing Lin, Dennis (who was
appointed on 1 January 2019 in replacement of Mr. YU
Lei) respectively. The roles of Chairman and CEO 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 a formal letter of
appointment to Mr. Zhou setting out the key terms of his
appointment.
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RRERRE
Code provision E.1.2 of the CG Code requires the EEGTATAEXEEI2BR[TEERF
Chairman to attend the AGM. Due to other business BAHFERRBFAZ BN EMERES
commitments, Mr. ZHOU Xijian was not able to attend the WRAFGBEEXREEER-_ZSE—N\ERHA
AGM held on 31 May 2018 (the “2018 AGM"). Mr. HO =t—HRBTHRRAFREG ([Z2-N\F
Chi Kin, an Executive Director and the Chief Financial BRERBEXE]) - KABMITEFFRUTFA
Officer of the Company, acted as the chairman of the 2018 BB ELDEEA T \ERFRAEKX
AGM to ensure an effective communication was carried SFE  UBRENRFETEVER -
out with the Shareholders.
Independent Non-executive Directors BYFHITES
Every Independent Non-executive Director is appointed BERBIIFNTESCRBEZERIZETE
for a specific term under his letter of appointment. All THREZ T - IBRIBFABIAHA  2EEE (8
Directors including Independent Non-executive Directors EBYIERTES) BERNRERERES +F
are subject to retirement by rotation and eligible for re- —FEIBERET R BFEERTEBEERE
election at the AGM at least once every three years in EE o ARREMEBIRMITESTFHIE
accordance with the Bye-laws. The Company has issued NAORIER - BB ERENFE B -
formal letter of appointments to its Independent Non-
executive Directors setting out key terms of their
appointments.
The Company has received written annual confirmation ARAREEINSBIIIERTEENEMFE
from each Independent Non-executive Director of his WRE  BRAESEH[E LHHRAE 313K
independence pursuant to Rule 3.13 of the Listing Rules. Frifiz Btk - RIBEBABERENASD - A
Based on the contents of such confirmation, the Company NEREREB I IENTESHETEBILE
considers all of the Independent Non-executive Directors 7% e
to be independent.
Independent Non-executive Director who has ERBNFENBIIHITES
served for more than nine years
Mr. WANG Arthur Minshiang has served as Independent FHHEAEECECEIERITEETBNF -
Non-executive Director for more than nine years. To BT ETEERTRISTRNEXEALIE
comply with Code Provision A.4.3 of the CG Code, Mr. FTREDIARZZE—=—FNA=-t+EEE=
Wang retired voluntarily and was re-elected as Director at T-RAFNAZ+LEHEETHRERAFAZ
the AGM held on 27 August 2012 and 27 August 2015 FERERE WEBEEFES - FR_F
respectively. He retired by rotation and was re-elected as —tFNA=ZTHETHRERFT RS Lig
Director at the AGM held on 30 August 2017. fEER - WHEEEFES -
Directors’ Continuous Professional Development BEECEHERERRE
Each newly appointed Director has received a comprehensive, EHETESTREREZERORESFES
formal and tailored induction on the first occasion of his - EREVEBEAEZAOREIAEL LA
appointment, so as to ensure that he has an appropriate RIEE R EBEELBEEERERN T I
understanding of the business and operations of the PHEAEERE FHRAEBEEENRET
Group and that he is fully aware of his responsibilities and ZHBEREME-
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 year
ended 31 December 2018 are summarised as follows:

/‘\—/‘f\

N BO 315& ]

yANES

e

ARER  RAARTERHAESRISE

BNREXER  BRARQAAE -
ZAYNCIFZN SETE S EN U 33 e

ZAERGERBEZEH N ERANEFREM
TERRE T MR ER

EERBE_ T \Ft-_A=1+—HL*F
FEEZMEIBR T

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

Directors or group’s business
HEMNER,RHHE
ERLEREERHER -
LXER EEBER
5= BEEREEEBHM R
|
Non-Executive Director FHTES
ZHOU Xijian (Chairman) EFE®(ERE) v
Executive Directors HITES
WONG Hing Lin, Dennis Mo ) wHEE HED 4
(Chief Executive Officer and President) (1THRaF AR
HO Chi Kin Nete2 (Chief Financial Officer) A BB i2) (B B 4B L) v/
Independent Non-Executive Directors BUFHTES
WANG Arthur Minshiang T & v/
LAU Shu Yan EEIPN 4
ZHANG Huijun REE v
Ex-Directors AES
YU Lei ™3 (Ex-Chief Executive Officer) JFEE(W“N)( TTTERABEL) 4
TSANG Chun Ho, Anthony BEx 4
(also known as Zichen) Mot (Ex-President) (M8 AFR) M= (Fl8E)
Notes: Bzt
1. Mr. WONG Hing Lin, Dennis was appointed as the Chief Executive 1. HEFAEA T -NF-A-HREZERTT
Officer and the Chairman of the Executive Committee with effect B{iﬁlﬁﬁiﬂﬁé SXF o
from 1 January 2019.
2. Mr. HO Chi Kin was appointed as an Executive Director and a 2. ABBEEB_T-N\F_AT=BREZER
member of the Executive Committee with effect from 13 February $ﬂ¢j§$&$ﬂﬁgg\ﬁﬁz BT —N\F—
2018. He was appointed as the Chief Financial Officer of the A—BEEZTANNR 2B IEEE -
Company with effect from 1 January 2018.
3. Mr. YU Lei resigned as an Executive Director, the Chief Executive 3. FEEEE_Z-NF—A—BHRETHITE
Officer and the Chairman of the Executive Committee with effect E-SN ﬁlﬁziﬁﬁ&iﬂﬂyﬁ FEFE o
from 1 January 2019.
4. Mr. TSANG Chun Ho, Anthony (also known as Zichen) resigned as 4. BiEEEE(ABAFR) BZE—NE=A
an Executive Director, a President of the Company and a member *'f' HREBEINITES - KXRF i@ﬁé&ﬁﬂﬁé

of the Executive Committee with effect from 23 March 2018.

BEgKE -

/

BMRREEEGR AT

R sayivot N 029



Corporate Governance Report

AN NE
NEI'ERWmE
Change to the Emolument of Directors EEMeEH
The following changes were made to the emolument of EENMEELATE
Directors:
The director’s salary of Mr. WONG Hing Lin, Dennis has BE-E—NF—A—HE SEFLENE
been increased to HK$450,000 per month with effect from EHEIEINES H 450,000 7T °
1 January 2019.
The director’s salary of Mr. HO Chi Kin has been increased B-ZT—NF—H—HB AHBEtENE
to HK$120,000 per month with effect from 1 January 2019. FHSILMMES H 120,000 7T °
Company Secretary RAEWE
Mr. HO Chi Kin has been the company secretary of the AHEBEEe - N\FN\B Z_+UHEE
Company (the “Company Secretary”) in replacement of BERELLTETARFAFWE (AT
Ms. LO Yin Wan, with effect from 24 August 2018. Mr. Ho £ - AEERKRARNITESRITFAE
is an Executive Director and the Chief Financial Officer of
the Company.
All Directors have access to the advice and services of the 2REEFHAIEAIMESRKEBER MR
Company Secretary, who is responsible for ensuring that B REANERREREFGREFESE
the board procedures are followed, advising the Board on U CEEAREERNEESRES
all corporate governance matters, and arranging induction B UNAEFZEINESETHMEEN &
programs including briefings on the general and specific FEEEEEAERERBE TR RIS
duties of directors under legal and regulatory requirements THENEN -  ArWERESHFESE
for newly appointed directors. The Company Secretary NEERREIRMEIIE -
facilitates the induction and professional development of
directors.
During the year ended 31 December 2018, Mr. Ho has REBEZZ—N\F+ZA=1T—HILFE "
received no less than 15 hours of relevant professional MIAEBBESTDRIS/ B EE R ERE
training to refresh his skills and knowledge. I - ASE HTE AR M AN o
(C) BOARD COMMITTEES (C) ExXZEEE
The Company currently has four committees, namely, the BEBARQABERFENER  NATIERE
Executive Committee, Audit Committee, Remuneration RAENREEZEES  WMITEZEE® BZREE
Committee and Nomination Committee, for overseeing e FHEEEeMREEETES -
particular aspects of the Company's affairs.
Terms of reference of all Board committees are available FIEEEZL B g R BEEE =N
on the Stock Exchange’s website and the Company's UE AR R BHEYL  AHEE -
website.
030 Daohe Global Group Limited
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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:

WONG Hing Lin, Dennis (Chairman)
(appointed as Chairman with effect from 1 January 2019)
HO Chi Kin (appointed with effect from 13 February 2018)

Ex-Committee members

YU Lei (Ex-Chairman) (appointed with effect from 1 January 2018 and
resigned with effect from 1 January 2019)

TSANG Chun Ho, Anthony (also known as Zichen)
(resigned with effect from 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.
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During the year ended 31 December 2018, the Executive
Committee held six meetings to approve the matters
relating to the management and day-to-day operations of
the Company. The attendance of individual Directors at
the committee meetings is set out on page 26 of this
annual report. Apart from the said meetings, matters
requiring the Executive Committee’s approval were
arranged by means of circulation of written resolutions.

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 Company amended the terms of reference of the
Audit Committee, which took effect from 14 December
2018, in order to conform to the revised Code Provision
C.3.2 of the CG Code which took effect on 1 January 2019.
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The Audit Committee met two times during the year
ended 31 December 2018. The attendance of individual
Directors at the committee meetings is set out on page 26
of this annual report. Apart from the said meetings,
matters requiring the Audit Committee’s approval were
arranged by means of circulation of written resolutions.

The work performed by the Audit Committee during the
year ended 31 December 2018 included:

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

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

(c) approved the revised risk assessment report and
2017-2019 Internal Audit Plan;

(d) 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;

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

0 reviewed and recommended the Board to approve
the revised terms of reference of the Audit
Committee.

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 year ended 31 December 2018.
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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 with effect from 1 January 2018)
ZHANG Huijun

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 one time during the
year ended 31 December 2018. The attendance of
individual Directors at the committee meetings is set out
on page 26 of this annual report. Apart from the said
meeting, matters requiring the Remuneration
Committee's approval were arranged by means of
circulation of written resolutions.

FMESES
FNEZESBRHA NI =fuKEMHENX - K&
DB RBIUIFRITES :

TEE ()
BFER (G- F—NF—H—AEEEE)
RE2E

FNZEenNEa 2R RERAARRERM
BFEEREMERE ZHMFB 2 BER AR
BIREER  UEHLLFERRE - HFHZ
BEIMA R T B REHBER MRER
EANMERIES - URERBEES S HTM
BEALTK2EBEERNG 2HM - BEZ
FISE2REARRNRARRIAKLTISE
BIRARRILEE - HNE B & &8 3 5 B
R RERFHESBBARRRIER &L
TR ER 2 325

AR EEATRIFTIER 2 MIEE
Hep 2 —Fr# 2 sFRIMESCE B.1.2(0)(0) 1§ © &
It EECERARECHFRNTES Y
B mEMEE e RERERNNTESR
ARBIREMBARZEREEE 2 FHEHIA
MR EMRBEER -

REE-_Z—N\F+_A=+—HLFE
FHEESRIT AR - ARESHES
B ERMNEENRNTRE 268 - BrFTil
RN AFEE S AN EHRIAEE
EERZRRFNEE -

034

Daohe Global Group Limited
Annual Report 2018



The work performed by the Remuneration Committee
during the year ended 31 December 2018 included:

(@) reviewed and recommended the remuneration of
the new Director;

(b) reviewed, adjusted the salary and approved the
discretionary bonus of an Executive Director; and

(c) reviewed the terms of reference of the Remuneration
Committee.

Nomination Committee

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

ZHOU Xijian (Chairman)
WANG Arthur Minshiang
ZHANG Huijun

The main duties of the Nomination Committee include
the following:

(@)  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;

(b) identify individual suitably qualified to become Board
members and select or make recommendations to
the Board on the selection of individuals nominated
for directorship;

(c) assess the independence of Independent Non-
executive Directors, having regard to the requirements
of the Listing Rules;

(d) make recommendations to the Board on the
appointment or re-appointment of Directors and
succession planning for Directors, in particular the
Chairman and the Chief Executive; and
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() 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.

The Nomination Committee met one time during the year
ended 31 December 2018. The attendance of individual
Directors at the committee meetings is set out on page 26
of this annual report. Apart from the said meeting, matters
requiring the Nomination Committee’s approval were
arranged by means of circulation of written resolutions.

The work performed by the Nomination Committee
during the year ended 31 December 2018 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 2018 AGM;

(i) considered the appointment of a new Director and
the CEO, and the renewal of the letters of the
appointment of the Independent Non-executive
Directors and made recommendations to the Board
for such to be approved, if the Board thought fit;

(i)  reviewed the structure, size and composition of the
Board (including the skills, knowledge and
experience) of the Board;

(iv) assessed the independence of each Independent
Non-executive Directors;

(v)  reviewed the terms of reference of the Nomination
Committee; and

(vi) reviewed and recommended the Board to approve
the revised Board Diversity Policy and adopted the
Director Nomination Policy.
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(D) RISK MANAGEMENT AND INTERNAL

CONTROLS

The Board places great importance on risk management
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 and is responsible for
reviewing 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.

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 year ended 31 December 2018.

During the year ended 31 December 2018, 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.
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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. The Policy on
Disclosure of Inside Information provide a guide to the
Company'’s directors, senior management, officers and
relevant employees in handling confidential information,
monitoring information disclosure and responding to
enquiries.

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 year
ended 31 December 2018.

ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibility for
preparing the financial statements of the Group for the
year ended 31 December 2018 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 2018, and of the
consolidated financial performance and the consolidated
cash flow of the Group for the year ended 31 December
2018. In preparing the accounts for the year ended 31
December 2018, 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 109 to 116 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.
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(F)

The consolidated financial statements of the Company for
the year ended 31 December 2018 have been audited by
EY. For the year ended 31 December 2018, fees charged
by EY for audit services amounted to US$307,000
(equivalent to HK$2,388,000) and for non-audit services
was US$16,000 (equivalent to HK$124,000). Non-audit
services were mainly related to tax services.

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 websites of the Company and the Stock
Exchange. Interim reports, annual reports and circulars are
sent to the Shareholders in a timely manner and are also
available on the websites of the Company and the Stock
Exchange. The Company’s and the Stock Exchange's
websites 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.

Dividend Policy

The dividend policy of the Company (the “Dividend
Policy”) is in place setting out the principles and
guidelines that the Company intends to apply in relation
to the declaration, payment or distribution of its net
profits as dividends to the Shareholders.

The Board shall take into account the following factors
when considering the declaration and payment of
dividends:

- financial results;

- cash flow situation;

- business conditions and strategies;

- future operations and earnings;

- capital requirements and expenditure plans;

- interests of shareholders;

- taxation consideration;

- any restrictions on payment of dividends; and

- any other factors that the Board may consider
relevant.

The Dividend Policy shall be reviewed when necessary,
and can be revised by the Board from time to time.
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(G) 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 special general meeting ("“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.

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.
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Shareholders’ enquiries REREH
Shareholders can send their enquiries about shareholdings, REAIMARRBRNDBEELREENRE
share transfer, registration and payment of dividend to EREFRATEHAEBERZKE BHDB
Tricor Standard Limited, the Hong Kong branch share P B RRIREZER - HitEHRE
registrar and transfer office of the Company. Other AR EARFR [ RAIER] —EATEH MK
Shareholders’ enquiries can be directed to the head office NAERERELRTESES  WHEAER
and principal place of business of the Company as set out AIWE -
in the “Corporate Information” section of this annual report
for the attention of the Company Secretary.
Details of the Shareholders’ rights and communication AR ERAEF RBABER M F B MEHN AR T
policy are also available on the Company’s website. Huh o

(H) CONSTITUTIONAL DOCUMENTS (H) ASEREXH
During the year ended 31 December 2018, there was no RBE_ZE—N\E+_A=+—HILFE -
change in the Company’s constitutional documents. RN B E 4B 48 B AR S SRR B ) o
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Environmental, Social and Governance Report

ABOUT THE REPORT

Daohe Global Group Limited and its subsidiaries (the
“Group” or “we") are pleased to present our
Environmental, Social and Governance Report (the “ESG
Report”). The report concerns environmental and social
impacts, policies and initiatives of the Group to
demonstrate our long-term commitment to ensure 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 2018 annual
report for the year ended 31 December 2018.

The "Environmental, Social and Governance Reporting
Guide” (the "ESG Reporting Guide") which is set out in
Appendix 27 to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) is the reporting framework of this
ESG Report.

The scope of the ESG Report covers the environmental
and social performances of the principal operating
activities of the Group, which includes the business of
trading and supply chain management services, operation
of online social platforms and money lending, spanning
over the period from 1 January 2018 to 31 December 2018
(the "reporting period” or “2018").

With reference to the ESG Reporting Guide and the
Group's business operation, the presentation of our ESG
Report divides the relevant aspects and Key Performance
Indicators (“KPI"), which are considered to be relevant
and material to the Group, into four subject areas:
Environmental Protection, Employment and Labour
Practices, Operating Practices and Community
Investments.
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ABOUT THE REPORT (continued)

A complete index in compliance with the ESG Reporting
Guide is also available at the end of this report for
reference. Except for provisions that the Group considers
are inapplicable to its operations, for which explanations
have been given on the rightmost column in the said
index, this report has complied with all the “comply or
explain” provisions set out in the ESG Reporting Guide.

The Group is determined to be a responsible enterprise
and is committed to perfecting its business and improving
the local community. In order to determine what issues
are relevant and material to our business with respect to
sustainability, the Group is aware that the key is to
understand the issues that our stakeholders are concerned
most.

We define our stakeholders as people who affect our
business or who are affected by our business. 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. In addition, we are committed to
maintaining a long-term partnership with our stakeholders
and are actively engaged in addressing their concerns
with timely follow-up actions.

We welcome comments and suggestions from our
stakeholders. You may provide your comments or views
with respect to this ESG Report or our sustainability
initiatives via email to info@daoheglobal.com.hk.
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2.

Environmental, Social and Governance Report

ENVIRONMENTAL PROTECTION
2.1. Corporate Environmental Policy and

Compliance

The Earth, our precious planet, is the most valuable
asset for us. We endeavour to protect this planet
and to build a sustainable future for our next
generations. The Group is committed to upholding
high environmental standards to fulfil relevant
requirements throughout our operation, and will
continue to devote human and financial resources
for environmental conservation, reduction of carbon
footprint and environmental compliance as required
under applicable laws and regulations.

As a company that is principally engaged in trading
and supply chain management services, operation of
online social platforms and money lending business,
the Group does not own any manufacturing
operation at this moment. Nevertheless, the Group is
committed to actively minimizing the impact on our
environment and implementing different measures
to optimize the workplace, continuing to address the
environmental issues in relation to global warming,
pollution, and biodiversity of the environment.

With the goal to reduce energy consumption and
carbon emissions, the Group has formulated
relevant rules and regulations for a sound and
effective management of energy consumption,
greenhouse gas ("GHG") emission, as well as
discharge of domestic waste and sewage and other
pollutants. We are committed to strictly complying
with the environmental protection laws and
regulation promulgated by the local government.
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Environmental, Social and Governance Report
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ENVIRONMENTAL PROTECTION (continued)

2.1.

2.2.

Corporate Environmental Policy and
Compliance (continued)

The Group is committed to reducing carbon
emission and conserving resources. The Group has
started monitoring the carbon emission since 2013
with reference to the guidelines issued by
Environmental Protection Department (EPD)/
Electrical and Mechanical Services Department
(EMSD), GHG Protocol and ISO 14064 standard.

The Group is not aware of any significant fines, non-
monetary sanctions or litigation arising from non-
compliance with environmental protection laws and
regulations during the reporting period.

Emissions

2.2.1. Exhaust Gas and GHG Emissions
Our Group's business, by nature, does not
generate a significant amount of exhaust gas
directly from its operation.

During daily operation and office administration,
the Group generates GHG emissions directly
or indirectly through energy consumption. To
properly manage our GHG emissions, we
actively adopt electricity conservation and
energy saving measures as well as other
measures, including:

- maintaining indoor temperature at an

optimal level for comfort;

- providing on-off and zoning control of
lighting and ventilation system in the
workplace according to the operation
schedule;
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Environmental, Social and Governance Report
RIE A KkERHE

2. ENVIRONMENTAL PROTECTION (continued)

2.2. Emissions (continued)
2.2.1. Exhaust Gas and GHG Emissions (continued)

installing LED lighting system in the
workplace;

encouraging employees to switch off
machines and devices, such as
computers and monitors when not in

use;

encouraging employees to make the
best use of modern telecommunication
system to avoid unnecessary travel
arrangement; and

placing “Green Message” reminders on

Table 1 — Emissions

GHG Emissions
BE RPN
Nitrogen Oxides

AW

Sulphur Oxides

maltm

Particulate Matter

2. RERE®
2.2. BEp(®)

22.1. FER R ZREEHE (1)

R T {E 5 P % 5K LED FR B3

ES

SXRh 1 8 R B B B0 B
K& PR E B R R R
25

SE A ARRCBARRIA
MRTDLBERZH M

EWRAERMWAERE

office equipment and workplace to Bt e fER] SREL
further enhance employees’ environmental E—FReEEENRERE
awareness. e
®1-HHK
] | |
Unit 2018
By —E-N\F
. ________________________________| |
COqe (kg) 472,845.24
—“RIREE(TR)
9 10,685.94
=)
g 299.32
I
g 786.78
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2. ENVIRONMENTAL PROTECTION (continued) 2. REFRE®@®
2.2. Emissions (continued) 2.2. HEm(E)
2.2.2. Waste Management 222 [EYEHE
We adhere to the principles of waste FMEEEYEIERE] - W
management and are committed to a sound R BE S eI LB EE
and proper management of all waste HEIFTRREY -
generated from our operation.
Hazardous Waste BEEY
Our business, by nature, does not directly EREBUEFEA - RMVER
produce hazardous waste from any part of our EEW R ERELEBEEY -
activities.
Non-hazardous Waste BEEY
Domestic Waste EFER
During our operation, the non-hazardous REEREMEENRSEDE
wastes generated are mainly domestic waste, EREH - BHAERBENRE
among which, recyclable wastes, such as Y (anaksR) el W B A - BEYE
paper, will be recycled for reuse. Our waste BERY K8 BIRIRRERRE
management practice involves compliance HDERIOER - REB 2 E R
with relevant laws and regulations relating to BR¥E BERSBEVEED
environmental protection. The Group has also BE BENRREEREDE
implemented policies to reduce waste o
generation through environmental education,
aiming at waste management from the source.
Wastewater Discharge JEIRBERL
With respect to wastewater management, the EKERME - AEEBIRFT
Group ensures all domestic sewage is B HEERBEKEIH ™IS KE @EE
discharged into the urban sewage pipe o AZEEREISK ©
network for proper sewage treatment.
Table 2 - Total Waste Discharge R2-BKIEHRBE
I Y
Unit 2018
By —E-NF
| | |
Domestic Waste kg 92,324.4
A REK T
\_
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Environmental, Social and Governance Report
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2. ENVIRONMENTAL PROTECTION (continued) 2. REFREZE®
2.2. Emissions (continued) 2.2. HEmoE)
222. Waste Management (continued) 222 FEY)EFE (1)

Non-hazardous Waste (continued)
Wastewater Discharge (continued)

The Group strives to maintain a high standard
of requirement of waste reduction, actively
encouraging its employees to appreciate the
significance of sustainable development
through continuous development in skills and
knowledge.

Green Operation

The Group is committed to a paperless
operation, constantly encouraging all
employees to reduce paper usage through
duplex printing, paper recycling and frequent
use of electronic information systems for
material sharing or internal administrative

documents.

Reusable paper products, such as envelopes,
are properly recycled whereas the use of
disposable paper products, such as paper
cups and paper towels, are discouraged to the
extent possible and appropriate during our
operation.
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2.

ENVIRONMENTAL PROTECTION (continued)
2.3. Use of Resources

The Group considers the conservation of natural
resources as an indispensable component of our
sustainable business. Through actively promoting
various environmental-friendly measures, we
encourage an efficient use of resources, including
energy, paper, water and other raw materials. As
such, we have formulated policies to raise the
awareness of electricity conservation and taken
energy saving measures throughout our daily
operation as elaborated in section of 2.2 (Emissions)
of this ESG Report.

Water Consumption

With respect to water conservation, we encourage
all employees and customers to develop the habit of
conserving water consciously. Water saving devices
are installed in all water taps in the office. Pantry and
washrooms are posted with environmental messages
to remind our employees the importance of water
conservation.

Apart from education, the utility facilities are
maintained regularly for service, to ensure that water
seepage or leaking pipelines are replaced or
repaired on a timely manner.

Packaging Material

Due to our business nature, the Group does not
have manufacturing facilities and does not consume
a significant amount of packaging materials.

Environmental, Social and Governance Report
RIE - g NERWE
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2.

Environmental, Social and Governance Report

ENVIRONMENTAL PROTECTION (continued)
2.3. Use of Resources (continued)

Environmental Performance

In accordance with the ESG Reporting Guide set out
by the Stock Exchange, our environmental
performance of “Energy Use and Emissions” and
"Resources Use” during the reporting period are
tabulated below.

Table 3 - Energy and Resources Use

Unit 2018
By —E-N\F
| | |
Electricity kWh 622,892.65
& FRE
Purchased Gas m3 N/A
SN R AR 7K T EA
Unleaded Petrol L 20,362.10
fl:l /‘L/EE ﬂ'
Paper kg 1,762.34
4R T
Water m? 792.00
X LK

2.

RE g MERARE

RERE W

2.3. ERER®
RIRFZH
BB ENRE teRER
WEEE - RIS RIS Y (48R
FERERERY | AR ERER | 58
REBHNTE

RI-BERREREA

The Group is committed to instilling the
consciousness of resources conservation and
environmental protection into the work and life of
every employee. We seek business partners who
also share our philosophy and commitment of
environment conservation and compliance with the
applicable environmental laws and regulations. We
believe that these initiatives are capable of reflecting
our commitment to offering the best quality of
services while exerting the least adverse
environmental impact on our planet.

REEBNBHHNERIREREBERDZ
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3.

ENVIRONMENTAL PROTECTION
2.4. The Environment and Natural Resources

The Group is highly aware of the possible impact
that it can make on the environment and natural
resources, and is committed to taking steps to
minimise any negative footprints that may be
generated by its operation.

In addition to compliance with relevant
environmental laws and regulations to properly
preserve the natural environment, the Group has
integrated the concept of environmental protection
into its internal management and daily operation
with an objective of achieving environmental
sustainability.

In the future, we will continue our commitment in
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.

EMPLOYMENT

3.1. Recruitment and Promotion

We fully understand that our business development
is largely driven by the continued quality services
delivered by our experienced and competent
workforce. As such, it is therefore of paramount
importance to proactively manage our talent
pipeline and career development for employees.
We are determined to set ourselves in a good
position to maintain a robust business performance
and growth together with our employees.

With an objective to uphold an open, fair, just and
reasonable human resource policy, the Group has
formulated the recruitment policy with respect to
equal opportunities, diversity and anti-discrimination.

Environmental, Social and Governance Report
e N WA~V =
BRI @ LEAWRE
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Environmental, Social and Governance Report

EMPLOYMENT (continued)

3.1. Recruitment and Promotion (continued)

We encourage differences and individuality in
employees, with the philosophy that diversity can
bring new ideas, dynamics and challenges to our
operations. We discourage all forms of
discrimination on gender, age, family status, sexual
orientation, disability, race and religion. Our
employment policy encourages hiring of talented
people with physical or mental disabilities. We are
committed to supporting our employees to maintain
a family-friendly working environment because we
respect their roles and responsibilities in their
families. We strive to make sure employees and
business partners comply with laws and regulations,
follow ethical business practices and respect equal
opportunity in employment. We bring in new recruits
and equip them with necessary skill set to develop a

long-term rewarding career with us.

During the reporting period, we continue to strictly
observe the applicable laws and regulations and
follow our employment policies relating to
recruitment and promotion, compensation and
dismissal, working hours, rest periods, equal
opportunity, diversity, anti-discrimination, and other
benefits and welfare, by providing competitive
remuneration packages, including internal
promotion opportunities and performance-based
bonus, so as to recruit and retain experienced
employees.

3.
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3. EMPLOYMENT (continued)
3.2. Employment and Labour
In order to attract and retain our employees, which
are our most valuable assets, the Group offers
competitive wages, medical insurance, disability and
invalidity coverage, maternity leave and other
compensation to our employees.

During the reporting period, the Group was not
aware of any material non-compliance with
employment laws and regulations.

In accordance with the ESG Reporting Guide set out
by HKEX, details of the Group’s workforce during
the reporting period are tabulated as well as
presented in charts below.

Table 4 — Our Workforce

Total Number of Full-Time Employees
TRES A

Turnover Rate by Gender
BRI E DRI AR LR
Male

S

Female

7t

Turnover Rate by Age
BRERBSHMALLR
Under 30 years old

30 MA T

30-50 years old
30E505%

over 50 years old

5073 A _E

Environmental, Social and Governance Report
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Environmental, Social and Governance Report
oA
NEamE

RE - HE

EMPLOYMENT (continued) 3. ER@®
3.2. Employment and Labour (continued) 3.2. ERRHBI ()

Total Workforce by Region as at 31 December 2018
REB-N\F+ZA=Z+-HEHEEINESHEH

3%

Mainland
. Hong Kong _ China . Taiwan _ Thailand _ Bangladesh _ Pakistan
) A = =B 2y IEs EEHTA

Total Workforce by Employment Level as at 31 December 2018
RIEB-NE+ZA=+—BRERENESINEESLH

. Management Level . General Staff
EIRE —METL
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3. EMPLOYMENT (continued) 3. ER@®
3.2. Employment and Labour (continued) 3.2. BRRHBI (%)

Total Workforce by Gender as at 31 December 2018
REB-N\E+ZA=1+-HEMREINESHEH

Male Female

s i

Total Workforce by Age Group as at 31 December 2018
REB-N\E+ZA=+-HRFRANSAIHNESEY

o Below 30 Years Old  _ Between 30 and 50 Years Old ~_ Over 50 Years Old

30BRIA T 30E505% 50884 =
During the reporting period, the Group was not RB|ERE - AREWTMBEME
aware of any material non-compliance with laws and REANEBREEOEEIERNE
regulations in respect of human resources. KREE o
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Environmental, Social and Governance Report

3. EMPLOYMENT (continued)

3.3.

Health and Safety

We are determined to provide a comfortable and
safe working environment for our employees which
protects them from potential occupational hazards
and health and safety risks.

As employees’ health and safety is of paramount
importance to the operation of the Group, the
Group has accordingly formulated a series of
relevant personnel management policy to provide
employees with a healthy, positive and motivating
working atmosphere.

The Group maintains the risk management system
including identification, prevention and
management of risks and hazards throughout the
workplaces as well as follow-up actions for accidents
or personal injuries. We have taken the following

measures:

- installing air purifiers in relatively crowded
areas such as conference and meeting rooms;

- prohibiting smoking and abuse of alcohol and
drugs in the workplace;

- providing clean and tidy rest area such as
corridors and pantry;

- providing adjustable chairs and monitors for
eye protection;

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

- conducting fire drills and emergency
evacuation simulations to raise the employees’
awareness of fire prevention and to equip
employees with appropriate knowledge and
skills in the event of emergency; and
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BRI g MERwmE

3. EMPLOYMENT (continued)
3.3. Health and Safety (continued)
- improving the fire evacuation plans by
providing first aid kits and fire extinguishers in
workplace in response to emergencies.

The Group strives to ensure that the employees are
working in a safe environment in respect of health,
hygiene, ventilation, gas safety, building structure
and means of escape and has complied with all
applicable laws and regulations in relation to health
and safety for the year ended 31 December 2018.
During the reporting period, the Group did not
record any accidents that resulted in death or
serious physical injury and no material non-
compliance with laws and regulations relevant to
health and safety of employees were identified.

Additionally, we provide 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.

The summary of work-related fatalities and injuries
are summarized in the table below.

Table 5 — Health and Safety

No. of Work-Related Fatalities
TYEMERSLT B R

Rate of Work-Related Fatalities
TEMRRESLT L%

No. of Injuries at Work
T58E

Lost Days due to Injury at Work
HIGREETIERS

Environmental, Social and Governance Report
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Environmental, Social and Governance Report

EMPLOYMENT (continued)
3.4. Development and Training

We envision that empowering our people through
development and training is the cornerstone of our
success in the long-run. We listen and respond to
our people. Our training programmes are designed
to provide skill set required for the operation in
order to meet our business vision as well as for the
benefit of our society as a whole.

Considering that each of the positions is of unique
professional and technical needs, the Group ensures
that every new joiner receives proper orientation
training and mentoring in order to help them to
adapt to the new working environment affirmatively
and quickly. Continuous training is committed by the
Group in different ways including internal training
programs, comprehensive training for specific skill
development, and courses for continuous
professional development for relevant employees so
as to ensure that they possess the appropriate
qualities and skill-sets. Implementation of safety
training and comprehensive risk assessments are
also one of the most important tasks in the Group.

Employees at all levels can satisfy their needs of
trainings through multiple training courses, including
induction training, technical skills training and pre-
post training. These training programs not only
facilitate the career prospect of individual employee,
but also boost the sustainable development of the
Group.

3.
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EMPLOYMENT (continued)
3.4. Development and Training (continued)

Table 6 - Employee Training

Environmental, Social and Governance Report
o=y VLA TZ A S
BRI @ LEAWRE

3.

B 1E )

Average hours of training received per employee

ST FHIZIEH

Average hours of training per employee by ranking
BRRESHFEZ IR

Management Level

EEE

General Staff

—RET

Average hours of training per employee by gender
Qe Ik [pa: RS EEF 153

Male

S

Female

7t

Percentage of employees trained by employment level

RERKFEINZIETEHSL
Management Level

ERE

General Staff

—RET

Percentage of employees trained by gender
RERESNZIETEDL

Male

S

Female

7t

3.4. BREEI @

R6- BT
Unit 2018
Wiy —2-N%
hours 2.39
/NBR
hours 1.38
N
hours 2.57
/NBF
hours 2.51
/NBR
hours 2.31
/NEF
% 32
% 42
% 43
% 39

Moreover, the Group is strongly convinced that
sense of belonging and morale of the employees
are always the key drivers to the Group's healthy and
prosperous growth. The Group delivers festive
foods, such as mooncakes, to employees during
certain traditional festivals (such as Lunar New Year
and Mid-Autumn Festival) in recognition of their
contributions and dedicated work to the Group.
Regular and festival gatherings were organised
during the reporting period to enhance the
harmonious sprit of different levels among staff
members in the Group.

The Group believes that such a corporate culture
and harmonic working environment will naturally
achieve a synergistic result to facilitate employee
retention and to improve productivity.

goh - REBRE - BREBBRE LT
R-BHERASERREENTIZSH ) -
AEBETEETESESA (Pl REHF
EHRE) AEBIRE AHSRAR
i ARBRSHAKEELWER
K257 o REE B - AP A E
LEREE  UHRESAKEMET
RIF /B 8 THOMGEIGHS o

AEERE - BEEERMER T
EREA B AN A ERHR S FD
MR MR EREBERRESEE
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Environmental, Social and Governance Report

EMPLOYMENT (continued)

3.5. Labour Standards
The Group is committed to strictly complying with
the relevant labour laws and regulations in the
regions we operate.

Being fully aware that exploitation of child and
forced labour violates human rights and international
labour conventions, the Group strictly prohibits the
employment of any child labour and forced labour.
The Group refuses to engage suppliers and
contractors that hire child labour or forced labour or
have been identified as having significant risk for
incidents of child labour or forced labour in their
operations.

During the reporting period, the Group was not
aware of any material non-compliance with the laws
and regulations related to the prevention of child
labour or forced labour.

OPERATING PRACTICES

We are determined to disseminate the pursuit of
sustainability into our core business which is regarded as
part of the responsibility of an accountable corporate
citizen. We encourage all business partners to incorporate
sustainability practices and policies into their operation in
order to work together in our pursuit of sustainable
development.

3.

RE g MERARE

B 1E )

3.5. ZT#EH|
AEBBIRBERETRMEEME
& A AR RE 45 A DI KRR -

REBFZOBAAREIETREEST
ENAENBERSE T AL ALLEE
HEAFMETIREHAST - K&
BiEEZIEERE ThmBEST 5k
EERNELETRABREFAET
ko8 A 45 TR\ R Ay e g MoF B o

RAHEHE - AEEL T HNEAEMR
BRDIEE T e ml s THBNER
FOEMHBEBREH °

LEEM

ERAEENEEAR » AN K ELA]
FEERROT AL ER - RSB
BEBEHBZEFERRT R NERER
AEEBZE  BEOHNERAIRFERRE -

/

BMRREEEGR AT
- \FER 061



\_

4.

OPERATING PRACTICES (continued)
4.1. Supply Chain Management

The Group understands that supply chain
management is one of the core operations of the
Group.

In the segment of trading and supply chain
management services, we not only consider
economic and commercial benefits during the
supplier assessment processes, but also evaluate
social compliance aspects which include safeguarding
workers’ health and safety, and mitigating
environmental impacts. Our team has developed a
vendor and supplier selection mechanism to ensure
our potential suppliers to comply with all the
applicable laws and regulations and confirm their
compliance with safety, environment, and social
aspects. Inspection and assessments may be
conducted by the Group if deemed necessary. To
maintain a good corporate control and governance,
the Group has developed management procedures
to monitor compliance of vendor code of conducts
and corporate responsibility standards.

In operation of online social platforms, we have
standard procedures in selecting appropriate
suppliers of gift products. We will review the
samples of the gift products and carry out
procurement quality control.

We believe that, through the above review process,
we can minimize the potential environmental and
social risks associated with the supply chain
management.

During the reporting period, the Group has
engaged various suppliers across different regions.
In the segment of trading and supply chain
management services, 79.5% are geographically
located in the PRC, 6.9% located in Hong Kong, 5%
located in Taiwan, 4.6% located in Bangladesh and
4% located in other regions. In operation of online
social platforms, 100% are located in the PRC.

Environmental, Social and Governance Report
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OPERATING PRACTICES (continued)
4.2. Product Responsibility

To be a successful business, the Group realizes that
we are held responsible for the quality of the
products delivered to our customers whereas their
needs and expectations are well addressed. The
Group carries out continuous and regular
assessment of the product quality and keeps abreast
of the laws and regulations related to product
compliance.

In the segment of trading and supply chain
management services, we carry out quality assurance
protocol to make sure that suppliers’ products
constantly meet customer requirements and legal
and safety standards for its intended use. Our well-
trained quality assurance team applies the latest
mobile technology to ensure the highest level of
quality inspection 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 operation of online social platforms, we also carry
out quality assurance protocols for both the software
experience and the quality of the gift products. In
developing the software applications, providing
good user experience to our customer is always our
top priority. We update our software regularly to
make sure that our customers are offered with a
great satisfaction from using our software. Also,
before giving our gift products to our customers, we
run quality check as well to ensure our products
meet our customers’ expectation.

During the reporting period, the Group did not
identify any material non-compliance with the laws
and regulations related to the quality of products
and services.
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\_

OPERATING PRACTICES (continued)

4.2.

4.3.

Product Responsibility (continued)

Feedback Management

The Group has set up various complaints and
feedback channels to collect suggestions and advice
from customers.

In managing complaints and feedback from
customers in trading and supply chain management
services, 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. There were no cases of product
recall nor complaints received against our products
due to health and safety issues during the reporting
period.

For operation of online social platforms, real time
customer supports and telephone hotline are
available to solve their problems in the most efficient
way. Their feedbacks and complaints will be
delivered to the customer services team and make
sure their concerns are well addressed. There were
no cases of fatal errors associated with reported our
software nor complaints received against our
services during the reporting period.

Privacy Protection

The Group is committed to compliance with the
privacy laws and regulations to ensure that all data
are securely kept in our internal system with access
control. We also set out data privacy requirements in
our corporate policies, under which the data of
customers and suppliers would be used exclusively
for matters relating to the Group's operation only.
We strive to ensure all collected data kept is free of
unauthorized or accidental access, processing,
erasure or other use.
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Environmental, Social and Governance Report

OPERATING PRACTICES (continued)
4.4. 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 as part of the exercise of corporate
governance.

The Group strives to observe with all related laws
and regulations that have a significant impact on the
Group relating to bribery, extortion, fraud and
money laundering, such as the “Prevention of
Bribery Ordinance of Hong Kong” (Chapter 201 of
the laws of Hong Kong), the Criminal Law of the PRC
(AR FEMBEIFE)), and the Regulations of the
PRC for Suppression of Corruption ({# % A R £ F1
Bl A E)5 16 01)). During the reporting period, the
Group was not aware of any material non-
compliance with the relevant laws and regulations
relating to bribery, extortion, fraud and money
laundering mentioned above, as well as the
corporate policy of anti-corruption, and no cases of
anti-corruption have been concluded.

According to the Group's policy, employees may
report any concern in relation to accounting controls
and audit matters to the audit committee of the
Board of the Company (the “Audit Committee”)
which will review each complaint and decide how
the investigation should be conducted. During the
reporting period, the Audit Committee identified no
complaint from the employees.
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COMMUNITY INVESTMENT

We actively strive to make a better society through our
active involvement in the community and we put the best
effort in helping the local communities and people in
needs through voluntary services, donation programs and
social enterprise supports.

During the reporting period, we made a donation to Orbis
International and participated in two charitable events,
namely, “Green Ladies” organized by St James’
Settlement in January and July 2018 and “Flag Day”
organized by Fu Hong Society in October 2018, to support
the local community development. We consider the
participation in those events is a good fit to our business
whereas we will continue our donation of product samples
in future.

Going forward, we 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
serving our community.
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6. HKEX ESG GUIDE CONTENT INDEX 6. BX(RIR HERE

5) AR R

1 Y [
Aspects, General Relevant sections

BWERE

Disclosures and KPIs  Description in the ESG Report Remarks
B - —RIEE RS #HER
REARERER i gl ERBEEBAES B

Aspect A1: Emissions

BEA1: By
General Disclosure Information on: Environmental
—R R BRABERIBRERBYN - MKkt Protection
WEES EEMNEBEEEEVNELSTH @ RERE
(@) the policies; and
@ BER:K
(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
b) BTFHBETABEATZENHEEE
MBI E R
KPI A1 Types of emissions and respective Environmental

RRAERUER AL

Protection
IRIERE

emissions data

B TR AR R ARRE BE U BIE

KPI'A1.2 Greenhouse gas emissions in total and,  Environmental
FSREBUEIRA1.2 where appropriate, intensity Protection
BRERBESHER (MEBER)BE IREIRTE

KPI A1.3
RAEIRIZE A3

The Group did not
identify any
hazardous waste
produced in our core
business

REBIARBEBRZOLE
BELERAZEEY

Total hazardous waste produced and, -
where appropriate, intensity

MELAZERMEEN (WER)TE

KPI A1.4 Total non-hazardous waste produced Environmental
RASRAEBIEIZ A4 and intensity Protection
ELBEZRREVEENTE RIFRE

KPI'AT.5 Description of measures to mitigate Environmental
RASRAE IRIZALS emissions and results achieved Protection
BIRBERE A8 5 K FT1S Ak R A fi it IREIRTE
KPI' A1.6 Description of how hazardous and Environmental
RSB IR IZ A6 non-hazardous waste are handled, Protection
reduction initiatives and results RIEIRE

achieved
BEBENEZEREEYNTE Hﬁ
EESRE IR ATEK R
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HKEX ESG GUIDE CONTENT INDEX (continued) 6. BEXRFT(BIE - HE€REELHEE
SIYRBZES| @)

Aspects, General Relevant sections
Disclosures and KPIs  Description in the ESG Report Remarks
B —RIEE RS #HER
RERERER i pul ERBEEBAES B

Aspect A2: Use of Resources

BEA2 : ERER

General Disclosure Policies on efficient use of resources Environmental
—RR R including energy, water and other Protection
raw materials IRERE
BRERER(BRERER - K&
H A R E) BB R
KPI'A2.1 Direct and/or indirect energy Environmental
R EBUEIR A2 consumption by type in total and Protection
intensity IRIBIRE
RENEI DO EE RS HEEER
miEEREE
KPI A2.2 Water consumption in total and intensity Environmental
AR IERIEIRA2.2 wrEkERERE Protection
RIERE
KPI A2.3 Description of energy use efficiency Environmental
BRERIERA2.3 initiatives and results achieved Protection

BRERRSIBRAARROEL BRI

KPI A2.4 Description of whether there is any issue — Defined to be
RARERIEIR A2.4 in sourcing water, water efficiency irrelevant to the
initiatives and results achieved Group's operation
SKEE A 7ROR LRI BRI RE - AR RERBAREH
RIT R Mamat Bl M TS B R B EE:de
KPI A2.5 Total packaging material used for - Use of packaging
FSREBUIEIRA2.5 finished products, and if applicable, material is not
with reference to per unit produced applicable to the
R METRABEMERNEE R (ER) Group's core
BEESMER operation
BEMEHERTER
NN SEIEYNE
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6. HKEX ESG GUIDE CONTENT INDEX (continued) 6. X F(BE -HEREARHREE
SIYRBES| @)

Aspects, General Relevant sections
Disclosures and KPIs  Description in the ESG Report Remarks
BE - —REE RS #HER
RERERER it ERBEHEBAES B

Aspect A3: The Environment and Natural Resources

EHA3 : RERRAARER

General Disclosure Policies on minimizing the issuer’s Environmental
—Re R significant impact on the environment Protection
and natural resources IRIFRE
IR BT AR MR A B IRIENK
BEAFENEE
KPI'A3.1 Description of the significant impacts of Environmental
BB BUEIR A3 activities on the environment and Protection

natural resources and actions taken to IRIB{RE

manage them
EBEHEIRBERAERNERTE

FMEERREREEETZENTTERHEM

Aspect B1: Employment
EmEB1 : &R

General Disclosure Information on: Employment
—RRIREE BAEI R E  BEREAR - IE EfE
Frgr - A FEHRe - 2k
RIBAR DA K B r 3B R AR I |9
(@) the policies; and
(@ BE: &

(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

b) BFHETABERZENHEEE
ERAGIRE R

KPI B1.1 Total workforce by gender, Employment
FSEERUIEIE B employment type, age group and =
geographical region
RIER -~ BIRIRE - SR Mt
SR B AR

KPIB1.2 Employee turnover rate by gender, Employment
RIS EIEIZB1.2 age group and geographical region  1E{&
RIER - FiAR KR E D EES
MR b &
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HKEX ESG GUIDE CONTENT INDEX (continued) 6. HXFI(EBE HEREABHREE
SIYRBES| @)

Aspects, General Relevant sections
Disclosures and KPIs  Description in the ESG Report Remarks
B —RIEE RS #HER
RERERER i pul ERBEEBAES B

Aspect B2: Health and Safety
[EEB2: RERZE

General Disclosure Information on: Employment
—RWEE ERRHEZ2IERERRERERE ER
BEUEEN
(@)  the policies; and
@ BER:K

(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

b) ETFTHEHBITABERZENREE
REROINEFR

KPI B2.1 Number and rate of Employment
RABRAE HE1R B2.1 work-related fatalities &=
BT EREMmE T AKX

KPI B2.2 Lost days due to work injury Employment
R A E1EB2.2 RIGELTIERE (=
KPIB2.3 Description of occupational health Employment
FASRAERUIEIE B2.3 and safety measures adopted, EfE

how they are implemented

and monitored
FIEREVB R R B 2458 » AR

MERETT R BRI A fE
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6. HKEX ESG GUIDE CONTENT INDEX (continued) 6. HBXF(BIE HEeRETLEREIE

) ABRRS| @)

Aspects, General Relevant sections
Disclosures and KPIs  Description in the ESG Report Remarks
B - —RIEE RS #HER
RERERER it ERBEEBAES B

Aspect B3: Development and Training
fEEB3 : & RIEI

General Disclosure Policies on improving employees’ Employment
— R knowledge and skills for discharging ~ 1E1&
duties at work. Description of
training activities
BRARTHE BFETT TIRBE AR &
RREBEMBR © I FE B

KPI B3.1 The percentage of employees trained ~ Employment
RASR A IE1R B3 by gender and employee category (=
RUERREEREDHNZIIIES
Aoty
KPIB3.2 The average training hours completed ~ Employment
RASR AR HIEIE B3.2 per employee by gender and =

employee category
RIERREEERIE D - BREE K
Sl F0REEaliss s

Aspect B4: Labour Standards
BEB4 : B T%#H|

General Disclosure Information on: Employment
— R EE BREAP IEZE TR TH) - (=5

(@) the policies; and

@ BE: K&

(b)  compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to
preventing child and forced labour

b) EFTHEHZBITABERZENREEE
BERBIE R

KPI B4.1 Description of measures to review Employment
RA B IR IZ B4.1 employment practices to avoid EE
Chl|d and forced labour

el S A TﬁlJE’Ji ﬁm%ﬁ%il&

e T oL
KPI B4.2 Description of steps taken to eliminate - No such incidents were
RABRAE WIEIR BA.2 child and forced labour practices reported during the
when discovered reporting period
B ERIE R HIRE T Mg RREHAL TS
& TIESUPTBRER A 2755 10 # BHEEREM
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HKEX ESG GUIDE CONTENT INDEX (continued) 6. BEXRFT(BIE - HE€REELHEE
SIYRBZES| @)

Aspects, General Relevant sections
Disclosures and KPIs  Description in the ESG Report Remarks
B - —RIEE RS #HER
REARERER i gl ERMEMEBES B

Aspect B5: Supply Chain Management
[EmEBS : ftrEEERE

General Disclosure Policies on managing environmental Operating Practices
—RR R and social risks of the supply chain =EBM

EEHEENRE R SREREE

KPI B5.1 Number of suppliers by Operating Practices
RAR B IRIZ B5.1 geographical region =E B0
i@ Bl D e HER A

KPI B5.2 Description of practices relating to Operating Practices
RASREIEIZ B5.2 engaging suppliers, number of =E B0

suppliers where the practices are

being implemented, how they are

implemented and monitored

ERERHERNED - MERT
BRAEDINHEREE - UG
BHIIMITRER AN

Aspect B6: Product Responsibility
[EHEB6 : EmEE

General Disclosure Information on: Operating Practices
— R BRFRHERNBREOHRERZS - SEED
BE - BERLBEEARER
TR
(@)  the policies; and
@ HE: &

(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

b) BTEHBTABERZENREE
REBOIER
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6. HKEX ESG GUIDE CONTENT INDEX (continued) 6. BERFI(IRE - HEREARBEE
S)ABRSI @
1 e I
Aspects, General Relevant sections
Disclosures and KPIs  Description in the ESG Report Remarks
B - —RIEE RS #HER
RERERER it ERBEEBAES B
1 Y [
KPI B6.1 Percentage of total products sold or - Not applicable to
B A BUIEIE B6.1 shipped subject to recalls for safety the Group's core
and health reasons operation
EERCDEXEMEHTEL R EER NERARAREEZL
EBHRmARKE A DL 7%
KPI B6.2 Number of products and service - No products and
HSEAEMIEIE B6.2 related complaints received and service related
how they are dealt with complaints received
RN Em MR F A during the reporting
VAR S T70% period
RIEREL BEES
B2 o AR S E94R 5
KPI B&.3 Description of practices relating to - Not applicable to
FASEAE BUIEIE B6.3 observing and protecting the Group's core
intellectual property rights operation
B E N REHBEEBRBNBEHN NERARAEBZL
f st E
KPI B6.4 Description of quality assurance Operating Practices
RSB NIEIZ B6.4 process and recall procedures ZE BN
B 210 5F B2 M E dn [0 AR Fr 60 1 2t
KPI B6.5 Description of consumer data Operating Practices
RA 4B IR IZ B6.S protection and privacy policies, LB BN
how they are implemented and
monitored
HEEERMRERILEBBER - AR
MRBBIT & BT AR
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HKEX ESG GUIDE CONTENT INDEX (continued) 6. HXFI(EBE HEREABHREE
SIYARES| @)

Aspects, General Relevant sections
Disclosures and KPIs  Description in the ESG Report Remarks
B - —RIEE RS #HER
REARERER i gl ERMEMEBES B

Aspect B7: Anti-corruption
BEB7 : RE’S

General Disclosure Information on: Operating Practices
—REE BRI LLARRS - 3R~ MGFROARER - 2D

(@)  the policies; and

@ BER:K

(b)  compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to
bribery, extortion, fraud and
money laundering

b) BITHETABBAZENHBZE
REBPIER

KPI'B7.1 Number of concluded legal cases Operating Practices No concluded legal

RS B IRIZ BT 1 regarding corrupt practices brought & & 1E cases regarding
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Disclosures and KPIs  Description in the ESG Report Remarks
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Aspect B8: Community Investment
[EmBS : HEBIRE
General Disclosure Policies on community engagementto ~ Community
— MK ER understand the needs of the Investment
communities where the issuer HEFE
operates and to ensure its activities
takes into consideration communities’
interests
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Fl a8 VIR
KPI B8.1 Focus areas of contribution Community
B A BUIEIE B8 ErEREE Investment
HEREE
KPI B8.2 Resources contributed to Community
RAS B WIEIZ B8.2 the focus areas Investment
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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 year ended 31 December 2018.

Principal activities

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in Note 40 to the financial
statements.

An analysis of the Group's performance for the year ended 31
December 2018 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 year ended 31 December 2018
are set out in the consolidated statement of profit or loss on
page 117.

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 244
and 245.

Dividends

No interim dividend was declared and paid to shareholders of
the Company (the “Shareholders”) during the year ended 31
December 2018.

The Directors do not recommend the payment of any final
dividend in respect of the year ended 31 December 2018 (eight
months ended 31 December 2017: Nil).
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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 year and the material factors underlying
its results and financial position are included in the
“Management Discussion and Analysis” section on pages 5 to
12 of this annual report.

The principal risks and uncertainties faced by the Group include
but are 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 disclosed under section headed
“Contractual arrangements” to this annual 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 ”
governments which include regulations on discharge of wastes

PRC") national, provincial and municipal

and air pollution. During the year ended 31 December 2018, 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 43 to 76 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*
(hEE AR EFMBEEF 154 ) and Administrative Measures for
Internet Information Services* { BB 4815 S RS B RIE) 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 or this annual report, 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 12 of this annual report.

The Group implemented comprehensive mechanisms to ensure
that high standard of ethical business practices are adopted
when our employees are 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

Trading and supply chain management services

Linmark Holdings Limited and its subsidiaries (the
“Linmark Group”) are engaged in trading and supply
chain management services. 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.

Operation of online social platforms

Loovee Holdings Inc. (“Loovee”) and its subsidiaries
(the"Loovee Group") are principally engaged in gamified
social, online entertainment and social advertising
business, thereby providing various social and
entertainment services to a number of individual users in
the PRC. In future, we shall continue to enhance the user
experiences, customer service capability and
corresponding customer service for products, so as to
meet the demand of our partners and 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)

Trading and supply chain management services

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.

Operation of online social platforms

Loovee Group has established cooperation relationship with
a number of partners in the PRC, including online application
markets (e.g. FEFE (Tencent App Center), EARM %
(Huawei App Store)), advertising partners, 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 year ended 31 December 2018 are set
out in Note 12 to the financial statements.

Share capital

Details of the share capital of the Company during the year
ended 31 December 2018 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 year ended 31 December 2018 are set out in the
Consolidated Statement of Changes in Equity and Note 39 to
the financial statements respectively.

The distributable reserves of the Company consisted of the
aggregate of contributed surplus and accumulated losses. The
Company had no reserve available for distribution to
Shareholders as at 31 December 2018 (31 December 2017: Nil).
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Directors

The Directors who held office in the Company during the year
ended 31 December 2018 and up to the date of this annual
report are:

Non-executive Director
ZHOU Xijian

Executive Directors
YU Lei (appointed with effect from 1 January 2018
and resigned with effect from 1 January 2019)
WONG Hing Lin, Dennis
HO Chi Kin (appointed with effect from 13 February 2018)
TSANG Chun Ho, Anthony (also known as Zichen)
(resigned with effect from 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. TSANG Chun Ho, Anthony (also known as Zichen) resigned as
Director due to his decision to devote more time to his personal
endeavours. Mr. YU Lei, resigned as Director due to his decision to
devote more time to his other business commitments. Each of the
aforesaid Directors confirmed that he has no disagreement with the
Board and there is no matter that needs to be brought to the
attention to the Shareholders and the Stock Exchange in relation
to his resignation.

Mr. ZHOU Xijian and Mr. ZHANG Huijun, 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 connected transaction and significant related
party transactions are disclosed in this annual report and in
Note 34 to the financial statements.

Save as disclosed above, no other transactions, arrangements
or contracts of significance to which the Company or any of its
subsidiaries was a party to which a director of the Company or
an entity connected with a director had a material interest,
whether directly or indirectly, subsisted as at 31 December 2018
or at any time during the year ended 31 December 2018.

Management contracts

No contract concerning the management and administration of
the whole or any substantial part of the business of the
Company was entered into during the year ended 31 December
2018.

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

As at 31 December 2018, 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:

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

Report of the Directors
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Directors’ interests in shares, underlying shares
and debentures of the Company and its
associated corporations (continued)

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

(continued)
Notes:

(1 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. 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 (Director of the
Company) and Mr. ZHANG Qi (a former director 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 2018.

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

As at 31 December 2018, 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 2018, 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.
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Directors’ rights to acquire shares or debentures
Save as disclosed in this annual report, at no time during the
year was the Company, or any of its 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.

Interests and short positions of substantial
shareholders in the shares and underlying shares
of the Company

As at 31 December 2018, 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:

Name of
substantial shareholders Capacity
TERRER 4]

Beneficial owner (Note 2)

g 2 NG

Sino Remittance

H[E

Beneficial owner (Note 2)

EnlEAA(ME2)

Oceanic Force

Interest of controlled
corporations (Note 2)

SAEHE® 2 e (PEE2)

Daohe Global Investment
BHIRIRIEE

Beneficial owner (Note 3)

BEamfa A (fEE3)

Legian Investment Limited

Interest of controlled
corporation (Note 3)

SAEHEE 2 fEas (EE3)

ZHOU Congwei
FRE

Beneficial owner

Emia A

TSANG Chun Ho, Anthony

BT
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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.

Of these shares, (i) Sino Remittance owned 512,250,000 shares, (i) Fame
City owned 59,690,535 shares, (i) Oceanic Force owned 92,042,892 shares
and (iv) Winning Port owned 138,000 shares. 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.

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

Calculated on the basis of 1,509,592,701 shares in issue as at 31 December
2018.

Save as disclosed above, as at 31 December 2018, 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.
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Equity-linked agreements

Other than the share option scheme of the Company as
disclosed below, 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 year ended 31 December 2018 or
subsisted as at 31 December 2018.

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 consolidation and
the share subdivision in September 2016 and August 2017
respectively). As at 31 December 2018, 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)
Details of movements for the year in the number of Share

Options are set out below:

Report of the Directors
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Number of Share Option(s)
BREHE
Granted  Exercised  Cancelled/
from from  lapsed from
Outstanding ~ 1January ~ 1January 1 January Outstanding
as at 2018 to 2018 to 2018 to as at
1 January 31December 31 December 31December 31 December  Date of grant Exercise period
Participant(s) 2018 2018 2018 2018 2018  (DD/MM/YY)  Exercise price (HK$) ~ (DD/MM/YY)
g ] ]
ZE-\f ZE-N\f ZE-)\E
-A-B% -A-BE -K-HEZ BEZ
B2 -%-\f ZB-\f ZB-N\§f ZB-)\f
ZB-\F 1A t=A t=A t=A
-f-B =t-B =t-B =t-B  =t-H A
S8% HATE & T RH/%M HAGE (B/A/%) f1EE(ER) (R/R/%)
I N D D R D N I B
Consultants (Note 1) 7,500,000 - - (7,500,000) - Three and one third ~ 06/11/2015-
BR () (Note 2) (Note 2) 05/11/2018
(&2) =R=B2—
iEY)
Total 7,500,000 - - (7,500,000 -
sy
Notes: B E
) None of the grantees under the 2011 Share Option Scheme is a Director, Q] BE T —— FEREEIE T ZEARABRARES

Chief Executive or substantial shareholder of the Company or their
respective associates (as defined in the Listing Rules) of any of them.
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Share options and share option scheme (continued) ~ BEIRIER IR AERT 2l ()

Notes: (continued) s : (4)

() The subscription price of the outstanding Share Options and the sharesto  (2) 1B AT 0 B AR 2 FRBE (B [ 2 TED 17 {0 B A A P B SR B A

be allotted and issued upon full exercise of the subscription rights B R T RO RERETYHMR_E—XNFENA
attaching to the Share Options have been adjusted as a result of share —t+EEEZZE—tENATBERZBRDE G EERGD
consolidation and share subdivision effective on 27 September 2016 and RAAMAR - WEREER AR ZFBHN ARG B
10 August 2017 respectively. Details of the adjustments made to the Share RIE-—RNFANAZTABR=ZZFT—+tFNAABZA
Options were set out in the announcements of the Company dated 26 HRESIT

September 2016 and 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
R-ZB—HF+-ARERHZBRE REZB-ARFAA=TLHETZRHEH REZB—tFNATBETZROFA
| | |

Subscription price No. of shares to be Adjusted subscription  Adjusted no. of Adjusted subscription  Adjusted no. of
(per share) (Note 3) 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
REE (R (ME3) BREMNREEE EREDBEE BB R EE ERERBE BREMNREEERZE
2ETERETER (BIRA BHRR () 2ETERETER (BRIFAR) TR S RO E BT
BRETZROE BRBIT ISR SRR AR
E| AFRNEA
HK$1 25,000,000 HK$10 2,500,000 Three and one third 7,500,000
1787 1087 HK dollar
3BT

?3) The Share Options may only be exercised by the grantees if the average  (3) ARANERBETE AP AERZEBROENZ AT
closing price of the shares on the Stock Exchange stated in its daily HmBRAMRTHUTERBTR6.67 B TR AT
quotations sheets for the five business days immediate preceding the R -
exercise date exceeds HK$6.67 per share.

Connected Transaction BERS

Save as disclosed in Note 34 to the financial statements, there ~ BREIFSMEMFEMMBEREIN - REE=ZZFT—N
was no connected transaction or continuing connected F+t_A=1+T—HIEFEEERFREL  ~2Q
transaction undertaken by the Company during the year ended &I ETTIRIE FHRBIE 14AEE T HEE 2
31 December 2018 and up to the date of this annual report EXZFAFFEMERLS

which was required to be disclosed pursuant to Chapter 14A of

the Listing Rules.

N
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Related party transactions

Details of the significant related party transactions undertaken
during the year ended 31 December 2018 are disclosed in Note
34 to the financial statements.

For those related party transactions that constituted connected
transactions or continuing connected transactions (as the case
may be) 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 Loovee Science and Technology Development
Co., Ltd.* (RIITTEMERIEFZEER A F]) (the "“OPCO”) and its
subsidiaries (the “OPCO Group”), is principally engaged in the
development and operation of online social platforms. 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#) and
20% by Mr. LIAO Guoxin* (EZBI%f), equity owners of the OPCO
nominated by the Company (the “VIE Equity Owners”).

On 24 April 2017, Loovee Science and Technology (Shenzhen)
Co., Ltd.* (BRI (X)) B BR A 7)), 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 Group to flow onto the WFOE and to
enable the WFOE to gain control over the OPCO Group (the
“Contractual Arrangements”).

Financial contribution of the OPCO Group to the
Group

The aggregate revenues of the OPCO Group that were
attributable to the Group through VIE Contracts amounted to
approximately US$43,545,000 for the year ended 31 December
2018. As at 31 December 2018, the net assets attributable to the
OPCO Group were approximately US$9,265,000.

*  For identification purpose only
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Contractual arrangements (continued)

Reasons for the Contractual Arrangements

According to The Guidance Catalogue of Industries for Foreign
Investment (2017 Amended)* ({(AMNEREEZEEE H & (2017 4F
1&3]))) (the “Catalogue”), value-added telecommunications service
business is restricted for foreign 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 online social platforms 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 Group does not possess the required
qualifications, Loovee cannot directly or indirectly hold the equity
interest in the OPCO as a foreign investor.

In order to comply with the applicable PRC laws and regulations
including the Catalogue, 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 Group to flow onto the WFOE and to
enable the WFOE to gain control over the OPCO Group.

Summary of the major terms of the VIE Contracts
The following sets out the principal terms of the VIE Contracts,
which were in place since 1 June 2017:

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 is equal to 100% of the net
profit of the OPCO after deducting taxes, costs and
expenses incurred during the course of business.

*  For identification purpose only
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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 agreed
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, businesses,
personnels, undertakings, rights or operations. The VIE
Equity Owners also agreed (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 granted the
WEFOE 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 laws (if
evaluation is required).

The OPCO also granted 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 Leyi Science
and Technology Co. Ltd.* (RINTTEEERHZ AR 2R A])) at
the lower of (i) the book value; and (i) the minimum price
permitted by the then applicable PRC laws.

*  For identification purpose only
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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 was effective on the date when the
pledge of the equity interests in the OPCO was 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 agreed 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 were 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 appointed 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 undertook 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
WFQOE at nil consideration or the lowest price
permitted by the applicable laws; 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
WFOE 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 agreed 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 the risks associated with the Contractual

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

The 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 conflicts of
interest with the Group
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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 Arrangements 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 (the
"Responsible Director”) to enforce all management controls of
the OPCO. As at the date of this annual report, Mr. LI Feng* (2=
#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
designated Director of the Board.

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 designated Director of the Board
thereafter so as to allow the Board to determine if any
modification or amendment is required to be made.

*  For identification purpose only
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Contractual arrangements (continued)
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 construed
in accordance with the PRC laws and contain a provision
for resolving disputes by arbitration at South China
International Economic and Trade Arbitration
Commission* (EEHBEBRKLEZESMHMHEZEES) 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.

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
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Contractual arrangements (continued)
The Subject Persons Undertaking (continued)
(i) he shall only dispose of any of his interest in the shares, if:

(a) 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

() 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.

Each of the Subject Persons confirmed to the Company that
they have complied with the undertaking for the period from
the completion of acquisition, up to and until 31 December
2018.
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Contractual arrangements (continued)

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

2. 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
draft PRC Foreign Investment Law* ({1 2 A R B N
®"EFREZHKE R T))) and the Explanation on the
draft PRC Foreign Investment Law* ({BER (P 2E A R H
BN IR E R (ERBRERR)) B3 8)) (collectively,
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 (i) 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.

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, up to and until 31 December 2018.

*  For identification purpose only
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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 year ended 31
December 2018.

Unwinding of the contractual arrangements
Pursuant to the relevant provisions of the VIE Contracts, the
WEFOE 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 26 March 2019, 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.

Major customers and vendors of the Group

During the year ended 31 December 2018, the five largest
customers of the Group in aggregate accounted for
approximately 45.2% of the Group's revenue and the largest
customer accounted for approximately 16.4% of the revenue of
the Group.

The five largest vendors of the Group in aggregate accounted
for approximately 5.9% of the Group's total shipment volume
placed by the Group and the largest vendor accounted for
approximately 1.6% 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.
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Purchase, sale or redemption of securities

During the year ended 31 December 2018, neither the
Company, nor any of its subsidiaries purchased, sold or
redeemed any securities 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
During the year ended 31 December 2018, the Group made
charitable donations of approximately HK$18,000.

Public float

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

Auditor

The consolidated financial statements for the year ended 31
December 2018 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.

Corporate events after the reporting period
Close of Money Lending Business

The principal activities of the Group consist of three operating
segments, (i) trading and supply chain management services, (ii)
operation of online social platforms, and (iii) money lending
business.

There has been no loan granted or no new borrower for the
money lending business since July 2017. The Directors
considered that it would be advantageous from the resource
allocation perspective of the Group to close the non-core
money lending business. The close of money lending business
would not have any material adverse effect on the business,
operations or financial position of the Group.

The Group would focus on its core business activities, namely
trading and supply chain management services, and operation
of online social platforms.
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Report of the Directors
ERSHEE

Corporate events after the reporting period
(continued)

Termination of Framework Agreement in relation to
the Possible Investment in a TV Drama

Reference is made to the announcement of the Company on 24
December 2017 in relation to the framework agreement (the
"Framework Agreement”) entered into between Huoerguosi
Hanbo Culture Industry Limited* (2 SRETS B L E R KD A
R /A7]) (the "Producer”) and the Group in relation to the
possible cooperation in the production of a TV drama series.

As disclosed in the paragraph headed “Close of Money Lending
Business” above in this annual report, the Group would focus
on its two core business activities. Thus, the Group would not
proceed with the Framework Agreement. Both the Producer
and the Group have been released from all obligations under
the Framework Agreement. It would not have any material
adverse effect on the business, operations or financial position
of the Group.

On behalf of the Board

ZHOU Xijian
Chairman and Non-Executive Director

Hong Kong, 26 March 2019

*  For identification purpose only
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Independent Auditor’s Report

Ernst & Young
22/F CITIC Tower

1 Tim Mei Avenue
Central, Hong Kong

EY::

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 117 to 243, which
comprise the consolidated statement of financial position as at
31 December 2018, 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 year then ended
and notes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group
as at 31 December 2018, and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards ("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.

Tel : +852 2846 9888
Fax : +852 2868 4432
www.ey.com
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Independent Auditor’s Report
BN 2RSS

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.

FRELZER
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Key audit matter

FRELZER

Independent Auditor’s Report
BN 2RSS

How our audit addressed the key audit matter

BN ERN R EBRRERSEH

Impairment of goodwill and other intangible assets

BERREMELEERE

The Group had goodwill with a gross amount of
US$147,553,000 which was fully impaired as at 31
December 2018. The goodwill was allocated to the
“trading and supply chain management services” CGU,
the "operation of online social platforms” CGU and
“others” CGU, and impairment losses of US$66,496,000
was recognised during the year in profit or loss. The Group
had other intangible assets with a carrying amount of
US$18,476,000 as at 31 December 2018 allocated to the
“the operation of online social platforms” CGU.
RZZB-\F+-A=+—H  EEEEIR147,553000
ENZABERERE BHECOEZR [EHMIHERERE
RBIBEELSEN  [REBLUER TR ReELEN
NIEMIBeEAEN  WRFRAREBERERREESR
66,496,000 7T - RZE—-—NF+_A=+—H  55H
BAEMREER 18476000 R T RMBLEE * DEE [
ER LR TR I REEEEM -

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 losses of approximately US$66,496,000 in
respect of the goodwill and US$21,747,000 in respect of
the other intangible assets in the current year.
EREDREB N EXRMERMUETREN G MERE -
ERIAREEAEM AIKROEHE  EEERRBAFE
BB B B 18 40 66,496,000 3% 7T K Ho A £ T2 & 2 R (B &5 1R
21,747,000 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.
ErrlEeBE(NAFTEREEXAEFREENRSE)
HFEERNEEE G NE S (MEPR SRR R EN X
ARBEIRE) o

Relevant disclosures are included in notes 3, 13 and 14 to
the consolidated financial statements.

MHRRESRNRA M BRRMEEI - 13 %14

We assessed the competence, capabilities and
objectivity of the independent professional valuer
engaged by management.
HPCHEEREMRRBELEXEGERMZEE -
REHIE

BEN

We reviewed management’s assessment of the
recoverable amounts. 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
rates, 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 value-in-use of
the CGUs.

BAEEREREH RO B - HANERE
FREENLENGEERENMRR @ RETRAINE
EEAER  REABREEFBUNBERRTME
BEXR  ARRGEERNENEETIZMH/E - HATY
BeREBTRRMAERHNBRETERESNT < 1
ML AT EER BB RMAFEECRSELEMRE
REEMAIERMBEX -

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

BT R AR & B TS IR AT E BRI R
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Key audit matter

FREZER

How our audit addressed the key audit matter

EMNFRNEERRFXSE

Income tax provision

FrigsirkeE

The Group received protective assessments amounting to
approximately HK$197,000,000 (equivalent to
US$25,321,000) 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 2012/2013.
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 the protective assessments for those years.
ESEEHEHN ESER-_ZTT= /_—_ZTWE_-ZT
— /=B EEEER RGN R BRAT &
o BEREEERBR(HRER ) REMFTA 197,000,000
BT (HH%ERN25321,000%7T) - EEEDHREMLFTHR
RS o btoh BERRMRMEBARE A EEHNZE
FEREBUEFVAFE N2 BRK - BEEES,250,0008 7T
(FER 675,000 7T) 2 B FH o

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 2018, the
case was still under negotiation with the IRD and sufficient
tax provision was made. The determination of tax
provisions requires significant management judgement.
BEEECZRMEHBER LR —HEME T RIERE
MBRER —BD - RZE-NE+A=+—H &%
REDEETKRERT - AEEHRRHORIBER - &
EMAR BT RERNEIEE A -

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

MHRA R BN AR A M RARMEI NG

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

B EEEEMRRINIREERCEE 88N R
B8

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.

BAE BB R B ER GBI BN IBER G Z5E - &
FITEESY EHERBE R 2RI ERAMINEREER
B 2 MG ERE -
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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 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.

Independent Auditor’s Report
BN 2RSS
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Independent Auditor’s Report
BN 2RSS

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.

J 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)

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.

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.

Independent Auditor’s Report
BN 2RSS
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Independent Auditor’s Report
BN 2RSS

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
26 March 2019
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Consolidated Statement of Profit or Loss

,i_,/_\ — N\ 7/

/ZwT\ = 12 m
Year ended 31 December 2018

BHE-_Z—\E+-A=1+—HIitEE

Eight months
Year ended ended
31 December 31 December
2018 2017
S BHE
—EB-N\F —F—+F
+=HA=+—-B +=ZA=+—H
+FE ENEA
Note US$'000 US$'000
Kz TER FTEr
| ] | | |
REVENUE g 5 107,513 78,527
Cost of sales SHEE R AR (79,799) (60,282)
Gross profit EH 27,714 18,245
Other income HAb A 5 846 543
Selling and marketing expenses HERTHEERY (12,196) (8,638)
General and administrative expenses —MRITHHAZ (20,845) (14,931)
Gain on disposal of subsidiaries HERTE QR 2 W 29 7 =
Gain on dissolution of a subsidiary A — R B AR 2 e 30 8 =
Share of loss of a joint venture B —KEERNRZER (1 (1
Impairment losses on goodwill BEREER 13 (66,496) (73,098)
Impairment losses on other intangible assets Hi\ Ry EERERE 14 (21,747) -
LOSS BEFORE TAX BRBLATAE 1R 6 (92,710) (77,880)
Income tax credit Frisfiige 9 8,536 1,690
LOSS FOR THE YEAR/PERIOD % (84,174) (76,190)
ATTRIBUTABLE TO: TH AL :
Owners of the Company ZN/NETE =N (84,160) (76,187)
Non-controlling interests IR (14) )
(84,174) (76,190)
LOSS PER SHARE ATTRIBUTABLE TO ARRAEBREZFAA
ORDINARY EQUITY HOLDERS OF LB RER
THE COMPANY (AEALZ51)
(expressed in US cents) 10
Basic HEAR (5.58) (5.24)
Diluted o (5.58) (5.24)
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Consolidated Statement of Comprehensive Income

/\‘/T\ = %@L&

Year ended 31 December 2018
HE-_Z—\F+-A=+—RHILtEE

Eight months
Year ended ended
31 December 31 December
2018 2017
S BHE
—E-N\F —T+F
+=A=+-H +=ZA=+—H
+FE LENE A
Note Us$'000 US$'000
Li: FEx FTET
| ] | | |
LOSS FOR THE YEAR/PERIOD FE/HEEE (84,174) (76,190)
OTHER COMPREHENSIVE (LOSS)/INCOME Hit2mE (FE) B
Other comprehensive (loss)/income that may be  REZHRE A2 EH 21
reclassified to profit or loss in ZEERZHEMEE
subsequent periods: (B8, A
Exchange differences on translation of BEBINRBERER
foreign operations (2,969) 6,740
Other comprehensive (loss)/income that may be  RNEGERE A @ EF D48
reclassified to profit or loss in EERCEMEE
subsequent periods (E18),/ A (2,969) 6,740
Other comprehensive income that will not be RERBBIEIRERRZ
classified to profit or loss in subsequent periods: ~ E A2 EUWA :
Remeasurements from a defined benefit plan TREAFEZENE 25(a) 50 20
OTHER COMPREHENSIVE (LOSS)/INCOME FE/HEEMEHE
FOR THE YEAR/PERIOD (BB, WA (2,919) 6,760
TOTAL COMPREHENSIVE LOSS FE/HH2EFRLEE
FOR THE YEAR/PERIOD (87,093) (69,430)
ATTRIBUTABLE TO: THALELR:
Owners of the Company AN/NGIE 2SN (87,079) (69,427)
Non-controlling interests FEE R (14) 3)
TOTAL COMPREHENSIVE LOSS FE/PH2EHFRERE
FOR THE YEAR/PERIOD (87,093) (69,430)
\
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Consolidated Statement of Financial Position

RE M IEIR R
As at 31 December 2018
RZZE-—N\F+=ZR=+—H

2018 2017
—E-N\E —T—tF
Note Us$'000 US$'000
i FExn FET
| | | | |
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - BERERE 12 716 595
Goodwill EES 13 - 68,531
Other intangible assets HihmpEE 14 18,476 54,565
Available-for-sale financial asset AHHNESHEE 15 - 229
Financial asset at fair value through BATER AR L
profit or loss EREE 15 270 -
Investment in a joint venture R—REEDAZRE 16 8 9
Deposits b 20 349 349
Deferred tax asset EERIBEE 17 4 12
Total non-current assets FRBEELE 19,823 124,290
CURRENT ASSETS RBEE
Inventories & 18 262 55
Available-for-sale financial asset AHESREE 15 - 765
Trade receivables U E 5 BR K 19 8,774 8,578
Prepayments, deposits and ENZIE  EHe R
other receivables Hofth fE Y 3R IR 20 4,416 4,653
Cash and cash equivalents HeMESEEER 21 17,192 13,278
Total current assets MEVEERE 30,644 27,329
CURRENT LIABILITIES RBEE
Trade payables FERTE SR 22 3,799 5,384
Accruals, provisions and [EEHER  BER
other payables H{h fE 5018 23 7,792 11,691
Deferred revenue BT e - 1.172
Contract liabilities AHEE 24 1,521 -
Loan from a former director RE—BAEEER 34(b) 3,856 -
Tax payable JER IR 2,446 2,487
Total current liabilities B AEBE 19,414 20,734
NET CURRENT ASSETS RBEERE 11,230 6,595
TOTAL ASSETS LESS CURRENT LIABILITIES BEERERRBEE 31,053 130,885

/
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N

Consolidated Statement of Financial Position

ARa MR

As at 31 December 2018
RZZE—-—N\F+=ZA=+—H

2018 2017
—E-N\F “E—+F
Note Us$'000 US$'000
k= FEx FET
I Y D D
NON-CURRENT LIABILITIES FRBEE
Deferred tax liabilities EEFHBEEE 17 4,632 13,659
Loan from a former director KEA—ZAEEER 34(b) - 3,856
Post-employment benefits EERIKER 25 414 474
Provisions B 23 1,405 1,405
Total non-current liabilities ERPaEes 6,451 19,394
NET ASSETS BEERE 24,602 111,491
EQUITY Em
Share capital A& 7N 26 20,128 20,128
Reserves e 4,409 91,371
Equity attributable to owners of the Company ARRHER AEIG#ER 24,537 111,499
Non-controlling interests FEPERR R = 65 (8)
TOTAL EQUITY R AR 24,602 111,491

HO Chi Kin fi2{ &
Director& %

WONG Hing Lin, Dennis EE F

DirectorZ %
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Consolidated Statement of Changes in Equity
R LT

Year ended 31 December 2018
BHE-_Z—\E+-A=1+—HIitEE

I N I
Attributable to owners of the Company

KARERARL
Available-
for-sale
financial
Share Capital asset  Exchange Non-
Share Share  option  Special redemption revaluation fluctuation Accumulated controlling Total
captal  premium  reserve  reserve’  reserve  reserve  reserve losses Total interests equity
THLE

ErRE  fHEE ENRE
Bx  RtaE BRERE SRR BE  EGEE BE  ZiER B FoBRER  BRUE
Note  US§'000 ~ USS'000  USS'000  US$'000  US§'000  USS'000  US$'000  USS'000  US§'000  USS'000  US$'000
i3 Tir  TEn TR TEn TRr TEn TR T TR i TER
1 [ e

At 1 January 2018 R=Z-\E-f-A 20128 153409 306* 184* 48 109* 6,598* (69,283 111,499 8 11149
Adjustment on adoption of HKFRS 9 A ABIEHE £R
F95088 226) - - - - - (109) - 109 - - -
Restated balance at R-Z-\#-A-H
1 January 2018 ZEJHE 20128 153,409 306 184 48 - 6598 (69174) 111,499 8 11149
Loss for the year FEER - - - - - - - (84160)  (84,160) (14)  (84174)
Other comprehensive (los)/income ~ FEEM2H
forthe year: (B8)/ A -
Exchange differences on translation BRI EH 7
of foreign operations ERES - - - - - - (2,969) - (2.969) - (2.969)
Remeasurements from TR
a defined benefitplan Bt 25 - - - - - - - 50 50 - 50
Total comprehensive loss for the year  EE2EFIRAR - - - - - - (2969)  (84110)  (87,079) (14) (87,093
Equity-settled share option IWRES
arrangement BRERS i - - 17 - - - - - 17 - 17
Share options lapsed during the year  ERE Xz BRE 7 - - (423) - - - - 423 - - -
Set-up of a new subsidiary HL-FHHBAR - - - - - - - - - 74 74
Disposal of subsidlaries HENBAF 0 - - - - - - - - -
Dissolution of a subsidiary BH-FHEBLA k] - - - - - - - - - 8 8
At31 December 2018 RZT-)\E
t-R=1-H 20,128 153,409 - 184* 48 - 3,620 (152,861) 2531 65 24,602

)
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Consolidated Statement of Changes in Equity
Yo A f oL ek h =
wh 3 ng=d

Year ended 31 December 2018
HE-_Z—\F+-A=+—RHILtEE

Atributable to owners of the Company

N

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$4,409,000 (31 December 2017: US$91,371,000) in the consolidated
statement of financial position.

XIT) °

KATRRAELL
Available-
forsale
financial Retained
Share Capital asset  Exchange  eamings/ Non-
Share Share  option  Special redemption  revaluation  fluctuation (Accumulated controlling Total
capital  premium reseve  resene’  resene  resene resene loss) Totol  interests  equity
AfiE
Bl EREE  SREE  ENRY REEH/ E2lly
RE  ROEE BE  HIRE e EREEE G& (ZER) 5 Bn EREE
Note  USS000  USS000  USS000  USFO00  USS000  USH000  USS000  USS000  USSO00  USS000  US$000
4 Tr T T Tt T TEr fEar T Hr T T
! | | _______________________________________________________________|
At 1 May 2017 R=F-tE1A-A 14128 19242 212 184 8 109 (142) 6,884 40,665 () 40,660
Lossforthe period HEER - - - - . . B XI5 ® 060
Other comprehensive income HREMZERA :
for the period:
Exchange difference on translation of  BE R EH 2
foreign operations ERZE = = = = = = 6,740 - 6,740 - 6740
Remeasurements from ERRETEZ
a defined benefitplan Effite 20a) = = = = = = = 0 20 = 0
Total comprehensive income/ HREARA/

(loss) for the period (Bi8) = - - - - - - 6,740 (76,167) (69.427) @B 69430
Acquisition of subsidiaries WENBAR 2(a) 6000 134167 = = = = = = 140,167 - 0167
Eoity-settled share option WRER 2

arrangement ERERS ] = = % = = = = = o = %
At 31 December 2017 RIE—+E

t-A=t-H 0128 153409 306* 184* A 109* 6598 (69283 11499 @ M
# Special reserve represents the difference between the nominal value of  # HRlRERERAAREFITRABERAQRFE R

R@BRD DT AE B RARRATERTEZZHE -

ZERBLBEERGAUBMRARTINGEAHE
4,409,000% T (ZE—+tF+=-H=+—H : 91,371,000
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Consolidated Statement of Cash Flows

=AN ANy = —1
IZ\\/T\ SiIR® //|L£i'§
Year ended 31 December 2018
BHE-_T—\E+-_A=+—HLEE

| | | |
Eight months
Year ended ended
31 December 31 December
2018 2017
BE BHE
—E-N\F T+
+=-A=+—-HB +=ZA=+—H
+FE LIENME A
Note Us$'000 US$'000
Li: TEx TE

CASH FLOWS FROM OPERATING ACTIVITIES K& ZEfE-HESKE

Loss before tax: BRELATETE (92,710) (77,880)
Adjustments for: R
Share of loss of a joint venture e =N 1= 1 1
Bank interest income RITHEKA 5 (30) @
Fair value gain on a financial asset at fair value ~ —IBIRAF{EF AEBRZ
through profit or loss SREE A TERS 5 (41) =
Gain on disposal of property, HENE BER
plant and equipment R W 6 (19) 22)
Gain on disposal of subsidiaries HEMRBR A W 6 7) =
Gain on dissolution of a subsidiary A —RHTB A A2 Y 6 (8) =
Depreciation e 6 343 209
Amortisation of other intangible assets HihEmp &S 6 13,266 7,641
Impairment losses on goodwill BEREER 6,13 66,496 73,098
Impairment losses on other intangible assets Hiv B EERERRE 6,14 21,747 -
Impairment of trade receivables B 5 BRTORIE 6 54 A
Write-down of inventories MR 6 62 78
Equity-settled share option expenses PARRHE S+ 2 B AR i 2 R 6 117 94
9,271 3,381
Increase in inventories FEEM (270) 81)
Decrease in loan receivable B E R - 6,000
Increase in trade receivables EUE 5 BR SR IE N (250) (2.722)
Decrease/(increase) in prepayments, BARFIE - ke REAM
deposits and other receivables FENCRIE R A/ (38 h0) 483 (1.273)
(Decrease)/increase in trade payables FERE SRR CRD),/ B (1,585) 725
Decrease in accruals, provisions, other payables, [EsTEf « Bi# - Hith
deferred revenue and contract liabilities FERFUE - BEW
ReaRaBERD (3,679) (970)
Increase/(decrease) in post-employment benefits 12 B3R KR@F1E 0, Gt 2>) 5 (63)
Cash generated from operations REXBHERS 3,975 4,997
Tax paid BERHIE (252) (196)
Net cash flows from operating activities REEBEREFE 3,723 4,801

/

BIRFEEBRAF
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Consolidated Statement of Cash Flows
meRenagR

Year ended 31 December 2018
HE-_Z—\F+-A=+—RHILtEE

Eight months
Year ended ended
31 December 31 December
2018 2017
BE BHE
—E-N\F —T—+tF
+=A=+-H +=ZA=+—H
LEE LENEA
Note Us$'000 US$'000
i FEx FET
| ] | | |
CASH FLOWS FROM INVESTING ACTIVITIES #REZBHFEREHKE
Bank interest received BEUERTTA S 30 9
Purchases of property, plant and equipment BEYE  BEKK 12 (482) (419)
Proceeds from disposal of property, HEME BEKX
plant and equipment RS FIA 25 25
Acquisitions of subsidiaries W B BB A 7] 28 - (8,974)
Disposal of subsidiaries HEHBAR 29 (M =
Purchase of available-for-sale financial assets BEAEHESREE (17,634) (2,180)
Proceeds from redemption of BOAHHESRERE
available-for-sale financial assets FTS0E 18,390 1,433
Net cash flows from/(used in) BEERERE/(FTiE)
investing activities e HR 328 (10,106)
CASH FLOWS FROM FINANCING ACTIVITIES BEZBFEREKE
Loan from a former director RE—BAEEER - 3,856
Net cash flows from financing activities BETBMERENEFE - 3,856
NET INCREASE/(DECREASE) IN CASH AND ReRBEE%EEER
CASH EQUIVALENTS 2/ (Rd) B8 4,051 (1,449)
Cash and cash equivalents at beginning of FH,/ Bz RE R
year/period He%EER 13,278 14,797
Effect of foreign exchange rate changes, net EXEH o 8 TR (137) (70)
CASH AND CASH EQUIVALENTS AT FRPEZAER
END OF YEAR/PERIOD RE&%EER 17,192 13,278
ANALYSIS OF BALANCE OF CASH AND RERRESERAR
CASH EQUIVALENTS BEROM
Cash and cash equivalents RekHeEEER 17,192 13,278

N
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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, and operation of

online social platforms.

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 2018.

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 and a financial asset at
fair value through profit or loss 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

B 15 M AT
31 December 2018
—ZE-NF+=-A=+—H

RAEEH

Daoche Global Group Limited #& 3R Bk & [
BRAB([HRAT]) RREZERAR - EMH
BRAARI(EARAIEMAAER]) 21
EESGRPEEEERGREEHE EHRTF

& o

RRARRZZEZ_F-—AZ+HAREEER
E-—NN\—FRaFEBEREIMKIAS
HNEFREMEARF - AAR ZEMMPFER L
it & Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda ° AN 2 &) f& 15 A
—EE_FRA+THEERRBARSMER
NEI((BRMD) EREM - RZZE—N\F
+TZA=1+—H EEREEZERERAT
(REFRIMNL) BARRBHIERER - I
BBFIRIKIEEIERBR AR (RETHT
MAAL) R AR D R R AIERRARER -

mRERE
WEMBRRIIREE LGOS ([FE
B AE ) B2 EEYBHRS LA (&
BUBHREEN ) (EPREMEEEMB
HEA - FEGER((FBEFER])
Kig)  BEALRETRUIALREABRA
O HBRERE - BRARLESREE
REAFEFABRScEMEERAATE
AHESN - I FMBHRERTIIRIBE 2 KAER
o WEMBHRRIDAET(ERT]) 27
BRRBIERIN MEBELOREERERIZ
FRIEK -

/

BIRREEGR A
—F—)\FEH
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Notes to the Financial Statements

8

BRI

31 December 2018
—T—NF+=-A=+—H

2.1 BASIS OF PREPARATION (continued)

N\

Change of financial year end date

Pursuant to the resolution 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
commencing from the financial period ended 31
December 2017. Accordingly, the consolidated financial
statements and the related notes presented for the
current year covered a twelve-month period from 1
January 2018 to 31 December 2018 while the corresponding
comparative amounts shown for these financial statements
and the related notes covered an eight-month period
from 1 May 2017 to 31 December 2017, and as a result,
may not be comparable with amounts shown for the
current year.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries for the
year ended 31 December 2018. 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

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

2.1

RBLEE ()

EXHBEEELEH
BERAAGBHRA-_ZE—+ENAA-+—H
ZEBERGR  AEEZVRFEFEHA
HE—_ZT—tF+-_A=+—H8I-FEHHE
BHOA=+tHERAT=A=+t—H K
It FT25 2 AFELRE TR A B
HRER—TE-NF-—HA—HE_ZT—)/\F
+ZA=+—Bi-+—1E AR - MEE®
EEBENEM RSB FRRER =
E—+FRA—HBEZE-_ZE—+F+=H4
=+—H1E/\{E A 8B - BB AT g A R R
FERTREEEIELLE o

REE%E
FEMBRREBEAARLEMNBARNEE
“E-N\FET A=+ —HLEFEZHER
el i1 UNGIEE RN =R 3 D22t )y
ER(EEABILER) - HAKBERS2H
BEET R RSB RESHIRET A
O BATEERRETNEAMEZE
BRAEEE (RER T AREEERRE
TRBEEMEES) - AR BEA G -

HARBERXEREBNRRE T REE
SEBLER DR 28 - AIARE B G E SR
RETROHARIN @ZEMEHEES
BERIEW - B

(@) BEERENZHMEEEHREANG
Kk

b) WMEHGBEOLHIMZENER K

(© AEENKRERRETRERE-

UZe
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2.1 BASIS OF PREPARATION (continued)

Basis of consolidation (continued)

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.

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, (ii) the carrying amount of any non-controlling
interest and (iii) the cumulative translation differences
recorded in equity; and recognises (i) the fair value of the
consideration received, (ii) the fair value of any investment
retained and (iii) 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.

Notes to the Financial Statements

A5 R R BT o

31 December 2018
—E—-N\E+=-_A=+—H

RBEE ()

RAEE ()

BB A Bz Rk 2 e HARR B AR R B4R
[l - WR—BZEABRERE - HBRARZ
XEEASEE SRR AETINES
VIHEGEEEXIEHRE L AR -

% iz R EHMEERA 2 SE D AREE G

NREA AR - B8 IR R
HE LT IR B ia A 6k o PTEEAREEAK B
MzX oAz EBRARRHCZEEREA
1§ N ﬁéﬁ N H&)\ ﬁﬁ&iﬁﬁngiﬁﬁ/\ﬁﬁ/\
R BN ETEH o

e S B R B BUR | Pl ) = TR FR I &
Z—HERZANREE  AEEGEHTG
HERBEHRIRET - MR —KHBERRZ
BAEERBREEEEARKEZGE - Al
BERRF AR -

MASEBAREH —KMBAR 2 IEH#E - A
BUBTER () 2@ A jZﬁF(@%Fﬁ;ﬁ)&
=X ||)T:'H—HH HQ%&&ZEEETE& (iii)
ARk RETERZ5E WA ()Fﬁ
Wz RE 2 AFE : (i) FTIRE ZEH&Q
ZAFERG)ENRALEECESERNZ
B’ﬁ?_ﬁ?ﬁ Ao MEAEEREMEEIKAR
RN BRI EEEEZ T ERBEEN
,\ﬁﬁﬁﬁEZH EESHEERBRNIR
Bs A (@A)
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Notes to the Financial Statements
Sl R B 5

31 December 2018
—T—NF+=-A=+—H

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES
The Group has adopted the following new and amendments
to HKFRSs for the first time for the preparation of the
Group's current year's financial statements.

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

Insurance Contracts

HKFRS 9 Financial Instruments
HKFRS 15 Revenue from Contracts with
Customers
Amendments to Clarifications to HKFRS 15
HKFRS 15 Revenue from Contracts

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

Annual Improvements ~ Amendments to HKFRS 1
2014-2016 Cycle and HKAS 28

Other than as explained below regarding the impact of
HKFRS 9 and HKFRS 15, the adoption of the above new
and amendments to the standards has had no significant
financial effect on these financial statements.

(@) HKFRS 9 Financial Instruments replaces HKAS 39
Financial Instruments: Recognition and
Measurement for annual periods beginning on or
after 1 January 2018, bringing together all three
aspects of the accounting for financial instruments
namely: classification and measurement, impairment
and hedge accounting. With the exception of hedge
accounting, which the Group applied prospectively,
the Group has recognised the transition adjustments
against the applicable opening balances in equity
on 1 January 2018. Therefore, the comparative
information was not restated and continues to be
reported under HKAS 39.

N\

22 S ERERBREZES

AEE D BRERAA T REERTEBY
BamEER - REARE RN AFEH I
Hx

BRUBREER UROBERNARS
257 2 1ER] ZABEREE

BEMBREER BAZENFHRSEL

FAKZIEE] FEoSeMT AR
BB IR 2ER)
FAFRBAEH
BAMBHREER 2/ TA
F o5

BB HIRE LR HEFAE N
%155

BRRBHRELER BEE B HHREER
F155RZERT FE15FHEKF

B e
FE (BRPBRE SNEXZRENLE
BEZ8g)
—RRREE 229%
—FE-mES BRUBREER
ZFNF F1RRELG

BEFRME  HERIF 2857 2 EFT

BT XM A BB B R % S RIS 95
REBTBRELE1SHROTEIN - 5K
LR RARIEFTE R MR F M B RR A B
BEAMBEE -

(@ M-F-N\FE-—A-BHZEKRABHN
FEHRE - HBEMBHRELEREIRE
B TAZKREBGERFEIRE A
TA:#RRAE GHERIAS®
SAHBE=E S E: "BEETE M
BRSPS BRAKEEEARE
FIRERMEFEIN AEEDH
—E-N\F-A-BZERBN&EH
TEHERAEE - Fit - L RER A &
BB RIBEF B ST ERF 395K
2
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Notes to the Financial Statements

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(a)

(continued)

Classification and measurement

The following information sets out the impacts of
adopting HKFRS 9 on the statement of financial
position, including the effect of replacing HKAS 39's
incurred credit loss calculations with HKFRS 9's
expected credit losses (“"ECLs").

A reconciliation between the carrying amounts
under HKAS 39 and the balances reported under
HKFRS 9 as at 1 January 2018 is as follows:

A5 R R BT o

31 December 2018
—B-N\Ft=A=t-H

22 S BRERBEZES @)

(@) (&)
DR EE
AT B R 51 R & B B 1S R & A A
FOREPHEAMRAKOTE - BIEUE
B EHRE LR FEORNBHEEEE
(A EERER]) KRB B2 ER
FIFHEELEEEBEETENTE -

R-Z—NE—A—B BEhEHE
A% 39 8 T &y R E A B B 15
SRR ORE TR 2T HE

o
I Y I Y D Y
HKAS 39 Expected HKFRS 9
measurement Re- credit measurement
Category Amount  classification loss Amount  Category
AAe ElE M= Bl FAMBREENZIRHE
L] ¢8R GEBE £8 L]
Note US§'000 US§'000 US$000 US§'000
i TEn TET TEn TEn
I I D D D D
Financial assets tREE
Available-for-sale financial assets  AJtHESBAE (i AFS! 994 (994) = - NATER
Financial assets at fair value RAFEFNER
through profit or loss NEREE 0) N/APNER - 994 = 994 FvPL4
Trade receivables ERE B (i) L&R? 8,578 = = 8,578 AC
Financial assets included in SEARAZE  BE R
prepayments, deposits and AR EN
other receivables SHEE L&R? 4531 = = 4531 AC?
Cash and cash equivalents BeRReEEER L&R? 13,278 - - 13,278 AC
27,381 = = 27,381

)
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Notes to the Financial Statements
B ERER M E

31 December 2018
—ZT-N\Ft+=ZRA=+—H

DISCLOSURES (continued)

(@  (continued) (a)
Classification and measurement (continued)

2.2 CHANGES IN ACCOUNTING POLICIES AND 2.2 S:itHEREEZEE (&)

(&)

SR ETE ()

the column “HKAS 39 measurement — Amount” represents
the amount after adjustments for the adoption of HKFRS 15
but before the measurement of ECLs.

N

HKAS 39 Expected HKFRS 9
measurement Re- Credit measurement
Category Amount  classification loss Amount  Category
BRGHEUE0RHE BE FAUBEERIENGE
LEpl £8 EN0E  REBR | 5l
US$'000 US§'000 US$'000 US$'000
T TEL T i
I Y Y Y Y
Financial liabilities tREE
Trade payables REGES S AC? 5,384 = - 5,384 AC?
Loan from a former director AFESER AC 3,856 - - 385 AC
Financial lisbilities included in STABER  BER
accruals, provisions and AEAFENERARE
other payables AC? 6,591 - - 6,591 AC?
15831 - - 15,831
TAFS:  Available-for-sale financial assets AFS: At ESREE
2 &R: Loans and receivables 2 &R: B R FEWGKIE
3AC:  Financial assets or financial liabilities at amortised cost SAC:  IREBHKAGTENERMEENERHEE
“FVPL: Financial assets at fair value through profit or loss ‘FVPL: BATEM AR EMEE
Notes: B
0} Club membership and unlisted wealth management (i) RIFEEB S ERFE395E - AE994,000FE T2
products of US$994,000 were previously classified as CFEHENRIELETEMERENEDEAAHH
available-for-sale financial assets under HKAS 39. Under ESREE - REFSUBRELENEIR A
HKFRS 9, they have been reclassified and measured as ek EMEMEREENSETIZA
FVPL. Accordingly, the accumulated available-for-sale FEFABRFE - Bt RZ2—-NF—A—
financial asset revaluation reserve recognised as at 1 January HRRZBRAIHEESREESHREBITEE
2018 was also reclassified to accumulated losses. FHBEERGER -
(ii) The gross carrying amount of the trade receivables under (ii) [BBETERERNE -5 —WETHE

WE 5B RE A ER R AT B B E%E
AIZE 155K EH S B AR At BB E BB EATH
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(a)

(continued)
Impairment
The following table reconciles the aggregate
opening impairment allowances under HKAS 39 to
the expected credit loss allowances under HKFRS 9.

22 S BRERBEZES @)

(a

(&)
JR1E
TERAFBGEREIVHREA A
IREREBERERBMEREER

Notes to the Financial Statements
B ERER M

31 December 2018
- N\F+=ZA=+—H

FIFETHABEEERZHK -

)

Expected

Impairment credit loss

allowances allowances

under under

HKAS 39 at HKFRS 9 at

31 December Re- 1 January

2017  measurement 2018

R=ZB-N\F

RZE—+4F —A—H

+=—A=+—8 ERMBHRE

ARG ZERIZE R

FEI9HIEATH BT WA

DENIEECA S BEtE EEEBREE

US$'000 US$'000 US$'000

FET FET FER
| | | | |

Trade receivables FEUWE Z IR 552 = 552

BAIRKEEFRAF]

—T-\FFR
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2.2 CHANGES IN ACCOUNTING POLICIES AND 2.2 S:itHEREEZEE (&)
DISCLOSURES (continued)

N

(a)

(continued) @ (&)

Impact on reserves and accumulated losses FEREGTEERZFE

The impact of transition to HKFRS 9 on reserves and AT E I E®EEE B MRS ER
accumulated losses is as follows: FoORMERERZFBEEN 2

Z .

=

Available-
for-sale
financial asset
revaluation Accumulated
reserve losses
At E
SWMEE
B #E ZitE#R
US$'000 US$'000
FET FET
I Y Y
At 1 January 2018 RZZ—-N\¥$—H—H
under HKAS 39 BB IR ELERISE 395
B 109 (69,283)
Reclassify accumulated fair value  Z&HAF AWz B 7 4
gain from available-for-sale HETRHEESGRFR
financial asset revaluation BN BERGEE
reserve to accumulated losses (109) 109
Restated balance at 1 January R=ZZ—N\FE—H—H
2018 under HKFRS 9 BEMEHRELERIE 95
TH N2 8B 585 = (69,174)
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2.2 CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES (continued)

(b) HKFRS 15 and its amendments replace HKAS 11
Construction Contracts, HKAS 18 Revenue and related
interpretations and it applies, with limited exceptions,
to all revenue arising from contracts with customers.
HKFRS 15 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 Group adopted HKFRS 15 using the modified
retrospective method of adoption. Under this
method, the standard can be applied either to all
contracts at the date of initial application or only to
contracts that are not completed at this date. The
Group has elected to apply the standard to contracts
that are not completed as at 1 January 2018.

Set out below are the amounts by which each
financial statement line item was affected as at 1
January 2018 as a result of the adoption of HKFRS
15:

Liabilities =K

! [ [
- B R E A R RR (i)

EEtER

Accruals, provisions and other payables

Deferred revenue PRIE W 2
Contract liabilities AHEE
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BB S RS 1557 R HEERTE
REBSHENENREES Y &
BT ERIF 185 s K AFRF 2 FE -
mERAGIAERMPISMER) RE
FEHMMmAE YD - ERYBREE
AIFISRATL M AHER - ARG
BREEFHAKN WS - RIEFEY
BHEERIF 155 - WaIKERRE
BRAEEIATFBREEMHRS
MARERGEPERNKESRET

R BAMBMELERNE1SHAR
ARFTERERRGIRHERGEEN
JI5 o ARSI ABZEE MR E
ERBERT BRIBKR=EE B
RENEETNEN  GHNBEERARE
REASNSHEANESARTEH
B S b5t

ARERBEER] ZEPRPERMR
TRV REERE 155 o RIFW T
% RERIBER EARGER BB
BB A# - JFAl AR UL B R
RHEK - REBDEEZERAZER
RZZB-—NF—-A—BHEHATKNE
#] e

ATEIN-—F-N\F—HA—-BHERK
MEBERBPBREERF 155K M &M
BMERZBBERTE 22

Increase/
(decrease)
#m, CRD)
US$'000
FER

Note
Bt aE

(101)
(ii) (1,172)
1,273

/
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2.2 CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES (continued)

(b)  (continued)
Set out below are the amounts by which each
financial statement line item was affected as at 31
December 2018 as a result of the adoption of HKFRS
15. The adoption of HKFRS 15 has had no impact on
consolidated statement of profit or loss and other
comprehensive income or on the Group's operating,
investing and financing cash flows. The first column
shows the amounts recorded under HKFRS 15 and
the second column shows what the amounts would
have been had HKFRS 15 not been adopted:

22 SHBEERBEZES @)

b) (%)

ATHIR —_F—-—NF+_A=1+—
FRERMAE W BREERF155M
HOBMBRRZABMERTELZ
S - KRB EM B REEAF 1558
HiRABRBERNEMEEARERAE
BoEs REKBERERELE
FE - FE-WBERIREFEVHERSE
EHFEISHARN TR - ME R
N E W BRA T BN ERE LS
155 AR SRR ¢

Note
B =E

Liabilities aE

Amounts prepared under

REUTHEANESE
Previous Increase/
HKFRS 15 HKFRS (decrease)
ERB® b
HEER ERU®
E15%% WA B O
US$'000 US$'000 US$'000
FEx FER FER

Accruals, provisions and  JEFT & - B#EH &

other payables At T FRIE (i)
Deferred revenue IR FEW 2 (i)
Contract liabilities aHEaE

7,792 8,068 (276)
- 1,245 (1,245)
1,521 - 1,521

N
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(b)

(continued)

The nature of the adjustments as at 1 January 2018

and the reasons for the changes in the statement of

financial position as at 31 December 2018 are

described below:

(i)

(ii)

Consideration received from customers in
advance

Before the adoption of HKFRS 15, the Group
recognised consideration received from
customers in advance under accruals,
provisions and other payables. Under HKFRS
15, the amount is classified as contract
liabilities. Therefore, upon adoption of HKFRS
15, the Group reclassified US$101,000 from
accruals, provisions and other payables to
contract liabilities as at 1 January 2018 in
relation to the consideration received from
customers in advance as at 1 January 2018.

As at 31 December 2018, the adoption of
HKFRS 15 resulted in an increase in contract
liabilities by US$276,000 and a decrease in
accruals, provisions and other payables by
US$276,000.

Deferred revenue

Before the adoption of HKFRS 15, the Group
presented sales proceeds received from
customers in connection with the unconsumed
virtual currency or unconsumed durable virtual
items as deferred revenue in the consolidated
statement of financial position. Under HKFRS
15, the amount is classified as contract
liabilities. Therefore, upon adoption of HKFRS
15, the Group reclassified US$1,172,000 from
deferred revenue to contract liabilities as at 1
January 2018 in relation to the unconsumed
virtual currency or unconsumed durable virtual
items as at 1 January 2018.

As at 31 December 2018, the adoption of
HKFRS 15 resulted in an increase in contract
liabilities by US$1,245,000 and a decrease in
deferred revenue by US$1,245,000.

Notes to the Financial Statements
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22 EBERRBEEZ2E (®)

(b)

(48)
w=

T-N\F—A—BRABEEN

MRZZE—N\F+ZA=+—HHH
BRI RE DT

(i)

(ii)

BREFHE

REERB B W THRE LR 1557
Al ARERRABEEFRER
FERT &R - B M A B TR
H o REBEFBM B HRE LR E 15
B REEOBAANEE-
It RERAE BB REERE
155%1% - AEER T —N\F—
A—BBR=_E—N\F—H—H
B 78 U = P K (B 101,000 T
FEFT &M - B R EMENFUR

EMOBRERNEE -

RZZE—NE+=A=+—8"
BB ISHREERE 15578
A # B &L 276,000 T
METER « BEREMEMNR
> 276,000 T o

BEAEW 7
REME B U TS RS 1557
Al - ANEEA A E P WEEBR
{3 P S B 8 S R 6 R T 5 AR R
BEBAZHEMSRARGA Y
BRRR 25 RELE RS - RIEB
BFREMBHRELERFE 155 - %
BOBRREMNAE - Fit - KK
MBI TS R 155718
AEER -_T—/\F—H—H3
R-T—N\F—H—B&KRER
FEHRE’E NOR(E A AT AR 8
H1172000 X THELE R ES
MABERNARE-

N=—B—N\&FE+=A=+—-0"
RME B RS LR 1558
A 4B EIE 1,245,000 JT
REFE Wz > 1,245,000 F 7T ©

/
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Amendments to
HKFRS 3

Amendments to
HKFRS 9

Amendments to
HKFRS 10 and
HKAS 28 (2011)

HKFRS 16
HKFRS 17

Amendments to
HKAS 1 and HKAS 8

Amendments to
HKAS 19

Amendments to
HKAS 28

HK(IFRIC)-Int 23

Annual Improvements
2015-2017 Cycle

2 woN =

adoption

N

Notes to the Financial Statements

2.3 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.

Definition of a Business?

Prepayment Features with
Negative Compensation’
Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture*

Leases’
Insurance Contracts®

Definition of Material®

Plan Amendment, Curtailment
or Settlement!

Long-term Interests in Associates
and Joint Ventures'

Uncertainty over Income Tax
Treatments'

Amendments to HKFRS 3,
HKFRS 11, HKAS 12
and HKAS 23!

Effective for annual periods beginning on or after 1 January 2019
Effective for annual periods beginning on or after 1 January 2020
Effective for annual periods beginning on or after 1 January 2021
No mandatory effective date yet determined but available for

2 A

23 CEMEHMARERZEBMBRS

AEBEW RN ISR EHRRAEAUTER
B R R E R 5] RAEIER] BB R E

8 -

BATBRE LR
E3W2185]
BB RS £
EXLivA
BAM SRS
FI0RRBBGH
EBE 285k 2 153]
(ZF——%)
BB RS £
F16%

BAM SRS
F17%
BEASHENE 1R
BASHERESH

268
EERANE 9%
264

EAETERE 285
2B

B (ARG BRERE
ZE9)-REENH

—E-RFE_F—F
BHZERY#E

W -

AHNER

ABRBENEAEN T

REZHABZN A
RERAZM
HELFTAEE

#HE'

REEA

ERNER

AT R AE

RYERARA SR
RAE"
FEHEE TREY

FANHRELEAEIR -
EANHREEAE 1R
BAGHERE 2% R
BAGERE LR
ZEE]

R-Z—NF— A B ZRRBNFEHBER
R-Z-TF— A —H 2 RGN FE IR AR
KRB —F— A —HRZRFABRNFEHRER
58 1 A 2 H i) R FE - (B AT HEER AR
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG

KONG FINANCIAL REPORTING STANDARDS
(continued)

HKFRS 16 will be applicable for the Group's financial year
ending 31 December 2019. HKFRS 16 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
elective 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

Notes to the Financial Statements
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23 ERMEEHARERZERUBRE

A o)

ERMBREERNE 1R HBEBARNANEER
BE_Z-NAF+-_A=+—RHIFEIK
FE - BAMBRELEAE 16RO ETES
APERIFE7SR [HE] - B (BRMERE
REZEY) REBEIN [EELHELTE
AHE| AR (RHREZES) 2B
1557 [EEHE - & | MEB(BHREZR
B8)-RBE275% [ REELELA
RGHEAR] - ZEREINER T8 2
IR BEEENRA - WEFREEARKS
FHERREENAE - ZERBESE T
MARMBEMERNHERARE-KEEE
EMENEHMHEE - NEEMKBEH - AH
AREINEEMELRENRREE (A
MERE) MRERAERBBEENENS
BE(AEREEE)  RIFERRAEEE
NEBRBEAERFIORRENENES
KEEMEMBRIL 2 — WX - BB IR

B SABERREERRZRAR R
FEREARESERFE HERERRS

sh R BRAE S B &R 0 & E AR & R ki
A e AABAS HIEAEERBENF R

MxEEERREENTERS - ABAR
MARETEHZRERENFTELERE
Pl X HE M E L ANEE X F M KE
—IRE B REE Mo BURRAE N R E
F o ABRA-RBEFRTERERENNE
BRALSEEREEENRE - BEMBRE
ERF16FARBUSBEB ST ERIE 175
AEBEANEFRESR - HEABEEE
REFEGHERE17RBRDN S ERA
HAEMEEETORE YR Zo REERE
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2.3

N\

ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS

(continued)

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 will adopt
HKFRS 16 from 1 January 2019. The Group plans to adopt
the transitional provisions in HKFRS 16 to recognise the
cumulative effect of initial adoption as an adjustment to
the opening balance of retained earnings at 1 January
2019 and will not restate the comparatives. In addition,
the Group plans to apply the new requirements to
contracts that were previously identified as leases applying
HKAS 17 and measure the lease liability at the present
value of the remaining lease payments, discounted using
the Group's incremental borrowing rate at the date of
initial application. The right-of-use asset will be measured
at the amount of the lease liability, adjusted by the
amount of any prepaid or accrued lease payments relating
to the lease recognised in the statement of financial
position immediately before the date of initial application.
The Group plans to use the exemptions allowed by the
standard on lease contracts whose lease terms end within
12 months as of the date of initial application. The Group
is currently assessing the impact of HKFRS 16 upon
adoption and the amount of right-of-use assets and lease
liabilities to be recognised.

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

23 ERMEEHARERZERUBERS

28 ()

LEERE - BEMBHREEF165FER
EBARGBEALREEGFERIF 7
FARECESHE - AEAERERAS
T [BUH M SRAR S R BV T R B AR ©
AEEKE T NF-A-—BERRKEL
I MERRE 165 - REEABRATE
B 75 5 YR RIS 16 SR AV IBIR ME RS - IATERR
BRARMNRBEE  FRY_-T—NF—
A—BREBANNFEINEHN—BFE - B
B EEFILLERBUR - I - AEESE
HBRERAEESENF17RER S
ENBHNERFRE  AWIRHFTHEMNKR
BfEHEARUERARERERBHLXE
BREERENXRER) EAEEERKRA
ERESHENE  YREAZEXEXERA
HIRTR M SOk iR M B E AR TR 3
FEETHE MRS RETHAE - AREEN
HEREEERER B+ —EAARIES
HEANRARBERELFOMD - A5E
B AERAT BB REENE 1652
TENATHRANEAREELIMERAES
B

B EXFraTER - PTA BB M ERERZ
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EEBATE -

138

Daohe Global Group Limited
Annual Report 2018



2.4 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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REQREEFEZARANN —BHALER
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

N\

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.

24 TESHERBE®

EBEHREE
EBAHTIANBEARR - R ZKETIA
WiE R 2 A EE - ZAFER/RUER
REBBEZEE N TE  AEBAER
WRET 2REREAZAE  RAKEET
DAY B 48 2 8 7 22 W1 2 AR AR #2548
REBEXBEHT  AEEEZEESUQF
BB 2 BRI EEFE BT
Bl FHFER IR BIRE A AR
THEARNRNBRBRLADIEERE
BEFE 2 SFE RS - SFER R 2 PR B
ER D iR A FEFE - WEABEKARE
ERH A -

EAKEWE -HEGE > @RES QK
o RUEE B B2 OB IR MARRR IR IT - 7T
mRAZR s eMEERBE  MEHESR
DERER  ETRESREBETEA0F
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HEBEHANEEETT CREZBREA
RWBE 2 A FEEHE  dEENE
A s SRR B R TR o

AU RE T 1 T R 2 (R SRR EER KR
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HRGEHERRT AR -

140

Daohe Global Group Limited
Annual Report 2018



2.4 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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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

N\

POLICIES (continued)

Fair value measurement

The Group measures its available-for-sale financial asset
and financial asset at fair value through profit or loss 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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2.4 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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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 2.4 XEgHE#ME®w)

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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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Related parties
A party is considered to be related to the Group if:

(a)

the party is a person or a close member of that

person’s family and that person:

i)

(i)
(iii)

or

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:

i)

(ii)

(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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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

N\

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.
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2.4 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 sale 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 year 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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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

L

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 (applicable
from 1 January 2018)

Initial recognition and measurement

Financial assets are classified, at initial recognition, as
subsequently measured at amortised cost, fair value
through other comprehensive income, and fair value
through profit or loss.

The classification of financial assets at initial recognition
depends on the financial asset’s contractual cash flow
characteristics and the Group’s business model for
managing them. With the exception of trade receivables
that do not contain a significant financing component or
for which the Group has applied the practical expedient
of not adjusting the effect of a significant financing
component, the Group initially measures a financial asset
at its fair value, plus in the case of a financial asset not at
fair value through profit or loss, transaction costs. Trade
receivables that do not contain a significant financing
component or for which the Group has applied the
practical expedient are measured at the transaction price
determined under HKFRS 15 in accordance with the
policies set out for “Revenue recognition” below.

In order for a financial asset to be classified and measured
at amortised cost or fair value through other
comprehensive income, it needs to give rise to cash flows
that are solely payments of principal and interest (“SPPI")
on the principal amount outstanding.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments and other financial assets (applicable
from 1 January 2018) (continued)

Initial recognition and measurement (continued)

The Group's business model for managing financial assets
refers to how it manages its financial assets in order to
generate cash flows. The business model determines
whether cash flows will result from collecting contractual
cash flows, selling the financial assets, or both.

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.

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

Financial assets at amortised cost (debt instruments)
The Group measures financial assets at amortised cost if
both of the following conditions are met:

The financial asset is held within a business model
with the objective to hold financial assets in order to
collect contractual cash flows.
The contractual terms of the financial asset give rise
on specified dates to cash flows that are SPPI on the
principal amount outstanding.

Financial assets at amortised cost are subsequently
measured using the effective interest method and are
subject to impairment. Gains and losses are recognised in
the statement of profit or loss when the asset is
derecognised, modified or impaired.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

L

POLICIES (continued)

Investments and other financial assets (applicable
from 1 January 2018) (continued)

Subsequent measurement (continued)

Financial assets at fair value through other comprehensive
income (debt instruments)

The Group measures debt investments at fair value
through other comprehensive income if both of the
following conditions are met:

—  The financial asset is held within a business model
with the objective of both holding to collect
contractual cash flows and selling.

—  The contractual terms of the financial asset give rise
on specified dates to cash flows that are SPPI on the
principal amount outstanding.

For debt investments at fair value through other
comprehensive income, interest income, foreign exchange
revaluation and impairment losses or reversals are
recognised in the statement of profit or loss and
computed in the same manner as for financial assets
measured at amortised cost. The remaining fair value
changes are recognised in other comprehensive income.
Upon derecognition, the cumulative fair value change
recognised in other comprehensive income is recycled to
the statement of profit or loss.

Financial assets designated at fair value through other
comprehensive income (equity investments)

Upon initial recognition, the Group can elect to classify
irrevocably its equity investments as equity investments
designated at fair value through other comprehensive
income when they meet the definition of equity under HKAS
32 Financial Instruments: Presentation and are not held for
trading. The classification is determined on an instrument-
by-instrument basis.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments and other financial assets (applicable
from 1 January 2018) (continued)

Subsequent measurement (continued)

Financial assets designated at fair value through other
comprehensive income (equity investments) (continued)
Gains and losses on these financial assets are never
recycled to the statement of profit or loss. Dividends are
recognised as other income in the statement of profit or
loss when the right of payment has been established, it is
probable that the economic benefits associated with the
dividend will flow to the Group and the amount of the
dividend can be measured reliably, except when the
Group benefits from such proceeds as a recovery of part
of the cost of the financial asset, in which case such gains
are recorded in other comprehensive income. Equity
investments designated at fair value through other
comprehensive income are not subject to impairment

assessment.

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

N\

POLICIES (continued)

Investments and other financial assets (applicable
from 1 January 2018) (continued)

Subsequent measurement (continued)

Financial assets at fair value through profit or loss (continued)
Financial assets at fair value through profit or loss are
carried in the statement of financial position at fair value
with net changes in fair value recognised in the statement
of profit or loss.

This category includes derivative instruments and equity
investments which the Group had not irrevocably elected
to classify at fair value through other comprehensive
income. Dividends on equity investments classified as
financial assets at fair value through profit or loss are also
recognised as other income in the statement of profit or
loss when the right of payment has been established, it is
probable that the economic benefits associated with the
dividend will flow to the Group and the amount of the
dividend can be measured reliably.

A derivative embedded in a hybrid contract, with a
financial liability or non-financial host, is separated from
the host and accounted for as a separate derivative if the
economic characteristics and risks are not closely related
to the host; a separate instrument with the same terms as
the embedded derivative would meet the definition of a
derivative; and the hybrid contract is not measured at fair
value through profit or loss. Embedded derivatives are
measured at fair value with changes in fair value
recognised in the statement of profit or loss.
Reassessment only occurs if there is either a change in the
terms of the contract that significantly modifies the cash
flows that would otherwise be required or a reclassification
of a financial asset out of the fair value through profit or
loss category.

A derivative embedded within a hybrid contract containing
a financial asset host is not accounted for separately. The
financial asset host together with the embedded derivative
is required to be classified in its entirety as a financial asset
at fair value through profit or loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments and other financial assets (applicable
before 1 January 2018)

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:

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.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 2.4 XEgHE#ME®w)

POLICIES (continued)

Investments and other financial assets (applicable
before 1 January 2018) (continued)

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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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments and other financial assets (applicable
before 1 January 2018) (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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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

N\

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:

—  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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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Impairment of financial assets (applicable from 1
January 2018)

The Group recognises an allowance for ECLs for all debt
instruments not held at fair value through profit or loss.
ECLs are based on the difference between the contractual
cash flows due in accordance with the contract and all the
cash flows that the Group expects to receive, discounted
at an approximation of the original effective interest rate.
The expected cash flows will include cash flows from the
sale of collateral held or other credit enhancements that
are integral to the contractual terms.

General approach

ECLs are recognised in two stages. For credit exposures
for which there has not been a significant increase in
credit risk since initial recognition, ECLs are provided for
credit losses that result from default events that are
possible within the next 12 months (a 12-month expected
credit loss). For those credit exposures for which there has
been a significant increase in credit risk since initial
recognition, a loss allowance is required for credit losses
expected over the remaining life of the exposure,
irrespective of the timing of the default (a lifetime
expected credit loss).

At each reporting date, the Group assesses whether the
credit risk on a financial instrument has increased
significantly since initial recognition. When making the
assessment, the Group compares the risk of a default
occurring on the financial instrument as at the reporting
date with the risk of a default occurring on the financial
instrument as at the date of initial recognition and
considers reasonable and supportable information that is
available without undue cost or effort, including historical
and forward-looking information.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

L

POLICIES (continued)

Impairment of financial assets (applicable from 1
January 2018) (continued)

General approach (continued)

For debt investments at fair value through other
comprehensive income, the Group applies the low credit
risk simplification. At each reporting date, the Group
evaluates whether the debt investments are considered to
have low credit risk using all reasonable and supportable
information that is available without undue cost or effort.
In making that evaluation, the Group reassesses the
external credit ratings of the debt investments. In addition,
the Group considers that there has been a significant
increase in credit risk when contractual payments are
more than 30 days past due.

The Group considers a financial asset in default when
contractual payments are 90 days past due. However, in
certain cases, the Group may also consider a financial
asset to be in default when internal or external information
indicates that the Group is unlikely to receive the
outstanding contractual amounts in full before taking into
account any credit enhancements held by the Group. A
financial asset is written off when there is no reasonable
expectation of recovering the contractual cash flows.

Debt investments at fair value through other
comprehensive income and financial assets at amortised
cost are subject to impairment under the general
approach and they are classified within the following
stages for measurement of ECLs except for trade
receivables which apply the simplified approach as
detailed below.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Impairment of financial assets (applicable from 1
January 2018) (continued)

General approach (continued)

Stage 1 Financial instruments for which credit risk

has not increased significantly since initial
recognition and for which the loss
allowance is measured at an amount
equal to 12-month ECLs
Stage 2 Financial instruments for which credit risk
has increased significantly since initial
recognition but that are not credit-
impaired financial assets and for which
the loss allowance is measured at an
amount equal to lifetime ECLs
Stage 3 Financial assets that are credit-impaired
at the reporting date (but that are not
purchased or originated credit-impaired)
and for which the loss allowance is
measured at an amount equal to lifetime

ECLs

Simplified approach

For trade receivables that do not contain a significant
financing component or when the Group applies the
practical expedient of not adjusting the effect of a
significant financing component, the Group applies the
simplified approach in calculating ECLs. Under the
simplified approach, the Group does not track changes in
credit risk, but instead recognises a loss allowance based
on lifetime ECLs at each reporting date. The Group has
established a provision matrix that is based on its historical
credit loss experience, adjusted for forward-looking
factors specific to the debtors and the economic
environment.

Notes to the Financial Statements
Sl R B 5

i)
31 December 2018
—E2-N\F+=ZRA=+—H

24 FESHHRBE®

TRMEEREBE=E—/N\F—A—H
B A) ()

TREENEERRBEEX
FERAR I EABEIR N - B
BERBRFR12EAE
HEEBRNEELE
fEER2 -  EERERABRERIARE
ER (M S EERE R
EREE) HEBRBER
ZRzPRBEEERENE
HRTE
PEEL3 REEBHREERENS
MEE(MELIFBE SRR
MEERESRMEE) B
EERERERZHEHE
EEENE R E

BT %
WEBEARERDSAAKEEARITHEERE
TEAARHEBANRE XD KR EFH AR
KRB ZERME - AKBERABILITAR
HRMEEER - RE[CITDE - AEEY
EEPEERRED MERESHREAN
MEMEREEBREIAEERRRE - ~A58H
ERUREBEEABEEEBHRERTEZERE
FEfE - IR ERS A KR TE AT IE 1 R AR
RGFHAE -

/

BIRFEEBRAF

e syt 159



Notes to the Financial Statements
Sl R B 5

31 December 2018
—T—NF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Impairment of financial assets (applicable before
1 January 2018)

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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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Impairment of financial assets (applicable before
1 January 2018) (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 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.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

N

POLICIES (continued)

Impairment of financial assets (applicable before
1 January 2018) (continued)

Available-for-sale financial investments (continued)
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.

“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, payables, 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, and payables,
net of directly attributable transaction costs.

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

Subsequent measurement
The subsequent measurement of financial liabilities
depends on their classification as follows:
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Financial liabilities (continued)

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.

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.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 2.4 XEgHE#ME®w)

POLICIES (continued)

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.

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.
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2.4 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:

- 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

- 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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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 2.4 XEgHE#ME®w)
POLICIES (continued)

Income tax (continued) 8% (&)

Deferred tax assets are recognised for all deductible B IBEE IS AT BT THURE RFERE -
temporary differences, the carryforward of unused tax ABRAFIER S RERAREARIEEE &
credits and any unused tax losses. Deferred tax assets are MR BB ERE R A A A A0
recognised to the extent that it is probable that taxable RERFER AR BERE 2 EE LK)
profit will be available against which the deductible AHIEEBEAESEHEAR  BRELEHIEER
temporary differences, the carryforward of unused tax B MELAT BRI

credits and unused tax losses can be utilised, except:

- when the deferred tax asset relating to the - HAREEBEHRIFTHERZIEE
deductible temporary differences arises from the SBERRSZET T ES RNk
initial recognition of an asset or liability in a JE R m ) Sk B 18 ) FTE A2 2 A T HIRR
transaction that is not a business combination and, TR EREERIBEEE &

at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

—  in respect of deductible temporary differences - BERBARR—REERFZKE
associated with investments in subsidiaries and a BAEAZA THREREZRE  ERNER
joint venture, deferred tax assets are only =R En] &5 RE LD MiEE ESF
recognised to the extent that it is probable that the FomftEREHE  UBRERERE
temporary differences will reverse in the foreseeable BRT  THERELCEHIBEE °

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 FEERIBEE 2 BREE DR S FREBRRETT
the end of each reporting period and reduced to the EH o W ABEIR  EE= T AR T
extent that it is no longer probable that sufficient taxable FERTUR A AB A 2 B D IEETRIAE E
profit will be available to allow all or part of the deferred BlE - RERZIELERIAE ETIED A ae
tax asset to be utilised. Unrecognised deferred tax assets 15 T2 20 FE AR B vis ) DA U 131 2 50 58 2B 9 I ST Fi
are reassessed at the end of each reporting period and BEEZIEN TRAKREHARBEITGIF LA
are recognised to the extent that it has become probable FER o

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 BEHREEERBERBERARERREE
rates that are expected to apply to the period when the MHEAREMZ R (REE)  REIRE
asset is realised or the liability is settled, based on tax ESEAGEZHMEEMER 2 HE TG
rates (and tax laws) that have been enacted or = o

substantively enacted by the end of the reporting period.
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2.4 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 (applicable from 1 January
2018)

Revenue from contracts with customers

Revenue from contracts with customers is recognised
when control of goods or services is transferred to the
customers at an amount that reflects the consideration to
which the Group expects to be entitled in exchange for
those goods or services.

When the consideration in a contract includes a variable
amount, the amount of consideration is estimated to
which the Group will be entitled in exchange for
transferring the goods or services to the customer. The
variable consideration is estimated at contract inception
and constrained until it is highly probable that a significant
revenue reversal in the amount of cumulative revenue
recognised will not occur when the associated uncertainty
with the variable consideration is subsequently resolved.

Notes to the Financial Statements

A5 R R BT o

31 December 2018
—E—-N\E+=-_A=+—H

24 FESHHRBE®

FRi&®L (@)
[EEARKEB A EIEMITHEN AT A5 AN HAT IR
BEENPHBABERE BAELCHEEE
ERFERIA B (B R — A R R — R
HE RN E AR KRR ARG XREEN IR
BENEEFRRAENFER  BIDFEE
EERINNNRAENEEXARREREE
LEEABEZ TRERREBBL BN
1HEE - AEE R AEERECHARER T
HH -

ARG

i Al & IR LR E K E SR AT R A M
iRt - Bl AT ERERRAT MR o iz mRs
H—IAFIAB AR - AR AIEmMEZK
A HEEA Rt iR R -

WEmRF(BE=E-—N\F—A—BLE
)

HEFH AW e

HEFHA OIS E R R IEHI#ES
REZPE TUER  ReBERRAKER
g R E R m RS M A RS 2 E

EAOTHRERSNEZSEN  KENE
BRAKEREPURMZEFE MR M
BRESHRER - IERERAORS
Rt X BAR - B En SR EHBN
THEE AR R - PR R
BB G AT REEAMEELB AL -

/

EAIRHKERGRAR] 167

—E-)\FFER



L

Notes to the Financial Statements
Sl R B 5

31 December 2018
—T—NF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Revenue recognition (applicable from 1 January

2018) (continued)

Revenue from contracts with customers (continued)

For a contract where the period between the payment by
the customer and the transfer of the promised goods or
services is one year or less, the transaction price is not
adjusted for the effects of a significant financing
component, using the practical expedient in HKFRS 15.

(a)  Sales of merchandise

Revenue from the sale of merchandise is recognised
at the point in time when control of the asset is
transferred to the customer, generally on delivery of

the goods.

(b) Commission income

Commission income is recognised at the point in
time when the control of the underlying goods

procured by the Group are transferred.

(c) Internet value-added services (“IVAS”) revenue

Revenue from IVAS is generated from the Group's
online social platforms. 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 a 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.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Revenue recognition (applicable from 1 January
2018) (continued)

Revenue from contracts with customers (continued)

(c)

Internet value-added services (“IVAS”) revenue
(continued)

The Group creates and offers consumable and
durable virtual items to be used by users on the
Group's online social platforms 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.

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.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

N

POLICIES (continued)

Revenue recognition (applicable from 1 January

2018) (continued)

Revenue from contracts with customers (continued)

(d)  Adbvertising and other services income
Income from rendering of services and advertising
income are recognised at the point in time when the
services are rendered.

Other income

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.

Reimbursement income from customers, handling fee
income, inspection and laboratory test income are
recognised when the services are rendered.

Revenue recognition (applicable before 1 January
2018)

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:

(a) 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.

() 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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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Revenue recognition (applicable before 1 January
2018) (continued)

(d)

IVAS revenue

The Group generates revenue from IVAS. Revenue
from IVAS is generated from the Group’s online
social platforms. 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 a 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 platforms 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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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Revenue recognition (applicable before 1 January

2018) (continued)
(d) 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.

Contract liabilities (applicable from 1 January

2018)

A contract liability is the obligation to transfer goods or
services to a customer for which the Group has received a
consideration (or an amount of consideration that is due)
from the customer. If a customer pays the consideration
before the Group transfers goods or services to the
customer, a contract liability is recognised when the
payment is made or the payment is due (whichever is
earlier). Contract liabilities are recognised as revenue

when the Group performs under the contract.

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”).
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Share-based payments (continued)

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.

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.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

N\

POLICIES (continued)

Share-based payments (continued)

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.

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.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FEgHE#MEw)
POLICIES (continued)

Other employee benefits Hitifg 5EF

() Pension schemes () BURkEErE
Defined contribution pension scheme ERHEFR 2 E
The Group operates a defined contribution REBBEASEAE ST EEAE
Mandatory Provident Fund retirement benefit scheme 17 7€ BB 3008 &l 1 A & R R AE FET
(the “MPF Scheme") under the Mandatory Provident Z([BmBEEE ) HRAELEEKRZ
Fund Schemes Ordinance, for those employees who HoniEestElvES - HEIZES
are eligible to participate in the MPF Scheme. ZEAFSCEDHIE  WikwES
Contributions are made based on a percentage of STE| 7 RAAFENI i8S RT K -
the employees’ basic salaries and are charged to the BIESFECEERAEBEEDH
statement of profit or loss as they become payable in BEE SHBVEEZESEIE K
accordance with the rules of the MPF Scheme. The SEpREEERTEZEEHI
assets of the MPF Scheme are held separately from PR 2 EREERE °

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 N5 B R A B Rt R E A ANBE SR AR
operate in Mainland China and other overseas BIHNBARIZEEAZ2ME TR
countries are required to participate in the pension FBEZ BRIKEETE o HARTIIRE S
scheme operated by the local municipal HAE MBS ZZRMmESR  ZHERTY
government. Contributions are made based on the BRI A RRIKE 5T 2 48 Bl PR R~ s
requirements of the respective local municipal BiEmKRPHIBR ©

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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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Other employee benefits (continued)

L

(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 the defined benefit
pension plan, 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:

- the date of the plan amendment or curtailment;
and

- the date that the Group recognises restructuring-
related costs.

2.4 TERETBERBR @)

Hitfg 5@ F (&)
(i) Eﬁrfﬂf%‘/\@ )
EENEMR A E

AEEET-HERENEARSEE -
ZAt BIBERAKBERABRS B

2 REMBEEZESERHNK -
IR % 5 E B AR AT &R AR 2 5K
AT BN EEREREBERE

EHEdmiERREtamEEZEH
AR RERBRERENER - EEL
Rz E(TRETATHEENaEF
B EFHENGIE) AMTEEEY
B (TREFACERNAEBEFEZ
FIBFEOMFIE) - BIEFR AR A B ISR
MEPHER TEBHEEHMZE
fth 2 A MR B % F W AEFE SR A
FRAER -  EFMTEREEREE
TEEHMHEREZ -

L CHES 2 A=k

- AEEBRAEHEMEBEKANZA
Hf o
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Other employee benefits (continued)

(1)

(ii)

(iii)

Pension schemes (continued)

Defined benefit pension scheme (continued)

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 “General and
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

- net interest expense or income.

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.

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.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

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.

Foreign currencies

These financial statements are presented in US$, 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.

24 TESHERBE®

RE
RE SR REBRRA S L /ER R R
BIE - EEARIBRE R MBS REMEARKE

HRARE Z A ERR KA R A RA R AT
AMURTEZTRTHRE 2SN - B H
RBRKTUEZEMEIR - Bt - FHEE
REZERETRERERRAE -

ShEE

R BIRERTIART (AR R B 2T EH)
2 AEEAEEBATEERLINE
% SASERMBRER ZIARB TIAZIEE
B E - ARBE TERACSRZIINER
SRR 5E B ERERDEERERETERA
B - MOINEDIRR c EMEE R AERREN
REAZNEEREXRE - fHIBREE
KERELZERNBaRER -

N
% g

HRENBEERHAEL 2 ZRNBRERE
R MEEE SRR ELENEINEFREH
R—Eo 2 EREBRI  AEEHEER
Hp2mPWARR  BEEHEAEFRER
I ERRFEEEN I RERAR - %F
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Foreign currencies (continued)

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).

The functional currencies of certain overseas subsidiaries
and a joint venture are currencies other than the US$. As
at the end of the reporting period, the assets and
liabilities of these entities are translated into US$ at the
exchange rates prevailing at the end of the reporting
period and their statements of profit or loss are translated
into US$ 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 US$ 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 US$ 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 platforms business
is carried out through a domestic company, established
under the laws of the People’s Republic of China (the
"PRC"), namely Loovee Science and Technology
Development Co. Ltd.* (ORI T Z4 M B F 22 F R A 7))
("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 40 and other measures.
Accordingly, the Group has consolidated the financial
information of Loovee Development and its subsidiaries in
the consolidated financial statements during the year.

*  For identification purpose only

3.

TERE AR A

REAEENEHRRFR2EIREEH HE -
fEt RIRER - WLFHE - fEt RBEREFE
Was X BERRBZEHRSBLME
BEEHEARIKARABZHE - ZFHRER
Et 2 THEERRA B ARAH IR E
BEFABZREAEELERAE -

-

RERAREEERRZBED - RP R
st HERSN - BIEEEEH U TEMBE®RE
EERTEBREATE 2 A

RENZHHRE Z 1 AIERHE R AIA KR

AEBEBZBRINTEERIFRERAA
(TeemERS ) RIEPEARKMBI(THE )
AR BARE)ETRERE EHRF
BEK - AHRAZEFANTELEEBEA
BRI 2 B R IR M LA -

AR BIREEME A B AT AR - AR RIE
SHEAKERTNAEMEREREITHE
B DERAREEENKERERERE
N REFELELERERBMEAZ
W RN ARBEETEMYLEEFRE 2 ES
FEZFEE NAER ARAESER
B BRI EAMFLRE N LR EME
e ANEBN LM H A ESE - Bt -
AEBBAFELEERBLEMB AT ZH
BERRNERAMBHRREAE -

* EHRES

Daohe Global Group Limited
Annual Report 2018



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 and other intangible assets
The Group determines whether goodwill and other
intangible assets are 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 and other
intangible assets are 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 amounts of
goodwill and other intangible assets at 31 December 2018
were Nil (31 December 2017: US$68,531,000) and
US$18,476,000 (31 December 2017: US$54,565,000)
respectively. More details are given in Notes 13 and 14 to
the financial statements.

Provision for ECLs on trade receivables

The Group uses a provision matrix to calculate ECLs for
trade receivables. The provision rates are based on days
past due for groupings of various customer segments that
have similar loss patterns.

The provision matrix is initially based on the Group's
historical observed default rates. The Group will calibrate
the matrix to adjust the historical credit loss experience
with forward-looking information. At each reporting date,
the historical observed default rates are updated and
changes in the forward-looking estimates are analysed.
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

Estimation uncertainty (continued)

Provision for ECLs on trade receivables (continued)

The assessment of the correlation among historical
observed default rates, forecast economic conditions and
ECLs is a significant estimate. The amount of ECLs is
sensitive to changes in circumstances and forecast
economic conditions. The Group's historical credit loss
experience and forecast of economic conditions may also
not be representative of customer’s actual default in the
future. The information about the ECLs on the Group's
trade receivables is disclosed in note 19 to the financial
statements.

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. The Group also received tax queries from the
Inland Revenue Department in Hong Kong (the “IRD").
The related uncertain tax provision is further explained in
Note 9. 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 asset and liabilities as at 31 December 2018 was
US$4,000 (31 December 2017: US$12,000) and
US$4,632,000 (31 December 2017: US$13,659,000)
respectively. The carrying amount of tax payable as at 31
December 2018 was US$2,446,000 (31 December 2017:
US$2,487,000).
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (continued)

Estimation uncertainty (continued)

Income tax and deferred tax (continued)

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.

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

Management monitors the results of the Group's
operating segments separately for the purpose of making
decisions about resource allocation and performance
assessment. Segment performance is evaluated based on
reportable segment loss, which is a measure of adjusted
loss before tax. The adjusted loss before tax is measured
consistently with the Group's loss before tax except that
interest income, gain on disposal of subsidiaries, gain on
dissolution of a subsidiary, share of loss of a joint venture
as well as corporate and other unallocated expenses are
excluded from such measurement.
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4. OPERATING SEGMENT INFORMATION 4. REFFER @)

(continued)

NEDRE 2 S E REB IR IA S B TERE
SHEITIE 2 EBIERS o

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.

Trading and Operation
supply chain of online Money
management social lending
services platforms business Total
Ba R e ge@t
BEERY HRFER EXEK CE
UsS$'000 US$'000 US$'000 US$'000
FERT FER TER TER
Y I S R
Year ended B2-2-N\%
31 December 2018 TZRA=+-HLEE
Segment revenue: 2EUkES
Revenue from RESMAEP
external customers pd'C:y 63,968 43,545 - 107,513
Segment results PEEE (10,814) (79,702) 7 (90,523)
Bank interest income RITASHA 30
Gain on disposal of subsidiaries HEMBAR 2 M 7
Gain on dissolution of FH—RKB AR
a subsidiary 2 8
Share of loss of a joint venture EE—REERAEE M
Corporate and other ERREMARDE
unallocated expenses X (2,231)
Loss before tax B RIER (92,710)
Income tax credit FiEHER 8,536
Loss for the year EEER (84,174)
Other segment information: HtnpEER
Impairment losses on goodwill HEREERE 12,733 53,763 - 66,496
Impairment losses on Hit BB E
other intangible assets EEE - 21,747 - 21,747
Amortisation of other intangible assets E & A #iH - 13,266 - 13,266
Depreciation nE 150 193 - 343
Capital expenditures BT 68 414 - 482
Impairment of trade receivables B E 58 FORE 54 - - 54
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4. OPERATING SEGMENT INFORMATION 4, REFEER (®)

(continued)

1 N Y Y
Trading and Operation

supply chain of online Money
management social lending
services platforms business Total
B5 Rt gelE
REERY HRTA BERES CE
US$'000 US$'000 US$'000 Us$'000
TEX TER TET TET
I Y Y R
Eight months ended BE-2—+F
31 December 2017 +ZA=+—HLENEAR
Segment revenue: 2EWE
Revenue from REMREFZ
external customers Wzs 63,682 14,750 95 78,527
Segment results PEEE (9,927 (65,981) 32 (75,876)
Bank interest income RITFSHA 9
Share of loss of a joint venture Eh—RAEERAIZER (1)
Corporate and other CERAMRDE
unallocated expenses 5 (2,012
Loss before tax B RIER (77,880)
Income tax credit FiEHER 1,690
Loss for the period iR (76,190)
Other segment information: HthpEER
Impairment losses on goodwill HEREERE 13,600 59,458 40 73,098
Amortisation of other intangible assets  ELt 8/ & FE & i1 = 7,641 = 7,641
Depreciation nE 111 98 - 209
Capital expenditures BARX 152 267 = 419
Impairment of trade receivables FEE ZERFURE 171 = = 171
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4. OPERATING SEGMENT INFORMATION 4. REIFER )
(continued)
Geographical information b 15§ & %
(a) Revenue from external customers (a) KEINRELZ 7%
| | | |
Eight months
Year ended ended
31 December 31 December
2018 2017
BE BHE
—E-N\F —T—+F
+=A=+-H +=ZA=+—H©
i: 355 LENAARA
US$'000 US$'000
FEx FET
| | | |
PRC H 47,008 17,350
Australia BN 18,546 25,296
North America JEEM 18,113 19,183
Africa FEM 14,514 10,383
Europe B 7,592 5,109
Others Hitb 1,740 1,206
107,513 78,527
The revenue information above is based on the Pt 2B R TR ER P FE 2] o

location of the customers.

(b) Non-current assets (b) FERBEE
. /- f{f | |
2018 2017
—E-N\E —T—+tF
Us$'000 US$'000
FEx FET
I . T
PRC s 18,888 110,499
Hong Kong BB 614 13,467
Others =) 47 83
19,549 124,049
The non-current assets information above is based FaIERBSEEER NIREEEME
on the location of assets and excludes an available- HWEH  WARE-—HAE|LES
for-sale financial asset, a financial asset at fair value BE  —BEREAFEFABRZERE
through profit or loss and a deferred tax asset. BENRBEERBAEE °

N
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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:

A5 R R BT o

31 December 2018
—2—N\Ft=A=t-A
RETHER W)

FRETEEFZEHR
KEXTBEF (BERFEPHAKE KR
10% kA b)) 2 W am k51 m T

Operating segment

Eight months

Year ended ended
31 December 31 December
2018 2017
REDRR S Bz
—E-N\F —E—+F
t=R=+—-H +=ZA=+—H
LFE ENEA
US$’000 US$'000
Txn TE1n
| ! | |
Customer A Trading and supply chain management services 17,598 24,298
BEPA B 5 M E eI RS
Customer B Trading and supply chain management services 14,514 13,696
ZFB B 5 R e e 1R RS
Customer C Trading and supply chain management service N/A* 10,383
BFEC B 5 Lt E R R
32,112 48,377
* Smaller than 10% * Dr10%

/

BN EEERAR
ity 15/



Notes to the Financial Statements
B ERER M E

31 December 2018
—ZT-N\Ft+=ZRA=+—H

5. REVENUE AND OTHER INCOME 5. W@k EAMEA
An analysis of the revenue is as follows: W2 AT

Eight months
Year ended ended
31 December 31 December
2018 2017
S HE
—E-N\§ —E—+F
t+=A=t-B +ZA=+—H
LHEE IENAA
US$'000 US$'000
FEn TE=x

I . Y
Revenue from contracts with customers HEPHE MR 107,513 =
Sales of merchandise P E - 55,206
Commission income BEBA - 8,474
IVAS revenue B B8 E AR U e - 10,395
Advertising and other services income B R E MR KA - 4,357
Interest income from money lending business B 2 FI B U A - 95
107,513 78,527

N
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REVENUE AND OTHER INCOME (continued)
Revenue from contracts with customers
Disaggregated revenue information

(i)

A5 R R BT o

31 December 2018
—E2-N\F+=ZRA=+—H

sk E MA@
HEFHNEHNE
() WD ER

Trading and Operation

supply chain of online

management social
services platforms Total

g5 RHE RERE
WEBR® HXFa &t
Us$'000 US$'000 US$'000
FER FERT FXR

Year ended 31 December 2018 #HE=-Z—N\F
+-A=1+—-HLEEFE

Type of goods or services EmsRBER
Sales of merchandise HEmiEeE 51,884 - 51,884
Commission income TEEALON 12,084 - 12,084
IVAS revenue B A E RS - 32,801 32,801
Advertising and other B R EA

services income BRI U A - 10,744 10,744
Total revenue from contracts HEFRNE Ak

with customers kA 63,968 43,545 107,513
Geographical markets & 3%
PRC s 3,463 43,545 47,008
Australia BN 18,546 - 18,546
North America JEEM 18,113 - 18,113
Africa FEM 14,514 - 14,514
Europe B 7,592 - 7,592
Others EHAh 1,740 - 1,740
Total revenue from contracts HEFHA LK

with customers 1azs 63,968 43,545 107,513
Timing of revenue recognition U 2 B/
Goods/services transferred RE R ZhER

at a point in time &/ R 63,968 43,545 107,513

J
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B ERER M E

31 December 2018
—T—-N\F+=ZA=+—H

5. REVENUE AND OTHER INCOME (continued) 5. BmRHEMBA @
Revenue from contracts with customers (continued) BEEFHNEHANE ®)
(i)  Disaggregated revenue information (continued) () Wz oHFEFE)
The following table shows the amounts of revenue TRETNBERVNESEEGHNEE
recognised in the current reporting period that were R AR RS HA A R R R s S FR
included in the contract liabilities at the beginning
of the reporting period:
| | |
Year ended
31 December
2018
Bz
—B-N\F
+T=ZA=+-H
HFEE
Us$'000
FEn
| | |
Sales of merchandise EmieeE 101
IVAS revenue BRI ERT Kk 1.172
1,273
(i) Performance obligations (i)  JEAIET
Information about the Group’s performance AEERBATENERBIMIT
obligations is summarised below:
Sales of merchandise BmiHE
The performance obligation is satisfied upon BHABEERNEmFEET - MEUA
delivery of the goods and payment is generally due ERRMZALFT0E RN - 1
within 30 to 90 days from delivery, except for new MEP —MREWERANKIE -
customers, where payment in advance is normally
required.
Commission income HEWA
The performance obligation is satisfied upon BREEEXNASEEREZHBE
delivery of the underlying goods procured by the miEET MBS EERER L
Group and payment is generally due within 30 to 60 30 £ 60 RAFE] o
days from the invoice date.
-
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31 December 2018
—E-\FT=A=t—H

5. REVENUE AND OTHER INCOME (continued) 5. KWaEKEMEA @

Revenue from contracts with customers (continued) HEFHNEHARE @)

(i) Performance obligations (continued) (i)  JEAIE(F (&)
IVAS revenue OB A8 (B AR S W 2
The performance obligation is satisfied when BAREEEASRANBHE 2 LHH
persuasive evidence of an arrangement exists, B BRURY  EEBCEEHAE
service has been rendered, the price is fixed or E ' AR SIEBERWERFIERETT ©
determinable and collection is reasonably assured. Waig TRE BRI EXNBBEES
Revenue is deferred until these criteria are met. I AR ERS S & R
Details of IVAS revenue and its recognition are set REFHE R EE2.4

out in Note 2.4.

Advertising and other service income & R E A AR A
The performance obligation is satisfied when the BHOEEERURBERET - MB
services are rendered and payment is generally due FEEEBHARLF 0 RATIE -

within 30 days from the invoice date.

An analysis of the Group's other income is as follows: AEEZHEMURAZSITT ¢

| ! | |
Eight months

Year ended ended
31 December 31 December
2018 2017
K BE
—E-N\F —T—tF
t=R=+—-H +=ZA=+—H
LFE IENEA
US$'000 US$'000
TER T
I . D
Other income HAA
Bank interest income HRITH BBA 30 9
Reimbursement income from customers ~ REZF Z ER KA 1 1
Handling fee income FEBRA 105 81
Inspection and laboratory test income BREEREAHBKA 61 72
Fair value gain on financial assets at BATENABRZSRHEE
fair value through profit or loss AT EWE 41 -
Others Hitb 608 380
846 543
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31 December 2018
—ZT-N\Ft+=ZRA=+—H

AEEZBHAEBETENS,GEA) AT
&I :

6. LOSS BEFORE TAX 6.

The Group's loss before tax is arrived at after charging/
(crediting):

Eight months

Year ended ended
31 December 31 December
2018 2017
Bz BE
—E-N\F —T—tF
+=RA=+—-B +ZA=+H
tFE ENEA
Note US$'000 US$'000
BiEE TER =T
1 I Y I R
Cost of inventories sold* BEFEZHA 45,475 48,416
Cost of services provided* B AR < A 34,324 11,866
Depreciation e 12 343 209
Amortisation of other intangible assets* .l I & 2= 4 * 14 13,266 7,641
Research and development costs*: B A
Current year expenditure REERL 1,183 1,149
Minimum lease payments under KERET
operating leases: RIRHS M
Furniture and equipment R INE 75 372
Office premises and staff quarters WAEEMRETIRES 1,919 1,595
1,994 1,967
Auditor's remuneration ZERI & 317 457
Employee benefit expense EERMAX
(including directors’ remuneration (BEEZFHMH
- Note 7): - fitx7)
Salaries, bonuses and allowances 5o AR 13,366 9,501
Staff welfare and benefits 8T kgt 1,541 1,024
Pension scheme contributions” BREFTEIHZR
— defined contribution scheme — R GTE 427 229
- defined benefit plans - EFER A2 25(a) 10 12
15,344 10,766
Equity-settled share option expense PARRRE S 1+ 2 BB R i 2 R 27 117 94
Foreign exchange differences, net BE N, = RS RR (55) (173)
Impairment losses on goodwill BEREER 13 66,496 73,098
Impairment losses on other Hi B EERE
intangible assets EitE 14 21,747 -
Impairment of trade receivables EUWE 5 ERFORE 19 54 171
Write-down of inventories FEMR 62 78
Fair value gain on financial assets at BATEGARRZ
fair value through profit or loss ERMEEC AT ERS 15(a) (41) -
Gain on disposal of property, HEWE - HER
plant and equipment i W (19) (22)
Gain on disposal of subsidiaries BB A R 2 Mg 29 @ =
Gain on dissolution of a subsidiary A — R B ARz Y 30 (8) -
* Included in cost of sales in the consolidated statement of profit or FALGEBERERZEERANA -
loss.
A At 31 December 2018, the Group had no material forfeited RIZE—NF+-_A=+—H ' AEFTESEK

contributions available to reduce its contributions to the pension

schemes in future years (2017: Nil).

EOR MR IR & 58I R AT K SRR R (= F

—tFE)
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DIRECTORS' REMUNERATION 7.
Directors’ remuneration for the year/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:

A5 R R BT o

31 December 2018
—B-N\Ft=A=t-H

ESHM
REREHRIRE ETRA S BERAEE
F383(1)(a) * (b) * @ RMEAR DA (HE
EFMHEERRAF2HATREZES
HEmT

Eight months

Year ended ended
31 December 31 December
2018 2017
BZE =
—E-N\E —E—+F
+=ZB=+-H +-A=+H
LEE IENEA
US$'000 US$'000
FEx FET
I . Y
Fees e 262 176
Other emoluments: Hib#i4 :
Salaries, allowances and benefits in kind ¥4 -~ 2B R EWHIE= 1,368 910
Pension scheme contributions RIKEFEIMER 67 49
1,435 959
Total f@Et 1,697 1,135

)
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31 December 2018
—T—-N\F+=ZA=+—H

7. DIRECTORS’ REMUNERATION (continued) 7. EEFHM@w
The emoluments of each director are set out below: BEZEZ NS0T :
I I D Y Y Y
Salaries,
allowances  Performance Pension
and benefits related scheme Total
Fees in kind bonuses contributions remuneration
e 2R REHH Bifke
ne ENFE il BE [ b
Year ended BE-E-N\F US$'000 Us$'000 US$'000 US$'000 US$'000
31 December 2018 TZAZT-BLFE TR FEn TR i TR
I . D Y Y I
Executive Directors: HTEE:
YU Lei (i) () - 200 - 2 202
WONG Hing Lin, Dennis HEF - 615 280 62 957
HO Chi Kin (i) T (i) - 154 13 2 169
TSANG Chun Ho Anthony B
(also known as Zichen) (iii) (FRBAFR) (i) - 106 - 1 107
Non-executive Director: FHTES:
ZHOU Xijian B# 154 - - - 154

Independent non-executive ~ BYFHTEE !

Directors:

WANG Arthur Minshiang e 46 - - - 46
LAU Shu Yan 2IRA 31 - - - 31
ZHANG Huijun REE 31 - - - 31

262 1,075 293 67 1,697

N
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DIRECTORS’ REMUNERATION (continued)

Notes to the Financial Statements
Sl R B 5

31 December 2018
—E2-N\F+=ZRA=+—H

Fees

ik

Eight months ended HE-T—tF US$'0(p
31 December 2017 +-A=+—-HINEA TEn

7. EEHFME
Salaries,
allowances  Performance Pension
and benefits related scheme Total
in kind bonuses  contributions  remuneration
e EHR REHN Rike
EWFz= e FTEIEE B
US$'000 US$000 US$'000 US$'000
TEx TEx TEn TET

Executive Directors: HTES:
ZHANG Qi K - 125 - 10 135
WONG Hing Lin, Dennis BEF - 386 320 39 745
ZHANG Jifeng () R (i) - 57 - - 57
TSANG Chun Ho Anthony iR
(also known as Zichen) (iii) (AR (i) = 2 = = 22
Non-executive Director: FUTES:
ZHOU Xijian [EE 103 = = = 103
Independent non-executive ~ BIYFHTES:
Directors:
WANG Arthur Minshiang Ta 31 - - - 31
LAU Shu Yan EEPN 21 = = = 21
ZHANG Huijun REE 21 - - - 21
176 590 320 49 1,135
Notes: BiaE -

Appointed with effect from 1 January 2018 and resigned with effect
from 1 January 2019.

Appointed with effect from 13 February 2018. The amount above
includes only his remuneration during his tenure as a director.

Resigned with effect from 23 March 2018. The amount above
includes only his remuneration from 1 January 2018 to date of
resignation.

(ivy  Appointed with effect from 11 January 2017 and resigned with

effect from 14 December 2017. 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 year
(eight months ended 31 December 2017: Nil).

During the year ended 31 December 2018, 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 (eight months ended
31 December 2017: Nil) .

BE-ZE-N\F-A—HEEZE ¥BE-F—A
F—H—BREHE -

BZZ-\F-AT=ERERE - ClEHE
BEREEEFHR 2 HM -

(i)

BZE-\F=A-+=HERE - LilieHEE
BEE T /\F-A—HEEFHERHZFHMY -

(iii)

BE-Z—tF A+ HREZE IH_-Z
—tFE+-ATHARERE  LRSRERRER
EEEFHM2HMH -

FAMBEERRXFRERETAME 2%
HEE_Z—+tFT-_A=THLENEA:
&) -

REBE_ZT—/\F+A=1+—RHILFE "
YEFAERNEERENMSERSEMNE
KN MBEAKE R 2 2E) - KMERAKET
AKBARIZEFTHBRASEEEE 2T
MEMBRUZEBREE(RE_F—tF
TZA=+t—HIE/EA : &) -

/
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31 December 2018
—ZT-N\Ft+=ZRA=+—H

8. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included
two (eight months ended 31 December 2017: one)
directors, details of whose remuneration are set out in
Note 7 above. Details of the remuneration for the year of
the remaining three (eight months ended 31 December
2017: four) highest paid employees who are neither a
director nor chief executive of the Company are as
follows:

LS HMES
FRANESHHESEML(AE-F
—tF+-A=+—BILNER: )&
£ AHFBABHN EXHET - FR A
B (BE-Z—tF+-A=+—BLt
MNEA : D) AR REERITRARZ
SRHHEE Z HFMEEMT

Eight months
Year ended ended
31 December 31 December
2018 2017
S HE
—E-N\&§ —T—+tF
+=A=+-B +=-A=+—H
LFE IENAA
US$'000 US$'000
FExn FET
I . D
Salaries, allowances and benefits in kind e EHREYAG 743 628
Performance related bonus RIBRMATEA 51 41
Pension scheme contributions RIRG SR 17 8
811 677

N
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FIVE HIGHEST PAID EMPLOYEES (continued)
The number of non-director and non chief executive
highest paid employees whose remuneration fell within
the following bands presented in Hong Kong dollars
("HK$") is as follows:

,500,0003% 7T

(A% 128,535 % T £ 192,801 %)
1,500,001 77T = 2,000,000 78 75

(A% 192,802 7T E 257,069 % 7T) 1 1
2,000,001 % 7T & 3,000,000 7T

(FZ7 257,070 =TT & 385,604 = 7T)

HK$1,000,001 to HK$1,500,000

(equivalent to US$128,535 to US$192,801)
HK$1,500,001 to HK$2,000,000

(equivalent to US$192,802 to US$257,069)
HK$2,000,001 to HK$3,000,000

(equivalent to US$257,070 to US$385,604)

1,000,001 BTTE 1

Notes to the Financial Statements
Sl R B 5

31 December 2018
—E2-N\F+=ZRA=+—H

ENESHMES @
FEFENIFTHREH 2 2 TNEE ANET
(B )2 zHME AT EE 2 AZum
T

8.

Number of employees

EEAH
Eight months
Year ended ended
31 December 31 December
2018 2017
S BE
—B-N\F “F+F
+=A=t+-8 t=A=t-H
LEE ENEA
US$’'000 US$'000
TER FTEr

During the year ended 31 December 2018, 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 (eight
months ended 31 December 2017: Nil).

BE_Z-\F+_-_A=1t—HLEFE #
E A A &= 5 EE T hREFR
BUE B F 2 hN B2 s 70 hn BE A S B s 2 4%
B MERABMAKRESHEEBA 2 BER
HEBEBEZE-_Z—EF+t-_A=1+—HLN
fEA : &) -

,/
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B ERER M E

31 December 2018
—T—-N\F+=ZA=+—H

9. INCOME TAX CREDIT 9. FEBIER
Hong Kong profits tax has been provided at the rate of BEBNEHIRBEFANEBESE 2 ATE
16.5% (eight months ended 31 December 2017: 16.5%) on R AILZ165% (HE T —tF+ - A
the estimated assessable profits arising in Hong Kong =F+—HIENA@A : 165%) 2 T R+ & &
during the year. Taxes on profits assessable outside Hong & o BB AN R 2 FE R R % F B 18 BIAR %
Kong have been calculated at the rates of tax prevailing in AEBEBIEREER ZFITHETE o
the jurisdictions in which the Group operates.
I . Y
Eight months
Year ended ended
31 December 31 December
2018 2017
Bz BE
—E-N\F —T—tF
+ZA=+—-H +ZA=+—H
tFE IENEA
US$'000 Us$'000
TER FET
I Y Y
Current BER
- Hong Kong - B 155 190
- Outside Hong Kong - BB UIMEER 86 50
Net overprovision in prior years/period — BFFE HEBEREFE (28) (37)
Deferred (Note 17) EIE (Kiat17) (8,749) (1,893)
Total tax credit for the year/period FE /AN ERE2E (8,536) (1,690)
\_
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INCOME TAX CREDIT (continued)

A reconciliation of the tax credit applicable to loss 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 at the effective tax rates is as follows:

A5 R R BT o

31 December 2018
—E2-N\F+=ZRA=+—H

8B’ R (&)
BRARIEAR R REKZEN B AR FTER]
EREREEREGTE ZRTAEE 2 HIBE
GEZEEMEFE 2HIBR R 2S5 RN
T

Eight months

Year ended ended

31 December 31 December

2018 2017

Bz HE

—B-N\F 5

+=-A=+—-8 +=ZA=+—8H

LFE IENEA

US$'000 US$'000

TEn TE1
| | | |

Loss before tax BrA AT E1E (92,710) (77,880)

Tax at the statutory tax rates REFMERE 2 HIE (15,301) (12,718)

BEEREAETIA A&
previous periods (28) 37)
REMAEERAEERE

Adjustments in respect of current tax of

Effect of different rates for companies

operating in other jurisdictions BRTRAT R 2 2 (2,159) (585)
Income not subject to tax BERBRA (3,781) (1.117)
Expenses not deductible for tax RATHIF X 12,664 12,558
Tax losses utilised from previous periods B @A HIRK 2 HiEEE (9) (23)
Tax losses not recognised REERZ BIEE R 51 228
Others HAth 27 4
Tax credit for the year/period £/ HPREHERKE (8,536) (1,690)

At the date of this report, the Group received protective
assessments amounting to approximately HK$197,000,000
(equivalent to US$25,321,000) from 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 2012/2013 (the “Case”). The Group has
lodged objections 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 these years.

RARERHY  AEEERBRAEER =
2=/ CEENEE_FT——/"F—=
FHARFE L ERA TR 2 ARG E A
TRHEDEERBERAREEFTRAL
197,000,000 7T (#8% #* 25,321,000% 7T ) °
AEBEERRE M IR HRE  peoh - K
NEMK B AR B E &R FFER
P& 1 RF LA 75 S A5 2 Bk B B (B 15,250,000
7T (M 675,000 7T ) Z [T % °

/
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31 December 2018
—ZT-N\Ft+=ZRA=+—H

9. INCOME TAX CREDIT (continued) 9. FEBIER@®
The Group has submitted a settlement proposal as part of R-ZE—RFNUA @ REBREHERAFHEE
a negotiation with the IRD in relation to the Case in April e R —IEME S RIERBEME RER 2 —3
2015. Subsequent to the submission to the IRD with the Do MMBRERFRE + KEBEINILF
assistance of an external tax specialist, the Group kept a BERZHB THEEEBRREZRYIEGE - IF
close dialogue with the IRD and understood that the IRD THRIBEREERAEEESE ZEEI
required additional evidence from the Group to further E—TTHERERR - RABISH®RERBE -
assess the tax position. As at the date of these financial RENELEKEEERT - BEELZRDE
statements, the Case was still under negotiation with the - WWAREERADIBIEMGEER R 5HR
IRD. Despite the unknown outcome, the Group is of the RAEL T RFIBEME -
view that sufficient tax provisions have been made in the
financial statements based on the information available.
10. LOSS PER SHARE 10. BRERE
The calculation of the basic loss per share amount is BREAREBNBEARAGES AELF
based on the loss for the year/period attributable to [E,/ HAMEE RFE,BRE TSR Z N
owners of the Company, and the weighted average B EAE - WETRARR 2R IFHA
number of ordinary shares in issue during the year/period, (& B M5t 260)) °
after taking into account the Share Subdivision (as defined
in note 26(b)) of the Company.
The Group had no dilutive potential ordinary shares in F/HRN AEBUVEEHITAHESENY
issue for the year/period. Af% o
The calculations of the basic and diluted loss per share are BRYEAR R EEE R iRE A TEUETE
based on:
I . Y
Eight months
Year ended ended
31 December 31 December
2018 2017
5K BHE
—E-N\&§ —T—tF
+=RA=+—-B +ZA=+—H
tFE ENEA
I . Y
Loss SE =]
Loss attributable to owners of RRTEE AELEE
the Company (US$'000) (F==7T) (84,160) (76,187)
Weighted average number of EERZ NEFIE
ordinary shares
Weighted average number of ordinary F R EITEBRZ
shares in issue during the year/period HREF G
('000) (Fh) 1,509,593 1,452,654
11. DIVIDENDS 11. BRE
The directors do not recommend the payment of any final EETEZMEEzE T \Ft+_A=1+—
dividend for the year ended 31 December 2018 (eight HEFERNRBARE(BE_Z—+F
months ended 31 December 2017: Nil). TZA=+—BHIEN\EA : &) -
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+ 2
B T 5% 3
31 December 2018
T \F+=ZA=+—H
12. PROPERTY, PLANT AND EQUIPMENT 12. Y% - BERRE
I . I Y R
Leasehold  Furniture and Motor
improvements equipment vehicles Total
HENERE BRRRE hat:d At
Us$'000 US$'000 US$'000 Us$'000
FER FER FERT FER
| | | | | |
31 December 2018 “E-\E+=-fA=1—H
At 1 January 2018: RZE-\E—HA—-H
Cost AR 2121 2,258 434 4,813
Accumulated depreciation e (1,937) (1,946) (335) (4,218)
Net carrying amount RERE 184 312 99 595
At 1 January 2018, net of RZE-N\E-A—-H"
accumulated depreciation Nk 25 E 184 312 99 595
Additions NE 48 380 54 482
Disposals & - (6) - (6)
Depreciation provided during the year  FEBEITE 91) (213) (39) (343)
Exchange realignment fE i 2 - (10) 2) (12)
At 31 December 2018, net of R_E-\E+-A=1+—H"
accumulated depreciation MR REAHE 141 463 12 716
At 31 December 2018: R \F+-A=1+—8:
Cost B 2,153 2,541 412 5,106
Accumulated depreciation e (2,012) (2,078) (300) (4,390)
Net carrying amount EmFE 141 463 12 716
31 December 2017 “E—+F+-fA=1—H
At 1 May 2017: RZE—+EHA—A
Cost A 1,876 2,191 364 4,431
Accumulated depreciation 2:E (1,862) (1,936) (364) (4.162)
Net carrying amount RERE 14 255 - 269
At 1 May 2017, net of R-ZZ—+518A-R"
accumulated depreciation Nk 2T E 14 255 - 269
Acquisition of subsidiaries (Note 28)  WREEKI B AR (H7128) 16 66 29 111
Additions NE 222 107 90 419
Disposals HE = (3) = 3
Depreciation provided during the period HAE#E /&1 E (70) (118) 21 (209)
Exchange realignment [E 5 % 2 5 1 8
At 31 December 2017, net of R_E—t&+-f=1+—H"
accumulated depreciation Nk 2:HTE 184 312 99 595
At 31 December 2017: RZE—+F+=A=+-H:
Cost A 2,121 2,258 434 4813
Accumulated depreciation e (1,937) (1,946) (335) 4.218)
Net carrying amount REFE 184 312 99 595

)
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Notes to the Financial Statements
B ERER M E

31 December 2018
—=-\Ft=A=t-A

13. GOODWILL 13. BE
I Y
2018 2017
—E2-N\F —T—+F
US$'000 Us$'000
TER FET
| ! | |
At 1 January/1 May, net of w—A—B/HA—H
accumulated impairment 4 2:HE1E 68,531 26,373
Acquisitions of subsidiaries (Note 28) W BB B A 7 (M2 28) - 110,297
Impairment during the year/period (Note 6) & /HAfEE (H17E6) (66,496) (73,098)
Exchange realignment RS (2,035) 4,959
At 31 December, net of R+=—A=+—8"
accumulated impairment kR RFHRE - 68,531
At 31 December: Rnt+t=-—A=+—8":
Cost B AR 147,553 150,123
Accumulated impairment REEPRE (147,553) (81,592)
Net carrying amount BREFE - 68,531
Impairment testing of goodwill B R (E R
Goodwill has been allocated to the following cash- BBEENEZ TSRS EEEUERER
generating units for impairment testing: C
—  Trading and supply chain management services; - B9 RO E R RS
- Operation of online social platforms; and - RERLHR¥A X
- Others. - Hfe-

N
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13.

GOODWILL (continued)

Impairment testing of goodwill (continued)

The recoverable amounts of the cash-generating unit 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 revenues 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, and
operation of online social platforms are 8% (2017: 12%)
and 27% (2017: 28%) respectively. The discount rate
applied to others was 10% as at 31 December 2017. The
estimated growth rates used to extrapolate the cash flows
projections for trading and supply chain management
services, and operation of online social platforms beyond
the five-year period are 0% (2017: 0%) and 3% (2017: 2.6%)
respectively. The estimated growth rate used to
extrapolate the cash flows projections for others beyond
the five-year period was 0% as at 31 December 2017.

During the year ended 31 December 2018, the Group
recognised impairment losses of US$12,733,000 and
US$53,763,000 in connection with goodwill allocated to
the cash-generating units of trading and supply chain
management services and operation of online social
platforms, respectively (eight months ended 31 December
2017: impairment losses of US$13,600,000, US$59,458,000
and US$40,000 in connection with the goodwill allocated
to trading and supply chain management services,
operation of online social platforms and others,
respectively), since the values in use of the cash-
generating units were below their respective carrying
amounts. The impairment losses were recognised based
on the results of impairment tests for the goodwill using
their values in use in accordance with HKAS 36.

Notes to the Financial Statements

13.

A5 R R BT o

31 December 2018
—ZE-NF+=-A=+—H

[5E16))

BERENRE)
BeEABUNIWLESEREEFERE
HETE  EREEINSKEEE N
BEEAEEEHMNBE S RETAIE - £
fREUCHL ETEE B A #E 2 R e R = TERIRF
HRAEBRERL AR - EBEBRZBEERER
EHMEZEHEE  RREAFAL 2B/
M REERERAUIREEE - EEER
A RMERRAEFERRMMIGERETE
HrHREYS - RNETRSRERAMKEA
ZEEZBRBEFTEELHE  mMESHREM
FHUZSReREBANEEATE &
DAt EEE RS MEER EHERI T MR
SRERAURANBIRES R AR (ZF
—+F 12%) R 27% (ZFB—+45F : 28%) °
MN-ZT—+F+-A=1+—08 HtFAN
BRI 5 10% o HEB R EHIAINE 5 K e
BEBRERELEE LU TENRERE
FEAFMAEAERES AR (ZE—+
F:0%) M3B(ZZE—HF :26%) c R
E—+tF+-A=+—8 #HARFHUN
HihmIE S mERBATAGEFHEREA0% °

HE_T—)\F+_A=+—HLFE K
SEMIREE S RPEEETIERS REE
WP EMR TR CEEEN Z BHEERRE
518 9 511 12,733,000 JT } 53,763,000 % 7T
(HE-_Z—+&+-_A=+—HIt/\[EA :
PEEESHRBEEEERY LEHE L
REGREMIVEELEEN ZEE 2 RERE
18 % Bl 4 13,600,000 JT * 59,458,000 JT
40,0002 70) ° W TAERRIE € EE B K
FREBERESBRAE - BEBEIR
BEBGTERE6EAMRAEREER
HZEERENHASERER -

/
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A5 R R BT o

31 December 2018
—ZT-N\Ft+=ZRA=+—H

13. GOODWILL (continued)

The impairment loss of US$12,733,000 in connection with
the goodwill arising from the trading and supply chain
management services was mainly a result of an expected
future decline in revenue due to a challenging business
environment and the fact that the businesses of certain of
the Group's customers were also adversely affected by the
China-US trade dispute.

The impairment loss of US$53,763,000 in connection with
the goodwill arising from the operation of online social
platforms was due to the increasingly challenging and

13.

B2 s

HE SR EEEIERGSIEEEEFBEN
B 518 12,733,000 7T JhE EH R & ER
RrmkEmAREE TEPEBITZ R
LB ZFFm T FE  BHRIEHRRKES
B o

HEEFE MR amEERROEERE

B8 53,763,000 TL Y AR % RIS L 2 3R
EHE R REF NG - BB @K RS

competitive business environment and tightening ZATEMBER » AR D SRS RS2 lEE -
government policy, and the growth in this segment is

expected to be slowing down.

The carrying amounts of goodwill allocated to each of the PEREERELBU HEMNKREABEN

cash-generating units are as follows:

1

N

Trading and supply chain Operation of
management services online social platforms Others Total
EARUREERRY HEE T i it
2018 017 2018 17 2018 017 2018 017
e - <
US§000 US§1000 US$000 US§000 US$'000 US§1000 US5'000 US§1000

Tin i1 Tin AL Tin TR Tin T
e Y

Goodwill 7 - 12733 - 55,198 - - - 68,531

)
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Notes to the Financial Statements
Sl R B 5

31 December 2018
—E2-N\F+=ZRA=+—H

14. OTHER INTANGIBLE ASSETS 14. HWBREE
| | | | | |
Technology ~ Non-compete Computer
platform agreement software Total
BTe  TREHE ElEs At
US$'000 US$'000 US$'000 US$'000
TER TER FER iR
- /... | | | | |
31 December 2018 —E-\ft-p=1-H
At 1 January 2018, net of RZZ-N\E-HA-RH"
accumulated amortisation MR 25HEH 48,856 5,634 75 54,565
Amortisation provided during the year FERESH (10,931) (2,304) 31) (13,266)
Impairment during the year EERE (19,978) (1,746) (23) (21,747
Exchange realignment ek (974) (101) (1) (1,076)
At 31 December 2018 W=E-N\E+-A=1—H 16,973 1,483 20 18,476
At 31 December 2018: R-E-N\F+-A=t-H
Cost KA 54,076 6,838 2 61,005
Accurnulated amortisation and impairment ~ 23t RAI(E (37,103) (5,355) 7 (42,529)
Net carrying amount RHFE 16,973 1,483 20 18,476
31 December 2017 “F—+F+-A=1-H
Acquisitions of subsidiaries (Note 28) e B E (HF28) 52900 6,700 89 59,689
Amortisation provided during the period ER R e (6,296) (1,327) (18) (7,641
Exchange realignment [ i % 2252 261 4 2517
At 31 December 2017 RZE—+F+-RA=1-H 48,856 5634 75 54,565
At 31 December 2017: R-_E—+F+-A=+—-8:
Cost KA 55,152 6961 93 62,206
Accumulated amortisation 2T (6,296) (1,327) (18) (7,641)
Net carrying amount EmFE 48,856 5,634 75 54,565
During the year ended 31 December 2018, the Group HE—_FE—-NF+-_A=+—BHItFE &~
recognised impairment losses of US$21,747,000. The S BIFERIREETE 21,747,000 7T © FHaAKT
impairment was assessed together with the goodwill 13T E - ZERERER SR
under the same cash-generating unit of the operation of 365 KL PR TEAR—RNEeELBEN
online social platforms in accordance with HKAS 36, which I8 N2 8 —FE g -

was disclosed in Note 13.

,/
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Notes to the Financial Statements

A5 R R BT o

31 December 2018
—E-N\F+ZA=t+—H

5. RAFEGFABBEZERMEE 7
HEEEREE

15. FINANCIAL ASSET AT FAIR VALUE
THROUGH PROFIT OR LOSS/AVAILABLE-
FOR-SALE FINANCIAL ASSETS

2018 2017
—E-N\E T —tF
Note US$'000 US$'000
BiEE xR T
I Y R N
Financial asset at fair value through ~ ZAFEH ABHZ
profit or loss CREE
Club membership, at fair value emes(EATE) (@) 270 =
Available-for-sale financial assets ARHESRERE
Non-current: EEE
Club membership, at fair value SRgE(RATE) 6) - 229
Current: mE :
Unlisted wealth management products, 3F F T8 Em (R AFE) (b)
at fair value - 765
- 994
Notes: Pt T
(a) The fair value of the club membership is determined with reference (a) SMEEZATE2RBEEmzTEREmE
to the market price quoted for the relevant club. The club FeRZZ—N\F—A—8 SHSEREES
membership was reclassified from available-for-sale financial asset B RELREIFAATELECRHEESN D
to financial asset at fair value through profit or loss in accordance BERRTFEFHABZZEREE °

with HKFRS 9 at 1 January 2018.

N

2018

—NF

Note US$'000

Bt 5 FEr
| | | |

At 1 January 2018 R=ZFE—N\&—A—H -

Reclassified from an available-for-sale financial asset BRIt ESREESTHE 229

Restated balance at 1 January 2018 RZT—N\F—A—BEEIIEEH 229

Fair value gain DA 6 41

At 31 December 2018 RZZE-NF+=A=+—H 270
(b) The wealth management products were denominated in Renminbi (b) HEHERAAREK(TARE|)E  IEHAE

("RMB") and were fully redeemed by the Group during the year
ended 31 December 2018 without any gain.

ERHE_T - \F+_A=+—HILFEEH
B - I AR -
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B ERER M

31 December 2018
—B-N\Ft=A=t-H

16. INVESTMENT IN A JOINT VENTURE 16. R—REEQRAZRE
I T .
2018 2017
—B-N\F —ELF
US$'000 US$'000
FEn TEr
I . Y
Share of net assets E(EEEFE
Particulars of the Group's joint venture are as follows: REBALDNRZHBIMT ¢

| | _______________/ ____________________| |
Percentage of

EEED
Place of

Particulars of registration Ownership  Voting Profit  Principal
Name issued shares held and business interest  power  sharing activities
£ RRERTRO2HE EMREKLE FiEE REE BIIE IEXHK
./ | | ____________________| |
CSC Consultancy Co., Ltd.  Registered capital of ~ People's Republic 50 50 50  Dormant
bR AR AR AR RMB1,500,000 of China LEX

aMERARE HEAR{HE

1,500,000 7T

The investment in a joint venture is indirectly held by the R—REL AT ZIHETIRANFIREERES o
Company.
The following table illustrates the financial information of THEHEMANBEAZ AEEBSL AT 2T
the Group's joint venture which is not material. BE o

2018 2017
—E-N\E —T—+F
US$'000 US$'000
TER FET
1 Y R
Share of the joint venture's loss L& EARFE HRHEE
for the year/period and total MEE HM A EIE A5
comprehensive loss for the year/period (1) (1)
Carrying amount of the Group's FEENRBERFIZKREZ
investment in the joint venture SREE 8 9

J
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Notes to the Financial Statements
B ERER M E

31 December 2018
—=-\Ft=A=t-A

17. DEFERRED TAX 17. EEHIE
Deferred tax asset EEMEEE
The movement in deferred tax asset during the year/ FHNEREFRIEEE 2 BT ¢

period is as follows:

I Y I
Decelerated tax  Decelerated tax

depreciation depreciation
allowances allowances
wERE nEEE
2018 2017
—EB-N\F —T+F
Us$'000 US$'000
Txrn FE=r
I I S
At beginning of year/period R/ H4) (12) (12)
Deferred tax charged to the statement of FE/HEREZRPHRZ
profit or loss during the year/period BIERIA (71 9)
(Note 9) 8 =
Deferred tax asset at end of year/period WE /B 7 BRI B E E (4) (12)

N
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17. DEFERRED TAX (continued)

Deferred tax liabilities
The movements in deferred tax liabilities during the year/
period are as follows:

Notes to the Financial Statements
Sl R B 5

31 December 2018
—E2-N\F+=ZRA=+—H

EERIE ()
EEBEAE
F/HNRIERIEaE Y #HWT

17.

Fair value
adjustments
Accelerated arising from

tax depreciation acquisition of

allowances subsidiaries Total
W EE B B
EBIE NEEERZ
nERE AFERE @t
Us$'000 Us$'000 Us$'000
TEn TERT TERT
| | | | |
31 December 2018 —EZ-N\F+=-B=+—H
At beginning of year REA 17 13,642 13,659
Deferred tax credited to the statement of FENERRTFAZ
profit or loss during the year (Note 9) ERERIR (M2 9) 4) (8,753) (8,757)
Exchange differences ERERE - (270) (270)
Deferred tax liabilities at end of year RERZEERERE 13 4,619 4,632
31 December 2017 —E2—+F+-fB=1t—H
Acquisition of subsidiaries (Note 28) WEEKTB AR (f17£28) = 14,923 14,923
Deferred tax (credited)/charged to HIRMER R (GEA)/
the statement of profit or loss during b 2 BRI (A2 9)
the period (Note 9) 17 (1,910) (1,893)
Exchange differences BN =R - 629 629
Deferred tax liabilities at end of period RHR 7RI IR E 17 13,642 13,659

At 31 December 2018, the Group had tax losses arising in
Mainland China of US$1,031,000 (equivalent to
RMB6,885,000) (2017: US$1,475,000 (equivalent to
RMB9,477,000)) that will expire in five years for offsetting
against future taxable 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.

R-E—N\FE+-A=+—0 KAEERA
B A b 2 B B 518 1,031,000 7T (BB E R
AR 6,885,0007T) (ZF—+H4F : 1,475,000
ET(RENRARKE9.477,0007T)) R AE
WEIE - AT EHIKSEE A BB A R Z R K ER
Fiom F o AR AT K] BE B FEERFE % A
A AR IEEER  MAB A REEER
RELEHBEE -

A2 A A EL BCRUIR 5 B B 3 B # P S AR AR
B o

/
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B ERER M E

31 December 2018
—T—-N\F+=ZA=+—H

18. INVENTORIES 18. ¥8
I Y
2018 2017
—E2-N\F —T—+F
US$'000 US$'000
TER FET
| ! | |
Finished goods RN 262 55
19. TRADE RECEIVABLES 19. BIE 5 R
I e S
2018 2017
—E-N\F —E—+F
US$'000 US$'000
FTER FTEx
I e S
Trade receivables FEWE 5 BR 3K 9,342 9,130
Impairment VENIE] (568) (552)
At end of year/period RNE/HIR 8,774 8,578
The Group's trading terms with its customers are mainly AREBREFZESIGERETEUEEHNE
on credit, except for new customers, where payment in 17 EHEEP—RewERkENZE - =8
advance is normally required. The credit period is H—MBAR0ZE0X- - BEAEFPHEHRSTE
generally 30 to 90 days. Each customer has a maximum EREE - REBH K m AR E 2 IR
credit limit. The Group seeks to maintain strict control MEFEBRRIE ) - WRRAEEEIEEIFT - AT
over its outstanding receivables and has a credit control EREEERR SREEET AR aH
department to minimise credit risk. Overdue balances are KU 7 6450 - REBIWEREEIWE FERK
reviewed regularly by senior management. The Group EHRFETAERFRREEEMINEEER
does not hold any collateral or other credit enhancements i o FRUINE ZERFK I TETFIE o [RINE B ER
over its trade receivables balances. Trade receivables are R EEERE R ERSE -
non-interest-bearing. The carrying amount of the trade
receivables approximates to its fair value.
21 O Daohe Global Group Limited
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B ERER M

31 December 2018
—B-N\Ft=A=t-H

19. TRADE RECEIVABLES (continued) 19. BB Z R (&)
An ageing analysis of the trade receivables as at the end RImERR  BIEZRFIZERA N
of the reporting period, based on the invoice date, and MrIEIEERE) 2BRERDMTIOT ¢

net of loss allowance, is as follows:

2018 2017

—E-N\F —T—+tF

US$'000 US$000

FER FE7
| | | |

Within 30 days 30 KA 5,521 4,704

31 to 60 days 31E60K 2,158 2,501

61 to 90 days 61E2 90K 409 343

91 to 365 days 91 E 365K 686 1,029

Over 1 year iR —F - 1

8,774 8,578

The movements in the loss allowance for impairment of FENE ZEES 7 REREEENT

trade receivables are as follows:

2018 2017
—E-N\F T+
Us$'000 US$'000
TER FT=E=r

1 I I B
At beginning of year/period RE,/EA) 552 380
Impairment losses recognised (Note 6) ERRBERE (K77 6) 54 171
Amount written off as uncollectible MsE AT AUk e 2 I8 (38) 4)
Exchange differences b H Z 5 - 5
At end of year/period R HIRR 568 552

,/
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Notes to the Financial Statements
Sl R B 5

31 December 2018
2 N\Ft+=A=t+-~

19. TRADE RECEIVABLES (continued)

Impairment under HKFRS 9 for the year ended
31 December 2018

An impairment analysis is performed at the reporting date
using a provision matrix to measure ECLs. The provision
rates are based on days past due for groupings of various
customer segments with similar loss patterns. The
calculation reflects the probability-weighted outcome, the
time value of money and reasonable and supportable
information that is available at the reporting date about
past events, current conditions and forecasts of future
economic conditions. Generally, trade receivables are
written off if past due for more than one year and are not
subject to enforcement activity.

Set out below is the information about the credit
risk exposure on the Group's trade receivables using a
provision matrix:

19. EWEZRM (@)

BE-ZE-N\F+ZA=1+T-HLFE
RIEE BN B|RELERE 9 FRIE

RiE BERA R EREETRED N - A
AAERHEEER - BEXDERAGEU
BREANZETF 2 AR MEH R #E
E o At ERBREARNESER EEKE
ER#HE RIS ARBEEE - BT
ABRRFE BRI NAERAIEER -
—RME - BREZRRIAREE—FNR
BAXRNEHITEBRI T LAMGH -

AT EIIE AR EREE A EE RN E
ZFEREERBRIEFR

Non pass
due

As at 31 December 2018 R-ZE-NE+-BA=1+-H RAH

Past due
ks

Less than 3to6 61012 Over 12
3 months months months months Total

3Z6MA 6Z1287 BB128R @it

Expected credit loss rate BOEEEER 0.1%
Gross carrying amount (US§000)  REAE(TET) 6,039
ECLs (US$'000) AREEER(TXT) 6

Impairment under HKAS 39 for the eight months
ended 31 December 2017

The individually impaired trade receivables as at 31
December 2017 related to customers that were in financial
difficulties or were in default of payments and the
receivables were not expected to be recovered.

1.5%

13.4% 90.5% 100.0% 6.1%
447 284 210 9,342
60 257 210 568

BE-ZT—tHF+-A=1T—HLENE
ARBEEBSTERE39RRE
RZZE—tF+-A=+—8H " ARERE
FEWE 5 B 5K BB B I 1 R R s A (B R
RBZEFPER  ZFRYSRAER AWK
[B] o
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19. TRADE RECEIVABLES (continued)
Impairment under HKAS 39 for the eight months
ended 31 December 2017 (continued)
The ageing analysis of the trade receivables as at 31
December 2017 that were not individually nor collectively
considered to be impaired under HKAS 39 is as follows:

Notes to the Financial Statements
B ERER M

31 December 2018
—E2-N\F+=ZRA=+—H

19. BEWE Z R @)
BE-—2—+t&+-_A=+—HLENA
BREBEEBSTERE KA @)
R-E—+F+_A=1+—HBREBEEFBL:
ERFFRERNRER AR BERMEZ
FEWE SRR Z BRER DATLOT -

2017
—F—+tF
Us$'000
FEr

| |
Neither past due nor impaired 3 f360 BRSO (B 6,130
Less than 3 months past due B R P =1 A 1,918
3 to 6 months past due A== <@ A 530
8,578

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

Receivables that were past due but not impaired related
to a number of independent customers that had a good
track record with the Group. Based on past experience,
the directors of the Group were of the opinion that no
provision for impairment under HKAS 39 was necessary in
respect of these balances as there had not been a
significant change in credit quality and the balances were
still considered fully recoverable.

I Eia SR B 2 R RS R ARETRE
P ZEEPIHYEELNCE -

EE MBI AR (B2 FE AR — R A SR
BAERMFEGCHRCBIEFEH - REB
e AEEESRA/BAREE LSS
ZERE 9 FEBRERELRERE BN
EEERYBEAEE)  URRBRZEER
(LS CE

/
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B ERER M E

31 December 2018
—ZT-N\Ft+=ZRA=+—H

20. PREPAYMENTS, DEPOSITS AND OTHER

0. AARIE  RERHMEWKIA

RECEIVABLES
I . Y
2018 2017
—E-N\E “T—+F
Us$'000 US$'000
FEx FET
I . Y
Prepayments TEfT IR 1,608 863
Deposits e 403 471
Other receivables H th fE W FRIE 2,754 3,668
4,765 5,002
Non-current: deposits IERE : S (349) (349)
4,416 4,653

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. The ECLs are estimated by applying a loss rate
approach with reference to the historical loss record of the
Group. The loss rate is adjusted to reflect the current
conditions and forecasts of future economic conditions, as
appropriate. No loss allowance was provided because
management estimated that the ECLs as at 31 December
2018 were not significant.

A EEBEEYEBHZORE - 5T A Ll Rz
& Ry E B BT B E AR08k < R WGGRIR A
B - ECLII2EARKEME L BRLTRMA
BREFAMGE - BRXSNEERRIELH
AR AR RGBSR - HRE
BEMF - /\F+_A=+—"BHEH
EEEBRIEXR R EAHEEREER -

21. CASH AND CASH EQUIVALENTS 1. BeRAEEEEH
I e S
2018 2017
—E-N\E —T—tF
US$'000 US$'000
FE5 FET
I e S
Cash and cash equivalents RENIREEEIER 17,192 13,278
At the end of the reporting period, the cash and bank Nk REBUAREIEZBER
balances of the Group denominated in RMB amounted to $RIT4E 85495 10,246,000FE T (= F—+4F -
approximately US$10,246,000 (2017: US$3,890,000). RMB 3890000 7T) « ARMAA G mE KA
is not freely convertible into other currencies. However, HEHRE o SRT - ARYEREE AR FFNE 2~ HMNE
under the People’s Republic of China’s Foreign Exchange o T A R AP - EFE R ES IR T - AN
Control Regulations and Administration of Settlement, = (8] 7] 35 B IR A 1T ONEE 3 SR 278 > 4R 1T
Sale and Payment of Foreign Exchange Regulations, the us N ERHE 35 i 1SR o
Group is permitted to exchange RMB for other currencies
through banks authorised to conduct foreign exchange
business.
214 Daohe Global Group Limited
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22.

Notes to the Financial Statements
B ERER M

31 December 2018
—E2-N\F+=ZRA=+—H

CASH AND CASH EQUIVALENTS (continued) 21. RERAEFERE @

Cash at banks earns interest at floating rates based on RITFERIRE BRITERFEGFE 2 FEH
daily bank deposit rates. Short term time deposits are ZE R - RRERFERZEFRHH—RE=
made for varying periods of between one day and three BARE RIAXEEZANFRETEM
months depending on the immediate cash requirements E - RERAERFER KL o RITHA
of the Group, and earn interest at the respective short BRTHTF IR BB A050 8% 2 (BB R ATIRTT ©

term time deposit rates. The bank balances are deposited
with creditworthy banks with no recent history of default.

TRADE PAYABLES 22. BNEZERN

An ageing analysis of the trade payables as at the end of RIWER - BN E ZRFUL L Z 2 BRER
the reporting period, based on the invoice date, is as AITEAT :

follows:

2018 2017
—E-N\F T+
US$'000 US$'000
FE7 FER

I . Y
Within 30 days 30 KA 2,691 4,329
31 to 60 days 31E60K 898 826
61 to 90 days 61290k 26 112
91 to 365 days 91 & 365K 127 47
Over 1 year HBiE—F 57 70
3,799 5,384

The trade payables are non-interest-bearing and are SEEMNESERIITETE - W—#1%30%E

normally settled on 30 to 60 day terms. 60 REAMRIFIE °

/

EIRBREEBR AR 215

—T-\FFR



Notes to the Financial Statements
B ERER M E

31 December 2018
—ZT-N\Ft+=ZRA=+—H

23. ACCRUALS, PROVISIONS AND OTHER

23. B ER  BERAMENRKIE

PAYABLES
1 I Y
2018 2017
—EB-N\F 5
US$'000 Us$'000
TER =T
1 Y N
Accrued expenses and provisions JEETE A M EE 4,562 6,505
Other payables H & 5RIR 4,635 6,591
9,197 13,096
Non-current: provision ERE - B (1,405) (1,405)
7,792 11,691

Other payables are non-interest-bearing and have an
average term of two months.

24. CONTRACT LIABILITIES
Details of contract liabilities as at 31 December 2018 and
1 January 2018 are as follows:

HitENFIRTI NS - FHHRAMEAR -

. BREE

R-B-N\E+-A=+—HAR-_ZT—N\EF
—A—HHEHNBEFBET

31 December 1 January

2018 2018

—E-N\E —ZT-N\F

T=A=t-H —A—H

US$'000 US$'000

FEx FTET
| | | |

Deferred revenue RIEW 25 1,245 1,172

Consideration received from customers  FBUWEEKE
in advance 276 101
1,521 1,273

Contract liabilities include the sales proceeds received
from customers in connection with the unconsumed virtual
currency or unconsumed durable virtual items as deferred
revenue and short-term advances received from customers
to deliver merchandise. The increase in contract liabilities
in 2018 was mainly due to the increase in consideration
received from customers in advance at the end of the
year.

ARHNEEREARFPERBEEAERERE
BEARERAIFEERBAZHENFR
B EREE W E R AR B m AR
MEVEHER - —T— \FEHNABIEMT
TEARFEBREPREL MR
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25. POST-EMPLOYMENT BENEFITS

Notes to the Financial Statements

25. EERIKER

Note

Pt ot
e ) I I R

A5 R R BT o

31 December 2018
—B-N\Ft=A=t-H

2018 2017
—E-N\E —T—+tF
US$'000 US$'000

FER TET

Defined benefit plan TE RS (@) 277 338
Other long term post-employment Hih R EE SRR
benefits & (b) 137 136
414 474
Notes: BT -
(a) Defined benefit plan (a) EREEFFE

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 2018 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 annuities 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 2018
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:

BEEE
BHFL MRS

Discount rate
Expected rate of salary increase

AEBREMBAERBBREERTBEHETH
BAETE - RIBZAT 8] BRFESSRBRK IR
B REZRIEFH S 3% JIRNET

RESEEAERER  AREANEREREEX
NERK BRAFGEAEZRZEHN - LIREE
BEERBFHRRRRFHFHFESLTRKEF -
AEAR-_T—\F+-_A=+—HAAEES
RABHNEEET —RIBEMAE -

REARESERE M REHZA B ZELKTF -
EHNEREAEAREHRBRRERREEK
R BRERFERSHFHTERR - ZFEA
REFEFERERRE RN

HHEEHEARURRFALEEE S RER
TSAR L B(HE -

ERENEERECKINEEGHEREERE

EMGRERBESEBEINR "S- \F+=A
=t ARBAEMNEEREGHERET -

RBEMREAZ EERBERRAT :

2018 2017
—Z2-N\F —T—+tF
% %

1.0 1.4

2.0 30

)

BHRFEEBRAT

iy 0/



Notes to the Financial Statements
B ERER M E

31 December 2018
—ZT-N\Ft+=ZRA=+—H

25. POST-EMPLOYMENT BENEFITS (continued) 25. EERHKEN @
Notes: (continued) sk (B8)
(a) Defined benefit plan (continued) (a) EREEFEE (&)
A quantitative sensitivity analysis for significant assumptions as at RFERRZEABRREEFRESTWOT ¢

the end of the reporting period is shown below:

Increase/ Increase/
(decrease) in (decrease) in
net defined net defined
Increase benefit Decrease benefit
in rate obligations in rate obligations
EREF EREER
BEERE BEFRE
F =48 h0 &0, GR4) =R 2,/ (R)
% US$'000 % Us$'000
FEn FEx
I N . Y N
2018 —ZT-)\F
Discount rate BHIR & 0.5 (23) 0.5 27
Future salary increase AR FEBWRER 0.5 26 0.5 (23)
2017 —F—+tF
Discount rate BRIR R 0.5 (31) 0.5 34
Future salary increase ARFELBRR 0.5 33 0.5 (31)
The sensitivity analysis above has been determined based on a FRBRES T RBERBERREEMREKTE
method that extrapolates the impact on net defined benefit EZABEEMENTREENETFREITEZ
obligations as a result of reasonable changes in key assumptions FAMETE °
occurring at the end of the reporting period.
The total expenses recognised in the consolidated statement of REFEIERRER 8B BATENT

profit or loss in respect of the plan are as follows:

Eight months

Year ended ended

31 December 31 December

2018 2017

BZE BE

—B-N\F T tF

+=A=+-H +ZRA=+—H°

LFE 1IENER

US$'000 US$'000

FERT T=x
| | | |

Current service cost BAERBHEA 5 8

Net interest M EFRE 5 4

Net benefit expenses recognised in general and R—RRITHFAXERZ
administrative expenses BMFAOFE 10 12

N
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Notes to the Financial Statements
B ERER M

31 December 2018
- N\F+=ZA=+—H

25. POST-EMPLOYMENT BENEFITS (continued) 25. EERHKEN @
Notes: (continued) Mozt : ()
(a) Defined benefit plan (continued) (a) EREBRAIFE ()
The movements in the defined benefit obligations and the fair TERENEEREEEZRATEZESHNT -

(b)

value of plan assets are as follows:

Remeasurement gains/(losses) in

Pension cost charged to profit or loss other comprehensive income
REERNRZERERA REMZEUAENFBYE/ (B
Actuarial  Actuarial
changes changes Sub-total
arising from  arising from included
At beginning Current Sub-total changesin  changes in in other Atend
of year/ service Net included in Benefit ~ demographic financial ~ Exper prehensive  Contributi Exchange of year/
period cost interest  profit or loss paid pti pti i income by employer  realignment period
ADGEER  BHER FARM
5E FARER #BEL.  HEELZ 2ERA

WE/B  EEAA  AEEE 20t BMEM  BNED  RN4D  ARRE N B EXEE  RE/ER
USS000  USS000  USS000  USS000  USS000  USS000  USS000  USS000  USS000  USS000  USO00  USS'000
TiR iR TR TR iR i TiL i i1 i1 i Ti
[ [ N N S R S S E—

08 NE

Defined benefit obligations ~ EERBHIEE 593 5 8 13 (38) - (32) (U] (39) - (13) 516

Fair value of plan assets HHARZATE (255) - K] ) 3 - - M m (14) 6 (239)

Benefitlizbilty RHARE 338 5 5 10 - - (32) (18) (50) (14) 1) m

07 “R-tf

Defined benefit obligations ~ ZEEEHE 817 8 9 17 (29 4 12 ) 29) = 13 93

Fair value of plan assets SEEEZATE (450) = 8] () 29 = = 5 5 20 Ul (259)

Benefitliability BAIak 367 8 4 12 - 4 12 (38) (20 (1) 6 3%

The defined benefit contributions in Taiwan are made to a fund i éi%z’%ﬁ%:”%%ﬂﬁ 7 — I8 A BB E 2

o > Bty + s

administered by the government of Taiwan. The major categories Z%ﬁfﬁj stEIEEERMAIERRRERE
B p? NIz aN < -

of plan assets as a percentage of the fair value of the total plan SZABAEREATEIADLMT -

assets of the centrally administered fund are as follows:

2018 2017
—E-N\F Tt
% %
| | | |
Equity instruments AT A 23 22
Debt instruments BEFITA 12 17
Deposits T 14 18
Delegated management RiEEE 51 43
The Group expects to contribute US$11,000 to its defined benefit Zl&;,"%iﬁ\%ﬁﬁé\:;ﬁfh$ZE%E%E%IJ%-IEW%#\Z%
plan in 2019. 11,00037T °
The average duration of the defined benefit obligations at the end RB|EIA - ERENEEFHRMOTF(=F
of the reporting period was 9.7 years (2017: 10.9 years). —EF 1 109F) -
Other long term post-employment benefits (b) Ef&%g}iﬁ%i\&bﬁﬁﬂ \
The balance represents the provision for long service payment as ,%ﬁ%?i:ﬁ¥ET;E*EIEEE?XZE%HE%%%%% )
required by certain jurisdictions. Termination benefits are payable %K?T'JEME E*E J—.Eﬁ RIKE %EHIJ 'jk@ﬁi‘%c‘féﬁ
when employment is terminated before the normal retirement date B FRRE M AR I S AR M T 4R L SRR R T XA

or whenever an employee accepts voluntary redundancy in
exchange for these benefits.

)

EIRBREEBR AR 219

—T-\FFR



Notes to the Financial Statements
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31 December 2018
—ZT-N\Ft+=ZRA=+—H

26. SHARE CAPITAL 26. |RA&
| | |
2018 2017
—E2-N\F —T—+F
US$'000 US$'000
TER FET
1 I Y
Authorised: SEE
3,000,000,000 (2017: 3,000,000,000) 3,000,000,000 (= ZF —+4F :
ordinary shares of one and 3,000,000,000) & & A EI (&
one third US cents (2017: one _’\Z F(ZZ—F
and one third US cents) each =Hz—F) 2 EEk 40,000 40,000
Issued and fully paid: BETRHR
1,509,592,701 (2017: 1,509,592,701) 1,509,592,701 (ZZE —+t4F :
ordinary shares of one and one 1,509,592,701) IR B AR E &
third US cents (2017: one and one —XNEZpZ2—FM(=ZZ—+t&F:
third US cents) each —X=p %) 2 EiBhk 20,128 20,128
The movements in share capital during the year/period F/ AR BB

are as follows:

Number of
ordinary Share
shares in issue capital
2817
ZEBREE R
US$'000
FET
| | | |
At 1 May 2017 R—ZE—+tFHA—H 353,197,567 14,128
Acquisition of subsidiaries (Note (a)) WP B A Rl (A5t (a)) 150,000,000 6,000
Share Subdivision (Note (b)) R4 48 (Ff 5t (b)) 1,006,395,134 -
At 31 December 2017, 1 January 2018 R—E—+&+—_A=+—8H "
and 31 December 2018 RZZ—NF—HF—H
RZZ-N\F+A=+—H 1,509,592,701 20,128

N
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26. SHARE CAPITAL (continued)

27.

Notes:

(a)

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.

SHARE OPTION SCHEME

The movements in share options under the 2011 Share

Option Scheme during the year/period were as follows:

Notes to the Financial Statements
B ERER M

31 December 2018
—E2-N\F+=ZRA=+—H

26. BRAS ()
P

MRZZ—+LF7XA—H ' 52£150,000,000 ;A2
ABRNBERERETTES  ERAXARIET—
KM B 2 F1UHE Loovee 2 EBE BATIRAR Z KB -
RER FUEE B 812 A TF{ER140,167,0005 7T ©

(a)

R-ZZE—tFNANR  RARARBRRIEHAR
AIRARE—REE04EXTZ ERIREE T
RARBETENIFAR=BEREE-—X=02—
FZ FARD (TREFAD  R_F—LFN
Bt BEROIFAERE  STFEREMESTE -

27. BBRESTE
ATARE BN ——FHRESTRIET

R EE)

2018 2017
—B-N\F —E—tF
Weighted Weighted
average Number average Number
exercise price of options  exercise price of options
¥ BRE HEF B
TEEE 2R 1T1EE 2R
HK$ per share ‘000  HKS$ per share ‘000
BRET Tt BRET T
1 e e
At beginning of year/period RE/H4) 3.33 7,500 333 7,500
Lapsed during the year/period A% /HIRE k3K
(Note) (Ktiz) 3.33 (7,500) - -
At end of year/period RE /B - - 333 7,500
Note: Btk -

The outstanding share options held by certain grantees to subscribe for a

total of 7,500,000 shares were lapsed on 5 November 2018.

& T AR AR A RS A $£7,500,000 BR AR 15 2 1 R AT 62
BREN-—Z-N\F+—ARBRRK-

J

BHRFEEBRAT
B N\FER
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31 December 2018
—T—NF+=-A=+—H

27.

28.

N\

SHARE OPTION SCHEME (continued)

During the year, no share option was granted (eight
months ended 31 December 2017: Nil). The Group
recognised an equity-settled share option expense of
US$117,000 (eight months ended 31 December 2017:
US$94,000) during the year ended 31 December 2018.
7,500,000 share options (eight months ended 31
December 2017: Nil) were lapsed during the year and
share option reserve of US$423,000 (eight months ended
31 December 2017: Nil) was transferred to accumulated
losses accordingly.

ACQUISITIONS OF SUBSIDIARIES

On 21 February 2017, a wholly-owned subsidiary of the
Company, Glory Sino Limited, 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 platforms.

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.

27.

28.

BIRESTE )
FABERLERE(EBE-_T—tF+=
A=+—HIENER: &) - AEEREZE
2 \E+A=1+— AL FEERIUARK
B ZBREER 117,000 T (22
—+tF+_A=+—HI/\EA : 94000%
JT) ° HF1N7,500,00017 B E S K (EH =
Tt F+-A=+—HIt/\EA : &)
Ft - BRAEFE4A2300ET(BEE-Z
—tF+-A=+—HIL\EA : &£)B&H
EREBE-

W BB BT B X J)
RZB—+F_A-+—H AREZEE
¥$ 8 22 Bl Glory Sino Limited BB 7 58 = 75
A1 37 B8 17 2 (1B AR 10 38 |) DA ML B Loovee
Z 2 HEPE FITARA - {8 73800,500,0007%
7T (A8 102,892,000 %€ L) °

Loovee BB EN B AR EB M BB XK
EE TR -

RIREER 7% - RERU T AR : ()%
BRARERD4.67 BT 2 BITERE KT
150,000,000 & A R @l fg 17+ R ()RR (E
100,000,000 7T (#2557 12,853,000 7T.) °
ERWEEE HIE - B2HARRIEEA
—E—+tHF-_A-+—HBE=Z—+tFHEA
+TAEZAMARARRHEA - —+F
WA=+ N \BZ@K -
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—E2-N\F+=ZRA=+—H

28. ACQUISITIONS OF SUBSIDIARIES (continued) 28. WHBKIB A Al (&)

The acquisition was completed on 1 June 2017. The WHEER_Z—tFA—BTK - ARQ
closing share price of the Company on the completion AR TER BB 2 R TR EFE7.27 87T
date increased to HK$7.27 and the fair value of the fE Bloovee R EZ A FEEMIE =L
purchase consideration for Loovee increased 1,190,500,0007% 7T ( 48 & # 153,020,000 %
to approximately HK$1,190,500,000 (equivalent to IT) °©

US$153,020,000) accordingly.

The fair values of the identifiable assets and liabilities of Loovee RN HEIZ Al EBRIEERBEZ

Loovee as at the date of acquisition were as follows: NFENT -

Note US$'000
Liks3 FETT
| ! | |
Property, plant and equipment ME - BE NMRE 12 1M
Technology platform Bii¥a 14 52,900
Non-compete agreement TR 14 6,700
Computer software BE 14 89
Trade receivables B E 5 BR 5K 637
Prepayments, deposits and TERRIA - Ze Rk
other receivables H At EY TR 66
Cash and cash equivalents RekReEMEIER 1,308
Accruals, provisions and FEETER - #iE X
other payables HAth e K1 (2,580)
Deferred revenue TERE W (1,585)
Deferred tax liabilities ELEFIR AR 17 (14,923)
Total identifiable net assets at fair value BATEFER#RIEE
FEARE 42,723
Fair value of purchase consideration: BEREATE:
Cash RE 12,853
Consideration shares RERD 140,167
153,020
Goodwill & 13 110,297
An analysis of the net cash outflows BREWESHE RS
in respect of the acquisition FEED T
Cash consideration RENE 12,853
Less: Deposit paid during the year ended B HE_T—+F
30 April 2017 WMA=1+HIEFE
BEfETE (2,571)
Cash and cash equivalents acquired BElERe RREEE
B H (1,308)
Net cash outflows during the period BRI &M F5E 8,974

/
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—ZT-N\Ft+=ZRA=+—H

28. ACQUISITIONS OF SUBSIDIARIES (continued) 28. WIBKIE QR @
Since the acquisition, Loovee had contributed US$14,750,000 BUESIENR  REBE-T—+tF+=A
to the Group's revenue and US$64,069,000 to the Group's =+—HIENEA ' Loovee BAEE & ki
loss for the eight months ended 31 December 2017. %8 14,750,000 £ 7T, + bA M & 7K 52 B 25 51 S
18 64,069,000 7T °
Had the business combination taken place at the beginning HEKEHR_ZT—CFRA—BYEE
of 1 May 2017, the revenue and the loss of the Group for rEEREE—_T—tF+-_A=+—HL
the eight months ended 31 December 2017 would have S8 Az Wz & B 1818 5 51l & 80,093,000 3
been US$80,093,000 and US$76,357,000, respectively. JT K 76,357,000 € T, ©
29. DISPOSAL OF SUBSIDIARIES 29. HEHMBLFE
On 20 December 2018, Loovee (Overseas) Company R-ZE—N\F+_A=+H ARQAaEESE
Limited, an indirect wholly-owned subsidiary of the B I B A &) 48 5N B BR 2 &) B2 Sandy
Company, entered into a sale and purchase agreement Hook Ventures Limited 5132 B & 3% + PAH
with Sandy Hook Ventures Limited for the disposal of its £ Kothaa Technology Limited ([ Kothaa])
60% shareholding interest in Kothaa Technology Limited & HE Kt B 2 F]Kothaa Technology BD
(“Kothaa") and its subsidiary, Kothaa Technology BD Limited 2 60% % # - X {8 &1803% JT o
Limited at a consideration of US$180. Sandy Hook Sandy Hook Ventures Limited & Kothaa 2
Ventures Limited was one of the shareholders of Kothaa IR 2 — A& B 8% B Kothaa 40% A%
who owned a 40% shareholding interest in Kothaa at the o
disposal date.
| | | |
Note US$'000
ks FTER
| ! | |
Net liabilities disposed of: EHEREFE
Cash and cash equivalents ReRkReEEIER 1
Accruals and other payables 5T B A K E A FE TR (13)
(12)
Non-controlling interests SRR = 5
Gain on disposal of subsidiaries HERB AR 2K 6 7
Satisfied by: ATB A
Cash Bne -
An analysis of the net cash outflow in respect B HEWNEB AT 2
of the disposal of a subsidiary R FEI
Cash consideration received BEHBEENRE -
Less: Cash and cash equivalents disposed of J& : EHER S RIEESEEER (1)
(1
\_
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30. DISSOLUTION OF A SUBSIDIARY 30. A —RME QA

I . Y

Year ended

31 December

2018

BE

—E-N\f§

+=A=t+—H

HEE

Note US$'000

B eE FTEn
I . Y

Net liabilities of the subsidiary under BERAE AR 2 8 EFE

dissolution (16)

Non-controlling interest EEtl g £ 8

Gain on dissolution of a subsidiary R — KRB R 2 e 6 8

31.

Notes to the Financial Statements
B ERER M

31 December 2018
- N\F+=ZA=+—8

NOTE TO THE CONSOLIDATED STATEMENT 31. &SRB &R ERME
OF CASH FLOWS
Change in a liability arising from a financing activity AETEELECEEET

| | |
Loan from a former director

RE—BANESEX

2018 2017

—E-N\F —E—+F

US$'000 US$'000

TERr TEx
| | | |

At beginning of the year/period RE /84 3,856 -

Loan from a former director RE—BAEFER - 3,856

At end of the year/period RE HR 3,856 3,856

_/
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31 December 2018
—ZT-N\Ft+=ZRA=+—H

32. OPERATING LEASE ARRANGEMENTS
The Group leases certain of its office premises, staff
quarters, furniture and equipment under operating lease
arrangements. The leases have varying terms, escalation
clauses and renewal rights.

At 31 December 2018, the Group had total future minimum
lease payments under non-cancellable operating leases
falling due as follows:

32.

REBERH
AEBERBEEHELRFEMEES THAE
By -BIRESE RKMLRE %FHE
M - FEEEZ FERREOENSB TR -

RZZB-NF+RA=+—8 KTEEIRE
PRAIRHLEHEN THRIH AT 2 KRR
REHSFENT

Office premises and

Furniture and

staff quarters equipment
WAEENREIES BRRRE
2018 2017 2018 2017
—B-N\F —EtF —2-NF —F—tF
US$'000 US$'000 US$'000 US$'000
FTER FET FET FET
I I I
Within one year —F R 1,963 1,911 43 94
In the second to fifth years, EomERE
inclusive (BEBEME) 1,140 2,663 100 14
3,103 4,574 143 108
33. COMMITMENTS 33. Aif
In addition to the operating lease commitments detailed B PR 32 prsdt 2 AR B T E AHRSN - LATR

in Note 32 above, the Group had the following capital
commitments for the acquisition of property, plant and
equipment at the end of the reporting period:

RAKERBERAREGBEDE - BB IR
2 BAAEGE -

2018 2017

—E-N\F —T—+tF

US$'000 US$'000

TEx =1
| | | |

Contracted, but not provided for EHENEE R 40 8

Authorised, but not contracted for EREERETL - 3

40 11

N
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34. RELATED PARTY TRANSACTIONS

(a)

Save for the transactions detailed elsewhere in these
financial statements, the Group had no significant
transactions with related parties for the year ended
31 December 2018 and eight months ended 31
December 2017.

Loan from a former director

At 31 December 2018, the loan from a former
director of the Company who resigned with effect
from 1 January 2018, is unsecured, non-interest-
bearing and repayable by 22 May 2019.

Compensation of key management personnel of the

Notes to the Financial Statements
Sl R B 5

31 December 2018
—E2-N\F+=ZRA=+—H

4. EREALRS
(@) BRAFEHREREMIDD AT ZHIN -
AEBRBE-_T—NE+=-HA
=S+—BLFERBE-_T—+F
+-A=+—BIt/\EABES AR

BEALRS -

KE—BRIESER
RZZTE—NFE+ZA=+—8" kB8
ARR—BAEF(BE-F—/\F—A
—HERT) ERAEER - TR
REAR-_Z-—NFRAA-_+_HAE
8o

(@ AEEEXEEEABZHH

Group:
| | | |
Eight months
Year ended ended
31 December 31 December
2018 2017
Bz B=E
—E-N\E —T—+F
+=A=+-B +ZA=+—H
LEE HFE
US$'000 US$'000
Txrn Txr
1 Y I
Short term employee benefits % iR B4R A 1,368 910
Post-employment benefits 18 B R KAE R
— defined contribution plans - EFEM G E 67 4
Total compensation paid to IRNTEEEEAEZ
key management personnel rbilaazE 1,435 959

Further details of directors’ emoluments are included
in Note 7 to the financial statements.

EEHME — P BEER M B RAM T -

J

BIRFEEBRAF
B N\FER
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35. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of Group's
financial instruments as at the end of the reporting period
are as follows:

2018

Financial assets

35.

EMIAER
AREZHRERTARBEHNR 2 REE
mF :

=

TREE

Financial asset

Financial at fair value
assets at through
amortised cost profit or loss Total
BATE
REBHMA HPN. t: 4
FTECERMEE CHEE &t
Note US$'000 US$'000 US$'000
fisx TEn TERn TER
I Y I Y Y
Financial asset at fair value BRAFEGFABRZ
through profit or loss CREE 15 - 270 270
Trade receivables e E 5 R 19 8,774 - 8,774
Financial assets included in STABMNRIE - #He Rk
prepayments, deposits and Hin a2
other receivables CREE 20 3,155 - 3,155
Cash and cash equivalents RekHReEEEE 21 17,192 - 17,192
29,121 270 29,391
2017 —E
Financial assets SREE
! | | | | |
Available-
Loans and for-sale
receivables  financial assets Total
EXk AfHE
FEW R IE SREE &t
Note US$'000 Us$000 US$'000
Fisx FET T=r =
| | | | | |
Available-for-sale financial ARHECHEE
assets 15 - 994 994
Trade receivables JEWN B SR Tk 19 8,578 = 8,578
Financial assets included in STABMNRIE - #HE Rk
prepayments, deposits and Hin a2
other receivables CREE 20 4531 = 4,531
Cash and cash equivalents ReERFLEEER 21 13,278 = 13,278
26,387 994 27,381
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35. FINANCIAL INSTRUMENTS BY CATEGORY

(continued)
Financial liabilities

Notes to the Financial Statements
Sl R B 5
31 December 2018
—E-N\EFE+=-A=+—8
35. €RMITEER @

TREE

Financial liabilities
at amortised cost

RBERATE2EHEE
2018 2017
—E-N\E —E—+F
Note Us$'000 US$'000
HizE FEx FET
| | | | |
Trade payables JERTE 5 8RR 22 3,799 5,384
Loan from a former director KE—ZREEER 34(b) 3,856 3,856
Financial liabilities included in FTAERSTER - BiER
accruals, provisions and HAth R FRIEZ
other payables EHEE 23 5,590 6,591
13,245 15,831
36. FAIR VALUE AND FAIR VALUE HIERARCHY 36. ERMTECAFERAFEEL

OF FINANCIAL INSTRUMENTS

The carrying amounts and fair values of the Group's
financial instruments, other than those with carrying
amounts that reasonably approximate to fair values, are as
follows:

Financial assets

AEEEBRTAZEEERAFEGREE
HENFEAEREERINAOT

TRHEE

Carrying amount Fair value
IREE A¥E
2018 2017 2018 2017
—2-N\F “T+F —2-N\F 5
Us$'000 US$'000 US$'000 US$'000
FEx FETT FEx FET
I Y I Y D
Available-for-sale R ESRHEE
financial asset - 994 - 994
Financial asset at fair value 12 A F(EzT ABHZ
through profit or loss SREE 270 = 270 -
Total aEr 270 994 270 994
EFIRHRERMAERAR]
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OF FINANCIAL INSTRUMENTS (continued)
Financial assets (continued)

Management has assessed that the fair values of cash and
cash equivalents, trade receivables, financial assets included
in prepayments, deposits and other receivables, trade
payables, a loan from a former 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 value of the financial asset at fair value through
profit or loss and available-for-sale financial assets are
determined with reference to the observable transaction
prices and the quoted market price.

Fair value hierarchy
The following tables illustrate the fair value measurement
hierarchy of the Group's financial instruments:

Assets measured at fair values:

2018

36. FAIR VALUE AND FAIR VALUE HIERARCHY 36.

SRIAECZAFERAFERHK®

THEE@
EEEMEREMREEFERA - BKES
FRAK - FTATEN R ~ & K E A EUEIR
ZEREE  BNEZEN KA —RAE
EEFULF AR ER  BBEREMEN
REZEMEBEZATFEREKREERS
TEHRRFLAZEENREE

BAVEFABGRZEREERAIHRLES
MEEZAFENR2EANEERFGERT
BREREE -

RFEEEER
TEREINAEEEMTAZAFEFER
A&

BRFEAEZEE:

—B-N\F

! | | ___________|
Fair value measurement using

RANTRERTAVENE

Quoted prices
in active
markets
(Level 1)

RWiEBME
ZHE
(%5-8B)
UsS$'000

Financial asset at fair value N N =
through profit or loss SREE 270

Significant Significant
observable unobservable
inputs inputs
(Level 2) (Level 3) Total
EATBRE  EATAHE
BAE BAE
(8=8) (£=B) &3t
UsS$'000 US$'000 US$'000
TER TER TER

N
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36. FAIR VALUE AND FAIR VALUE HIERARCHY 36. ERMTECZAFERAFEEBR®

OF FINANCIAL INSTRUMENTS (continued)

Financial assets (continued) EREE B
Fair value hierarchy (continued) N-FEETEER (#)
2017 —E—+tF

e e
Fair value measurement using

RENTAREIATENE

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
iNEY IR BEAUEE  EATAHEER
ZHE BAE BAE
(F—8) (F=28) (F=8) CE
US$'000 US$'000 US$'000 US$'000
F£71 F£71 77 7
Y Y [ I N R
Available-for-sale financial assets  AJftHEEBEE 229 765 - 994
During the year/period, there were no transfers of fair FE RN F-ERE By EYEATE
value measurements between Level 1 and Level 2 and no e EE . IEERTYEREEE(—
transfers into or out of Level 3 (2017: Nil). T—F o E) o
The Group did not have any financial liabilities measured R-_E—NER-_ZE—+EFE+-_F=+—
at fair value as at 31 December 2018 and 2017. B AEBVELMIRATEHEZSHE
& o

J
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37. FINANCIAL RISK MANAGEMENT

L

OBJECTIVES AND POLICIES

The Group's principal financial instruments comprise cash
and bank balances. The main purpose of these financial
instruments is to raise finance for the Group's operations.
The Group has various other financial assets and liabilities
such as trade receivables and trade payables, which arise
directly from its operations. It is, and has been throughout
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 instruments
are foreign currency risk, credit risk and liquidity risk. The
board of directors reviews and agrees policies for managing
each of these risks and they are summarised below.

Foreign currency risk

The Company’s functional currency is the US$ and the
functional currencies of the majority of the subsidiaries are
the US$, HK$ and RMB. The Group's transactions, trade
receivables and trade payables are mainly denominated in
these currencies.

As the exchange rate of the US$ and HK$ is pegged,
management considers the foreign exchange risk in this
respect is not significant.

37.

B EEE B ERBUER

AEEETRERMTABRERE RIRTTESR -
ZETRTAZEZEANIAAKERKS
KES - AKENESRAMEREENA
& MEERHAKRELEEL 2 RKE K
REENEZEFRE - REELBEFEAR
—ENWR AEEZBRETEESRTA -

AEEz BT AMELE ERER/INGERE
B FERREABDESER - EFE W
EETEESBER SRR ZHBOR - &lm
o

SNEE L B

ARR 2R RZETT - MAROHBL
A2 ER RET BTRARE - A%
B2zx5 - BEESERRRENESRRE
2L LM EEIIE -

MR TTE RN - MERER/R
75 2 SMNE BRI A EK -
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37. FINANCIAL RISK MANAGEMENT 37. MXEAREREEREER @
OBJECTIVES AND POLICIES (continued)
Foreign currency risk (continued) SRR ()
The Group periodically reviews monetary assets and AEE TR UETRBTTAINEEZS
liabilities held in currencies other than the US$ and HK$ in CEBMEERARBEREARE)  HEEFEEX
particular RMB to ensure that net exposure is kept at an P ERMBEZENAESKE  TEEFE
acceptable level, and will consider hedging significant RZ B RERINERER - TRIITEHER
foreign currency exposure should the need arise. The EHREMBEM I ERZEFTIEZBER
following table demonstrates the sensitivity at the end of T BEREENRBEATHEHEHENALE
the reporting period to a reasonably possible change in BRERIEES ARBERSIEA]EE ) 2
RMB exchange rate, with all other variables held constant, BRE o

of the Group's loss before tax due to changes in the fair
value of monetary assets and liabilities.

2018 2017

—E-N\F —E—+F

Increase/ Increase/ Increase/
(decrease) (decrease) (decrease)

in foreign in loss in loss
currency rate before tax before tax

SMEBE = BRBE AT 5 18 BR iR RS 1R

EFA(FRR) @/ 0Rd) 8 ORd)

% US$'000 US$'000

FEx TET
! | [ | |

If US$ weakens against RMB HZETT L

ARKIE 5 (472) 41
If US$ strengthens against RMB  {i#ZE T %,

AREFE (5) 472 41
The Group has certain investments in foreign operations, AEBRBINEBHEEE TIRE  M%EE
whose net assets are exposed to foreign currency EFETAENECBRERR - A - ARE
translation risk. However, as the net foreign exchange INETE 2 FINERRAEN TEKX - iHAS
exposure of the foreign operations is not significant, the | B Al I HEAE R e L SN LB o

Group does not actively hedge this foreign exchange
exposure.

/
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iy 033



Notes to the Financial Statements
Sl R B 5

31 December 2018
—ZT-N\Ft+=ZRA=+—H

37. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)
Credit risk
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.

Maximum exposure and year-end staging as at 31
December 2018

The table below shows the credit quality and the maximum
exposure to credit risk based on the Group’s credit policy,
which is mainly based on past due information unless other
information is available without undue cost or effort, and
year-end staging classification as at 31 December 2018. The
amounts presented are gross carrying amounts for financial
assets.

37. BEREEBEREE®)

EERR
AEERSHEERAAREERHZE=ZTTR
7 ARBERRREMERAEERRSZ
EFABRBERAEZRER - I KAEER
BERBUWFORGSE  MAKEAT ZIEK
BRI TERX -

R-FE—\F+_H=+—HRARRL
FARIEE

TR ENAKREEERR(RHEER
RBHER  RIFEMENBRNETILE
MRARE ARG NEEEREREE
BRER  MER-_FT-NFt+-_A=+—
BHFERERIE - 2VNEBDRERE
EMRREAE -

Lifetime
12-month ECLs
ECLs (Simplified
(Stage 1) approach)
+=@A 2 HiFE
EHEEER FEEE
(B—PEE&R) (M%)
US$'000 US$'000 US$'000
FEx FEx FEx
I T . Y
Trade receivables TEWE Z R - 8,774 8,774
Financial assets included in STATERFIA - e R
prepayments, deposits and Hh U IE 2
other receivables TRLEE 3,155 - 3,155
Cash and cash equivalents R KA EFHEEE 17,192 - 17,192
20,347 8,774 29,121

N
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37. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Credit risk (continued)

Maximum exposure as at 31 December 2017

The credit risk of the Group's financial assets, which
comprise cash and cash equivalents, an available-for-sale
financial asset, trade receivables, deposits and other
receivables, arises from default of the counterparty, with a
maximum exposure equal to the carrying amounts of
these instruments.

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 31 December 2017, the Group had
a 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,
representing 53.1% 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.

Further quantitative data in respect of the Group's
exposure to credit risk arising from trade receivables are
disclosed in Note 19 to the financial statements.
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MERREERRRBE®

SN LB ()
R-FE—+tF+=A=+—ARAAR
rEESREAE(BERSKASSEER

—HAHEESREE REBEZHRR K
& REMBUIR) ZEERRKEE T T
ERECHR MEARBRERZETIAZ
FREE -

EEEAZIKEIF'\QEE,%EZJT&E RIFZHE=

X5 WBARKERAR - EERARSESR
a/REEl%}E/ﬁEEzﬂﬂE&ﬁ% B RZ
T—tF+-A=1+—8 XEEHREKE
ZFEFEAHETEESETER  RESEK
A REBARIELKAS, 553 OOO%TETE$’§I

FEHKE%EE X53.1% - ARE2REEER
% EEERELRRE M7}<5F PARELR BB

PREVERE T TEDRUE E SR A SR [ B A

BERASEEYE S RI AR EERR
ZE—BECEMRIBRRME 19KE -

/

BIRFEEBRAF

e syt 235



Notes to the Financial Statements
B ERER M E

31 December 2018
—ZT-N\Ft+=ZRA=+—H

37. 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:

37. BEREEBEREE®)

AEEZBEREADMBRITEE
SREMREREE Mg T -

AEBRHREMRRIBC ATOIRRN RS
BB ERHBERAT

Within one year

—F R

2018 2017

—E-N\F —T—tF

US$'000 Us$'000

FTER FTEr
| | | |

Trade payables JETE 5 BR K 3,799 5,384

Loan from a former director RE—BAEZER 3,856 3,856

Financial liabilities included in accruals, st AJEZI &R - #E R
provision and other payables HEMENFIBEz 2B E 5,590 5,186
13,245 14,426

At 31 December 2018, the utilised banking facilities of
US$77,000 (2017: US$741,000) 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.

N

NRZEBE—NF+-—A=1+—8 BFHEBEA
RZBEBHETEE77000ET( T —+
& : 741,000 70) (AR R ABR L RRITIZ
HIER) BREREE -

EXER

AEEERNEEZTRR R ABARARERE
B ENEIRIBREARL R  UXIFH
EBLRBERSBREE -
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37.

38.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Capital management (continued)

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 year ended 31 December
2018 and the eight months ended 31 December 2017.

Capital of the Group comprises all components of
shareholders’ equity.

EVENTS AFTER THE REPORTING PERIOD
Close of Money Lending Business

There has been no loan granted or no new borrower for
the money lending business since July 2017. The Directors
considered that it would be advantageous from the
resource allocation perspective of the Group to close the
non-core money lending business. The close of the money
lending business would not have any material adverse
effect on the business, operations or financial position of
the Group.

Termination of Framework Agreement in relation
to the Possible Investment in a TV Drama
Reference is made to the announcement of the Company
on 24 December 2017 in relation to the framework
agreement (the “Framework Agreement”) entered into
between Huoerguosi Hanbo Culture Industry Limited* (&
RRETH A ERBRIDFMRAF]) (the “Producer”) and
the Group in relation to the possible cooperation in the
production of a TV drama series.

The Group would focus on its two core business activities
and would not proceed with the Framework Agreement.
Both the Producer and the Group have been released
from all obligations under the Framework Agreement. It
would not have any material adverse effect on the
business, operations or financial position of the Group.

*  For identification purpose only
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37. BBEREEBEREE®)

BEAREEH)
AEERABEBERRNESEIRERAEE AN
o BERNAERERNERE  ANEBAAEH
BHREIRMNZKRE - MBRRREE AL
THR - EEEBREACBE BERSER
REBEE-_Z-N\F+-A=+—"BILEFER
HE_ZT—t&F+-_A=+—81ENEAH%
) o

AEBERNBREBRER ZFARD °

BEHERED

EREREK

B-ZE—tFLAR BEXEBAECRD
ZERIHERA - BEERR - RERDE
MAERE  ARBERIFROEREBE
REN - BREFEBL T EHAKENE
1%« BEIFHANREXEMERIMEE -

38.

RIEERATRIRESHBINWER R

BERAARBABEHR_FT—tF 1+ A
“tTmMAZAM  ARBRERRITNSAX
EEEBRNERAR ([RAF]) EAKEET
VBRI REEEREEREEB 2 ER W5
(MEZRHE]) -

AEBBTIRETARO LB EDETE
B EHITIER i - WA T RARES B
BERBRET2AEES - ATRYA
EENLH  BERMBRUERETEA
FHEPE -

* (BT
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39. STATEMENT OF FINANCIAL POSITION OF 39. AR\ 2 MR R T
THE COMPANY

2018 2017
—E-N\F —T—tF
US$'000 US$'000
FEx F=7T
[
NON-CURRENT ASSETS FREBEE
Interests in subsidiaries B AT 2z 20,026 130,429
CURRENT ASSETS REEE
Prepayments, deposits and TENHKIE - 'e R
other receivables H b e W FRIA 32 2
Cash and cash equivalents ReRkReEMEIER 427 1,668
Due from a subsidiary JE U — B JB A ) 4,482 -
Total current assets mENEEAE 4,941 1,670
CURRENT LIABILITIES REEE
Accruals EErEA 11 281
Loan from a former director RKE—BAIEZER 3,856 -
Total current liabilities mEN A EEE 3,967 281
NET CURRENT ASSETS REBEEFHE 974 1,389
TOTAL ASSETS LESS CURRENT EEABRRBEE
LIABILITIES 21,000 131,818
NON-CURRENT LIABILITY kRBERE
Loan from a former director KE—EBHES=ER - 3,856
NET ASSETS EEFEE 21,000 127,962
EQUITY s
Share capital A& 2R 20,128 20,128
Reserves (Note) & (M) 872 107,834
TOTAL EQUITY RSB 21,000 127,962

HO Chi Kin {aJ2{E&
Director %

N

WONG Hing Lin, Dennis ZEF
Director& %
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39. STATEMENT OF FINANCIAL POSITION OF
THE COMPANY (continued)
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39. AR T ZHBARR T @)

Note: Bt st
A summary of Company's reserves is as follows: RARIZHEEHEENT ¢
! | | ! | /| | |
Share Capital
Share option redemption Contributed Accumulated
premium reserve reserve surplus* losses Total
IR EAWE
R EE =1 #E BARR RER @t
Note US$'000 US$'000 US$'000 US$'000 US$'000 US$'000
LiFs Txn TEn R TER TER TEn
I I [ R I N— N N
At 1 May 2017 R=Z—+FhA—H 19,242 212 48 9,883 (400) 28,985
Total comprehensive loss BE2AEFRESR
for the period - - - - (55,412) (55,412
Acquisitions of subsidiaries WEEHTB AR 28 134,167 = = = = 134,167
Equity-settled share option VARG 5 2 BE AR 2
arrangement 27 - 94 - - - 94
At 31 December 2017 RZZE—tF+=A=+— 153,409 306 48 9,883 (55,812) 107,834
At 1 January 2018 R=Z—/\&—H—H 153,409 306 48 9,883 (55,812) 107,834
Total comprehensive loss FREABBAR
for the year - - - - (107,079) (107,079)
Equity-settled share option VARG 7 2 BE AR &
arrangement 27 - 117 - - - 117
Share options lapsed FRABRMERRE
during the year 27 - (423) - - 423 -
At 31 December 2018 R-B-NF+=A=+—-H 153,409 - 48 9,883 (162,468) 872

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 (i) it is, or would after the payment be unable to pay its
liabilities as they become due or (ii) 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.

* ARA 2 BHBSKERBEAMEIENE QR
D2 A HEBEAR B ARIEMET 2N EE
ZEH -BEARE-NAN-FARE AQF
ZEMBHBEKEE RO TEERAA o A -
RARETIERTEREHB BT ERRIKAT
BEHERDIK : (VKN REEXNEHZEE
HNHEBEZAERBEINEAEREETR
ARIAR A s (B 2 #E %R ©

)

BHRFEEBRAT
B N\FER
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40. INFORMATION ABOUT PRINCIPAL 40. FEHBARER

SUBSIDIARIES

! ! ___________! ____________| ___________________|
Percentage of

Nominal value equity attributable
of issued and to the Company
fully paid N
Place of incorporation/  ordinary share/ EhRERSL
Name registration and business  registered capital Direct  Indirect Principal activities
BRTRAR
ST EER
A% TR HEMEXREE & BE TEER

Benchmark Profits Limited* British Virgin Islands Us$1 - 100 Investment holding
RBERAREES EH REZR

Daohe Capital Limited Hong Kong HK$1 100 - Investment holding

BNEARERAR EE 1T REZR

Daohe Management Limited Hong Kong HK$1 100 - Management services

BHNERBRAR EE 187 ERRS

Ever Eagle Limited* British Virgin Islands Us$1 - 100  Investment holding
EREAREHE (e REER

Glory Sino Limited British Virgin Islands US$1 100 - Investment holding
ERERREE (v REER

Golden Rules Enterprises Limited Hong Kong HK$1 - 100 Investment holding

BEERAR ; 187 REZR

IGCS Group Limited* British Virgin Islands US$1 - 100 Investment holding
ERERAREES 157 REZR

International Laboratory Services Limited Hong Kong HK$1 - 100  Provision of laboratory services

BRRERBERAR 7 18T Rt R

Leyi Science and Technology Co. Ltd.**  People’s Republic of China  RMB10,000,000 - 100  Software and information

RITEERBEERAR EAREAE AR#10,000,0007T technology services and

development
YA BRI RIS SRR %

Linmark Agency (BVI) Limited* British Virgin Islands US$50,000 - 100 Investment holding
ERERAREES 50,000% 7T REZR

Linmark Agency (Hong Kong) Limited Hong Kong HK$10,000 - 100 Procurement agent

; 10,0005 7T RERE

Linmark Development (BVI) Limited British Virgin Islands US$1 - 100  Procurement agent
EBERAREES 1% RERRE

Linmark Holdings Limited* British Virgin Islands US$1 100 - Investment holding
EREAREE (s REER

Linmark (HK) Limited Hong Kong HK$2 - 100 Investment holding,

ME(FE)BRAA 9 25T procurement agent and

trading of merchandise
REER HERERERES

Linmark International (Bangladesh) Ltd.*  Bangladesh Taka4,120,000 = 100 Procurement agent
ik 4,120,0005 RERE

Linmark International (Hong Kong) Hong Kong HK$200,000 - 100  Investment holding and

Limited B 200,000/ 7T procurement agent

HEEIR () AR

REERRRERE
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40. INFORMATION ABOUT PRINCIPAL 40. T EMBELATER @
SUBSIDIARIES (continued)

.| | | | ____________________|
Percentage of

Nominal value equity attributable
of issued and to the Company
fully paid N
Place of incorporation/ ordinary share/ EERES DT
Name registration and business  registered capital Direct  Indirect Principal activities
BRTRAR
S EER
A% TR HEMEXREE B BE TEXH
1 [ Y
Linmark Merchandise Consultancy People’s Republic of China  RMB1,500,000 - 100  Provision of marketing consultancy
(Shenzhen) Limited* "4 FEARLAE AR ¥ 1,500,000 7T and product development
MEREmESFH R services
BRARM RETSEERARERBERSE
Linmark Westman Investments Limited*  British Virgin Islands US$11 - 100  Investment holding
RBERAREES NET REZR
Loovee Holdings Inc* Cayman Islands US$160 - 100  Investment holding
akedids 160%7T REER
Loovee (Hong Kong) Holdings Limited*  Hong Kong HK$1 - 100  Investment holding
LERERRBR AR BE 18T REZR
Loovee Science and Technology People's Republic of China  RMB12,500,000 = 100 Investment holding and
Development Co. Ltd.*34 FE AR LAE AR 12,500,000 development and operation of
R TEERBERERR AR online social platforms
REERRFER
BERLERTA
Loovee Science and Technology People's Republic of China RMB1,000,000 - 100  Investment holding
(Shenzhen) Co., Limited* PEARLME AR #1,000,0007C BERR
(“Shenzhen Loovee™)*
SRR (R ERAT
(MM )
Power Path Limited* Hong Kong HK$1 100 - Provision of secretarial and
o UNGIR EE 1A nominees services to the
fellow subsidiaries
RAZMBEDRAREWE R
B AR
Shenzhen Leyi Cultural People's Republic of China RMB1,000,000 - 100  Production and distribution
Communication Co. Ltd.** i ARLEAE AR 1,000,0007T of film and television and
FYTLE L EBFR AR related activities
RERBTEYRERES
HERER
Shenzhen Loovee Information Services ~ People’s Republic of China  RMB1,000,000 - 51 Technology services and
Co. Ltd*2 hEARLME AR%1,000,0007C development, operation of
RYITERERE SREBR A E? Ecommerce business and
advertising business
RifiRBARE  KEETEB
HESRG
Tamarind Interational Holdings British Virgin Islands US$1 - 100 Investment holding
Limited* ERERREE 157 REER
Tamarind Interational Limited Hong Kong HK$1 - 100  Investment holding and
; 18T trading of merchandise
REZREEME S
Tamarind Trading (Shanghai) People's Republic of China  RMB5,500,000 - 100 Procurement agent and
Limited* 4 FE AR EAE AR 5,500,000 7T trading of merchandise
AEHBS (L8 ERAR " REAELRARES

/
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40. INFORMATION ABOUT PRINCIPAL

N

40. TEMBLATER @)
SUBSIDIARIES (continued)

! ! ___________! ____________| ___________________|
Percentage of

Nominal value equity attributable
of issued and to the Company
fully paid AN
Place of incorporation/ ~ ordinary share/ EERERAL
Name registration and business  registered capital Direct  Indirect Principal activities
BRTRAR
BT EER
&% ARG HAMEXEE EE BE IEER
| | | | |
Tingo Consulting Company Limited Hong Kong HK$1 - 100 Money lending business
RELERABRAR 9 1% ERER
Trend Xpress, Inc.* British Virgin Islands US$1 - 100 Investment holding and provision of
EEERRES 1% market trend consultancy services
REERREETSHR
BB
Trend Xpress Limited Hong Kong HK$2 - 100 Provision of market trend
BrRAERAA Bk 287 consultancy services
RETIH AR ERHARS
Westman Linmark (Thailand) Ltd. Thailand Ordinary shares - 100 Procurement agent
ZE Baht 5,880,000 and RERRE
preference shares
Baht 6,120,000
TRk
5,880,000 &k
REER
6,120,000 54k
Westman (Singapore) Private Singapore $$200,000 - 100 Procurement agent
Limited IR 200,000 %7 113 7T REBAE
* For identification purpose only * (E s
1 The companies were registered as wholly-foreign-owned 1 ZENTIRERBRERTMAINEBERYE -

enterprises under the laws of the PRC.

The company was a newly incorporated liability company under the
laws of the PRC on 7 September 2018.

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.

The companies were not audited by Ernst & Young Hong Kong or
another member firm of the Ernst & Young global network.

FZRABR_E—N\FAALBREBEHBUEERH
AR 2 BRAR ©

LERIE ARBREERR I ZAR AR A
NERBZMEBBLE =R %RER ([VIERRE
BN - RRFZEEHB R RILHERY| - %
MR RVEREREGACIT IS TEESLN
BIBR M ARG EHECEHE  BX
BEE G REGHHRE BEZIE  £#
BRI K B 4B A (1 (5578 [VIEB#]) » VIEA KR
A R)E BRI B s I MR o

ZERAREEB LK G E KL KE R
BB E MK B RAIER o
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40. INFORMATION ABOUT PRINCIPAL

41.

SUBSIDIARIES (continued)

The above table lists the subsidiaries of the Company
which, in the opinion of the directors, principally affected
the results for the year or formed a substantial portion of
the net assets of the Group. 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 26 March 2019.

Notes to the Financial Statements

40. T EMBELATER @

41.

A5 R R BT o

31 December 2018
- \E+=-_HA=+—8”

EREVNESRATIBFEAFREXEIRE
RAKEEEFEERTD 2 AR AE K
BRA] - BEFERA WHINEMBHEARZ
EReEAEERBRITE

BER B R
EZgCRN_FT-NF=ZA-t BHER
RIERMMBEE -

J
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Five-Year Financial Summary

IFMHEHE

RESULTS E 5
I T T T T
Eight months Year
Year ended Year ended Year ended ended ended
30 April 30 April 30April 31 December 31 December
2015 2016 2017 2017 2018
“E-1F ZE-F ZE-tf  ZEtf “B-)\%
MA=+A mA=+H MA=+H +ZA=+-B +=BA=1-H
JI%:35; IHFE I35 IEAEA LEE
US$'000 US$'000 US$'000 US$'000 US$'000
T TEx TE T¥£x FEL
(Restated) (Restated) (Restated)

(ms5) (m=7) (Fm&5)
|l | ] ] ] | |
REVENUE Wz 97872 94,053 90,470 78,527 107,513
Cost of sales HEMA (72,879) (71,024) (68,851) (60,282) (79,799)
Gross profit ESy 24,993 23,029 21,619 18,245 21,714
Other income EfA 977 639 272 534 816
Selling and marketing expenses BERMEEERY = = = (8,638) (12,196)
General and administrative expenses —RRITHES (23,292) (22,285) (20910) (14,931) (20,845)
Expenses in relation to —BRENESEL

a proposed acquisition X - - (638) - -
Gain on disposal of subsidiaries HERBAGR M - - 62 = 7
Gain on dissolution of a subsidiary BE-ZNE LR e = - - - 8
Loss on dissolution of a subsidiary RE—FHBARZER - ) - - -
Impairment losses on goodwil EEERE = (887) = (73,098) (66,496)
Impairment losses on other intangible assets Z A1 & B EREFE = = = = (21,747)
Operating profit/(loss) mEEH/ (B8) 2678 a 405 (77,888) (92,739)
Bank interest income FITHBRA 7 14 16 9 30
Share of loss of a joint venture Eh-ZaeRRER - - - (1) (1)
Profit/(loss) before tax BHANER,/ (B8) 2685 505 421 (77,880) (92,710)
Income tax (expense)/credit MER (RS /% (1,009) (1,18) (167) 1,690 8,536
Profit/(loss) for the year/period R /HRET/(B8) 1676 (613) 254 (76,190) (84,174)
Profit/(loss) for the year/period THALEEEE/

attributable to: R/ (518 -

Owners of the Company KARIEEA 1,676 (560) 290 (76,187) (84,160)

Non-controlling interests JEERE S - (53) (36) 3 (14)
Dividends RE 1,069 681 626 = -
Earnings/(loss) per share (US cents) BRERN/(58)(F)

Basic* HEAx 0.16 (0.05) 0.03 (5.24) (5.58)

Diluted* g 0.16 (0.05) 0.03 (5.24) (5.58)
* Earnings per share for the years ended 30 April 2015, 2016 and 2017 have ~ * HEZZ—AF —ZT—R"FE-ZE—+tFMHA=1H

LHEEZERABFNERARTBE-T—tF/\A+HE
ERZBHIFANTEELRAE -

been adjusted for the effect of the Share Subdivision of the Company with
effect from 10 August 2017.
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Five-Year Financial Summary

ASSETS AND LIABILITIES EEREE

DFMBHE

At 30 April At 31 December

REA=ZTA BWt=A=t-H
2015 2016 2017 2017 2018
—Z-h% ZE-RF —E+tF ZE—tF “E-N\E
US$'000 US$'000 US§'000 US$'000 US$'000
TEn TEL TEL TEr TEn

| | | | | | |
Non-current assets FREgEE 26,773 21,522 29,767 124,290 19,823
Current assets REBE 24,585 32,358 29,599 21,329 30,644
Total assets EEEE 51,358 59,880 59,366 151,619 50,467
Current liabilities AR (17,961) (18,424) (16,925) (20,734) (19,414)
Non-current liabilities FnBEE (809) (512) (1,781) (19,394) (6,451)
Total liabilities REER (18,770) (18,936) (18,706) (40,128) (25,865)
Net assets EEFE 32,588 40944 40,660 111,491 24,602
J



Corporate Information
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NON-EXECUTIVE DIRECTOR
ZHOU Xijian (Chairman)

EXECUTIVE DIRECTORS
WONG Hing Lin, Dennis (Chief Executive Officer and President)
HO Chi Kin (Chief Financial Officer)

INDEPENDENT NON-EXECUTIVE DIRECTORS
WANG Arthur Minshiang

LAU Shu Yan

ZHANG Huijun

EXECUTIVE COMMITTEE
WONG Hing Lin, Dennis (Chairman of the Committee)
HO Chi Kin

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

ZHANG Huijun

NOMINATION COMMITTEE
ZHOU Xijian (Chairman of the Committee)
WANG Arthur Minshiang

ZHANG Huijun
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HO Chi Kin
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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
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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Hamilton HM 11, Bermuda
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Conyers Corporate Services (Bermuda) Limited
Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda
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Shareholder Information

AR A

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

Trading Currency  :  HK$

FINANCIAL CALENDAR

31 December 2018
26 March 2019

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

28-31 May 2019
31 May 2019
end of August 2019*

* subject to change

FINAL DIVIDEND

The Board does not recommend the payment of any final dividend in respect
of the year ended 31 December 2018.

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 Tuesday, 28 May 2019 to Friday, 31 May 2019, 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 Monday, 27 May 2019.

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
Daohe Global Group Limited
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Daohe Global Group Limited
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Suites 1908-12, 19/F, Shui On Centre,
6-8 Harbour Road, Wanchai, Hong Kong
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Tel BEE 1 (852) 3692 2988
Fax {25 :(852) 3692 2931
Website #8134 : www.daoheglobal.com.hk
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