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IMPORTANT NOTICE

CHARACTERISTICS OF GEM OF THE STOCK EXCHANGE OF HONG KONG LIMITED
(THE “STOCK EXCHANGE”)

GEM has been positioned as a market designed to accommodate small and mid-sized companies to which
a higher investment risk may be attached than other companies listed on the Stock Exchange. Prospective
investors should be aware of the potential risks of investing in such companies and should make the decision to
invest only after due and careful consideration.

Given that the companies listed on GEM are generally small and mid-sized companies, there is a risk that
securities traded on GEM may be more susceptible to high market volatility than securities traded on the Main
Board of the Stock Exchange and no assurance is given that there will be a liquid market in the securities traded
on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no responsibility for the contents of this
report, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever
for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of Heng Xin China Holdings Limited (the “Company”)
collectively and individually accept full responsibility, includes particulars given in compliance with the Rules
Governing the Listing of Securities on GEM of the Stock Exchange (the “GEM Listing Rules”) for the purpose of
giving information with regard to the Company. The Directors, having made all reasonable enquiries, confirm that
to the best of their knowledge and belief the information contained in this report is accurate and complete in all
material respects and not misleading or deceptive, and there are no other matters the omission of which would
make any statement herein or this report misleading.
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CORPORATE INFORMATION
DNEEHR

BOARD OF DIRECTORS

Executive Directors

Tan Sri Dato’ Lim Tong Yong (Chairman)

Mr. Chen Rongbin (Vice Chairman and Chief Executive Officer)
Mr. Gao Yang

Mr. Yuan Gonglin

Independent Non-executive Directors

Mr. Xu Haiou
Mr. Chau Sen Chung

COMPANY SECRETARY

Mr. Tse Kam Fai, FCIS, FCS, HKloD
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Mr. Xu Haiou
Mr. Chau Sen Chung
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REMUNERATION COMMITTEE
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DNEEHR

HONG KONG BRANCH SHARE REGISTRAR

Union Registrars Limited

Suites 3301-04, 33/F.

Two Chinachem Exchange Square
338 King’s Road, North Point
Hong Kong

PRINCIPAL BANKERS

Bank of China
1 Garden Road, Hong Kong

OCBC Wing Hang Bank Limited
161 Queen’s Road Central, Hong Kong

AUDITOR

ZHONGHUI ANDA CPA Limited
Unit 701, 7/F., Citicorp Centre
18 Whitfield Road

Causeway Bay

Hong Kong

LEGAL ADVISOR

MinterEllison
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CORPORATE CHART
NREREBE

BERBEZERERAR ([ARA] - ERENE
REGHEIAER DR _ZZ_FAANAR
BARE-NN—FRDE (BB RERE
MR RERRERAE - ARFRS (1A
)BT ZE=FWA+NBENGEM L -
TERARARIREIZMBARBEARSEH
H2 AEIREE :

Heng Xin China Holdings Limited (the “Company”, together with its
subsidiaries, the “Group”) was incorporated as an exempted company
with limited liability in Bermuda on 9 September 2002 under the
Companies Act 1981 of Bermuda (as amended). The Company’s shares
(the “Shares”) were listed on GEM since 16 April 2003. The following is a
corporate chart of the Company and its principal subsidiaries up to the

date of this report:

HENG XIN CHINA
HOLDINGS LIMITED
(BERMUDA)

ERTEZERER AT
(B&RE)

SHENZHEN
ZHONGZESAIEN
TECHNOLOGY CO.,LTD

100%

HENG XIN
MANAGEMENT LIMITED
(HK)

EEERERAR
(F#)

100%

HONG KONG HENG XIN
MANAGEMENT LIMITED
BEWING
REPRESENTATIVE OFFICE
(PRC)

BEIJING CHAMPION
MAXIUMIC
TECHNOLOGY CO., LTD

(PRC)

100%

CHINA CHAMPION
DEVELOPMENT
LIMITED
(HK)

TERRARLT
(&%)

SHENZHEN CHAMPION
MAXIUMIC GROUP
co.,LTD
(PRC)

RYIPEREEEERAT
(hE)

100%

HEBEI CHAMPION
MAXIUMIC
TECHNOLOGIES CO., LTD
(PRC)

SHENZHEN CHAMPION
MAXIUMIC GROUP
CO., LTD ANHUI BRANCH
(PRC)

g3

100%

HUZHOU MINGXIN
MICRO-ELECTRONIC

100%

PERFECT CAPITAL
GLOBAL LIMITED
(BVI)

JTI SECURITIES LIMITED

EEERESFRAR
(&#8)

BEWING YAAO BOSHI
TECHNOLOGY LIMITED
(PRC)

100%

WEALTH CROWN
INVESTMENTS LIMITED
(HK)

HIBERBARLF
(&F#)

100%

BEIJING KAIQIAO
LISHENG
TECHNOLOGY CO., LTD
(PRC)

AL RUE L B
HRAAF
(R E)

ZHONG KUANG JING ZI
INVESTMENT CO., LTD

LIJIANG XINLEI MINING
DEVELOPMENT CO., LTD

100%

JOYOUS RAISE
INVESTMENTS LIMITED
(BVI)

B EFRAF
(KBAERRES)

8.55%

QINGDAO GUOJIN
PRECIOUS METAL
EXCHANGE CENTRE
COMPANY LIMITED
(PRC)
HRESREBLS A
BHERAT
(E)

2017 555 BEEPRZERERAT
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWNR M

FINANCIAL REVIEW

For the year ended 31 December 2017, the Group recorded a
consolidated revenue from continuing operations of approximately
HK$20.2 million (revenue from continued operations was approximately
HK$81.2 million for the year ended 31 December 2016), no consolidated
revenue was generated from discontinued operations for the years
ended 31 December 2016 and 2017. Loss attributable to owners of the
Company was approximately HK$55 million, as compared to the loss
attributable to the owners of approximately HK$53.8 million for the year
ended 31 December 2016. Basic loss per share (including discontinued
operations) was approximately HKO.66 cent for the year ended 31
December 2017, as compared to basic loss per share of HKO0.70 cent
(including discontinued operations) for the year ended 31 December
2016.

Revenue

During the year ended 31 December 2017, the revenue of the Group
was principally derived from the following business segments:

(i) Digital cable television business

The revenue for the year ended 31 December 2017 generated from
digital cable television business amount to approximately HK$11.1
million (2016: approximately HK$17.6 million) or approximately
55% (2016: approximately 22%) of the total revenue, representing
operational revenue from basic subscription and other value-added

technology and sales of digital cable television business related
products.

Heng Xin China Holdings Limited Annual Report 2017
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MANAGEMENT DISCUSSION AND ANALYSIS
BEER R DT

(ii)

(iii)

(iv)

Wireless digital television value-added services business

No revenue was generated from wireless digital television value-
added services business for the year ended 31 December 2017
(2016: approximately HK$61.5 million or approximately 76%
of the total revenue). A cooperation agreement was entered
into between the Group and Beijing Qian Tai Bao Xiang Capital
Investment Services Co., Ltd. (“Beijing Qian Tai”) (formerly known
as Beijing Huaxia Innomedia Technology Co., Ltd), in 2011 for the
operation and development of advertising business and value-
added services of the digital mobile television project and 60,000
electronic displays in Hebei province for 11 years. During the year
of 2016, due to the absence of satisfactory progress of the project,
the Group’s cooperation with Beijing Qian Tai was terminated.
As a result of the termination of the cooperation with Beijing
Qian Tai, the remaining unamortized cooperation development
fee of RMB52,315,000 (equivalent to HK$61,547,000) has been
recognized during the year of 2016.

Wireless digital audio integrated circuits

No revenue was generated from this segment for the year ended
31 December 2017 (2016: approximately HK$2.1 million or
approximately 3% of the total revenue).

Securities brokerage business

The revenue for the year ended 31 December 2017 generated
from the securities brokerage business amounted to approximately
HK$9.1 million or approximately 45% of the total revenue. There
is no comparative figures as the business was newly introduced
to the Group at the end of the first quarter of 2017 and had
contributed revenue since the second quarter of 2017.

Gross Profit Margin

Gross profit margin of the Group for the year ended 31 December 2017

was approximately 84% (2016: 87%), excluding the newly introduced

securities brokerage business, the gross profit margin for the year ended

31 December 2017 was approximately 71%. The decrease in gross profit

margin was due to the revenue recognised from wireless digital television

value-added services business for the year ended 31 December 2016 as

mentioned above did not occur for the year ended 31 December 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEER R DT

Other Income

Other income amounted to approximately HK$2.4 million (2016:
approximately HK$63.2 million), which of approximately HK$2.4 million
(2016: approximately HK$38.2 million) from continuing operations which
included bank interest income, reversal of provision on trade receivable,
rental income, waiver of trade payables and other payable during the
year.

Administrative and Operating Expenses

Administrative and operating expenses were approximately HK$50.1
million for the year ended 31 December 2017, compared to
approximately HK$82.1 million for the year ended 31 December 2016.

Impairment losses

Impairment losses on property, plant and equipment

At the end of the reporting period, the Group determined to provide the
impairment losses on the property, plant and equipment from continuing
operations of approximately HK$20.1 million (2016: approximately
HK$12.6 million). The property, plant and equipment was acquired by
subsidiaries in the People’s Republic of China (the “PRC”) which the
Directors believe that they were probably not applicable and could
hardly generate future stream of income. After reviewing the recoverable
amounts of these property, plant and equipment, the Group determined
to provide such impairment to reflect the ability of generating future
income flow.

Impairment losses on intangible assets
After reviewing the recoverable amount of the digital cable television
business, the Group determined to provide impairment losses on the

intangible assets of HK$3.2 million (2016: HK$16.5 million). The Directors
believe that these assets could hardly generate future stream of income.

8 Heng Xin China Holdings Limited Annual Report 2017
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MANAGEMENT DISCUSSION AND ANALYSIS

BEER R DT

Finance costs

Finance costs amounted to approximately HK$0.5 million (2016: HK$7.0
million), of which approximately HK$0.5 million (2016: HK$1.4 million)
represented interest expenses on other loans.

Property, plant and equipment

As at 31 December 2017, the carrying amount of property, plant and
equipment of the Group amounted to approximately HK$0.7 million (2016:
HK$20.3 million), represent a decrease of 97% compared to last year.
The decrease was mainly due to the provision of impairment losses of
approximately HK$20.1 million (2016: HK$12.6 million) after reviewing
the recoverable amounts of those property, plant and equipment.

Intangible assets

Intangible assets amounted to approximately HK$5.4 million representing
a decrease of approximately 34% compared to approximately HK$8.2
million as at 31 December 2016. Details please refer to impairment
losses on intangible assets above.

Goodwill

As at 31 December 2017, goodwill of approximately HK$6.5 million
arose from the acquisition of the entire equity interest of JTI securities
Limited (“JTI Securities”) on 23 March 2017. No impairment loss related
to the Group’s securities brokerage business was provided during the
year. There was no goodwill as at 31 December 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWNR M

Trade receivables

Total trade receivables (net of allowance for doubtful debts) amounted to
approximately HK$75.4 million, representing an increase of approximately
110% compared to approximately HK$35.9 million as at 31 December
2016. The increase is mainly due to the consolidated accounts of the JTI
Securities for the year ended 31 December 2017.

Prepayments, deposits and other receivables

Prepayments, deposits and other receivables amounted to approximately
HK$5 million as at 31 December 2017, representing an increase of
approximately 65% when compared to approximately HK$3.1 million as
at 31 December 2016. As at 31 December 2017, prepayments, deposits
and other receivables were not further impaired.

Trade payables

Trade payables amounted to approximately HK$231.3 million as at 31
December 2017, representing an increase of approximately HK$209.8
million or 973% when compared to approximately HK$21.5 million as
at 31 December 2016. The increase was mainly due to the result of
consolidation of securities brokerage business for the year ended 31
December 2017.

Other payables and accruals

Other payables and accruals amounted to approximately HK$29.6 million
as at 31 December 2017, representing an increase of approximately 36%
when compared to approximately HK$21.7 million as at 31 December
2016. The increase in other payables and accruals was mainly due to an
increase in accrued legal and professional fee.

Heng Xin China Holdings Limited Annual Report 2017
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MANAGEMENT DISCUSSION AND ANALYSIS

BEER R DT

The Group

The Group recorded a loss in its overall results for the years ended 31
December 2017 and 2016. In response to the market structure and
based on the overall plan of the Group, the Group may determine to
discontinue some sectors of operations and will focus and invest its
resources in the existing business and the acquisition of new business.

BUSINESS REVIEW

Digital cable television business

During the year of 2017, Beijing Yaao Boshi Technology Limited* (“Beijing
Yaao”) had co-operated with local television stations of Xinji, Dongguang
and Qing County in Hebei Province to develop the cable television
network that covers the three counties. The digital transformation
scheme had been implemented for the cable television subscribers in the
said three counties.

The Group’s digital cable television business suffered from the
global trend of viewers to switch from traditional cable, satellite and
broadcasting televisions to internet protocol televisions (IPTV), over-
the-top (OTT) and mobile video stream apps. A significant contributor
of this segment’s revenue was the initial installation fee charged to new
customers. Due to the changing consumer pattern, consumers are
swapping from cable television to new media rather than the other way
round, causing a decrease in the new installation fee charged by the
segment.

Due to the changing consumer pattern and a continuous segment loss
resulted from the digital cable television business, the Group decided
to undergo a business restructuring involving (i) diminishing the digital
cable television business, (i) laying off the redundant employees of the
digital cable television business and (i) reducing other expenses after
diminishing of operations.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWNR M

Wireless digital television value-added services
business

The Group’s wireless digital television value-added services business
was essentially the Group’s previous cooperation with Beijing Qian Tai for
the development and operation of wireless digital mobile television and
advertisement display panels in Hebei Province, China. The media and
advertising industry of China was changing rapidly in the past few years.
As the result of absence of satisfactory progress of the project, the above
cooperation was terminated and the remaining unamortized cooperation
development fee was already recorded as one-off recognition in the
Group’s accounts for the year ended 31 December 2016. No further
revenue was recorded after the ceasing of cooperation.

Wireless digital integrated circuits business

The wireless digital integrated circuits business of the Group is primarily
engaged in the manufacturing, trading, sales and distribution of wireless
electronic modules in China, notably bluetooth chips, integrated circuits
and electronic signal receivers. In order to diversify the Company’s
business scope and broaden its income base, the management
decided to develop a new business model by utilizing and incorporating
its existing technology into the design of products for the potential
customers on an original design manufacturing (“ODM”).

Similar to the traditional ODM business model, the Group design,
develop and sells integrated circuits (“ICs”), modules and devices in
connection with the deployment and upgrades of systems by electronic
products manufacturer in China. Currently, the major products of the
Group, being the wireless WIFI modules, are designed to function as
a component of laptops/desktops/MIDs and other wireless devices to
implement the wireless network function. As at the date of this report,
secured sales orders for ICs modules has been obtained. It is expected
that significant turnover can be recorded in the near future.

Heng Xin China Holdings Limited Annual Report 2017

BRE W EREEIRE R

REBZESBNEREERTES 25
REEBARIERAHRFESIEERBEITILE R

EERGRDHNERMNESERRRE - F
BFEERESTETRESFEREE - AR

HAEENE . ERSFEEERILE - SR TIRE
W AIFRBEERENEBE—Z—R"F+_A
=t HLEFEA-REBRRTARREEA

iR o RIFATFRARBEGHES -

BREW O R

AEEEEBUTHEFEERTEEEHRZ

BFREZEE P HERSH LHE
BF@K - A RETERERE - AEAL

AZEXBHREZ T RIBRAE W ARRE - B2
EREHERRABE(TODM]) FHBEB AR
MAKERERMBASEEEPETHNEM
Rat - AR EBR

BRI ODM EBIEN AL - AEBHTHEF
EmBEERT  FAREREEEERSRRER
Rz GRTER])  RERRME - B K
SEFZERAIEKWFIEAR) RT 2R

ERBREAEN AAEN BB EBMBERE
KMEMBEITEGBENE 2 BRRE AN

E’\‘Kﬁ&iﬂﬁﬁ A BRARBSHERTE - 18
HIZEHENTAR KRS EANERE -



MANAGEMENT DISCUSSION AND ANALYSIS

BEENWNR M

Securities brokerage business

On 23 March 2017, Perfect Capital Global Limited (“Perfect Capital”),
an indirect wholly-owned subsidiary of the Company, completed the
acquisition of the entire equity interest of JTI Securities. JTI Securities is
principally engaged in securities brokerage business and is a licensed
corporation under the Securities and Futures Ordinance (Chapter 571 of
the Laws of Hong Kong) (“SFQ”) to carry out Type 1 (dealing in securities)
regulated activities. JTI Securities is also a China Connect Exchange
Participant and a Hong Kong Stock Exchange Participant.

Following completion of the acquisition, the Group officially launched
the marketing campaign of our securities brokerage segment in the
second quarter of 2017. With our marketing efforts, the segment saw a
promising growth in terms of customer base, portfolio size, commission
charges and profitability from June 2017 onwards. With the improved
investors’ sentiment and increased trading turnover of Hong Kong stock
market since the second quarter of 2017, the Group is optimistic with the
growth of our securities brokerage business. The Group is now exploring
possibilities of further development and diversification of the range of
financial services to be provided by the Group which may form synergy
with our securities brokerage business.

PROSPECTS

The Board will continue to explore and evaluate new businesses and
investment opportunities which could be of good potential and/or
long-term benefit to the Group and the shareholders of the Company (the
“Shareholders”).

The Board will take a cautious and conservative approach in the
evaluation and timing of potential projects or investments, including and
constantly keep reviewing the Group’s strategies and operations with a
view to improve the business performance and Shareholders’ returns.
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MANAGEMENT DISCUSSION AND ANALYSIS
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FINANCIAL HIGHLIGHTS MBHE
Percentage
2017 2016 Change
—E—tE ZE—RF BOLEE)
HK$’000 HK$’000
FHER FHTT
Selected financial information ETERBER
Recognized Revenue BiER WS 20,247 81,218 (75%)
Gross profit EF 17,000 70,874 (76%)
Loss for the year FREIE
— including non-controlling — BIEIEERAR R S
interests (55,691) (58,080) (4%)
— attributable to equity owners ~ — RSB AFE(S (54,962) (53,840) 2%
Selected balance sheet data BTEERBEREE
Total assets BEE 640,652 478,140 34%
Current assets MENE E 547,829 368,640 49%
Bank balances and cash— RITHEBRRIRE
general accounts — —RERP 39,365 84,411 (53%)
Current liabilities mEEE 311,710 98,978 215%
Total indebtedness BIR/ERE 311,710 100,746 209%
Total equity R AERE 328,942 377,394 (13%)
Equity attributable to A AL ER
equity owners 315,035 366,943 (14%)
Number of issued BETRHOEE (FR)
shares ('000) 8,304,538 8,304,538 Nil
2017 2016
—E—tE —T—REF
Selected financial ratios BEEMSL X
Gross profit margin FEA= 84% 87%
Net loss margin FEEER (275%) (72%)
Loss per shares (basic) A% ESE (BAR) (0.66) (0.70)
Return on equity ratio [ # [o] 37 == (0.17) (0.15)
Current ratio MMENLL & 1.76 3.72
Debt to equity ratio BERERL R 0.95 0.27
Asset turnover ratio BEREE 0.03 0.17

Heng Xin China Holdings Limited Annual Report 2017



MANAGEMENT DISCUSSION AND ANALYSIS

BEER R DT

EXPLANATIONS TO THE FINANCIAL RATIOS

Gross margin ratio is a profitability ratio that compares the gross margin
of a business to the revenue. This ratio measures how profitable a
company sells its inventory and merchandise or primary activity. In other
words, the gross profit ratio is essentially the percentage markup on
merchandise from its cost and cost of prime operating activity. Gross
profit margin in 2017 was lower than that of 2016 due to the recognized
unamortized cooperation development fee in 2016 under the sector of
wireless digital television value-added services business.

Net loss margin measures the amount of net loss with each dollar of
revenue generated by comparing the net loss contributable to the
equity owners and net revenue of a company. In other words, the net
loss margin ratio shows what percentage of revenue left over after all
expenses were paid by the Group.

Loss per shares (basic) is a market prospect ratio that measures the
amount of net loss attributable to owners of the Group per average
number of issued shares during the year. In other words, this is the
amount of money each share would receive if all of the loss were
distributed to the average number of issued shares during the year.

Return on equity ratio or ROE is a profitability ratio that measures
the ability of the Group to generate profit/loss from its shareholders
investments in the company. In other words, the return on equity ratio
shows how much profit/loss each dollar of common stockholders' equity
generates. It measures the loss attributable to the equity owners to the
equity attributable to equity owners.

Current ratio is a liquidity and efficiency ratio that measures a group’s
ability to pay off its short-term liabilities with its current assets. The
current ratio is an important measure of liquidity because short-term
liabilities are due within the next year.

Debt to equity ratio is a financial, liquidity ratio that compares a
company's total debt equity attributable to owners of the Company. The
debt to equity ratio shows the percentage of company financing that
comes from creditors and shareholders.

Asset turnover ratio is an efficiency ratio that measures the Group's
ability to generate revenue from its assets by comparing net revenue with
total assets. In other words, this ratio shows how efficiently the Group
can use its assets to generate revenue.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWNR M

EMPLOYEE INFORMATION

As at 31 December 2017, the Group has 59 full-time employees in Hong
Kong and the PRC (31 December 2016: 127). The total employees’
remuneration, including that of the Directors, amounted to approximately
HK$18.1 million (2016: HK$18.5 million).

The Group continues to provide remuneration packages to employees
according to market practices, their experience and performance.
Remuneration policy is basically determined with reference to individual
performance as well as the final results of the Group. Remuneration
to staff will be revised from time to time when warranted considering
the performance of staff. Other benefits include medical insurance
scheme and contribution of statutory mandatory provident fund for the
employees. The Group also has a share option scheme whereby qualified
participants may be granted options to acquire Shares. There have been
no major changes in staff remuneration policies during year ended 31
December 2017.

LIQUIDITY AND FINANCIAL RESOURCES

The Group primarily financed its operations with internally generated
cash flows. As at 31 December 2017, the cash and bank balances of
the Group in general accounts amounted to approximately HK$39.4
million (2016: HK$84.4 million). The Renminbi denominated balances
of approximately HK$8.3 million (2016: HK$14.7 million) were placed
with licensed bank in the PRC and the conversion of these balances
into foreign currencies is subject to the rule and regulation of foreign
exchange control promulgated by the PRC government.

As at 31 December 2017, the Group had current assets of approximately
HK$547.8 million (2016: HK$368.6 million), while its current liabilities
were approximately HK$311.7 million (2016: HK$99.0 million). The
current ratio (current asset to current liabilities) of the Group was
approximately 1.76 (2016: 3.72) and its gearing ratio (short term loans
over total equity) was nil (2016: 0.01). Net asset value per share was
approximately HK$0.04 as at 31 December 2017 (2016: HK$0.05).

Heng Xin China Holdings Limited Annual Report 2017

BEER
=

—+tHF+ZA=Z+—8 AEEEE
&qJIHmEESQ%iH‘HEE(_T_/\i‘?‘:
ﬂ =+—H:127%) - BEEFHMWEE(BIEE
EHM) #7518,100,0008 T ( — T — XN F -
18,500,000/ 7T) °

AEBEERTIHED BELRERREMR
BEFHES - FTHEREZREREF/ARX
BRAEBESRFREBE - MESHGNME
BEREBRAR - TRELEEHE - HitiE
ﬂ BRBRRRELAREBETERYA
SR - ARBETREBRETE Aéﬁ“

2 ,\%—Jﬁﬁt%&ﬁﬁﬂxﬁéuﬁﬁ/\foﬁ cBE
F—t+F+-H :+—EI¢¢J§4E§$F@*\BZ%

B KU KER

$%IELAW%E§$2ﬁim§ﬁﬁ%fxﬁé
HER - RZZE—LF+ZA=+—8 &%
B —MEP 2B e RIR1THEH L A 39,400,000
BT ( ZZ—7N4F : 84,400,000/87T) c MAR
M SHE 2 £ #:#78,300,0008 70 (Z T — /N4
14,700,000 70 ) A H B 2 #F IR 1T + WS
ZEER IR RINE AT R BB B 2 IMNE
EHLERFTIRR o

/)Ib

R_F—tF+_A=Z+—HB 4A£BZ
BB E 4 A547,800,0008 T ( = F — N
£ : 368,600,000 L) Mm BB ELH A
311,700,000 7t ( =& — 75 4F : 99,000,000 7
7)o AEBEZ BB E (RBEELRBIAEE)
WE176(ZZT—RF :3.72) MEABEL
E(RHEFGRAEZRRTE) RO(ZE—RF :
001) c R—ZE—+E+-A=+—8 SKE&
EFELNR0.04BIT(ZZE—7R"F | 0.0587T) °



MANAGEMENT DISCUSSION AND ANALYSIS

BEENWNR M

CAPITAL STRUCTURE

As at 31 December 2017, the authorised share capital of the Company
was HK$100,000,000 divided into 10,000,000,000 Shares and the
issued share capital of the Company was HK$83,045,380.10 divided
into 8,304,538,010 Shares. There was no movement in issued share
capital of the Company during the year ended 31 December 2017.

FOREIGN EXCHANGE EXPOSURE

During the year ended 31 December 2017, the majority of the Group’s
income and expenses were denominated in Renminbi and Hong
Kong dollars. Up to 31 December 2017, the management of the
Company is of the opinion that the Group has insignificant exposure to
foreign exchange risk. As a result, the Group did not use any financial
instruments for hedging against fluctuation in foreign exchange for the
year ended 31 December 2017. Nevertheless, the management of
the Company will closely monitor and from time to time reassess the
exchange risk exposures of the Group and enter into non-speculative
hedging arrangements if considered necessary.

CHARGES ON GROUP ASSETS

As at 31 December 2017, no assets of the Group have been pledged for
loans or borrowings (31 December 2016: property, plant and equipment
amounted to HK$8,341,000 for overdue short term loans amounted to
HK$3,371,000).
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWNR M

CONTINGENT LIABILITIES

Litigations involved with a subsidiary operates
in the digital cable television business

In December 2017, Xinji Local Television Station has initiated civil
action against Beijing Yaao for outstanding apportionment of revenue
of approximately RMB2,957,000 (equivalent to approximately
HK$3,563,000). According to a civil judgment issued by the Hebei
Province Xinji City Civil Court on 29 January 2018, Beijing Yaao is liable to
pay Xinji Local Television Station approximately RMB2,867,000 (equivalent
to approximately HK$3,454,000) for apportionment of revenue. On 5
February 2018, Beijing Yaao have filed an appeal to the Hebei Province
Shijiazhuang Intermediate People’s Court.

In September 2017, a supplier of Beijing Yaao has filed claim to the
Beijing Arbitration Commission, demanding for outstanding trade
payables and overdue penalty of approximately RMB6,159,000
(equivalent to approximately HK$7,420,000). As a result of the claim, the
bank balances of Beijing Yaao of approximately RMB13,000 (equivalent
to approximately HK$16,000) was frozen by a court in Beijing. According
to the verdict issued by the Beijing Arbitration Commission in January
2018, Beijing Yaao is liable to pay approximately RMB 5,786,000
(equivalent to approximately HK$6,971,000) to the supplier. Beijing Yaao
had filed an application to the court on 5 February 2018 for cancellation
of the verdict.

Heng Xin China Holdings Limited Annual Report 2017
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MANAGEMENT DISCUSSION AND ANALYSIS

BEER R DT

MATERIAL ACQUISITIONS, DISPOSALS AND
SIGNIFICANT INVESTMENTS HELD

Acquisition of the entire issued share capital of
JTI Securities Limited

On 7 June 2016, Perfect Capital Global Limited (“Perfect Capital”),
an indirect wholly-owned subsidiary of the Company, as purchaser
and Ace Vantage Investments Limited (an independent third party) as
vendor entered into a sale and purchase agreement (as amended by
a supplemental agreement dated 23 March 2017), pursuant to which
Perfect Capital conditionally agreed to acquire the entire issued and fully-
paid share capital of JTI Securities.

On 23 March 2017, balance of consideration of approximately
HK$22,800,000 was paid by Perfect Capital and the acquisition of JTI
Securities was completed. JTI Securities has become an indirect wholly-
owned subsidiary of the Company. The Group is now principally engaged
in securities brokerage business through JTI Securities.

Relevant disclosure was made in the Company’s announcements dated
7 June 2016 and 23 March 2017.

Formation of Joint Venture

On 26 July 2017, Oriental Thunder Lion Limited (“Oriental Thunder
Lion”), a wholly-owned subsidiary of the Company, entered into a joint
venture agreement with Mr. Zhong Xuhang ((2/Bff) (“Mr. Zhong”), an
independent third party, for the formation of a joint venture company (the
“JV Company”) which shall be owned as to 51% and 49% by Oriental
Thunder Lion and Mr. Zhong, respectively. Relevant disclosure was made
in the Company’s announcement dated 26 July 2017.

As at the date of this report, the Group has ceased to proceed with the
formation of the JV Company.

Save as disclosed above, the Group had no material acquisition and
disposal of subsidiaries or associated companies and no significant
investment held during the year ended 31 December 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEER R DT

UPDATE ON THE SUSPECTED
MISAPPROPRIATION OF FUNDS IN A
DECONSOLIDATED SUBSIDIARY

Reference is made to the Company’s announcements dated 14
November 2016 and 23 February 2017 in relation to the suspected
misappropriation of funds (the “Suspected Misappropriation”) of
WP ERAYRIARZAR (Shanxi Zhongze Heng Yuen
Biological Technology Company Limited*) (“Shanxi Zhongze”) and the
deconsolidation of the financial information of Shanxi Zhongze from
the Group’s accounts as a result thereof. As disclosed previously, the
Company has instructed its legal advisers to pursue after any improper or
illegal conducts of any individuals or entities suspected to be involved in
the Suspected Misappropriation (the “Suspected Wrongdoers”), including
the commencement of civil and criminal actions against the Suspected
Wrongdoers. These actions are still ongoing. The Company will make
further announcement to update the Shareholders on the progress of
these actions as and when appropriate.

UPDATE ON THE PROGRESS OF THE
LEGAL ACTION TO RECOVER REFUNDABLE
DEPOSIT

Reference is made to the disclosure contained in the 2016 Annual
Report regarding the refundable deposit of RMB30,000,000 (equivalent
to HK$36,000,000) (the “Deposit”) paid by the Group to Mr. Qu Yong Bo
(H1B)R) (the “Vendor”) pursuant to the memorandum of understanding
dated 1 December 2015 in respect of the possible acquisition of 100%
equity interest in ARG A MEERA R A R] (Daging AORUI Bioenergy
Co., Ltd.*), which was eventually aborted on 31 May 2016. As disclosed
in the Company’s announcement dated 24 March 2017, the Company
commenced legal action against the Vendor and Jiashunda Trading
Limited (the nominee which was appointed by the Vendor as the
recipient to the Deposit) at the Court of First Instance in the High Court
of Hong Kong on 24 March 2017 to claim for the return of the Deposit
and interest. These Court procedures are still ongoing. The Company will
make further announcement to update the Shareholders on the progress
of the legal action as and when appropriate.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEER R DT

DISCUSSION ON QUALIFIED OPINION

According to the qualified opinion raised in the independent auditor’s
report, the view of the Group towards the issues as follows:

1) Corresponding figures

Due to the suspected misappropriation of certain funds in Shanxi
Zhongze, the Directors considered that it would be inappropriate
to consolidate the financial statements of Shanxi Zhongze into
the Group and since the Group has been unable to obtain reliable
financial information of Shanxi Zhongze for the year ended 31
December 2016, the Directors considered that the financial
information of Shanxi Zhongze should be de-consolidated with
effect from 1 January 2016.

The loss on deconsolidation of this subsidiary of approximately
HK$65,403,000 for the year ended 31 December 2016 has no
impact on the financial performance of the Group for the year
ended 31 December 2017 as well as the net asset value of the
Group as at 31 December 2017.

Details of the aforesaid suspected misappropriation of funds are
set out in the Company’s announcements dated 14 November
2016 and 23 February 2017.

2) Disposal group classified as held for sale
and associated liabilities

During the year of 2017, the top management of the Group tried
various ways to look for the potential disposal of the sub-group.
As the macro-environment was not clear in the year of 2017,
the potential purchase was a bit prudent on different business
combinations. In the year of 2018, the Group is optimistic there is
the higher demand for mineral resources, and the top management
of the Group started negotiating with the potential buyers with the
consideration not less than the investment cost of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEER R DT

3)

4)

5)

Deposits for acquisition of non-current
assets

A provision for impairment of HK$18,000,000 to reflect the
recoverability of the Deposit was made during the year of 2016.
Actions taken in relation to receive the Deposit are still ongoing.

Other investment

During the year of 2017, the Group sought legal advice on
upholding legal rights for the investment. The Board is still
considering appropriate actions to be taken.

Revenue, cost of sales, trade payables and
contingent liabilities associated with a
subsidiary

The top management of the Group has been negotiating with the
local television station and the supplier to settle the outstanding
litigations with these parties. The Group believes that once the
litigations have been settled, the operation of the digital cable
television business will be under the Group’s control.

Heng Xin China Holdings Limited Annual Report 2017

3)

4)

5)

WBHRBEEZKE

RZZE—RFE - BEsHERI{E 18,000,000
BITARMIE S 7 o] GBI REE o ARFURER
BEPTREZ ITBN RS TH o

HEMRE

R-Z—tFE AEECHEEREL
BEENSREREER - EFENEZE
REVEE 2178 °

BE—EHEAAEE K

HERLE - BNEAREAR
]

AEESRERE—HEEHMERS MMt
FERIHRE - NEZEESEATHEBRAARR
A o AEERE - —BARRRESR
AREEBAZHARBLUBEREKN S
78 o



CORPORATE GOVERNANCE REPORT

TEERRE

The Board is pleased to present this Corporate Governance Report for
the year ended 31 December 2017. The Company wishes to highlight
the importance of its Board in ensuring high standards of corporate
governance in the interests of its Shareholders and is committed to
identifying and formalizing best practices appropriate to the needs of the
Company.

CORPORATE GOVERNANCE PRACTICES

The corporate governance principles of the Company emphasize a
quality board, sound internal controls, transparency and accountability to
all Shareholders. The Company has compiled with the code provisions
as set out in the Corporate Governance Code (“CG Code”) contained
in Appendix 15 to the GEM Listing Rules as its own code of corporate
governance. Except for the deviations from code provision C.1.2 which
are explained below, the Company was in compliance with all code
provisions set out in the CG Code during the year ended 31 December
2017.

Monthly Updates

Code provision C.1.2 of the CG Code provides that management should
provide all members of the board with monthly updates giving a balanced
and understandable assessment of the issuer’s performance, position
and prospects in sufficient detail to enable the board as a whole and
each director to discharge their duties under Rule 5.01 and Chapter 17
of the GEM Listing Rules. During the six months ended 30 June 2017,
the management of the Company did not provide monthly update to all
members of the Board, but the management keeps providing information
and update to the members of the Board quarterly. From July 2017, the
Company has provided and will continue to provide all Directors with
monthly updates.
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CODE OF CONDUCT REGARDING
DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the required standard of dealings set out
in Rules 5.48 to 5.67 of the GEM Listing Rules as its code of conduct
for securities transactions by Directors throughout the year ended 31
December 2017. Having made specific enquiry of all Directors, the
Directors confirmed that they have complied with the required standard
of dealings regarding securities transactions by Directors during the year
ended 31 December 2017.

BOARD OF DIRECTORS

The Board is responsible for the overall management of the Company and
is entitled to delegate its powers to any executive Director, committees of
the Board and the management team. The Board is primarily responsible
for approving and monitoring the Company’s major corporate matters,
the evaluation of the performance of the Company and oversight of the
management. Specific tasks that the Board delegates to the Company’s
management include the implementation of strategies approved by the
Board, determining the policy for the corporate governance, monitoring
of operating budgets, the implementation of internal controls procedures,
and ensuring of compliance with relevant statutory requirements and
other rules and regulations. The Board is directly accountable to the
Shareholders and is responsible for preparing the accounts.

As at the date of this report, the Board comprises six members,
consisting of four executive Directors and two independent non-
executive Directors.

Executive Directors

Tan Sri Dato’ Lim Tong Yong (Chairman)

Mr. Chen Rongbin (Vice Chairman and Chief Executive Officer)
Mr. Gao Yang

Mr. Yuan Gonglin
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Independent Non-Executive Directors

Mr. Xu Haiou
Mr. Chau Sen Chung

Each Director has relevant experience, competence and skills appropriate
to the business requirements of the Company. The biographical details
of the Directors are set out on pages 59 to 61 of this annual report. To
the knowledge of the Directors, the Board members have no financial,
business, family or other material/relevant relationships with each other.

CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

The chairman of the Board, being Tan Sri Dato’ Lim Tong Yong, is
responsible for the management of the Board by providing leadership
for the Board and has taken primary responsibility for ensuring that good
corporate governance practices and procedures are established and
that appropriate steps are taken to provide effective communication with
Shareholders and that their views are communicated to the Board as a
whole, and the chief executive officer of the Company, being Mr. Chen
Rongbin, is responsible for the day-to-day management of business of
the Group.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

The independent non-executive Directors are appointed for a fixed term
of one year renewable automatically for successive terms of one year
each commencing from the day next after the expiry of the then current
term of appointment, and they are subject to retirement and re-election
in accordance with the bye-laws of the Company (the “Bye-Laws”). They
provide strong support towards the effective discharge of the duties and
responsibilities of the Board.

The Company has received written annual confirmation from each of the
independent non-executive Directors of his independence pursuant to
Rule 5.09 of the GEM Listing Rules and considers that all independent
non-executive Directors are independent.
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NON-COMPLIANCE WITH RULES 5.05(1),
5.05(2) AND 5.28 OF THE GEM LISTING
RULES

Following the resignation of Mr. Wong Chi Keung as independent non-
executive Director on 19 September 2017, the Company only had
two independent non-executive Directors, thus the number of the
independent non-executive Directors fell below the minimum number
required under Rule 5.05(1) of the GEM Listing Rules. The Company had
also failed to meet the requirement set out in Rule 5.05(2) of the GEM
Listing Rules with regard to at least one independent non-executive
Director must have appropriate professional qualifications or accounting
or related financial management expertise. As a result of the insufficient
number of independent non-executive Directors, the Company had
also failed to comply with the requirements set out in Rule 5.28 of the
GEM Listing Rules with regard to the minimum number of members and
the composition of the Audit Committee. Following the appointment
of Mr. Tong Tai Alex, who has relevant qualifications and expertise, as
independent non-executive Director on 15 January 2018, the number of
independent non-executive Directors had satisfied the minimum number
required under Rule 5.05(1) of the GEM Listing Rules. The Company also
met the requirement set out in Rule 5.05(2) of the GEM Listing Rules
with regard to at least one of the independent non-executive Directors
must have appropriate professional qualifications or accounting or
related financial management expertise. In addition, the Company was
simultaneously compliance with the requirements set out in Rule 5.28
of the GEM Listing Rules with regard to the composition of the Audit
Committee.

Upon the resignation of Mr. Tong Tai Alex with effect from 20 February

2018, the Company failed to comply with requirements as set out in
Rules 5.05(1), 5.05(2) and 5.28 of the GEM Listing Rules.
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Following the resignation of Mr. Tong Tai Alex as independent non-
executive Director on 20 February 2018, the Company only had
two independent non-executive Directors, thus the number of the
independent non-executive Directors fell below the minimum number
required under Rule 5.05(1) of the GEM Listing Rules. The Company had
also failed to meet the requirement set out in Rule 5.05(2) of the GEM
Listing Rules with regard to at least one independent non-executive
Director must have appropriate professional qualifications or accounting
or related financial management expertise. As a result of the insufficient
number of independent non-executive Directors, the Company has
also failed to comply with the requirements set out in Rule 5.28 of the
GEM Listing Rules with regard to the minimum number of members
and the composition of the Audit Committee. The Company will use its
best endeavour to identify suitable candidate(s) to fill up the vacancy
of independent non-executive Director with appropriate professional
qualifications or accounting or related financial management expertise
and in any event within three months from the date of resignation of Mr.
Tong Tai Alex as required under Rules 5.06 and 5.33 of the GEM Listing
Rules, and will make further announcement(s) as and when appropriate.

BOARD DIVERSITY POLICY

The Board adopted on 10 September 2013 a board diversity policy
(the “Board Diversity Policy”) and delegated certain duties under the
Board Diversity Policy to the nomination committee of the Company
(the “Nomination Committee”). The Company recognizes and embraces
the benefits of having a diverse Board to enhance the quality of its
performance and hence the purpose of the Board Diversity Policy aims
to build and maintain a Board with a diversity of Directors. The Board
diversity would be considered from a number of aspects, including but
not limited to gender, age, cultural and educational background, ethnicity,
professional experience, skill, knowledge and length of service, and the
selection of candidates will also base on the above. The Nomination
Committee will review and adopt the above measurements when it
reviewed the composition of the Board and it will also review the Board
Diversity Policy, as appropriate, to ensure its continued effectiveness
from time to time. After assessing the suitability of the Directors’ skills
and experiences to the Company’s business, the Nomination Committee
considered that save for an additional independent non-executive
Director with appropriate professional qualifications or accounting or
related financial management expertise should be appointed, the existing
Board was appropriately structured.
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BOARD MEETINGS

The Board met regularly during the year with additional meetings
arranged if and when required. 12 Board meetings were held during
the year ended 31 December 2017 and the attendance record of each
Directors is set out in the table on page 34 of this annual report. Directors
are appropriately notified in advance of the meetings with proposed
agenda and are free to contribute alternative views at meetings. Major
decisions are only arrived at after deliberation at Board meetings.
Directors who are considered having conflicts of interest or having
material interest in the proposed transactions or issues to be discussed
will not be counted in the quorum of the relevant meeting and will abstain
from voting on relevant resolutions.

Board minutes are kept by the company secretary of the Company (the
“Company Secretary”) and are open for inspection by the Directors.
Every Board member is entitled to have access to Board papers and
related materials and has unrestricted access to the advice and services
of the Company Secretary, who is responsible for ensuring that the Board
procedures are complied with, and in consultation with the compliance
officer, advising the Board on compliance matters. Directors also have
the liberty to seek external professional advice if so required.

GENERAL MEETING

During the year ended 31 December 2017, 1 general meeting of the
Company was held, being the annual general meeting held on 2 June
2017 (the “2017 AGM”). The attendance record of each Directors is set
out in the table on page 34 of this annual report.

AUDIT COMMITTEE

The Board established the Audit Committee on 30 September 2002 with
written terms of reference in accordance with the GEM Listing Rules. The
Audit Committee currently consists of two independent non-executive
Directors, namely Mr. Xu Haiou and Mr. Chau Sen Chung and the
chairman of the Audit Committee remains vacant.

The terms of reference of the Audit Committee is currently made available
on the GEM website and on the Company’s website.
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The Audit Committee shall meet not less than four times a year in
accordance with its terms of reference. The principal duties of the Audit
Committee are to review the quarterly, interim and annual reports and
the financial statements of the Group and to review significant financial
reporting judgements contained in them; oversee and review the financial
reporting system, risk management and internal control systems of the
Company; to review the financial and accounting policies and practices
of the Group; and to make recommendation to the Board on the
appointment, re-appointment and removal of the external auditor as well
as to ensure independence of the continuing auditor and to report to the
Board on the matters set out in the relevant code provisions set out in the
CG Code. The Audit Committee also discusses with the management
the risk management and internal control systems to ensure effective
systems are in place.

The Audit Committee held 4 meetings during the year ended 31
December 2017 and the attendance record of each member of the Audit
Committee at the meetings of the Audit Committee is set out in the table
on page 34 of this annual report. In addition to the Audit Committee’s
meetings, the Audit Committee also dealt with matter by way of
circulation of written resolutions during the year.

During the year ended 31 December 2017, the Audit Committee had
performed the following work:

— reviewed the financial matters, quarterly, interim and annual
financial reports, financial statements, financial reporting, internal
control and risk management systems, the necessity of setting
up an internal control department and audit related matters of the
Company;

— made recommendation on the re-appointment of ZHONGHUI
ANDA CPA Limited as auditor of the Company and the terms of its
engagement;

—  reviewed the Company’s compliance with the CG Code during the
year ended 31 December 2016;

— discussed the above as appropriate with the executive Directors,
the management and the auditor of the Company, and made
recommendations to the Board;

REEMERE BERRESREBFEDET
MXE® BERZBEZIBZREARENLE
BZFE - FHREEREALMBRELF
BIE R ATEl 2 EAMIS R RAE - BEE A Ra
ARBZHBRBELS - BRERE R ARPEE
A MR AKREZMBEREABRARE
B ARSI 2R E - BERRBA
LEREERBMZBILN  URHAEEE
“A?Q‘Jﬁﬁ%%Zﬁﬁ%?E”H'%YZ%EW%$@

c BZZEENEHERENREREER
W‘E‘B%Ti%/w  DAREIR B 3 RS AS LAGELE o
HE_ZT— ti-#:ﬁ =+—HILLEFE T

CEERBITTNAEE  SEZEZESKE

ﬁf%’?é,\é/%ﬁ%zg BHNAFRFE 4R

ZREA - BRBEZEZESRIT 2RI B
ZEERFANBEEBEHNEARAZREEEH
=I5 -

BHE_ZT—+F+_A=1+—HILFE ' B

ZEEEHITATNIME:

— BREARRZUBER  Z=E - RERF
EWE - UK - BsmE - ASPEEE
LEREEB RS  flENIPEAEEEPT 2 &4
DEREZEBEE

REFLZEFIEZESTMESMERA
RIWE AN R 2 %2000 & E R B SR EH
HEEER

BRARAEE—Z— /\$+_ﬂ:+_

BIFEETEERRTRIZE
— HERTER FEERAXAZZEER

ERERE(ER)ETHN  YAES
SELERER

2017 F53 EEHREZERBRAR

29



30

CORPORATE GOVERNANCE REPORT

TEERRE

— discussed with the management the risk management and internal
control systems to ensure effective systems are in place; and

— recommended to the Board the engagement of ZHONGHUI ANDA
CPA Limited to perform a high level review on the consolidated
interim financial information of the Company for the six months
ended 30 June 2017.

The audited financial statements for the year ended 31 December
2017 have been reviewed by the members of the Audit Committee and
approved for issue by the Board.

The members of the Audit Committee also reviewed the existing internal
control and risk management systems of the Group and also noted that
review of the same will be carried out annually.

REMUNERATION COMMITTEE

The Board established the remuneration committee (the “Remuneration
Committee”) on 12 April 2005 with written terms of reference in
compliance with the GEM Listing Rules. The Remuneration Committee
currently consists of two independent non-executive Directors namely
Mr. Xu Haiou (committee chairman) and Mr. Chau Sen Chung, and an
executive Director, namely Mr. Chen Rongbin.

The terms of reference of the Remuneration Committee is currently made
available on the GEM website and the Company’s website.

According to its terms of reference, the Remuneration Committee shall
meet at least once a year. The principal duties of the Remuneration
Committee are to make recommendation to the Board on the Company’s
policy and structure for all remuneration of Directors and senior
management and on the establishment of a formal and transparent
procedure for developing policy on such remuneration; to approve or
make recommendation of remuneration packages for the Directors and
the senior management; and to review and approve performance-based
remuneration by reference to corporate goals and objectives resolved by
the Board from time to time. The Remuneration Committee has adopted
the approach made under B.1.2(c)(i) of the CG Code to determine
with delegated responsibility, the remuneration packages of individual
executive Directors and senior management.
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The Remuneration Committee held 3 meetings during the year ended
31 December 2017 and the attendance record of each member of
the Remuneration Committee is set out in the table on page 34 of this
annual report. In addition to the Remuneration Committee’s meetings,
the Remuneration Committee also dealt with matter by way of circulation
of written resolution during the year.

During the year ended 31 December 2017, the Remuneration Committee
performed the following work:

—  reviewed the existing policy and structure of the remuneration for
the Directors and senior management; and

— recommended to the Board the remuneration packages of the
independent non-executive Directors and the proposed Directors.

The remuneration of the senior management (comprising Directors) of
the Company for the year ended 31 December 2017, by band is set out
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NOMINATION COMMITTEE

The Board established the Nomination Committee on 12 April 2005 with
written terms of reference in compliance with the GEM Listing Rules.
The Nomination Committee currently consists of two independent non-
executive Directors, namely Mr. Chau Sen Chung (committee chairman)
and Mr. Xu Haiou, and an executive Director, namely Mr. Yuan Gonglin.

The terms of reference of the Nomination Committee is currently made
available on the GEM website and the Company’s website.

According to its terms of reference, the Nomination Committee shall meet
at least once a year. The principal duties of the Nomination Committee
are to review the structure, size, composition and diversity (including
but not limited to skills, experience and background, geographical and
industry experience, ethnicity, gender, knowledge and length of service) of
the Board at least annually and make recommendations on any proposed
changes to the Board to complement the Company’s corporate strategy;
to identify individuals suitably qualified to become Board members and
make recommendations to the Board on the selection of individuals
nominated for directorship; assess the independence of independent
non-executive Directors; to make recommendations to the Board
on relevant matters relating to the appointment or re-appointment of
Directors and succession planning for Directors; to review the Board
Diversity Policy and the measurable objectives that the Board has set
for implementing the Board Diversity Policy; to monitor the progress
on achieving the objectives; and to make the relevant disclosure in the
corporate governance report annually.

The Nomination Committee held 3 meetings during the year ended
31 December 2017 and the attendance record of each member of
the Nomination Committee is set out in the table on page 34 of this
annual report. In addition to the Nomination Committee’s meetings, the
Nomination Committee also dealt with matters by way of circulation of
written resolutions during the year.
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During the year ended 31 December 2017, the Nomination Committee
performed the following work:

—  reviewed the Board’s structure, size, composition and diversity;

— assessed the independence of the independent non-executive
Directors;

— made recommendation to the Board on the re-election of retiring
Directors at the 2017 AGM,;

— made recommendation of new Director candidates to the Board’s
approval; and

— made recommendation to the Board on the composition of Board
committees.

CORPORATE GOVERNANCE FUNCTIONS

The corporate governance functions are performed by the Board.

The corporate governance functions are to develop and review the
Company’s policies and practices on corporate governance to comply
with the CG Code and other legal or regulatory requirements, to review
and monitor the training and continuous professional development of
Directors and senior management, to develop, review and monitor the
code of conduct and compliance manual (if any) applicable to employees
and Directors, and to review the Company’s compliance with the CG
Code and disclosure in the Corporate Governance Report.

During the year ended 31 December 2017, the Board held 1 meeting
for reviewing the training and continuous professional development of
Directors, reviewing the Company’s compliance with the CG Code and
reviewing the Company’s disclosure in Corporate Governance Report.
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Attendance records of the Directors and members of the Board
committees for the year ended 31 December 2017 are set out below:

BE_Z—+HF+_A=+—HILFEEFK
E=ZEERBHEER

FOERESIAT

member of the Nomination Committee with effect from 26 June 2017. His
attendances above were stated by reference to the number of meetings
held during his tenure.
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Audit Remuneration Nomination
General Board Committee Committee Committee
Meeting Meeting Meeting Meeting Meeting
REAE EZSeE EVZESSR ¥MWZEeeR REZESER
Total Number of Meetings ~ &B4KH 1 12 4 3 3
Executive Directors: TES:
Tan Sri Dato’ Lim Tong Yong LI e 11 12/12 = — —
Mr. Chen Rongbin (Note 1) BRom 58 A (BEE1) 171 12/12 = 2/2 NATER
Mr. Qiu Bin (Note 2) fsseE (it 2) 0/ 1/2 — — =
Mr. Gao Yang Sty 11 12/12 = = —
Mr. Hu Qixian (Note 3) HEB LA (FE3) 0 22 — — 1
Mr. Chen Xi (Note 4) BRA AL (Frat4) 01 2/2 — 11 -
Mr. Yuan Gonglin (Note 5) RO (HE5) N/ATE 1010 = = 2/2
Independent Non-executive ~ BYFHTES :
Directors:
Mr. Wong Chi Keung (Note 6) & 252504 (FizE6) 11 6/6 3/3 = =
Ms. Chen Yan (Note 7) BRIzt (HE7) N/ATEF 1/1 1/1 — 1
Mr. Xu Haiou iyl i 1/1 12/12 4/4 3/3 3/3
Mr. Chau Sen Chung (Note 8) AR L4 (FizEs) 11 12/12 2/3 3/3 2/2
Notes: F5E
Mr. Chen Rongbin has been appointed as a member of the Remuneration 1. BREBELLECEZTAFHZEERIEREE
Committee and Nomination Committee with effect from 2 June 2017 and EXKE 2R E—tFAZHE=ZE
26 June 2017 respectively. He ceased to be a member of the Nomination —tFRNAZFARBRBER - FR=ZF—+F
Committee with effect from 3 July 2017. His attendances at the meetings of +tAZHETHEARIERZEEKE - K2LE
the Remuneration Committee and Nomination Committee were stated by FHNEE S RIREEE SRR IRHI2RE
reference to the number of meetings held during his tenure. FHRRITERZEBIR -
Mr. Qiu Bin retired as an executive Director with effect from the conclusion 2. {UBEER =T —+FREBFASLERER
of 2017 AGM. His attendances above were stated by reference to the EPITES - Ll 2 BB 2 RBE(TH
number of meetings held during his tenure. NRITERIEBIR ©
Mr. Hu Qixian resigned as an executive Director and ceased to be a 3. HEBEARIHTEEZATHEARZZES

RE BZE—EFRA-TRERER - £
MRz HERE TS IREERRNSRTERZR
B e



CORPORATE GOVERNANCE REPORT

AN A D A
TEERKRE
4., Mr. Chen Xi retired as an executive Director and ceased to be a member of

the Remuneration Committee with effect from the conclusion of 2017 AGM.
His attendances above were stated by reference to the number of meetings
held during his tenure.

5. Mr. Yuan Gonglin has been appointed as an executive Director and a
member of the Nomination Committee with effect from 3 July 2017. His
attendances above were stated by reference to the number of meetings
held during his tenure.

6. Mr. Wong Chi Keung resigned as an independent non-executive Director
and ceased to be the chairman of the Audit Committee with effect from 19
September 2017. His attendances above were stated by reference to the
number of meetings held during his tenure.

7. Ms. Chen Yan resigned as an independent non-executive Director and
ceased to be the chairperson of the Nomination Committee and a member
of the Audit Committee with effect from 26 April 2017. Her attendances
above were stated by reference to the number of meetings held during her
tenure.

8. Mr. Chau Sen Chung has been appointed as the chairman of the
Nomination Committee and a member of the Audit Committee with effect
from 26 April 2017. His attendances above were stated by reference to the
number of meetings held during his tenure.

The Board is responsible for maintaining an on-going dialogue with
the Shareholders and in particular, uses annual general meetings or
other general meetings to communicate with them and encourage their
participation.

TRAINING AND SUPPORT FOR DIRECTORS

Directors must keep abreast of their collective responsibilities. Each
newly appointed Director would receive an induction package covering
the Group’s businesses and the statutory and regulatory obligations of
a director of a listed company. According to the code provision A.6.5 of
the CG Code, all directors should participate in continuous professional
development to develop and refresh their knowledge and skills to ensure
that their contribution to the board remains informed and relevant.
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The Group provides briefings and other training where appropriate, to
develop and refresh the Directors’ knowledge and skills. The Group also
continuously updates Directors on the latest developments regarding
the GEM Listing Rules and other applicable regulatory requirements,
to ensure compliance and enhance their awareness of good corporate
governance practices. Circulars or guidance notes are issued to Directors
and senior management where appropriate, to ensure awareness of best
corporate governance practices.

All Directors have participated in continuous professional development
and provided a record of training they received for the year ended 31
December 2017 to the Company. The individual training record of each
Director received for the year ended 31 December 2017 is set out below:

Name of Directors

AEBEREHN MEMEINHER) - RES
B8 K E AN - ARBIERKRE
FAGEM EMMRI R M EMEE HE 2 &HE
ATES UBRRESETZSFRAIMESE
FHREGEEARMZIRE  LRNEFRS
REREELEKHIES (HEE) - ARERE

REELEERTER -

PIEERC2RFBEZTERRRAAQFRMH
RERBE_T—tHF+_A=1+—HLHF
EREXZ2EBJREK - BE_F—tF+_-A
=t BLEFESREEMEIEAFIIZE
SREHINT -

Type of Trainings

EEEE EZHER
(Notes)
(M%)
Tan Sri Dato’ Lim Tong Yong (Chairman) R 2BMEF (£/F) B
Mr. Chen Rongbin BRERXE ST A (B E /B RITIEAER)

(Vice Chairman and Chief Executive Officer) B
Mr. Gao Yang (St s B
Mr. Yuan Gonglin RAMEE AB
Mr. Xu Haiou SRS A B
Mr. Chau Sen Chung BRMEAE B

Notes:

A attending seminars and/or conference and/or forums on subjects relating to
directors’ duties and corporate governance

B: reading newspaper, journals and updates as regards legal and regulatory

changes and matters of relevance to the Directors in the discharge of their
duties
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CONFLICT OF INTEREST

If a Director has a conflict of interest in relation to a transaction or
proposal to be considered by the Board, the individual is required to
declare such interest and to abstain from voting. The matter will be
considered at a Board meeting attended by Directors who have no
material interest in the transaction.

COMPANY SECRETARY

The Company engaged an external professional company secretarial
services provider, Uni-1 Corporate Services Limited (“Uni-1”), to provide
compliance and full range of company secretarial services to the Group
in order to assist the Group to cope with the changing regulatory
environment and to suit difference commercial needs.

Mr. Tse Kam Fai (“Mr. Tse”), the representative of Uni-1, was appointed
as the Company Secretary with effect from 1 January 2014.

Mr. Cheung Chun Yin Alexander, the chief risk officer of the Company, is
the primary point of contact at the Company for the Company Secretary.

According to the requirements of Rule 5.15 of the GEM Listing Rules,
Mr. Tse has taken no less than 15 hours of relevant professional training
during the year ended 31 December 2017.

DIRECTORS’ AND OFFICERS’ INSURANCE

The Company has arranged appropriate insurance cover in respect of
potential legal actions against its Directors and officers.

REMUNERATION OF DIRECTORS

The Company adopted a share option scheme on 30 December 2011
(the “Share Option Scheme”). The purpose of the Share Option Scheme
is to enable the Group to grant options to participants as incentives or
rewards for their contributions to the Group. Details of the Share Option
Scheme are set out in the Report of the Directors.
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The emoluments payable to the Directors and senior management will
depend on their respective contractual terms under the service contracts
and is fixed by the Board with reference to the recommendation of the
Remuneration Committee and their duties and responsibilities within the
Company. Details of the remuneration of the Directors are set out in note
13 to the consolidated financial statements.

AUDITOR’S REMUNERATION

For the year ended 31 December 2017, the total fees in respect of audit
and non-audit services provided by ZHONGHUI ANDA CPA Limited, the
auditor of the Company, are set out as follows:

Services rendered

MEFRAREEEINZMERTREE L
BETRESEZANKARBESTELEHM
ZEEVEBUARBEERAQRIZBERER
BIEHAE - EEHMABENGEMBRE
BisE13 o

R ETEN &

BE_Z—+F+A=1+—RHILFE " #K
REZHBEN P E L ESTMEHMBERD AR
HERBREIFZBRIGEERIHINT -

Fee paid/payable

BRI I i EA
HK$’000

FETT

Audit Services ZEARTS 798
Non-audit services IERZEARTS 50

The non-audit services consists of high level review on the consolidated
financial information of the Company for the six months ended 30 June
2017 and nine months ended 30 September 2017.

SHAREHOLDERS’ RIGHTS

The general meetings of the Company provide an opportunity for
communication between the Shareholders and the Board. An annual
general meeting of the Company shall be held in each year and at the
place as may be determined by the Board. Each general meeting,
other than an annual general meeting, shall be called a special general
meeting. The Board may whenever it thinks fit call special general
meetings.
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Shareholders to convene a special general
meeting

Shareholders may convene a special general meeting of the Company
according to the provisions as set out in the Bye-Laws and the
Companies Act of Bermuda. Members 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
secretary of the Company, to require a special general meeting to be
called by the Board for the transaction of any business specified in such
requisition; and such meeting shall be held within two months after the
deposit of such requisition. If within twenty-one 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 of Bermuda.

Putting enquiries by Shareholders to the Board

Shareholders may send written enquiries to the Company for the
attention of the Company Secretary at the Company’s principal place of
business in Hong Kong.

Procedures for putting forward proposals by
Shareholders at Shareholders’ meeting

The number of members necessary for a requisition for putting forward a
proposal at a general meeting shall be:

(@ any number of members representing not less than one-twentieth
of the total voting rights at the date of the requisition; or

(b)  not less than one hundred members.
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A copy or copies of requisition signed by all requisitionists shall be
deposited, with a sum reasonably sufficient to meet the Company’s
expenses in giving notice of the proposed resolution or circulating any
necessary statement, at the Company’s registered office in the case of:

(i) a requisition requiring notice of a resolution, not less than six weeks
before the meeting; and

(i) any other requisition, not less than one week before the meeting.

The Company will verify the requisition and upon confirmation that
the requisition is proper and in order, the Board will proceed with the
necessary procedures.

PREPARATION OF FINANCIAL STATEMENTS

The respective responsibilities of the Directors and the auditor for
preparing financial statements of the Company are set out in the
“Independent Auditor’s Report” on pages 79 to 85 of this annual report.

The Directors acknowledge their responsibility for the preparation of
the financial statements of the Group and ensure that the financial
statements are prepared in accordance with statutory requirements
and applicable accounting standards. The Directors also ensure the
timely publication of the financial statements of the Group. The Directors
confirm that, to the best of their knowledge, information and belief,
having made all reasonable enquiries, they are not aware of any matters
uncertainly relating to events or conditions that may cast significant
doubt upon the Company’s ability to continue as a going concern.
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INTERNAL CONTROL AND RISK
MANAGEMENT

The Board'’s Responsibilities for the Risk
Management and Internal Control Systems

The Board acknowledges its responsibility for overseeing the risk
management and internal control systems of the Group and reviewing
their effectiveness at least annually through the Audit Committee.
However, the Board recognizes that no cost effective internal control and
risk management systems will preclude all errors and irregularities, as
such systems are designed to manage, rather than eliminate the risk of
failure to achieve business objectives, and can only provide reasonable
and not absolute assurance against material misstatement or loss.

The Board has delegated its responsibilities (with relevant authorities)
of risk management and internal control to the Audit Committee, and
management has provided a confirmation to the Audit Committee on the
effectiveness of these systems for the year ended 31 December 2017.

Main Features of the Risk Management and Internal Control
Systems

The Company recognises that good risk management is essential for
the long-term and sustainable growth of a business. The Board puts
particular emphasis on determining the risk-tolerance levels in achieving
the Group’s strategic objectives while the management is responsible
for the design, implementation and maintenance of a sound and effect
internal control systems under its risk management mechanism. The
Company has adopted “Three Lines of Defense” model to identify,
assess and mitigate different type of risks, model of which are set out
below:
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Board
BExg

Management
BEE

2nd Line of Defense
Management ensures risks are within acceptable range and that the 1st Line of Defense is
effective by: —

1. Defines rules sets and models
2. Provides technical support

3. Develops new system
4. Oversees portfolio

FEERAR

EEERRAREANEIEEARFE BT AR
1. REMRAEE RER 3. HIEREIE
2. IR 4. EEHES

1st Line of Defense

Business Units are responsible for identifying, assessing and monitoring risks associated with

each business or deal

E—ERAR

EBELARHA  FHERERESREBAXZENER

Process used to Identify, Evaluate and Manage
Significant Risks

(1)

Establish and update the risk assessment criteria and relevant risk
items.

Review the existing risk management mechanism, identify areas for
enhancement and refine the mechanism if necessary.

Identify relevant risks and update the identified risks in the risk
register in response to the changes in the Company’s business and
the external environment.

Rating for the impacts and inherent likelihood of each identified

risks, priorities the identified risk items and identify the responsible
risk owners.
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3rd Line of Defense

External Consultant assists the Directors
to regularly review the 1st and 2nd Line
of Defense by: —

1. Inspection
2. Monitor
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Analyse the counter measures which have been put in the risk
response (ranking) table based on risk priorities.

All high risk items should be reduced or eliminated by mitigation
actions while all medium risk items should be considered for
mitigation which subject to a cost benefit analysis.

Estimate the initial and ongoing costs for mitigation by comparing
with the estimate cost of non-mitigation and consider all risk
mitigation options.

Once the decision to mitigate the risk has been made and the
strategy is identified of each risk item, a mitigation plan should be
developed.

Prepare for the risk assessment results, which covers significant
risk that have been identified, which have a material impact on the
Company'’s financial performance or condition, and present the
same to the Audit Committee.

Develop the ongoing risk mitigation plan for the top prioritised
(significant) risk items based on the risk assessment results.

Whistleblowing Policy

All staff are considered to be an informal monitor. The Group relies

on each of its employee, at all levels, to monitor quality, ethics and

professional and the Group’s standards. The Group listens to employee

concerns, receives recommendations for improving the Group’s practices

and controls and announces timely communications on policy changes

and other matters of the Group.
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In addition, the Audit Committee establishes a whistleblowing policy,
whereby employees and those who deal with the Company to raise
concerns about possible improprieties in any matter relating to the
Company without fear of reprisal or victimization, in a responsible and
effective manner. Written complaints can be lodged directly to the
chairman of the Audit Committee and/or make a copy to the chief
financial controller of the Company (if applicable). The chairman of the
Audit Committee will then convene a meeting to decide whether and/
or how to carry out any necessary investigation and, depending upon
the circumstances, consider to nominate investigating officer or set up a
special committee to investigate the matter independently.

Process used to Review the Effectiveness of the
Risk Management and Internal Control Systems
and to Resolve Material Internal Control Defects

Risk assessment report and internal control review report are submitted
to the Audit Committee and the Board annually. The Board, through the
Audit Committee, had performed annual review on the effectiveness of
the Group’s risk management and internal control systems, including, but
not limited to, (i) the changes in the nature and extent of significant risks
and the Company’s ability to respond to changes in its business and the
external environment, (i) the scope and quality of management’s ongoing
monitoring of risks and of the internal control systems, (iii) the extent and
frequency of communication of monitoring results to the Audit Committee
and the Board which enables them to assess control of the Company
and the effectiveness of risk management, (iv) significant control failings
or weaknesses that have been identified, and (v) the effectiveness of
the Company’s processes for financial reporting and GEM Listing Rules
compliance.
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The Board considered the risk management and internal control systems
are effective and adequate for the year ended 31 December 2017. No
significant areas of concern that might affect the financial, operational,
compliance controls, and risk management functions of the Group were
identified. The scope of such review covers the adequacy of resources,
qualification and experience of staff of the Group’s accounting and
financial reporting functions and their attitude against internal control
of the Group. The Board will continue to work with the management to
discuss and follow-up on the status of remediation of the internal control
weaknesses and to monitor the risks of the Group in coming years.

Procedure and Internal Controls for the
Handling and Dissemination of Inside
Information

With respect to procedures and internal controls for the handling and
dissemination of inside information, the Company is aware of the
relevant obligations under the SFO and the GEM Listing Rules. Certain
reasonable measures have been taken from time to time to ensure that
proper safeguards exist to prevent a breach of a disclosure requirement
in relation to the Group, which include:

— dissemination of information should be absolutely limited to the
stated purpose and the core members within the Group who
are responsible for or involved with the project or the matter
in question. In addition, documents and files containing inside
information must be kept in a safe place to which access is
restricted to individuals who “need to know” the information.

— arecord documenting the distribution of the information including
the identity of the recipients and the time of dispatch should be
kept.

—  transmission of electronic file containing inside information must be
made under secure condition. Computer terminals must not be left
logged on and unattended where they can be accessed by others.

— unnecessary copying of documents containing inside information
must be avoided. Extra copies of such documents must be
promptly removed from meeting rooms and work areas after
meetings and discussions and destroyed if no longer required.
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Internal Audit Function

Currently, the corporate and operation structure of the Group is not
complex and a separate internal audit department may divert resources
of the Group. In considering the cost and benefit that may bring to
the Group, the Company would consider to set up an internal audit
department in case of the dramatic changes of the Group structure
and business environment or at any other circumstances that may
think fit. During the year, the Group engaged an external internal control
consultant, Netis Advisory Limited, to conduct a review on the internal
control system of the Group. The review covered certain operational
procedures and included recommendations for improvement and
strengthening of the internal control system of the Group. There is no
significant deficiency and weakness on the internal control system
has been identified by Netis Advisory Limited for the year ended 31
December 2017 during the review.

CONSTITUTIONAL DOCUMENTS

There is no change in the Company’s constitutional documents during
the year ended 31 December 2017.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RIR - HERERBE

FOREWORD

The Group primarily adopt the principles of the Environmental, Social and
Governance Reporting Guide (the “ESG Reporting Guide”) as set out
in Appendix 20 to the GEM Listing Rules and satisfied the “comply or
explain” provisions of the ESG Guide, with an aim to establish a sound
environmental, social and governance structure.

This report comprises the review of environment, social and governance
areas, which sets out the Group’s policies and practices as well as certain
major subsidiaries of the Company’s policies and practices in respect of
three environmental aspects and eight social aspects in accordance with
ESG Reporting Guide for the year from 1 January 2017 to 31 December
2017 (the “Year 2017”). This report is designed to allow the Company’s
stakeholders, such as shareholders, investors, customers, suppliers,
employees, creditors, regulators and the general public to have a
comprehensive understanding of the long-term sustainability information
of the Group. The Group seeks to balance the views and interests of
these stakeholders through constructive conversation with a view to
setting the course for long term prosperity.

The Group is principally engaged in digital cable television business,
wireless digital television value-added services, wireless digital audio
integrated circuits business and securities brokerage business.

The Group has maintained a head office in Hong Kong, as well as several
offices located in Shenzhen, Beijing and Qing County in Hebei Province
of the PRC.

The offices in Hong Kong (the “HK Office”), a PRC main office in Beijing
(the “BJ Office”) and branch offices of Shenzhen (the “SZ Office”) and a
branch office in Qing County (the “Qing Office”) considered as the major
business locations of the Group.
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EMISSIONS

As mentioned above, the Group is principally engaged in digital cable
television business, wireless digital television value-added services,
wireless digital audio integrated circuits business and securities
brokerage business. Hence, the emission relating to air and greenhouse
gas emissions, discharges into the water and land, as well as generation
of hazardous and non-hazardous wastes are minimal as compared to
mining or manufacturing business in the Year 2017.

During the Year 2017, the major emissions of the HK Office, BJ Office,
SZ Office and Qing Office were: (i) the fuel consumed, kilometres
travelled and greenhouse gases generated from use of motor vehicles;
(i) greenhouse gases generated from the electricity consumed; (iii)
greenhouse gases generated from the paper waste disposed at landfills;
and (iv) greenhouse gases generated from business air travel by
employees.

Air pollutants mainly include gaseous sulphur oxides (“SOx”), nitrogen
oxides (“NOx”) and particulate matter (“PM”), which have adverse effects
on climate, ecosystems, air quality, habitats, agriculture, and human and
animal health. The Group generates other air pollutants through the use
of its vehicles.

Gaseous Emissions from the Use of Motor
Vehicles

B

WEXF - AEEEEREARBUERE
% BEREBUBHREERYE  BREMFHET
FREBRBFRLES - Bt R-F—1F
B EERERBERGAEL  ARERZH
B ORERBEHEN - MK R i BERA KR E

RZT—+FE BEREE  LRPHEE -
FRINMEEREEREREZETZHENE ()R
BEFE - TREBERFERAAEEAZRAER
B () ABEAZRERE  (\WNHEEREE
BRELZBERE  Miv)IEEBBEMERT
EEZBRERE-

ZRSAMEERERALY(TSOx]) - &
S (Nox])) R FHF([PM]) - Z%F)5
AYERIR  ERRE  =ZREXR - EWER
# o BERABANBYIEFESGEKRTHF
2  AEEFERIESELEMERITRY

R TEEL ZREHK

Unit Total

Sources BERUR B st

Nitrogen oxide (“NOXx”) Aety (TNox]) Kg AT 25.5

Sulphur oxide (“SOXx”) ek ([sox]) C¥Ni 0.5

Particulate Matter (“PM”) BFRF ([PM]) Kg AT 1.9

Direct emission from use of FRREEE 2 EEHNR Kg DT 92.1
motor vehicles — Carbon - — &b (1CO,l)

dioxide (“CO,")
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Greenhouse Gas (“GHG"”) Emissions from ZZEZELZEZFRE(BER
Operations £ ) B

Unit Total

Sources BERUR B st

Direct emission from use of FRABEELE BEEN Kg of Carbon dioxide (“CO,") 92,118
motor vehicles A —&/bh ([CO,))

Indirect emission from REEA 2 HERER Kg of CO, 45,654
electricity consumption* AT CO;,

Indirect emission from FAZKESE Z R Kg of CO, 717.8
water consumption AT CO,

Indirect emission from disposal R R B R AR E A Kg of CO, 1,078
of paper waste at landfills 2 B BERR A CO,

Total 5t Kg of CO» 128,850
AT CO,

GHG intensity BAERBRE Kg of CO./M? of office 202

DT CO/ PREF T K

emission factor is sourced from the China Southern Power Grid in 2016.
The figures are calculated in accordance with the “Reporting Guidance on
Environmental KPIs”.

In order to minimise the fuel consumption, energy consumption, paper
wastage and air travel by employees, various sustainable development
measures have been enforced to address environmental responsibilities
are under normal operating procedures, including but not limited to (i)
motor vehicles are restricted to serve for customers’ use and senior
management to attend business meeting; (ii) staff were encouraged to
switch off the light and air-conditioning after the use of a room; (iii) staff
were encouraged to print only when necessary and prior use recycle
papers for printing; (iv) use of electronic form of documents to reduce
paper out; (v) staff were encouraged to prevent unnecessary overseas
business travel; (vi) high speed trains were used to replace flight
whenever available; and (vii) conference call was extensively adopted.
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Regarding measures to mitigate emissions, the Group closely monitors ~ BEFEBEMEMEEM S - RS E R ER
the level of energy consumption greenhouse gas emissions and waste  EgEFEFEKF - BERBHINE R EEE
disposed of its offices. Every year, offices are required to set their ;E%J@E| S o X#)J#?Jﬁﬁi’]/,\%ﬂm/\ =B
respective energy and carbon reduction targets, and come up with ~ BIEFRERAK B 1R - RIEEAIITHEMEERK B 12 -
feasible measures to achieve them. The details and results achieved are  FF1E REKERFITAT -

listed as follows:

Projects Details and results achieved

sHEl FHEREMRER

Compact fluorescent lamp Lightings in the offices have been installed compact fluorescent lamps
which have saved up much electricity as compared with incandescent
light lamp.

IEEYGS MERCDTEHEERE - HEERABEESS -

Water conservation Their staff were strictly control the usage of water resources in the offices,

staff were encouraged to save water at pantry. As a result, consumption
of water was saved.

ERHIAK W 8 TRRIEGIRK - AEBESE 8 TEAKBESAIAK - e
AETHIRK o
Air-conditioners The higher efficiency of air conditioners was selected in 2017, the relevant

consumption of electricity was reduced.

1 —CFEREARERS - AEAEEAD -
Non-Hazardous Waste Non-hazardous waste from HK Office, BJ Office, SZ Office and Qing

Office. included office consumables, household wastes, paper and paper
boxes for offices use. The offices were made their best effort to minimise
the impact on the environment by using recycle paper and paper boxes.
The offices are promoted separation of waste such as cartons and plastic
bottles, which were placed in certain areas assigned to recycled suppliers
for collection.

BERERY) BEERER  ERPREE NN EELEENERNESEEDEE
WAFEM  KEEREY - PORB R - WEEFBEABWARKA
BREABNREHRENTE - MERREHEEYMSER  WEBER
ERDRAF E D Be T @ Y e 35 T R 3 DA [m U

There is no hazardous waste produced from the operations of HK Office, &M EE LR EE - RN EERFTH
BJ Office, SZ Office and Qing Office. Non-hazardous waste produced #{RE 2 EBW T ELEBFEREEY - H5H
from the operations of HK Office, BJ Office, SZ office and Qing Office is =& * It R HE  FIIHEELEZHEE
mainly comprised of office consumables and household wastes, of which ~ Z&EELZ EEZEEY EBRERIFEM X
the non-hazardous waste are minimal. KENK - EREZEREYED -
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Compliance with relevant laws and regulations

The Group is not aware of any material non-compliance with the relevant
laws and regulations that have a significant impact relating to air and
greenhouse gas emissions, discharges into water and land, generation
of hazardous and non-hazardous waste of the Group during the Year
2017. In addition, no significant fine or non-monetary sanction for non-
compliance with relevant laws and regulations has been reported in the
Year 2017.

BFEBELEZLIHR

RIZE—LFE  AEEITNEEBAEHE
ZERIMBERBBIEN - MK R 2 FERUA R
EXAEREERRNELCEATEZER
ERERZEMEBRERBR Mo —F
—tEFENRAREEARBTERERERME
ERFBERARIFEEHE BN -

USE OF RESOURCES EREIR
Relevant Consumptions from Operation EEEL2ABHR
Unit Total
Sources SHEER B st
Energy Consumption REROEFE
Electricity consumption EWab=Fs kWh T ELEF 95,945
CO, equivalent emission for MEHFERCO, &2 HE~ Kg AT 457
electricity consumption®
Electricity consumption intensity BHERERE KWh/M2 of office 150.4
TREPAEFHTK
Water Consumption TRH 2
Water consumption IR ERE Cubic metre (“M?”) 717.8
AR K])
Water consumption intensity KB BFRERE M3/M2 of office 1.13
MAKR S BRAEFFK
Paper Consumption HIRIHFE
Disposal of paper waster at landfills ~ FA#EIE & 57 & BEAR Kg 2T 224.50
CO, equivalent emission for FLARIRHFER) CO, & 2 HERK Kg AT 1.1
paper consumption
Disposal of paper waster PR R R B R R RS Kg/M2 of office 0.35
at landfills intensity N NS

*

emission factor is sourced from the China Southern Power Grid in 2016.
The figures are calculated in accordance with the “Reporting Guidance on
Environmental KPIs”.

. HRRARDRE-_E-A"FHEELIEHE - &K
BRI [RIRAR AR R GRS 55
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The Group is committed to minimise the impact of business activities on
the environment, and supporting environmental protection programmes.
In particular, a number of initiative measures designed to conserve
resources were introduced to promote employee awareness of the need
in order to achieve efficient utilisation of resources.

As mentioned in the above “Emission” section, the Group has a series
of policies and procedures to minimise the electricity consumed by
the employees in the HK Office, BJ Office, SZ Office and Qing Office.
In addition, multi-function devices with printing, scanning and photo
copies were extensively adopted. Employees were encouraged to switch
on the computers only when use and switch off after office hours. For
policies on the efficient use of water resources in the offices, staff were
encouraged to save water at pantry. The drinking water containers were
well maintained to prevent leakage. For policies on packaging material,
staff were encouraged to use recycle paper boxes.

THE ENVIRONMENT AND NATURAL
RESOURCES

The Group encourages all employees to participate in different kinds of
recycling activities and minimising the use of natural resources. In the
Year 2017, there is no significant impact on the environment and natural
resources from the operations of the Group, in particular, the HK Office,
BJ Office, SZ Office and Qing Office.

The impact on the environment and natural resources from the offices of
the Group in HK and PRC are minimal in the Year.
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EMPLOYMENT

Distribution of workforce classified by

Difference Catalogues

(=
BT 57 2% 8 ) 7

Unit Total
Social Performance HERR B P
By Gender B RIE D
Male B No. of people AL 63%
Female i No. of people A 37%
Total FH No. of people A& 100%
By Age Group R4 BB 2
Under 30 30FRA T No. of people AL 4%
30-50 30 E505% No. of people AEX 74%
51 or above 51 s A £ No. of people A £k 22%
Total st No. of people AE{ 100%

Distribution by gender
of 4 offices

9@ =5 5 2 el

H Male
E:]

B Female

Distribution by age group
of 4 offices

OB 5 i FE L

4%

B Under 30 years old
30BR A T
M 30-50 years old

305 Z£505%
Over 50 years old
74% 505 A £

2017 F45% E5PRERERAT
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The Group seriously emphasise on developing human resources and
provides competitive remuneration and welfare packages. Promotion
opportunities and salary increments are benchmarked against individual
performance. Employees are entitled to benefits such as annual leave,
sick leave, maternity leave, marriage leave and medical insurance
coverage in accordance with local laws and regulations.

The Group emphasises on equal opportunities for all personnel in
respect of hiring, pay rates, training and development, promotion and
other terms of employment. The Group committed to providing a work
environment that is free from any form of discrimination on the basis of
ethnicity, gender, religion, age, disability or sexual orientation.

The Group has diversified cultures including the employees with different
genders, ages, skills, educational backgrounds, industry experiences
and other qualifications in order to achieve the most suitable composition
and balance.

The remuneration of the employees of the Group will be adjusted
based on the levels of business prospect, the annual operating results,
annual performance appraisal, market trend and inflation. A share
option scheme was adopted on 30 December 2011. The purpose of
the scheme is to enable the Group to grant options to participants as
incentives or rewards for their contributions to the Group.

Treatment of employee’s misconduct is to be fair and reasonable in all
of the circumstances. Misconduct may lead to a warning, and more
serious misconduct may lead to a dismissal. Any acts of misconduct are
to be reported to the administration department. In addition, the audit
committee establishes of whistleblowing policy. Written complaints can
be lodged directly to the chairman of the Audit Committee and/or make
a copy to the chief financial controller of the Company (if applicable).
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HK Office has established a series of policies to ensure compliance with
the Employment Ordinance of Hong Kong. For BJ Office and SZ Office,
the employees are required to sign employment contracts with relevant
subsidiaries. Such employment contracts and a series of policies aim to
ensure compliance with Labour Law of the PRC, Labour Contract Law of
the PRC and other local laws and regulations. In addition, the employees’
wages, overtime pay and related benefits are in accordance with the
local minimum wage. The working hours for general employees are
normally not more than 8 hours a day and 40 hours a week. Integrated
computation of working hours is implemented with reference to the
requirements of the Labour Law of the PRC.

Compliance with relevant laws and regulations

The Group is not aware of any material non-compliance with the
relevant laws and regulations that have a significant impact relating to
compensation and dismissal, recruitment and promotion, working hours,
rest periods, equal opportunity, diversity, anti-discrimination and other
benefits and welfare on the Group during the Year 2017. In addition,
no non-compliance with relevant laws and regulations that resulted in
significant fine or sanction has been reported in the Year 2017.

HEALTH AND SAFETY

The Group adopts non-discriminatory employment practices and
provides a healthy and safe workplace. All employees are required to
keep the office premises in good and cleaning condition. Occupational
hazards at workplace are reported to the local regulatory authorities
annually.

Smoking is prohibited in office areas. Fire extinguishers, fire alarms and
evacuation route are available for the employees located at HK Office,
Hengxin BJ Office, SZ Office and Qing Office.

BEAMBECHE—RINBOR - BRETES
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Compliance with relevant laws and regulations

The Group is not aware of any material non-compliance with the relevant
laws and regulations that have a significant impact on providing a safe
working environment and protecting employees from occupational
hazards of the Group during the Year 2017.

In addition, no non-compliance with relevant laws and regulations that
resulted in significant fine or sanction has been reported in the Year
2017.

DEVELOPMENT AND TRAINING

The Group has committed to provide on-the-job training of its employees
in order to enhance their knowledge and skills. All employees are
encouraged to enhance their skills and knowledge in order to perform
their duties more efficiently and effectively. During the Year 2017, certain
external training expenses recommended to the employees were borne
by the Group such as the topics about financial reporting and compliance
updates on local laws and regulations.

The Group encourages employees to strike a balance between work
and life. All employees are encouraged to participate in the recreation
activities in order to enhance the team spirit, employee’s sense of
belonging and morale. For knowledge management and enhancement of
using electronic devices purpose, the HK Office, BJ Office, SZ Office and
Qing Office provide free internet connection facilities to all employees.

LABOUR STANDARDS

The Group fully understands that the exploitation of child and forced
labour are universally condemned, and therefore take the responsibility
against child and forced labour very seriously. The Group strictly comply
with all laws and regulations against child labour and forced labour, in
particular, for the HK Office, BJ Office, SZ Office and Qing Office.

Employment by the Group is based on the principle of fairness, openness

and willingness. All individuals enter into employment contracts without
acts of forced labour.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RIR - HERERBE

Compliance with relevant laws and regulations

The Group is not aware of any material non-compliance with the relevant
laws and regulations that preventing from employment of child or
forced labour by the Group during the Year 2017. In addition, no non-
compliance with relevant laws and regulations that resulted in significant
fine or sanction has been reported in the Year 2017.

SUPPLY CHAIN MANAGEMENT

The Group has the greatest respect for the laws and regulations that
govern its business. The Group always adheres to international best
practices and conducts fair and unbiased procurement processes when
dealing with suppliers.

The Group adheres to the principle of transparency and implement the
values of honesty, integrity and fairness in the supply chain management.
The Group’s procurement procedures provide directions and guidelines
on evaluation and engagement when dealing with suppliers of goods
and services to ensure business is conducted legally, financially and
technically-sound. In addition, approval procedures are in place to
ensure that supplier engagements are monitored and approved by the
appropriate level of management.

PRODUCT RESPONSIBILITY

A high priority for the Group is to ensure customer satisfaction in terms
of its products and services. Strenuous efforts are made to ensure
compliance with the laws and regulations relating to product health and
safety, advertising, labelling and privacy matters of the jurisdictions in
which the Group operates. The Group requires its employees to comply
with applicable governmental and regulatory laws, rules, codes and
regulations.

Compliance with relevant laws and regulations

The Group is not aware of any material non-compliance with the relevant
laws and regulations that have a significant impact relating to health and
safety, advertising, labelling and privacy matters relating to products and
services provided and methods of redress on the Company during the
Year 2017. In addition, no significant fine has been reported in the Year
2017.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RIR - HERERBE

ANTI-CORRUPTION

Corruption, bribery or fraud in any forms are strictly prohibited. The
Group’s anti-corruption policies in practice set out standards of conduct
to which all employees are required to adhere to promote the integrity
environment in the workplace. All employees are prohibited to offer
and accept of advantages by using the excuse of work or the authority
granted from the Group. The advantages include but not limited to
money, gifts, loans, rewards, contracts, services and benefits-in-kind.

The Group encourages the reporting of dishonest acts among the
employees. HK Office prohibits all employees to accept brides, valuables
and the embezzlement of funds. BJ Office and SZ Office may terminate
the employment with the employee who carries out dishonest acts as
stated in the employment contracts.

Compliance with relevant laws and regulations

There is no legal case concerning corruption brought against the Group
or its employees for the Year 2017.

COMMUNITY INVESTMENT

The Group is committed to creating sustainable prosperity that brings
long-term social and economic benefits for all stakeholders, particularly
to maintain the relationship with interest groups which are relevant to
business operation. This is realised by first meeting the needs of the
employees and then further extending the caring and services to their
families and to the surrounding community.

Although the Group has not established and documented a specific
community policy, social care is deep-seated in the Group’s corporate
culture. Employees are encouraged to participate in various charitable
events and community service.
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DIRECTORS AND SENIOR MANAGEMENT

EENEREER

EXECUTIVE DIRECTORS

Tan Sri Dato’ Lim Tong Yong (“Tan Sri Dato’ Lim”), aged 68, was
appointed as the chairman of the Board and an executive Director on
17 February 2016. He is also a director of several subsidiaries of the
Company. Tan Sri Dato’ Lim was conferred an honorary title of Tan Sri
by His Majestry the King of Malaysia. He obtained his Bachelor Degree
from Nanyang University, Singapore in 1971. Using his knowledge and
experience in the palm oil industry, Tan Sri Dato’ Lim established Paos
Industries Sdn Bhd in 1987 and subsequently, he established Paos
Holdings Berhad in 1997. Paos Holdings Berhad has been listed on
the main board of Bursa Malaysia Berhad since 2000, which principally
engaged in the downstream of the palm oil industry, producing palm oil
and value-added products of palm oil, such as finished soap, animal
feed, cocoa butter substitute and soap chips. Currently, Paos Industries
Sdn Bhd is a wholly-owned subsidiary of Paos Holdings Berhad while
Tan Sri Dato’ Lim is the substantial shareholder of Paos Holdings Berhad.
He was the major shareholder of Pantai Holdings Berhad, the largest
chain of private hospital in Malaysia. In addition, Tan Sri Dato’ Lim also
involved in various industries, such as medical, hemodialysis products,
investment bank, chemical products, biodiesel, palm oil refineries, soy
lecithin, hotel and tourism.

Mr. Chen Rongbin (“Mr. Chen”), aged 54, was appointed as a vice
chairman of the Board, an executive Director and the chief executive
officer of the Company on 21 July 2016. He is also a member of the
Remuneration Committee and a director of several subsidiaries of the
Company. He obtained his bachelor’s degree in economics from Hunan
College of Finance and Economics (#irB14LE6E) (now known as
Hunan University ($1FA2)) in 1987. Mr. Chen obtained the Economist
qualification (4% 7R (L% & %) and awarded the Floor Trader qualification
(BT K EE) from the Shenzhen Stock Exchange. He also obtained
the practising certificate issued by the Securities Association of China
and a license for dealing in securities issued by the Securities and
Futures Commission in Hong Kong. Mr. Chen has almost 30 years of
experiences in banking and security management and is familiar with
financial businesses such as banking, security and third party payment.
He served as senior management in several sizeable state-owned
financial institutions during 1987 to 2012. From September 2012 to
August 2015, Mr. Chen worked with Yue Xiu Securities Holdings Limited,
and his last position was marketing director. From October 2015 to June
2016, he served as chief investment officer of Aurum Pacific (China)
Group Limited, whose shares are listed on GEM.
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DIRECTORS AND SENIOR MANAGEMENT

EENEREER

Mr. Gao Yang (“Mr. Gao”), aged 62, was appointed as an independent
non-executive Director on 9 November 2015 and re-designated as an
executive Director on 18 December 2015. He is also the compliance
officer of the Company and a director of several subsidiaries of the
Company. Mr. Gao graduated from & BBz &30 2 6442 A2 National
Judicial Official Amateur Legal University* (the predecessor of National
Judges College), majoring in law. He has extensive legal knowledge
and has accumulated extensive experience in judgement. Mr. Gao had
been worked in the Beijing court system for almost 20 years and has
held various positions such as clerk of the court, assistant judge, judge,
deputy chief judge of the Criminal Court and chief judge of the Economic
Court. He also worked as general manager for several companies during
1991 to 2015.

Mr. Yuan Gonglin (“Mr. Yuan”), aged 47, was appointed as an
executive Director on 3 July 2017. He is also a member of the
Nomination Committee and a director of a subsidiary of the Company.
He obtained his Master of Law from Xiangtan University in 2006 and
obtained college teacher’s qualification in 2008. Mr. Yuan passed the
qualification examinations for fund practitioners (&3 A BERE
#) (on fundamental knowledge in securities investments and funds (&
FIGEE S BB ANE) and regulations of funds, professional ethics and
industrial standard and practices (FE&ERAR - B EEHEERR
#f)) organized by the Asset Management Association of China in 2015
and passed the qualification examinations for practitioners in securities
industry (755242 A B 1% ) (on fundamental laws and regulations
governing the securities market (8% MiHEAAEA#) and securities
market fundamental knowledge (& &l 35ERE A15,) organized by the
Securities Association of China in 2017. He has been worked for several
vocational colleges in China for almost 20 years and worked as chief
executive officer for a fund company during April 2015 to May 2017. Mr.
Yuan has extensive experience in management, including team building,
project management, communication and collaboration and familiar
with operations, management and information disclosures of funds and
coordination of industry associations.
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DIRECTORS AND SENIOR MANAGEMENT

EENEREER

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Xu Haiou (“Mr. Xu”), aged 50, was appointed as an independent
non-executive Director on 15 June 2016. He is also the chairman of the
Remuneration Committee and a member of each of the Audit Committee
and Nomination Committee. Mr. Xu holds a degree of bachelor of
business studies with a major in finance, from Massey University of
New Zealand. He has over 10 years’ experience in banking credit and
investment management businesses and 10 years’ experience in private
equity funds management. Mr. Xu had worked in JF3IIT & A& 3%
BB AT (Shenzhen Qina Industrial Development Co., Ltd.*) during
the period of 2010 to September 2013 as deputy general manager
and was involved in helping that company to apply for personal SAFE
foreign currency exchange franchise business, and the establishment
of “Excellent Exchange” currency exchange brand. In 2013, he founded
and served as the general manager of F&YI B #E S B R A 7 (Shenzhen
G&F Trading Co., Ltd.), which is a company principally engaged in
operation of convenience store chain business in Shenzhen port, metro
and hospitals.

Mr. Chau Sen Chung (“Mr. Chau”), aged 58, was appointed as an
independent non-executive Director on 31 August 2016. He is also the
chairman of the Nomination Committee and a member of each of the
Audit Committee and Remuneration Committee. Mr. Chau obtained a
Bachelor degree from =R A& K22 (East China Normal University) with
a major in Mathematics. He had served as E/B8MAHRBEEG & TS
Bl#E K (the Deputy Secretary-General of Shanghai Public Relations
Association) in _EBMZEAEF LR (the Economic Section of the
United Front Work Department of Shanghai Committee of the Chinese
People’s Political Consultative Conference) and had also served as
the chief representative of the Shanghai representative office of [
A% =%E /N 7] (Alied Domecq PLC), responsible for managing
the wine trading business in provinces in Huadong region. Mr. Chau is
currently a director of #5& (/&) BIFR & SR A7) (Changyi (Shanghai)
International Trade Co., Ltd.). He has extensive experience in wine
trading. In addition, Mr. Chau involved in clubhouse catering business
since 2014 and entrenched well-developed relationships and network.
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DIRECTORS AND SENIOR MANAGEMENT
EENRSHREEE

COMPANY SECRETARY NERWE

Mr. Tse Kam Fai (“Mr. Tse”), aged 54, was appointed as the Company @ ###E L4 ([#EE]) - 5458 RZZT—PUF
Secretary on 1 January 2014. Mr. Tse is a fellow member of The Institute — A —BEZEAREWE - HELERAHEF
of Chartered Secretaries and Administrators and a fellow member of The ~ FFMEBRITBRAB AR EFE + REBRFTH
Hong Kong Institute of Company Secretaries. He is also a member of ZEABERE T - HWITLABEAEFLEFEE -

BE =S AN

The Hong Kong Institute of Directors. Mr. Tse has more than 25 years’ i ETEEMRIELTRAGNEESHRME -
2N

solid experience in regulatory compliance, corporate governance and (B AMAGIWEFBEHE BEBIB25FHER
corporate secretarial matters of listed and non-listed companies. 15 o
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REPORT OF THE DIRECTORS
EEOHE

The Directors have pleasure in submitting their report and the audited
financial statements of the Company for the year ended 31 December
2017.

PRINCIPAL ACTIVITIES AND BUSINESS
REVIEW

The principal activity of the Company is investment holding. The Group
is principally engaged in digital cable television business, wireless digital
television value-added services business, wireless digital integrated
circuits business and securities brokerage business. Details of the
principal activities of the principal subsidiaries of the Company are set
out in note 21 to the consolidated financial statements.

A detailed review on the Group’s business performance and financial
position during the year ended 31 December 2017, as well as the
development and likely future prospects of the Group’s business are
provided throughout this annual report and in particular under the
following separate sections:

(@  review of the Group’s business and financial position; development
and future prospects of the Group’s business; and details of
financial key performance indicators — “Management Discussion

and Analysis” of this annual report;

the principal risks and uncertainties facing the Group — “Principal
Risks and Uncertainties” set out in the following section of this
report;

the Group’s environmental policies and performance; and key
relationships with employees, customers and suppliers —
“Environmental, Social and Governance Report” of this annual
report; and

the Group’s compliance with the relevant laws and regulations —
"Compliance with Laws and Regulations” set out in the following
section of this report and “Environmental, Social and Governance
Report” of this annual report.

These discussions form part of this Report of the Directors.

No important events affecting the Group have occurred since the year
ended 31 December 2017.
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PRINCIPAL RISKS AND UNCERTAINTIES

Business/Market Risks

1t SR TR 48 & 1T B BR A 7] (Beijing Yaao Boshi Technology Limited®)
had co-operated with local television stations of Xinji, Dongguang and
Qing County in Hebei province to develop the cable television network
that covers the 3 counties. The digital transformation scheme had been
implemented for the cable television subscribers in the said 3 counties.
The revenue from this sector form the main and vital source among the
other business sectors in the Group.

The functional manager will carefully scrutinize each project for related
risks and returns. These include assessment of relevant government
policies, market demand, market conditions and economic data.
The Management is responsible for supervision, conducting regular
operational reviews and keeping the Board fully informed through regular
reports (either in written or verbal form), and prompt decisions can
therefore be made if changes are required.

Operational Risks

The front-line or functional manager will review key activities of the
Group and ensures all material required control procedures, including
financial and operational, are functioning implemented. Precautionary
and contingency measures are also set up to ensure the Group is
protected against major potential loss, damage or impact to the business
operations.

Financial Risks

The investment and business operation are exposed to risks from
exchange rates, interest rates and liquidity. Amid global and PRC financial
uncertainties, the financial risks encountered by the Group had increased
accordingly.
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REPORT OF THE DIRECTORS
EEOHE

The management and head of finance department of the Group closely
monitors the financial risks and when appropriate will adopt measures
to manage and hedge corresponding risk if necessary and obtained
approval from the Directors. The Group's cash and financing are
decentrally managed and controlled at the subsidiary level and closely
monitored at the corporate level through regularly reporting. To meet the
obligations as and when needed, the Group maintains sufficient facilities
with various banks in PRC and Hong Kong. The maturity of deposits and
loans are planned and managed to reduce liquidity risk.

Compliance Risks

Front-line or functional manager reviews key activities of the Group to
ensure the compliance of local rules and regulations from time to time.
The responsible persons of each of the major subsidiaries are required
to communicate and consult with local legal advisors in daily operations
or for material transactions if necessary. The Group has engaged a PRC
legal advisor in 2017 for legal services from time to time when in need in
PRC and a Hong Kong legal advisor for certain major events in 2017 to
reduce the risk of non-compliance of local rules and regulations as well
as the requirements of the GEM Listing Rules.

Other Risks

Details of other risks, for example, the foreign currency risk, credit risk,
liquidity risk and interest rate risk, is set out in note 5 to the consolidated
financial statements.

COMPLIANCE WITH LAWS AND
REGULATIONS

The Group’s operations are mainly carried out by the Company’s
subsidiaries in the PRC while the Shares are listed on GEM. Hence,
our establishment and operations shall comply with relevant laws
and regulations in the PRC, Hong Kong and the respective place of
incorporation of the Company and its subsidiaries. In addition, the
Company is required to comply with the GEM Listing Rules.
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During the year ended 31 December 2017 and up to the date of this
report, as far as the Company is aware, there was no material breach of
or non-compliance with applicable laws and regulations by the Group
that has a significant impact on the business and operations of the
Group.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2017
are set out in the consolidated statement of profit or loss and other
comprehensive income on pages 86 to 87 of this annual report.

DIVIDEND

The Board does not recommend the payment of a final dividend for the
year ended 31 December 2017 (31 December 2016: Nil).

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the Group
during the year ended 31 December 2017 are set out in note 17 to the
consolidated financial statements.

CONNECTED TRANSACTIONS AND
CONTINUING CONNECTED TRANSACTIONS

During the year ended 31 December 2017, the Group had not entered
into any transactions which constituted non-exempt connected
transactions or non-exempt continuing connected transactions under the
GEM Listing Rules.
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REPORT OF THE DIRECTORS
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RELATED PARTY TRANSACTIONS

During the year ended 31 December 2017, the Group had entered
into certain transactions with parties regarded as “related parties”
under the applicable accounting standards but these transactions
were not regarded as connected transactions or continuing connected
transactions under the GEM Listing Rules. Details of these related
party transactions are disclosed in note 42 to the consolidated financial
statements.

SHARE CAPITAL

As at 31 December 2017, the authorised share capital of the Company
was HK$100,000,000 divided into 10,000,000,000 Shares and the
issued share capital of the Company was HK$83,045,380.10 divided
into 8,304,538,010 Shares. There was no movement in issued share
capital of the Company during the year ended 31 December 2017.

RESERVES

Details of movements in the reserves of the Group during the year
ended 31 December 2017 are set out in the consolidated statement of
changes in equity on page 90 of this annual report and note 36 to the
consolidated financial statements.

DISTRIBUTABLE RESERVES

As at 31 December 2017, the Company did not have any reserves
available for cash distribution and/or distribution in specie to the
Shareholders, as computed in accordance with the Companies Act
1981 of Bermuda (as amended) (31 December 2016: Nil). In addition,
the Company’s share premium balance of approximately HK$2,001.4
million as at 31 December 2017 (31 December 2016: approximately
HK$2,001.4 million) may be distributed in the form of fully paid bonus
shares.
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DIRECTORS

The Directors during the year ended 31 December 2017 and up to the
date of this annual report were:

Executive Directors

Tan Sri Dato’ Lim Tong Yong (Chairman)

Mr. Chen Rongbin (Vice Chairman and Chief Executive Officer)
Mr. Qiu Bin (retired on 2 June 2017)

Mr. Gao Yang

Mr. Hu Qixian (resigned on 26 June 2017)

Mr. Chen Xi (retired on 2 June 2017)

Mr. Yuan Gonglin (appointed on 3 July 2017)

Independent non-executive Directors

Mr. Wong Chi Keung (resigned on 19 September 2017)
Ms. Chen Yan (resigned on 26 April 2017)
Mr. Xu Haiou
Mr. Chau Sen Chung
Mr. Tong Tai Alex (appointed on 15 January 2018
and resigned on 20 February 2018)

Pursuant to Bye-Law 87(1) of the Bye-Laws, Tan Sri Dato’ Lim Tong Yong
and Mr. Gao Yang shall retire from office by rotation at the forthcoming
annual general meeting of the Company. In addition, by virtue of Bye-
Law 86(2) of the Bye-Laws, Mr. Yuan Gonglin shall retire from office as
Director at the forthcoming annual general meeting of the Company. Al
of the above retiring Directors, being eligible, will offer themselves for re-
election at the forthcoming annual general meeting of the Company.

As disclosed in the Company’s announcement dated 19 September
2017, Mr. Wong Chi Keung (“Mr. Wong”) tendered his resignation as an
independent non-executive Director with effect from 19 September 2017.
In his letter of resignation, Mr. Wong stated that his decision to resign
from the Company is due to the differences in management concept and
approach with some members of the Board. Mr. Wong confirmed that,
notwithstanding to the reason for his resignation as stated above, he
has no disagreement with the Board and that there is no other matter in
relation to his resignation that needs to be brought to the attention of the
Shareholders and the Stock Exchange.
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DIRECTORS AND SENIOR MANAGEMENT

Biographical details of the Directors and senior management of the
Company are set out on pages 59 to 62 of this annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of Tan Sri Dato’ Lim Tong Yong, Mr. Gao Yang, Mr. Xu Haiou
and Mr. Chau Sen Chung, has entered into a service contract with
the Company for a fixed term of one year renewable automatically for
successive terms of one year each commencing from the day next after
the expiry of the then current term of appointment.

Each of Mr. Chen Rongbin and Mr. Yuan Gonglin, has entered into
a service contract with the Company for a fixed term of three years
renewable automatically for successive terms of one year each
commencing from the day next after the expiry of the then current term
of appointment.

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

DIRECTORS’ INTEREST IN CONTRACTS

No transaction, arrangement or contract of significance (as defined in
Rule 18.25 of the GEM Listing Rules) to which the Company or any
of its subsidiaries was a party and in which a director or substantial
shareholder of the Company has a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the year
ended 31 December 2017.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 December 2017.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES
OR DEBENTURES

At no time during the year under review was the Company or any of its
subsidiaries a party to any arrangement to enable the Directors, their
respective spouse or 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.

DISCLOSURE PURSUANT TO RULE
17.50A(1) OF THE GEM LISTING RULES

Pursuant to Rule 17.50A(1) of the GEM Listing Rules, changes in the
information of the Directors since the date of the Interim Report 2017 of
the Company are set out below:

Director’s fee of independent non-executive
Directors

With effect from 1 January 2018, the Director’s fee of each of Mr. Xu
Haiou and Mr. Chau Sen Chung, independent non-executive Directors,
has been adjusted to HK$240,000 per annum.

PERMITTED INDEMNITY PROVISION

The Company has arranged for appropriate insurance cover for
Directors’ and officers’ liabilities in respect of legal actions against its
Directors and senior management arising out of corporate activities. The
Bye-Laws provide that the Directors shall be indemnified and secured
harmless out of the assets and profits of the Company from and against
all actions, costs, charges, losses, damages and expenses which they or
any of them, their or any of their heirs, executors or administrators, shall
or may incur or sustain by or by reason of any act done, concurred in or
omitted in or about the execution of their duty, or supposed duty, in their
respective offices provided that this indemnity shall not extend to any
matter in respect of any fraud or dishonesty which may attach to any of
said persons.
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Save as the above, at no time during the year ended 31 December 2017
and up to the date of this annual report, there was or is, any permitted
indemnity provision (as defined in section 9 of the Companies (Directors’
Report) Regulation (Chapter 622D of the Laws of Hong Kong)) being
in force for the benefit at any of the Directors (whether made by the
Company or otherwise) or any of the directors of an associated company
(if made by the Company).

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by the
Board on the basis of their merits, qualifications and competence.

The emoluments of the Directors are fixed by the Board with reference to
the recommendations from the Remuneration Committee having regard
to the duties and responsibilities of the Directors.

The Company has adopted the Share Option Scheme as an incentive to
Directors and eligible participants, details of the scheme is set out below.

SHARE OPTION SCHEME

The terms of the Share Option Scheme adopted on 30 December 2011
are summarized as follows:

(a) Purpose

The purpose of the Share Option Scheme is to enable the Group
to grant options to participants as incentives or rewards for their
contributions to the Group.
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(b)

(c)

(d)

(e)

Participants

The Directors may, at their discretion, invite any person who is a
full time or part time employee or director of any member of the
Group, a consultant or agent of or adviser to any member of the
Group, to take up options to subscribe for the Shares.

Total number of Shares available for issue

At the annual general meeting of the Company held on 31 May
2016, a resolution relating to the refreshment of the scheme
mandate limit under the Share Option Scheme was passed by the
Shareholders as an ordinary resolution of the Company. The total
number of the Shares available for issue under the Share Option
Scheme is 795,670,983 Shares, representing approximately 9.58%
of the issued Share as at the date of this annual report.

Maximum entitlement of each participant
under the Share Option Scheme

The total number of Shares issued and to be issued upon exercise
of the options granted under the Share Option Scheme to each
participant in any 12 months period shall not exceed 1% of the
Shares in issue as at the date of grant.

Time of exercise of option

An option may be accepted by a participant within 28 days from
the date of the offer of grant of the option. Upon acceptance of the
option, the grantee shall pay HK$1.00 to the Company by way of
consideration for the grant of the option.
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(f)

(9)

An option may be exercised in accordance with the terms of
the Share Option Scheme at any time during the period to be
determined and notified by the Board to each grantee, at the time
of making an offer of the grant of an option which shall not expire
later than 10 years from the date of grant of the option. Unless
otherwise determined by the Directors and stated in the offer of
the grant of options to a grantee, there is neither any performance
target that needs to be achieved before the option can be
exercised nor any minimum period for which an option must be
held before it can be exercised.

Price of Shares

The subscription price for a Share in respect of any particular
option granted under the Share Option Scheme shall be such price
as the Board in its absolute discretion shall determine, save that
such price will not be less than the highest of (i) the closing price
of the Shares as stated in the Stock Exchange’s daily quotations
sheet on the date of grant, which must be a business day; (i) the
average of the closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheet for the five business days
immediately preceding the date of grant; and (iii) the nominal value
of a Share.

Remaining life of the Share Option Scheme

The Share Option Scheme will remain in force before 29 December
2021.

There was no outstanding share options as at 31 December 2016 and

2017. No option was granted, exercised, cancelled or lapsed during the

year ended 31 December 2017.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION

As at 31 December 2017, the interests and short positions of the
Directors, the chief executive of the Company or their respective
associates (as defined in the GEM Listing Rules) 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) which were
required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
and short positions which they were taken or deemed to have under
such provisions of the SFO); or pursuant to section 352 of the SFO, to be
entered in the register referred to therein; or pursuant to Rules 5.46 to 5.67
of the GEM Listing Rules relating to securities transactions by Directors,
to be notified to the Company and the Stock Exchange were as follows:

Interests and short position in Shares,
underlying shares and debentures of the
Company
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Approximate
percentage of interests in
the issued share capital

Name of Director Capacity Long position/short position ~ Number of Shares held of the Company

ERATERITRAER

EEpE ) #e/ %R FRRGEE ZBAEA L

Tan Sri Dato’ Lim Tong Yong ~ Beneficial owner Long position 865,596,000 10.42%
FHHT R S BARERF* BB A Ha

Save as disclosed above, none of the Directors and chief executive of BREXPBEEN R_T—LF+_H

the Company nor their associates had any interests and short positions
in the Shares, underlying shares and debentures of the Company and its
associated corporations, as recorded in the register maintained by the
Company pursuant to section 352 of the SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to the required standard
of dealings by Directors as referred to in Rule 5.46 of the GEM Listing
Rules as at 31 December 2017.
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SUBSTANTIAL SHAREHOLDERS'’/

OTHER PERSONS’ INTERESTS AND
SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

As at 31 December 2017, the following persons (other than the Directors
and the chief executive of the Company) had interests or short positions
in the Shares or underlying shares of the Company as recorded in the
register required to be kept under section 336 of the SFO:
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Long positions in the Shares REBRGZIFE
Approximate
percentage of
interests in the issued
Number of Shares share capital
Name of shareholders Type of interests held/interested in of the Company
BFEZRGOHE, HARATE BITRAERE
BRREE BB SR BEREEZRAHE ZBHBEDL
Tang Hanbo Beneficial owner 1,000,000,000 12.04%
EEE EnEEA
Sino King Trading (HK) Beneficial owner 434,782,608 5.24%
Co., Limited BEREBA
Chan Lai Pan (Note) Interest in controlled corporation 434,782,608 5.24%
Chan Lai Pan (Ffizt) Ry LE
Note: BifsE

Chan Lai Pan is the legal and beneficial owner of the entire issued share capital
of Sino King Trading (HK) Co., Limited. By virtue of the provisions of Part XV of
the SFO, Chan Lai Pan is deemed to be interested in these 434,782,608 Shares
which Sino King Trading (HK) Co., Limited is interested.

Save as disclosed above, as at 31 December 2017, the Directors were
not aware that there was any person (not being a Director or chief
executive of the Company) who had, or was deemed to have, interests
or short positions in the Shares or underlying shares of the Company
which would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO and was recorded in the register
kept by the Company pursuant to section 336 of the SFO.

Chan Lai Pan % Sino King Trading (HK) Co., Limited
2MEBTRAZAZEREARA - RIBZH LB
B GBI EBEXVER Z &3+ Chan Lai Pant# 18 A& 1 5%
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MAJOR CUSTOMERS AND SUPPLIERS

ITEFEFREAER

Approximate Percentage of

the Group’s
HEAEESAIESL
Revenue Purchases
Wi R
The largest customer BAREP 36%
Five largest customers in aggregate AREFAE 41%
The largest supplier BAEIER 9%
Five largest suppliers in aggregate A ARBEEEET 21%

None of the Directors or any of their close associates or any
Shareholders (which to the best knowledge of the Directors own more
than 5% of the number of issued Shares) had any interest in the Group’s
five largest customers and suppliers respectively.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Bye-Laws or the
laws of Bermuda, being the jurisdiction in which the Company was
incorporated, which would oblige the Company to offer new Shares on a
pro-rata basis to existing Shareholders.

PURCHASES, SALE OR REDEMPTION OF
LISTED SECURITIES OF THE COMPANY

During the year ended 31 December 2017, neither the Company nor any
of its subsidiaries purchased, sold or redeemed any of the Company’s
listed securities.
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SUFFICIENCY OF PUBLIC FLOAT

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

COMPETING INTERESTS

None of the Directors or any of their close associates (as defined in the
GEM Listing Rules) had an interest in a business, which competes or
may compete with the business of the Group, or has any other conflict of
interests with the Group.

AUDITOR

Following the resignation of Cheng & Cheng Limited as auditor of the
Company on 8 December 2015, ZHONGHUI ANDA CPA Limited was
appointed as the auditor of the Company on 18 December 2015 to fill
the casual vacancy following the resignation of Cheng & Cheng Limited.

Save as disclosed above, there were no other changes in auditor of the
Company during the past three years.

A resolution will be proposed at the forthcoming annual general meeting
to re-appoint ZHONGHUI ANDA CPA Limited as auditor of the Company.
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FIVE YEAR FINANCIAL SUMMARY hFUBME

A summary of the results and the assets and liabilities of the Group for AEEBRTAENBFEZEZEUREERE
the past five financial years is set out on pages 183 to 184. EMESHNE183E 1848 -

On behalf of the Board REESE

Lim Tong Yong FTEFENTESFE

Chairman and Executive Director PRERFE*

23 March 2018 —E-\F=A=+=H

* For identification purpose only “EHREY

78 Heng Xin China Holdings Limited Annual Report 2017



INDEPENDENT AUDITOR’S REPORT

B ABEN RS

MM o

ZHONGHUI

TO THE SHAREHOLDERS OF
HENG XIN CHINA HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)

QUALIFIED OPINION

We have audited the consolidated financial statements of Heng
Xin China Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 86 to 182,
which comprise the consolidated statement of financial position as at
31 December 2017, and the consolidated statement of profit or loss
and other comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows for the year then ended,
and notes to the consolidated financial statements, including a summary
of significant accounting policies.

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

Corresponding figures

Included in the consolidated statement of profit or loss for the
year ended 31 December 2016 was an amount of approximately
HK$65,403,000 relating to loss on deconsolidation of a 51%
owned subsidiary of the Company, Shanxi Zhongze Heng Yuan
Biological Technology Company Limited (“Shanxi Zhongze”). No
sufficient evidence has been provided to satisfy ourselves as
to whether the Group had lost control of Shanxi Zhongze since
1 January 2016. In addition, no sufficient evidence has been
provided to satisfy ourselves as to the amounts of assets and
liabilities of this subsidiary deconsolidated. As a result, we are
unable to satisfy ourselves that the loss on deconsolidation of this
subsidiary of approximately HK$65,403,000 for the year ended
31 December 2016 was fairly stated.

Disposal group classified as held for sale
and associated liabilities

We have not yet obtained sufficient appropriate audit evidence
to satisfy ourselves as to the carrying amounts of disposal group
classified as held for sale of approximately HK$256,280,000 (2016:
HK$245,268,000) and liabilities associated with disposal group
classified as held for sale of approximately HK$47,393,000 (2016:
HK$43,650,000). There are no other satisfactory audit procedures
that we could adopt to satisfy ourselves as to whether these
amounts are fairly stated in the consolidated statement of financial
position.

Deposits for acquisition of non-current assets

As explained in note 24 to the consolidated financial statements,
the Group had paid a deposit of HK$36,000,000 for acquisition of
non-current assets, of which an impairment loss of HK$18,000,000
was recognised during the year ended 31 December 2016. We
have not yet obtained sufficient appropriate audit evidence to
satisfy ourselves as to amount of impairment loss recognised in the

Heng Xin China Holdings Limited Annual Report 2017

1

1.

o ==

SR AR
HBREF

HEZZT—R"F+A=T—HIEFEZ
%é%&%¢@%@ﬁﬁéA%—ﬁ &
NEEES 1% R 2B ARILARZ
BERAMREBRAT(WLWEFRE]) 2
&5 18 49 65,403,000 78 7T © {90 4 & 12
ﬁ%@ﬁﬁ’%ﬁﬁ%m EEERS
BE-ZE—A"F—A—HlLkEHLAFE
ZIEEIRE o LA - B EERE T D
B SEMEHRECESRE ARZHNBA
RIeEERBESRE At - ZMKREE
EMEE_ZE—A"F+ZA=+—HL
FEEBRAARZNB AR ZEHELD
65,403,000 LT E AFHZ T ©

DEBFELEZ HEEBE
HEEE
B REERISTH ﬂzgﬁﬁﬁ'ﬁ

ﬁﬁ%,“ﬁﬁHWﬁ%zﬁ

B2 AN B EZREELD 256,280,000
BT ( Z T — N4 1 245,268,000 7T )
N #)47,393,0007% 7L( = F — X F -
43,650,000 7T ) o TP A& H At A] T %
%Z%Aﬁgﬁﬁﬁf'uﬁﬁﬁ%mm
EFEREERNGZE M BRRETR AT

E=IK

WIBFREBEEZEE

MER B SR RM 24 i © BEEE
BBt s 3E R BN & & 2 2 & 36,000,000
7 70+ E 18,000,000 7T 2 J6k (E &5 18
EREE=Z— ﬁ¢+—ﬁ:+—5¢¢
MR - B RERS RN EE 2 EZ
B ﬁﬁﬁ1mai_;f SE+ZH

AR pE



INDEPENDENT AUDITOR’S REPORT
R CTE e

year ended 31 December 2016 and the recoverability of remaining
deposit for acquisition of non-current assets of HK$18,000,000 as
at 31 December 2016 and 2017. There are no other satisfactory
audit procedures that we could adopt to determine whether
the impairment loss of HK$18,000,000 made in the year ended
31 December 2016 and the remaining balance of the deposit
of HK$18,000,000 as at 31 December 2016 and 2017 are fairly
stated.

Other investment

We have not yet obtained sufficient appropriate audit evidence
to satisfy ourselves as to the impairment test of other investment
of HK$61,750,000 as at 31 December 2016 and 2017. There
are no other satisfactory audit procedures that we could adopt
to determine whether any impairment on the amounts should be
made in the consolidated financial statements.

Revenue, cost of sales, trade payables and
contingent liabilities associated with a
subsidiary

As explained in note 39(a) to the consolidated financial statements,
Beijing Yaao Boshi Technology Limited (“Beijing Yaao”), an indirect
wholly-owned subsidiary of the Group, has been in disputes with
the local television station and a supplier. As a result, the Group
has lost control on the operations of two branches of Beijing Yaao.
We have not yet obtained sufficient appropriate audit evidence to
satisfy ourselves as to the revenue of approximately HK$3,620,000,
cost of sales of approximately HK$1,370,000 for the year
ended 31 December 2017 and trade payables of approximately
HK$8,032,000 as at 31 December 2017 recorded by the two
branches of Beijing Yaao. There are no other satisfactory audit
procedures that we could adopt to satisfy ourselves as to whether
these amounts are fairly stated in the consolidated statement of
profit or loss and consolidated statement of financial position, as
well as the impact on the operation of Beijing Yaao arising from the
litigations initiated by the local television station and the supplier.
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Any adjustments to the figures as described above might have a
consequential effect on the Group’s financial performance and cash
flows for the years ended 31 December 2016 and 2017, the financial
positions of the Group as at 31 December 2016 and 2017, and the
related disclosures thereof in the consolidated financial statements.

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

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. In addition to the matters described in the
Basis for Qualified Opinion section, we have determined the matters
described below to be the key audit matters to be communicated in our
report.

TRADE RECEIVABLES

Refer to Note 25 to the consolidated financial statements

The Group tested the amount of trade receivables for impairment. This
impairment test is significant to our audit because the balance of trade
receivables of HK$75,410,000 as at 31 December 2017 is material to the
consolidated financial statements. In addition, the Group’s impairment
test involves application of judgement and is based on estimates.

Heng Xin China Holdings Limited Annual Report 2017
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Our audit procedures included, among others:

— Assessing the Group’s procedures on granting credit limits and
credit periods to customers;

—  Assessing the Group’s relationship and transaction history with the
customers;

—  Evaluating the Group’s impairment assessment;

—  Assessing ageing of the debts;

—  Assessing creditworthiness of the customers;

—  Checking subsequent settlements from the customers; and

—  Assessing the disclosure of the Group’s exposure to credit risk in
the consolidated financial statements.

We consider that the Group’s impairment test for trade receivables is
supported by the available evidence.

OTHER INFORMATION

The directors are responsible for the other information. The other
information comprises all the information in the Company’s annual report,
but does not include the consolidated financial statements and our
auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit
or otherwise appears to be materially misstated.
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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. As described in the Basis for Qualified Opinion section
above, we were unable to obtain sufficient appropriate evidence about
the corresponding figures, disposal group classified as held for sale and
associated liabilities, deposit for acquisition of non-current assets, other
investment and the revenue, cost of sales, trade payables and contingent
liabilities associated with a subsidiary. Accordingly, we are unable to
conclude whether or not the other information is materially misstated with
respect to these matters.

RESPONSIBILITIES OF DIRECTORS
FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

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. We report our opinion solely to you,
as a body, and for no other purpose. We do not assume responsibility
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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.

A further description of our responsibilities for the audit of the
consolidated financial statements is located at the HKICPA's website at:

http://www.hkicpa.org.hk/en/standards-and-regulations/standards/
auditing-assurance/auditre/

This description forms part of our auditor’s report.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Sze Lin Tang

Audit Engagement Director

Practising Certificate Number PO3614
Hong Kong, 23 March 2018
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For the year ended 31 December 2017

HE_Z—+F+-A=+—HIFE

2017 2016
—ZE—tHF ZE—RF
Notes HK$’000 HK$’000
FtEE FET FET
CONTINUING OPERATIONS  SEK=E£T
REVENUE & 6 20,247 81,218
Cost of sales SHER A (3,247) (10,344)
Gross profit EF 17,000 70,874
Other income EAb YA 7 2,392 38,227
Selling and distribution costs SHE R SHAK AR (575) (893)
Administrative and ITE R A &R
operating expenses (50,138) (82,113)
Impairment on various assets FEEERE 9 (23,367) (62,697)
Loss on deconsolidation BUBfGRAE ABR—RHNB AR 2
of a subsidiary B8 - (65,403)
LOSS FROM OPERATION REXBEER (54,688) (102,005)
Finance costs BB RA 10 (483) (6,973)
LOSS BEFORE TAX RR% AT 18 (55,171) (108,978)
Income tax credit Fr{S e 11 967 59,551
LOSS FOR THE YEAR FROM IEZEEBENEE
CONTINUING OPERATIONS (54,204) (49,427)
DISCONTINUED OPERATIONS T #8148 #£5%
LOSS FOR THE YEAR FROM BRI EEBFNEER
DISCONTINUED OPERATIONS 14 (1,487) (8,653)
LOSS FOR THE YEAR FREE 12 (55,691) (58,080)
Other comprehensive income/ FREMEEWA ~ (EE)
(loss) for the year, net of tax:  (HIBRHIHE) :
Items that may be reclassified TREEFH D EEIBHZ2ER
to profit or loss:
Exchange differences on REBINET 2 BN ZERE
translation of foreign operations 7,239 (12,336)
Exchange differences reclassified R EUHLRE AR —FEME QA
to profit or loss on NENMOEEERCEREE
deconsolidation of a subsidiary - 3,437
7,239 (8,899)
TOTAL COMPREHENSIVE FREEBRER
LOSS FOR THE YEAR (48,452) (66,979)

Heng Xin China Holdings Limited Annual Report 2017



CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
meEm R EMEEERAR

For the year ended 31 December 2017

HE_Z—+F+-A=+—RHIFE

2017 2016
—E—+tEF —E—RF
Notes HK$°000 HK$’'000
BoaE FExT FBT
LOSS FOR THE YEAR BN ALEEFAREE :
ATTRIBUTABLE TO:
Owners of the Company KATEEA
Loss from continuing operations  #HE L& 25518 (54,204) (49,427)
Loss from discontinued BRI RS X EE
operations (758) (4,413)
Loss attributable to owners A2 F#EHE AELEIR
of the Company (54,962) (563,840)
Non-controlling interests FEHERR AR R =
Loss from continuing operations ~ #HEAL & Z 15 E 18 - —
Loss from discontinued B RS EEE
operations (729) (4,240)
Loss attributable to FEER R RS R AR
non-controlling interests (729) (4,240)
(55,691) (58,080)
TOTAL COMPREHENSIVE BT ALEEER
LOSS FOR THE YEAR 2HBEER
ATTRIBUTABLE TO:
Owners of the Company KAREBA (51,908) (64,966)
Non-controlling interests eI AR R 2 3,456 (2,013)
(48,452) (66,979)
LOSS PER SHARE (HK cents) &RE#E (G&4L) 16
From continuing and REFERCRIEREE]
discontinued operations
— Basic — EK (0.66) (0.70)
— Diluted — g (0.66) (0.70)
From continuing operations  REFEEE £
— Basic — HAR (0.65) (0.64)
— Diluted — ¥ (0.65) (0.64)
From discontinued operations RE B4 1L &E& %K
— Basic — HA (0.01) (0.06)
— Diluted — s (0.01) (0.06)
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R_F—tF+_A=+—H

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e BRI R

2017 2016
—E—+tF —T—REF
Notes HK$’000 HK$’'000
MI5E FExT FETT
NON-CURRENT ASSETS FREBEE
Property, plant and equipment VI - B MR 17 725 20,271
Goodwill S 18 6,456 —
Intangible assets | EE 19 5,388 8,179
Deferred tax assets EETR IR B = 33 67 —
Other assets Hib&E 22 437 =
Deposits for acquisition of WHEIEMBEE 2R ®
non-current assets 24 18,000 19,300
Other investment Hipie& 23 61,750 61,750
92,823 109,500
CURRENT ASSETS MENEE
Trade receivables FEUBR SR 25 75,410 35,901
Prepayments, deposits and TERFIE ek
other receivables H At EUFRIE 26 5,047 3,060
Bank balances and cash — IRITHEB MRS —
held on behalf of customers REFPEB 27 171,727 —
Bank balances and RITHESH MRS —
cash-general accounts —RRARP 28 39,365 84,411
291,549 123,372
Non-current assets held for sale  #H{EHE 7 IEREEE 20 256,280 245,268
547,829 368,640
CURRENT LIABILITIES mEBE
Trade payables FETEREX 29 231,250 21,548
Other payables and accruals E e sRIE R ERT & 30 29,587 21,715
Receipts in advance TEULBR TR 31 3,355 8,684
Short term loans HHIER 32 - 3,371
Tax payable FESEFRIA 125 10
264,317 55,328
Liabilities directly associated with EEFEH{ELH & 2 IERENEE
non-current assets held for sale  BE#ERBEZBE 20 47,393 43,650
311,710 98,978
NET CURRENT ASSETS REEEFRE 236,119 269,662
TOTAL ASSETS LESS BEERRBEMRE
CURRENT LIABILITIES 328,942 379,162

Heng Xin China Holdings Limited Annual Report 2017



CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e BRI R

As at 31 December 2017 RZZE—tF+=A=+—8H
2017 2016
S e
Notes HK$’000 HK$'000
MaE FHET FAT

NON-CURRENT LIABILITIES JHhEaE

Deferred tax liabilities RIERIEEE 33 - 1,768

- 1,768
NET ASSETS EEFE 328,942 377,394
EQUITY =

Equity attributable to owners 72 F#EHE AE(LER
of the Company

Issued capital BEITIKR 34 83,045 83,045
Reserves e 36 231,990 283,898

315,035 366,943
Non-controlling interests FFIER R ERER 13,907 10,451
TOTAL EQUITY FERSEE 328,942 377,394

The consolidated financial statements on pages 86 to 182 were $86EEF18Q2E LA BHREER -
approved and authorised for issue by the board of directors on 23 March ~ — /A= A =+ = A &&= = 2 fibf K& B )3

2018 and are signed on its behalf by: BRI TATRAEESE
Tan Sri Dato’ Lim Tong Yong Gao Yang
CEEE S LT ]
Director Director
EFE EF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

mEERBBR

For the year ended 31 December 2017

HE_Z—+F+-A=+—HIFE

Attributable to owners of the Company

Heng Xin China Holdings Limited Annual Report 2017

RRAREAEL
Foreign
currency Share Non-
Issued Share Capital translation option Other Accumulated controlling Total
capital  premium* reserve* reserve* reserve* reserve* losses* Total interests equity
e FER

BEARA  ROEE* EARF  RERE BRERE: AtEE  ZiEE fa  KRER  ERfE
HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T ThTL Thr Thn T ThTL Thr Thn T ThTL
At1 January 2016 RZF-E-A-R 52602 1,667,276 2,325 56,679 4236 (79992)  (1,635,744) 67,382 59,687 127,069
Total comprehensive loss for the year ERZABIEES - - - (11,126) - - (53,840) (64,966) (2,019 66,979)
Issue of new shares ¥kt 17400 182,700 - - - - - 20100 = 200,100

lssue of shares upon comversion  FEEA T AR B4 %47
of convertiole bonds Wi 13,043 151,384 - - - - - 164,427 - 164,427
Share options lapsed during the year INERE KGR IE - - - - (4,236) - 4236 = = =
Deconsolidation of asubsidlary ~ BURERAAB—BHBAT - - - - - - - - @729 (47,229
At 31 December 2016 RZE—E+-A=1-A 83,045 2,001,360 2,325 45,553 - (79992) (1,685,348 366,943 10,451 377,394
At 1 January 2017 R-E-tF-A-A 83046 2,001,360 2,325 45,553 - (79992) (1,685,348 366,943 10,451 371,3%
Total comprehensive loss for the year 72 EIEIEEE - - - 3,054 - - (54,962) (51,908) 3,456 48.452)
At 31 December 2017 RZF—tF+-A=1-A 83,046 2,001,360 2,325 48,607 - (79992)  (1,740,310) 315,035 13,907 328,942
; These reserve accounts comprise the consolidated reserves in the  * ZERBREREFREVBRARANGE

consolidated statement of financial position. 1# -



CONSOLIDATED STATEMENT OF CASH FLOWS

= =]
nv, \éiﬁﬁ)ﬁzﬁ
For the year ended 31 December 2017 HEZZ—+F+-A=1T—HILFE
2017 2016
—E—+F —T—RF
HK$’000 HK$'000
FET FAT
CASH FLOWS FROM RETHAERERE
OPERATING ACTIVITIES
Loss before tax PRI RIEE
From continuing operations REFFELEET (55,171) (108,978)
From discontinued operations KE BRI EER (1,487) (8,653)
Adjustments for: BLANSIBVEH A -
Finance costs BLE AR 483 6,973
Interest income FEUA (36) (26)
Loss on deconsolidation of a subsidiary ~ BUB4R & ABR—FEH B A Al 2 &8 - 65,403
Depreciation of property, plant Y% - BB MEEITE
and equipment 2,956 &4
Amortisation of intangible assets A B 5,639 6,783
Property, plant and equipment Y% - RE MR s
written off 71 4
Reversal of overprovision of SHEE AN HERE RS R ]
costs of sales - (7,741)
Net gain on settlement with a customer E—Z B #AE 7 s 558 - (21,765)
Reversal of provision on JE WA BR SR A [
trade receivables (550) —
Waiver of trade payables R BIEERK (1,182) —
Fair value loss on initial recognition P ERABRRES 2 A EEE
of convertible bonds — 15,000
Share of loss of an associate o —MEiE A ElEE 190 566
Fair value changes on disposal group SEARBELEZLESE
classified as held for sale 2 ATEEE) (7,459) (12,068)
Fair value gain on financial derivatives ERMITET Az A FEKE - (5,451)
Impairment losses on goodwill R EEE - 11,563
Impairment losses on intangible assets & ER{EEE 3,277 16,477
Impairment losses on inventories GFEREEE - 3,243
Impairment losses on trade receivables  FEUBR FORE 518 - 692
Impairment losses on prepayments, FENRIE ek
deposits and other receivables Hith e W IB R E 518 - 151
Impairment losses on property, Y% -~ BB KR EREEE
plant and equipment 20,090 12,571
Impairment losses on deposits for WIEIERBE E 2 R e REEE
acquisition on non-current assets - 18,000
(33,179) (3,542)
Change in inventories FE% - 2,062
Change in trade receivables JE U BR SR D (35,223) 44,917
Change in prepayments, deposits TR © e REAEWGRIEEE)
and other receivables (1,655) 4,907
Change in trade payables FET AR TR EE 205,964 (11,777)
Change in other payables and accruals — E b fE{HIE M B+ & & 7,509 (11,883)
Change in receipts in advance TR BR SR &) (5,329) (59,956)
Change in cash and bank balances— ReRRSEREE —
held on behalf of customers REFPHE (167,968) —
Cash used in operations KREMAZRE (29,881) (35,272)
Income tax paid BEEH (48) (847)
Net cash flows used in KEEEFTA
operating activities HERETFHE (29,929) (36,119)
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CONSOLIDATED STATEMENT OF CASH FLOWS

— d =
nv, \éiﬁﬁ)ﬁzi
For the year ended 31 December 2017 HEZZ—+F+-A=1t—HILFE
2017 2016
—E—tF —E—RF
HK$’000 HK$’000
FExT FETT
CASH FLOWS FROM INVESTING REZHFMERERE
ACTIVITIES
Deposits for investment WE 2 %S - (1,300)
Acquisition of other investment W T E - (61,750)
Purchase of property, plant BEYE  BERREE
and equipment (1,509) (2,846)
Net cash outflow on decosolidation of ~ BUH#&R& AR —EK B A 7
a subsidiary ZBRERHFRE - (769)
Net cash outflow on acquisition of WEE—REHEB AR ZIRE
a subsidiary T FER (14,966) —
Interest received BUFHLE 36 26
Net cash flows used in REEHFTA
investing activities REeEREFE (16,439) (66,639)
CASH FLOWS FROM FINANCING RMETBMERERE
ACTIVITIES
Net proceeds from issue of shares M DB AT AT IS R F 58 - 40,050
Net proceeds from issue of BT R ES TS RIE 55
convertible bonds — 80,000
Repayment of short-term loans EEEHAE K (3,371) (9,000)
Interest on bank loans/other loan BITER EMERZFE (483) (2,668)
Net cash flows (used in)/generated @& EE (FTH) EE 2
from financing activities RERETFH (3,854) 108,382
NET (DECREASE)/INCREASE IN HERESEEY
CASH AND CASH EQUIVALENTS (R /g inFE (50,222) 5,624
Cash and cash equivalents at REVIZRE RBEESEEY
beginning of year 85,130 88,947
Net foreign exchange difference b o ERRFE 4,501 (9,441)
Cash and cash equivalents at RERZRERBLEEY
end of year 39,409 85,130
ANALYSIS OF BALANCES OF RERREEBYZERDIT
CASH AND CASH EQUIVALENTS
Bank balances and cash RITHEBR NS
— general accounts — —RERF 39,365 84,411
Bank balances and cash RITEBRNIRE
— general accounts included — STARHEHEZEEZ
in assets held for sale —RERP 44 719
Total cash and bank balances & RERITHERRAEER 39,409 85,130
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

1.

GENERAL INFORMATION

Heng Xin China Holdings Limited (the “Company”) was
incorporated in Bermuda as an exempted company with limited
liability. Its shares are listed on the GEM of the Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). The address of its
registered office is at Clarendon House, 2 Church Street, Hamilton
HM11, Bermuda. The address of its principal place of business is
Suite 3604, 36/F., Central Plaza, 18 Harbour Road, Wanchai, Hong
Kong.

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 21 to the
consolidated financial statements.

ADOPTION OF NEW AND REVISED
INTERNATIONAL FINANCIAL
REPORTING STANDARDS

In the current year, the Group has adopted all the new and revised
Hong Kong Financial Reporting Standards (“HKFRSs”) issued
by the Hong Kong Institute of Certified Public Accountants that
are relevant to its operations and effective for its accounting year
beginning on 1 January 2017. HKFRSs comprise Hong Kong
Financial Reporting Standards (“HKFRS”); Hong Kong Accounting
Standards (“HKAS”); and Interpretations. The adoption of these
new and revised HKFRSs did not result in significant changes
to the Group’s accounting policies, presentation of the Group’s
financial statements and amounts reported for the current year and
prior years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

2.

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

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

SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared
in accordance with HKFRSs, accounting principles generally
accepted in Hong Kong and the applicable disclosures required
by the Rules Governing the Listing of Securities on the GEM of the
Stock Exchange and by the Hong Kong Companies Ordinance.

These consolidated financial statements have been prepared under
the historical cost convention.

The preparation of the consolidated financial statements
in conformity with HKFRSs requires the use of certain key
assumptions and estimates. It also requires the directors to
exercise its judgements in the process of applying the accounting
policies. The areas involving critical judgements and areas where
assumptions and estimates are significant to these financial
statements, are disclosed in note 4 to the consolidated financial
statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2017

HE-ZT—

tE+-AS+—ALFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. EE®FTHEE @

(continued)

The significant accounting policies applied in the preparation of
these consolidated financial statements are set out below.

(a) Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to
31 December. Subsidiaries are entities over which the Group
has control. The Group controls an entity when it is exposed,
or has rights, to variable returns from its involvement with the
entity and has the ability to affect those returns through its
power over the entity. The Group has power over an entity
when the Group has existing rights that give it the current
ability to direct the relevant activities, i.e. activities that
significantly affect the entity’s returns.

When assessing control, the Group considers its potential
voting rights as well as potential voting rights held by other
parties, to determine whether it has control. A potential voting
right is considered only if the holder has the practical ability
to exercise that right.

Subsidiaries are consolidated from the date on which control
is transferred to the Group. They are de-consolidated from
the date the control ceases.

Intragroup transactions, balances and unrealised profits are
eliminated. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the
policies adopted by the Group.
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For the year ended 31 December 2017

3. SIGNIFICANT ACCOUNTING POLICIES 3. EE=:tHE (o

96

(continued)

(a) Consolidation (continued)

Non-controlling interests represent the equity in subsidiaries
not attributable, directly or indirectly, to the Company. Non-
controlling interests are presented in the consolidated
statement of financial position and consolidated statement of
changes in equity within equity. Non-controlling interests are
presented in the consolidated statement of profit or loss and
other comprehensive income as an allocation of profit or loss
and total comprehensive income for the year between the
non-controlling shareholders and owners of the Company.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and
to the non-controlling shareholders even if this results in the
non-controlling interests having a deficit balance.

Changes in the Company’s ownership interest in a subsidiary
that do not result in a loss of control are accounted for as
equity transactions (i.e. transactions with owners in their
capacity as owners). The carrying amounts of the controlling
and non-controlling interests are adjusted to reflect the
changes in their relative interests in the subsidiary. Any
difference between the amount by which the non-controlling
interests are adjusted and the fair value of the consideration
paid or received is recognised directly in equity and attributed
to the owners of the Company.
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e PR R M
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

3. SIGNIFICANT ACCOUNTING POLICIES 3. EE=:tHE (o)

(continued)

HE_Z—+F+-A=+—RHIFE

(b) ¥(HEGREE

(b) Business combination and goodwiill

The acquisition method is used to account for the acquisition
of a subsidiary in a business combination. The cost of
acquisition is measured at the acquisition-date fair value of
the assets given, equity instruments issued, liabilities incurred
and contingent consideration. Acquisition-related costs are
recognised as expenses in the periods in which the costs are
incurred and the services are received. |dentifiable assets and
liabilities of the subsidiary in the acquisition are measured at
their acquisition-date fair values.

The excess of the cost of acquisition over the Company’s
share of the net fair value of the subsidiary’s identifiable
assets and liabilities is recorded as goodwill. Any excess of
the Company’s share of the net fair value of the identifiable
assets and liabilities over the cost of acquisition is recognised
in consolidated profit or loss as a gain on bargain purchase
which is attributed to the Company.

Goodwill is tested annually for impairment or more frequently
if events or changes in circumstances indicate that it might
be impaired. Goodwill is measured at cost less accumulated
impairment losses. The method of measuring impairment
losses of goodwill is the same as that of other assets as
stated in the accounting policy (x) below. Impairment losses
of goodwill are recognised in consolidated profit or loss
and are not subsequently reversed. Goodwill is allocated to
cash-generating units that are expected to benefit from the
synergies of the acquisition for the purpose of impairment
testing.

The non-controlling interests in the subsidiary are initially
measured at the non-controlling shareholders’ proportionate
share of the net fair value of the subsidiary’s identifiable
assets and liabilities at the acquisition date.
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For the year ended 31 December 2017

3. SIGNIFICANT ACCOUNTING POLICIES 3. EE=:tHE (o

(continued)

(c) Associates

Associates are entities over which the Group has significant
influence. Significant influence is the power to participate
in the financial and operating policy decisions of an entity
but is not control or joint control over those policies. The
existence and effect of potential voting rights that are
currently exercisable or convertible, including potential voting
rights held by other entities, are considered when assessing
whether the Group has significant influence. In assessing
whether a potential voting right contributes to significant
influence, the holder’s intention and financial ability to
exercise or convert that right is not considered.

Investment in an associate is accounted for in the
consolidated financial statements by the equity method and
is initially recognised at cost. Identifiable assets and liabilities
of the associate in an acquisition are measured at their fair
values at the acquisition date. The excess of the cost of
acquisition over the Group’s share of the net fair value of the
associate’s identifiable assets and liabilities is recorded as
goodwill. The goodwill is included in the carrying amount of
the investment and is tested for impairment together with
the investment at the end of each reporting period when
there is objective evidence that the investment is impaired.
Any excess of the Group’s share of the net fair value of the
identifiable assets and liabilities over the cost of acquisition is
recognised in consolidated profit or loss.

Heng Xin China Holdings Limited Annual Report 2017

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

HE_Z—+F+-A=+—HIFE

(9]

i 20l
M REEBRRRZIEN -
4 A R ) o R B X S IBUR o
EHEAEERTAEEARES
RIEK  ZEIATEIER
ZEERERE FENTE (RIEH
HMERSHE 2 BERERE) - E:T
HBEREERGEREATEN
K TEERFEAZERNURIT
oSk R T 2 IS BE N o

A
=
=

REEE R A 2 RE TR Es AL A
RAMBRE  LOFRRANE
R BE QRN B 2 AT
BBEERBEREQFEER
B o fin WO A S AR H 7 o [ B 11 B
BRRZABBEERABZF
NVE MEBERAREBAK &
BEAREZERRE INER
BRBERTZRAREDRERR S
2 WA E R L AR EETTRIER
Ao WAKREEDS A HRBEERA
BE2FNFEESNEEXA - Al
BRAERRNRERHER



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

3. SIGNIFICANT ACCOUNTING POLICIES 3. EE=:tHE (o)

(continued)

HE_Z—+F+-A=+—RHIFE

(c) Associates (continued) (c) BFE& L\ 5] (%)

The Group’s share of an associate’s post-acquisition profits
or losses is recognised in consolidated profit or loss, and
its share of the post-acquisition movements in reserves is
recognised in the consolidated reserves. The cumulative
post-acquisition movements are adjusted against the carrying
amount of the investment. When the Group’s share of losses
in an associate equals or exceeds its interest in the associate,
including any other unsecured receivables, the Group does
not recognise further losses, unless it has incurred obligations
or made payments on behalf of the associate. If the associate
subsequently reports profits, the Group resumes recognising
its share of those profits only after its share of the profits
equals the share of losses not recognised.

The gain or loss on the disposal of an associate that results
in a loss of significant influence represents the difference
between (i) the fair value of the consideration of the sale plus
the fair value of any investment retained in that associate and
(i) the Group’s share of the net assets of that associate plus
any remaining goodwill relating to that associate and any
related accumulated foreign currency translation reserve. If an
investment in an associate becomes an investment in a joint
venture, the Group continues to apply the equity method and
does not remeasure the retained interest.

Unrealised profits on transactions between the Group and
its associates are eliminated to the extent of the Group’s
interests in the associates. Unrealised losses are also
eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies of
associates have been changed where necessary to ensure
consistency with the policies adopted by the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31

December 2017

HE_Z—+F+-A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. EE=:tHE (o

(continued)

(d) Foreign currency translation

(i)

(i)

Functional and presentation currency

[tems included in the financial statements of each of
the Group’s entities are measured using the currency of
the primary economic environment in which the entity
operates (the “functional currency”). The consolidated
financial statements are presented in Hong Kong
dollars (‘HK$"), which is the Company’s functional and
presentation currency.

Transactions and balances in each entity’s
financial statements

Transactions in foreign currencies are translated into
the functional currency on initial recognition using the
exchange rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign currencies are
translated at the exchange rates at the end of each
reporting period. Gains and losses resulting from this
translation policy are recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017 HEZZ—+F+-A=1T—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. EE®FTHEE @

(continued)

(d) INEBRE &)

REARRRE

(d) Foreign currency translation (continued)

(iii)

(iii) Translation on consolidation

The results and financial position of all the Group
entities that have a functional currency different from
the Company’s presentation currency are translated
into the Company’s presentation currency as follows:

— Assets and liabilities for each statement of
financial position presented are translated at
the closing rate at the date of that statement of
financial position;

— Income and expenses are translated at average
exchange rates (unless this average is not a
reasonable approximation of the cumulative effect
of the rates prevailing on the transaction dates, in
which case income and expenses are translated
at the exchange rates on the transaction dates);
and

— Al resulting exchange differences are recognised
in the foreign currency translation reserve.

On consolidation, exchange differences arising from
the translation of the net investment in foreign entities
and of borrowings are recognised in the foreign
currency translation reserve. When a foreign operation
is sold, such exchange differences are recognised in
consolidated profit or loss as part of the gain or loss on
disposal.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at the
closing rate.
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(e) Property, plant and equipment

Property, plant and equipment other than construction in
progress 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.

Construction in progress includes property, plant and
equipment in the course of construction for production or
for its own use purposes. Construction in progress is carried
at cost less any recognised impairment loss. Depreciation
begins when the relevant assets are available for use.
Construction in progress is classified to the appropriate
category of property, plant and equipment when completed
and ready for intended use.

Subsequent costs are included in the asset’s carrying amount
or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can
be measured reliably. All other repairs and maintenance are
recognised in profit or loss during the period in which they
are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

HE_Z—+F+-A=+—HIFE

3. EEETTHE®
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017 HEZZ—+F+-A=1T—HILFE
& L
3. SIGNIFICANT ACCOUNTING POLICIES 3. EZEFBEK @

(continued)

(e) Property, plant and equipment (continued) (e) W% - MERRE &)
Depreciation of property, plant and equipment is calculated at Wz - BEREZBEITEDREALRRE
rates sufficient to write off their cost less their residual values VATE EL Ay 51 0] {5 A 4F BR A Al SH LAk
over the estimated useful lives on a straight-line basis at the RREFREENTEXRNERET
following rates per annum: B FWERAT -

Computer equipment 9-30% BB 9-30%
Furniture and fixtures 19% KARBEEERE 19%
Leasehold improvements over the remaining lease term HEMZEEE 1z8R N4 F E
Motor vehicles 6% 8 6%
Office equipment 18% I NEg 18%
Plant and machinery 6-9% S 6-9%
Transmission and other 6% or over the contract term, By R E M 6% IR A KIFH
network equipment which ever is shorter MRt (ABSE & A%E)
The residual values, useful lives and depreciation method REE SRS BRI iR A 38 2 F
are reviewed and adjusted, if appropriate, at the end of each #EE - AIFERFHRITESE (10
reporting period. HA) -
The gain or loss on disposal of property, plant and equipment HEME  BERZEZBERD
is the difference between the net sales proceeds and the EMSRIBFREEREEERAE
carrying amount of the relevant asset, and is recognised in 2= EERRRAER °

profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(f) Leases

(i)

(i)

Operating leases

Leases that do not substantially transfer to the Group
all the risks and rewards of ownership of assets are
accounted for as operating leases. Lease payments
(net of any incentives received from the lessor) are
recognised as an expense on a straight-line basis over
the lease term.

Finance leases

Leases that substantially transfer to the Group all the
risks and rewards of ownership of assets are accounted
for as finance leases. At the commencement of the
lease term, a finance lease is capitalised at the lower of
the fair value of the leased asset and the present value
of the minimum lease payments, each determined at
the inception of the lease.

The corresponding liability to the lessor is included
in the statement of financial position as finance lease
payable. Lease payments are apportioned between the
finance charge and the reduction of the outstanding
liability. The finance charge is allocated to each period
during the lease term so as to produce a constant
periodic rate of interest on the remaining balance of the
liability.

Assets under finance leases are depreciated over the
shorter of the lease term and their estimated useful
lives.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(g) Intangible assets

(i)

(ii)

Intangible assets acquired separately

On initial recognition, intangible assets acquired
separately other than from business combinations are
recognised at cost. After initial recognition, intangible
assets with indefinite useful lives are carried at cost
less any identified impairment loss. Intangible assets
with finite useful lives are amortised on a straight-line
basis over its useful lives of 10-18 years, and carried at
cost less accumulated amortisation and accumulated
impairment losses.

Gains or losses arising from derecognition of an
intangible asset are measured at the difference
between the net disposal proceeds and the carrying
amount of the asset and are recognised in the profit or
loss when the asset is derecognised.

Intangible assets acquired in a business
combination

Intangible assets acquired in a business combination
are identified and recognised separately from goodwiill
where they satisfy the definition of an intangible asset
and their fair values can be measured reliably. The
cost of such intangible assets is their fair value at the
acquisition date.

Subsequent to initial recognition, intangible assets with
finite useful lives are carried at cost less accumulated
amortisation and any accumulated impairment losses.
Amortisation for intangible assets with finite useful lives
is provided on a straight-line basis over their estimated
useful lives of 5 to 18 years. Alternatively, intangible
assets with indefinite useful lives are carried at cost less
any subsequent accumulated impairment losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

3. SIGNIFICANT ACCOUNTING POLICIES 3. EE®FHEX @

(continued)

(h) Inventories

(i)

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the weighted average basis.
The cost of finished goods and work in progress comprises
raw materials, direct labour and an appropriate proportion of
all production overhead expenditure, and where appropriate,
subcontracting charges. Net realisable value is the estimated
selling price in the ordinary course of business, less the
estimated costs of completion and the estimated costs
necessary to make the sale.

Recognition and derecognition of
financial instruments

Financial assets and financial liabilities are recognised in the
statement of financial position when the Group becomes a
party to the contractual provisions of the instruments.

Financial assets are derecognised when the contractual
rights to receive cash flows from the assets expire; the
Group transfers substantially all the risks and rewards of
ownership of the assets; or the Group neither transfers nor
retains substantially all the risks and rewards of ownership
of the assets but has not retained control on the assets. On
derecognition of a financial asset, the difference between the
asset’s carrying amount and the sum of the consideration
received and the cumulative gain or loss that had been
recognised in other comprehensive income is recognised in
profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expires. The difference between the carrying amount of the
financial liability derecognised and the consideration paid is
recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

3. SIGNIFICANT ACCOUNTING POLICIES 3. EE=:tHE (o)

(continued)

()

(k)

Trade and other receivables

Trade and other receivables are non-derivative financial
assets with fixed or determinable payments that are not
quoted in an active market and are recognised initially at fair
value and subsequently measured at amortised cost using
the effective interest method, less allowance for impairment.
An allowance for impairment of trade and other receivables is
established when there is objective evidence that the Group
will not be able to collect all amounts due according to the
original terms of receivables. The amount of the allowance is
the difference between the receivables’ carrying amount and
the present value of estimated future cash flows, discounted
at the effective interest rate computed at initial recognition.
The amount of the allowance is recognised in profit or loss.

Impairment losses are reversed in subsequent periods
and recognised in profit or loss when an increase in the
receivables’ recoverable amount can be related objectively
to an event occurring after the impairment was recognised,
subject to the restriction that the carrying amount of the
receivables at the date the impairment is reversed shall not
exceed what the amortised cost would have been had the
impairment not been recognised.

Other investments

Investments in equity instruments that do not have a quoted
market price in an active market and whose fair value
cannot be reliably measured and derivatives that are linked
to and must be settled by delivery of such unquoted equity
instruments, are measured at cost less impairment losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

3. SIGNIFICANT ACCOUNTING POLICIES 3. EE=:tHE (o

(continued)

()

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and
cash equivalents represent cash at bank and on hand,
demand deposits with banks and other financial institutions,
and short-term highly liquid investments which are readily
convertible into known amounts of cash and subject to an
insignificant risk of change in value. Bank overdrafts which
are repayable on demand and form an integral part of the
Group’s cash management are also included as a component
of cash and cash equivalents.

(m) Financial liabilities and equity

(n)

instruments

Financial liabilities and equity instruments are classified
according to the substance of the contractual arrangements
entered into and the definitions of a financial liability and an
equity instrument under HKFRSs. An equity instrument is any
contract that evidences a residual interest in the assets of
the Group after deducting all of its liabilities. The accounting
policies adopted for specific financial liabilities and equity
instruments are set out below.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred, and subsequently measured at
amortised cost using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of the
liability for at least 12 months after the reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR

For the year ended 31 December 2017

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(o) Trade and other payables

Trade and other payables are stated initially at their fair value
and subsequently measured at amortised cost using the
effective interest method unless the effect of discounting
would be immaterial, in which case they are stated at cost.

(p) Equity instruments

Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2017

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(q) Revenue recognition

Revenue is measured at the fair value of the consideration

(r)

received or receivable and is recognised when it is probable

that the economic benefits will flow to the Group and the

amount of revenue can be measured reliably.

(i)

Revenues from the sales of goods are recognised
on the transfer of significant risks and rewards of
ownership, which generally coincides with the time
when the goods are delivered and the title has passed
to the customers.

Commission and brokage income is recognised when
the sales or purchases of securities or future contracts
for customers are completed.

Service income is recognised in the period when
services are rendered.

Interest income is recognised on a time-proportion
basis using the effective interest method.

Employee benefits

0]

Employee leave entitlements

Employee entitlements to annual leave and long service
leave are recognised when they accrue to employees.
A provision is made for the estimated liability for annual
leave and long service leave as a result of services
rendered by employees up to the end of the reporting
period.

Employee entitlements to sick leave and maternity
leave are not recognised until the time of leave.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(r) Employee benefits (continued)

(i)

(iii)

Pension obligations

The Group contributes to defined contribution
retirement schemes which are available to all
employees. Contributions to the schemes by the
Group and employees are calculated as a percentage
of employees’ basic salaries. The retirement benefit
scheme cost charged to profit or loss represents
contributions payable by the Group to the funds.

Termination benefits

Termination benefits are recognised at the earlier of
the dates when the Group can no longer withdraw the
offer of those benefits and when the Group recognises
restructuring costs and involves the payment of
termination benefits.

(s) Share-based payments

The Group issues equity-settled share-based payments to

certain employees. Equity-settled share-based payments

are measured at the fair value (excluding the effect of non

market-based vesting conditions) of the equity instruments

at the date of grant. The fair value determined at the grant

date of the equity-settled share-based payments is expensed

on a straight-line basis over the vesting period, based on

the Group’s estimate of shares that will eventually vest

and adjusted for the effect of non market-based vesting

conditions.

HE_Z—+F+-A=+—RHIFE

3. EEETTHER®

(r)

(s)

ESEF )

(i) BABINEE

AEERAARERFERM]
FRINFTE - NEE RSN
HREREEAFE 2B
AtE - EESERIERKE
I+ BB A AN 5= B 1A bk 2
T2 K

(iii) BERRAER

RERB NN AR E T BHUREE
HZERN - IAREERS
ARLRKZRIE 4 e 32 A Bl A 1| iy
(AR B ERLE) R

RG22 5B

AEBERETRERERITUBREZE
WIARR D S 2 IR - ARIEREE
W PAR AR ST 2 SRIB T IR T A
R BHIZ A FE GEm5 5
HZHERINFTE - AREEEYL
PABR D A 2 RIBIR R B B E
ZRFHEIIREBHMENAERE
REBEAEE MG RERB 2B X
3 WL ISR B IR 2 E(E

2017 F53 BEEHREZERBRAR

111



112

(t) Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, are capitalised
as part of the cost of those assets, until such time as the
assets are substantially ready for their intended use or sale.
Investment income earned on the temporary investment of
specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs eligible for
capitalisation.

To the extent that funds are borrowed generally and used
for the purpose of obtaining a qualifying asset, the amount
of borrowing costs eligible for capitalisation is determined
by applying a capitalisation rate to the expenditures on that
asset. The capitalisation rate is the weighted average of the
borrowing costs applicable to the borrowings of the Group
that are outstanding during the period, other than borrowings
made specifically for the purpose of obtaining a qualifying
asset.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

3. SIGNIFICANT ACCOUNTING POLICIES 3. EE=:tHE (o

(continued)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017 HEZZ—+F+-A=1T—HILFE
3. SIGNIFICANT ACCOUNTING POLICIES 3. EEE:THER @
(continued)
(u) Taxation (u) #E

Income tax represents the sum of the current tax and Fr #5756 /% BN BA T 18 B3R SE 151 16 2 48
deferred tax. HH o
The tax currently payable is based on taxable profit for the BVERFE S B TR TV IR AN B 2 FERR T
year. Taxable profit differs from profit recognised in profit or aAMETE o MR A E F B8 21 P AT
loss because it excludes items of income or expense that are R E DR - FAERBURFT
taxable or deductible in other years and it further excludes BIEEE M F E BRI A S AT
items that are never taxable or deductible. The Group’s BHZIEE - B TEREKTRE
liability for current tax is calculated using tax rates that have AR HIFAIEE o AEE 2 BNE]
been enacted or substantively enacted by the end of the MIBBEIENSEAREEES
reporting period. BEE FE BRI REGTE
Deferred tax is recognised on differences between the BEERRIA DB SR Y E E R
carrying amounts of assets and liabilities in the financial B ERE A EF &R m AP
statements and the corresponding tax bases used in the FHAERE, Z2ER - BEFRIE
computation of taxable profit. Deferred tax liabilities are BE—RRMEERTR RN EERE
generally recognised for all taxable temporary differences R MEERIEEET) — MR A B
and deferred tax assets are recognised to the extent that HH 3R B SR B e N 5 8 AT AR 9 AT 40 AR
it is probable that taxable profits will be available against Ty = B2 CRE) AREE B R E)
which deductible temporary differences, unused tax losses IR RE) ShAT A A I B =
or unused tax credits can be utilised. Such assets and BER MEEREZEHPEXT
liabilities are not recognised if the temporary difference arises HEERTRN R RN S
from goodwill or from the initial recognition (other than in EP%BbFﬁE%(%i%é\{ﬁﬁ%?MZﬁ@
a business combination) of other assets and liabilities in a EENBEMELS  AITSREERZ
transaction that affects neither the taxable profit nor the LRERIBEERAE °

accounting profit.

Deferred tax liabilities are recognised for taxable temporary EIEFIA B ERFGAKE A 7 KRB
differences arising on investments in subsidiaries and ERAMREREERERERESE
associates, and interests in joint ventures, except where ZERTEREZRER - ERAS
the Group is able to control the reversal of the temporary BriEH TR 2O mERE
difference and it is probable that the temporary difference will BERA RASRAJET S B D 2 1BR
not reverse in the foreseeable future. BRAN
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(u) Taxation (continued)

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

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the asset
is realised, based on tax rates that have been enacted or
substantively enacted by the end of the reporting period.
Deferred tax is recognised in profit or loss, except when it
relates to items recognised in other comprehensive income
or directly in equity, in which case the deferred tax is also
recognised in other comprehensive income or directly in
equity.

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

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends
to settle its current tax assets and liabilities on a net basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

3. SIGNIFICANT ACCOUNTING POLICIES 3. EE=:tHE (o

(continued)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2017

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(v) Related parties

A related party is a person or entity that is related to the
Group.

(@ A person or a close member of that person’s family is
related to the Group if that person:

(i) has control or joint control over the Group;
(i)  has significant influence over the Group; or

(i) is a member of the key management personnel
of the Company or of a parent of the Company.

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

i) The entity and the Company are members of
the same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others).

(i)  One entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is a
member).

(i)  Both entities are joint ventures of the same third
party.

BE_ZT—tF+_-A=

3. EEETTHER®

+T—HLFE

(v) BEAL

EATREARERRZ AL

g

:m}il

(@)

o

HEBATAL Al EIES
AT ZITHRER 8 BAE

AL

m»w

BREE -

(i)

S KA AR &
=

HAEBEERTE
b

YoV NI /NTES /N
AIZEBEEAS -

& NHMEREREE - BVERE
EAEE (RRER) ARE

(i)

(i)

e

RREANFBR—
Elpdo 4 NSRS
BRAE - WERE KR
= PNl dLE )
&) e

=1l
NS

—HEBARS—ERZ
BEARHEERE(K
H—ERBR/KEBRAZ
SEKEBRRZBER
AHAERE) -

MEERHRR—
TZRERE -

2017 F53 BEEHREZERBRAR

115



116

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(w) Related parties (continued)

(b)

(continued)

(iv)

(V)

(vii)

(i)

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. If the Group s itself
such a plan, the sponsoring employers are also
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).

The entity, or any member of a group of which it
is a part, provides key management personnel
services to the Company or to a parent of the
Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2017

3. SIGNIFICANT ACCOUNTING POLICIES 3. EE®FTHEE @

(continued)

(w) Segment reporting

(x)

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

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

Impairment of assets

Intangible assets that have an indefinite useful life or not yet
available for use are reviewed annually for impairment and
are reviewed for impairment whenever events or changes
in circumstances indicate the carrying amount may not be
recoverable.

At the end of each reporting period, the Group reviews the
carrying amounts of its tangible and other intangible assets
except goodwill, inventories, derivatives and receivables to
determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in
order to determine the extent of any impairment loss. Where
it is not possible to estimate the recoverable amount of an
individual asset, the Group estimates the recoverable amount
of the cash generating unit to which the asset belongs.
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(x) Impairment of assets (continued)

Recoverable amount is the higher of fair value less costs
of disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks
specific to the asset.

If the recoverable amount of an asset or cash-generating unit
is estimated to be less than its carrying amount, the carrying
amount of the asset or cash-generating unit is reduced to
its recoverable amount. An impairment loss is recognised
immediately in profit or loss, unless the relevant asset is
carried at a revalued amount, in which case the impairment
loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the
carrying amount of the asset or cash-generating unit is
increased to the revised estimate of its recoverable amount,
but so that the increased carrying amount does not exceed
the carrying amount that would have been determined (net
of amortisation or depreciation) had no impairment loss
been recognised for the asset or cash-generating unit in
prior years. A reversal of an impairment loss is recognised
immediately in profit or loss, unless the relevant asset is
carried at a revalued amount, in which case the reversal of
the impairment loss is treated as a revaluation increase.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. EE=:tHE (o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

3. SIGNIFICANT ACCOUNTING POLICIES 3. EE=:tHE (o)

(continued)

(y) Provisions and contingent liabilities

(2)

Provisions are recognised for liabilities of uncertain timing or
amount when the Group has a present legal or constructive
obligation arising as a result of a past event, it is probable
that an outflow of economic benefits will be required to settle
the obligation and a reliable estimate can be made. Where
the time value of money is material, provisions are stated at
the present value of the expenditures expected to settle the
obligation.

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

Events after the reporting period

Events after the reporting period that provide additional
information about the Group’s position at the end of the
reporting period or those that indicate the going concern
assumption is not appropriate are adjusting events and
are reflected in the financial statements. Events after the
reporting period that are not adjusting events are disclosed
in the notes to the consolidated financial statements when
material.
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(aa) Non-current assets held for sale and

discontinued operation

Non-current assets or disposal group are classified as held
for sale if their carrying amount will be recovered principally
through a sale transaction rather than through continuing use.
This condition is regarded as met only when the sale is highly
probable and the assets or disposal group are available for
immediate sale in their present condition. The Group must be
committed to the sale, which should be expected to qualify
for recognition as a completed sale within one year from the
date of classification.

Non-current assets or disposal group classified as held for
sale are measured at the lower of the assets’ or disposal
group’s previous carrying amount and fair value less costs to
sell.

A discontinued operation is a component of the Group,
the operations and cash flows of which can be clearly
distinguished from the rest of the Group and which
represents a separate major line of business or geographical
area of operations, or is part of a single co-ordinated plan to
dispose of a separate major line of business or geographical
area of operations, or is a subsidiary acquired exclusively with
a view to resale.

Classification as a discontinued operation occurs upon
disposal or when the operation meets the criteria to be
classified as held for sale in accordance with HKFRS 5, if
earlier. It also occurs when the operation is abandoned.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017 HEZZ—+F+-A=1T—HILFE
3. SIGNIFICANT ACCOUNTING POLICIES 3. EE=FHBXR )
(continued)

(aa) HEHEHRBEERE
ARIFABE T ()

WEBDBREELLE - AINEBEER
HpzmBARERE—HFE - &2
hELRE :

(aa) Non-current assets held for sale and
discontinued operation (continued)

When an operation is classified as discontinued, a single
amount is presented in the statement of profit or loss and
other comprehensive income, which comprises:

E%%JJ:”“%%%%B%R&@?‘J&
B8

— The post-tax profit or loss of the discontinued o
operation; and

RETBEKRDRIEREEBL

— The post-tax gain or loss recognised on the W7

measurement to fair value less costs to sell, or on the BEILESB 2 ATFERL
disposal, of the assets or disposal group constituting ERAS NN ERBEELH
the discontinued operation. EEEK - BRRIE KD
E1E o
4. CRITICAL ACCOUNTING JUDGEMENT 4. BT HER G THEE
AND KEY SOURCES OF ESTIMATION M2 EERR

UNCERTAINTY

1ET TREEMZ EEXKR

ARSI E E M A BEREER T EMERE
EERARAR 2 EARRBERARKD
ZEBRE - URRBEMROMEE TR
EMZEMEBRIR AT ©

Key sources of estimation uncertainty

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

(a) () #% - BERRBRAE

Property, plant and equipment and depreciation

The Group determines the estimated useful lives, residual
values and related depreciation charges for the Group’s
property, plant and equipment. This estimate is based
on the historical experience of the actual useful lives and
residual values of property, plant and equipment of similar
nature and functions. The Group will revise the depreciation
charge where useful lives and residual values are different to
those previously estimated, or it will write-off or write-down
technically obsolete or non-strategic assets that have been
abandoned or sold.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

4. CRITICAL ACCOUNTING JUDGEMENT
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty
(continued)

(b)

(c)

Impairment of property, plant and equipment and
construction in progress

Property, plant and equipment are reviewed for impairment
whenever events or changes in circumstances indicate that
the carrying amount of the assets exceeds its recoverable
amount. The recoverable amount is determined with
reference to the present value of estimated future cash
flows. Where the future cash flows are less than expected
or there are unfavourable events and change in facts and
circumstance which result in revision of future estimate cash
flows, a material impairment loss may arise.

Recoverability of intangible assets

During the year, the Group reconsidered the recoverability of
its intangible assets arising from the Group’s development,
which is included in its consolidated statement of financial
position at 31 December 2017 at HK$5,388,000 (2016:
HK$8,179,000). Detailed sensitivity analysis has been
carried out and the Group is confident that the carrying
amount of the assets will be recovered in full, even if returns
are reduced. This situation will be closely monitored, and
adjustments made in future periods, if future market activity
indicates that such adjustments are appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

4. CRITICAL ACCOUNTING JUDGMENT
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty
(continued)

(d)

(e)

Impairment of deposits for acquisition of non-
current assets, trade and other receivables, deposits
and prepayments

Impairment of deposits for acquisition of non-current assets,
trade and other receivables, deposits and prepayments
is made based on an assessment of the recoverability of
deposits for acquisition of non-current assets, trade and other
receivables, deposits and prepayments. The assessment
of impairment of receivables, deposits and prepayments
involves the use of estimates and judgments. An estimate
for doubtful debts is made when collection of the full amount
is no longer probable, as supported by objective evidence
using available contemporary and historical information to
evaluate the exposure. Bad debts are written off as incurred.
Where the actual outcome or expectation in the future is
different from the original estimates, such differences will
affect the carrying amount of deposits for acquisition of non-
current assets, trade and other receivables, deposits and
prepayments and thus the impairment loss in the period in
which such estimate is changed.

Income taxes

The Group is subject to income taxes in several jurisdictions.
Significant estimates are required in determining the
provision for income taxes. There are many transactions
and calculations for which the ultimate tax determination
is uncertain during the ordinary course of business. Where
the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will
impact the income tax and deferred tax provisions in the
period in which such determination is made.

HE_Z—+F+-A=+—RHIFE

4. BEISTTHERATTTIEE
M2 FERIR @)

Ba TEEMZEBERKIR &)

(d)

(e)

WEFRBEEZERES  BREK
RRHMEKRE BEREAN
IR ZBIE

WIEIFRBEE LT - BURK
K E A WA - S RIEN IR
ZRETDRBWEIFRBEE R
T RUCRF M E M EUEOR - 1%
& R IEA IR 2 AT W B 14 1 B4 R
WHRR - e RIBNRIEZRER
HEEGEEAE - 2RIEEAL
BEEMFHRRE  EBEERR
RN E 2 BR0R - RIETTRER
Ah o AR E LM - HARK
MERBAXEAAIRRE G
i RIERERERTEDNERRE
AEFHEAKEIFRB EE 2R
T YR M E M EWRIR - 1R
& REMFRNREE  AmMzE
ERR 2 B -

FriS®i

AEBBRMNZ EREREERZFT
BH -BEMSHIBESBER
AFHEAMG - RABEFRRE
FEE T REERETERKBAR
BMBZRPGRAE - BEZEFRRL
REBBEREFICHEZEED
Rl ZEZBRTEELZFEE
HAfR 2 P S AR SRR TR B s o

2017 F53 BEEHREZERBRAR

123



124

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

5.

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

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

The Group’s overall risk management programme focuses on the

unpredictability of financial markets and seeks to minimise potential

adverse effects on the Group’s financial performance.

(a)

(b)

Foreign currency risk

The Group has minimal exposure to foreign currency risk
as most of its business transactions, assets and liabilities
are principally denominated in the functional currencies of
the Group entities. The Group currently does not have a
foreign currency hedging policy in respect of foreign currency
transactions, assets and liabilities. The Group will monitor its
foreign currency exposure closely and will consider hedging
significant foreign currency exposure should the need arise.

Credit risk

The carrying amount of the cash and bank balances and
trade and other receivables included in the consolidated
statement of financial position represents the Group’s
maximum exposure to credit risk in relation to the Group’s
financial assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017 HE_Z—+F+-A=+—RHIFE
5. FINANCIAL RISK MANAGEMENT 5. MEREERZERIK
OBJECTIVES AND POLICIES (continued) (%)
(b) Credit risk (continued) (b) EEmE: %)
The Group’s maximum exposure to credit risk in the event WHEFIRZZFE—ELF+ A
that counterparties fail to perform their obligations at 31 =t HAREBRTESET  AIXE
December 2017 in relation to each class of recognised ERSEERREREEMART
financial assets is the carrying amounts of those assets as ZEEEERBRAE RENEGE I
stated in the consolidated statement of financial position. BARR KSR 2 EEREE - &
The Group’s credit risk is primarily attributable to its trade ErEERREZREEKFE -
receivables. In order to minimise credit risk, the directors have REBREERKEERE  £=
delegated a team to be responsible for the determination EEE—HEXEEEEEES
of credit limits, credit approvals and other monitoring B EEFHREMEERRF o It
procedures. In addition, the directors review the recoverable SN EEEHEFEENRZSEERZ
amount of each individual trade debt regularly to ensure that A el 5 - AR EEUE &
adequate impairment losses are recognised for irrecoverable BIEH R ARERE - Al - =5
debts. In this regard, the directors consider that the Group’s RE - AEBEZEERBRANEK -

credit risk is significantly reduced.

The Group’s concentration of credit risk on trade receivables P S = 2 Sl - (2] /) S
as at 31 December 2017 is mainly from one major customer SEEWRERCEREERBREE
which accounted for 36% (2016: 98%) of trade receivables. RE—BEERF - BEGEERKER

K2 36% (ZZ—7 F : 98%) °

It has policies in place to ensure that sales are made to AEEDHIERR @ BRESHR
customers with an appropriate credit history. REBRITEERENER -

The credit risk on cash and bank balances is limited because ReERBITEHNEERRER
the counterparties are banks with high credit-ratings assigned LT F 5 S AE RS AT
by international credit-rating agencies. FHEL T RE AR RERTT
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e PR R M

For the year ended 31 December 2017

HE_Z—+F+-A=+—HIFE

5. FINANCIAL RISK MANAGEMENT 5. MEREEBERBR
b=
OBJECTIVES AND POLICIES (continued) (%)
(c) Liquidity risk (c) mEEZEE
The Group’s policy is to regularly monitor current and REBERNBKATHERRAE RE
expected liquidity requirements to ensure that it maintains RS ESRE  UREREHR
sufficient reserves of cash to meet its liquidity requirements in EUNENEHERRERDEST
the short and longer term. TRERHE o
The maturity analysis of the Group’s financial liabilities is as REBSRAGENERITNAT
follows:
Total
contractual
undiscounted
cash flows
Carrying within 1 year
amount or on demand
—FRH
REREN
FITRES
BREE REHEE
HK$’'000 HK$’000
FETT FiBT
At 31 December 2017 R=ZB—tH+=-A=+—8
Trade payables FEITBR IR 231,250 231,250
Other payables and accruals b S FOE K FERT B A 29,587 29,587
260,837 260,837
At 31 December 2016 R-ZB-—XRE+=ZA=+—8
Trade payables FEITBR IR 21,548 21,548
Other payables and accruals b S FOE K FERT B A 21,715 21,715
Short term loans MHIE 3,371 3,371
46,634 46,634
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017 HEZZ—+F+-A=1T—HILFE
5. FINANCIAL RISK MANAGEMENT 5. BMEREEBERBR
b=
OBJECTIVES AND POLICIES (continued) (%)
(d) Interest rate risk (d) FIE =k
The Group is exposed to cash flow interest rate risk in relation REBFRZEE BIRITERSTE
to variable-rate financial assets of bank balances. The Group EEHEZAERENERR - A&
has not used any interest rate swaps to mitigate its exposure [%] 37 £ BR R (E (] ) =42 HR 6 4O DA F%
associated with fluctuations relating to interest cash flows. BEMMEASXERESREFNEEEHF

AR -

The Group currently does not have interest rate hedging ANES B B A3 B FI R ERER o A
policy. However, the management monitors interest rate i BEEESNERE  WFN
exposure and will consider hedging significant interest rate EERNZEETEAFEER °

exposure should the need arise.

In the opinion of the directors of the Company, no interest EN S ARG SIRITARR Z =X
rate sensitivity is disclosed as the interest rate sensitivity does BB TEAR - F =GR E I EE
not give additional value in view of insignificant exposure of EREIMEE  WARAIEZEZRRE
interest bearing bank balances as at the end of the reporting AR EGRE o

period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017 HEZZ—+F+-A=1t—HILFE
5. FINANCIAL RISK MANAGEMENT 5. MKEKEIERZERBER
=4
OBJECTIVES AND POLICIES (continued) (%)
(e) Categories of financial instruments (e) £MIT ALK
2017 2016
—E—+F ZE—RF
HK$’000 HK$’000
FHT FET
Financial assets: SREE
Loans and receivables B R GOR
(including cash and (BREReRREEEY)
cash equivalents)
— Trade receivables — FEURBRFK 75,410 35,901
— Financial assets included in — SRIEERFEEMNFIE -
prepayments, deposits and e R H AW RO
other receivables 3,132 737
— Bank balances and cash — — RITEBRNIRE —
held on behalf of customers REFHIFE 171,727 =
— Bank balances and cash — — RITEBNEIAE —
general accounts —RERF 39,365 84,411
— Other investment — Bt & 61,750 61,750
351,384 182,799
Financial liabilities: S@as:
Financial liabilities at amortised cost #$EK A2 SR BAE
— Trade payables — I 5RIE 231,250 21,548
— Other payables and accruals — EfthfENFRIB R EETE A 29,587 21,715
— Short term loans — REEX - 3,371
260,837 46,634
(f) Fair value () 2-FE
The carrying amounts of the Group’s financial assets and BRREMBERAR 2 AEE S/
financial liabilities as reflected in the consolidated statement BEACREEMNERAERERS
of financial position approximate their respective fair values. B AFERS -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR

For the year ended 31 December 2017

6. REVENUE

Revenue represents the net amounts received and receivable by
the Group from the sale of goods and services rendered to outside

customers, net of discounts, returns and sales related taxes are as

BE—ZT—+tF+-A=+—HILFE
6. W

Wt A RERINRE P HE S M M
AR 755 P AU BR B M 2 B (AR HRT A0
REREERABIAR) - 20T

follows:
2017 2016
—E—tF —E—RF
HK$’000 HK$'000
FET FHT
Continuing operations BEREER
Digital cable television business BRENIERETS 11,112 17,586
Wireless digital television IR BRI E RS
value-added services - 61,547
Wireless digital audio integrated circuits ~ ZEAREAI FHE A - 2,085
Securities brokerage business BHLALEETS 9,135 =
Representing: Hep :
— Continuing operations — RS ETS %

)

SRR
“q’ 0
R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2017

HE_Z—+F+-A=+—HIFE

7. OTHER INCOME 7. HAWA

2017 2016
—E—tF —E—REF
HK$’000 HK$'000
FBx FiT
Bank interest income RITHBUA 36 26
Reversal of provision on trade receivables &4 B 7k 8 {5 # [al 550 =

Reversal of provision on deposits, & BARIER
prepayments and other receivables L fth U SR IA B 1 Bl - 563
Reversal of over-provision on costs of sales #i% pk AN B 28 & 15 [E] - 7,741
Net gain on settlement with a customer ~ E—REPAE 2 W25 F58 - 21,765
Rental income HE WA 226 102
Fair value gain on financial derivatives SRITAET A 2 AFERE - 5,451
Waiver of other payables R BB IR - 25,052
Waiver of trade payables BRI ERR 1,182 =
Sundry income LI PN 404 2,579
2,398 63,279

Representing: Hep

— Continuing operations — BB 2,392 38,227
— Discontinued operations (note 14) — BRI (15 14) 6 25,052
2,398 63,279
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR

For the year ended 31 December 2017 HE
8. SEGMENT INFORMATION 8.

The Group has four reportable segments as follows:

— Digital cable television business

—  Wireless digital television value-added services

—  Wireless digital audio integrated circuits

—  Securities brokerage business

The Group’s reportable segments are strategic business units that
offer different products and services. They are managed separately
because each business requires different technology and marketing
strategies.

The accounting policies of the operating segments are the same as
those described in note 3 to the consolidated financial statements.

No operating segments have been aggregated in arriving at the
reportable segments of the Group.
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HE_Z—+F+-A=+—HIFE

8.

Information about reportable segment profit or loss, assets and

liabilities:

DEER )

BRI RS S
ZER

»

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

8. SEGMENT INFORMATION (continuea)

mAEE - BEMAE

Wireless Wireless
digital digital
Digital cable television audio Securities
television  value-added integrated brokerage
business services circuits business Total
BRI ESE ERE
EREY ERBERES TSR ESRLER st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET THET THET FET FBT
Year ended 31 December 2017 HZE-Z—tF
+=A=+-7
LEE
Revenue from external customers  RENREF 2 e 11,112 - - 9,135 20,247
Segment (loss)/profit AE(ER) B (6,441) (2,001) (432) 3,340 (5,534)
Depreciation and amortisation e R 2,614 21 52 8 2,695
Capital expenditure BARHY 1,494 = = 13 1,507
As at 31 December 2017 RZZ—tfF
t=A=+-H
Reportable segment assets RED N EE 44,691 891 1,418 244,172 291,172
Reportable segment liabilities e AR (30,690) (9,552) (12,851) (208,003) (261,096)
Year ended 31 December 2016 HE-ZT—F
A=l
LEE
Revenue from external customers  REINEEF 2 W 17,586 61,547 2,085 - 81,218
Segment profit/(loss) AT/ (E18) 3,643 63,692 (4,114) = 63,221
Depreciation and amortisation WEREE 2,521 % 804 — 3,421
Capital expenditure BARY 3 = 9 = 12
As at 31 December 2016 RZZE—RE
T=HE=E
Reportable segment assets e EE 113,064 667 1,644 — 115,375
Reportable segment liabilities AmEL AR (39,914) (7,544) (12,471) — (59,929)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017 HEZZ—+F+-A=1T—HILFE
8. SEGMENT INFORMATION (ontinued) 8. DEPER =)
Reconciliations of reportable segment revenue, profit or loss, Al¥E o abliles ~ mAsEsE  EEREA
assets and liabilities: B8R
2017 2016
—E—+F —E—RF
HK$’000 HK$’000
FET FiBT
Revenue Wz
Total revenue of reportable segments Al D a0 Bl 20,247 81,218
Elimination of discontinued operations EAR AR 2T 2 088 — —
Consolidated revenue fre W 20,247 81,218
Profit or loss AR E R
Total profit or loss of reportable segments A ¥R 70 26 2 1B 2 AR %A (5,534) 63,221
Unallocated income RoBLUA 36 7,182
Loss on deconsolidation of a subsidiary ~ BUH4R A& ABR—EMHE AR
ol it - (65,403)
Impairment losses on goodwill PR EEE - (11,563)
Impairment losses on intangible assets B EEREREE (3,277) (16,477)
Impairment losses on inventories GFEREEE - (3,243)
Impairment losses on trade receivables FEW AR FOR BB 1B - (692)
Impairment losses on prepayments, TERRIE R RHM
deposits and other receivables e FIE R EE B - (1571)
Impairment losses on property, Y% - BE MR EREEE
plant and equipment (20,090) (12,571)
Impairment losses on deposits for WHEIEREN B EE
acquisition on non-current assets I RERE - (18,000)
Other unallocated expenses B RO RS (27,310) (52,961)
Finance costs BhE KA (483) (6,973)
Income tax expenses FriSEiR > 967 59,551
Elimination of discontinued operations EAR AR TS 2 T 8K 1,487 8,653
Consolidated loss for the year from FNREAFELEEETS
continuing operations ZEREEE (54,204) (49,427)
Assets EE
Total assets of reportable segments A SRED 2 BEE 291,172 115,375
Unallocated assets RO EE 349,480 362,765
Consolidated total assets REREE 640,652 478,140
Liabilities aE
Total liabilities of reportable segments ARED I RaE 261,096 59,929
Unallocated liabilities AOBELEE 50,614 40,817
Consolidated total liabilities FTeEBE 311,710 100,746
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

8. SEGMENT INFORMATION (continuea)

HE_Z—+F+-A=+—HIFE

8. DEfER ®)

Geographical information: HIER
Revenue Non-current assets
&= FRBEE
2017 2016 2017 2016
—E—tF —E—RF —E—+tF —E—RF
HK$’000 HK$’000 HK$’000 HK$'000
FHET T THET T
Continuing operations  SEKE £
PRC ol 11,112 79,132 597 28,450
Hong Kong &k 9,135 2,086 30,409 19,300
Consolidated total REMBET 20,247 81,218 31,006 47,750

In presenting the geographical information, revenue is based on the

locations of the customers.

Revenue from major customers:

Revenue from customers of the corresponding periods individually

contributing over 10% of the total revenue of the Group are as

REFIEEME - W HRERE S 2P
FEHh

REREBEF Z W -

RIEEHRA - KB ER=F Z W B R
((EAREBE AR EEBE 10%) FHIBWT ¢

follows:

2017 2016
—B—+tF ZEAF
Segment HK$’000 HK$’000
8 FHT FHT
Customer A Wireless digital television value-added services - 61,547

BFH RS BRIEERS
Customer B Securities brokerage business 7,273 —

NS BA UL E
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR

For the year ended 31 December 2017 BE—ZT—+tF+-A=+—HILFE
9. IMPAIRMENT ON VARIOUS ASSETS 9. ZEEERE
2017 2016
—E—+tF ZE—RF
HK$’000 HK$'000
FHERT FHT
Impairment losses on goodwill e REREE - 11,563
Impairment losses on inventories GFERERE - 3,243
Impairment losses on trade receivables FEWERFOREE 18 - 692
Impairment losses on prepayments, TENFHIE - EZE Rk
deposits and other receivables H e kIR E 1R - 151
Impairment losses on intangible assets EREERERERE 3,277 16,477
Impairment losses on property, plant M - BEMEREREEE
and equipment 20,090 32,817
Impairment losses on deposits for WEESERBNEE 2
acquisition on non-current assets B RMBEEE - 18,000
23,367 82,943
Representing: Rk -
— Continuing operations — RHEEE T 23,367 62
— Discontinued operations (note 14) — BRI (MR 14) %

)

SRR
“q’ 0
R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2017

HE_Z—+F+-A=+—HIFE

10. FINANCE COSTS 10. BLE AR

2017 2016
—ZE—tHF ZE—RF
HK$’000 HK$'000
FBx FiBT
Interest on other loans HERF L 483 1,356
Interest on redeemable bonds AIERIESH 2 H B - 739
Interest on convertible bonds ARES < FE - 4,878
483 6,973

Representing: Hep
— Continuing operations — FHERE T 483 6,973
483 6,973

A=+
11. INCOME TAX CREDIT 1. FiSHE R
2017 2016
—E—+F ZE—RF
HK$’000 HK$'000
FHT FBT
Current — the PRC BNER — &

— Charge for the year — ANFEHIE 162 58
— Over-provision in prior years — BAFEEERE - (65,488)
— Deferred tax (note 33) — IRIERIA (F15E33) (1,129) (4,121)
(967) (59,551)

Representing: Hrn
— Continuing operations — FHERE TS (967) (59,551)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

11. |NCOME TAX CRED'T (continued)

HE_Z—+F+-A=+—RHIFE

1. i8S & @

Hong Kong Profits Tax has been provided at a rate of 16.5% on
the estimated assessable profit for the year ended 31 December
2017.

No provision for Hong Kong Profits Tax has been made for the
years ended 2016 as the Group did not generate any assessable
profits arising in Hong Kong during that year.

PRC corporate income tax is calculated at a standard rate of 25%
(2016: 25%) on the estimated assessable profits arising from its
operation in the PRC.

The reconciliation between the income tax credit from continuing
and discontinued operations and the product of loss before tax
multipled by the PRC enterprise income tax rate is as follows:

2T —+Ft+-_A=1+—HILFE
EBFNSTILRTE 16.5% sT IR (s R
A o

HRAEERBE T A"FILFELE
REBEBELEMERTREHN - MZFAL
AL BB TSRS -

AR BAR & 7 ST EE A 2 b Et FERR T A
ZHBGEMEHRIZERE R 5% (=F
—NEE 1 25%) o

REFERERIECEEBNMEHIRE
ERRRFR BB B IR P B D E TS R R 2 3k
SEERAOT ¢

2017 2016
—Z—+t5F ZE—REF
HK$’000 HK$’'000
FExT FHET
Loss before tax BT A AR (56,658) (117,631)
Tax calculated at the domestic tax rate A 7 B 25% 518 2 B8
of 25% (2016: 25%) (ZB—NE : 25%) (14,165) (29,408)
Effect of different tax rates of subsidiaries — FAE B35 & B[R 8 2
operating in other jurisdictions WEB AR Z TR EZE 2,052 3,612
Tax effect of income that is not taxable BMTRB R 2 BIEFE (155) (7,447)
Tax effect of expenses that are not TREHIBR AT 2 B IE &
deductible 9,865 26,063
Tax effect of tax losses not recognised RERMIBEBE < RIBTE 1,436 16,891
Over-provision in prior years BEFEBRERE - (55,488)
Utilisation of tax losses not recognised E A So A AR R FRIEE 18
previously - (13,774)
Income tax credit PRSI R (967) (59,551)
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12. LOSS FOR THE YEAR

HEZ

12.

The Group’s loss for the year is arrived at after charging/(crediting):

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

Z—+F+-A=+—RIFE

FREE

AEBFABEDENG, (GEA) T3
BIRRIE -

2017 2016
—E—tF AN S
HK$’000 HK$'000
FER FHT
Staff costs including directors’ emoluments: & TR ABFEE EM< :
— Salaries, bonus and allowances — %<& - 12 R 15,883 17,804
— Retirement benefits scheme — RINEFET S
contributions 2,173 732
18,056 18,536
Auditors’ remuneration ZE RN < 798 1,180
Cost of inventories sold EHEZFERAR 660 2,036
Depreciation of items of property, Yz - BEMKEERE 2ITE
plant and equipment 2,956 3,714
Amortisation of intangible assets TS B 2 5,639 6,783
Fair value loss on initial recognition R ES
of convertible bonds Z A TFEEE - 15,000
Operating lease charges KEHEEER 4,358 4,638
Research and development expenditure i3 F 32 777 4,433
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

13. DIRECTORS’ AND FIVE HIGHEST PAID 13. EER A E R EA 2
INDIVIDUAL EMOLUMENTS &

BEEZMEFINNT

HE_Z—+F+-A=+—RHIFE

The emoluments of each director were as follows:

Salaries, Retirement
allowances and  benefits scheme Total
Notes Fees other benefits contributions emoluments
2= EHRER
Mt e REAMFIE g3 o)
HK$’000 HK$’000 HK$’000 HK$’000
TERT TERT TERT TERT
Year ended HE-Z—tH§
31 December 2017 TZA=t+-HLEE
Executive directors: WITES:
Tan SriDato’ LimTong Yong ~ AHETESBMEFE* 0] 1,040 - - 1,040
Mr. Chen Rongbin eyt (i 1,950 600 18 2,568
Mr. Gao Yang aEAE 883 - 8 891
Mr. Yuan Gonglin RAMEE
(appointed on (R=Z—+tF
3 July 2017) +A=REZT) 538 35 7 580
Mr. Qiu Bin Rk E
(retired on 2 June 2017) (R=T—+tF
NAZBEM) 405 - 8 413
Mr. Hu Qixian RS RE
(resigned on 26 June 2017) (R=Z—+tF
ANAZTREEE) 846 - - 846
Mr. Chen Xi REEE
(retired on 2 June 2017) (R=Z—+tF
NAZHERME) 405 - - 405
Independent non-executive B IEAT
directors: 5%
Mr. Wong Chi Keung BlREE
(resigned on (RZT—tF
19 September 2017) NATEEE) 104 - - 104
Ms. Chen Yan BRI+
(resigned on 26 April 2017) (R=T—+tF
M A=+ BEHME) 40 - - 40
Mr. Xu Haiou RS ST 130 - - 130
Mr. Chau Sen Chung Btk 130 - - 130
6,471 635 41 7,147
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For the year ended 31 December 2017

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

HE_Z—+F+-A=+—HIFE

1&§$&£%%E%@AZM
Tz (&)

140

Salaries, Retirement
allowances and  benefits scheme Total
Notes Fees other benefits contributions emoluments
Fiac - 11 EHRER
MiEE ik REMFIR B BB
HK$’000 HK$’000 HK$°000 HK$°000
FET FET TET TET
Year ended HE-ZE—RE
31 December 2016 TZA=+-HLEE
Executive directors: WITES
Tan SriDato’ LimTong Yong ~ AHTBEBME £~
(appointed on (RZE—RF
17 February 2016) —AttREZME) 0] 906 - - 906
Mr. Chen Rongbin R E
(appointed on (R=Z—RF
21 July 2016) FR-T—BEEE) (i) 870 100 9 979
Mr. Gao Yang SHTE 1,087 - - 1,087
Mr. Qiu Bin o4 832 - 18 850
Mr. Hu Qixian HESEE
(appointed on (RZT—RF
1 June 2016) AA—BEEE) 607 160 - 776
Mr. Chen Xi REEE
(appointed on (R=Z—RF
1 June 2016) NA—REE) 607 - - 607
Mr. Tan Xiangdong ERREE
(appointed on 1 June 2016 (R=Z—RE~A—H
and resigned on BZAIR=Z—RF
24 June 2016) NAZTEARE) 144 - - 144
Mr. Yu Bun BT
(retired on 31 May 2016) (RZZ—RF
AA=+—HEMR) 436 - 9 445
Mr. Xiao Yan HEXAE
(retired on 31 May 2016) (R=Z—RF
AA=+—RERMAE) 378 - - 378
Mr. Li Nan 2%kt
(retired on 31 May 2016) (R=ZZ—RF
AA=1+—BEM) 379 - - 379
Mr. Li Tao TREE
(retired on 31 May 2016) (R=Z—RF
AA=+—HEMAE) 387 - 8 395
Non-executive director: FHTES
Mr. Wang Kun FEs
(resigned on (R=Z—F
15 December 2016) +=-A+RBEE) - - - -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017 HEZZ—+F+-A=1T—HILFE
—+. = —p 2 Ry
13. DIRECTORS’ AND FIVE HIGHEST PAID 13. EE R A A& e @A 2 B
INDIVIDUAL EMOLUMENTS (continued) 4¢P
Salaries, Retirement
allowances and  benefits scheme Total
Notes Fees other benefits contributions emoluments
e =R EREF
Mt e REMFIR AR FoEads)
HK$’000 HK$’000 HK$’000 HK$000
TAET TAET TAET THERT
Independent non-executive BUIFRiTES
directors:
Mr. Wong Chi Keung BE2BAE
(appointed on (R=Z—RF
17 October 2016) +A+LRERMT) 32 - - 32
Ms. Chen Yan BRiaz+
(appointed on 15 June 2016)  (R=F—"4F
NATRBEZRE) 4 - - 7
Mr. Xu Haiou BRI
(appointed on 15 June 2016)  (R=Z—<4F
NATRBEZA) 71 - - 7
Mr. Chau Sen Chung BARMEE
(appointed on (RZE—RF
31 August 2016) NA=Z+—HEZE) 44 - - 44

Mr. Chan Fong Kong Francis ~ BRI%E4
(appointed on 1 June 2016 (R=Z—~"FX A—H

and resigned on BEZEIR=Z—RF
31 August 2016) NA=+—HEHME) 30 - - 30
Mr. Leung Wo Ping RMTRE
(resigned on 20 June 2016) (R=Z—RF
NAZTHEME) 68 - - 68
Mr. Hu Dingdong HEREE
(resigned on 20 June 2016) (R=ZT—RF
NAZTHEHE) 57 - - 57
Mr. Lei Yong EBEE
(resigned on 8 June 2016) (R=Z—RF
~NANBEHE) 53 - - 53
Mr. Chiu Chi Kong RIS
(resigned on 8 June 2016) (RZT—RF
~AN\HEHE) 88 - 5 93

7,147 269 49 7,465
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2017

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

Notes

(i) Tan Sri Dato’ Lim Tong Yong was appointed as an executive director
and the chairman of the Board with effect from 17 February 2016.

(i) Mr. Chen Rongbin was appointed as an executive director, a vice
chairman and the chief executive officer of the Company with effect
from 21 July 2016.

There was no arrangement under which a director waived or
agreed to waive any emoluments during the years ended 31
December 2017 and 2016.

The five highest paid individuals in the Group during the year
included four (2016: four) directors whose emoluments are
reflected in the analysis presented above. The emoluments of the
remaining one (2016: one) individuals are set out below:

HE_Z—+F+-A=+—HIFE

13. EE N A B HSHFEA 2

&)
3

0 FAHBEEEMRFR-_ZE—RF_A
TEREREANTESREETSLIR

(i) PFREEEER—Z-—RFLA=-+—H
BERERARRATES - BIEFERT
BHBE

BE-_ZT—+FR-_FTE—X~F+=-A
=+ BIEFE > BEIESRESR
BRETABE 2 28 -

FR AEEREESHALEENOS
TE-RF MOR)EFE REZEFMH
ARERLEXZEN - BT —R(ZF—RK
Fi—B)ALZHHMOAT :

2017 2016
—E—+F —ZE-REF
HK$’000 HK$’000
T T FiBT

Salaries, allowances and other benefits e RMREYHR
in kind 617 1,082
Contributions to pension scheme RIREFIFT B R 11 9
628 1,091
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR

For the year ended 31 December 2017 BE—ZT—+tF+-A=+—HILFE

13. DIRECTORS’ AND FIVE HIGHEST PAID 13. EERAZR B HEAZH
INDIVIDUAL EMOLUMENTS (continued) )
The emoluments fell within the following bands: FeNMTATHE 2 AT :

Number of individuals

AE
2017 2016
—E—+tF ZE—RF
Nil to HK$1,000,000 0787t — 1,000,00078 7T 1 —
HK$1,000,001 — HK$1,500,000 1,000,001 87T — 1,500,000 7T - 1
1 il
During the years ended 31 December 2017 and 2016, no HE-_Z—+tFR-ZZE-X"F+=A
emoluments were paid by the Group to any of the directors or the =T—HLEFE  FAEEHSEREEFNR

highest paid individuals as an inducement to join or upon joining BHALTZSIE - tEARRSI TBZEBD EE
the Group or as compensation for loss of office. BRESTESIN Hﬁ$%lf§% Bh=k

,,,,,,,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

14. DISCONTINUED OPERATIONS

The Group’s discontinued operations for the year ended 31

December 2017 and 2016 represented the investment in mining

business operated by Zhong Kuang Jing Zi Investment Co., Limited

(the “Zhong Kuang Jing Zi").

(@)

During the year ended 31 December 2015, the directors
intended to dispose of the Group’s interests in Zhong Kuang
Jing Zi. Negotiations with several interested parties had been
taken place during the year ended 31 December 2016 and
2017.

The Disposal of Zhong Kuang Jing Zi was planned during
year ended 31 December 2015. Up to the date of approval
of these consolidated financial statements, the disposal was
not yet completed. The results of Zhong Kuang Jing Zi under
the business segment of investment in mining business in
Lijiang has been presented as discontinued operation during
the years ended 31 December 2017 and 2016, and Zhong
Kuang Jing Zi was classified as asset/(liabilities) of disposal
group held for sale on the consolidated statement of financial
position.

Heng Xin China Holdings Limited Annual Report 2017
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017 HEZZ—+F+-A=1T—HILFE

14. DISCONTINUED OPERATIONS (continued) 14, &R IR ET @)

() The loss for the year from discontinued operations is (b)) FREKRIELEEEBEE TN
analysed as follows: N
2017 2016
—E—tF —FBREF
HK$’000 HK$'000
FHEx FHIT
Loss of discontinued operations BRI X5 2 18 (1,487) (8,653)
The results of the discontinued operations for the year which FARRIEEEEB 2 & (BEEA
have been included in consolidated profit or loss, are as REEEA) AT ¢
follows:
2017 2016
—B—+tF il rNGe
HK$'000 HK$'000
FEx FHIT
Other income H A 6 25,052
Administrative expenses TE R (1,303) (12,893)
Impairment loss on various assets & EEREEE - (20,246)
Share of loss of an associate H{h—EEE & A R EE (190) (566)
Loss from operations KL IR (1,487) (8,653)
Finance costs A R A - 74
Loss before tax BRARATEIE (1,487) (8,653)
Income tax expense FriS iR - =
Loss for the year from FANERIEKEEEBERE
discontinued operation (1,487) (8,653)
During the year, the discontinued operation used FR - BRIEREXBRELES
approximately HK$9,000 (2016: used approximately FrR#79,000% 70 (ZF—7R4F « AT
HK$726,000) in respect of operating activities, received F#1726,000%87T) © BLIRE BB
approximately HK$nil (2016: received approximately HK$nil) AR (ZF—NF  WBHNZT
in respect of investing activities and paid HK$nil (2016: BT ERBEESINTET (=
HK$nil) in respect of financing activities. T—RF T °
No tax charge or credit arose on loss on disposal of the HEERIEEE SR 2 iRl EE
discontinued operation. TR SR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2017
15. DIVIDEND

The Directors do not recommend the payment of any dividend for
each of the years ended 31 December 2017 and 2016.

16. LOSS PER SHARE (HK CENTS)

(@) From continuing and discontinued
operations

Basic loss per share (HK cents)

The calculation of basic loss per share attributable to
owners of the Company is based on the loss for the year
attributable to owners of the Company of HK$54,962,000
(2016: HK$53,840,000) and the weighted average number
of 8,304,538,000 (2016: 7,721,537,000) ordinary shares in
issue during the year.

Diluted loss per share (HK cents)

No diluted loss per share are presented as the Company did
not have any dilutive potential ordinary shares during the year
ended 31 December 2017.

The computation of diluted loss per share for the year ended
31 December 2016 is the same as the basic loss per share
as the impact of the convertible bonds outstanding had an
anti-dilutive effect.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017 HEZZ—+F+-A=1T—HILFE
= ET= R
16. LOSS PER SHARE (continued) 16. BREE @)
(b) From continuing operations (b) KEFFELEXERE
Basic loss per share (HK cents) BREAREE (GB)
The calculation of basic loss per share attributable to RARHER AELERENESIER
owners of the Company is based on the loss for the year RIEARRNREE AR FERNELE
attributable to owners of the Company of HK$54,204,000 654,204,000/ 7o ( = F — /N F ¢
(2016: HK$49,427,000) and the weighted average number 49,427,000 7T ) R EFNBE BETE
of 8,304,538,000 (2016: 7,721,537,000) ordinary shares in 38 % N #& - ¥9 £8,304,538,000 fi%
issue during the year. (ZZF—7"%F :7,721,537,000 f%) &1
e
Diluted loss per share (HK cents) SREEESSE (B)
No diluted loss per share are presented as the Company did HREBE_ZE—+tF+-_A=1+—
not have any dilutive potential ordinary shares during the year B IEF 8 AR BN E (] B8 BE
ended 31 December 2017. TIBA% - MO E RS SRS ESTE -
The computation of diluted loss per share for the year ended AR HAERARKREFARES
31 December 2016 is the same as the basic loss per share e WEEHEZZE—RF T
as the impact of the convertible bonds outstanding had an R=+—BIFEzSREEER
anti-dilutive effect. BGREAREEAR o
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(c) From discontinued operation

Basic loss per share (HK cents)

The calculation of basic loss per share attributable to
owners of the Company is based on the loss for the year
attributable to owners of the Company of HK$758,000
(2016: HK$4,413,000) and the weighted average number
of 8,304,538,000 (2016: 7,721,537,000) ordinary shares in
issue during the year.

Diluted loss per share (HK cents)

No diluted loss per share are presented as the Company did
not have any potential ordinary shares during the year ended
31 December 2017.

The computation of diluted loss per share for the year ended
31 December 2016 is the same as the basic loss per share
as the impact of the convertible bonds outstanding had an
anti-dilutive effect.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2017

16. LOSS PER SHARE (continued)

BE-T—tFt-A=t+—BLEE
16. BIREE @)

() KREEKIUZLERE

BRESERE GBIL)

RAREBEAEBEERERNES
ERBEARAREE AR FREAS
&5 #8758,0008 ;L ( = F — <N F ¢
4,413,000 7T ) R FAE T ER
% Hn g F 5 25 8,304,538,000 % ( =
T— N4 ¢ 7,721,537,0000%)51E -

BREEER GBIL)

HREBE—T—tF+_A=1—
B FEARR RN EERELEER
B B2 BREEEE

B E AR AR S A REE
TE HERERE_T-RET-
A=T—RLFEZSRETER
HEERENERER -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017 HEZZ—+F+-A=1T—HILFE

17. PROPERTY, PLANT AND EQUIPMENT 17. 1% - BEKRRE

Transmission
and other
Computer Furniture Leasehold Motor Office Plant and network Construction
equipment and fixtures  improvements vehicles equipment machinery equipment in progress Total
AR HE e
EfRE Be%E nERE AE BAERE BERER iR REIE &5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T Thr AL T TFhL TR T FhL Tén
COST: B
At1 January 2016 W=E-~E-F-A 1,040 467 1,066 5,604 1,49 4016 140,738 19,616 174,063
Additions FE - 5 750 - 10 2 2077 - 2846
Wiitlen off fi 1) = = = m v = I (34
Deconsoldation of Naa AR
asubsidiary i = = = = (90) = = = 00
Exchange redlignment 3% 27) (5) & (235) (69) (226) (7.947) (1,109 9611)
At31December 2016 W=F-~ET=A=+-AR
and 1 January 2017 “E-tE-f-f 986 467 1818 5,389 1,340 3,792 134,868 18,514 167,174
Addtions HE 1 3 id - 11 7 1,49 o 1,509
Acquiston of a subsidiary WEE KB AR 16 - = = 9 = = = %
Wien of % - - - = (10 (#5 = - (469
Exchenge redignment % % 3 4 7 286 83 274 9,749 1338 11,764
At31December 2017  W=B-tF+ZA=t-B 103 474 1818 5,675 1433 3611 146,111 19,852 180,007
ACCUMULATED ZETERAE:
DEPRECIATION AND
IMPAIRMENT:
At1 January 2016 R=E-~E—A-A 790 425 1,066 5,206 1,323 1,670 108,381 19,616 138,497
Chargelortieyesr  EiE 100 1 146 9 b 810 2547 = 3714
Written off 3K 25) il 7 i ) 7 7 = (30
Deconsolidation of PEGA AR
a subsidiary —HHBAR = = = = 6 = = = ()
Impaiment loss REEBE = = = T X 881 11,69 = 12571
Fxchange redlignment (3 3% 18) = = (215) 65) (170) (6.274) (1,102) (7.844)
At31December 2016 W=F-AET=A=-AR
and1January 2017  Z%-t£-HB-H 847 467 1212 5,053 1275 3,191 116,344 18514 146,90
Charge for the year FENE 3 o 251 4 14 58 2,554 # 2,956
Witte of % = = = = 0 (9 Z 4 oY
Impaimmentloss (note) VRS (Hfzk) = = = 114 % 539 19413 = 20,090
Fxchange redignment 3 8% 2 5 = 263 83 215 7,800 1,338 9727
At31December 2017 A=E-tE+-A=t-A 908 472 1,463 5411 1,394 3611 146,111 19,852 179,282
CARRYING AMOUNT: R :
At31 December 2017 R=F-tE+=f=1-R 125 2 35 204 k) = = = 72
At31December 2016 RA=E-~E+ZA=1-A 139 e 606 336 65 601 18,524 - 20271
Note: The Group carried out reviews of the recoverable amount of its M  AEEER T — L F R A REALEL
motor vehicles, office equipment, plant and machinery, transmission ¥NEHERE  BAERE  BER
and other network equipment for the digital cable television business S - HE R E AR EN A R &
in 2017. In view of the current market condition and the change in o ENERTRARKEMEE - ARE
technology, as well as the adverse impact arising from the disputes B EHRRM 9@ Frill R E ER &
with the local television station and a supplier as detailed in note RARER B A URBROTFIFE - R
39(a) to the consolidated financial statements, the Group recognised SERESBBHEEBERYZE « K
an impairment loss on property, plant and equipment for the digital 5 K 3% 4 {8 5 18 20,090,000 7% 7T ( =
cable television business of HK$20,090,000 (2016: HK$12,571,000) T — N 0 12,571,00087L) '« ERE
which is expensed in the consolidated statement of profit or loss and ZEE—tF = =T NS
other comprehensive income for the year ended 31 December 2017. rEEm R EAEERARP T o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2017 HEZZ—+F+-A=1t—HILFE
18. GOODWILL 18. &
2017 2016
—E—tF —E—REF
HK$’000 HK$'000
FHET FAT
COST: AN :
Arising on acquisition of a subsidiary g —RMEB AR &
and carrying amount at end of S HREBRE (A 5| 8
the reporting period 6,456 —

Goodwill acquired in a business combination is allocated, at
acquisition, to the cash generating units (“CGUs”) that are expected
to benefit from that business combination. The carrying amount of
goodwill had been allocated as follows:

ETEE O U EE 2 BT TIPSR R 5 AL
EREHEEZFEBEHER c ReEESE
([ ReEEAET]) - EZREERS
BLan R

2017 2016

—E—tHF —T—RE

HK$’000 HK$’'000

FET T

Securities brokerage business RS AT TS 6,456 —
Notes: 5T

The recoverable amount of the cash generating unit in the securities
brokerage business has been determined based on value in use calculation
using cash flow projections based on financial budgets approved by senior
management covering a five-year period. The discount rate applied to cash
flow projections is 21.01%.

The Group management’s determined budgeted growth rate and gross
profit margin based on past performance and market expectation. Besides
the original business sectors, the Group has been investing in its resources
in the acquisition of new business and was prepared to enter into new
business segments.

No impairment loss related to the Group’s securities brokerage business
was recognised during the year.

150 Heng Xin China Holdings Limited Annual Report 2017

BAHREERBzREELB T2 IKEISFRT)
A BEEREL  RIESMEREHAZH
HEEAE 2 ReRERAMEE - AHA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

HE_Z—+F+-A=+—RHIFE

19. INTANGIBLE ASSETS 19. B &=
Technology
Technology fees for Securities
fees for castor  digital cable  Development Trading trading
business television costs Patents right licence Total
Biixhe ERUNER RERH
BWER  ZBWER RERA Bl R58 R Eh)
(note i) (note i) (note i (note iii) (note iv)
(HeEii) (MeEi) (HyaEii) (R (HsEiv)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
Tén Tén TER TER TR TER TER
COST: B
At 1 January 2016 RZE-E-F-A 18,778 80,533 6,310 13,365 - - 118,986
Witten off i - (2,056) - - - - (2,056)
Deconsolidation of asubsiciary ~ BUB&GA AR—RIHBLA (18,778) - - (13,365) = = (32,149
Exchange realignment ERRE - (2,337) (354) = = - 2,691)
At 31 December 2016 R=B-AFt=A=1-A
and 1 January 2017 R=5-t£-A-H - 76,140 5,956 - - - 82,096
Acquisttion of a subsidiary WiE-EHEAA - - - - 21 5,803 6,114
Exchange realignment 5B = 2,690 431 = = - 3,121
At 31 December 2017 R=B-t#+=A=1-H - 78830 6,387 < 21 5,893 91,331
ACCUMULATED AMORTISATION Z:t##REEEE :
AND IMPAIRMENT LOSSES:
At1 January 2016 R=Z-~E-A-A - 48,938 6,310 = < < 55,248
Amortisation for the year EREE - 6,783 - - - - 6,783
Wiitlen off s - (2,056) - - - - (2,056)
Impaiment loss WEFE - 16,477 - = = - 16477
Exchange realignment B A - (2,181) (354) - - - 2,53)
At 31 December 2016 R=B-AFt=A=1-A
and 1 January 2017 R=%-t£-A-H - 67,961 5,956 - - - 73917
Amortisation for the year G £ - 4913 = - 3 688 5,639
Impaiment loss HEBE = 3277 = B - = 3277
Exchange realignment IE 0 - 2679 431 - - - 3,110
At 31 December 2017 R=B-t#1+ZA=1-H - 78830 6,387 - 3 668 85,943
CARRYING AMOUNT: BEE:
At 31 December 2017 R=B-tFt=A=1-A - - - - 183 5205 5,388
At 31 Decerber 2016 RZB-E+ZA=1-H - 8179 - = - - 8,179
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

19. INTANGIBLE ASSETS (continued)

Notes

(i)

(i)

The Group’s intangible assets of technology fees paid for the
digital cable television business. The average remaining useful life
of the technology fee is 5-18 years. The Group carried out reviews
of the recoverable amount of its intangible assets of technology
fees paid for the digital cable television business in 2017. In view
of the current market condition and the change in technology,
as well as the adverse impact arising from the disputes with the
local television station and a supplier as detailed in note 39(a) to
the consolidated financial statements, the Group recognised an
impairment loss on intangible assets of technology fees paid for
the digital cable television business of HK$3,277,000 which is
expensed in the consolidated statement of profit or loss and other
comprehensive income for the year ended 31 December 2017 (2016:
HK$16,477,000).

The Group’s intangible assets of technology fees paid for the castor
business. The average remaining useful life of the technology fee
is 5 years. The Group’s patents protect the specification of the
Group’s products in relation to the castor business. The average
amortisation period of the patents is 18 years. The Group lost control
on the subsidiary which operates the castor products business and
the Group has deconsolidated this subsidiary in the consolidated
financial statements for the year ended 31 December 2016.

The Group’s trading rights represent the trading right for dealing in
securities and advising on securities in the Stock Exchange.

The trading rights is considered by the management of the Group
as having a useful life of 10 years, which will be expired on 12
December 2021.
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B EE
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AEERERBMNERESITERLE
EZBIME - S8 2 4T Al £
FHARASE18F - AKBEENR T —+
FREAMERERBUEREF I TE
MEEZEMENAKESEE - ENE
BRI R T EE - URGAMSIRE
B 5E39(a) FT il B & 1 BAR & ML BT
BEADTEROTFEE  AEEHE
B EREB I MM E ERER
B E R EEIE 3,277,000 T (ZT—7<
F 16,477,000 70) ERBE=T
—tE+-A=+—ALFEzHEEE
HREMEERARP N -

REBE BB BT E E 2 Bl
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F o REBFMEREREEREMZE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

19. INTANGIBLE ASSETS (continued)

Notes (continued)

(v)

The securities trading licence was acquired in a business
combination during the year, details of which are set out in note 37 to
the consolidated financial statements. Under the securities brokerage
licence,the Group is entitled to carry out Type 1 (dealing in securities)
regulated activities under the Securities and Futures Ordinance. The
Type 1 licence carried at cost less accumulated amortisation and
impairment losses. The useful life of the Type 1 License is deemed to
be the remaining tenor of the existing HKEX Trading Right. The fair
value of the license as at date of initial recognition and 31 December
2017 have been arrived at on the basis of a valuation carried out
on the acquisition date by DTZ Cushman & Wakefield Limited, an
independent qualified professional valuer.

Management assesses impairment of securities brokerage licence
annually using the value in use method calculated based on
cash flow projections of the business of provision of securities
brokerage services to which the intangible asset relates. Based
on the impairment assessment, management considers that no
impairment loss on the intangible asset is required to be made in the
consolidated financial statements.

20. DISPOSAL GROUP HELD FOR SALE

During the year ended 31 December 2015, the directors intended

to dispose of one of the Group’s mining investment business.

Negotiations with several interested parties have been taken

place during the year ended 31 December 2016 and 2017. Up

to the end of the reporting period, the negotiations were not yet

completed. The assets and liabilities attributable to the mining

investment business, which are expected to be sold within twelve

months, have been classified as a disposal group held for sale and

are presented separately in the consolidated statement of financial

position.

=

=
=

R F+A=+—HIFE

10. B EE )

BieE (&)
v) RBHERLEERREARBEHEES

FIBHR R A M B WK MEEST » RIR
BHRLER - AEERETE S R
BIEFIRT 1B (EHRS) ZREE
B o F1RBREBRAERREHNR
MEEIERTIER - 551 SR IRV Al (£ 8 F
B R RIREBERHAR B ENTIER
HR - ZEEROTHRBAAHR-F
—tEF+A=+—BHNRTFEDER
BUABREXMEMBRERITERA
AR B B ETTR A EMSH o

ERERERBEEISFIEEFRLL
JEREREMRRN - EREETLEERH
MIREESRLERERFHRSRETR
AEE - RIPRERE  BEERRE
BNER R M SR R B EEHRE
&8

20. 7 REABEHEZHERE

HEST —AE raH =l
EFeRNEASBEP —HREXREX
B-BE_T—AFRZT—tF+=A
=+ —HIEFERRETREBRA TH#T
ZRER - BERE K - BREERDA
T BRBEEREXBZEERAEBE
SEA— R EHECHESBW A2
FIRERE IR K - BN +=EA
REH -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2017 HEZ

20. DISPOSAL GROUP HELD FOR SALE 20.

(continued)

The proceeds of disposal are expected to exceed the net carrying
amount of the relevant assets and liabilities and, accordingly, no
impairment loss has been recognised on the classification of these
operations as held for sale.

The major classes of assets and liabilities comprising the disposal
group classified as held for sale at 31 December 2016 and 31
December 2017 are as follows:

Z—+F+-A=+—RIFE

DEAFFHEZHERE
(%)

HEMSRERAMEBHREEENAE
ZEEEFE - ABEARSDEALEELS
FrEH EMAEREIRERE -

BENBE(BESERFELEZLE
SRR _E—RFT_A=1t—HBRZ=
E—+tHEFTA=+—HBx2HIMN
™~

2017 2016
—EZE—tHF —E—REF
HK$’000 HK$’'000
FHEx FHIT
Property, plant and equipment L E YN L] 22 26
Interest in an associate R—REE QR 39,444 39,634
Goodwill kS 3,760 3,760
Other receivables, deposits HEf N R « e
and prepayments NIERFIE 213,010 201,129
Cash and cash equivalents RERREEEY 44 719
Total assets classified as held for sale DERFHERE 2 BERTE 256,280 245,268
Trade and other payables, and total for FE RN S E A RS 5K I8
liabilities associated with assets AR B D R8RS EE &
classified as held for sale BENEBEzAERSR (47,393) (43,650)
Net assets of disposal group HEEBZEEFE 208,887 201,618

At 31 December 2017, cumulative income or expense recognised
in other comprehensive income relating to the disposal group
classified as held for sale amounted to a debit balance of
HK$3,456,000 (2016: credit balance of HK$828,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2017
21. SUBSIDIARIES

The amounts due from/to subsidiaries are unsecured, interest-free
and have no fixed terms of repayment.

A.  Particulars of the principal subsidiaries as at 31 December
2017 are as follows:

BE-FTtFt-A=+—ALFE
21. [fiB A 7]

R P B 2
EAREFER -

FIRIAREL - 28

A TEWNBRAINR=_ZE—+tF+_A
=+t—BHZFBENT

Place of
incorporation/ Percentage of equity
registration Issued and interests attributable
Company name and operation paid-up capital to the Company Principal activities
EREKL,/ ERIR KA FHRE
ARER R EE L HERE ZBEAN TEXK
Directly held:
EERE:
Heng Xin Management Limited Hong Kong HK$1,000,000 100% Provision for
management services
ELEEBRAR B 1,000,0007%7C 100% RAEETR R
Indirectly held:
BERE
China Champion Development Hong Kong HK$10,000 100% Investment holding and
Limited trading of electronic parts
REERERAR BE 10,000/7C 100% REARKEEETERMN
YR EERRRERAR The PRC RMB200,000,000 100% Investment holding, digital
(Shenzhen Champion cable television business,
Maxiumic Group Co., Ltd") general trading and
provision for technical
services and related
value-added services,
technology development
and technology consultant
A EBRRRRBRAT i AR%200,000,0007C 100% RESKR  BRBUER

5 —REHREY
A AR5 S AR (EARES
SRS
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For the year ended 31 December 2017

21. SUBSIDIARIES (continued)

HE_Z—+F+-A=+—HIFE

21. BB A=) )

A.  Particulars of the principal subsidiaries as at 31 December A FEWBRARRZ=ZZ—tF+=A
=T—HZFBWT (&)

2017 are as follows (continued):

Place of
incorporation/ Percentage of equity
registration Issued and interests attributable
Company name and operation paid-up capital to the Company Principal activities
AR, BRIR KRR E

ARER R EE L BRBRA ZAD TEEH

Indirectly held: (continued)

BERE (&)

A EEERRARAR The PRC RMB10,000,000 100% Investment holding, digital
(Hebei Champion Maxiumic cable television business,
Technologies Co., Ltd") general trading and

provision for technical
services and related
value-added services,
technology development
and technology consultant

AL EERRRARAT L AR 10,000,0007 100% RESR  BRBNER

% KRB 5 QR
iR RARREE (B AR -
U &
PNAEHEFREREERAR  ThePRC RMB10,000,000 100% Research, design,

(Huzhou Mingxin Micro-Electronic manufacturing and

Co., Ltd") trading of wireless digital
audio products and
related solutions and
services

AMATHEFREABREERR  F AK%10,000,0007 100% W - Ret HEREE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017 HEZZ—+F+-A=1T—HILFE
21. SUBSIDIARIES (continued) 21. B A= &)
A.  Particulars of the principal subsidiaries as at 31 December A FEWBRARRZ=ZZ—tF+=A
2017 are as follows (continued): =t+—RZFBETE)
Place of
incorporation/ Percentage of equity
registration Issued and interests attributable
Company name and operation paid-up capital to the Company Principal activities
Bl BRTR KA AE
ARER R EE L BRRE ZAD TEEH

Indirectly held: (continued)
BERE (&)

T RPEREREER AR The PRC RMB16,550,000 100% Wireless digital television
(Beiling Champion Maxiumic value-added services,

Technology Co., Ltd") general trading and
provision for technical

senvices and related
value-added services,
technology development
and technology consultant
R ERTR R AR AR hE AR 16,550,000 100% BRYNFREERE
—fRE F R
PR RABRR B AR -
UG

PRREREBRAA The PRC RMB50,000,000 51% Project investment,
(Zhong Kuang Jing Zi Investment investment management,
Co., Ltd") investment consulting and
sale and trading of
metal materials and
mineral products
PREREREBRAA i AR %50,000,0007 51% HARE REAER -
REFAARHER
BEESBMHREER
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For the year ended 31 December 2017

21.

158

SUBSIDIARIES (continued)

]z

R F+A=+—HIFE

21. BB A=) )

A.  Particulars of the principal subsidiaries as at 31 December

2017 are as follows (continued):

A EFEMBARR-_FT—tF+=-A
=t+—BZFHEWMT (&) :

Place of
incorporation/ Percentage of equity
registration Issued and interests attributable
Company name and operation paid-up capital to the Company Principal activities
SR, BRTR KNI HRE
NRAR afREE L BB ZEAN E £
Indirectly held: (continued)
BERE (£
ERERERRMARLRA The PRC RMBS5,000,000 100% Entrusted to conduct
(Beijing Yaao Boshi Technology processing of radio and
Limited®) television equipment
and communication
equipment; technology
development, transfer,
service, consulting and
training of technology
products; sale of
machinery equipment,
electrical appliance
equipment and
instruments & meters
FRERERRIAR A i AR5,000,0007 100% ZEMIEREARE
BERE  MRERD
RAFE - RhrEE -
BfinfRi - oA -
RS HERARE
BERf  BEER
JTI Securities Limited Hong Kong HK$24,500,000 100% Securities brokerage
business
PEEREFBRAA 20 24,500,000 100% BARGERET
% The English names are for identification only * B A BEEER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

21. SUBSIDIARIES (continued)

B.

The following table shows information of subsidiaries that

have non-controlling interests (“NCI”) material to the Group.

The summarised financial information represents amounts

before inter-company eliminations.

HE_Z—+F+-A=+—RHIFE

21. fiB AR &)

B. TRIGUAEMBEABESEE
PR AR A 2 ([ R AR AR S A 25 )
THBRREE « LR Y B A
BHE D R AT Y 258 -

Zhong Kuang Jing Zi

Name &8 Investment Co., Ltd.
FRERERERRAF
2017 2016
—E—+F A
Principal place of business FTEEEHMER
and country of incorporation R ST ER the PRC
2t
% of ownership interests IR RS
and voting rights held by NCI BB ZEkEkER
REREEEDL 49% 49%
HK$’000 HK$’000
THET TBT
At 31 December: s =J Ear—1g :
Non-current assets EMBNEE 43,226 43,420
Current assets MENEE 213,054 201,847
Current liabilities mENEE (227,898) (223,938)
Net assets BEFE 28,382 21,329
Accumulated NCI 2T AR AR R M 13,907 10,451
Year ended 31 December: BEL+=RA=1—HIEEE:
Revenue & - —
Loss for the year FAEE (1,487) (8,653)
Total comprehensive profit/(loss) FAREE=A (E8) 858
for the year 7,053 (7,545)
Profit/(loss) allocated to NCI AT IR IR R A
2R, () (729) (4,240)
Net cash used in operation KEEBFTRAIR & 558
activities (9,220) (726)
Net cash used in investing WEREFTAR S F5E
activities - =
Net cash generated from MEEBELR ST
financing activities - —
Net decrease in cash and RERREEEY
cash equivalents R (9,220) (726)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2017

21. SUBSIDIARIES (continued)

C. As at 31 December 2017, the bank and cash balances of
the Group’ subsidiaries in the PRC denominated in Renminbi
(“RMB") amounted to HK$8,300,000 (2016: HK$14,700,000).
Conversion of RMB into foreign currencies is subject to the

PRC’s Foreign Exchange Control Regulations.

22. OTHER ASSETS

BE-T—tF+-A=+—HILFE
21. B AR &)

C. RZE—+F+=ZHA=+—H 'K
EEFEMBRAGIAARET A
REDAEZRITRE A
#8,300,0007% L( =T — /N F -
14,700,000787T)  HBARKAIN
IR B ST R BN B HIEAR ©

22, HftE =

2017 2016

—E—+tF ZE—RF

HK$’000 HK$'000

FET T

Mainland security deposit A FERTF X 287 —
Hong Kong Securities Clearing Limited BERREEGR AR

— Compensation fund — BEEES 50 —
Hong Kong Securities Clearing Limited BAERREFGR AR

— Fidelity fund — ERES 50 —
Hong Kong Securities Clearing Limited BAERREFERAFA

— Admission fee — N5& 50 —

437 —
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

23. OTHER INVESTMENT

HE_Z—+F+-A=+—RHIFE

23. EftiRE

2017 2016
—E—tF —E—REF
HK$’000 HK$'000
FET FHIT
Non-current assets: EMEBEE ¢
Unlisted equity securities, at cost IEEMRAFES « KA 61,750 61,750

On 1 February 2016, the Group entered into a sale and purchase
agreement with World Dragon Enterprise Limited (“World Dragon”),
an independent third party, pursuant to which, World Dragon has
conditionally agreed to sell, and the Group has conditionally agreed
to acquire 9.5% shareholding interest of the entire issued share
capital of Million Fortune International Investment Limited (“Million
Fortune”) at a consideration of HK$61,750,000 (“Acquisition of
Million Fortune”). Million Fortune indirectly holds 90% equity interest
in FHBEEERRZFN(FS)ERAH (formerly known as &
EREELBR S5 OAEMRAF), a company incorporated in the
PRC which headquartered in Qingdao, Shandong Province, the
PRC and is primarily engaged in the provision of online platform
for trading and deferred spot delivery services of precious metals
mainly being silver and copper, and other associated services
including transaction settlement management, commodity delivery
management and related consulting services to customers
nationwide in the PRC. The Acquisition of Million Fortune was
completed on 19 February 2016.

Unlisted equity securities with carrying amount of HK$61,750,000
was carried at cost as they do not have a quoted market price in
an active market and whose fair value cannot be reliably measured.

RZZE—REZA—H A&EEHEFT
£ = J7 World Dragon Enterprise Limited
([World Dragon]) &1 i B & 1 & © &
Ift + World Dragon B & &4 R & &
A& BB A &4 FE U Milion Fortune
International Investment Limited ([ Million
Fortunel) 288 8 B1TARAH 9.5% AR #E -
K (B /561,750,000 7T ([Milion Fortune
YBE =18 ]) ° Million Fortune f# # 5
MEEEmXSZHRL(ES)ERAA (A
BARASEESEBRIPLRHDERA
A]) 2 90% Bk A #Ews - %A RA—RKNH
Bl AR - AR ELER
A5 FENSATEEBERNERREMAE
B (FZARKM)BEFHWE ETFERE
B HE HA ST AR 75 A B B At 4B A AR 75 (2243
RGHENER - FmRX N EIE R H
AR#5) ° Million Fortune i BIHE R =F
—NEZATNBZEK e

BRI 18 461,750,000 7T 2 3F E AR AR
BHIERABTYER - AAZEBFTE
SERTIGWRE N E AT ETE A St

= °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

HE_Z—+F+-A=+—HIFE

24. DEPOSITS FOR ACQUISITION OF NON- 24. WiBERBEE 2RSS
CURRENT ASSETS
2017 2016
—EZ—tHF ZE—RF
HK$’000 HK$’'000
FET FET
Deposits for acquisition of subsidiaries: WM B AR Z S
—Daging AORUI Bioenergy Co., Ltd — RERIGEYRERER AR
(note i) (B &ETD 18,000 18,000
—JTI Securities Limited (note ii) — EERBESERAT
(B E i) - 1,300
18,000 19,300

Notes:

On 1 December 2015, the Group has entered into a non-legally
binding memorandum of understanding (“MOU”) with Mr. Qu Yong
Bo (the “Vendor”) to purchase 100% equity interest in Daging
AORUI Bioenergy Co., Ltd, a company incorporated in the PRC,
at an intended consideration of RMB600,000,000. Pursuant to
the terms of the MOU, the Group had paid a refundable deposit
of HK$36,000,000 (equivalent to RMB30,000,000) in cash to the
vendor upon signing of the MOU. If the formal agreement has
been entered into between the Company and the vendor, the
deposit, without interest, shall be applied as partial payment of the
consideration for the possible acquisition in accordance with the
terms of the formal agreement.

As disclosed in the Company’s announcement dated 31 May
2016, after taking into consideration of, among other factors, the
preliminary results of the due diligence review, the directors decided
not to proceed with the possible acquisition and accordingly, the
Company served a written notification to the Vendor on 31 May
2016 informing the Vendor of its decision not to proceed with the
possible acquisition. Pursuant to the terms of the MOU, the Vendor
shall, within seven days from the date of the termination of the
MOU, refund the deposit to the Company. Interest on the deposit
shall accrue at the rate of 1.5% per month calculated on the actual
number of days elapsed from the date of termination of the MOU if
the Vendor is unable to refund the deposit in accordance with the
terms of the MOU within seven days from the date of the termination.
As at the date of this report, the Vendor has not yet refunded the
deposit to the Company.

Consider the recoverability of the deposit paid is remote, impairment
loss of HK$18,000,000 was recognised during the year ended 31
December 2016. Management has initiated legal action to recover
the remaining balance of HK$18,000,000.

Heng Xin China Holdings Limited Annual Report 2017

R-ZE—AFE+-F— B REEEMH
BREE(ER DI TEERLORT
ZRmEs((RRERE]) - BeR
18 & A R #600,000,000 7T LA Ug B8 — FS
AR B R AR 3L 2 2 B K BE R B A MRk
TRAERAEZ100% R AHEZ - RIBFR
FRES SR 2 &K - ANEEFRER R
B854 AR £ M1 & A 15 36,000,000
&7t (A& M AR % 30,000,000 7T) 2 AT
REZRS o MARRIBEE HFIMIER
i - BliRE (REHFLE) i RERIRIE
AR IGER A e B R 1E 2 SR
{g °

WARRRHAR - E—RFAA=+—
Bz REmMEE - ZEE (KR eiE) s
HEREEZNSER  EFRETE
TAIREM B IR - Bl - ARRIRZE
—ARERA=t+-HARESEHERS
- HERELERETETIREES
HZRE » REBFRBETEZGR - B
T AR LR S 8 B BT £ B AR
BRETARE - WEH RERERE
BB AR LB SR A ARE
RE - REM B ARBRE TSR Z
EWRBE - IRARA1.5%FHE - BERR
SHH - BEHRARERESTARA °

ZRIBMRE 2 I REIHERY - B
RBE-_T—A~"F+-_A=+—HLLHF
[E 752 18,000,000 7T 2 B EE1E - &
2 E B st B 88 T 454 18,000,000 7% 7T
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

24. DEPOSITS FOR ACQUISITION OF NON-
CURRENT ASSETS (continued)

Notes: (continued)

(i)

On 7 June 2016, the Group has entered into a sale and purchase
agreement to acquire 100% equity interest in JTI Securities Limited,
a company incorporated in Hong Kong which is principally engaged
in securities brokerage business and is a licensed corporation under
the Securities and Futures Ordinance to carry out Type 1 (dealing
in securities) regulated activities and is a China Connect Exchange
Participant and a Hong Kong Stock Exchange Participant. The
consideration for the acquisition will be determined with reference
to the net asset value of JTI Securities Limited as at the date as
specified in the sale and purchase agreement plus an agreed
premium of HK$13,000,000. Having regard to the net asset value of
the JTI Securities Limited as at 31 March 2016, it is expected that
the final consideration shall not exceed HK$25,000,000. Pursuant to
the terms of the sale and purchase agreement, the Group had paid
a refundable deposit of HK$1,300,000 in cash to the vendor upon
signing of the sale and purchase agreement.

The acquisition was completed on 23 March 2017 at a consideration
of HK$22,800,000.

HE_Z—+F+-A=+—RHIFE

24. IWEBIER

BEZE® W)

MisE : (%)

(i)

REZZF—AREANAERH  AEERIVE
Eng WE-—MREBEMKRZLZ
ARl ERKRESER AT Z100% K
A ZAREEREBFLELE
% B HBEEFRBEGKANRES
—H(BHERS)ZHRE T ZHEE
E - LARFPEERFHLEE BB
RETsEE - WEEBEZREB2ES
EEERESFERARBEEE HETE
HAMZEESFE  NMEBENEE
13,000,000 & TCEETE © &5 & BR
BHERDRAR-E—AR"F=A=1+—
AZEEFE SKRAEEHTSEE
25,000,000 7T © 1R1% B B 3k 155
AEBEREBEERERAB XN
AlRIEIR S £ 1,300,000/ 7T ©

WEEBEER -_TE—+tF=A=1+=H
2R B A 22,800,000/ 7T °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

25. TRADE RECEIVABLES

HE_Z—+F+-A=+—HIFE

25. FEURBRRX

2017 2016
—ZE—tHF ZE—RF
HK$’000 HK$'000
FBx FHET
Trade receivables JE Y BR TN 394,457 337,130
Less: allowance for doubtful debts B REREE (319,047) (301,229)
75,410 35,901
The settlement terms of accounts receivable attributable to dealing B B % 2 i 2= A A FE U BR SR 45 E ARRR

in securities are one or two days after trade date, and those of ARS5B%—SME  BETHEmMES

accounts receivable attributable to dealing in futures are one day
after the trade date. All accounts receivable from cash clients are
not past due at the reporting dates for which the management
believes that no impairment allowance is necessary in respect of
these balances as there has not been a significant change in credit
quality and the balances are considered fully recoverable.

Accounts receivable from clearing houses, brokers, dealers and
corporate finance clients are current.

The Group’s trading terms with other customers are mainly on
credit. The credit terms generally range from 30 to 180 days.

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

MRURFEERRARZAE—H - R
BERH - BUCRE TP EFIE RKERR
BREH - EEERR  ARERERY
BEABYE  MESRKR/AZEK
B - BEFLASFESRIELRERE -

FEUAERFT - BIEA - BHBAREERE

B P RUSR R RBN TR -

AEBEEMBEFZEZGEFAEER
F - EEH-RAR=TBZE—EANTH-

FE U BR R 3 22 B HRAS IR BB 15 2 BRI
DATIR

2017 2016

—E—tF —E—RF

HK$’000 HK$’000

FE T FAT

0 to 90 days =EN+H 39,081 820
91 days to 180 days Nar—EBZEZ—Eg/N\TrE - -
181 days to 365 days —BNAtT—BEZE=B//THH 617 =
Over 1 year =%\ e 35,712 35,081
75,410 35,901

Heng Xin China Holdings Limited Annual Report 2017



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017 HEZZ—+F+-A=1T—HILFE
= =
25. TRADE RECEIVABLES (continued) 25. FEURBRFR (#)
Reconciliation of allowance for trade receivables: FEUS AR R4 2 H0R -
2017 2016
—E—+F —E—RF
HK$’000 HK$'000
FBx FBT
At 1 January ®R—HA—H 301,229 315,324
Allowance for the year FEEE - 692
Reversal of provision B AR (550) T
Exchange differences N = 18,368 (14,787)
319,047 301,229
The aging of trade receivables which are past due but not impaired BB ARORE 2 MR KRB A TS -

are as follows:

2017 2016

—B—tF ZE—RF

HK$’000 HK$’'000

FERT FET

Over 1 year overdue BE—F LAk 35,712 35,081

Receivables that were past due but not impaired related to a BHEMEN R RE 2 R EEAEE TS

number of independent customers that have a good track record REFR GRSk %R BIEFER - B

maintained with the Group. Based on past experience, the BEES  ARFEFRRBERZELE

directors of the Company are of the opinion that no provision for BIELRERE  BRERFPZEEER

impairment is necessary in respect of these balances as there has WmEREE - MERMMKAWRBAIAE

not been a significant change in credit quality and the balances UG - AEBSERZSEHITEEM
are still considered fully recoverable. The Group does not hold any E ok Atk S EEEE ©

collateral or other credit enhancements over these balances.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2017

26. PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

HE_Z—+F+-A=+—HIFE

26. FAYRIE » HE K HAEW

FRIE

2017 2016

—EB—tF —E—RE

HK$’000 HK$’'000

FHER FAET

Advance to suppliers [ (L JE P B 3K - 838
Other deposits H it g 2,356 1,271
Other receivables H At fEUGRIR 776 951
Prepayments TR RUR 1,915 =
5,047 3,060

27. BANK BALANCES AND CASH — HELD
ON BEHALF OF CUSTOMERS

The Group maintains segregated trust accounts with licensed
banks to hold clients’ monies arising from its normal course of
business. The Group has classified the clients’ monies as bank
trust account balances under the current assets section of the
consolidated statement of financial position and recognised the
corresponding accounts payable to respective clients on the
ground that it is liable for any loss or misappropriation of the client’s
monies. The Group is not permitted to use the clients’ monies to
settle its own obligations.

28. BANK BALANCES AND CASH —

27. %ﬁ%ﬁ%&iﬁﬁ—ﬁ%ﬂﬁ%

AREBRFERITFARBIUETLRS @ A
FHRE—REFERETELNTFFIA
AEEEREFFAD EREE MBI
RMBBEERND A FTHIRTTEREFE
g7 WEHEMBERIBAETFHERR
R T HERRIE S 5 T AR R = P BV AR e B
F - ARBINSERTPRRBEER S
8% -

28. RITAEGNRIRE —

GENERAL ACCOUNTS —RERF
2017 2016
—E—tHF ZE—RF
HK$’000 HK$’000
FH&T T
Bank balances and cash — RITHEBREIRE —
general accounts —fRERP 39,365 84,411

Heng Xin China Holdings Limited Annual Report 2017



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR

For the year ended 31 December 2017 BE—ZT—+tF+-A=+—HILFE
29. TRADE PAYABLES 29. FEfTERFX
The aging analysis of trade payables, based on the date of receipt JE T BR SRIRINER & o B Bl 2 BR iR 2 AT 10
of goods, is as follows: 5 8
2017 2016
—E—+tF ZE—RF
HK$’000 HK$’000
FET FAT
0 to 30 days HE =+ 206,888 3,213
31 days to 60 days =qr—EZ=/;RTE - 1,383
61 days to 90 days N2 ENAFE - 58
Over 90 days A B A E 24,362 16,894
231,250 21,548
30. OTHER PAYABLES AND ACCRUALS 30. HttENFIER EFTEH
2017 201 6 7]
ZB— L 253 )
HK$’000

TRT

Accrued salaries, wages EstES - TERER
and benefits /s
Other payables and accruals H A e RIE R et B R

2017 EEH ﬁm;@zﬁﬁmaéjx\ \
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2017

31. RECEIPTS IN ADVANCE

HE_Z—+F+-A=+—HIFE

31. FEUREBRFX

2017 2016
—E—+tF AN
HK$’000 HK$’000
FBT FBT
Other receipts in advance H B U BR TR
— current portion — BNEAES 3,355 8,684
32. SHORT TERM LOANS 32. FHHIERK
2017 2016
—E—+tF —E—RF
HK$’000 HK$'000
FET FBT
Interest-bearing other loans FTEEAMER - 3,371

The interest rates at 31 December 2017 were 24% per annum
(2016: 24% per annum).

As at 31 December 2016, all the short term loans and related
interests were overdue due to a temporary shortage of funds. The
directors consider that such matter would not have any material
impact on the consolidated financial statements. No provision has
therefore been made.

According to the loan agreements, the Group and the lender
agreed to pledge property, plant and equipment amounted to
HK$8,341,000 as at 31 December 2016 for overdue short term
loans amounted to HK$3,371,000. The loans were settled during
the year ended 31 December 2017.

Heng Xin China Holdings Limited Annual Report 2017

R-ZE—+F+A=+—BZMNXRE
F24% (ZF—RF : §F24%) -

RZE-—RE+ZA=+—H FEEH
ERRERANEEEH - RN E TR
RRERAE - EFRRBRFETSHR
BMBMRELEMEATE - HLEL
TR -

BEERGE  ASERERAREL
R_TE—RNE+_A=+—HB&EA
8,341,000 BT 2% - BKERZEIER
© 853,371,000 T 2 B R EBERZ
B REE_T—+F+=-_A=1+—H
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2017
33. DEFERRED TAX ASSETS/LIABILITIES

The following are the major deferred tax assets recognised by the

BE-T—LFI-A=+—BLES
33 EEMIEEE BE

REBERRAZ TRRTERBEEWT -

Group.

Temporary difference Tax losses Total

ERER HIEAFA st
2017 2016 2017 2016 2017 2016
ZR-tF  CETAF ZRF CEPAF CRtF CE A
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TEL TAL THEx THx FEL
At 1 January ®—A—H - - - - - -
Acquisition of a subsidiary WEE—RHELR 67 = 639 = 706 =
Charge to profit and loss BERTNR - = (639) - (639) =
At 31 December M=A=+-H 67 - - - 67 -

The following are the major deferred tax liabilities recognised by the

AEEERZ T REERAAENT

Group.
Fair value adjustments arising
from acquisition of a subsidiary
WiE—EMEAREEN AT ERARE
2017 2016
—E—+F —E—RF
HK$’000 HK$’000
FET FAT
At 1 January N5 —[E 1,768 7,111
Deconsolidation of a subsidiary BUBsRE ARR—FEREB A A - (1,222)
Charge to profit and loss EREEREES (1,768) (4,121)
At 31 December =R Er—E - 1,768

At the end of the reporting period the Group has unused tax
losses of HK$207,474,000 (2016: HK$201,730,000) available
for offsetting against future profits. No deferred tax asset has
been recognised in respect of the unused tax losses due to the
unpredictability of future profit streams.

Temporary differences arising in connection with interests in
subsidiaries and associates are insignificant.

RIREHR - AEE A ALK B R EF
2 A ERFIEEIE /207,474,000 (=
T — 754 1 201,730,000 7T ) © B Sk
IATERIARRAFIEE - B A S B &3t
REARIEGIEERECHIBEE

oINS b NI B S
EBEMTRE -

2
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2017

HE_Z—+F+-A=+—HIFE

34. SHARE CAPITAL 34. fg7s
Number of shares
RGEA
2017 2016 2017 2016
“E—tF —TEF —B-tF —T"EF
’000 ‘000 HK$’000 HK$'000
Tk Fhx TERT THT
Authorised: EE
Ordinary shares of FRMEE.01BT
HK$0.01 each 2Lk 10,000,000 10,000,000 100,000 100,000
Issued and fully paid: EETREZE :
Ordinary shares of BREE0.018T
HK$0.01 each ZEBR
At 1 January R—H—H 8,304,538 5,260,190 83,045 52,602
Issue of shares upon  ERIH REEMEEST
share subscription Z iR - 1,740,000 - 17,400
Conversion of HBARRIES
convertible bonds - 1,304,348 - 13,043
At 31 December NP AE T 8,304,538 8,304,538 83,045 83,045

The Group manages its capital to ensure that entities in the Group
will be able to continue as a going concern while maximising the
return to stakeholders through the optimisation of the debt and
equity balance. The Group’s overall strategy remains unchanged
from prior year.

The capital structure of the Group consists of debt, which includes
short-term loans and equity attributable to equity holders of the
Company, comprising issued share capital and reserves.

The management of the Group reviews the capital structure on a
continuous basis taking into account the cost of capital and the
risk associated with the capital. The Group will balance its overall
capital structure through new share issues, repurchase of shares
and the issue of new debt or the redemption of the existing debt.

Heng Xin China Holdings Limited Annual Report 2017

AEEEREES  ARRAEENNE
BISELALBEEEHARE - RN
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HEFREAER - AEE EBEHE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017 HEZZ—+F+-A=1T—HILFE

35. STATEMENT OF FINANCIAL POSITION 35. AN B BRI 3R
OF THE COMPANY

2017 2016
—E—tF —E—RF
HK$’000 HK$’000
FHT T
NON-CURRENT ASSETS FEREBEE
Property, plant and equipment ) ER =Y e 356 606
Investments in subsidiaries KRB AR ZKE 1,000 1,000
Deposits for acquisition of WHEIERB B E 2 T d
non-current assets 18,000 19,300
19,356 20,906
CURRENT ASSETS MENEE
Prepayments, deposits and TEIE - ek
other receivables H tib e W I8 3,111 2,079
Amounts due from subsidiaries R ENGIE S ] 299,914 282,667
Cash and cash equivalents ReRREEEY 9,765 68,723
312,790 353,469
CURRENT LIABILITIES nEEE
Other payables and accruals Hib et sE ke & R 3,830 1,246
3,830 1,246
Net current assets REEEFE 308,960 352,223
NET ASSETS BEERE 328,316 373,129
EQUITY =
Share capital &N 83,045 83,045
Reserves G 245,271 290,084
TOTAL EQUITY FERAZE 328,316 373,129
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2017

HE_Z—+F+-A=+—HIFE

36. RESERVES 36. i
(a) Group (a) &5
The amounts of the Group’s reserves and movements REBZFERBHESENGEE
therein are presented in the consolidated statement of profit m M EMEERARRGEERE
or loss and other comprehensive income and consolidated BRPE5 -
statement of changes in equity.
(b) Company (b) &4 A
Share
Share option Accumulated
premium reserve losses Total
RIEE BRERE Exty 5 et
HK$'000 HK$'000 HK$'000 HK$'000
TR THT THI TR
At 1 January 2016 R-B—~5—A-H 1,667,276 4236 (1,657,543) 13,969
Total comprehensive loss FNEAEBEEE
for the year — - (57,969) (57,969
Issue of new shares BITHR G 182,700 - - 182,700
Issue of shares upon conversion FeEamaRESmET
of convertible bonds 2B 151,384 - — 151,384
Share options lapsed during the year R K2 BB - (4,236) 4,236 =
At 31 December 2016 RZE—AET-A=t—-BK
and 1 January 2017 —E—+5—F-F 2,001,360 —  (,711,276) 290,084
Total comprehensive loss FNZEBELEE
for the year - - (44,813) (44,813)
At 31 December 2017 RZZ—t&+=-A=+—H 2,001,360 —  (1,756,089) 245,271

(c) Nature and purpose of reserves

(i) Share premium

The application of the share premium is governed by
the Company’s Bye-Law and the Companies Act 1981

of Bermuda (as amendedl).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

36. RESERVES (continued)

(c) Nature and purpose of reserves (continued)

(i)

(iii)

(iv)

(v)

Capital reserve

The capital reserve comprises the difference between
the additional registered capital invested by a former
non-controlling shareholder of a subsidiary, over the
fair value of the intangible assets injected by the former
non-controlling shareholder.

Foreign currency translation reserve

The foreign currency translation reserve comprises all
foreign exchange differences arising from the translation
of the financial statements of foreign operations.

Share option reserve

The share option reserve comprises the fair value of
the actual or estimated number of unexercised share
options granted to directors, employees and advisors
of the Company recognised in accordance with the
accounting policy adopted for share-based payments
in note 3.

Other reserve

During the year ended 30 June 2011, the Group
acquired additional interests in Beijing Jingiao Hengtai
Technology Co., Ltd and Shenzhen Zhongzesaien
Technology Co., Ltd. As a result of the acquisitions,
the difference of HK$79,992,000 between the
consideration paid of HK$115,194,000 and the amount
of non-controlling interests adjusted of HK$35,202,000
was directly recognised in equity.

HE_Z—+F+-A=+—RHIFE

36. @)

(c) BEMERFGZE =)

(i)

(iii)

(iv)

(v)

2017 FF3R

B

EXFReE—RNBARZ
— BRI A Z BN
A E AR H 7% A S FAE AR
REIABVEEZAVHEZE
B o

SR B

SN E R BRI E BINE
BB MAR AR5

BREREE

BRERFEEERENEIAR
FAAR D RER KA RAE
AHRERZETARAE
= - RERER BB EE
RITERBEAERE 2 R FE

Hitofw e

HE_T——FA=1THL
FE - AEBDKRBILRESE
BREEERA R LRI E
EERBARARZEINE
o XREWBEEIVE
28 115,194,0005% 7T B2
A EE SR PR R IR R A A5 SR IE
35,202,000/ L Z M 2 =58
79,992,000 7 7T T3 B 25
HEER -

ESHEZERERAR
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On 7 June 2016, the Group has entered into a sale and purchase
agreement to acquire 100% equity interest in JTI Securities
Limited, a company incorporated in Hong Kong which is principally
engaged in securities brokerage business and is a licensed
corporation under the Securities and Futures Ordinance to carry
out Type 1 (dealing in securities) regulated activities and is a China
Connect Exchange Participant and a Hong Kong Stock Exchange
Participant. The consideration for the acquisition will be determined
with reference to the net asset value of JTI Securities Limited
as at the date as specified in the sale and purchase agreement
plus an agreed premium of HK$13,000,000 (“Premium”). Having
regard to the net asset value of the JTI Securities Limited as at 31
March 2016, it is expected that the final consideration shall not
exceed HK$25,000,000, Pursuant to the terms of the sale and
purchase agreement, the Group had paid a refundable deposit of
HK$1,300,000 in cash to the vendor upon signing of the sale and
purchase agreement.

The acquisition was completed on 23 March 2017. The final
consideration at completion was approximately HK$22,800,000.

Heng Xin China Holdings Limited Annual Report 2017

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

37. ACQUISITION OF A SUBSIDIARY

HE_Z—+F+-A=+—HIFE

37. B — RSB A E]

R-Z—RNEXNALR AEETVEE
i - WE—AREEEMKIzA8E
BB EA AR AR Z100% B A#ES °
%xﬁﬁ?{%?ﬁé%?é%%@%ﬂ%ﬁ% ’ 7,%_FE%E
BEFMAERAIREE B (BHFRS)
RHREEB 2 HEER  URTFEBRRS
FT2mE RBEBHRI2EE - KIEEE
ZREELELERBRESARAREE
BEWMEMEREHEEFE L
7E #0358 13,000,000 7 ([ 1B | ETE -
KERSFERILFAERATNN-ZE—AX
FZA=T—RAZEEFE  RERERE
HA RN & #8348 25,000,000/8 ¢ - RIBEE
BRIER  AEBERSREEEHHEER
B SR ER $ £ 1,300,000/ 7T °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e PR R M

For the year ended 31 December 2017

37. ACQU|S|T|ON OF A SUBS|D|ARY (continued)

The fair value of the identifiable assets and liabilities of JTI Securities
Limited acquired as at its date of acquisition is as follows:

BE-F—tF+-A=+—ALLFE
37. WiE— BB AR =

PR 2 @ BRI EHF B RN R Al 91
BENBENREKBERZ AFERT

HK$’000
Net assets acquired: g 2 EEFE - FET
Properties, plant and equipment e =N 25
Securities deposits for financial services business & REARTE TS < 5 HF 1L % 420
Deferred tax asset BETIRE = 706
Intangible assets EVEE 6,114
Trade receivables JE U BR TR 3,737
Prepayments, deposits and other receivables TERRIR « e RHAEWEIE 332
Bank balances and cash RITHEBR RIS
— held on behalf of customers — REF#EHE 3,759

Bank balances and cash — general accounts BITEBERE — —REP 6,534
Trade payable FE{SBREX (4,920)
Other creditors and accruals E fth e 5RIA R T & (363)
Net assets acquired FriiiE 2 EEF1E 16,344
Goodwill 5k 6,456

22,800
Satisfied by: AR
Cash consideration HeRE 22,800
Net cash outflow arising on acquisition: WHEL 2 Re R FE -
Cash consideration paid BENBEERE 22,800
Deposit paid [EANE&n (1,300)
Cash and cash equivalents acquired FriiE 2R e KRS EEY (6,534)

14,966
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The fair value of the trade and other receivables acquired is
HK$4,069,000. The gross amount due under the contracts is
HK$4,069,000. None of these receivables have been impaired and
it is expected that the full contractual amounts can be collected.

The goodwill arising on the acquisition of JTI Securities Limited is
attributable to the anticipated profitability of the distribution of the
Group’s products in the new markets and the anticipated future
operating synergies from the combination.

Since the acquisition, JTI Securities Limited contributed
approximately HK$9,135,000 and HK$4,256,000 to the Group’s
revenue and profit for the year respectively for the period between
the date of acquisition and the end of the reporting period.

If the acquisition had been completed on 1 January 2017, total
Group revenue for the year would have been HK$21,435,000, and
loss for the year would have been HK$55,429,000. The proforma
information is for illustrative purposes only and is not necessarily
an indication of the revenue and results of operations of the Group
that actually would have been achieved had the acquisition been
completed on 1 January 2017, nor is intended to be a projection of
future results.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

37. ACQU|S|T|ON OF A SUBS|D|ARY (continued)

HE_Z—+F+-A=+—HIFE

37. WEE—FEME AR @)

FT Ui 2 FE U BR 5% I EL i FE WK IE 2 A
{8/44,069,000/8 7T © IRIBEA DB 22
854,069,000 T © 5% 5 WK IE B 4
HIRRE - BHEPELNSTE T T LA
@ o

WEEEBRRESBERARELZAET
BRREFM S HAKE 2 Eam 2 B5T
BMEEN LB AHENRREL 2 L&
15 [RIZRE

BUEELLZR - @ BBIRES AR A ANK
BRHHREREHRARAI R ALAER
F U Kom A E B 499,135,000 8 7T &
4,256,00078 7T °

HWREEEER _E—+tF—HA—H
ERC AIAEB2FRREBER
#%21,435,000/8 70 - ME A BB E R
55,429,000/ 7T - 5 E A RHE M A A
% ANKRRMBBEEHEER=ZZ—tF
— A —HBEREAREEER A REERE 2K
RIS EEE - NI ETRRIARIREELRR -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR

For the year ended 31 December 2017 BE—ZT—+tF+-A=+—HILFE

38. NOTE TO THE CONSOLIDATED 38. rEHESRERMT
STATEMENT OF CASH FLOWS

Changes in liabilities arising from financing HBEZTEELEEZEE

activities
The following table shows the Group’s changes in liabilities arising TRINTFAAEBEREZHEEZE
from financing activities during the year: B2
Short-term loans and
total liabilities from
financing activities
EHERR
REEEELE
ARtk
HK$'000
FAT
At 31 December 2016 RIF & == ‘
and 1 January 2017 P B S RS g,// '" ' s
Changes in cash flows RemEEE) / //////l/ /’//M )
At 31 December 2017 R-—B—+F+—A=+—~ %

4 )
LA
U
A LA
SRR
\‘\‘\\‘;“s
O

)

V¥

Y
OO

ARV,



178

Litigations involved with a subsidiary
operates in the digital cable television
business

Beijing Yaao Boshi Technology Limited (“Beijing Yaao), an indirect
wholly-owned subsidiary of the Group, had co-operated with local
television stations of Xinji, Dongguang and Qing County in Hebei
province to develop the cable television network that covers the
three counties.

During the year, Beijing Yaao has disputes on the apportionment
of revenue with the Xinji Local Television Station and starting
from September 2017, the Xinji Local Television Station no longer
provide the cable television network to Beijing Yaao. In addition,
starting from March 2017, the Dongguang Local Television Station
has taken over the operation in the Dongguang area. Beijing Yaao
can no longer operate the business in Xinji and Dongguang areas
since then.

In December 2017, Xinji Local Television Station has initiated
civil action against Beijing Yaao for outstanding apportionment
of revenue of approximately RMB2,957,000 (equivalent to
approximately HK$3,563,000). According to a civil judgment
issued by the Hebei Province Xinji City Civil Court on 29 January
2018, Beijing Yaao is liable to pay Xinji Local Television Station
approximately RMB2,867,000 (equivalent to approximately
HK$3,454,000) for apportionment of revenue. On 5 February 2018,
Beijing Yaao has filed an appeal to the Hebei Province Shijiazhuang
Intermediate People’s Court.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

39. CONTINGENT LIABILITIES

HE_Z—+F+-A=+—HIFE

39. KAREE

BR—HEEFREANEHE
2 I8 2 B 2 Ak ah

AEEZFAEZEMBARILRIERER
BMARARN([HERER ) A b 5K
F RABENEEENERSETEE
NBREE Ll =F 2 BREGEM

FA - EREREFEEZAMELR & (Xinji
Local Television Station) 22 & 5t U 5 5 Ak
GESW HE_Z—+ENAR  ¥&
FZAMER S TBRIERIRIRHEERE
BBEK - I BT+ FE= A
R O% B K H E 4R & (Dongguang Local
Television Station) B 7 # By S il [ ) &
o Bt ERREABRFEEZERRK
R [ AT BT o

R_ZT—tF+_F FEZAWHE
BAREAMBZREZDIKHARE
2,957,000 7T ( 8 % 7 %9 3,563,0007% 7T )
A RERIRRR R EFD - BIBAILAEFE
EMRELAEN-_Z—N\F—A=-t+hA
BHREBHRE  LRTERARKES
DRAFEZEAMEREIMFOARE
2,867,000 7T (17 493,454,0007 7T) °
RZZ—N\E-FHAB ' Lt RIRE A
EEERETHRARETIRL LFF o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

39. CONTINGENT LIABILITIES (continued)

HE_Z—+F+-A=+—RHIFE

39. AREE w)

Litigations involved with a subsidiary
operates in the digital cable television
business (continued)

In September 2017, a supplier of Beijing Yaao has filed claim to the
Beijing Arbitration Commission, demanding for outstanding trade
payables and overdue penalty of approximately RMB6,159,000
(equivalent to approximately HK$7,420,000). As a result of
the claim, the bank balances of Beijing Yaao of approximately
RMB13,000 (equivalent to approximately HK$16,000) was frozen
by a court in Beijing. According to the verdict issued by the Beijing
Arbitration Commission in January 2018, Beijing Yaao is liable to
pay approximately RMB 5,786,000 (equivalent to approximately
HK$6,971,000) to the supplier. Beijing Yaao had filed an application
to the court on 5 February 2018 for cancellation of the verdict.

The directors of the Company consider the above legal cases
would not have material impact on the consolidated financial
statements.

FR—GREFTRENERFE
b ed o) AT e )

RZZ—+tFNA @ Ik RERZEERR
IRAHEESREBR - ERESI W
AEMZEANERRBHESHOARKE
6,159,000 7T (FBZ5 1A 4J7,420,000/87T) °
HARZERE @ ERERZRITEBRDA
R # 13,0007t (855 43 16,000% 7T) T3
WL R —FEPURE - BB RAHES
ERT—\F—AELHZEE - tRE
RAMZ M FER 4 A R 5,786,000
JL(FBE R #6,971,000/87T) ° b R
ER=ZE—N\F-ARAMEERIETE
7B HEREEREEE -

ARREER R LAREB TS LHEEY
BHRRELEMNEATE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017 HEZZ—+F+-A=1t—HILFE
40. CAPITAL COMMITMENTS 40. EANAEIE
The Group’s capital commitments at the end of the reporting period PSR - REBEERASENT -

are as follows:

2017 2016
—E—tF AN S
HK$’000 HK$'000
FER FHT
Capital expenditure contracted but not AT EIEZEEBERR
provided for in the consolidated GRE TSR R A
financial statements in respect of: ZERAX
— acquisition of subsidiary — IREEFT B A A - 21,500
41. LEASE COMMITMENTS 41, L HEPE
As lessee ERAEN
At 31 December 2017 the total future minimum lease payments R-ZE—+F+_A=+—H KEEIR
under non-cancellable operating leases are payable as follows: BT REHG S AL RN 2 RRR(EES
BRI
2017 2016
—E—+tF ZE—RF
HK$’000 HK$'000
FBx FHIT
Within one year —FR 3,841 3,643
In the second to fifth years, inclusive E_FEFHE
(BEEMFBREEAN) 1,091 3,624
4,932 7,267
Operating lease payments represent rentals payable by the Group KERNNTEASEEN 2 ETHAE
for its offices and staff quarters. Leases are negotiated for terms MERBETAEE - HEAEERRI N A—
ranging from one to two years (2016: one to two years) and rentals FERF(ZZE—RF: —FE=EMF) ' M
are fixed over the lease terms and do not include contingent HEPHESEE @ TeExEHES -
rentals.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017 HEZZ—+F+-A=1T—HILFE
41. LEASE COMMITMENTS (continued) 1. FHAEE @)
As lessor ERB LA
The Group leases out certain of its transmission and other network IRER B AR HUE T {E g R H A A R o
equipment. At the end of reporting period, the future minimum lease E/\\*if%ﬁﬁi - ARIBATREHAE A R R
payments under non-cancellable leases are receivables as follows: REBEBSIT -
2017 2016
— Bt —E-REF
HK$’000 HK$'000
FET FAT
Within one year —FR - 111
In the second to fifth years, inclusive B T EEE B
(EEMFBREEAN) - 120
- 231
Operating lease income represent rentals receivables by the Group BT ATE AR SR BRI 2 (F 5 & 4%
for its transmission and network equipment. Leases are negotiated FiEHE o MECERILA=E - M
for terms of three years and rentals are fixed over the lease terms HEBEAeEE  TeEalE -
and do not include contingent rentals.
42. RELATED PARTY TRANSACTIONS 42. BEAETRS
Key management compensation TEEBANEZHFHH
2017 2016
—E—tF —E—RF
HK$’000 HK$'000
FET FHIT
Short term employee benefits 2 e B2 A 7,106 8,478
Post-employment benefits BIREER
— defined contribution plans — AEHFKETE 41 58
7,147 8,536
Further details of directors’ emoluments are included in note 13 to EAEENe 2 E— PRI GRE IS
the consolidated financial statements. HRARMEE13 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR R M

For the year ended 31 December 2017

43. APPROVAL OF FINANCIAL STATEMENTS 43. Bi kRt /&

HE_Z—+F+-A=+—HIFE

These consolidated financial statements were approved and eV BmERN _E—\F=HA=+=H
authorised for issue by the Board of Directors on 23 March 2018. KEESHERRETE -
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SUMMARY OF FINANCIAL INFORMATION

MBEREE

A summary of the results and assets and liabilities of the Group for each

AEED AR BRESHEZ FENREER

of the five financial periods is as follows: BEHRENT :
RESULTS &
Period from
1 July
2013 to Year ended Year ended Year ended Year ended
31 December 31 December 31 December 31 December 31 December
2013 2014 2015 2016 2017
—E-=F
+A—B% Bz S Y BZE
=% —E-|E —E-A1F ZE-REF bt o3
T=k +=H T=E =k =5
= =+—H =—E S lE ShistH]
HARS HFE FFE HEE JI:3:5
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
SO THT THAL THT THER
CONTINUING OPERATIONS (Restated) (Restated) (Restated)
FECEER (&) (&= =31)) (&5751)
Revenue e 227,539 47,338 34,679 81,218 20,247
Loss before taxation BREtAIE R (1,013,928) (640,227 (313,964) (108,978) (55,171)
Income tax expense/(credi) PSS/ (%) (16,698) (400) 1,391 59,551 967
Loss for the period/year from REBECEER L
continuing operations 8/ FNER (1,030,626) (640,627 (312,573) (49,427 (54,204)
DISCONTINUED OPERATIONS A& I-#E&#i%
Loss for the period/year from REREREEK L
discontinued operations 8/ FNER (10,933) (132,348) (148,286) (8,653) (1,487)
Loss for the period/year 8/ ERER (1,041,559) (772,975) (460,859) (58,080) (55,691)
Attributed to: &l
Owners of the Company ALRaER A (1,039,559) (768,322) (452,004) (53,840) (54,962)
Non-controlling interests JEEIR R R A (2,000) (4,659) (8,765) (4,240) (729)
(1,041,559) (772,975) (460,859) (58,080) (55,691)
Basic loss per share SREAEE
(HK cents) (A1) (32.15) (22.33) (10.17) (0.70) (0.66)
Diluted loss per share BREEEE
(HK cents) (&1L) (32.15) (22.33) (10.17) (0.70) (0.66)
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SUMMARY OF FINANCIAL INFORMATION

MBEREE

ASSETS AND LIABILITIES EERERE
As at As at As at As at As at
31 December 31 December 31 December 31 December 31 December
2013 2014 2015 2016 2017
RZZE—=F RZIZ-MEFE RIT-HE RIZ—FF RIE-+tF
+=A +=A +=A +=A +=A
=+-H =ft—H =f+—H =+-H Sr="[
HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
T THT TR THT Tix
Non-current assets A E 564,847 242,862 159,646 109,500 92,823
Current assets MEEE 1,182,368 689,166 308,948 123,372 291,549
Disposal group classified as PEARELEZ
held for sale HESE 171,678 = 254,362 245,268 256,280
Current liabilties mEaE (705,992) (497,881) (467,893) (55,328) (264,317)
Liabilties directly associated with HESE
the disposal group ERREEZAR - - (64,246) (43,650) (47,393)
Non-current liabilities FEnBAaE (76,098) (76,4006) (63,748) (1,768) -
Net assets BEFE 1,136,803 357,741 127,069 377,394 328,942
Equity attributable to owners AREHEEA
of the Company [EfE R 1,111,111 336,702 67,382 366,943 315,035
Non-controlling interests JEERR R R 25,692 21,039 59,687 10,451 13,907
Total equity BEmEE 1,136,803 357,741 127,069 377,394 328,942
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PR R L

1.

Pl B

BE T AT+ AT —HIEFEZEAABEGERPEIEIUEL A AR
— ] BN RS 51%RE 45 2 B E 2 7 v e s A R R A PR A F] (M1
PO 3 ]) 2 1 49 65,403,000 15 00 o AP NI 4 R A SR RS > S RAMME
W EEERGE A FNE—H — B R T A s IR o tbs)
A SR T 71 - STRME MBUESE B AIRZ M E A 7l 2 S KA
GHE o I > BRIPRBEGHEE T AFE+ A=1+—HILFEEBHEEEA
HERZ I 2 7 2 548 4 65,403,000 7T T3 B /AT HL 251 o

g3 8 R 1 A A 2 A I B B L

FAM G AR R BT o0 &8 2 T IREE > (HIRME M B AR E & 2 B
Tz Bl 2 A BE A 0 2 BRI 49256,280,000 45 7T (& —/N4F 1 245,268,0004 70
K #147,393,000 #5 70 (T F—/N4FE 1 43,650,000 % 70) o FRAM I 4 A A] T 7 4R
A NIWREFEERET » DAMEIRAME 4 S5 3 E R S B R &5 S B IR L R A F
i 2231 o

W B e B 4

ARG M i R M sE24 il - B L O S B JE B & E A R e
36,000,000 # 7T > H 118,000,000 # o0 2 W EE B E R E —F—NFE+ A
=t —HILFERERD o FAM M AR BREUS FAA H  FTAL IR RN RS
TR N H T IR E R W E R IR R SO RN
F—LAE+ZH =1 — BB IE R E) & A 2 R4 18,000,000 #5762 AT U [H]
PE o A A 0] T ERAN 2 S NIWEFZRE)Y - U ERE —F— A F 1+
A=A — H AR AR 2 3 (E RS 15 18,000,000 #E T K it — & —NAER —F—L
Tt H =+ —H 28 P2 4568 18,000,000 i 0 /& 745 B AT HL 251 -

HAth &
FeAM 1 R IR T 5 i 2 A ISR - S IRME IR —F N R & AR

+ A=+ —H 2 HAHEE 61,750,000 ¥ 7T 2 WAE HIGL o FoAm i 4 HoAth 7] 5 ¢
WA NI BT > DL 8 w% K H 2 AT E 5 ST A& I i 3E -
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T RITE ) ~ F b 5E 4 KR 2B 5 KM AL T 1T 8 a1 g * 554 K R
1764 A -

L) BTG GEM L TR T T > B2 PG B 2 ml i &) 5 B
B2 1) BARIIE ] R ) R I 2 i BAT o A F A E il — U G PEE 1% - s
TR R P - 52885 Pr il BRI 75 3 207 [ 75 B Y Sty > IRk B B
S H AL (E T H I > JE LA AR 287 BRI (AT Bl e 2 ikt 2 o

KL TS H A 71 a7 D — 21 K # i GEM #5255 www.hkgem.com Z [ 52 #f 4
A o7 ) — H AL R A2 m] 8 55 www. hengxinchina.com.hk °



