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inancial and Operating Highlights
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Results E

Revenue A

Profit attributable to RAREB A
owners of the Company FEMR R T

Basic earnings per share (HK cents) &RXEAEF| GEAl)
Interim and proposed final dividends  FHA & 72 3% K HA

per share (HK cents) SFREAZ S (B

Financial Position BRI

Net current assets BB EFE

Total interest-bearing bank loans FFESRITENRBEE

Key Financial Ratios FEHKLLE

Gross profit ratio EF

Net profit ratio DEFNIES

Return on equity [ ENEIE e

Current ratio VIS

Gearing ratio” BEAMGBHEEO

Operating Statistics EEHE

Throughput (metric tonnes) Bt E (ARE)
Nanijing terminal R
Ningbo terminal B IS5E
Weifang terminal TR SR

Jetty utilisation rate® SSAFE A xR
Nanjing terminal R
Ningbo terminal FRISEA
Weifang terminal TS ER

Notes:

(1) The calculation of the gearing ratio is based on the net bank loans
(total bank loans minus cash and cash equivalents) divided by
equity attributable to owners of the Company multiplied by 100%.

(2)  The utilisation rate is calculated by our record of the annual

actual throughput via jetties divided by the total annual designed
throughput capacity of jetties in relation to the operating period.
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Dear Shareholders,

On behalf of the board of directors (the “Board”), | am pleased to
present the annual results of Dragon Crown Group Holdings Limited
(the “Group” or “Dragon Crown”) for the year ended 31 December
2019.

SOLID FOUNDATION OVERCOMES UPCOMING
CHALLENGES

China has experienced a challenging year in 2019 under the impact
of the Sino-US trade war. Although the export and import trade
amount increased by 3.4% when compared to that in 2018, the
GDP growth of China declined from 6.4% in the first quarter to
6.0% in the last quarter in 2019. With the solid foundation of Dragon
Crown established by our management team over the years, the
Group has successfully achieved a stable performance under various
adversities this year.

Dragon Crown recorded revenue of HK$229.8 million (2018:
HK$262.5 million) and net profit of HK$45.5 million (2018: HK$76.2
million) for the financial year ended 31 December 2019. The
decrease in net profit was mainly attributable to the decrease
in revenue in respect of ethylene, methanol and acetic acid, the
absence of one-off gain on disposal of financial asset at fair value
through profit and loss and the share of losses of joint ventures for
the year ended 31 December 2019.

With a solid business foundation and a steady business development
strategy, Dragon Crown has been serving as a leading liquid
petrochemical storage and integrated terminal service provider,
attracting world-class chemical enterprises, such as Celanese
Corporation, and other large-scale petrochemical enterprises as our
loyal business partners. The revenue secured from such partners
was in itself sufficient to ensure satisfactory financial results for the
year. Given that the liquid petrochemicals handled by the Group are
applicable to various daily consumer products on the markets, the
demand will grow with the demand of the players in the plastics,
paints, textiles, solvents and petroleum industries.
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’s Statement

The Group adopts a strategy of maintaining business stability and
sustainability by consolidating present business operations as well
as exploring new opportunities in these years. Through investment
in Weifang Liquid Terminal, the Group is determined to establish a
new business driver. In August 2018, Weifang Liquid Terminal has
entered a new era as Weifang Port was opened to foreign trade.
With the opening of the Weifang Port to foreign users, Weifang
Liquid Terminal will be able to allow the entrance of foreign vessels
and attract more foreign customers, which signified the opening of
a gateway to Northeastern Asian economic powerhouses for the
Group. The Phase | and Il Project of the Bulk Liquid Terminal at
The West Operation Zone, Central Port Area of Weifang Port have
already commenced operation. In order to cohere with the business
development of the Group and better utilize the Group’s resources,
the Group will appropriately adjust the construction progress of the
Phase Il Project, which is currently under construction, according to
the industry environment and the Group’s business need. The Group
regards Weifang Liquid Terminal as an important cornerstone for the
long term development of the Group and expects the operation scale
and profitability of Weifang Liquid Terminal will be enhanced after the
completion of construction of Phase Ill. In addition, the completion
and operation of the surrounding railways in 2019 will definitely
enhance the flexibility and reliability of the terminal, as well as more
convenience for customers in the future.

Weifang Liquid Terminal meets the stringent safety requirements
and is a state-of-the-art terminal project dedicated to developing for
bulk oil and chemicals storage and distribution business. It is located
at a gateway to North-eastern Asian economic powerhouses such
as Japan and South Korea and a strategic junction between Bohai
Economic Basin and Yangtze Economic Basin. As such, the superior
position of Dragon Crown in China’s liquid petrochemical industry
can be consolidated.

DIVIDENDS

In recognition of the long-term support of our shareholders, the
Group sticks to the dividend policy as before, an interim dividend of
HK1.5 cents (2018: HK2.0 cents) per share was declared and paid
during the year. In addition, the Board has proposed a final dividend
of HK1.0 cent (2018: HK2.0 cents) per share. The total dividends
per share in 2019 was HK2.5 cents, which represents 78.6% of
the earnings per share attributable to owners of the Company for
the year. The dividend distribution is consistent with the Group’s
dividend policy. The Group has maintained the annual dividend
payout ratio exceeding 50% since its listing.
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SAFETY

The Group pays high attention to employee safety of employee and
production, and this has been our top priority for many years now.
Therefore, all liquid petrochemical terminals and storages of the
Group have to be approved by the relevant monitoring departments
of government. Furthermore, we provide regular training to all of
our staff members, as well as develop and implement HSE (Health,
Safety and Environment) policies in accordance with national and
industry standards. Due to our upmost attention to safety, we did not
experience any material incidents in 2019. In the future, we intend
to seek further improvements in this area, with the ultimate goal of
providing safe services to our customers and safe workplace to our
employees.

MARCHING FORWARD WITH CONFIDENCE AND
PRUDENCE

Looking forward, although the US and China have signed the
phase one trade agreement, the future development of the trade
negotiation is still full of uncertainties. The outbreak of coronavirus
disease (COVID-19) is yet under full control and is expected to
bring tremendous impact on global economy. The oil price dropped
significantly in 2020, reflecting a slump of demand for oil in China.
Major oil refinery companies in China have already announced a
decrease in production of petroleum products, it is expected that
the demands for daily consumer products such as plastics, paints,
textiles, solvents and petroleum industries shall diminish, leading
to a decrease in demand for liquid petrochemicals. Despite the
challenging economic environment, with support from our loyal
customers as well as the opportunities coming along with the
opening of Weifang Port to foreign customers, we are prudently
optimistic about the prospects for the liquid petrochemical industry
and believe that demand for our services will remain stable.

With our world-class expertise and excellent facilities and services,
we have built a strong reputation and earned the trust of our
customers, which include renowned large-scale multinational
chemical enterprises and oil refineries. Capitalizing on the global
trend for outsourcing logistics arrangements, we see the opportunity
to introduce new cost-effective solutions that enable our customers
to reduce costs, increase flexibility and raise efficiencies as a whole.
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The Group’s flagship operation, which is located in the Nanjing
Jiangbei New Materials High-tech Park, the Nanjing terminal, has
contributed a stable and satisfactory profit to the Group for a
continuous period. We also commit to the continuous upgrading
of the terminal and storage facilities and services so as to better-
serve our customers and maximize our profitability. Besides, the
Nanjing terminal has sufficient land reserve for further expansion and
development so that we are ready to seize the opportunities upon
high potential projects with good investment returns arise.

The opening of Weifang Port to foreign vessels signified a new
chapter for the Bohai Economic Basin as well as North-east Asia
as it acts as a logistic hub in the region. Through our investment in
Weifang Liquid Terminal, the Group has achieved obvious logistic
advantage in Shandong Province. The Group has a comprehensive
planning on the development and business direction of Weifang
Liquid Terminal. While the operation scale of the terminal will
continuously expand in the future, we expect that it will become
another base with great business growth potential of the Group.

In addition, we will continue to monitor the cash flows closely
to ensure the Group has sufficient liquidity, so as to maintain a
strong financial position. Besides, we have sufficient funding to
support the sustainable development of the Group. The Group will
continue to strengthen its superior position in the industry, improve
the profitability of its business operations and explore investment
opportunities for shareholders.

ACKNOWLEDGEMENTS

On behalf of the Board, | would like to take this opportunity to
express my heartfelt gratitude to all of our business partners,
customers and most valued shareholders for their continuous
trust and support to the Group, and to our dedicated directors,
management and staffs for their valuable contributions in 2019. | look
forward to achieving further brilliant performance by all of you in the
future, and generate better returns for our shareholders.
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Directors and Senior Man en

EXECUTIVE DIRECTORS

Mr. NG Wai Man, aged 63, is an executive director, the chairman
and the chief executive officer of the Company. Mr. NG is the founder
of our Group and is principally responsible for operation of our Board
and is the key decision-maker of our Group. He is responsible for
formulating the overall business strategic development for our Group.
Mr. NG has accumulated around 31 years of management and
operation experience in the terminal and storage of liquid chemical
products industry. Mr. NG is the founder of Dragon Source Industrial
Limited and its invested entity, Ningbo Haixiang Liquid Chemical Store
Co., Ltd. (the predecessor of Ningbo Xinxiang Liquid Chemical Store
Co., Ltd. (“Ningbo Xinxiang”)), and has managed its operation since
1988. Mr. NG was the president and legal representative of Nanjing
Dragon Crown Liguid Chemical Terminal Co., Ltd (“NJDC”) from April
2004 to 2007 responsible for overseeing strategic development and
management of resources. From December 1993 to September
2004, Mr. NG was a director of Ningbo Huaxiang Inspection Co.,
Ltd, a company which provides inspection, certification and testing
services. He served as the chairman and general manager from
October 1997 to October 2006 and legal representative from October
1997 to October 2007 for Ningbo Free Trade Zone Dragon Crown
Chemical International Trade Company Ltd., a trading company,
responsible for strategic business management. Mr. NG was
appointed as a director of the Company on 16 July 2010 and was re-
designated as an executive director and the chairman of the Company
on 30 November 2010. Mr. NG was then appointed as the chief
executive officer of the Company on 22 September 2017.

Mr. CHONG Yat Chin, aged 58, is an executive director of the
Company. Mr. CHONG joined our Group in 1994. Mr. CHONG is
principally responsible for business and strategic development,
major decision-making and communications with major customers.
He has accumulated around 25 years of experience in the
liquid chemical products terminal and storage industry. Prior to
joining our Group, Mr. CHONG worked for Mitsui & Company
(Hong Kong) Limited, an international conglomerate engaging in
various businesses, including worldwide logistics and financing,
development of infrastructure, for over seven years. He was in the
chemicals division and undertook business support centered around
petrochemical products chain for logistics and distribution. He was
also responsible for developing strategic partnerships and customer
relations. Mr. CHONG graduated from The Chinese University
of Hong Kong in 1986 with a Degree of Bachelor of Business
Administration. Mr. CHONG was appointed as an executive director
of the Company on 30 November 2010.
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Ms. CHAN Wan Ming, aged 54, is an executive director of the
Company. Ms. CHAN is responsible for our Group’s day-to-day
management, administration as well as human resources management.
She joined our Group in 1988. Ms. CHAN has accumulated around
31 years of management and operation experience in the terminal and
storage of liquid chemical products industry. Prior to joining our Group,
Ms. CHAN worked for Wai Hing Company, a trading company, from
November 1986 to July 1988 responsible for arrangements in trading
of chemicals. Ms. CHAN was appointed as an executive director of the
Company on 30 November 2010.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. FENG Jianping, aged 66, was appointed as an independent
non-executive director of the Company on 29 June 2018. Mr.
FENG is also a member of the audit committee, remuneration
committee and nomination committee of our Board. Mr. FENG
was the executive director and vice president of Sinopec Shanghai
Petrochemical Company Limited (formerly known as Shanghai
Petrochemical Complex), a company listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
(collectively the “Main Board”), from January 1996 to April 2004.
Mr. FENG was also the general manager and secretary of party
committee of the Guangzhou branch of China Petroleum & Chemical
Corporation, a company listed on the Main Board, from April
2004 to July 2013. He also served as the group leader of the third
supervisory group in China Petroleum & Chemical Corporation
from June 2013 to December 2014. Mr. FENG has considerable
experience in operations management. He graduated from Shanghai
Industry University in 1983 majoring in business management and is
a senior economist.

Mr. HOU Xiaoming, aged 57, was appointed as an independent
non-executive Director of the Company with on 1 July 2019. Mr.
HOU is also a member of the audit committee, remuneration
committee and nomination committee of our Board. Mr. HOU
served various positions in Sinopec Shanghai Gaogiao Company
(formerly named as Shanghai Gaogiao Petrochemical Company), a
subsidiary of China Petroleum & Chemical Corporation (a company
the H shares of which are listed on the Hong Kong, London and
New York stock exchanges and the A shares of which are listed on
the Shanghai stock exchange), from July 1985 until his resignation
in September 2017 with his last positions as deputy secretary of
the party committee, director and general manager. Mr. HOU has
extensive experience in the petrochemical industry and corporate
management. He graduated from East China University of Science
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Directors and Senior Man en

and Technology (“ECUST”) (formerly named as East China Institute
of Chemical Technology) in 1985 with a bachelor degree in
engineering specialising in petroleum refining. He obtained a master
degree in chemical engineering in 2000 and a doctorate degree
in chemical technology in 2016, both from ECUST. He was also
the author or one of the coauthors of a few publications on the
petrochemical industry.

Mr. LAU Sik Yuen, aged 52, was appointed as an independent
non-executive director of the Company on 30 November 2010.
Mr. LAU is also chairman of the audit committee, remuneration
committee and nomination committee of our Board. Mr. LAU served
as the financial controller of a subsidiary of NWS Holdings Limited, a
company listed on the Main Board for over 3 years and had worked
with PricewaterhouseCoopers for over 5 years. Mr. LAU served as a
non-executive director of ZMFY Automobile Glass Services Limited, a
company listed on the Growth Enterprise Market Board of the Stock
Exchange (the “GEM”) from September 2013 to December 2014. Mr.
LAU graduated from Oregon State University with a bachelor degree of
science in Business Administration in 1989. Mr. LAU is a fellow member
of the Hong Kong Institute of Certified Public Accountants as well as
a member of the American Institute of Certified Public Accountants.
Mr. LAU has been serving as the chief financial officer and company
secretary of Xinyi Glass Holdings Limited, a company listed on the Main
Board, since April 2003. Mr. LAU has served as an independent non-
executive director of China Qinfa Group Limited, a company listed on
the Main Board since June 2009. Mr. Lau has served as an independent
non-executive director of SDM Group Holdings Limited, a company
listed on the GEM, since September 2014. Mr. LAU has also served as
an independent non-executive director of CTEH INC., a company listed
on the Main Board, since May 2018.

SENIOR MANAGEMENT

Mr. WOO Yiu Chung, aged 45, is the chief financial officer of our
Group. Mr. WOO has joined our Group since January 2020. Mr.
WOO has over 22 years of experience in auditing, accounting and
finance. Prior to joining the Group, Mr. WOO had over 6 years
of working experience in an international firm of certified public
accountants and over 11 years of experience in key financial position
in Hong Kong and overseas listed companies. Mr. WOO graduated
from The Hong Kong Polytechnic University with a Bachelor’s
Degree of Arts (Honours) in Accountancy. Mr. WOO is a fellow
member of the Hong Kong Institute of Certified Public Accountants
and The Association of Chartered Certified Accountants.
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Mr. ZOU Qing Long, aged 55, is the chief operating officer of
our Group and a director of NJDC. Mr. ZOU has joined our Group
since May 2004, was the general manager of NJDC and has been
promoted as the chief operating officer of the Group since July
2017, principally responsible for our Group’s overall operation
and business development. Mr. ZOU has accumulated around 17
years of management and operation experience in the terminal
and storage of liquid chemical products industry. Mr. ZOU’s major
responsibility with the Group includes managing and coordinating
operation workflow, recruitment and training of managers under his
supervision, developing guidelines of operation and maintenance.
He is overseeing operations in our terminals in Nanjing, Ningbo and
Weifang. Prior to joining the Group, he worked in the China Maritime
Safety Administration for 16 years in which he gained valuable
maritime logistics experience. Mr. ZOU graduated from Nanjing
Political College of the Chinese People’s Liberation Army with a
bachelor degree in Economics Management in 20083.

Mr. YANG Ai Ming, aged 58, is the chairman of the board and
the legal representative of NJDC and Weifang Sime Darby Liguid
Terminal Co., Ltd. (“WSDL"). Mr. YANG has joined our Group
since December 2017, principally responsible for the monitoring
function of the board of directors of NJDC and WSDL. Mr. YANG
graduated from East China University of Science and Technology
in 1984, majoring in petroleum refining engineering and he joined
Sinopec Yangzi Petrochemical Company Limited, engaging in
technical management duties in the same year. Since 2001, he
successively served as the deputy head of HSE department, the
deputy factory director of refinery, the head of production and
operational management department, the marketing manager,
the logistics manager, the head of production technology and
operational dispatch department, the party committee secretary of
quality inspection center of Sinopec Yangzi Petrochemical Company
Limited, the vice chairman of labor union of BASF-YPC Company
Limited, etc. Mr. YANG was awarded the title of senior engineer in
1997.
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Directors and Senior Man en

Mr. GU Jian Xin, aged 53, is the general manager of NJDC. Mr. GU
has joined our Group since December 2010 as the deputy general
manager of NJDC, in charge of HSE department, engineering
department and administrative and human resources department
and responsible for the coordination and contact with the industry
authorities of customs, state inspection, frontier defense, maritime
affairs, port, safety supervision, environmental protection, fire safety,
park management committee, etc. and has been promoted as
the general manager of NJDC since July 2017, mainly responsible
for the overall operation management of NJDC. Mr. GU has 30
years of working experience in the liquid chemical terminal and
storage industry and has extensive experience in areas such as
project construction, production operation, market development,
government coordination and corporate management. Mr. GU
graduated from Southeast University in Nanjing. Prior to joining
our Group, Mr. GU worked in Nanjing Port Co., Ltd. from August
1989 to January 2004, successively served as technician, secretary
to general manager, manager of engineering and technology
department, manager of development department and assistant
to general manager. He served as the deputy general manager of
Qiltanking Nanjing Co., Ltd. from January 2004 to November 2009.

Mr. LAU Chi Ming, Sammy, aged 62, is the deputy general
manager of NJDC. Mr. LAU is principally responsible for our
Group’s business and new project development of petrochemical
terminal in Nanjing. Mr. LAU has accumulated around 31 years of
management and operation experience in the terminal and storage
of liquid chemical products industry. Mr. LAU was an engineer of
ExxonMobil Hong Kong Limited from 1988 to 2004 and he assumed
management roles in HSE, logistics, operations and maintenance.
Mr. LAU graduated from The University of Hong Kong with a degree
of Bachelor of Science in Engineering in 1979. Mr. LAU was elected
as a Graduate of the Institution of Engineers, Australia on 10 January
1985 and has been included in the list of competent persons for
Class 2-inspection and certification of LPG compound and cylinder
stores by Electrical & Mechanical Services Department, Government
of Hong Kong since 6 November 1996. He joined our Group in April
2005 as a project manager.
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ir and Senior Management
EENREREEAE

Mr. XIANG Xiao Chu, aged 64, is the general manager of
Ningbo Ningxiang Liquid Chemicals Terminal Co., Ltd. (“Ningbo
Ningxiang”) and Ningbo Xinxiang. Mr. XIANG has joined our Group
since November 1995. Mr. XIANG is principally responsible for our
Group’s overall operational management in Ningbo. Mr. XIANG
has accumulated around 27 years of management and operation
experience of which around 24 years are in the terminal and storage
of liquid chemical products industry. Prior to joining our Group, Mr.
XIANG served as deputy director the factory, division deputy chief of
Human Resource and Security and an office administrator in Ningbo
No.2 Pharmaceutical Factory of Zhejiang Province from February
1988 to October 1992. During the period from November 1992
to September 1995, Mr. XIANG served as an office administrator
handling selection and recruitment of new staff, finance management
and observing compliance of HSE policies of Zhejiang Chemicals
Factory (Yongxin Company). Mr. XIANG has served as a deputy
director and director of tank field, business manager and general
manager assistant in Ningbo Ningxiang and Ningbo Xinxiang since
October 1995. Mr. XIANG completed administration management
course of Self-Study Examination of the Higher Education of Zhejiang
Province in October 1990.

Mr. LIU Bing, aged 51, is the General Manager of WSDL. Mr. LIU
has joined WSDL since December 2018, principally responsible
for the overall operational management of the company. Mr. LIU
has accumulated around 26 years of management and operation
experience in the terminal and storage of liquid chemical products
industry and gained valuable experience in operation, safety,
maintenance, customer service, and business of this industry. Prior
to joining WSDL, Mr. LIU was a Terminal Manager of Vopak SDIC
Terminal Yangpu Co., Ltd. He has extensive experience within the
area of company’s operation and management.
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Management Discussion and sis

BUSINESS REVIEW

Dragon Crown is one of China’s leading storage and integrated
terminal service providers that specialized in the handling and
storage of liquid petrochemical products, operating a total of
three terminals that are located in Nanjing, Ningbo and Weifang.
Strategically situated in two of the major petrochemical industry hubs
of China, the Group has set up jetties and tank farms (together, the
“Terminals”) along the coastal area to seize the rising demand from
the petroleum and chemical industries. Dragon Crown offers a high
quality and comprehensive range of liquid petrochemical terminal
and storage services to customers through its own jetties, storage
tanks and dedicated pipelines.

During the year ended 31 December 2019, the throughput volume
of liquid petrochemical products handled by the Group’s Nanjing,
Ningbo and Weifang terminals reached 1,529,000 metric tonnes,
379,000 metric tonnes and 4,877,000 metric tonnes, respectively
(2018: 1,542,000 metric tonnes, 339,000 metric tonnes and
5,730,000 metric tonnes, respectively), with a combined throughput
volume of 6,785,000 metric tonnes (2018: 7,611,000 metric
tonnes).

The following table provides an overview of the Group’s Terminals as
at 31 December 2019:

EEE WD T

RIOE

A ST ERLMET kR A BBERSH
Rz — TEFINERENFETRE
b R - BRI S E =@
S o SR BISRES M BR 0 R Bl H R M B =
2HMETITENELR CHEASHRE
TSR (SR (ISR R ) L
AHETITRBSRRNFER - EAEB
HEAHE FELEREBERNEPRH
= a8 K 2 O R R 0 (L O A OB K%
T AR

REZE2019F 12 831HIEFE - AEE
PR B R G ER IR R EE A
mAME5 5 A&1,529,000 A1 « 379,000
N WE K 4,877,000 2 Wi (20184 : 5 B &
1,542,000 21 + 339,000 AMA K 5,730,000
NEE) - & PFAML 26,785,000 Q18 (2018
F 7,611,000 20) °

T&RETIN2019% 12 A 31 AR AREE 1)
HRRME

Terminals Nanjing Ningbo Weifang Total
HEEE [ =y :2%) st
Number of tanks fEEEE 32 12 63 107
Storage capacity (m?) GRAE (LK) 210,000 29,000 497,000 736,000
Number of berths SER &L 3 1 2 6
Berthing capacity (dwt) JARLEE ) (EEME) 45,000* 3,000 60,000**
Jetty designed throughput capacity #5SE:R 1AM £

(metric tonnes) (AWB) 4,000,000 100,000 4,000,000 8,100,000

* Comprises three berths with capacity of 20,000 dwt, 20,000 dwt *
and 5,000 dwt, respectively.

i =1E% B4 20,000 ENE + 20,000 & &
1 & 5,000 & EWAH AR AR,

*k

Comprises two berths with capacity of 30,000 dwt each. ** FA A 1E &8 A 30,000 S EMAAY ARLAARK,
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a ent Discussion and Analysis

EEEN WA

The main source of the Group’s revenue and profit is derived from
its flagship terminal, situated in the Nanjing Jiangbei New Materials
High-tech Park. The Group’s major customer, Celanese Corporation
(NYSE: CE), a world leading producer of acetyl products, is also
situated in the same high-tech park, contributed HK$198.7 million
(2018: HK$217.4 million) in revenue to the Group, which is equivalent
to 86.5% (2018: 82.8%) of the total revenue during the year. The
business operation in Nanjing continues to contribute stable revenue
as we have established long term relationship with our customers.

The opening of Weifang Port to foreign vessels signified a new
chapter for the Bohai Economic Basin as well as North-east Asia as
it acts as a logistic hub in the region. With the obvious geographical
and logistic advantage of Weifang Port to oil refineries and chemical
production plants located within its 300km radius, Weifang Liquid
Terminal allows the entrance of vessels with higher Dead Weight
Tonnage so as to effectively control customers’ costs. The Phase
| and Il Project of the Bulk Liquid Terminal at the West Operation
Zone, Central Port Area of Weifang Port have already commenced
operation. In order to cohere with the business development of
the Group and better utilize the Group’s resources, the Group
will appropriately adjust the construction progress of the Phase Il
Project according to the industry environment and the Group’s
business need. The Group regards Weifang Liquid Terminal as an
important cornerstone for the long term development of the Group
and expects the operation scale and profitability of Weifang Liquid
Terminal will be enhanced after the completion of the construction
of Phase lll. In addition, the completion and operation of the
surrounding railways in 2019 will definitely enhance the flexibility and
reliability of the terminal, as well as more convenience for customers
in the future.

The Group regards Weifang Liquid Terminal as a significant
milestone for our business development. The operation and
development of Weifang Liquid Terminal will be beneficial to the profit
of the Group in the future and will consolidate the superior position
of Dragon Crown in China’s liquid petrochemical industry.

Dragon Crown is in a strong financial position as at 31 December
2019, with total assets of HK$1,339.9 million (2018: HK$1,341.4
million) and total equity of HK$1,076.0 million (2018: HK$1,103.9
million). As at 31 December 2019, the Group has cash on hand
of HK$243.2 million (2018: HK$194.9 million) and in a net cash
position. Such a healthy financial backup ensures the Group’s
sustainability.
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Management Discussion and sis

BUSINESS OUTLOOK

Although the development of the US-Sino trade war and the
outbreak of coronavirus disease (COVID-19) are becoming more
uncertain, the Group is prudently optimistic about the prospects
of the industry and layout of the business. Looking ahead, with the
opening of Weifang Port to foreign vessels, the Group is granted the
opportunity to explore new market through business expansion while
ensuring the development of its core business. The Group plans to
continue enhancing its business development in the coastal regions
of China, particularly along the Yangtze River Delta and Bohai Bay
regions, so as to further expand Dragon Crown’s domestic and even
international market.

As Weifang Liquid Terminal Phase | and Il commenced operation,
and the development of Phase Il will further enhance the scale of
the terminal in the future, the Group will be more capable to capture
the market demand in North-eastern China and North-eastern Asia.
The Group believes in the great business potential in the region and
is confident that the Group can maintain its leading role in the new
market with the help of Weifang Liquid Terminal. Together with the
construction of Weifang Liquid Terminal Phase IlI, it will become
the largest terminal of the Group, with total storage capacity of
over 660,000 m®. Several potential customers are in negotiation
for renting the tank capacity in Phase Ill already. In addition, the
construction of different railways and transportation network around
Weifang Liquid Terminal will further strengthen our advantage in
developing a remarkable role in the industry.

With advanced operations and a highly experienced management
team at the helm, Dragon Crown is set to consolidate its superior
position as a storage and integrated terminal service provider in
China. Despite all the upcoming challenges, the Group will remain
committed to achieving better financial results and delivering greater
value to its shareholders.

FINANCIAL PERFORMANCE REVIEW

Revenue

For the year ended 31 December 2019, the revenue of the Group
decreased by 12.4% from HK$262.5 million in 2018 to HK$229.8

million. The decrease was mainly due to the decrease in revenue in
respect of ethylene, methanol and acetic acid.
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Gross profit

For the year ended 31 December 2019, the gross profit of the Group
decreased by 21.3% from HK$143.9 million in 2018 to HK$113.2
million. The decrease was mainly due to the decrease in revenue as
mentioned above. The gross profit ratio decreased by 5.5%, from
54.8% in 2018 to 49.3% for the year.

Other income

Other income decreased to HK$16.5 million from HK$20.0 million in
2018, which was mainly due to the absence of one-off government
grants recorded in 2018.

Administrative expenses

Administrative expenses decreased by 9.3% from HK$50.9 million
in 2018 to HK$46.1 million. The decrease was mainly due to the
decrease in loss on foreign exchange difference.

Finance costs

Finance costs for the year increased to HK$8.7 million from HK$7.2
million in 2018. It was mainly attributable to the increase of interest
rate and the Group has drawn down certain new bank loans during
the year.

Share of profit and loss of an associate
The associate in Tianjin was going through the liquidation process
since 2016 and the loss of HK$0.4 million for the year (2018: HK$0.4

million) was due to the administrative expenses in relation to the
liquidation.

Dragon Crown Group Holdings Limited #EFI&EEZERAR QT
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Management Discussion and sis

Share of profits and losses of joint ventures

There was no significant change in the share of profits of the joint
ventures in Ningbo compared with that of 2018.

The share of loss of the joint venture in Weifang increased for the
year due to the increase in operating costs such as depreciation and
energy costs.

Since the share of loss of the joint venture in Weifang outweighed the
share of profits of the joint ventures in Ningbo, the Group recorded
share of losses of its joint ventures for the year.

Tax expense

The tax expense for the year decreased to HK$26.9 million from
HK$36.2 million in 2018. The decrease was due to the decrease in
profit for the year.

Investment in Weifang Sime Darby Liquid Terminal Co., Ltd.
(“WSDL”)

The acquisition of 50% equity interest in WSDL at a consideration
of RMB60.9 million was completed on 23 May 2016 and WSDL
becomes a joint venture of the Group since then. Afterwards, the
Group had injected capital of a total amount of RMB225.0 million
into WSDL in proportion to its shareholding interest in WSDL up to
31 December 2019.

The Group had provided shareholder’s loans to WSDL. As at 31
December 2019, WSDL was indebted to the Group in an aggregate
amount of RMB143.1 million.
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EHEE DA

USE OF NET PROCEEDS FROM LISTING

The Group has received approximately HK$281.1 million net
proceeds, after deducting underwriting fee and other related
expenses, from listing of the Company’s shares in 2011.

These net proceeds were applied up to 31 December 2019
in accordance with the proposed applications set out in the
section headed “Future Plans and Use of Proceeds” in the
Company’s prospectus dated 30 May 2011 and the Company’s
announcements dated 6 February 2013 headed “Change of use of
proceeds”, dated 20 December 2017 headed “Change in use of
proceeds from the global offering” and dated 22 December 2017
headed “Clarification announcement”, as follows:

Construction of second cryogenic AR SR 2 (KR
ethylene tank J G
Construction of our third jetty AN EE 3 TG EA
Investing into existing projects KENRRABIEER
Investing into future business WERRIRER
development opportunities BRte
Construction of nine general purpose EROE—MA
storage tanks iR
General working capital —MREEES

The Group held the unutilised net proceeds in short-term deposits or
time deposits with banks in Hong Kong as at 31 December 2019.
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CAPITAL STRUCTURE, LIQUIDITY AND GEARING

As at 31 December 2019, the Group’s total bank loans amounted
to HK$198.5 million (2018: HK$175.5 million), all of which are Hong
Kong dollar bank loans. The Group’s cash and cash equivalents
amounted to HK$243.2 million (2018: HK$194.9 million). The Group
maintained net cash position at 31 December 2019 and 2018. The
gearing structure was as follows:

R F
RABIGA ARG

Net cash

Equity attributable to owners
of the Company

Gearing ratio EEBELE

As at 31 December 2019, the Group’s current assets and current

liabilities amounted to HK$313.5 million (2018: HK$276.6 million)

and HK$85.6 million (2018: HK$52.5 million), respectively. As at 31

December 2019, the Group’s current ratio was 3.7 (2018: 5.3).

The Group strives to efficiently use its financial resources and adopts
a prudent financial policy in order to maintain a healthy capital ratio
and support its business expansion requirements.

DEBT MATURITY PROFILE

The maturity profile of the Group’s bank loans is set out below:
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A1.985 BB T (2018 4F : 1.755(E8 L)
EEABTZRITER - FEERE KR
S EBYR2.432(8H 7T (20184 - 1.94918
FEIT) o NEE 20194 K 2018 4E 12 A 31
HARFFREHOMRR - EEBELEEN
™

2019 2018
HK$’000 HK$'000
TER AT
44,698 19,372
1,030,888 1,053,694
N/A i A N/A N
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2019 2018
HK$’000 HK$’000
FHET FHETT

Repayable: fEEFRIA ¢
Within one year 1FER 52,000 27,000
In the second year Fo4F 146,500 52,000
In the third to fifth years, inclusive FIESF(REERMF) - 96,500
198,500 175,500

Note: All bank loans as at 31 December 2019 are denominated in Hong
Kong dollars.
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FOREIGN CURRENCY AND INTEREST RATE RISKS

The Group’s cash and bank balances were primarily denominated
in Renminbi and Hong Kong dollars. Its operating cash inflows and
outflows were primarily denominated in Renminbi and Hong Kong
dollars. During the year, the Group did not have any material foreign
exchange exposure and had not used any financial instruments for
hedging purpose.

All bank borrowings of the Group were denominated in Hong Kong
dollars, the interest rates of these bank borrowings are calculated in
HIBOR plus a particular percentage. The Group will closely monitor
the interest rate movements and regularly review its banking facilities
S0 as to mitigate the expected interest rate risk.

CONTINGENT LIABILITIES

As at 31 December 2019, the Group did not have any significant
contingent liabilities.

EMPLOYEES AND REMUNERATION

As at 31 December 2019, the Group had a total of 339 full
time employees (2018: 363). The Group provides competitive
remuneration package to retain its employees including salaries,
discretionary bonus, medical insurance, other allowance and
benefits in kind as well as mandatory provident fund schemes for
employees in Hong Kong and state-managed retirement benefit
schemes for employees in the People’s Republic of China (“PRC”).
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Corporate Governanc

The Board of the Company is pleased to present this Corporate
Governance Report in the Annual Report for the year ended 31
December 2019.

CORPORATE GOVERNANCE PRACTICES

The Group is committed to achieving high standards of corporate
governance to safeguard the interests of shareholders, enhance
corporate value, formulate its business strategies and policies, and
enhance its transparency and accountability.

The Company has adopted the principles and code provisions of
the Corporate Governance Code (the “CG Code”) contained in
Appendix 14 of the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”) as the basis of the Company’s
corporate governance practices.

The Company has in place a corporate governance framework and
has established a set of policies and procedures based on the CG
Code. Such policies and procedures provide the infrastructure for
enhancing the Board’s ability to implement governance and exercise
proper oversight on business conduct and affairs of the Company.

In the opinion of the directors, throughout the year, the Company
has complied with all the code provisions as set out in the CG Code,
except for code provision A.2.1 which stipulates that the roles of
chairman and chief executive should be separate and should not be
performed by the same individual.

The Company regularly reviews its corporate governance practices
to ensure compliance with the CG Code.
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as set
out in Appendix 10 to the Listing Rules.

Specific enquiry has been made of all the directors and the directors
have confirmed that they have complied with the Model Code
throughout the year ended 31 December 2019.

The Company has also established written guidelines (the
“Employees Written Guidelines”) no less exacting terms than the
Model Code for securities transactions by employees who are likely
to be in possession of inside information of the Company.

No incident of non-compliance of the Employees Written Guidelines
by the employees was noted by the Company.

THE BOARD

BOARD OF DIRECTORS

The Company is headed by an effective Board which oversees the
Group’s businesses, strategic decisions and performance and takes
decisions objectively in the best interests of the Company.

The Board should regularly review the contribution required from a

director to perform his responsibilities to the Company, and whether
the director is spending sufficient time performing them.
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BOARD COMPOSITION

The Board currently comprises 6 directors, consisting of 3 executive
directors and 3 independent non-executive directors.

The Board currently comprises the following directors:

Executive directors:

Mr. NG Wai Man (Chairman and Chief Executive Officer)
Mr. CHONG Yat Chin
Ms. CHAN Wan Ming

Independent non-executive directors:

Mr. LAU Sik Yuen
Mr. FENG Jianping
Mr. HOU Xiaoming

The list of directors (by category) is also disclosed in all corporate
communications issued by the Company from time to time pursuant
to the Listing Rules. The independent non-executive directors are
expressly identified in all corporate communications pursuant to the
Listing Rules.

The biographical details of the directors of the Company are set out
under “Directors and Senior Management” section in this annual
report. None of the members of the Board is related to one another.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The roles of Chairman and Chief Executive Officer of the Company
are held by Mr. NG Wai Man who is the founder of the Company and
has extensive experience in the industry.

The Board believes that vesting the roles of both Chairman and Chief
Executive Officer in the same person is beneficial to the business
prospects and management and provides the Company with strong
and consistent leadership and allows for effective and efficient
planning and implementation of business decisions and strategies.
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The Board considers that the current structure of vesting the roles of
both Chairman and Chief Executive Officer in the same person wiill
not impair the balance of power and authority between the Board
and the management of the Company. The Board shall review its
structure from time to time to ensure appropriate and timely action
to meet changing circumstances.

INDEPENDENT NON-EXECUTIVE DIRECTORS

During the year ended 31 December 2019, the Board at all times
met the requirements of the Listing Rules relating to the appointment
of at least three independent non-executive directors representing
one-third of the Board with at least one of whom possessing
appropriate professional qualifications or accounting or related
financial management expertise.

The independent non-executive directors bring a wide range of
business and financial expertise, experience and independent
judgment to the Board. Through active participation at Board
meetings, taking the lead in managing issues involving potential
conflict of interests, all independent non-executive directors
have made various contributions to the effective direction of the
Company.

Mr. LAU Sik Yuen has served the Board for more than nine years.
Notwithstanding his length of tenure, in view of his professionalism,
extensive business experience and familiarity with the Company’s
affairs, the Board is of the opinion that he possesses the required
character, integrity and experience to ensure his independence in
order to objectively scrutinise the Company’s performance.

The Company has received written annual confirmation from each
independent non-executive director of his independence pursuant
to the requirements of the Listing Rules. The Company considers
all independent non-executive directors to be independent in
accordance with the independence guidelines as set out in the
Listing Rules.
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APPOINTMENT AND RE-ELECTION OF DIRECTORS

The procedures and process of appointment, re-election and
removal of directors are laid down in the Company’s Articles of
Association. The Nomination Committee is responsible for reviewing
Board composition, monitoring the appointment of directors
and assessing the independence of independent non-executive
directors.

The independent non-executive directors of the Company are
appointed for a specific term of one year, subject to renewal after the
expiry of the then current term.

All the directors of the Company are subject to retirement by rotation
and re-election at the annual general meetings. Under the Articles
of Association of the Company, at each annual general meeting,
one-third of the directors for the time being, or if their number is
not three of a multiple of three, the number nearest to but not
less than one-third shall retire from office by rotation provided that
every director shall be subject to retirement by rotation at least
once every three years. The Company’s Articles of Association also
provides that all directors appointed to fill a casual vacancy shall be
subject to election by shareholders at the first general meeting after
appointment. The retiring directors shall be eligible for re-election.

At the forthcoming annual general meeting of the Company, Ms.
CHAN Wan Ming and Mr. LAU Sik Yuen shall retire by rotation, and
Mr. HOU Xiaoming shall retire and being eligible, offer themselves for
re-election pursuant to the Company’s Articles of Association.
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RESPONSIBILITIES, ACCOUNTABILITIES AND
CONTRIBUTIONS OF THE BOARD AND MANAGEMENT

The Board should assume responsibility for leadership and control
of the Company. The Board has delegated to the Chief Executive
Officer, and through him, to the senior management the authority
and responsibility for the day-to-day management and operation of
the Group.

The Board directly, and indirectly through its committees, leads and
provides direction to management by laying down strategies and
overseeing their implementation, monitors the Group’s operational
and financial performance, and ensures that sound internal control
and risk management systems are in place.

All directors have carried out their duties in good faith, in compliance
with applicable laws and regulations and in the interests of the
Company and its shareholders at all times.

DELEGATION OF MANAGEMENT FUNCTIONS

The Board reserves for its decision all major matters of the Company,
including: approval and monitoring of all policy matters, overall
strategies and budgets, internal control and risk management
systems, material transactions (in particular those that may involve
conflict of interests), financial information, appointment of directors
and other significant financial and operational matters.

All directors have full and timely access to all relevant information
as well as the advice and services of the Company Secretary, with
a view to ensuring that Board procedures and all applicable laws
and regulations are followed. Each director is normally able to seek
independent professional advice in appropriate circumstances at the
Company’s expense, upon making request to the Board.

The day-to-day management, administration and operation of the
Company are delegated to the Chief Executive Officer and the senior
management. The delegated functions and responsibilities are
periodically reviewed. Approval has to be obtained from the Board
prior to any significant transactions entered into by the aforesaid
officers.
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INDUCTION AND CONTINUING PROFESSIONAL
DEVELOPMENT OF DIRECTORS

Directors shall keep abreast of regulatory developments and
changes in order to effectively perform their responsibilities and to
ensure that their contribution to the Board remains informed and
relevant.

Each newly appointed director receives formal and comprehensive
induction on the first occasion of his/her appointment to ensure
appropriate understanding of the business and operations of
the Company and full awareness of director’s responsibilities
and obligations under the Listing Rules and relevant statutory
requirements.

All directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills.
The Company regularly circulates training materials or briefings to
all directors in respect of the updates on, among other things, the
Listing Rules, the Securities and Futures Ordinance (Chapter 571 of
the Laws of Hong Kong) or other useful guidelines, the Companies
Ordinance and financial or accounting standards which may be of
the interest to the directors and benefit for them to discharge their
duties. Training session for directors will also be arranged where
necessary.

In addition, the Company provides and circulates the directors
with monthly and regular updates relating to the Group’s business,
financial position and business environment, which aims to ensure
compliance and to enhance their awareness of good corporate
governance practices.

All directors have provided to the Company with their training records
on a regular basis, and such records have been maintained by the
Company for accurate and comprehensive record keeping. During
the year, all directors (Mr. NG Wai Man, Mr. CHONG Yat Chin, Ms.
CHAN Wan Ming, Mr. LAU Sik Yuen, Mr. FENG Jianping, Mr. ZHU
Wujun (resigned on 1 July 2019) and Mr. HOU Xiaoming (appointed
on 1 July 2019)) have complied with the code provisions in relation
to continuous professional development through attendance of
seminars on corporate governance, regulatory development and
other relevant topics.
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BOARD COMMITTEES

The Board has established three committees, namely, the
Nomination Committee, Remuneration Committee and Audit
Committee, for overseeing particular aspects of the Company’s
affairs. All Board committees of the Company are established with
specific written terms of reference which deal clearly with their
authority and duties. The terms of reference of the Board committees
are posted on the Company’s website and the Stock Exchange’s
website and are available to shareholders upon request.

The list of the chairman and members of each Board committee is
set out under “Corporate Information” on page 175 of this annual
report.

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

NOMINATION COMMITTEE

The Nomination Committee comprises four members, namely, Mr.
LAU Sik Yuen (chairman), Mr. FENG Jianping, Mr. HOU Xiaoming
and Mr. NG Wai Man, the majority of which are independent non-
executive directors.

The terms of reference of the Nomination Committee are of no less
exacting terms than those set out in the CG Code.

The principal duties of the Nomination Committee include reviewing
the Board composition, developing and formulating relevant
procedures for the nomination and appointment of directors,
making recommendations to the Board on the appointment and
succession planning of directors, and assessing the independence
of independent non-executive directors.

In assessing the Board composition, the Nomination Committee
would take into account various aspects as well as factors
concerning Board diversity as set out in the Company’s Board
Diversity Policy. The Nomination Committee would discuss and
agree on measurable objectives for achieving diversity on the Board,
where necessary, and recommend them to the Board for adoption.
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In identifying and selecting suitable candidates for directorships,
the Nomination Committee would consider the candidate’s
relevant criteria as set out in the Director Nomination Policy that are
necessary to complement the corporate strategy and achieve Board
diversity, where appropriate, before making recommendation to the
Board.

The Nomination Committee met twice during the year under review
to review the structure, size and composition of the Board and
the independence of the independent non-executive directors,
and to consider the qualifications of the retiring directors standing
for election at the Annual General Meeting and to consider and
recommend to the Board on the appointment of independent
non-executive director. The Nomination Committee considered
an appropriate balance of diversity perspectives of the Board is
maintained.

REMUNERATION COMMITTEE

The Remuneration Committee comprises four members, namely,
Mr. LAU Sik Yuen (chairman), Mr. FENG Jianping, Mr. HOU Xiaoming
and Mr. NG Wai Man, the majority of which are independent non-
executive directors.

The terms of reference of the Remuneration Committee are of no less
exacting terms than those set out in the CG Code.

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

The Remuneration Committee met once during the year under
review to review and make recommendation to the Board on the
remuneration policy and the remuneration packages of all directors
and senior management.
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Details of the remuneration of the senior management by band are
set out in note 11 to the financial statements for the year ended 31
December 2019.

AUDIT COMMITTEE

The Audit Committee comprises three independent non-executive
directors, namely, Mr. LAU Sik Yuen (chairman), Mr. FENG Jianping
and Mr. HOU Xiaoming, including one independent non-executive
director with the appropriate professional qualifications. None of
the members of the Audit Committee is a former partner of the
Company’s existing external auditor.

The terms of reference of the Audit Committee are of no less
exacting terms than those set out in the CG Code.

The main duties of the Audit Committee include the following:

° To review the financial statements and reports and consider
any significant or unusual items raised by the external auditor
before submission to the Board

o To review the relationship with the external auditor by reference
to the work performed by the auditor, its fees and terms of
engagement, and make recommendations to the Board on the
appointment, re-appointment and removal of external auditor

° To review the adequacy and effectiveness of the Company’s
financial reporting system, internal control systems and risk
management system and associated procedures

The Audit Committee held two meetings during the year under
review to review the interim and annual financial results and reports
and significant issues on the financial reporting, operational and
compliance controls, the effectiveness of the risk management and
internal control systems and internal audit function, appointment of
external auditor and engagement of non-audit services and relevant
scope of works and, connected transactions and arrangements for
employees to raise concerns about possible improprieties.
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The Audit Committee also met the external auditor twice without the
presence of the executive directors.

The Group’s accounting principles and practices and the audited
consolidated financial statements for the year ended 31 December
2019 have been reviewed by the Audit Committee.

BOARD DIVERSITY POLICY

The Company has adopted a Board Diversity Policy which sets
out the approach to achieve diversity of the Board and is available
on the website of the Company. The Company recognizes and
embraces the benefits of having a diverse Board and sees increasing
diversity at the Board level as an essential element in maintaining the
Company’s competitive advantage.

Pursuant to the Board Diversity Policy, the Nomination Committee
will review annually the structure, size and composition of the Board
and where appropriate, make recommendations on changes to the
Board to complement the Company’s corporate strategy and to
ensure that the Board maintains a balanced diverse profile. In relation
to reviewing and assessing the Board composition, the Nomination
Committee is committed to diversity at all levels and will consider a
number of aspects, including but not limited to gender, age, cultural
and educational background, professional qualifications, skills,
knowledge and regional and industry experience.

The Company aims to maintain an appropriate balance of diversity
perspectives that are relevant to the Company’s business growth
and is also committed to ensuring that recruitment and selection
practices at all levels (from the Board downwards) are appropriately
structured so that a diverse range of candidates are considered.

The Board will consider setting measurable objectives to implement
the Board Diversity Policy and review such objectives from time to
time to ensure their appropriateness and ascertain the progress
made towards achieving those objectives.

At present, the Nomination Committee considered that the Board
is sufficiently diverse and the Board has not set any measurable
objectives.
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The Nomination Committee will review the Board Diversity Policy, as
appropriate, to ensure its effectiveness.

DIRECTOR NOMINATION POLICY

The Board has delegated its responsibilities and authority for
selection and appointment of directors to the Nomination Committee
of the Company.

The Company has adopted a Director Nomination Policy which sets
out the selection criteria and process and the Board succession
planning considerations in relation to nomination and appointment
of directors of the Company and aims to ensure that the Board
has a balance of skills, experience and diversity of perspectives
appropriate to the Company and the continuity of the Board and
appropriate leadership at Board level.

The Director Nomination Policy sets out the factors for assessing the
suitability and the potential contribution to the Board of a proposed
candidate, including but not limited to the following:

o Reputation for integrity

o Accomplishment and experience

. Qualifications

° Compliance with legal and regulatory requirements

o Commitment in respect of available time and relevant interest

° Independence

° Diversity in all its aspects, including but not limited to gender,
age (18 years or above), cultural and educational background,
ethnicity, professional experience, skills, knowledge and length
of service

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

The Director Nomination Policy also sets out the procedures for
the selection and appointment of new directors and re-election of
directors at general meetings. During the year ended 31 December
2019, the composition of the Board was changed with Mr. ZHU
Wujun resigned as an independent non-executive director and Mr.
HOU Xiaoming appointed as an independent non-executive director.

Dragon Crown Group Holdings Limited #EFI&EEZERAR QT

REZBEHENEFTSZ LB (E
) EREARIE -

ESRENE

EXCEREBELRETARRIRSE
ZEg NEENZEES-

ARBICRMNESRBBER - ZHRET
BERRAMZERRAEEZHERER
BFAREZEMEIRIZEAR  §
EHEREFERAQAMSERTT - &R
REZHENABELTEEREENTE - g
REFENHELERERAENEEAE -

EERABRBARBREREAZABEILER
HEFTQEEERMNNE  BRETR
RTFIAEE

s HWEMNERE

o RBLEAER

s Eff

o EDEEMEEEREEST

o AR AR REILA K STAERE R s A0 A

o BYE

s EFERITHEMZTE BERETR
RIERI - S (18BREIA L) ~ bR
HEER Bk FELR - K-
MBARGFRES |

FRRFEHRS2E  UIFBIMERE
ITEREMIER - REZESAIBIBER
ERBEBDEENEMAL -

EEREABENHERBRREAS LETER
ZHEHNESERERES BT - REE
201912 A1 HIEFE  EFE24HKE
FrEs) ARELEEEHTBILIENTE
EMEREALEREZTABILIENTES -



Corporate Governanc

The Nomination Committee will review the Director Nomination
Policy, as appropriate, to ensure its effectiveness.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the functions set out in the
code provision D.3.1 of the CG Code.

During the year, the Board had reviewed the Company’s corporate
governance policies and practices, training and continuous
professional development of directors and senior management, the
Company’s policies and practices on compliance with legal and
regulatory requirements, the compliance of the Model Code and
Written Employee Guidelines, and the Company’s compliance with
the CG Code and disclosure in this Corporate Governance Report.

ATTENDANCE RECORD OF DIRECTORS AND
COMMITTEE MEMBERS

The attendance record of each director at the Board and Board
Committee meetings and the general meeting of the Company held
during the year ended 31 December 2019 is set out in the table
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HE /SRR
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Name of Director Board Committee =~ Committee =~ Committee Meeting
gEns - REZEE® FMZEREE ENZEEE RREFAg
Mr. Ng Wai Man 5/5 2/2 11 - 11
REREE
Mr. Chong Yat Chin 5/5 - - - 11
HABEE
Ms. Chan Wan Ming 5/5 - - - 1/
BR=Brt
Mr. Lau Sik Yuen 5/5 2/2 11 2/2 11
BHREE
Mr. Zhu Wujun (resigned on 1 July 2019) 3/3 2/2 11 11 11
KRELE(R2019%7 A1 BEHT)
Mr. Feng Jianping 5/5 2/2 1/1 2/2 11
R
Mr. Hou Xiaoming (appointed on 1 July 2019) 2/2 - - 11 -
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Apart from regular Board meetings, the Chairman also held meetings
with the independent non-executive directors without the presence
of other directors during the year.

Independent non-executive directors have attended general
meetings to gain and develop a balanced understanding of the view
of shareholders.

Practices and Conduct of Board Meetings

Annual meeting schedules and draft agenda of each meeting are
normally made available to directors in advance.

Notice of regular Board meetings is served to all directors at least
14 days before the meeting. For other Board meetings, reasonable
notice is generally given.

Board papers together with all appropriate, complete and reliable
information are sent to all directors at least 3 days before each
Board meeting to keep directors apprised of the latest developments
and financial position of the Company and to enable them to
make informed decisions. The Board and each director also have
separate and independent access to the senior management where
necessary.

The secretary of the meeting is responsible for taking and keeping
minutes of all Board meetings. Draft minutes are normally circulated
to directors for comment within a reasonable time after each meeting
and final versions are open for directors’ inspection.

According to current Board practice, any material transaction, which
involves a conflict of interests for a substantial shareholder or a
director, will be considered and dealt with by the Board at a duly
convened Board meeting. The Company’s Articles of Association
contain provisions requiring directors to abstain from voting and not
to be counted in the quorum at meetings for approving transactions
in which such directors or any of their associates have a material
interest.
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RISK MANAGEMENT AND INTERNAL CONTROLS

The Board acknowledges its responsibility for the Group’s risk
management and internal control systems and reviewing their
effectiveness to safeguard interests of shareholders, customers,
employees and the Group’s assets. 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 the overall responsibility for evaluating and
determining the nature and extent of the risks it is willing to take in
achieving the Company’s strategic objectives, and establishing and
maintaining appropriate and effective risk management and internal
control systems. The Audit Committee assists the Board in leading
the management and overseeing their design, implementation and
monitoring of the risk management and internal control systems.

The Group’s risk management and internal control systems
have been developed with the following principles, features and
processes:

—
—

) ldentify significant risks in the Group’s operation environment;

(2)  Evaluate the impacts of those risks on the Group’s business
and the likelihood of occurrence;

(8)  Determine the risk management strategies and internal control
processes to prevent, avoid or mitigate the risks; and

(4)  Perform ongoing monitoring, review and revise the strategies
and processes in case of any significant change of situation,
ensuring effective communication to the Audit Committee and
the Board on all findings and the effectiveness of the systems
regularly.

The Internal Audit Department as well as the external professional
firm engaged by the Company for providing the internal audit
function are responsible for performing independent review of the
adequacy and effectiveness of the risk management and internal
control systems. The Internal Audit Department with the support
of the external professional firm examined key issues in relation to
the accounting practices and all material controls and provided
its findings and recommendations for improvement to the Audit
Committee.
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The Board, as supported by the Audit Committee as well as the
management report and the internal audit findings, reviewed the
Group’s risk management and internal control systems, including
major financial, operational and compliance controls, as well as risk
management functions, for the year ended 31 December 2019,
and considered that such systems are effective and adequate.
The annual review also covered the resources, staff qualifications
and experiences, training programmes and budget of the Group’s
accounting, financial reporting and internal audit functions, which
also considered to be adequate. In addition, the management
has confirmed to the Board and the Audit Committee on the
effectiveness of the risk management and internal control systems
for the year ended 31 December 2019.

The Group regulates the handling and dissemination of inside
information according to internal procedures and policy so as to
ensure inside information remains confidential until the disclosure of
such information is appropriately approved, and the dissemination of
such information is efficiently and consistently made.

The Board assesses the likely impact of any unexpected and
significant event that may impact the share price and/or trading
volume and decides whether the relevant information is considered
inside information and needs to be disclosed as soon as reasonably
practicable pursuant to Rules 13.09 and 13.10 of the Listing
Rules and the Inside Information Provisions under Part XIVA of the
Securities and Futures Ordinance. The Group has strictly prohibited
unauthorized use of confidential or inside information and has
established and implemented procedures for responding to external
enquiries about the Group’s affairs, so that only the executive
directors and company secretary are authorized to communicate
with parties outside the Group.
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DIRECTORS’ RESPONSIBILITY FOR FINANCIAL
REPORTING

The directors acknowledge their responsibility for preparing
the financial statements of the Company for the year ended 31
December 2019.

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports, price-
sensitive announcements and other disclosures required under the
Listing Rules and other statutory and regulatory requirements.

The Management has provided to the Board such explanation and
information as are necessary to enable the Board to carry out an
informed assessment of the Company’s financial statements, which
are put to the Board for approval.

The directors are not aware of any material uncertainties relating
to events or conditions that may cast significant doubt upon the
Company’s ability to continue as a going concern.

The statement of the independent auditor of the Company about the
reporting responsibilities on the financial statements is set out in the
Independent Auditor’s Report on pages 57 to 63.

Where appropriate, a statement from the Audit Committee explaining its
recommendation regarding the selection, appointment, resignation or
dismissal of external auditor and the reasons why the Board has taken
a different view from that of the Audit Committee.
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EXTERNAL AUDITOR AND AUDITOR’S REMUNERATION

During the year ended 31 December 2019, the remuneration paid/
payable to the Company’s external auditor, Ernst & Young, in
respect of audit services and non-audit services is set out below:

Service Category

S 40 B B ¢ 45 By 7 7

REZE2019F 12 A31 HILFE - SAZEUR
BRI BREE N, B T AR T SNE
BN L K SRR BISFT 2 FHENE S a0 T -

Fees Paid/Payable (HK$)

BRIEE R 2t EAERGET)
Audit Services ZERTE
— Annual audit —FEET 1,480,000
- Independent letter on continuing connected —BlABERESL SN
transactions T8 ST A% ERAM R 14 20,000
Non-audit Services IERZ ERT
— Review of interim results —EMP S 440,000
- Taxation services — BB ARTE 135,500
2,075,500

COMPANY SECRETARY

Ms. LEE Mei Yi (“Ms. LEE”) has been appointed as the Company’s
company secretary on 29 June 2018. Ms. LEE is an executive
director of Corporate Services of Tricor Services Limited, a global
professional services provider specializing in integrated business,
corporate and investor services. Mr. WONG Wai Ming, the
former Chief Financial Officer of the Company was designated
as the primary contact person at the Company which worked
and communicated with Ms. LEE on the Company’s corporate
governance and secretarial and administrative matters. On 1
January 2020, Ms. LEE has resigned and Ms. CHUNG Sau Ming
was appointed as the company secretary to take up the duties of the
company secretary.

All directors have access to the advice and services of the company
secretary on corporate governance and board practices and
matters.

During the year ended 31 December 2019, Ms. LEE has undertaken

not less than 15 hours of relevant professional training in compliance
with Rule 3.29 of the Listing Rules.
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SHAREHOLDERS’ RIGHTS

To safeguard shareholder’s interests and rights, separate resolution
should be proposed for each substantially separate issue at general
meetings, including the election of individual director.

All resolutions put forward at general meetings will be voted on by
poll pursuant to the Listing Rules and poll results will be posted on
the websites of the Company and of the Stock Exchange after each
general meeting.

CONVENING AN EXTRAORDINARY GENERAL MEETING
BY SHAREHOLDERS

Pursuant to Articles 58 of the Company’s Articles of Association, an
extraordinary general meeting shall be called by the Board on the
written requisition of any one or more shareholders of the Company,
provided that such shareholder(s) held 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. Such meeting shall be called for the transaction of any
business specified in the written requisition to the Board or the
Secretary of the Company; and 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 requisitionist(s) himself (themselves) may do so in the same
manner, and all reasonable expenses incurred by the requisitionist(s)
as a result of the failure of the Board shall be reimbursed to the
requisitionist(s) by the Company.

PUTTING FORWARD PROPOSALS AT GENERAL
MEETINGS

There are no statutory provisions granting the right to shareholders
to put forward or move new resolutions at general meetings under
the Cayman Islands Companies Law or the Articles of Association
of the Company. Shareholders who wish to move a resolution may
request the Company to convene a general meeting following the
procedures set out in the preceding paragraph.

0
TEREBRE

B SR AEF

RREBRRMEEEN  BRXE LS
ERBYUFEERIBERRER  BRED
ERIZES -

RERAGLREZMBRERSREL
MRAARRTRNETRR - MRERR
BRENEBRAGRNAR A LB
SN

HERREARRNFIRE

RBARBEHBERARFESBHMATE - I
REFRRGARADBERN—BRBER
RNEMBLHEFTSAR  EZFBR
RWERFRE BARFROHTEIRHTAR
RABERAGRERENDHEEA T2
— REERANAEETGAARAWE
RXMEBERTPEANEAEEEM
BARNE2%ZZREMMEARNET - Wi
ER-_T-HAREEEREEMAZAE
APE2 2R ALAIRFAGET AER S
MEZERKATHEEEERECRAAEM
EEEANAXEAARRREZERA
TEHER -

RERXE ERHRSE

RE BB AT ERAAVABERAA
T S R R AR TR
NRERDAFARRGEEEN - HF
DHARR 2 RR ARG LR REFE
SKAARBRBREAR -

Annual Report 2019 FERE

39



e Governance Report

I

PUTTING FORWARD ENQUIRIES TO THE BOARD

For putting forward any enquiries to the Board of the Company,
shareholders may send written enquiries to the Company.

Note: The Company will not normally deal with verbal or anonymous
enquiries.

CONTACT DETAILS

Shareholders may send their enquiries or requests as mentioned
above to the following:

Address: Unit No. 3, 18th Floor
Convention Plaza, Office Tower
No. 1 Harbour Road
Hong Kong
(For the attention of the Board of Directors/
Company Secretary)
Fax: 2587 1338

For the avoidance of doubt, shareholder(s) must deposit and send
the original duly signed written requisition, notice or statement,
or enquiry (as the case may be) to the above address, except for
the registered office of the Company, and provide their full name,
contact details and identification in order to give effect thereto.
Shareholders’ information may be disclosed as required by law.

COMMUNICATION WITH SHAREHOLDERS AND
INVESTORS

The Company considers that effective communication with
shareholders is essential for enhancing investor relations and
investor understanding of the Group’s business performance
and strategies. The Company also recognizes the importance of
transparency and timely disclosure of corporate information, which
will enable shareholders and investors to make the best investment
decisions.
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The general meetings of the Company provide a forum for
communication between the Board and the shareholders. The
Chairman of the Board as well as chairmen of the Nomination
Committee, Remuneration Committee and Audit Committee or,
in their absence, other members of the respective committees
and, where applicable, the chairman of the independent Board
committee, are available to answer questions at shareholder
meetings.

To promote effective communication, the Company maintains
a website at http://www.dragoncrown.com, where up-to-date
information and updates on the Company’s business operations
and developments, financial information and other information are
available for public access.

During the year under review, the Company has not made any
changes to its Articles of Association. An up to date version of
the Company’s Articles of Association is also available on the
Company’s website and the Stock Exchange’s website.

POLICIES RELATING TO SHAREHOLDERS

The Company has in place a Shareholders’ Communication Policy
to ensure that shareholders’ views and concerns are appropriately
addressed. The policy is regularly reviewed to ensure its effectiveness.

The Company has adopted a Dividend Policy on payment of
dividends. Depending on the financial conditions of the Company
and the Group and the conditions and factors as set out in the
Dividend Policy, dividends may be proposed and/or declared by the
Board during a financial year and any final dividend for a financial year
will be subject to the shareholders’ approval. Details of the Dividend
Policy have been disclosed on pages 42 to 56 of the Directors’
Report of this annual report.
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The Board has pleasure in presenting its report together with the
audited financial statements of Dragon Crown Group Holdings
Limited (the “Company”) and its subsidiaries (the “Group”) for the
year ended 31 December 2019.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details of
the principal activities of the principal subsidiaries are set out in note
1 to the financial statements. There were no significant changes in
the nature of the Group’s principal activities during the year.

RESULTS AND DIVIDENDS

The Group’s profit for the year ended 31 December 2019 and the
Group’s financial position at that date are set out in the financial
statements on pages 64 to 67.

An interim dividend of HK1.5 cents (2018: HK2.0 cents) per share
was paid on 27 September 2019.

The Company has adopted a Dividend Policy with effect from 20
December 2018. Subject to the relevant laws and the articles of
association of the Company, the Company, through a general
meeting, may declare dividends in any currency but no dividend shall
be declared in excess of the amount recommended by the Board.

Dividends may be declared and paid out of profit, or from any reserve
set aside from profits, share premium account or any other fund or
account which can be authorised for this purpose in accordance
with the Companies Law of the Cayman Islands and the articles of
association of the Company.

The Company’s ability to declare and pay dividends will depend on
the availability of dividends received from its subsidiaries, including its
subsidiaries in the PRC. For the purpose of declaration of dividend,
the amount which the Company and its subsidiaries can legally
distribute by way of dividend is reference to the profits as reflected in
their PRC statutory financial statements prepared in accordance with
PRC generally accepted accounting practices.
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Declaration of dividend is subject to the discretion of the Board,
taking into consideration of, among others, the following factors:

° operations and earnings;

° business development;

o capital requirements and surplus;

° market conditions and general financial conditions;

. contractual restrictions (if any); and

° any other factors that the Board consider appropriate.

Subject to the availability of the Company’s cash and distributable
reserves, investment requirements, cashflows and working capital
requirements and the approval of the shareholders of the Company,
where dividend is being declared in any particular financial year,
the total amount of payment shall be approximately 40% of any net
distributable profits derived from ordinary activities during such given
financial year.

The Board has recommended the payment of a final dividend of
HK1.0 cent (2018: HK2.0 cents) per share for the year ended 31
December 2019 to shareholders whose names appear on the
register of members of the Company at the close of business on
Monday, 1 June 2020. The proposed final dividend is subject to
the approval of the shareholders at the forthcoming annual general
meeting.

BUSINESS REVIEW

A review of the business of the Group for the year and a discussion
on the Group’s future business development and the principal risks
and uncertainties facing the Group are provided in the Management
Discussion and Analysis on pages 13 to 20 which form part of the
Directors’ Report. An analysis of the Group’s performance during
the year using financial key performance indicators is provided in the
Financial and Operating Highlights on page 2 which forms part of the
Directors’ Report but not part of the audited financial statements. No
important event affecting the Group has occurred since the end of
the financial year under review.

The Group is committed to supporting environmental sustainability.
Being an integrated service provider that specialized in the handling
and storage of liquid petrochemical products in the PRC, the Group
is subject to various environmental laws and regulations set by the
PRC national, provincial and municipal governments. These include
regulations on air and noise pollutions and petrochemical storage.
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During the year under review, the Group has complied with the
relevant laws and regulations that have significant impact on the
operations of the Group.

The Group recognises that our employees, customers and business
partners are the keys to our sustainable development. The Group
is committed to establishing a close and caring relationship with
our employees, providing quality services to our customers and
enhancing cooperation with our business partners.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group fulfils its social responsibilities of protecting the
environment by undertaking to promote social environmental
protection in our business routines and activities. We give due
consideration to environmental protection and conservation and
incorporates environmentally friendly practices and measures into
our daily course of business.

In accordance with Rule 13.91 of the Listing Rules, the Company wiill
publish an Environmental, Social and Governance (“ESG”) Report
within three months after the publication of this annual report in
compliance with the provisions set out in the ESG Reporting Guide
in Appendix 27 to the Listing Rules.

BANK BORROWINGS

Particulars of the bank borrowings of the Group as at 31 December
2019 are set out in note 25 to the financial statements.

SHARE CAPITAL
There was no movement in the share capital of the Company during

the year. Please refer to note 27 to the financial statements for
details.

PRE-EMPTIVE RIGHTS
There are no provisions for pre-emptive rights under the Articles of
Association or the laws of the Cayman Islands which would oblige

the Company to offer new shares on a pro rata basis to existing
shareholders of the Company.
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PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities during the
year.

DISTRIBUTABLE RESERVES

As at 31 December 2019, the Company’s reserves available for
distribution, calculated in accordance with the Companies Law of
the Cayman Islands amounted to HK$571.4 million (2018: HK$638.9
million), of which HK$12.2 million has been proposed as a final
dividend for the year. In accordance with the Companies Law of
the Cayman Islands, dividend may be paid out of the amount of
HK$553.9 million (2018: HK$553.9 million) of the Company’s share
premium account subject to a solvency test and the provisions of the
Company’s Memorandum and Articles of Association.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the total revenue to the Group’s top five customers
and largest customer accounted for 94.0% and 63.0% of the total
revenue for the year. The cost of services provided by the Group’s
top five suppliers and largest supplier accounted for 30.0% and
9.7% of the total cost of services for the year.

None of the directors or any of their associates or any shareholder
of the Company (which to the knowledge of the directors own more
than 5% of the Company’s issued share capital) had beneficial
interests in the Group’s top five suppliers or customers referred to
above.

Directors’

ME  RORNHEFLAFZLTES

RAFEE - AR ek EAEFNE QRS E
BE  BEIXHEERNRAZEF LEHES

] it 53 i o O

M2019F 12 A31H » AREIRIBEHASHS
NAVET A ER A H IR 2 FEEES. 714
B8 L (20184 : 6.389B B v ) » H A
1,220 88 LB R ERARNFEREARE -
BRIBEFSBESQRE  RETAARQRK
15 BHR4Y5.53918 87T (20184F : 5.53918
BT R - AR ENEIREARR
AR R E AR KA R 4 BN 2 B FTRR o

FRERRMUER

RAFE  REAEERARFPREAER
FPZRBBAEARFEBIKAZ94.0% &
63.0% ° REANEE R AHER R HAMHE
B2 RERE R A ARNFERIREKAZ
30.0% %.9.7% °

MEANAESTHEMEBRALHIEE
EEMABEAARAEHTIRASS A LZ
EABERN EAARENAAHEEHRE
Prhis A B amhkas o

Annual Report 2019 FERE

45



46

ir * Report
EEERE

DIRECTORS

The directors of the Company who were in office during the year and
up to the date of this report were:

Executive directors:
Mr. NG Wai Man (Chairman and Chief Executive Officer)
Mr. CHONG Yat Chin
Ms. CHAN Wan Ming

Independent non-executive directors:

Mr. LAU Sik Yuen

Mr. FENG Jianping

Mr. HOU Xiaoming (Appointed on 1 July 2019)
Mr. ZHU Wujun (Resigned on 1 July 2019)

Pursuant to Article 84(1) of the Articles of Association of the Company,
Ms. CHAN Wan Ming and Mr. LAU Sik Yuen are subject to retirement
by rotation at the forthcoming annual general meeting and, being
eligible, offer themselves for re-election.

In addition, pursuant to Article 83(3) of the Articles of Association
of the Company, Mr. HOU Xiaoming is subject to re-election at
the forthcoming annual general meeting and, being eligible, offers
himself for re-election.

The Company has received annual confirmations of independence

from each of its independent non-executive directors and at the date
of this report still considers them to be independent.
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DIRECTORS’ SERVICE CONTRACTS

Ms. CHAN Wan Ming has entered into a service contract with
the Company for a term of three years which commenced on
1 December 2010. Ms. CHAN has entered into a renewal contract
with the Company on 2 April 2014 for a term of three years effective
from 1 December 2013 and will continue thereafter for successive
one-year terms until terminated with three months’ notice in writing
served as the other party.

Mr. LAU Sik Yuen has renewed his service contract with the
Company for a term of one year effective from 1 December 2011
and will continue thereafter for successive one-year terms until
terminated with one month’s notice in writing served as the other

party.

Mr. HOU Xiaoming has entered into a service contract with the
Company for a term of one year effective from 1 July 2019 and will
continue thereafter for successive one-year terms until terminated by
either party thereto by giving to the other not less than one month’s
written notice.

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

PERMITTED INDEMNITY

Pursuant to the Company’s Articles of Association, the director
is entitled to be indemnified out of the assets and profits of the
Company against all actions, costs, charges, losses, damages
and expenses which he or she may sustain or incur in or about
the execution of his or her duties. To the extent provided that this
indemnity shall not extend to any matter in respect of any fraud or
dishonesty which may attach to any of the directors.

The Company has taken out insurance against the liability and costs
associated with defending any proceedings which may be brought
against directors of companies in the Group.

DIRECTORS’ INTEREST IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

Save as disclosed in the section headed “Connected Transactions”
in this report and note 33 (Related Party Transactions) to the financial
statements, no director nor a connected entity of a director had
a material interest, either directly or indirectly, in any transactions,
arrangements or contracts of significance to the business of the
Group to which the Company, its holding company, or any of its
subsidiaries or fellow subsidiaries was a party during the year.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 31 December 2019, the interests and short positions of
the directors and the chief executives of the Company in the
shares, underlying shares and debentures of the Company and
its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFQ”)) which have been
notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO, or which were recorded in
the register required to be kept pursuant to Section 352 of the SFO
or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code set out in Appendix 10 to the Listing
Rules were as follows:

(i) Interests in the shares of the Company

Personal
Name of directors interests
Espg BN
Mr. Ng Wai Man (“Mr. NG”) RERTETREE]D 125,354,000

Mr. Chong Yat Chin (‘Mr. CHONG”) ~ HBER&(THEED) 16,712,000

Ms. Chan Wan Ming REBLLT 184,000
Notes:
1. All interests of the directors in the shares of the Company were

long positions.

2. Mr. NG was the beneficial owner of all the issued share capital of
Lirun Limited (“Lirun”) and Sure Port Investments Limited (“Sure
Port”) and therefore was deemed to be interested in a total of
767,988,000 shares of the Company held by Lirun and Sure Port.
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Directors’

(i) Long positions in the shares of associated corporations of the iy RAERABEESEERMD Z 5

Company
Percentage of
existing issued
Name of Number of shares share capital
associated held in associated of the associated
Name of directors corporation Capacity corporation corporations
R EE RAEBEERAE
EEHE BB EE AR 514 FERAHE ERTRAEIL
Mr. NG Lirun Beneficial owner 40 100%
REHE pab:: EnEEA
Mr. NG Sure Port Beneficial owner 10 100%
REHE B IIE EnEEA

Save as disclosed above, as at 31 December 2019, none of the Br EaiBEFEESN - R2019F 12 A31H - &K
directors nor chief executives of the Company had any interests or NAEEREEBITHRABWERERRRH
short positions in any shares, underlying shares and debentures of HARESE B 2 ARG - HBERG RES
the Company or any of its associated corporations. FIESEERIOXE -
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INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL
SHAREHOLDERS

As at 31 December 2019, so far as was known to the directors of the
Company, the persons or corporations (other than directors or chief
executives of the Company) who had interests and 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 or as
otherwise naotified to the Company were as follows:

FERRZEGRNE

M2019F 12 A31H * EARBIESEAA
IEEATHBE (NIRRT EETKEETT
BAE) RARE 2R M AR5+ A
BREEN IR R E S KA E&DISE 336 158 T
FEELMEBNE ADQR 2R K
BT

Approximate
percentage of

Number of shares existing issued
or underlying shares share capital
Name of shareholders Capacity held in the Company of the Company
QB FrER G HAELARREEE#®
BRERE 14 AR A E A TRAEHNE DL
Lirun Beneficial owner®@ 751,488,000 61.56%
b BEmEBAC
Mr. Ng Dan Ching Beneficial owner 117,040,000 9.59%
RYE&RE BB A
Notes: BiE -

1. All interests of the substantial shareholders in the shares of the
Company were long position.

2. Mr. NG was the beneficial owner of all the issued share capital

of Lirun and therefore was deemed to be interested in a total of
751,488,000 shares of the Company held by Lirun.
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Save as disclosed above, as at 31 December 2019, the directors of
the Company were not aware of any other persons (other than the
directors of the Company whose interests are set out in the section
“Directors’ and chief executives’ interests and short positions in
shares, underlying shares and debentures” above) who held any
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.

SHARE OPTION SCHEME

A share option scheme was adopted on 23 May 2011 (the “Share
Option Scheme”) to provide incentives to eligible participants
(including employees, executives or officers, directors including
non-executive directors and independent non-executive directors,
advisers, consultants, suppliers, customers and agents of the
Company or any of its subsidiaries) for their contribution to the long
term growth of the Group and to enable the Company to attract and
retain high calibre employees. During the year, no share options were
granted, exercised or cancelled by the Company under the Share
Option Scheme. There were no outstanding share options under the
Share Option Scheme as at 31 December 2019.

DEED OF NON-COMPETITION

Each of the executive directors (collectively the “Covenantors”) have
entered into a Deed of Non-Competition in favour of the Company
(on behalf of itself and the Group) dated 23 May 2011 (the “Deed”).
Pursuant to the Deed, each of the Covenantors shall procure that
their respective associates shall not directly or indirectly engage in
any business in competition with the existing business activity of
the Group. Relevant information on the Deed was disclosed in the
Prospectus in the section headed “Relationship with Controlling
Shareholders”.

The Company has received confirmations from the Covenantors
of their compliance with the terms of the Deed. The Covenantors
declared that they have fully complied with the Deed for the year
ended 31 December 2019. The independent non-executive
directors have reviewed on the confirmations from the Covenantors
and concluded that the Deed has been complied with and has been
effectively enforced.
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CONNECTED TRANSACTIONS MEX S5

The Group conducted the following non-exempt continuing AEBRFRETUATIER I ERER
connected transactions during the year. 5 o

The table below sets out the annual caps and the actual transaction THREFYZEFIERRIFEZTHN2019F

amounts of those non-exempt continuing transactions in 2019: FELFELRERZHEE -
Annual cap Actual transaction amount
EEIR ERR 58
Approx. Approx.
e 8
Connected transactions Connected person (RMB'000) (HK$'000) (RMB'000) (HK$'000)
BEXS BEAL (AR&EFT) (Fi871) (AE®FT) (T
(A) 2018 Ningbo Storage Ningbo Free Trade Zone Dragon
Agreement (Renewed) Crown Chemical International
Trade Company Ltd.
(‘Ningbo FTZ Dragon Crown’)
NIBFERREFGR (EEHN)  BREHEEMCIER
B5ERAT
(I=RRH=RED]) 9,586 10,879 9,284 10,536
(B)  Ningbo Port Loading, Discharging  Ningbo Zhoushan Port Company
and Storage Agreement Limited Zhen Hai Gang Bu
Branch Company
(‘Ningbo Zhenha'’)
BB RS ERMUERHERAR
FEERARR ([EREE]) 4410 5,005 3,278 3,720
(A) 2018 Ningbo Storage Agreement (Renewed) (A) 2018 F 2R 17 ek (A 5T)
On 28 December 2018, Ningbo Ningxiang and Ningbo MR20184F 12 A28 H & &)
FTZ Dragon Crown entered into the 2018 Ningbo Storage IR REEET L 2018 FEF HETE
Agreement (Renewed), pursuant to which Ningbo Ningxiang = (EEF) - Bt EREARERN
agreed to provide Ningbo FTZ Dragon Crown with terminal and REBENERIEEAERRTRIEN
storage services at the Group’s terminal in Ningbo. The term REAEEE REFARTS © 2018 F =R
of the 2018 Ningbo Storage Agreement (Renewed) is for the i (ACEF)H2019 F1 A1HE
period of three years from 1 January 2019 to 31 December 202112 A31 HiL AH=% -
2021.
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Ningbo FTZ Dragon Crown is a wholly-owned subsidiary of
Dragon Crown Investments Limited which in turn is owned as
t0 98% by Mr. NG, a director and a controlling shareholder and
as to 2% by Mr. CHONG, a director. It is principally engaged in
trading of chemicals. According to the Listing Rules, Ningbo FTZ
Dragon Crown is an associate of Mr. NG and thus a connected
person. As Ningbo FTZ Dragon Crown is a connected person
of the Company, the transactions contemplated under the 2018
Ningbo Storage Agreement (Renewed) constitute continuing
connected transactions of the Company under Rule 14A.31 of
the Listing Rules.

The fees for the services provided are principally determined
by (i) the quantity of the liquid chemical products handled by
Ningbo Ningxiang; and (i) the period for the storage of the
liquid chemical products at the terminal. The price will be
negotiated and agreed between both parties with reference to
the market price and the management will take into account
the price range charged by other service providers for the
same services within the port. This is to ensure that the terms
offered by Ningbo FTZ Dragon Crown to Ningbo Ningxiang are
no less favourable than those offered by other independent
third parties in the ordinary course of business.

Ningbo Port Loading, Discharging and Storage Agreement

On 22 January 2019, Ningbo Ningxiang and Ningbo Zhenhai
entered into the Ningbo Port Loading, Discharging and
Storage Agreement, pursuant to which Ningbo Zhenhai
agreed to provide Ningbo Ningxiang with loading, discharging
and storage services at the terminal in Ningbo. The term of the
Ningbo Port Loading, Discharging and Storage Agreement is
for the period from 22 January 2019 to 31 December 2019.

Ningbo Zhoushan Port Company Limited (“Ningbo Port”) is
a substantial shareholder of Ningbo Ningxiang and Ningbo
Xinxiang, owning 40% equity interests in Ningbo Ningxiang
and Ningbo Xinxiang. Each of Ningbo Ningxiang and Ningbo
Xinxiang is deemed to be a subsidiary of the Company under
the Listing Rules by virtue of being a subsidiary undertaking as
defined in schedule 1 to the Companies Ordinance (Cap 622).
Ningbo Port, being a substantial shareholder of subsidiaries
of the Company, is considered as a connected person of the
Company under the Listing Rules. Ningbo Zhenhai, being
a branch company of Ningbo Port, is also considered as a
connected person of the Company under the Listing Rules.
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As Ningbo Zhenhai is a connected person of the Company,
the transactions contemplated under the Ningbo Port Loading,
Discharging and Storage Agreement constitute continuing
connected transactions of the Company under Rule 14A.31 of
the Listing Rules.

The fees payable by the Group to Ningbo Zhenhai for the
services provided are principally determined by (i) the quantity
of the liquid chemical products handled by Ningbo Zhenhai;
and (ii) the period for the storage of the liquid chemical
products at the terminal in Ningbo. The price will be negotiated
and agreed between both parties with reference to the market
price. The Group considered the following factors in order of
priority before the determination of the fees payable by the
Group to Ningbo Zhenhai under the Ningbo Port Loading,
Discharging and Storage Agreement:

i) Similar to Ningbo Zhenhai, Ningbo Ningxiang also
provides liquid chemical terminal and storage services
to its customers at the Group’s terminal in Ningbo.
Ningbo Ningxiang may purchase liquid chemical terminal
and storage service from third party suppliers of liquid
chemical terminal and storage services to meet the
demand from its customers from time to time. The
Group would ensure that the price payable by the Group
to Ningbo Zhenhai under the Ningbo Port Loading,
Discharging and Storage Agreement is more favorable
than the price offered by Ningbo Ningxiang to its
customers for the provision of liquid chemical terminal
and storage services with an acceptable profit margin.

ii) By obtaining quotations from not less than two
Independent Third Parties suppliers of liquid chemical
terminal and storage services at the terminals in Ningbo
in the ordinary and usual course of business, the Group
would ensure that the price payable by the Group
to Ningbo Zhenhai under the Ningbo Port Loading,
Discharging and Storage Agreement is no less favorable
than the market prices.
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Since the Group is under no obligation to enter into any actual
transaction under the Ningbo Port Loading, Discharging and
Storage Agreement unless it is satisfied that the price and
terms of the proposed transactions after considering the
above factors, the Directors believe that such procedures
can ensure that the transactions contemplated by the Ningbo
Port Loading, Discharging and Storage Agreement will
be conducted on normal commercial terms (including the
prices) or on terms no less favourable than those offered by
Independent Third Parties.

The independent non-executive directors of the Company have,
for the purpose of Rule 14A.55 of the Listing Rules, reviewed
the continuing connected transactions set out above and have
confirmed that these continuing connected transactions have
been entered into by the Group (i) in the ordinary and usual course
of its business; (i) on normal commercial terms or better; and (iii)
according to the agreement governing them on terms that are fair
and reasonable and in the interests of the Company’s shareholders
as a whole.

Pursuant to Rule 14A.56 of the Listing Rules, the Company’s
auditor was engaged to report on the Group’s continuing connected
transactions in accordance with Hong Kong Standard on Assurance
Engagements 3000 (Revised) “Assurance Engagements Other
Than Audits or Reviews of Historical Financial Information” and
with reference to Practice Note 740 “Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules”
issued by the Hong Kong Institute of Certified Public Accountants.
The auditor has not qualified its report in respect of the continuing
connected transactions disclosed above by the Group. A copy of the
auditor’s letter confirming the matters set out under Rule 14A.56 of
the Listing Rules has been provided by the Company to the Stock
Exchange.
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RELATED PARTY TRANSACTIONS

The details of the related party transactions are set out in note 33 to
the financial statements.

The Company confirms that in relation to the related party transactions
for the year ended 31 December 2019, it has complied with the
disclosure requirements in accordance with Chapter 14A of the Listing
Rules.

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the directors as at the latest practicable
date prior to the issue of this report, the Company has maintained
the prescribed public float under the Listing Rules.

AUDITOR

Ernst & Young will retire and a resolution for the reappointment as
auditor of the Company will be proposed at the forthcoming annual

general meeting.

By order of the Board

Ng Wai Man
Chairman & Chief Executive Officer

Hong Kong, 27 March 2020
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Independent Auditor’

EY:

TO THE SHAREHOLDERS OF DRAGON CROWN GROUP
HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Dragon
Crown Group Holdings Limited (the “Company”) and its subsidiaries
(the “Group”) set out on pages 64 to 173, which comprise the
consolidated statement of financial position as at 31 December
2019, and the consolidated statement of profit or loss, the
consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of
cash flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant accounting
policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2019, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”)
issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) and have been properly prepared in compliance
with the disclosure requirements of the Hong Kong Companies
Ordinance.

BASIS FOR OPINION

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

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

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

How our audit addressed KMHE TR
Key audit matter the key audit matter BRETER ERRETEE
Impairment assessment of accounts receivable JEY B3 89 8 (B A1
As at 31 December 2019, | We obtained an understanding MR2019F12A31H » | BB THRERRE
the Group recorded accounts | of management’s processes EEEFEREWER | AREREUERER
receivable of HK$30,918,000, | relating to the monitoring of 30,918,000 T ' 1hE | Z1EF °
which represented approximately | accounts receivable. EBREEEL10%
10% of the current assets of the VTEETRNEBEHEES
Group without any expected | Inassessing the adequacy of the B([FEHEEEE)E | R GEEEERS
credit loss (‘ECL”) allowance. The | ECL provision, we reviewed the B BERABYUEE | BEB 2Rz &
Group determines impairment | ageing analysis of the debtors TEBRBAELTERE | B ROARETE
losses by making debtor- | to identify potential collectability BEEEEERER | EARRRD TN

specific assessment of ECL for
credit impaired debtors and has
established a provision matrix
that is based on the Group’s
historical credit loss experience,
adjusted for forward-looking
factors specific to the debtors
and the economic environment
for the remaining group of
debtors.

The estimation of impairment
loss of accounts receivable
is based on the evaluation of
collectability and ageing analysis
of accounts receivable as well as
expectation of forward-looking
factors. A considerable amount
of judgement is required in
assessing the ultimate realisation
of these receivables, taking
into consideration the current
creditworthiness and the past
collection history of each debtor.
Accordingly, we identified this as
a key audit matter. Disclosures
for accounts receivable are
included in notes 4 and 21 to
the financial statements.

issues, reviewed data used in
management’s assessment of
default rates and assessed the
management’s assumptions
used in establishing the forward-
looking adjustments. In addition,
we discussed with management
about the status of significant
individual debtors’ balances and
management’s consideration of
the debtors’ specific profiles and
risks, reviewed settlement history
and assessed management’s
assumptions used to determine
the ECL provision. We also
requested direct confirmations
and considered receipts
subsequent to the year end.

We further considered the
adequacy of the Group’s
disclosures regarding the
estimation uncertainty involved in
determining the ECL provision.
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OTHER INFORMATION INCLUDED IN THE ANNUAL
REPORT

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the Annual Report, other than the consolidated financial
statements and our auditor’s report thereon.

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

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed,
we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to
report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

The directors of the Company are assisted by the Audit Committee

in discharging their responsibilities for overseeing the Group’s
financial reporting process.

Dragon Crown Group Holdings Limited #EFI&EEERAR A F

F IR A EL M E

BERRBEFAHHEMEERRE - HMEES
BEREFHRANER  BETEREERETER
R MBPIOZBEIRE -

SRR EE A

BFEEEHBHRERNOE
ZEEMEREREM

=8 0 IR
AR EEE s ©

BaRMHRAMBRERNET - HFIW
BEEEMERMES  HUBRT  EE
HEREE B aMBmRABFER
FHERETTRABAFEENEELT
EEAHERBANER - ERHFIE AT
M REFPRSEMEEFEERXR
R HMRBEREXEFTE - &5
E - BIFPEE ERERE

EEHASMBRERAARBNER

BERREFAABRBETEGINAER
(B EM B RE L) RBEB(RBE
R EREREBEEMT B NEAME
HE - WHERRBEERAMERROE
BIFERRKFERMEBNEAR
R RABIEHIR R

EREGEMBRER  BEARESFAE
AEERERBLENEN  YEERB
MTRBEESBEEFWNEE - UK E
AFEREREER BRIFEFEEHR
BEEEFBRAFILERLE  HPELMER
MBRTR -

BERRBEFHEEZZEGHYH T BRE
EEERENMBHRERRE



Independent Auditor’

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

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

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

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

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

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

° Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (continued)

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

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

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

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

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

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

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

The engagement partner on the audit resulting in this independent
auditor’s report is Chan Kam Yee.

Ernst & Young
Certified Public Accountants

22/F CITIC Tower
1 Tim Mei Avenue
Central, Hong Kong

27 March 2020
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Consolidated Statement of Profit or Loss
GelEmx

Year ended 31 December 2019

HE2019F 12 B31 HILFEE

2019 2018
Notes HK$’000 HK$’000
BaE FET FBT
REVENUE I'ON 6 229,849 262,491
Cost of services provided TR AR A AR (116,621) (118,619)
Gross profit EH 113,228 143,872
Other income HABYA 7 16,476 20,023
Gain on disposal of financial asset at HERAREFTAE
fair value through profit or loss mMEREENRZE 20 - 5,502
Administrative expenses THAX (46,149) (50,896)
Finance costs BLE AR 8 (8,735) (7,184)
Share of profits and losses of: FE(E R R E1E
Associate Gl /NE] (379) (369)
Joint ventures BEDE (2,086) 1,449
PROFIT BEFORE TAX BB AR 9 72,355 112,397
Income tax FTigHi 12 (26,900) (36,247)
PROFIT FOR THE YEAR FRERA 45,455 76,150
Attributable to: AT A&
Owners of the Company RARER A 38,787 66,930
Non-controlling interests Bl g T 6,668 9,220
45,455 76,150
EARNINGS PER SHARE KAREBA
ATTRIBUTABLE TO OWNERS OF EhRERAER
THE COMPANY (HK cents) (7&4il)
Basic and diluted AR R EE 14 3.18 5.48

64 Dragon Crown Group Holdings Limited ZEEEZERER A A



Consolidated Statement of Comprehensive Income

PROFIT FOR THE YEAR

OTHER COMPREHENSIVE LOSS

Other comprehensive loss that may be
reclassified to profit or loss in subsequent
periods:

Share of other comprehensive loss
of an associate

Share of other comprehensive loss
of joint ventures

Exchange differences related to
foreign operations

TOTAL COMPREHENSIVE INCOME
FOR THE YEAR

Attributable to:
Owners of the Company
Non-controlling interests

FRERF

Hit 2 &R
RIREMEAAET D EE
B EM 2 EEE
FEIE— RS AR EAD

EHEER

EIEAEhEEMEEER

BRBINEIRE X 5

FRAEEBALE

AT AL REIE
ZA/NCIEZZE DN
TR RS

SHETEHR=ER

Year ended 31 December 2019
HZE2019%F42 A31 BILFE

2019 2018
HK$’000 HK$'000
FHET AT
45,455 76,150
(310) (995)
(8,803) (27,252)
(10,507) (32,471)
(19,620 (60,718)
25,835 15,432
19,979 8,726
5,856 6,706
25,835 15,432
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31 -December 2019
2019442 A 31 H

NON-CURRENT ASSETS
Property, plant and equipment
Prepaid land lease payments
Right-of-use assets

Goodwil

Investment in an associate
Investments in joint ventures
Prepayments

Deferred tax assets

Total non-current assets

CURRENT ASSETS

Inventories

Accounts and bills receivables

Prepayments, deposits and other
receivables

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Other payables, accruals and
contract liabilities

Interest-bearing bank and
other borrowings

Tax payable

Total current liabilities

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES
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Consolidated Statement of Financial Position

Notes

B E

15
16
16
17
18
19
22
26

21

22
23

24

25

2019 2018
HK$°000 HK$’'000
FET TET
474,184 526,215
- 33,347

37,308 =
1,210 1,210
17,219 17,910
486,695 473,710
2,563 4,180
7,251 8,256
1,026,430 1,064,828
3,147 3,011
32,504 50,017
34,652 28,720
243,198 194,872
313,501 276,620
23,903 16,473
54,652 27,000
7,072 9,046
85,627 52,519
227,874 224,101
1,254,304 1,288,929




Consolidated Statement of Financial Position

NON-CURRENT LIABILITIES

Interest-bearing bank and
other borrowings

Contract liabilities

Deferred tax liabilities

Total non-current liabilities

NET ASSETS

EQUITY

Equity attributable to owners of the
Company

Share capital

Reserves

Non-controlling interests

TOTAL EQUITY

Ng Wai Man
RER
Director

EF

FRBAE
A ERITREMEER

BHERE
EERRIE
FRBAERE
BERE

R
RATHER ARG ER

(&N
G

FEiZIR AR

REEAE

e SRR =

31 December 2019
2019 12731 H

2019 2018
Notes HK$’000 HK$’000
liEss FHET FAT
25 148,441 148,500
24 26,461 32,089
26 3,394 4,432
178,296 185,021
1,076,008 1,103,908
27 122,063 122,063
29 908,825 931,631
1,030,888 1,053,694
45,120 50,214
1,076,008 1,103,908
Chong Yat Chin
HAE
Director
-
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Consolidated Statement of Changes in Equity
reRmP R

Year.ended 31 December 2019
HZE2019F 12 B31 AILFE

Attributable to owners of the Company

FTARRARE
Exchange Non-
Share Share  Reserve Capital ~ fluctuation ~ Retained controling Total
capital ~ premium funds* resene resenve profits Total  interests equity
i EfRE

LS Vi B HAGR BF  REEN B FEMER  BafE
Notg HKS000  HKS000  HKSOO0  HKSO00  HKSO0D  HKSO0  HKS000  HKSOO0  HKS00
et TRt TR TR TR TR A Thn TR TR
(note 29 (note )  (note 29(i)
(Festoog)  (Hsboofl)  (hsseomgi)

At January 2019 R010E1 718 122,063 553,008 15,402 0407 895 302,055 1,083,604 50244 1,103908
Proftfor the year g - - - - - 3,767 3,767 6,668 15455
Other comprehensiv oss or e year EMERRESE:
Share of ot comprefiensieloss Eif-FRe0AE
of an associle 2EEE - - - - (310) - 310) - 310)
Shareofoter comprefenshie oss Eliaetsaf
ofjoint venures 2EEE - - - - (6503 - (8503 - 6503
Exchenge ifeences reted o foregn BRRERN
aperations ExzE - - - - (0,6%) - 0699) B (050
Totd comprehensie ncomelloss for heyear SRR/ (5E) 48 - - - - (iB%e 7T 19919 5% %58%
Aooropraton o sttty resene BEied - - 73 - - %) 63 8 -
Finl 2018 vidend N18ERHRE 18 - - - - B/ I/ - U
i 219 nioERERe 13 - - - - -0y (e - (8
Dhicend declyed onon-controling meress S FEIEERiER 2K 8 - - - - - - S 11 T ]
At 31 December 2019 A019E12731R 122,063 553908 16,075 0407 (0049 3.24% 1030868 4120 1,076,008
* The reserve funds include the share of reserves of an associate and * HHEECERELM —HBELARRA
joint ventures of HK$4,913,000 (2018: HK$4,809,000). B REEEL 913,000 5T (20184

4,809,000 7T) °

*  These reserve accounts comprise the consolidated reserves of * ZERERREESREMBMRREA
HK$908,825,000 (2018: HK$931,631,000) in the consolidated K45 & B4 #5908,825,000/% 7T (20184
statement of financial position. 931,631,000/87T) ©
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At January 2018
Proft for the year
Other comprefensie loss for the year
Share of other comprefensive oss
0fen associle
Share of other comprehensive oss
ofjoint ventures
Exchange diferences reated o foregn
Operafions

Total comprefiensive income/{oss) for the year
Approprition o stautory resenve

Final 2017 dhidend

Interin 2018 dhicend

Dividend declared to non-confrllng nferests

At31 December 2018

Note
it

RO018E1 A1

ERRENN/ (FR)EE
BEtRER
DITERERE

Ni8ERARE 13
EREHERERZRE

R01eE2A3A

Attioutable fo owners of the Company

Year ended 31 December 2019
HZE2019%F42 A31 BILFE

FAARBARK
Exchange Non-
Shre Share  Resene Captdl ~ fucluafon ~ Refained contoling Totd
captd — premium funds’ fesene fesene profts Total inerests equty
B xRS

k5 RiEE B AhER B REEN B FPREE  BRUE

HBO0  HRSO00  HRGOD  HKSOO0  HKSO00  HKSOOD  HKSOOD  HKSOO0  HKSOWD

Tt A TR TR TAn  TAr  TAr  TAr TAn

Mo 2] (rote2)  (rote 29f)
(iom) (o) (hoom)

1208 553908 14,208 0400 67163 09919 1,087.806 51616 113044
= = = = 66,930 66,930 920 76,150
= = = (0% = (0% = (%)
- - - (2125 - (21250 - (21250)
= = - (2997 - 2997 oty (@dn)
- - - (08.204) 66,930 8726 6,706 15432
- 1,116 - - (123 (116) 116 -
- - - - (18309 (18309 - (18.309)
- - - - a4y - 4413
i - - - - - 6226) (6.226)

1200 308 5t 24 §oB0" %t 10536 50214 1103908
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= S =
GERERER
Year.ended 31 December 2019
HZE20195 12 431 HILFE

CASH FLOWS FROM OPERATING
ACTIVITIES

Profit before tax

Adjustments for:

Finance costs

Bank interest income

Loan interest income

Depreciation of property, plant and
equipment

Depreciation of right-of-use assets

Amortisation of prepaid land lease
payments

Loss on disposal of items of property,
plant and equipment

Share of profits and losses of:
Associate
Joint ventures

Gain on disposal of financial asset at fair
value through profit or loss

Decrease/(increase) in inventories

Decrease/(increase) in accounts and bills
receivables

Decrease in prepayments, deposits and
other receivables

Increase in other payables, accruals and
contract liabilities

Cash generated from operations
Tax paid
Interest paid

Net cash flows from operating activities

REEHEE
ZEERE
BT B

FLA N B IR

BERA

RITABHA

B BHA

W% - BERRETE

EREEENE
BN LTS B

BREYF  BEK
RiBEE B8

FEEE N R E1R
NG

BEME

BEZEAAERARS
B BB R ek

FER L, (1800

RUERR R R B,
(380

B e REME
WREm

HAEMNFOR - Bt E
RRkaKaEEM

REMBRE
E#HIA
ERHE

REZPABHTRE
R

Dragon Crown Group Holdings Limited #EFI&EEERAR A F

Consolidated Statement of Cash Flows

Notes

FeE

16(c)

2019 2018
HK$’000 HK$'000
FET T
72,355 112,397
8,735 7,184
(4,167) (2,905)
(10,115) (10,971)
51,451 53,832
3,673 -
- 939
3,084 2,087
379 369
2,086 (1,449)
- (5,502)
127,481 155,981
(190) 90
16,885 (9,532)
3,063 318
2,633 33,641
149,872 180,498
(28,678) (40,922)
(232) -
120,962 139,576




CASH FLOWS FROM INVESTING
ACTIVITIES
Purchases of items of property,
plant and equipment
Proceeds from disposal of items
of property, plant and equipment
Capital injections to a joint venture
Decrease/(increase) in loans to
a joint venture
Interest received
Dividends received from joint ventures
Proceeds from disposal of financial asset
at fair value through profit or loss

Net cash flows from/(used in)
investing activities

CASH FLOWS FROM FINANCING
ACTIVITIES

New bank loans

Repayment of bank loans

Dividends paid

Dividends paid to non-controlling interests

Principal portion of lease payments
Interest paid

Net cash flows used in financing activities

Consolidated Statement of C

GERERER
Year ended 31 December 2019
HZE 2019512 A 31 BILFfE

Notes

B =E

REZHEL
ZREHRE
BEWE  BE
®EEE
BREWE - BERE
IBH 2358
m—AEEREEE 19
WA (g m—fEE
EEEREZER
B IF S
Bl AEERE
BRERANEF ABE
NEREEL
FT{S 5 IA 20

KREEBE, (FTA)
e neFH

BMEEHEE

ZHRERE

FMIGIRTTE
BERITER

EfAE
SN T IR

iy 3=}
SNHEERSED 16(c)
ERNHE

BERPARS

3% B3
MEFE

WS

2019 2018
HK$’000 HK$'000
FHET FHT
(9,824) (4,736)
251 20

- (46,586)
(28,702) 51,099
4,167 2,905
9,430 -
- 46,702
(24,678) 49,404
50,000 150,000
(28,000) (201,500)
(42,722) (42,722)
(11,013) (17,866)
(2,667) -
(7,503) (8,767)
(41,905) (120,855)
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= S =
GERERER
Year.ended 31 December 2019
HZE20195 12 431 HILFE

NET INCREASE IN CASH AND
CASH EQUIVALENTS

Cash and cash equivalents
at beginning of year

Effect of foreign exchange rate changes,
net

CASH AND CASH EQUIVALENTS
AT END OF YEAR

ANALYSIS OF BALANCES OF
CASH AND CASH EQUIVALENTS

Cash and bank balances

Time deposits with original
maturity of less than three
months when acquired

Cash and cash equivalents as
stated in the consolidated
statement of cash flows

RERBRLSEEY
HnFE

REYZRE R
ReEEY

EXBHUTE TR

RERZRE
REEZEEY

RERRESEEY
BT

B RIRTTHER
BERGEREZHE
PR=EAZ
EMEFR

FIREARERER
ZHRERBREEEY

Dragon Crown Group Holdings Limited #EFI&EEERAR A F

Consolidated Statement of Cash Flows

Notes

B e

23

23

2019 2018
HK$'000 HK$'000
TR THAT
54,379 68,125
194,872 127,245
(6,053) (498)
243,198 194,872
70,574 91,005
172,624 103,867
243,198 194,872




Notes to Financial St nts

CORPORATE AND GROUP INFORMATION

Dragon Crown Group Holdings Limited (the “Company”) was
incorporated on 16 July 2010 as an exempted company
with limited liability under the Companies Law of the Cayman
Islands. The address of its registered office is Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-
1111, Cayman Islands. The address of its principal place of
business in Hong Kong is Unit No.3, 18th Floor, Convention
Plaza, Office Tower, No.1 Harbour Road, Hong Kong. The
Group is principally engaged in terminal storage and the
handling of liquid petrochemicals.

In the opinion of the directors of the Company, the ultimate
holding company of the Company is Lirun Limited, which is
a limited liability company incorporated in the British Virgin
Islands (the “BVI”).

Information about subsidiaries

Particulars of the Company’s principal subsidiaries as at 31
December 2019 are as follows:

Place of Issued

incorporation/ ordinary/

registration registered

Name and business share capital
i/ BE:)

£ AR EBLE L8/ 2R
Ocean Ahead Limited" BVI/Hong Kong US$100
AREBREE/ AR 10057

Eaford Investments Limited* BVI/Hong Kong US$1
RIRERRAR ABURREE/BE %7
Dragon Bussan International Limited Hong Kong Ordinary US$600,000
EAEBR AT Bk Non-voting deferred
1US$900,000 (note g)

L121R600,000% T

ERZEET

#%900,0003 7

(Fska)

A SR M =

31 December 2019
2019 12731 H

AREBEN

EASEERARARA(TAREF])
RIERASE S A RVEN2010F7A16
BEMA L RE#REERAF - K
N a) sl 3 E B A Cricket Square,
Hutchins Drive, P.O. Box 2681,
Grand Cayman KY1-1111, Cayman
Islands ° ZAQ AR B £ 2L S S
R BEBBEEIRERESHAKN
B18I3E - AEETIZNEREA
e S SRET MERIR RS -

ARABEERR » ARRREKEZERA
BAIRRRBEBARES ((REERAR
BB EMRIZEREEIRARAE
BRAF]

ERNBARZESR

ARATNR2019512 A31 HHy =

BRARFBNT
Percentage
of equity
attributable to
the Company Principal activities
ARAEERE
Ak TEXK
Direct Indirect
E# 3
100 - Investment holding
RETER
= 100 Investment holding
REER
- 100 Investment holding
and provision of
marketing services
REERRRES
RS
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31 -December 2019
2019442 A 31 H

o Financial Statements

1. CORPORATE AND GROUP INFORMATION (continued)

Information about subsidiaries (continuead)

Particulars of the Company’s principal subsidiaries as at 31
December 2019 are as follows: (continued)

Name

R

Dragon Crown Petrochemicals
Terminal (Holdings) Limited
EARIREE(&E) ARAR

Dragon Source Industrial Limited
EMTARAT

Nanjing Dragon Crown Liguid
Chemical Terminal Company
Limited (‘NJDC")*

BRERR THEER
BRAR (ERER])

QOcean Access Investments Limited

BRERARAR

Overseas Hong Kong
Investment Limited

BIEERERRAA

Place of
incorporation/
registration
and business
a7 AV
AR EB L

Hong Kong
Bk

Hong Kong
&6

The People’s Republic
of China (‘PRC")/
Mainland China
hEARLA
(ThEl]) /B

Hong Kong
Bt

Hong Kong
B

Issued
ordinary/
registered
share capital
BE#fT

LR /iR

Ordinary US$26,600,000
Non-voting deferred
US$500,000 (note a)

£81726,600,000% T
ERFEEL
#R500,000% 7z (fika)

Ordinary HK$26,000,000
Non-voting deferred
HK$2,000,000 (note a)
£1301726,000,000/57C
ERFEEL
12,000,000 (BizFa)

US$52,254,820
52,254,820 T

HKS$1
A7

HK$10,000
10,0007

Dragon Crown Group Holdings Limited #EFEEZERAR A F

DRAREEER (F

FHENEARZERN B

ARATIR2019F12 A31 AR = E K
BRRFBWT : (&

Percentage
of equity
attributable to
the Company
RAEEIRE
BAl
Direct Indirect

E& [

= 100

= 90.01

Principal activities

IERH

Investment holding and
provision of finance and
management services

RERRRREMHEN
ERRE

Investment holding and
provision of accounting
services

REBRRRHE R

Terminal storage and
handling of liquid
chemicals

RE(ERBRREREE

Investment holding and
provision of administrative
and technical services

RARRRRE
BB R

Investment holding and
provision of business
development service

REBRRERRBRRRS



2.1

Notes to Financial St

CORPORATE AND GROUP INFORMATION (continuead)

Information about subsidiaries (continued)

Subsidiaries whose statutory financial statements have not
issued by Ernst & Young, Hong Kong or another member firm
of the Ernst & Young global network.

(@) The non-voting deferred shares do not entitle the holders
thereof to receive notice of or to attend or vote at any general
meeting of the respective companies. The holders of the non-
voting deferred shares are not entitled to any dividends. On a
winding-up, the holders of the non-voting deferred shares are
entitled, out of the surplus assets of the respective companies,
to a return of the capital paid up on the non-voting deferred
shares held by them to one half of the balance after a total
sum of HK$100,000,000,000,000 has been distributed in such
winding-up in respect of the ordinary shares of the respective
companies.

The above table lists the subsidiaries of the Company which,
in the opinion of the directors, principally affected the results
for the year or formed a substantial portion of the net assets
of the Group. To give details of other subsidiaries would, in
the opinion of the directors, result in particulars of excessive
length.

BASIS OF PREPARATION

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) (which include all Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards (“HKASs”) and
Interpretations) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”), accounting principles
generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies Ordinance. They
have been prepared under the historical cost convention.
These financial statements are presented in Hong Kong
dollars and all values are rounded to the nearest thousand
except when otherwise indicated.

2.1

nts
B TRk B =

31 December 2019
2019 12731 H

RAREHEER (E

HFHENEARZERN (B

* ME R RHEEM B IMERILIEME
B LK BT BN = P S 22 K B R A8
ARE MR B AR FEE -

BAENBRERBRRRRREE
AR FEERRRAREHNE LR
R BRERECKROFE AEE
WERERIAS © BRRE @ ERE
BEEERMNFBEA  BREEEHEA
AABEET BREFEATH
BREFERCROBR ZBAN @ &
ZRIFERRREMA RN EEKRS
Ik #%8100,000,000,000,000/8 TT1&
BB =D Z— °

BEERR LREM2ARTHMBER
AEBHAFEREEETZENEK
AEBAFDEEFE - EERR
EROLEMME AR BEBRT &
FHBRITTR -

RBERE

ZEPBRRIDBBEREGAE
([BEEEAE ) Bh 2 BENE
HEE([FREFBHREER ] (B
EERBYBHREER - BB G
EA([EEEHER]) k) &
BRREFRAREE ARG H
BREMRE - XFVHERKRIIIRE
SERRAERIRE - AR B RS - %
FHMBHRIABITEY - MBS
YRBRERZOTAET °
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Financial Statements

31 -December 2019
2019442 A 31 H

2.1

BASIS OF PREPARATION (continued)

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December
2019. A subsidiary is an entity (including a structured entity),
directly or indirectly, controlled by the Company. Control
is achieved when the Group is exposed, or has rights, to
variable returns from its involvement with the investee and has
the ability to affect those returns through its power over the
investee (i.e., existing rights that give the Group the current
ability to direct the relevant activities of the investee).

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

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

(b)  rights arising from other contractual arrangements; and

(c) the Group’s voting rights and potential voting rights.

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

Dragon Crown Group Holdings Limited #EFEEZERAR A F

2.1
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2.1

Notes to Financial St

BASIS OF PREPARATION (continued)

Basis of consolidation (continued)

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

The Group reassesses whether or not it controls an investee
if facts and circumstances indicate that there are changes
to one or more of the three elements of control described
above. A change in the ownership interest of a subsidiary,
without a loss of control, is accounted for as an equity
transaction.

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary,
(i) the carrying amount of any non-controlling interest and (iii)
the cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, (i)
the fair value of any investment retained and (i) any resulting
surplus or deficit in profit or loss. The Group’s share of
components previously recognised in other comprehensive
income is reclassified to profit or loss or retained profits, as
appropriate, on the same basis as would be required if the
Group had directly disposed of the related assets or liabilities.

2.1

nts
B TRk B =

31 December 2019
2019 12731 H
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o Financial Statements
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31 -December 2019
2019442 A 31 H

22 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

The Group has adopted the following new and revised
HKFRSs for the first time for the current year’s financial
statements.

Amendments to
HKFRS 9

Prepayment Features with Negative
Compensation

HKFRS 16 Leases

Amendments to Plan Amendment, Curtailment or

HKAS 19

Amendments to
HKAS 28

HK(IFRIC)-Int 23

Settlerment

Long-term Interests in Associates
and Joint Ventures

Uncertainty over Income Tax

Treatments

Annual Improvements  Amendments to HKFRS 3, HKFRS
to HKFRSs 2015- 11, HKAS 12 and HKAS 23
2017 Cycle

78 Dragon Crown Group Holdings Limited ZE&EEIZERER A A
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Notes to Financial St nts

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

Except for the amendments to HKFRS 9 and HKAS 19, and
Annual Improvements to HKFRSs 2015-2017 Cycle, which
are not relevant to the preparation of the Group’s financial
statements, the nature and the impact of the new and revised
HKFRSs are described below:

HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-
Int 4 Determining whether an Arrangement contains
a Lease, HK(SIC)-Int 15 Operating Leases-Incentives
and HK(SIC)-Int 27 Evaluating the Substance of
Transactions Involving the Legal Form of a Lease. The
standard sets out the principles for the recognition,
measurement, presentation and disclosure of leases
and requires lessees to account for all leases under
a single on-balance sheet model to recognise and
measure right-of-use assets and lease liabilities, except
for certain recognition exemptions. Lessor accounting
under HKFRS 16 is substantially unchanged from
HKAS 17. Lessors continue to classify leases as either
operating or finance leases using similar principles
as in HKAS 17. Therefore, HKFRS 16 did not have
any financial impact on leases where the Group is the
lessor.

The Group has adopted HKFRS 16 using the modified
retrospective method with the date of initial application
of 1 January 2019. Under this method, the standard
has been applied retrospectively with the cumulative
effect of initial adoption recognised as an adjustment
to the opening balance of retained profits at 1 January
2019, and the comparative information for 2018 was
not restated and continued to be reported under HKAS
17 and related interpretations.

A SR M =

31 December 2019
2019 12731 H
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Financial Statements

31 -December 2019
2019442 A 31 H

22 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continuead)

@)

(continued)

New definition of a lease

Under HKFRS 16, a contract is, or contains, a lease
if the contract conveys a right to control the use of an
identified asset for a period of time in exchange for
consideration. Control is conveyed where the customer
has both the right to obtain substantially all of the
economic benefits from use of the identified asset and
the right to direct the use of the identified asset. The
Group elected to use the transition practical expedient
allowing the standard to be applied only to contracts
that were previously identified as leases applying HKAS
17 and HK(IFRIC)-Int 4 at the date of initial application.
Contracts that were not identified as leases under
HKAS 17 and HK(IFRIC)-Int 4 were not reassessed.
Therefore, the definition of a lease under HKFRS 16 has
been applied only to contracts entered into or changed
on or after 1 January 2019.

Dragon Crown Group Holdings Limited #EFEEZERAR A F

22 EFBESBRMEGE)
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HENHER
REEBVHEREERE6
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Notes to Financial St nts

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

@)

(continued)

As a lessee - Leases previously classified as
operating leases

Nature of the effect of adoption of HKFRS 16

The Group has lease contracts for buildings and
structures. As a lessee, the Group previously classified
leases as either finance leases or operating leases
based on the assessment of whether the lease
transferred substantially all the rewards and risks of
ownership of assets to the Group. Under HKFRS 16,
the Group applies a single approach to recognise and
measure right-of-use assets and lease liabilities for all
leases, except for elective exemption for leases with a
lease term of 12 months or less (“short-term leases”)
(elected by class of underlying asset). Instead of
recognising rental expenses under operating leases on
a straight-line basis over the lease term commencing
from 1 January 2019, the Group recognises
depreciation of the right-of-use assets and interest
accrued on the outstanding lease liabilities (as finance
costs).
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22 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continuead)

@)

(continued)

As a lessee - Leases previously classified as
operating leases (continued)

Impact on transition

Lease liabilities at 1 January 2019 were recognised
based on the present value of the remaining lease
payments, discounted using the incremental borrowing
rate at 1 January 2019 and included in interest-bearing
bank and other borrowings. The right-of-use assets
were measured at the amount of the lease liability,
adjusted by the amount of any prepaid or accrued
lease payments relating to the lease recognised in the
statement of financial position immediately before 1
January 2019.

All these assets were assessed for any impairment
based on HKAS 36 on that date. The Group elected
to present the right-of-use assets separately in the
statement of financial position. This includes the lease
assets of HK$34,305,000 that were reclassified from
prepaid land lease payments.

The Group has used the following elective practical
expedient when applying HKFRS 16 at 1 January 2019:

o Applying the short-term lease exemptions to
leases with a lease term that ends within 12
months from the date of initial application
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22 CHANGES IN ACCOUNTING POLICIES AND 22 BFBEREHREEZE

DISCLOSURES (continued)

(@)  (continued) @ (&

EREBA- AT BEREE
HEHHEEE)

As a lessee - Leases previously classified as
operating leases (continued)

Financial impact at 1 January 2019 2019F1 A1 BRI IS &

HR2019%1 A1 B ERAE B
TR SR 165 M EER

The impact arising from the adoption of HKFRS 16 at 1
January 2019 was as follows:

20K -
Increase/
(decrease)
#m, ()
HK$’000
FExT
Assets EE
Increase in right-of-use assets 5 AREE EE M 39,917
Decrease in prepaid land lease payments TEfF T Hb AR 20 (33,347)
Decrease in prepayments, deposits and other AR - e REAMER
receivables SRIE R A (958)
Increase in total assets EEMAEE N 5,612
Liabilities =
Increase in interest-bearing bank and other FTESRITREMEEE IR
borrowings and increase in total liabilities B ERERE N 5,612

Reserves
Change in retained profits

(E1i]
REEMEF
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22 CHANGES IN ACCOUNTING POLICIES AND 22 BIBEREHREEE

DISCLOSURES (continuead)

(@  (continued) @ (&)
As a lessee - Leases previously classified as ERERBEA-EApEARE
operating leases (continued) HEnwHEE (@)
The lease liabilities as at 1 January 2019 reconciled to R2019F1 A1 HEEER
the operating lease commitments as at 31 December MR2018F12 A1 HZ &L E
2018 are as follows: EEHRAT
HK$’000
FET
Operating lease commitments as at 31 A20185F 12531 H 2 R EHERIE
December 2018 18,335
Less: Commitments relating to short-term B BRI & KR N A AR
leases and those leases with 201912 A31 B3k 2 A4 1E
a remaining lease term ended on or HHE B B ay
before 31 December 2019 (12,395)
5,940
Weighted average incremental borrowing R2019%1 A1H Z EFHIE
rate as at 1 January 2019 BRI = 3.73%
Discounted operating lease commitments  A2019F1H1H 2B BB K
and lease liabilities as at 1 January 2019 HERERHEESRE 5,612
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

)

Amendments to HKAS 28 clarify that the scope
exclusion of HKFRS 9 only includes interests in an
associate or joint venture to which the equity method
is applied and does not include long-term interests
that in substance form part of the net investment in
the associate or joint venture, to which the equity
method has not been applied. Therefore, an entity
applies HKFRS 9, rather than HKAS 28, including the
impairment requirements under HKFRS 9, in accounting
for such long-term interests. HKAS 28 is then applied
to the net investment, which includes the long-term
interests, only in the context of recognising losses of
an associate or joint venture and impairment of the net
investment in the associate or joint venture. The Group
assessed its business model for its long-term interests
in a joint venture upon adoption of the amendments
on 1 January 2019 and concluded that the long-term
interests in a joint venture continued to be measured
at amortised cost in accordance with HKFRS 9.
Accordingly, the amendments did not have any impact
on the financial position or performance of the Group.
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22 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continuead)

(©

HK(IFRIC)-Int 23 addresses the accounting for income
taxes (current and deferred) when tax treatments
involve uncertainty that affects the application of HKAS
12 (often referred to as “uncertain tax positions”).
The interpretation does not apply to taxes or levies
outside the scope of HKAS 12, nor does it specifically
include requirements relating to interest and penalties
associated with uncertain tax treatments. The
interpretation specifically addresses (i) whether an entity
considers uncertain tax treatments separately; (i) the
assumptions an entity makes about the examination of
tax treatments by taxation authorities; (i) how an entity
determines taxable profits or tax losses, tax bases,
unused tax losses, unused tax credits and tax rates;
and (iv) how an entity considers changes in facts and
circumstances. Upon adoption of the interpretation,
the Group considered whether it has any uncertain
tax positions arising from the transfer pricing on its
intergroup sales. Based on the Group’s tax compliance,
the interpretation did not have any impact on the
financial position or performance of the Group.
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Notes to Financial St

ISSUED BUT NOT YET EFFECTIVE HONG KONG 2.3
FINANCIAL REPORTING STANDARDS

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

Amendments to Definition of a Business’
HKFRS 3

Amendments to Interest Rate Benchmark Reform’
HKFRS 9, HKAS

39 and HKFRS 7

nts
B TRk B =

31 December 2019
2019 12731 H

CHEMERMREM BB BRE
b3

AEEHARZFMHHRRERAT
EEME R ARERZ ] REERTE
BTG E R o

Amendments to
HKFRS 10 and
HKAS 28 (2011)

HKFRS 17

Amendments to

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

Insurance Contracts?

Definition of Material’

EBYTIERELER EHEZEHE
EIRIERT

EBYIRE LR FIEEENE
FO5 - BAAEE
=R S5 3058 K
BB RS E
B 75%E5]

ERBYIEREER REZHR
B ESE NI EI g
SRS 285k BRFIRTE
(2011F)EET EME)F

ﬁs

ERYIERELER]  REASAP
175k

EBEERE1  BEAZFESE

HKAS 1 and HKAS 8

U Effective for annual periods beginning on or after 1 January

2020

2 Effective for annual periods beginning on or after 1 January
2021

8 No mandatory effective date yet determined but available for
adoption

Further information about those HKFRSs that are expected to
be applicable to the Group is described below.

HEEBEE
A 8IRIEFT

U R2020F1 1Bz B FABZFE
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ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (continued)

Amendments to HKFRS 3 clarify and provide additional
guidance on the definition of a business. The amendments
clarify that for an integrated set of activities and assets to be
considered a business, it must include, at a minimum, an
input and a substantive process that together significantly
contribute to the ability to create output. A business can exist
without including all of the inputs and processes needed to
create outputs. The amendments remove the assessment
of whether market participants are capable of acquiring the
business and continue to produce outputs. Instead, the
focus is on whether acquired inputs and acquired substantive
processes together significantly contribute to the ability to
create outputs. The amendments have also narrowed the
definition of outputs to focus on goods or services provided to
customers, investment income or other income from ordinary
activities. Furthermore, the amendments provide guidance
to assess whether an acquired process is substantive and
introduce an optional fair value concentration test to permit a
simplified assessment of whether an acquired set of activities
and assets is not a business. The Group expects to adopt
the amendments prospectively from 1 January 2020. Since
the amendments apply prospectively to transactions or other
events that occur on or after the date of first application, the
Group will not be affected by these amendments on the date
of transition.

Dragon Crown Group Holdings Limited #EFEEZERAR A F

23

EEMERNRER 2 EBMBRE
R (&)

BB B R EERIEIRIEFTHER
BIE R EE RIREREIMNES| - ZIBET
R ETE R REEMAEGEA
—E%7% - WEEDBF-IBERK
AR—IEEERIE - MAENALNE
EELMENBENER - 5277
EHABBRAEELMENMEEIR
BARIBRE - ZIEFTBRE IS E
ERTAENWEEBL AR
ELmRE - BAERETATESH
BIREARE L B2 R K E
HEENBEERNER - ZIBFIIFE K
EFENNERHE  SHEIARF
RENEMRY - RERAZBE
TEENEAEMEMWA o I - ZIEF
MEHEAE AT EAESHBERSE
AHFES| - WIS QAT EEEPEA
HEIE - A FTH ARG —IEEEA
BEMAERETBNEBETE(LET
i - AEBETEHIH2020F 1 51 H BRI
WEM RN ZEEE] - BN EBEITR
HEARE R EAB B s gL
RFEMEMF - HAKERBE B

HIR A RAFERIRE -



23

Notes to Financial St

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

Amendments to HKFRS 10 and HKAS 28 (2011) address an
inconsistency between the requirements in HKFRS 10 and
in HKAS 28 (2011) in dealing with the sale or contribution of
assets between an investor and its associate or joint venture.
The amendments require a full recognition of a gain or loss
when the sale or contribution of assets between an investor
and its associate or joint venture constitutes a business. For a
transaction involving assets that do not constitute a business,
a gain or loss resulting from the transaction is recognised in
the investor’s profit or loss only to the extent of the unrelated
investor’s interest in that associate or joint venture. The
amendments are to be applied prospectively. The previous
mandatory effective date of amendments to HKFRS 10 and
HKAS 28 (2011) was removed by the HKICPA in January
2016 and a new mandatory effective date will be determined
after the completion of a broader review of accounting for
associates and joint ventures. However, the amendments are
available for adoption now.

Amendments to HKAS 1 and HKAS 8 provide a new
definition of material. The new definition states that
information is material if omitting, misstating or obscuring it
could reasonably be expected to influence decisions that the
primary users of general purpose financial statements make
on the basis of those financial statements. The amendments
clarify that materiality will depend on the nature or magnitude
of information. A misstatement of information is material
if it could reasonably be expected to influence decisions
made by the primary users. The Group expects to adopt
the amendments prospectively from 1 January 2020. The
amendments are not expected to have any significant impact
on the Group’s financial statements.

2.3
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Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Business combinations and goodwill

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

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

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

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

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Business combinations and goodwill (continued)

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

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

Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-generating
units) to which the goodwill relates. Where the recoverable
amount of the cash-generating unit (group of cash-generating
units) is less than the carrying amount, an impairment loss is
recognised. An impairment loss recognised for goodwill is not
reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit
(or group of cash-generating units) and part of the operation
within that unit is disposed of, the goodwill associated with
the operation disposed of is included in the carrying amount
of the operation when determining the gain or loss on the
disposal. Goodwill disposed of in these circumstances
is measured based on the relative value of the operation
disposed of and the portion of the cash-generating unit
retained.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments in associates and joint ventures

An associate is an entity in which the Group has a long term
interest of generally not less than 20% of the equity voting
rights and over which it is in a position to exercise significant
influence. Significant influence is the power to participate in
the financial and operating policy decisions of the investee,
but is not control or joint control over those policies.

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

The Group’s investments in associates and joint ventures
are stated in the consolidated statement of financial position
at the Group’s share of net assets under the equity method
of accounting, less any impairment losses. Adjustments are
made to bring into any dissimilar accounting policies that may
exist. The Group’s share of the post-acquisition results and
other comprehensive income of associates and joint ventures
is included in the consolidated statement of profit or loss and
consolidated other comprehensive income, respectively. In
addition, when there has been a change recognised directly
in the equity of the associate or joint venture, the Group
recognises its share of any changes, when applicable, in
the consolidated statement of changes in equity. Unrealised
gains and losses resulting from transactions between the
Group and its associates or joint ventures are eliminated
to the extent of the Group’s investments in the associates
or joint ventures, except where unrealised losses provide
evidence of an impairment of the assets transferred. Goodwill
arising from the acquisition of associates or joint ventures is
included as part of the Group’s investments in associates or
joint ventures.
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Notes to Financial St nts

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments in associates and joint ventures (continued)

If an investment in an associate becomes an investment
in a joint venture or vice versa, the retained interest is
not remeasured. Instead, the investment continues to be
accounted for under the equity method. In all other cases,
upon loss of significant influence over the associate or joint
control over the joint venture, the Group measures and
recognises any retained investment at its fair value. Any
difference between the carrying amount of the associate or
joint venture upon loss of significant influence or joint control
and the fair value of the retained investment and proceeds
from disposal is recognised in profit or loss.

Impairment of non-financial assets

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

An impairment loss is recognised only if the carrying amount
of an asset exceeds its recoverable amount. In assessing
value in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of
money and the risks specific to the asset. An impairment loss
is charged to the statement of profit or loss in the period in
which it arises in those expense categories consistent with
the function of the impaired asset.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of non-financial assets (continued)

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

Property, plant and equipment and depreciation

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.

Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs and
maintenance, is normally charged to the statement of profit
or loss in the period in which it is incurred. In situations where
the recognition criteria are satisfied, the expenditure for a
major inspection is capitalised in the carrying amount of the
asset as a replacement. Where significant parts of property,
plant and equipment are required to be replaced at intervals,
the Group recognises such parts as individual assets with
specific useful lives and depreciates them accordingly.
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Notes to Financial St nts

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Property, plant and equipment and depreciation
(continued)

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

3.17%-19%
Motor vehicles 19%

Buildings and structures

Office equipment 19%

Where parts of an item of property, plant and equipment
have different useful lives, the cost of that item is allocated
on a reasonable basis among the parts and each part is
depreciated separately. Residual values, useful lives and
the depreciation method are reviewed, and adjusted if
appropriate, at least at each financial year end.

An item of property, plant and equipment including any
significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss on disposal or
retirement recognised in the statement of profit or loss in the
year the asset is derecognised is the difference between the
net sales proceeds and the carrying amount of the relevant
asset.

Construction in progress represents the infrastructure of a
terminal under construction, which is stated at cost less any
impairment losses, and is not depreciated. Cost comprises
the direct costs of construction and capitalised borrowing
costs on related borrowed funds during the period of
construction. Construction in progress is reclassified to the
appropriate category of property, plant and equipment when
completed and ready for use.
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SUMMARY OF SIGNIFICANT ACCOUNTING FESHEEBEE)
POLICIES (continued)
Leases (applicable from 1 January 2019) HE (520191 A1 8 EEER)

The Group assesses at contract inception whether a
contract is, or contains, a lease. A contract is, or contains,
a lease if the contract conveys the right to control the use
of an identified asset for a period of time in exchange for
consideration.

Group as a lessee

The Group applies a single recognition and measurement
approach for all leases, except for short-term leases and
leases of low-value assets. The Group recognises lease
liabilities to make lease payments and right-of-use assets
representing the right to use the underlying assets.

At inception or on reassessment of a contract that contains
a lease component, the Group allocates the consideration in
the contract to each lease and non-lease component on the
basis of their standard-alone prices. A practical expedient is
available to a lessee, which the Group has adopted, not to
separate non-lease components and to account for the lease
and the associated non-lease components (e.g., property
management services for leases of properties) as a single
lease component.
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Notes to Financial St

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases (applicable from 1 January 2019) (continuea)

Group as a lessee (continued)

(@)

Right-of-use assets

Right-of-use assets are recognised at the
commencement date of the lease (that is the date
the underlying asset is available for use). Right-of-use
assets are measured at cost, less any accumulated
depreciation and any impairment losses, and adjusted
for any remeasurement of lease liabilities. The cost
of right-of-use assets includes the amount of lease
liabilities recognised, initial direct costs incurred, and
lease payments made at or before the commencement
date less any lease incentives received. Where
applicable, the cost of a right-of-use asset also includes
an estimate of costs to dismantle and remove the
underlying asset or to restore the underlying asset or
the site on which it is located. Right-of-use assets are
depreciated on a straight-line basis over the shorter of
the lease terms and the estimated useful lives of the
assets as follows:
Leasehold land 45 to 50 years
Buildings and structures 2 to 3 years
If ownership of the leased asset transfers to the
Group by the end of the lease term or the cost reflects
the exercise of a purchase option, depreciation is
calculated using the estimated useful life of the asset.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases (applicable from 1 January 2019) (continuea)

Group as a lessee (continued)

(b)

Lease liabilities

Lease liabilities are recognised at the commencement
date of the lease at the present value of lease payments
to be made over the lease term. The lease payments
include fixed payments (including in-substance fixed
payments) less any lease incentives receivable, variable
lease payments that depend on an index or a rate,
and amounts expected to be paid under residual
value guarantees. The lease payments also include
the exercise price of a purchase option reasonably
certain to be exercised by the Group and payments
of penalties for termination of a lease, if the lease term
reflects the Group exercising the option to terminate.
The variable lease payments that do not depend on
an index or a rate are recognised as an expense in the
period in which the event or condition that triggers the
payment occurs.

In calculating the present value of lease payments,
the Group uses its incremental borrowing rate at the
lease commencement date because the interest rate
implicit in the lease is not readily determinable. After
the commencement date, the amount of lease liabilities
is increased to reflect the accretion of interest and
reduced for the lease payments made. In addition, the
carrying amount of lease liabilities is remeasured if there
is a modification, a change in the lease term, a change
in lease payments (e.g., a change to future lease
payments resulting from a change in an index or rate) or
a change in assessment of an option to purchase the
underlying asset.

The Group’s lease liabilities are included in interest-
bearing bank and other borrowings,
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Notes to Financial St nts

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases (applicable from 1 January 2019) (continueq)
Group as a lessee (continued)
(c)  Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to its short-term leases (that is those leases
that have a lease term of 12 months or less from the
commencement date and do not contain a purchase
option). It also applies the recognition exemption for
leases of low-value assets. When the Group enters
into a lease in respect of a low-value asset, the Group
decides whether to capitalise the lease on a lease-
by-lease basis. Lease payments on short-term leases
and leases of low-value assets are recognised as an
expense on a straight-line basis over the lease term.

Group as a lessor

When the Group acts as a lessor, it classifies at lease
inception (or when there is a lease modification) each of its
leases as either an operating lease or a finance lease.

Leases in which the Group does not transfer substantially
all the risks and rewards incidental to ownership of an asset
are classified as operating leases. When a contract contains
lease and non-lease components, the Group allocates the
consideration in the contract to each component on a relative
stand-alone selling price basis. Rental income is accounted
for on a straight-line basis over the lease terms and is
included in revenue in the statement of profit or loss due to
its operating nature. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the carrying
amount of the leased asset and recognised over the lease
term on the same basis as rental income. Contingent rents
are recognised as revenue in the period in which they are
earned.

Leases that transfer substantially all the risks and rewards
incidental to ownership of an underlying assets to the lessee

are accounted for as finance leases.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases (applicable before 1 January 2019)

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

Prepaid land lease payments under operating leases are
initially stated at cost and subsequently recognised on the
straight-line basis over the lease terms. When the lease
payments cannot be allocated reliably between the land and
buildings elements, the entire lease payments are included
in the cost of the land and buildings as a finance lease in
property, plant and equipment.
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Investments and other financial assets RERHEMESRMEE
Initial recognition and measurement R R GE

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

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

with the policies set out for “Revenue recognition” below.
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Notes to Financial St nts

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (continued)
Initial recognition and measurement (continueq)

In order for a financial asset to be classified and measured
at amortised cost or fair value through other comprehensive
income, it needs to give rise to cash flows that are solely
payments of principal and interest (“SPPI”) on the principal
amount outstanding. Financial assets with cash flows that are
not SPPI are classified and measured at fair value through
profit or loss, irrespective of the business model.

The Group’s business model for managing financial assets
refers to how it manages its financial assets in order to
generate cash flows. The business model determines whether
cash flows will result from collecting contractual cash flows,
selling the financial assets, or both. Financial assets classified
and measured at amortised cost are held within a business
model with the objective to hold financial assets in order to
collect contractual cash flows, while financial assets classified
and measured at fair value through other comprehensive
income are held within a business model with the objective
of both holding to collect contractual cash flows and selling.
Financial assets which are not held within the aforementioned
business models are classified and measured at fair value
through profit or loss.

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

Subsequent measurement

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

Financial assets at amortised cost (debt instruments)

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

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is primarily
derecognised (i.e., removed from the Group’s consolidated
statement of financial position) when:

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

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

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

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Derecognition of financial assets (continueq)

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

Impairment of financial assets

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

General approach

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

Impairment of financial assets (continued) SRIEERNRE#E)
General approach (continued) —R I E ()

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

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

Financial assets at amortised cost are subject to impairment
under the general approach and they are classified within
the following stages for measurement of ECLs except for
accounts receivable and contract assets which apply the
simplified approach as detailed below.
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Notes to Financial St nts

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of financial assets (continuead)

General approach (continued)

Stage 1

Stage 2

Stage 3

Financial instruments for which credit
risk has not increased significantly since
initial recognition and for which the loss
allowance is measured at an amount equal
to 12-month ECLs

Financial instruments for which credit risk
has increased significantly since initial
recognition but that are not credit-impaired
financial assets and for which the loss
allowance is measured at an amount equal
to lifetime ECLs

Financial assets that are credit-impaired
at the reporting date (but that are not
purchased or originated credit-impaired)
and for which the loss allowance is
measured at an amount equal to lifetime
ECLs
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of financial assets (continuead)

Simplified approach

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

For accounts receivable that contain a significant financing
component and lease receivables, the Group chooses as
its accounting policy to adopt the simplified approach in
calculating ECLs with policies as described above.

Financial liabilities

Initial recognition and measurement

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

All financial liabilities are recognised initially at fair value and,
in the case of loans and borrowings and payables, net of
directly attributable transaction costs.
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Notes to Financial St nts

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial liabilities (continued)

Subsequent measurement

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

Financial liabilities at amortised cost (loans and borrowings)

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

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that
are an integral part of the effective interest rate. The effective
interest rate amortisation is included in finance costs in the
statement of profit or loss.

Derecognition of financial liabilities

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

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

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Offsetting of financial instruments

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

Cash and cash equivalents

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

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

Inventories

Inventories represent consumables, tools and parts for use
in the operation, and are stated at the lower of cost and
net realisable value. Cost is determined on the first-in, first-
out basis. Net realisable value is based on estimated selling
prices less any estimated costs to be incurred to completion
and disposal.
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Notes to Financial St nts

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax

Income tax comprises current and deferred tax. Income
tax relating to items recognised outside profit or loss
is recognised outside profit or loss, either in other
comprehensive income or directly in equity.

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

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

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

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

o in respect of taxable temporary differences associated
with investments in subsidiaries, associate and joint
ventures, when the timing of the reversal of the
temporary differences can be controlled and it is
probable that the temporary differences will not reverse
in the foreseeable future.
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SUMMARY OF SIGNIFICANT ACCOUNTING FTESHBREUMEE)
POLICIES (continued)
Income tax (continued) FrfBHt (&

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

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

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

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

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

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax (continued)

Deferred tax assets and deferred tax liabilities are offset if
and only if the Group has a legally enforceable right to set off
current tax assets and current tax liabilities and the deferred
tax assets and deferred tax liabilities relate to income taxes
levied by the same taxation authority on either the same
taxable entity or different taxable entities which intend either
to settle current tax liabilities and assets on a net basis, or
to realise the assets and settle the liabilities simultaneously,
in each future period in which significant amounts of
deferred tax liabilities or assets are expected to be settled or
recovered.

Dividend income derived from the Company’s subsidiaries,
associate and joint ventures in Mainland China is subject to a
withholding tax under the prevailing tax rules and regulations
of the PRC.

Revenue recognition

Revenue from contracts with customers

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

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Revenue recognition (continuead)
Revenue from contracts with customers (continued)

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

When the contract contains a financing component which
provides the customer with a significant benefit of financing
the transfer of goods or services to the customer for more
than one year, revenue is measured at the present value of
the amount receivable, discounted using the discount rate
that would be reflected in a separate financing transaction
between the Group and the customer at contract inception.
When the contract contains a financing component which
provides the Group a significant financial benefit for more than
one year, revenue recognised under the contract includes
the interest expense accreted on the contract liability under
the effective interest method. For a contract where the period
between the payment by the customer and the transfer
of the promised goods or services is one year or less, the
transaction price is not adjusted for the effects of a significant
financing component, using the practical expedient in HKFRS
15.
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Notes to Financial St nts

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Revenue recognition (continuead)

Provision of terminal storage and handling services of liquid
chemicals

Revenue from the provision of terminal storage and handling
services of liquid chemicals is recognised (i) over the
scheduled period on a straight-line basis over contract terms
because the customer simultaneously receives and consumes
the benefits provided by the Group, or (i) over time, using an
input method, because the input method recognises revenue
based on the proportion of the throughput volume incurred
relative to the service rendered by the Group.

Revenue from other sources

Rental income is recognised on a time proportion basis over
the lease terms.

Other income

Interest income is recognised on an accrual basis using the
effective interest method by applying the rate that exactly
discounts the estimated future cash receipts over the
expected life of the financial instrument or a shorter period,
when appropriate, to the net carrying amount of the financial
asset.

Dividend income is recognised when the shareholders’ right
to receive payment has been established, it is probable
that the economic benefits associated with the dividend will
flow to the Group and the amount of the dividend can be
measured reliably.
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Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Contract liabilities

A contract liability is recognised when a payment is received
or a payment is due (whichever is earlier) from a customer
before the Group transfers the related goods or services.
Contract liabilities are recognised as revenue when the Group
performs under the contract (i.e. transfers control of the
related goods or services to the customer).

Government grants

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

Employee benefits-pension schemes

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

The employees of the Group’s subsidiary which operates
in Mainland China are required to participate in a central
pension scheme operated by the local municipal government.
The subsidiary is required to contribute a certain percentage
of its payroll costs to the central pension scheme. The
contributions are charged to the statement of profit or loss
as they become payable in accordance with the rules of the
central pension scheme.
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Notes to Financial St nts

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Foreign currencies

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

Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions. Non-
monetary items measured at fair value in a foreign currency
are translated using the exchange rates at the date when
the fair value was measured. The gain or loss arising on
translation of a non-monetary item measured at fair value
is treated in line with the recognition of the gain or loss on
change in fair value of the item (i.e., translation difference on
the item whose fair value gain or loss is recognised in other
comprehensive income or profit or loss is also recognised in
other comprehensive income or profit or loss, respectively).

In determining the exchange rate on initial recognition of the
related asset, expense or income on the derecognition of a
non-monetary asset or non-monetary liability relating to an
advance consideration, the date of initial transaction is the
date on which the Group initially recognises the non-monetary
asset or non-monetary liability arising from the advance
consideration. If there are multiple payments or receipts in
advance, the Group determines the transaction date for each
payment or receipt of the advance consideration.
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Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Foreign currencies (continued)

The functional currencies of certain subsidiaries, associate
and joint ventures are currencies other than the Hong Kong
dollar. As at the end of the reporting period, the assets and
liabilities of these entities are translated into Hong Kong
dollars at the exchange rates prevailing at the end of the
reporting period and their statements of profit or loss are
translated into Hong Kong dollars at the weighted average
exchange rates for the year. The resulting exchange
differences are recognised in other comprehensive income
and accumulated in the exchange fluctuation reserve. On
disposal of a foreign operation, the component of other
comprehensive income relating to that particular foreign
operation is recognised in the statement of profit or loss.

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

For the purpose of the consolidated statement of cash flows,
the cash flows of those entities comprising the Group in
which their functional currencies are currencies other than
the Hong Kong dollar are translated into the presentation
currency of the Company at the exchange rates ruling at the
dates of the cash flows. Frequently recurring cash flows of
those entities which arise throughout the year are translated
into Hong Kong dollars at the weighted average exchange
rates for the year.
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SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES (continued)

Related parties

A party is considered to be related to the Group if:

Notes to Financial St nts

(@) the party is a person or a close member of that

person’s family and that person:

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

(i) has significant influence over the Group; or

(iiy  is a member of the key management personnel of

the Group or of a parent of the Group;

or

(b) the party is an entity where any of the following

conditions applies:

(i) the entity and the Group are members of the

same group;

(i)  one entity is an associate or joint venture of the

other entity (or of a parent, subsidiary or fellow

subsidiary of the other entity);

(iiy  the entity and the Group are joint ventures of the

same third party;

(iv)  one entity is a joint venture of a third entity and

the other entity is an associate of the third entity;

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

entity related to the Group;
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. IESHBE#MEE)
POLICIES (continued)

Related parties (continued) BAEAL(E)
(o)  (continued) by &)
(i) the entity is controlled or jointly controlled by a V) RERX(@@M#EIALE
person identified in (); 2k RE S
(i) a person identified in (a)(i) has significant (Vi) PN(a)() PRI A T H A E
influence over the entity or is a member of the BEEATESBZER
key management personnel of the entity (or of a (KHZEEBLAREEE
parent of the entity); and BAEMER—FKE ;
(viil) the entity, or any member of a group of which it (vii) EBE Sk E FT B & B A 1A
is a part, provides key management personnel KB Ra KB RASE
services to the Group or to the parent of the ERSARRHEEEE
Group. A BT o
Borrowing costs EE R
Borrowing costs directly attributable to the acquisition, HINHE  BRYEEREREE (R
construction or production of qualifying assets, i.e., assets ZREREREF AEZETEHAGGE
that necessarily take a substantial period of time to get ready THEZBE) BEREABZEBERR
for their intended use or sale, are capitalised as part of the BAERERXSEEEZBOKRA o &
cost of those assets. The capitalisation of such borrowing ERABTEARANGEEENRA
costs ceases when the assets are substantially ready for EZHERSSGETHERKL
their intended use or sale. Investment income earned on HEBERARGEREBERFTERE
the temporary investment of specific borrowings pending REMBZHEBRABRERTER
their expenditure on qualifying assets is deducted from the ZEERAFIER - B EMEERK
borrowing costs capitalised. All other borrowing costs are KRR EEEPEIHE - BERAEE
expensed in the period in which they are incurred. Borrowing ERNEEREENT S REAMMK

4t

o

costs consist of interest and other costs that an entity incurs
in connection with the borrowing of funds.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Dividends

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

Interim dividends are simultaneously proposed and declared,
because the Company’s memorandum and articles of
association grant the directors the authority to declare interim
dividends. Consequently, interim dividends are recognised
immediately as a liability when they are proposed and
declared.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

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

Judgements

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

A SR M =

31 December 2019
2019 12731 H

TESHEEBEE

RE

RE BN BRA G LR AR RS
ERAEE BB APBRERETHM
BIRRMEES -

BN AR BEIBSEIZ AR AR
ESERTHRE  WHHBREAR
FEEIEIK - At - PHIRB AR
&M EIREEIRER SRS

EXEET B R A5

AEEABHEROBRUEREEEN
EMERRIELEFEM2REA -
X  BELBENSHE  URIR
BERENHE - A RER - ZF
SRR MG T EE A=A LB
BUHRKIZENEENRBNRE
EEHERTE -

H

RSB STBERR - R RkE
BfEErEIN - BEE D EL T8
BHREECEREAZATENS
-
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Financial Statements

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Judgements (continued)
Income taxes

Significant management judgements on the future tax
treatment of certain transactions are required in determining
income tax provisions. The Group carefully evaluates tax
implications of transactions and tax provisions are set up
accordingly. The tax treatment of such transactions is
reconsidered periodically to take into account all changes in
tax legislation.

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 period, are described below.

Impairment of non-financial assets

The Group assesses whether there are any indicators of
impairment for all non-financial assets (including the right-
of-use assets) at the end of each reporting period. Indefinite
life intangible assets are tested for impairment annually and
at other times when such an indicator exists. Other non-
financial assets are tested for impairment when there are
indicators that the carrying amounts may not be recoverable.
An impairment exists when the carrying value of an asset or a
cash-generating unit exceeds its recoverable amount, which is
the higher of its fair value less costs of disposal and its value
in use. The calculation of the fair value less costs of disposal
is based on available data from binding sales transactions in
an arm’s length transaction of similar assets or observable
market prices less incremental costs for disposal of the asset.
When value in use calculations are undertaken, management
must estimate the expected future cash flows from the asset
or cash-generating unit and choose a suitable discount rate
in order to calculate the present value of those cash flows.

Dragon Crown Group Holdings Limited #EFEEZERAR A F

BRETHE R ()

HI (&

FriE#

BEEMSHEGE  ZREEEYHS
TRHHWAERBEEELERNH
- AEEREFERXZORGETZE
REMELREERE - BEIZHH
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Notes to Financial St nts

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Estimation uncertainty (continuead)

Provision for expected credit losses on accounts receivable

The Group uses a provision matrix to calculate ECLs for
accounts receivable. The provision rates are based on
days past due for groupings of various customer segments
that have similar loss patterns (i.e., by customer type). The
provision matrix is initially based on the Group’s historical
observed default rates. The Group will calibrate the matrix
to adjust the historical credit loss experience with forward-
looking information. At each reporting date, the historical
observed default rates are updated and changes in the
forward-looking estimates are analysed.

The assessment of the correlation among historical observed
default rates, forecast economic conditions and ECLs is
a significant estimate. The amount of ECLs is sensitive to
changes in circumstances and forecast economic conditions.
The Group’s historical credit loss experience and forecast
of economic conditions may also not be representative of a
customer’s actual default in the future. The information about
the ECLs on the Group’s accounts receivable is disclosed in
note 21 to the financial statements.

A SR M =

31 December 2019
2019 12731 H

EXREFHE R M&EE ()

fhET R REM (&)

JEW SR TRRE B 1R 1

RE B AR AR E R U ARKH
HHMEEREE - BBXDERAAR
PEEERN (EFRLE D)W
REFPHHERBMERETE - B
EENPERAEEBEBRMGE
HWRMERE - AEBEKARERM - &
NZAE M EH AR BT EREERLE
o NERELH  BEBEMBE
HRETEH - WONATE MRS
) o

HBTBRMSROE « BALEM
ARFEREEER . M EEEET
BB EANGE - HHEEEES
BEIRIE KRR ERROE(CEE
B AEBBREEEEBELCRKE
RS EMRR TR M BER KT P B&H
ERELNEN - BEAEEEUERRK
BHEEEEMNER DRI BRI
P21 ©
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5. OPERATING SEGMENT INFORMATION 5. REIHEH
No separate analysis of segment information is presented by AR AEERBAEIOBHIMA « HEER
the Group as over 90% of the Group’s revenue, results and BERBENFEAEREA@AES
assets are related to the terminal storage and handling of SEIR IR IEMEEER - RSB
liquid petrochemicals business in Mainland China. =25 5 EBE BRI B AT
Revenue from a major customer, whose entities shown below RKEEREREERA10%K A
are within the same group and in aggregate amounting to TEXRFE(ETXREEBER —%
10% or more of the Group’s revenue, is set out below: &) U ASZIET
2019 2018
HK$’000 HK$’ 000
FET THET
Customer A EFEA 144,770 111,096
Customer B XFB 38,430 77,547
Customer C 2FC 11,100 22,867
Customer D EFD 4,443 5,934
198,743 217,444
6. REVENUE 6. A
An analysis of revenue is as follows: WARITLET -
2019 2018
HK$’000 HK$’ 000
FHET THT
Revenue from contracts with customers REZEELZWA 229,849 262,491
All the revenue from contracts with customers are derived FrERBEPA LM A ELERS
from Mainland China and recognised over time. A ST 8 B R SR ©
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A SR M =

31 December 2019
2019 12731 H

REVENUE (continued) 6. WA
() Disaggregated revenue information i) oHEBAER
2019 2018
HK$’000 HK$’000
FER F&T
Business activities EKEE
Terminal storage services SRR RS 133,386 148,221
Handling services FRIE RS 96,463 114,270
Total revenue from contracts with REFEFPEHZWARTE
customers 229,849 262,491

(ii)

Revenue recognised in current reporting period that
was included in contract liabilities at the beginning of
the reporting period is as follows:

Provision of the terminal storage and RERECERBERERTL
handling services of liquid chemicals BRI RS

Performance obligation (ii)

The performance obligation is satisfied over time as
services are rendered and payment is generally due
within 30 days from the date of billing.

A5 HEERHRA SRR
HBEBIEFAGHABLOT :

2019 2018
HK$’000 HK$’000
FHx FHL
5,404 1,040
BOEE

BAOEEERGIRERN— R
FAZEK  ZEENREEBE
HEZEFEEMB0KRA ©
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7. OTHER INCOME

An analysis of other income is as follows:

RITHIBULA

e AR

RE—HEEREZ
BEHFBUA

Government grants* R AT 4 B

Others HAth

Bank interest income
Gross rental income
Loan interest income from a joint venture

There are no unfulfilled conditions or contingencies related to
these grants.

8. FINANCE COSTS

Interest on bank loans IRITEFEHF B
&

HEBEMNFE

Interest on lease liabilities

Dragon Crown Group Holdings Limited #EFEEZERAR A F

Hetg A
BEABADHTIT
2019 2018
HK$’000 HK$'000
TET THAT
4,167 2,905
838 885
10,115 10,971
52 4,372
1,304 890
16,476 20,023

- 150788 B % S 4 B 7 TR O RS PG AR A

KRR EH -
BB AR

2019 2018
HK$°000 HK$'000
TEx THET
8,503 7,184
232 -
8,735 7,184




PROFIT BEFORE TAX

Notes to Financial St

Profit before tax is arrived at after charging/(crediting):

Depreciation of property, plant
and equipment

Depreciation of right-of-use assets

Amortisation of prepaid land lease
payments

Minimum lease payments under
operating leases on office
premises and pipe racks

Lease payments not included
in the measurement of lease
liabilities

Auditor’s remuneration

Directors’ remuneration

Staff costs (excluding directors’
remuneration):
Wages, salaries and other

benefits

Pension scheme contributions™

Gross rental income
Less: Outgoings

Loss on disposal of items of
property, plant and equipment
Foreign exchange losses, net

9.
Notes
BisE
Y -« BEMERETE
15
EREEENE 16(b)
TE L Hb7E & RO EESH
16(a)
MAEYHERERLEH
ENREBEENK
WETAGTEHERE S
HER
16(d)
Z BN &
EEME 10
B TR
(TEREEEMS)
IE - HekEMmER
BIREEEIHFR
WAL 7

RS

REWE - BFELEE
REZEE
PE IR - FE

* As at 31 December 2019, the Group had no forfeited
contributions available to reduce its contributions to the
pension schemes in future years (2018: Nil).

nts
B TRk B =

31 December 2019
2019 12731 H

BRBE AT 3R R

BBADEF MG GEA)

2019 2018
HK$’000 HK$'000
FET TET
51,451 53,832
3,673 —
- 939

- 13,362
11,142 -
1,480 1,465
4,541 4,263
25,050 23,853
4,328 4,467
29,378 28,320
(838) (885)
42 44
(796) (841)
3,084 2,087
2,496 7,876

2019124318 + AEEW R
WA TR A AR 2R 4 AT A R A ELAR
REFTEIHER (20184 : M) -
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10. DIRECTORS’ REMUNERATION

Directors’ remuneration for the year, disclosed pursuant to
the Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited (the “Listing Rules”), section
383(1)(a), (b), (c) and (f) of the Hong Kong Companies

10. EEEE

BEEEHAR AR ARES L
mARAI([ EmEa)]) ~ BERREG
2£383(1)(a) * (b) * (c) (AR AR]
(BREZFZER) ROIFE2BHEE

Ordinance and Part 2 of the Companies (Disclosure of MAFEEEMSUT
Information about Benefits of Directors) Regulation, is as
follows:
2019 2018
HK$’000 HK$’000
FBT FET
Fees: e -
— Executive directors —HITES - =
— Independent non-executive directors —BNIEMITES 675 585
Other emoluments of executive directors:  #h1T= EH i HEN
Salaries, allowances and benefits in kind e EMLBEYREF 3,830 3,642
Pension scheme contributions RIRBETEIHR 36 36
4,541 4,263
Salaries,
allowances Pension
and benefits scheme Total
Fees inkind  contributions  remuneration
¢ 28 Bife
ok RENER HE 150 e
HK$'000 HK$°000 HK$'000 HK$'000
TEn TER TER TER
2019
Executive directors: HTES:
Mr. Ng Wai Man REREE - - - -
Mr. Chong Yat Chin HBEELE - 1,980 18 1,998
Ms. Chan Wan Ming =Bt - 1,850 18 1,868
- 3,830 36 3,866
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10. DIRECTORS’ REMUNERATION (continued)

2018

Executive directors: HTES
Mr. Ng Wai Man REREE
Mr. Chong Yat Chin HEBEE
Ms. Chan Wan Ming GRS s

Notes to Financial St

nts

A SR M =

10. EEME(E

31 December 2019
2019 12731 H

Salaries,

allowances Pension
and benefits scheme Total
Fees in kind contributions remuneration

e RE BRE
ik REWEN sHEIBR i
HK$'000 HK$'000 HK$'000 HK$'000
T TAT TAL T
- 1,890 18 1,908
- 1,752 18 1,770
= 3,642 36 3,678

The fees paid to independent non-executive directors of the

Company during the year were as follows:

Mr. Lau Sik Yuen
Mr. Feng Jianping
(appointed on 29 June 2018)
Mr. Hou Xiaoming
(appointed on 1 July 2019)
Mr. Luo Shijie (resigned on 29 June 2018)

Mr. Zhu Wujun (resigned on 1 July 2019)

RISHRIE

ISR S A (720184
6A29RERT)

{RBERA S & (720194
7R1REZMT)

SRttt RSt A (R20184F
65298 & T)

SR ELLE (FR2019F
7A1BET)

There were no other emoluments payable to the independent
non-executive directors during the year (2018: Nil).

Save as disclosed above, no remuneration was paid or
payable by the Group to the directors of the Company during

the year (2018: Nil).

FARMARBBILIFATEENZ

BT
2019 2018
HK$’000 HK$'000
FEx TR
240 240
240 120
120 =
- 75
75 150
675 585

FARERNBYIFRITESEMF

B (20185 : &) ©

B EXXPTIRERE SN -
BEEAENXENARREENIE

(2018%F : &) »

AEERFAL
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10. DIRECTORS’ REMUNERATION (continued)

No remuneration was paid or payable by the Group to the
directors of the Company as an inducement to join or upon
joining the Group or as compensation for loss of office during
the year (2018: Nil).

There was no arrangement under which a director waived or
agreed to waive any remuneration during the year (2018: Nil).

11. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included two
(2018: two) directors, details of whose remuneration are set
out in note 10 above. Details of the remuneration for the year
of the remaining three (2018: three) highest paid employees
who are not directors of the Company are as follows:

Salaries, allowances and benefits in kind

Pension scheme contributions RIREFTEIHR

The number of non-director highest paid employees whose
remuneration fell within the following bands is as follows:

0Z1,000,0007 7T
1,000,001 T2
1,500,000/%8 7T

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

No remuneration was paid or payable by the Group to the
five highest paid employees as an inducement to join or upon
joining the Group or as compensation for loss of office during
the year (2018: Nil).

128
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10.

11.

e RUMREYMER

BEEME(E

FA - AEEWELEMDREAAR
RAEENHE - ER/IMARKER
REHMER/MAREE R BERAHE
(20185 : B) ©

RAFEEAR - HEESHEKFR BN
REMMELHE (20185 : F) »

TEREHHNES

RAFERNAER=TMHES BEM
% (20184 : MB)ES - HFHMEF
BEER EXXHIFE10 - 8 T =4 (2018
F =R UIARRAESHESH
BilfE B M FRFBEFIBEIIAT ¢

2019 2018
HK$°000 HK$’000
FET TET
3,220 2,667

35 27

3,255 2,694

HWN T Ty SENFEESR S M
EEMHEBWLT :

Number of employees

BENHE
2019 2018
1 2
2 1
3 3

RNEBRAEE NI ETAIE S E
HREESFHHESHME - ERN
AREE RS ALK BE A BE
BRE(E (20185 : &) o
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31 December 2019
2019 12731 H

INCOME TAX 12. FR8%
2019 2018
HK$’000 HK$’000
FER FAT
Current — Hong Kong BNER— &
Charge for the year REF T H 48 38
Overprovision in prior years BEFEBERE (24) (30)
Current — Elsewhere BNER— E ftbih 75
Charge for the year REF T H 21,644 40,499
Underprovision/(overprovision) BEFERETR
in prior years (FBRERE ) 144 (15)
Deferred (note 26) IR (Ff17526) 5,088 (4,245)
Total tax charge for the year NEEFIES HARE 26,900 36,247

Hong Kong profits tax has been provided at the rate of 16.5%
(2018: 16.5%) on the estimated assessable profits arising
in Hong Kong during the year, except for one subsidiary of
the Group which is a qualifying entity under the two-tiered
profits tax rates regime effective from the year of assessment
2018/2019. The first HK$2,000,000 (2018: HK$2,000,000)
of assessable profits of this subsidiary is taxed at 8.25% and
the remaining assessable profits are taxed at 16.5%.

Taxes on profits assessable in Mainland China have been
calculated at the rates of tax prevailing in Mainland China
in which the Group operates, based on existing legislation,
interpretations and practices in respect thereof.

BEANSRIIBBEFRNERBEE
B { ET FEER B & A A9 16.5% (2018
F :16.5%) KGR - EAKER
—HBARRIN  ZARAFEE
20187201 9=R B F [E 48 4 A R AR
HIFIERREGENELE - ZMBA
RIE2AE BB (20184  2E BB IT)
B FE ER 7 i F1)128.25 % Y B R F -
H AR PERB A BIHZ16.5% B B R 4
i o

AEBEFBEAME LSRR

RIS IRERIT AR - RIERIER -
5270 B S MRS TR S S R o
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12,

INCOME TAX (continued)

Financial Statements

A reconciliation of the tax expense applicable to profit before
tax using the statutory rates for the jurisdictions in which

the Company and its subsidiaries are domiciled to the tax
position at the Group’s effective tax rate is as follows:

2019

Profit/(loss) before tax

Tax at the applicable tax rates

Income not subject to tax

Expense not deductible for tax

Tax loss utilised

Tax loss not recognised

Adjustments in respect of current
tax of previous years

Effect of withholding tax on the
distributable profits of the Group’s
Mainland China subsidiary,
associate and joint ventures

Profits and losses attributable to
joint ventures and an associate

Tax charge for the year

BRI ATER, (B

BERRERFEATIA

BARBUA

DRI AR
EEABEEE
RERVIARE

BEFEAETIE
T

R ER 8 o B P S P B
A - BERE R
AELRADE
g N LN Z

RELEL—HBERT

FEAR I K% B 1R
AEEBIAFMX
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12. Fr8# (&)

BARRAREWEB R BT REERR
HATE B R 5T B E AR BR A B A
MBERS BN EEERR R E

AT R EBRAN T -
Mainland

Hong Kong China Total
s HEI Rt it
HK$°000 HK$’000 HK$°000
THET THET THET
(17,679) 90,034 72,355
(2,928) 22,508 19,580
(2,418) - (2,418)
2,140 10 2,150
(50) - (50)
2,897 - 2,897
(24) 144 120

- 4,214 4,214

407 - 407

24 26,876 26,900




Notes to Financial St

12. INCOME TAX (continued)

nts
B TRk B =

31 December 2019
2019 12731 H

12. Fi8#i (&)

2018

Profit/(loss) before tax

Tax at the applicable tax rates

BRI AR, (B518)

BERB R EHBIR

Income not subject to tax BAERUA

Expense not deductible for tax AR 2

Tax loss utilised EEATIEERE

Tax loss not recognised RERBIEEE

Adjustments in respect of current BEFERHATIE
tax of previous years AR

Effect of withholding tax on the NES B P B A M P B

distributable profits of the Group’s

RAE - BERRR

Mainland China subsidiary, BEDEA DR
associate and joint ventures EAETENR 2
Profits and losses attributable to HEPER—HEBE AT

joint ventures and an associate e A & 518
Tax charge for the year REEFHIBEFZ

The share of tax attributable to joint ventures of
HK$1,451,000 (2018: HK$1,817,000) is included in share
of profits and losses of joint ventures in the consolidated
statement of profit or loss. No share of tax was attributable to
an associate in the current year (2018: Nil).

Mainland

Hong Kong China Total
BB R A, Bt
HK$'000 HK$'000 HK$'000
FHIT BT AT
(12,938) 125,335 112,397
(2,145) 31,334 29,189
(2,489) - (2,489)
2,861 557 3,418
(50) = (50)
2,039 — 2,039
(30) (15) (45)

- 4,363 4,363

(178) - (178)

8 36,239 36,247

FEIE A S RERIAR1,451,00087T
(20184 : 1,817,000 7T) - BEFA
REBRRRNEBGERELEZRMR
BRT - AFEYEEGE—EHED
AIBTE (20184F : &) ©
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13. DIVIDENDS

Interim dividend — HK1.5 cents
(2018: HK2.0 cents) per ordinary share

Proposed final dividend — HK1.0 cent
(2018: HK2.0 cents) per ordinary share

The proposed final dividend for the year ended 31

o Financial Statements

13. KA
2019 2018
HK$’000 HK$’000
FET T
AR B — AR AR
1.5l (20184 : 2.0/ 1IL) 18,309 24,413
EEARHRE —SRTEk
1.0781L (20184F : 2.0/&11L) 12,206 24,413
30,515 48,826

HE2019F12 A1 B ILFEFERNES

December 2019 is subject to the approval of the Company’s REARR EZEREER R AERE L&

shareholders at the forthcoming annual general meeting.

132 Dragon Crown Group Holdings Limited ZE&EEIZERER A A

BARRABIRILAE ©



Notes to Financial St nts
Bt I3k M =

31 December 2019
2019 12731 H

14. EARNINGS PER SHARE ATTRIBUTABLE TO 14. ARAEBABLEERER

OWNERS OF THE COMPANY
The calculation of basic earnings per share is based on: BRERBN ZFTEER :
2019 2018
HK$’000 HK$’000
FET FAT
Earnings ZF|
Profit attributable to owners RNARER AE
of the Company, used in the basic A - ARETE
earnings per share calculation FREEARZERF] 38,787 66,930
Number of shares
A EE
2019 2018
Shares ;&)
Weighted average number of RNAREEITE AR
ordinary shares of the Company I - ARETE
in issue, used in the basic earnings FRREAZF|
per share calculation 1,220,628,000 1,220,628,000
The Group had no potentially dilutive ordinary shares in issue REE20194F K 201812 A31 8 I

for the years ended 31 December 2019 and 2018. FE AREFEVEBEBEERTY

A -
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15. PROPERTY, PLANT AND EQUIPMENT 15. Y% - BEKRRE

134

Construction  Buildings and Motor Office
in progress structures vehicles equipment Total
EEIE BTREEW RE  HAERE At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT TAL TAT ThL
Cost: XA :
At 1 January 2018 1201851 A1H 2,884 1,010,679 4,904 1,608 1,020,075
Additions hE 1,356 2,137 770 126 4,389
Transfers L34 (1,980) 1,980 - - -
Disposals RE - (6,171) (776) (49) (5,996)
Exchange realignment [ % (124) (52,869) (046) (62) (53,295)
At 31 December 2018 72018124318
and 1 January 2019 R201951R1R 2,136 956,762 4,652 1,623 965,173
Additions NE 6,453 4,977 - 10 11,440
Transfers LY (7,484) 7,484 - - -
Disposals RE - (8,022) - (257) (8,279)
Exchange realignment [ 5% (23) (16,861) (81) (20) (16,985)
At31 December 2019 82019%12A31H 1,082 944,340 4,511 1,356 951,349
Accumulated depreciation: ZFHTE :
At 1 January 2018 H2018F1A1H - 406,471 4,446 1,512 412,429
Provided for during the P& — 559
year - note 9 - 53,318 442 72 53,832
Disposals RE - (3,064) (776) (49) (3,889)
Exchangerealignment  [EX % - (23,144) (208) 62) (23,414)
At31December 2018 M2018512A31A K
and 1 January 2019 201961A1H - 433,581 3,904 1,473 438,958
Provided for during the A& — HizE9
year - note 9 - 51,142 246 63 51,451
Disposals RE - (4,687) - (257) (4,944)
Exchange realignment (X% - (8,208) (72) (20) (8,300)
At 31 December 2019 720194124318 - 411,828 4,078 1,259 477,165
Net camying amount: ~ FRELH(E :
At31December 2019 12019%12431R 1,082 472,512 493 97 474,184
At31December 2018 12018%12431R 2,136 523,181 748 150 526,215
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16. LEASES

The Group as a lessee

The Group has lease contracts for various items of buildings
and structures used in its operations. Lump sum payments
were made upfront to acquire the leased land from the
owners with lease periods of 50 years, and no ongoing
payments will be made under the terms of these land leases.
Leases of buildings and structures generally have lease terms
between 2 and 3 years. Generally, the Group is restricted
from assigning and subleasing the leased assets outside the
Group.

(@)  Prepaid land lease payments (before 1 January 2019)

A SR M =

31 December 2019
2019 12731 H

16. HE

REBEREEA

AEBBERREERBLENET RE
EMZEBABNHEESLN - CIRRAE
H—RENFTARREIWERE L
i - MEIR50F - MRBEZF L
HEMIEK - T A S (HER K
B BFREEMNERBEN T2
E3F o —RMF  ARETAAA
SEINNTEZEDHBEEE -

(@ FENTHHEENEC019F 141

H.2 Fi)

HK$’000
F&T
Carrying amount at 1 January 2018 201851 H1HREE 37,133
Amortised in profit or loss during the year FAR B (939)
Exchange realignment e X T (1,889)
Carrying amount at 31 December 2018 M2018%12 A31 HERMEE 34,305

Current portion included in prepayments, STATENFRIE « Re REAM
deposits and other receivables JEWH IR R R ENED (958)
Non-current portion FETRENEL 33,347
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16. LEASES (continued) 16. HE#E
The Group as a lessee (continued) REBEREBANE
(b)  Right-of-use assets (b) (EAEEZE
The carrying amounts of the Group’s right-of-use assets AEEFAFREEENERE
and the movements during the year are as follows: BEREBHT :

Buildings Prepaid
and land lease

structures payments Total
BFR A Lt
EEY HEMRE BEr

HK$’000 HK$°000 HK$’000
FERT FERT FET

At 1 January 2019 M201951 H1H - - -
Effect of adoption of HKFRS 16 RMB B IEREE

BIZE 165 E 5,612 34,305 39,917
At 1 January 2019 (restated) R201941 A1H

(#==5) 5,612 34,305 39,917
Additions NE 1,658 - 1,658
Depreciation charge WERX (2,775) (898) (3,673)
Exchange realignment EReE kS (11) (583) (594)
At 31 December 2019 M2019%12 A31H 4,484 32,824 37,308
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16. LEASES (continued)

The Group as a lessee (continueq)

(©

Lease liabilities

The carrying amount of lease liabilities (included under
interest-bearing bank and other borrowings) and the

movements during the year are as follows:

At 1 January 2019
Effect of adoption of HKFRS16

At 1 January 2019 (restated)

New leases

Accretion of interest recognised during the year
Payments

Exchange realignment

At 31 December 2019
Analysed into:

Current portion
Non-current portion

Notes to Financial St nts

16. HE (&)

A SR M =

31 December 2019
2019 12731 H

FEBEEREEA(E

c HEERE

™
7201991 A1H
RNB Y I5RE %R
F16RMTE

20191 A1 8 (& &%)
bR

FAC RN SIEE
(N
b AR

R2019F12A31H
DA
mEE D

FEREE D

FABRERE (B ERITR
HMEE)WREERZESH N

Lease
liabilities
HEEE
HK$’000

FHT

5,612

5,612
1,658
232
(2,899)
(10)

4,593

2,652
1,941
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16. LEASES (continued)
The Group as a lessee (continueq)

(@) The amounts recognised in profit or loss in relation to
leases are as follows:

16.

HE (&
FEBEEREEAE

(@ REZHEZOEERBRE
T

2019

HK$’000

FBRT

Interest on lease liabilities HEBEMNE 232

Depreciation charge of right-of-use assets FREEETEER 3,673
Expense relating to short-term leases and H35G EAFE & R #A T HH BRR 20194

other leases with remaining lease terms ended 12 431 B3k 2 Bl EmAY E AL
on or before 31 December 2019 HEFBENFY 11,142
Total amount recognised in profit or loss B ERIAERE 15,047

The Group as a lessor

The Group leases a certain portion of its office building under
an operating lease arrangement. The terms of the leases
generally require the tenants to pay security deposits and
provide for periodic rent adjustments according to the then
prevailing market conditions. Rental income recognised
by the Group during the year was HK$838,000 (2018:
HK$885,000), details of which are included in note 7 to the
financial statements.

At 31 December 2019, the undiscounted lease payment
receivables by the Group in future periods under non-
cancellable operating leases with its tenant are as follows:

Within one year —FNR

After one year but within two years —F LA HERFEUARN
After two years but within three years MFA FE=FIAA
After three years but within four years =F A HEEFENURA
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AEBERLHBA

AEERBLCEHERHEEHEEST
BWETHY - HRER—RERME
FX%e « URRTETHREZ R
MRAARES - FRASENEHER
FH& U A A838,00078 JL(20184F
885,000/ 7T) + 1B E A B 15 3Rk I
FE7 °

MR2019512A31H - HEAEEIR
BHEERF Z A RESCEHERE
W ARBRIRFAEFIE MR ¢

2019 2018
HK$’000 HK$'000
FER TR
854 869

854 869

285 869

- 290

1,993 2,897




17.

Notes to Financial St nts

GOODWILL

Cost and net carrying amount at the FH R E R
beginning and end of the year BREFE

Impairment testing of goodwill

Goodwill acquired through business combinations is related
to the cash-generating unit of terminal storage and the
handling of liquid chemicals. Its recoverable amount has been
determined based on a value in use calculation using cash
flow projections based on financial budgets covering a five-
year period approved by senior management. The discount
rate applied to the cash flow projections is 8.1% (2018: 8.3%)
and cash flows beyond the five-year period are extrapolated
using an inflation rate of 5% (2018: 5%).

Assumptions were used in the value in use calculation of the
cash-generating unit of terminal storage and the handling of
liquid chemicals. The following describes each key assumption
on which management has based its cash flow projections to
undertake impairment testing of goodwill:

Discount rate — The discount rate used is before tax and
reflects specific risks relating to the relevant units.

Inflation rate — The basis used to determine the value assigned
to cost of sales and the revenue price is the forecast price
indices during the budget year in the PRC.

A SR M =

31 December 2019
2019 12731 H

17. BE

2019 2018

HK$°000 HK$’000

TER TAT

1,210 1,210
B Rl (B R

FREBAHEECHE S RRENL
ERMEERTREENREEES
ﬁL ’ ETH&Z@@%&E&LAEE@AL%%E
RIMEE 2 ERAEETE - MRER
EEANEHEREEEEZ AT
PFEEmMTE - RenEfRAlEA
ZHITIREA58.1% (20184 : 8.3%) °
i@ AFHEMNESREREAR
5% (20184F : 5%) Z FAREHEA o

STEReELBM KRB EmiERERE
FREENEREERZSIARRK -
ATHAEEERAGTERSRETRE
ALVETAERENR . FBEER
B

THE—ERZFRRRERBAT - I
RMEBEBEREELEBEMZFER

B o
BRFEF-RARBEDEEEEHENK

ARBABROEESAEFEESD
BIRTERIERIEEN -
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18. INVESTMENT IN AN ASSOCIATE 18. R—REBZEQATNKRE
2019 2018
HK$’000 HK$’000
FHBxT T
Share of net assets EIEEEFE 17,219 17,910

Particulars of the Group’s associate as at 31 December 2019
are as follows:

Particulars Place of
of issued registration
Name shares held and business
BECRT EEa11)Nd
=g RAD 5 EBHR
Tianjin Tianlong Registered PRC/
Liquid Chemicals capital of Mainland
Storage and US$1,950,000 China
Transportation Co., Ltd. #* HMER FE R E A
RERERECIMHE 1,950,000 7T
BRDE #
# Pursuant to the articles of association, the Group has

significant influence but not unilateral control over this entity.
The statutory financial statements are not issued by Ernst &

Young, Hong Kong or another member firm of the Ernst &
Young global network.

The interest in the associate is indirectly held by the
Company.

Dragon Crown Group Holdings Limited #EFEEZERAR A F

MR2019F12 31 B AEE B E A

BIREFIBEAT ¢

Percentage of
equity interest

attributable to Principal

the Group activities
rEEEN

REEDL TEXEH

65 Terminal storage

and handling of
liquid chemicals
Rl 2m

TE5E 1T M e 12

¢ RBEMEZAA  AEEHZE

BAEEAYE  BEE—f2fE -

* EEMBRERL IFR BB KGR

BN =75 P sk 22 K BIBR AR 4% E At oK B

DB T
REERF 2 EmAAR R B EER
=
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19.

Notes to Financial St nts

INVESTMENT IN AN ASSOCIATE (continuead)

The following table illustrates the financial information of the
Group’s associate:

A SR M =

31 December 2019
2019 12731 H

18. R—AEHEQARNRE (&)

TEHAAREIHEAT I HBE

2019 2018
HK$’000 HK$'000
FET T
Share of the associate’s loss for the year — JE{GHE R AIF N EE (379) (369)
Share of the associate’s other FE(GEE = AR Bt 2 A EE
comprehensive loss (310) (995)
Share of the associate’s total B E R E 2 EEERRE
comprehensive loss (689) (1,364)
Aggregate carrying value of the AREEPN AR R
Group’s investment in an associate & 7 HABREE 17,219 17,910
INVESTMENTS IN JOINT VENTURES 19. REELRHRE
2019 2018
HK$’000 HK$’000
FET F&T
Share of net assets EIEEERE 313,141 325,543
Goodwill on acquisition WREEE 2 & 13,527 13,767
326,668 339,310
Loans to a joint venture m—EAEEPEREZER 160,027 134,400
486,695 473,710

Loans to a joint venture of RMB122,000,000 (approximately
HK$136,469,000) (2018: RMB93,000,000 (approximately
HK$105,872,000)) and RMB21,060,000 (approximately
HK$23,558,000) (2018: RMB25,060,000 (approximately
HK$28,528,000)) are unsecured, bear interest at fixed rates
of 6.0% per annum (2018: 6.0%) and 6.4% per annum (2018:
6.4%), respectively, and are repayable from 2021 to 2023
(2018: from 2021 to 2022). In the opinion of the directors,
these loans are considered as part of the Group’s net
investments in the joint venture. There was no recent history
of default and past due amounts for loans to joint venture.
As at 31 December 2019 and 2018, the loss allowance was
assessed to be minimal.

m—EE & FERE#E 122,000,000 A
R (49136,469,000/8 7T) (20184 :
93,000,000 A R ¥& (49105,872,000/7%8
L) 21,060,000 A R # (4923,558,000
7B7T) (20184 : 25,060,000 A ¥ (47
28,528,000/ L)) KB F A KA -
D RILAIREB.0% (20184 : 6.0%) Miz
£6.4% (20184 : 6.4%) HEE B E5t
B WH20214F F£20234F (20184 :
E2021F £20224F) HiNEE - &5
REZEENBAERNREELEF
BEH 35 o T EHER S E D
¥ERMEN TS AR - HE
20194 K 201845128310 - EiafiE
Wb BRI o
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19. INVESTMENTS IN JOINT VENTURES (continued)

Particulars of the Group’s joint ventures are as follows:

19. REELENRE(E)

AEBEESERENFHRNOT

Percentage of
Particulars Place of CELS
of issued registration Ownership Voting Profit Principal
Name shares held and business interest power sharing activities
BEERf
2 Rtys EMREEEH EEEER REE  ERER TEEH
Ningbo Ningxiang Liquid Chemicals Paid-up capital of PRC/ 60 60 60  Terminal storage and
Terminal Co., Ltd.* RMB7,350,000 Mainland handling of liquid
ERENRIREBEERAA BRBRA China chemicals
7,350,000A K% e/ BRI ERER
HEIAH REREE
Ningbo Xinxiang Liquid Chemical Paid-up capital of PRC/ 60 60 60  Terminal storage and
Store Co., Ltd.** RMB4,200,000 Mainland handling of liquid
BT ARE L IARER AR BRRA China chemicals
4,200,000 A K ¥ e/ BRI ERER
HEAH REREE
Weifang Sime Darby Liquid Terminal Paid-up capital of PRC/ 50 50 50  Terminal storage and
Co., Ltd.* ("WSDL") (note 30) RMB540,000,000 Mainland handling of liquid
S HEE R MEEE R AR HRRA China petrochemicals
(TwsDLI) (Bi££30) 540,000,000 A R ¥ i,/ BRAIRER
HEIAH REREE

The interests in the joint ventures are indirectly held by the
Company.

# Pursuant to the articles of association, the Group has joint
control of these entities with other joint venture partners.

* The statutory financial statements are not issued by Ernst &
Young, Hong Kong or another member firm of the Ernst &
Young global network.

- During the year ended 31 December 2019, the Group did not

further inject capital (2018: RMB40,000,000 (equivalent to
approximately HK$46,586,000)) to WSDL.
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31 December 2019
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INVESTMENTS IN JOINT VENTURES (continued) 19. REELENRE(E

WSDL, which is considered a material joint venture of the WSDLAASE —HEZENE &1t
Group, is engaged in terminal storage and the handling of ¥ EHPBRt it ERE AL MIEEE
liquid petrochemicals in Mainland China and is accounted for EFREEIRER - WA AR

using the equity method.

The following table illustrates the summarised financial TRMMWSDLE B B E R E (B3t
information in respect of WSDL adjusted for any differences BABRRZEMNEZEELAE) B
in accounting policies and reconciled to the carrying amount HIERFRE VB wERARNREE :

in the consolidated financial statements:

2019 2018
HK$’000 HK$’000
FHET FAT
Current assets (including cash and MENE EE (84575,911,000

cash equivalents of HK$75,911,000 7T (20184F = 121,270,000

(2018: HK$121,270,000)) BRI ReRREEFEY) 226,870 271,941
Non-current assets, excluding IERBEE - TEEME (B

goodwill (including construction in 262,164,000/ 7T

progress of HK$262,164,000 (20184 : 339,519,000/ L)

(2018: HK$339,519,000)) ZIERTD) 1,503,603 1,497,179
Current liabilities mENEE (867,105) (890,403)
Non-current liabilities JEnBaE (285,719) (277,348)
Net assets BEFE 577,649 601,369
Recondiliation to the Group’s interest in AEER—HEEREY

a joint venture: MR ¢
Proportion of the Group’s ownership INEE 2 A R s L 17 50% 50%
Group’s share of net assets of a joint AEEEGE—EaEbECE

venture, excluding goodwill EFE TeEms 288,825 300,684
Goodwill on acquisition W BB s A 7 P 13,527 13,767
Carrying amount of the investment & ZEREE 302,352 314,451
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19. INVESTMENTS IN JOINT VENTURES (continued) 19. REELENRE(E)

2019 2018

HK$’000 HK$’000

FET FAT

Revenue WA 133,712 134,016

Depreciation e (47,263) (39,420)

Amortisation B3R - (1,424)

Interest expenses AMERXZ (49,555) (43,457)

Income tax credit FriSiii e 119 125

Loss for the year FREE (13,453) (7,096)

Other comprehensive loss for the year FREMEEEE (10,267) (30,114)

Total comprehensive loss for the year FAEHEGERERE (23,720) (37,210
The following table illustrates the aggregate financial TERAAAEEBRENEIEE 2

information of the Group’s joint ventures that are not EZEHPBER

individually material:

2019 2018
HK$’000 HK$’000
FHET FAT
Share of joint ventures’ profit for the year — FE{G & &b % & A% A 4,640 4,997
Share of joint ventures’ other EhEERE
comprehensive loss Efth2AEEE (355) (1,227)
Share of joint ventures’ total ERE B
comprehensive income 2 ERA B 4,285 3,770
Aggregate carrying amount REBRGEDE
of the Group’s investments W& 2 BRREE
in joint ventures 24,316 24,859
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21.

Notes to Financial St

FINANCIAL ASSET DESIGNATED AT FAIR VALUE
THROUGH PROFIT OR LOSS

During the year ended 31 December 2018, the Group
disposed of the investment at a cash consideration of
HK$46,702,000 and a gain on disposal of HK$5,502,000
was recognised. As at 31 December 2019 and 2018, the
Group had no financial asset at fair value through profit or
loss.

ACCOUNTS AND BILLS RECEIVABLES

Accounts receivable JEYBRETR
Bills receivable FEW =%

The Group’s trading terms with its customers are mainly on
credit, except for new customers, where payment in advance
is normally required. The credit period is generally 30 days,
extending to up to 60 days for major customers. The
Group seeks to maintain strict control over its outstanding
receivables. Overdue balances are reviewed regularly by
senior management. The Group did not hold any collateral
or other credit enhancement over its accounts receivable
balance. Accounts receivable are non-interest-bearing.

20.

21.

nts
B TRk B =

31 December 2019
2019 12731 H

EEZEBBEBREAANENEZESH
BE

REZE2018F12A31BILFE - K
£ LI £ R (E46,702,000/8 T &
Z I E W HERS5,502,000/8 LAY H
EUE - 120194 K 20184 12 A31
B AEBEWEBBIERZ AL ER
EZEREE -

FEBRA R BB
2019 2018
HK$°000 HK$'000
FEx TET
30,918 48,159
1,586 1,858
32,504 50,017

BEEP —RARENTIN  AEH
MEPAZZHERY - ERH—R
/RB30K - EBEPEVBHR AT
RE60K - AEBBIBIERHE KB
EREES - sRERESEREX
B R o AR B 3 S L H R MR R
EHRBEEMERRREMER R
Tt o RYSRRALEET S -
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21.

ACCOUNTS AND BILLS RECEIVABLES (continued)

An ageing analysis of the accounts receivable at the end of
the reporting period, based on the invoice date, is as follows:

Current to 30 days BNEAZ=30K
31 to 60 days 31E60X
61 to 90 days 61Z290K
Over 90 days 90K A E

An impairment analysis is performed at each reporting date
using a provision matrix to measure ECLs. The provision
rates are based on days past due for groupings of various
customer segments with similar loss patterns (i.e., by
customer type). The calculation reflects the probability-
weighted outcome, the time value of money and reasonable
and supportable information that is available at the reporting
date about past events, current conditions and forecasts of
future economic conditions. Generally, accounts receivable
are written off if past due for more than one year and are not
subject to enforcement activity. As at 31 December 2019
and 2018, the Group estimated the expected loss rate of
accounts receivable is minimal and no ECL allowance in
respect of these balances is made.

Dragon Crown Group Holdings Limited #EFEEZERAR A F

21.

FEW R R R 4B (2

RIEHR - REBXZBHMAEED
FEUSRF BRI DATANT

2019 2018
HK$’000 HK$'000
FEx THET
28,833 32,817
738 12,121

832 3,219

515 2
30,918 48,159

&R B A AR BB TRE
S FFEEHEEESE - BE
EDERAFRUEBEBRERXNZ [E
BEHEAR (BMzEFEAEE5) /)
BEIRBEETE o s4aT B R N
HER - BEERERNRE B AED
BRABRAEIE - BRI RARREE
REERANEERAISEER - —KM
= WEWERF G BiEER —F - AT
LA#SE - B DT IERR - B
20194 2018% 12 A31H » A& E
T FE R SRTEEAES IE RT3
WEHBBZSERIELTEHREEE
BEE -
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PREPAYMENTS, DEPOSITS AND OTHER 22, MR BEREMEKRFIE
RECEIVABLES

2019 2018
HK$’000 HK$’000
FHET FBT
Prepayments SEANE-N 9,562 8,509
Deposits and other receivables e R HALEW IR 27,653 24,391
37,215 32,900
Portion classified as current assets (note) D IBAREEERE D (FizE) (34,652) (28,720)
Portion classified as non-current assets DI RIEREEERE S 2,563 4,180
Note: s
As at 31 December 2019, included in deposits and other R2019E12A31H » BREAERES M
receivables was a receivable from WSDL, a joint venture of HEWRFEAREARAZEE
the Company, of HK$26,783,000 (2018: HK$18,773,000), FEWSDLH)—%26,783,000/8 7T
which was unsecured, interest-free and repayable on (20184 : 18,773,000/ 7T) & & Y 7K
demand. I8 ZHEAEER B RARE
The financial assets included in the above balances relate rFilEBP EENSREEERIIW
to deposits and receivables for which there was no recent EiE R s ke e iR REWK
history of default and past due amounts. The carrying HIERE - 25k REMERGRIE
amounts of these deposits and other receivables approximate HAREESE AR EEE © R20194
to their fair values. As at 31 December 2019 and 2018, the 2018512831 H » EHiER AT
loss allowance was assessed to be minimal. HAKIE -
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23. CASH AND CASH EQUIVALENTS

Cash and bank balances He RIRTTHER

Time deposits with original maturity of

less than three months TEHAFRK
Cash and cash equivalents on the RERE W ISR R HY

consolidated statement of
financial position

At the end of the reporting period, the cash and bank
balances denominated in Renminbi (“RMB”) amounted to
HK$210,550,000 (2018: HK$132,588,000). RMB is not
freely convertible into other currencies, however, under
Mainland China’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange
RMB for other currencies through banks authorised to
conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily
bank deposit rates. Short term time deposits are made
for varying periods of between one day and three months
depending on the immediate cash requirements of the Group,
and earn interest at the respective short term time deposit
rates. The bank balances are deposited with creditworthy
banks with no recent history of default.

Dragon Crown Group Holdings Limited #EFEEZERAR A F

REFMEIR=MAZ

RBelBReEHEY

BERAEEEY
2019 2018
HK$°000 HK$'000
FEx TAT
70,574 91,005
172,624 103,867
243,198 194,872

RARBERR - UARE(TARE])
FHERIR S MIRTTA#2E210,550,000
77T (20184F : 132,588,000 7T) °
ARETREARLBREMER - 4
i+ AR5 R B P 2t O OB B 2 AR 51 K
HE SERNEEERTE A%
BB R TTINE MR
17 BARKE IR E M ER -

RITRSEE AR TERALN T
SERBIALE - 5 HE SRR
F-RI=EATE - RFAEEL
BB EBRME -+ I ARG
FEHRE ROR R BRI 8 © SRITHEBTE
MO K0T 8 - BB RITPHIE
7
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OTHER PAYABLES, ACCRUALS AND CONTRACT
LIABILITIES

A SR M =

31 December 2019
2019 12731 H

24. HMENNKE  BtBERARENE
&

2019 2018

HK$’000 HK$’000

FET T

Other payables HAb e FRIR 5,280 3,404

Accruals FEETER 13,973 8,564
Contract liabilities in relation BABRLERAMELHERE

to deferred income 31,111 36,594

50,364 48,562

Less: Current portion W RENES S (23,903) (16,473)

Non-current portion IERENES D 26,461 32,089

Other payables are non-interest-bearing and have an average
term of one month.

The contract liabilities represented the aggregate amount of
the transaction price allocated to the performance obligations
that are unsatisfied as of the end of the reporting period. The
Group expects that the transaction prices allocated to the
unsatisfied performance obligations will be recognised as
revenue when the Group provides services to the customer.

As at 31 December 2019, the contract liabilities included
deferred revenue arising from the terminal storage and
the handling services of liquid chemicals. The decrease in
contract liabilities in 2019 was mainly due to the decrease
in deferred revenue arising from the terminal storage and
handling services of liquid chemicals. Included in non-current
portion of HK$26,461,000 were contract liabilities in relation
to deferred revenue expected to be recognised in more than
one year related to provision of terminal storage services.

Hip NIRRT S B FHENRS
AEA -

BHBEBEEEREMROELERT
REHDEENR ZEREE - AEH
BN EERTRBHRENXHE
RN AEE[EFERE MR
RSN -

M2019%F12A310 ' AHAEBERE
R B RIS SER T MR R E
BRI © 2019F A N A ER D
FERNREBCERNIEERTRE
BRBELNETERARD - 5T A
BN ER > H926,461,000/8 7T B A 1R
HIGERFREERZ N —FHRE
EEWAREHBE -
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25. INTEREST-BEARING BANK AND OTHER

BORROWINGS
Effective interest rate
BRH =

Current TET S

Lease liabilities (note 16(c))  3.73% - 4.75%
HEAE(E16(0)

Bank loan - unsecured Hong Kong Interbank
Offer Rate (‘HIBOR"),
plus 1.4%
RITER—BER BERTARFEFE
(IBEBRTRARFEFE])
+1.4%

Bank loan - unsecured HIBOR, plus 1.9%

BITER - B BB RITEEREHEL1.9%
Total current bk i)
Non-current ik i)

Lease liabilities (note 16(c)) 3.73%
HEEE(E16(0)

Bank loan - unsecured HIBOR, plus 1.4%
SRITEH— EHKH BBRITREREFE+1.4%

Bank loan - unsecured HIBOR, plus 1.9%

BAER - EEKH EBRTREREFEL.9%
Total non-current BERBHHD
Total FH

Dragon Crown Group Holdings Limited #EFEEZERAR A F

25, HESTRHEMES

Maturity
ZEA

2020
20205

2020 (2018: 2019)

20204 (20184 : 2019%)

2020 (2018: 2019)
20204 (20184 : 2019%)

2021
20214

2021 (2018: 2020 to 2021)
20214 (20184 : 20205 &
2021%F)

2021 (2018: 2020 0 2021)
20214 (20184 : 2020 %
20214F)

2019 2018
HK$'000 HK$'000
TET TET
2,652 =
49,000 24,000
3,000 3,000
54,652 27,000
1,941 =
124,000 123,000
22,500 25,500
148,441 148,500
203,093 175,500
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25. INTEREST-BEARING BANK AND OTHER
BORROWINGS (continued)

Analysed into: A
Bank loans repayable: ROERER
Within one year 15/
In the second year FEOF
In the third to fifth years, inclusive FIE5F (BHEEEMF)

Other borrowings repayable: HifsEEE :

Within one year 15/
In the second year Eopkis
Notes:

(@  As at 31 December 2019, except for the lease liabilities of
HK$782,000 (2018: Nil) are demoninated in Renminbi, all
borrowings are denominated in Hong Kong dollars.

(b)  Asat 31 December 2019 and 2018, no bank guarantees were
provided by the Company and its subsidiaries.

25.

31 December 2019
2019 12731 H

S8R4T R A E (D)

2019 2018
HK$'000 HK$'000
TET TET
52,000 27,000
146,500 52,000
- 96,500
198,500 175,500
2,652 =
1,941 =
4,593 =
203,093 175,500

@@ M2019%12H31H  KHEEEE
782,000 7T (20184F : ) LAAR
HEtEN - RBEESAE T
o

(o) MA2019F %2018 12H31H » &

X E) e EL Y B A B AR AR A TR
TTHEAR ©
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26. DEFERRED TAX 26. EEHIE
Movements in deferred tax liabilities and assets during the RAFERLEHBEEBEREEZTHF
year are as follows: BT
Deferred tax liabilities EEREEE
Withholding
taxes
M
HK$'000
FHIT
At 1 January 2018 R2018F1 A1H 4,016
Deferred tax charged to the statement of profit BF NEmRHBRAEERE (fiE12)
or loss during the year (note 12) 4,363
Withholding tax paid on repatriation of earnings from  s—FEIMB AR RAEE
a subsidiary and joint ventures B 1 & | 2 A5 B9 TR 3B (3,874)
Exchange realignment M 3, (73)
At 31 December 2018 and 1 January 2019 72018512 H31H k201941 A1R° 4,432
Deferred tax charged to the statement of profit BFNBmRHBRAEERE (fiE12)
or loss during the year (note 12) 4,214
Withholding tax paid on repatriation of earnings from  Bi—EMB AR K& &S E
a subsidiary and joint ventures B 1 & 2 5 B9 TE 308 (5,203)
Exchange realignment b 5 2 (49)
At 31 December 2019 M2019%F12A31H 3,394



26. DEFERRED TAX (continued)

Deferred tax assets

At 1 January 2018

Deferred tax credited to the statement of profit
or loss during the year (note 12)
Exchange realignment

At 31 December 2018 and 1 January 2019

Deferred tax charged to the statement of profit
or loss during the year (note 12)
Exchange realignment

At 31 December 2019

Notes to Financial St

26. IEIEFIIE (&

EERBEE

20181418
ST AFREBREAELEHIE (E12)

EE 51 2

R2018412 31 A &2019F1 A 1R
ATAF AR R AELEHIA (i 12)

P& i R
R2019512 A31H

Annual Report 2019 FERE

nts
B R 2R M =

31 December 2019
2019 12731 H

Timing
difference
on revenue
recognition
of taxable
profit
PERRBURA B
WA
RREZER
HK$’000
THBIT

8,608
(352)

8,256

(874)
(131)

7,251
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26. DEFERRED TAX (continued) 26. ELEHIEE
Pursuant to the PRC Corporate Income Tax Law, a 5% to RIEP BB FEMENE - MR BA
10% withholding tax is levied on dividends declared to foreign BXSIEVANE TR ERIFE MR B E B IRR
investors from foreign investment enterprises established in BBHEWE5%ZE10%MTEHF © %
Mainland China. The requirement is effective from 1 January HEB2008F1 A1HREY - WiE
2008 and applies to earnings generated after 31 December FAR2007F12 A1 H 2 BEANEA
2007. A lower withholding tax rate may be applied if there A o A B A B MR B & BT A
is a tax treaty between Mainland China and the jurisdiction EERERIBHBEEHE - BIAik
of the foreign investors. For the Group, the applicable rate BERTEHNREGT - RAEEmF
is 5%. The Group is therefore liable to withholding taxes on AT ERL% - Fit - AEEER
dividends distributed by the subsidiary, associate and joint R E A I B AR « BEQ
ventures established in Mainland China in respect of earnings AN A EDEMN2008%1 A1 HRRFT
generated from 1 January 2008. BREMIKER SN -
The Group has tax losses arising in Hong Kong of REBRBEAEEANMEEIE
HK$162,957,000 (2018: HK$140,228,000) that are available 162,957,000/ 7T (20184F : 140,228,000
indefinitely for offsetting against future taxable profits of the BIT) - FIEREAR AR SHE E B
companies in which the losses arose. Deferred tax assets RNEIR BB ERTNEN o AREAIRIE
have not been recognised in respect of these losses as HIEEEMMBAREEE—BRREE -
they have arisen in subsidiaries that have been loss-making BARARESERE T AL ELER
for some time and in the opinion of the directors of the PO Al SETR IR EE - Bz
Company, it is not considered probable that taxable profits EERREERIEEE
will be available against which the tax losses can be utilised.
There are no income tax consequences attaching to the NN ENRAS T AR R 2 AR B BE & (AT T
payment of dividends by the Company to its shareholders. BHRER -
27. SHARE CAPITAL 27. BRA
2019 2018
HK$’000 HK$'000
FTER FHIT
Authorised: EE
4,000,000,000 ordinary shares of 4,000,000,000/% & HE{E
HK$0.10 each 0108 7L LA 400,000 400,000
Issued and fully paid: ERTRAR :
1,220,628,000 ordinary shares of 1,220,628,000% F i H &
HK$0.10 each 0108 T &z 122,063 122,063
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28.

29.

Notes to Financial St

SHARE OPTION SCHEME

A share option scheme was adopted on 23 May 2011 (the
“Share Option Scheme”) to provide incentives to eligible
participants (including employees, executives or officers,
directors including non-executive directors and independent
non-executive directors, advisers, consultants, suppliers,
customers and agents of the Company or any of its
subsidiaries) for their contribution to the long term growth of
the Group and to enable the Company to attract and retain
high calibre employees. During the years ended 31 December
2019 and 2018, no share options were granted, exercised or
cancelled by the Company under the Share Option Scheme.
There were no outstanding share options under the Share
Option Scheme as at 31 December 2019 (2018: Nil).

RESERVES

The amounts of the Group’s reserves and movements therein
are presented in the consolidated statement of changes in
equity.

(i) Capital reserve

The capital reserve mainly represents the difference
between the consideration and the book value of the
share of the net assets acquired in respect of the
acquisition of non-controlling interests.

(i) Reserve funds

In accordance with the relevant regulations applicable
in the PRC, the Group’s subsidiary established in the
PRC is required to transfer a certain percentage of
its statutory annual profit after tax (after offsetting any
prior year’s losses), if any, to the reserve funds until
the balance of the funds reaches 50% of its respective
registered capital. Subject to certain restrictions
as set out in the relevant PRC regulations, the
statutory surplus fund may be used to offset against
accumulated losses of the PRC subsidiary. The amount
of the transfer is subject to the approval of the board of
directors of the PRC subsidiary.

28.

29.

nts
B TRk B =

31 December 2019
2019 12731 H

BRESE

REE 201145 B 23 HER AR 12
STEI(MERERTE) - EERBEE
K2 mE (BIEAR R KEEMAME
NAIZEE  ITRABS=ABE
EE(BEENTES RBILIENTT
B%) B #HE - #HED T
FRRE)  BHEHAEEREE
RIEHZER - (REARQRRA RIS
BRTHZER - REZE2019F &
2018F12A31HIEFER - AR F]
BERRERET EIR L - 1T SGE
SHEBRYHE - A2019F 128318 » BB
MRSt &I T 2 AR R EIT(E
(20184 : &) °

f1s
REENEEREEEDB25IR
BAEREDE -

() EAEE

BEAFREZEE BRI
S EREEMKEE
EFEREECRNERE -

(i) fFHEES

RIBEFBEERORBER - K
SER B E AR EA
BETADHLEBRERBIEZ (K
HEMREFEEBERR)AEF
Bk (B EFEES - B
EESHERKEINZTEEMER
H150% ° 38 <7 A B BUAR
FREEE TRHEIT - JXE &%
RiES A AR HE S EKE A
AIMREER - BRSBAL
TEMBARESTSNILE -
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29. RESERVES (continued)

(iii) Exchange fluctuation reserve

The exchange fluctuation reserve comprises all foreign
exchange differences arising from the translation of the
financial statements of operations in the PRC which are
dealt with in accordance with the accounting policy set

out in

note 3.

30. NOTES TO THE CONSOLIDATED STATEMENT OF
CASH FLOWS

(@) Major non-cash transactions

U)

(i)

(iv)

Dragon Crown Grol

As at 31 December 2019, the Group recorded
other payables and accruals in relation to
additions of property, plant and equipment of
HK$26,000 (2018: HK$27,000). The additions
have had no cash flow impact on the Group
during the years ended 31 December 2019 and
2018.

During the year ended 31 December 2019,
HK$1,617,000 (2018: HK$462,000) in relation to
the purchase of property, plant and equipment
was transferred from prepayments to property,
plant and equipment.

During the year ended 31 December 2019,
loan interest income of HK$10,115,000 (2018:
HK$10,971,000) from a joint venture was settled
through a receivable from a joint venture.

During the year ended 31 December 2019, the
Group had non-cash additions to right-of-use
assets and lease liabilities of HK$1,658,000 (2018:
Nil) and HK$1,658,000 (2018: Nil), respectively,
in respect of lease arrangements for building and
structures.

up Holdings Limited BEfI&EEIZIAER AT

20. (2

30.

(iii)

BE 5 R B

EXRBFEEEREEPEE
5 0 75 R By EE AR WO P HME
R WREMES e & st
BURERIE ©

FERERERMET

(a)

FRHFRERS

0

(i)

(i)

MN2019%12A31H -
AEBEHRGEBBAEY
¥ BB REEHEAE
5878 & fE 51 & 326,000
77T (20184 : 27,0007
TL) ° A B A EE
Z2019%F 201812 A
1AL FERITERES R

==

B
ErE°

HE2019%F12A831H 1k
FE - BAUEBEYME K
B R & ER5kIE1,617,000
75T (20184F : 462,000
T e E Y - B K
A2 TAITER

HZE2019F12A31H 1k
FE - RE—HEELE
#10,115,0005 7T (2018
£ 10,971,000 7T) Bk
FEWABEBEK—EE
EEMEBRRDE ©

HZE2019%F12A31H 1k
FE - pEFNEEYME
ELHms  A&EER
EEERAEAENIER
ERE D AIA1,658,000
BT (20184  T) K
1,658,000/ 7T (20184 :
=) e



30. NOTES TO THE CONSOLIDATED STATEMENT OF 30.

CASH FLOWS (continued)

(b)

Notes to Financial St

Changes in liabilities arising from financing (b)

activities

2019

At 31 December 2018
Effect of adoption of HKFRS 16

At 1 January 2019 (restated)

Changes from financing cash flows

New leases

Interest expenses

Interest paid classified as
operating cash flows

Exchange realignment

At 31 December 2019

2018

At 1 January 2018
Changes from financing cash flows
Interest expenses

At 31 December 2018

7201812431 H
BRANE B 15 R A
F1CHEHTE

R2019%1 F18 (& E5)

MEBEREL

FEE

F Bz

DIEAKERESREN
BERAFE

b 3 %

7201912 831 H

R2018F1 A1H
MEBRSREEE)
FERX

R2018412 318

nts

A SR M =

31 December 2019
2019 12731 H

RERERERMEE

RAEDFEEHEERD
Interest-
Lease bearing
liabilities bank loans
HEAE TEHRITEXR
HK$’000 HK$’000
FET FHET
- 175,500
5,612 -
5,612 175,500
(2,667) 14,497
1,658 -
232 8,503
(232) -
(10) -
4,593 198,500
Interest-
bearing
bank loans
AT EIRTTE
HK$'000
T
228,583
(60,267)
7,184
175,500
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30. NOTES TO THE CONSOLIDATED STATEMENT OF 30. FREHEERERMT#E)
CASH FLOWS (continueq)

(c) Total cash outflow for leases (c) HEFRSRHEEE
The total cash outflow for leases included in the HRREeREXFHERESMN
statement of cash flows is as follows: AN

2019

HK$’000

FExT

Within operating activities REEETEEN 11,374

Within financing activities REVEREIA 2,667

14,041

BEEAFERES 2B ETH
BAA

31. PARTLY-OWNED SUBSIDIARY WITH MATERIAL 31.
NON-CONTROLLING INTERESTS

ATESIEREAEAI RS

Details of the Group’s subsidiary that has material non-

158

controlling interests are set out below: AEBHBARFS -
NJDC AREA
2019 2018
Percentage of equity interest held by AR e P R R R
non-controlling interests in NJDC Ix#EE ot 9.99% 9.99%
2019 2018
HK$’000 HK$’000
FHET FAT
Profit for the year allocated to FRNHIE T IR R
non-controlling interests Z A 6,668 9,220
Dividends paid to non-controlling X TR AT
interests of NJDC a2 R E 11,013 17,866
Accumulated balances of non-controling  FEIZERRFEZS A RE HAK
interests at the end of the 2 RIS
reporting period 45,120 50,214

Dragon Crown Group Holdings Limited #EFEEZERAR A F



31.

Notes to Financial St nts
Bt I3k M =

31 December 2019
2019 12731 H

PARTLY-OWNED SUBSIDIARY WITH MATERIAL 31. BEEAFEREZ 2D EEH

NON-CONTROLLING INTERESTS (continued) BATR (&)
The following tables illustrate the summarised financial TEREAA LB A BB TS B BT
information of the above subsidiary. The amounts disclosed Z o FIRFE S IIAREEM AR EE
are before any inter-company eliminations: 8 :
2019 2018
HK$’000 HK$’000
FHET FAT
Revenue WA 229,849 262,491
Other income H A 2,613 6,623
Total expenses B (165,091) (175,655)
Profit for the year F N A 67,371 93,459
Total comprehensive income for the year ~ FREFEURA 4258 59,192 68,507
Current assets MENEE 66,463 86,197
Non-current assets ERBNEE 526,437 580,830
Current liabilities mEAE (94,822) (112,269)
Non-current liabilities JEMENEE (26,461) (32,089)
Net cash flows from operating activities KEEBFBRERE T 138,672 145,934
Net cash flows used in investing activities & EBFTRIR ¢ REFHE (9,149) (4,113)
Net cash flows used in financing activites ~ B /EBFTAE S REF5E (133,066) (148,765)
Net decrease in cash and cash equivalents 84 K&IE & SEYR H5E (3,543) (6,944)
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32. COMMITMENTS 32. EiE
(a) The Group had the following capital expenditure (@) RIMEHR XEBHFTINE
commitments at the end of the reporting period: AR S AGE
2019 2018
HK$’000 HK$ 000
FER FATT
Contracted, but not provided for: BERT4Y - (BAREE
Buildings and structures BF RIZEY) 5,187 8,187
In addition, the Group’s share of a joint venture’s own BN - EXRET R 2 AEBELS
capital commitments, which are not included in the BINER G 7 BAFILE - YT -
above, is as follows:
2019 2018
HK$’000 HK$’000
FET FAT
Contracted, but not provided for: ELETAY - BREEAE -
Buildings and structures BFRIZEY) 262,149 297,422
(b) Operating lease commitments (b) RETHERE
As lessee ERAAA
The Group leased a certain portion of its office premises REERBLCEHEELHEEE
and pipe racks under operating lease arrangements. EETMAMERER - %%
The leases are negotiated for terms ranging from one to MHEF M ER1E3F ©
three years.
At the end of the reporting period, the Group had total RS R - R MR AT
future minimum lease payments under non-cancellable HEEHENARRERS R
operating leases falling due as follows: BAR TSIFAAT
2019 2018
HK$’000 HK$000
FER FATT
Within one year 1R - 14,375
In the second to fifth years, inclusive F2E5F (BIEEEME) - 3,960
- 18,335
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33. RELATED PARTY TRANSACTIONS

(@) In addition to the transactions detailed elsewhere in
these financial statements, the Group had the following
material transactions with related parties during the year:

Terminal service expenses: SRR -

Nanjing Chemical Industry Park Public R R{LE T 2EAFH
Services Company Ltd.

Rental and auxiliary expenses: HERMBRAY :

Nanjing Jiangbei New Area
Construction Investment Group
Co., Ltd. (“NJCI")

Dragon Crown Investments Limited

SEERAF
(NTdt])

(“DC Investments”) ([ TEER])
Interest income: FBUA -
WSDL WSDL

Notes:

(i) Terminal service expenses were charged in
accordance with the terms mutually agreed
between the Group and the related company
which was a non-controlling shareholder of NJDC.

(i)  Rental and auxiliary expenses were charged
in accordance with the terms mutually agreed
between the Group and a non-controlling
shareholder of NJDC for the use of pipe racks.

@iy ~ The Group, as the lessee, entered into a three-
year office lease agreement ending on 31
December 2021 with DC Investments at monthly
rental of HK$165,000. DC Investments is a
company in which Mr. Ng Wai Man and Mr.
Chong Yat Chin, directors of the Company, have
98% and 2% interests, respectively. As at 31
December 2019, the Group recognised the lease
liability of HK$3,810,000.

EXAREEAT

BRIt HRERIRE

EAMCTRRARAQF

A SR M =

31 December 2019
2019 12731 H

33. BBMALXRES

(@) FRFBEIHMREMIETT AR
RN AEERFN G R
BATETATERRS

2019 2018
Notes HK$000 HK$000
Bt BT FHIT
0} 5,478 5,342
(i 11,846 12,444
(i) 1,980 1,680
(iv) 10,115 10,971

Wi

0 FEEREAXIREAE
=) 2 B B A B AR L R E Y
S SANEA) NIV
MR BEAM IR AR o

(i) FHEERMERZIIIRER
& Bt REE A AR
MRE LA EREEIHE
B IR AT o

(i) ANEBEEARMEAREEE
A IEELNG AES
165,000/ TTR] L H =
202112 A31H I AHA3
FRAEHERE - &
AEITEBAARGIES
REREERFEHBEE
&R 5 RIER 98% K% 2%
Wz 2 A E] o 12019412
A318 @ AEBE®REE
£ 153,810,000/ 7T °

Annual Report 2019 FERE

161




o Financial Statements
gy E L

31 -December 2019
2019442 A 31 H

33. RELATED PARTY TRANSACTIONS (continued)
(@) (continued)

(iv)  The shareholder’s loans of RMB122,000,000
(2018: RMB93,000,000) and RMB21,060,000
(2018: RMB25,060,000) to WSDL were interest-
bearing at 6.0% (2018: 6.0%) and 6.4% (2018:
6.4%) per annum, respectively, unsecured and
repayable in five years.

The related party transactions in respect of items
(i), (ii), (iii) and (iv) above also constitute connected
transactions or continuing connected transactions as
defined in Chapter 14A of the Listing Rules.

(b) Commitments with related parties

()  The Group entered into a three-year office lease
agreement ending on 31 December 2021 with DC
Investments. As at 31 December 2018, the total
operating lease commitments that falls due within
one year was HK$1,980,000 and in the second
to fifth years was HK$3,960,000.

(i)  The Group entered into certain agreements
with NJCI for the use of pipe racks and auxiliary
services for periods up to and ending on 31
December 2019. As at 31 December 2019, the
Group had no operating lease commitments.
As at 31 December 2018, the total operating
lease commitments in relation to pipe racks and
auxiliary services falling due within one year, were
approximately HK$12,179,000.

(c) Details of the outstanding balances with related
parties are included in notes 19 and 22 to the financial
statements.
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33. BEMALRE(E

(a)

(b)

(c)

(&

(V)

MWSDL1Z #t K AR R B 5
122,000,000 A R# (2018
4 : 93,000,000 A R #5)
} 21,060,000 A R ¥
(20184 : 25,060,000 A
R¥) R EER - 95l
% %6.0% (2018 : 6.0%)
1:6.4% (2018 : 6.4%) &f
B - ZEBRRERAEE
- WERAFRES -

o

ERREEG) ~ (i) ~ (i) R (v)TEA R
BREA TR S IE K _E AR Al
FIAAZT THRRER 5 5B
ERG e

G B R A T 4F 2 AR

U

(i)

AEEEEA N TBIRET
M EZE2021F12 A31H
IERB=F2HAEHE
ko 72018412 A 31
B —FREHBZELE
& #HEH1,980,0007
TLME —ERFRNZFE
3,960,000/ 7T °

AEREETILEE RS G
REZE2019F12 A31H
IFEARE A E R R M B R%
MERT L& T © 12019
F12A31H » AEE W&
K EFSE - 12018
F12A318 - AEER
PR i e A
CHREEHERENR
12,179,000/87T °

BB A LR RBEERF
BENT BRI TE19/K22 -
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33. RELATED PARTY TRANSACTIONS (continuead) 33.

34.

(d) Compensation of key management personnel of the

Group

Short term employee benefits HHEERA
Post-employment benefits Rt B A
Total compensation paid BENEEEE
to key management personnel A B HF B 42 e
FINANCIAL INSTRUMENTS BY CATEGORY 34.

The carrying amounts of each category of financial
instruments as at the end of the respective reporting periods

are as follows:

Financial assets

Accounts and bills receivables

Loans to a joint venture

Financial assets included in prepayments,
deposits and other receivables (note 22)

Cash and cash equivalents

FEUBR R L iR
m—RHEEEERENER
STATERK ~ S R H AL
FEUGRIEN SR E
(ff7E22)
ReRBESEED

nts

A SR M =

BBALRS (&

31 December 2019
2019 12731 H

d) AEENEZEEIREABZM

2019 2018
HK$’000 HK$’000
FHET FHT
7,050 6,958
71 72
7,121 7,030
RERESHNERMIA
NEREHR > SPELRTENE®R
BT :
LREE

Financial assets at

amortised cost

BRBERAIIRNEREE
2019 2018
HK$’000 HK$’000
TR TAT
32,504 50,017
160,027 134,400
27,653 24,391
243,198 194,872
463,382 408,680
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34. FINANCIAL INSTRUMENTS BY CATEGORY 34.
(continued)
Financial liabilities
Financial liabilities included in other T AE M FERFRIE -
payables, accruals and contract liabilites ~ [EETERA MR AKX EE

35.

MEmAE

Interest-bearing bank and other borrowings

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group’s principal financial instruments comprise cash
and cash equivalents and interest-bearing bank loans. The
main purpose of these financial instruments is to finance the
Group’s operations. The Group has various other financial
assets and liabilities such as accounts and bills receivables,
deposits and other receivables, and other payables and
accruals, which mainly arise directly from its operations.

The main risks arising from the Group’s financial instruments
are interest rate risk, credit risk and liquidity risk. The board
of directors reviews and agrees policies for managing each of
these risks and they are summarised below.

Dragon Crown Group Holdings Limited #EFEEZERAR A F

ARRITEEMER

35.

BERESHNERMTA
(&
EHaE

Financial liabilities at
amortised cost

BEERATIRNEMAE

2019 2018

HK$°000 HK$'000

FEx TAT

17,939 10,238

203,093 175,500

221,032 185,738

MBEREEREERREE
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Notes to Financial St nts

35. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (continued)

Interest rate risk

The Group’s exposure to the risk of changes in market
interest rates relates primarily to the Group’s net debt
obligations with floating interest rates. The majority of the
bank borrowings bear interest at rates with reference to
HIBOR. The Group mitigates the risk by monitoring closely
the movements in interest rates and reviewing its banking
facilities and borrowings regularly. The Group has not used
any interest rate swap to hedge its exposure to interest rate
risk.

The following table demonstrates the sensitivity to a
reasonably possible change in the HIBOR, with all other
variables held constant, of the Group’s profit before tax
(through the impact on floating rate bank borrowings).

31 December 2019
HIBOR

31 December 2018
HIBOR

201912 A31H
BARITREFEF X

201812 A31H
BARITREFEF X

35.

A SR M =

31 December 2019
2019 12731 H

BBEREERBRREEK(E

7R

AEEEHNT SN XEPEL T E
EAREE UL BN R EHFEH R
AR - KEDRTEEMNETIZR
FRRITRAXFENRGTE - NEME
i35 3B DR M 2R B B e B 1R I TE M
RITRMEREEFRERR - A&E
I R B F3 A {A) ) 2R 4= B 3 0 ) R R

B -

TRETEEMEZAZERT -
ERRITAEFENESBEEHEH AR
SEBRB AR (BB F BIRTT
EERNTE) HBRE -

Change in

profit

Change in before tax
basis points BRB Al
EH2H eyl -0
HK$°000

THERT

50 1,130

50 1,070
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35.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Credit risk

The Group primarily provides services to recognised
and creditworthy third parties. It is the Group’s policy
that advanced payments are generally required for new
customers. In addition, receivable balances are monitored on
an ongoing basis and the Group’s exposure to bad debts is
not significant. Since the Group primarily provides services to
recognised and creditworthy third parties, there is normally
no requirement for collateral. As at 31 December 2019, there
was a concentration of credit risk as approximately 79.4%
(2018: 63.3%) of the Group’s accounts receivable were due
from one debtor.

Maximum exposure and year-end staging

The tables below show the credit quality and the maximum
exposure to credit risk based on the Group’s credit policy,
which is mainly based on past due information unless other
information is available without undue cost or effort, and year-
end staging classification as at 31 December. The amounts
presented are gross carrying amounts for financial assets.

Dragon Crown Group Holdings Limited #EFEEZERAR A F

35.

MBEREEERREEE

=B

AEBFZEMERREERTNE
=HRHERE c AEEBRBENE
F—MRESIERTR o thoh - UK
BREBIZIFEER - AEBERNE
RRRITNER - HRAEEEZMR
ERAREBRIENE=FRHER
% B —RBEAEFAETER R
2019F 12 A381H - AR AEEEI
IR E479.4% (20184 : 63.3%)
RE—EBA  WEFEEEFEER

B fE 8 o
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POLICIES (continued)

Credit risk (continueq)

Notes to Financial St

35. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

Maximum exposure and year-end staging (continued)

As at 31 December 2019

Accounts receivable”

Bills receivable
- Normal™*

Loans to a joint venture
- Normal™

Financial assets included in
prepayments, deposits
and other receivables
- Normal™*

Cash and cash equivalents
- Not yet past due

FelRR
e
7L—t%"**
A-HaELXRENER
_L—tﬁ%‘w*
ATABATE -
78 REAMEYGR
MEREE
7L—t%"”
e RRESED
—HABH

nts

A SR M =

31 December 2019
2019 12731 H

35. BIXRREBEEERBEKE

=B (&)

REER L FHEEE (B)

R2019512H31H

12-month
ECLs
T=HRES Lifetime ECLs
REBR LHRNEERE
Simplified
Stage 1 Stage 2 Stage 3 approach Total
E-MRE EZRA F=KR L5 @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT TAL TAT TAT TAT
- - - 30,918 30,918
1,586 - - - 1,586
160,027 - - - 160,027
27,653 - - - 27,653
243,198 - - - 243,198
432,464 - - 30,918 463,382
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35. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 35. BIXEREEEEREEE

POLICIES (continued)
Credit risk (continued) =B (4
Maximum exposure and year-end staging (continued) RE R R FALEER ()
As at 31 December 2018 R2018%12A31H
12-month
ECLs
T-ERRA Lifetime ECLs
=50 EHRSEEEE
Simplified
Stage 1 Stage 2 Stage 3 approach Total
F-K& EZRE EE Bt @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THL TEL THL THEL THT
Accounts receivable* Je iRt - - - 48,159 48,159
Bills recelvable B Z 5
- Normal™* —IE7* 1,858 - - - 1,858
Loanstoajointventue  [—FAERERENER
- Normal™ — & 134,400 = — = 134,400
Financial assets included i~ T ATBIFUE « R RE hEN
prepayments, deposits TENEREE
and other receivables
- Normal™* —EF* 24,391 - - - 24,391
Cash and cash equivalents & REEEEN
—Not yet past due — AR 104,872 - - - 194,872
365,521 - - 48,159 403,680
. For accounts receivable to which the Group applies the * RAEBEHABE A EZEEREN
simplified approach for impairment, information based on EYWERME  ERBHERS
the provision matrix is disclosed in note 21 to the financial K E R B TSR I s E2 1 4288 -
statements.
= The credit quality of loans to a joint venture, bills receivable x> BER—HAECERHNER &
and the financial assets included in prepayments, deposits WEE R ATERNK « 2e REA
and other receivables is considered to be “normal” when they FEWGRIEM £ @& E W g B B I
are not past due and there is no information indicating that the BmENBETSREEB B8R
financial assets had a significant increase in credit risk since Rz EERBEEZE LAR - HiE
initial recognition. Otherwise, the credit quality of the financial BEEZWRAIER] - RAIE@E
assets is considered to be “doubtful”. ENEEERWERAIE] o
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Liquidity risk

The Group monitors its risk to a shortage of funds by
considering the maturity of both its financial liabilities and
financial assets (for example, accounts receivable) and
projected cash flows from operations.

The Group’s objective is to maintain a balance between
continuity of funding and flexibility through the use of
internal funding and bank loans to meet its working capital
requirements.

The maturity profile of the Group’s financial liabilities as at
the end of the reporting period, based on the contractual
undiscounted payments, is as follows:

35.

nts
B TRk B =

31 December 2019
2019 12731 H

BBEREERBRREEK(E

REE AR

AEERERCRABREREE
(P2 FE MR BRSR) A R FRAH IR & 75 3R
ERENZIHAREREESERN
Rk

AEENBEREBERNTES R
RTES  EESRHENERIE T
FEGFE AheHEEEESH
;J\Z o

AEERNHRERREN S LR
FOESRAENIRERLT

2019
On Lessthan 3to 1to5
demand 3 months 12 months years Total
3fEAZE

RER ORIEA 12f8 A 1255 st

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

TERT FiER TR FERT FTaERr
Interest-bearing SRR
bank and other HifgE

borrowings - 2,549 59,888 153,696 216,133

Other payables, accruals EfbfERTZIA - fEat
and contract liabilities ~ BRANAKER - 17,939 - - 17,939
- 20,488 59,888 153,696 234,072
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35. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 35.

POLICIES (continued)

Liquidiity risk (continued)

On Less than

demand 3 months

BEXK  PRSfEA
HK$'000  HK$'000

MBEREEERREEE

mBETEE (B
2018
3to 1to5
12 months years Total
3EAZE
128 A 1255 st

HK$'000 ~ HK$'000  HK$'000
TAT THAT TAT

32,241 156,569 190,225

= = 10,238

32,241 156,569 200,463

FHET FAT
Interest-bearing FTERITEE
bank borrowings - 1,415
Other payables, accruals Ef & (- F & -
and contract liabilities BB RERAKNAE - 10,238
- 11,653
Capital management

The primary objectives of the Group’s capital management
are to safeguard the Group’s ability to continue as a going
concern and to maintain healthy capital ratios in order to
support its business and maximise shareholders’ value.

The Group manages its capital structure and makes
adjustments to it in light of changes in economic conditions
and the risk characteristics of the underlying assets. To
maintain or adjust the capital structure, the Group may adjust
the dividend payment to shareholders, return capital to
shareholders or issue new shares.

Dragon Crown Group Holdings Limited #EFEEZERAR A F
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35. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)
Capital management (continued)
The Group monitors the capital ratio on the basis of the
gearing ratio, which is calculated as the net debt divided
by equity attributable to owners of the Company. Net debt
includes interest-bearing bank loans, less cash and cash
equivalents. The gearing ratios as at the end of the respective
reporting periods were as follows:
Interest-bearing bank loans FTEIRITER
Less: Cash and cash equivalents B Re MREEEY
Net cash R FE
Equity attributable to owners RRAER NEIGER

of the Company

Gearing ratio BERBHE

35.

nts

A SR M =

31 December 2019
2019 12731 H

BBEREERBRREEK(E

BEXEE (&)

AEEZEERBLREREARL
xR AR R THIR B EFERIALRR
AEA ARIGERE - AEFEE
EETBRITEF - BMREMREEHE

T

31 December

BEEREL R

31 December

2019 2018
20195 20184
12A31H 12A31H
HK$’000 HK$'000
T FHET
198,500 175,500
(243,198) (194,872)
(44,698) (19,372)
1,030,888 1,053,694
N/ATIE A N/ATE
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36. STATEMENT OF FINANCIAL POSITION OF THE 36. AAFHBARREK
COMPANY

Information about the statement of financial position of the

ARRIRBERRZABIRRET 2B

Company at the end of the reporting period is as follows: BIEFIT -
2019 2018
HK$’000 HK$ 000
FHERT FET
NON-CURRENT ASSETS FEREBEE
Investments in subsidiaries RHTB R RIRRE 754,644 816,202
CURRENT ASSETS MENEE
Prepayments, deposits and TERER - e RE A EKGRIE
other receivables 636 568
Cash and cash equivalents HeRBEeEEY 138,602 121,002
Total current assets BB ERAE 139,238 121,660
CURRENT LIABILITIES REAE
Other payables and accruals HAb eI RIB R IERTE R 1,923 1,410
Interest-bearing bank loans STRIRTTER 52,000 27,000
Total current liabilities mENE EEE 53,923 28,410
NET CURRENT ASSETS RBEEFE 85,315 93,250
TOTAL ASSETS LESS CURRENT REERRBER
LIABILITIES 839,959 909,452
NON-CURRENT LIABILITIES FEREBEE
Interest-bearing bank loans FTRIRITER 146,500 148,500
Net assets BEFE 693,459 760,952
EQUITY s
Share capital — note 27 AR — it eE27 122,063 122,063
Reserves (note) fit e (f5E) 571,396 638,389
Total equity T AARR 693,459 760,952
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36. STATEMENT OF FINANCIAL POSITION OF THE

37.

COMPANY (continueq)

Note:

Notes to Financial St

A summary of the Company’s reserves is as follows:

At 1 January 2018

Total comprehensive loss for the year
Final 2017 dividend

Interim 2018 dividend

At 31 December 2018 and
1 January 2019
Total comprehensive loss for the year
Final 2018 dividend
Interim 2019 dividend

At 31 December 2019

201851 A1H
FAZEWABEE
2017ERAARRE
2018F H HAfR B

R2018%F12 4318
201951818
FAEHEBEERE
20185 ARHEARR &
20195 H HAfR &

7201912 531 H

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for
issue by the board of directors on 27 March 2020.

36. ARRABMBARREK (Z

nts

A SR M =

31 December 2019
2019 12731 H

BeE
RNRRIEERELT
Share Retained
premium profits Total
[abayinti-t TRE A FEE
HK$'000 HK$'000 HK$’000
FHET FHET FHET
553,908 151,495 705,403
- (23,792) (23,792)
- (18,309) (18,309)
- (24,413) (24,413)
553,908 84,981 638,889
- (24,771) (24,771)
- (24,413) (24,413)
- (18,309) (18,309)
553,908 17,488 571,396

37. REMBEHR

EEE0N2020F3 A27 BiR G MR
T B BA TSR K o
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ancial Summary

Year ended 31 December
BZE12A31HLEE
2019 2018 2017 2016 2015
HK$000 HK$000 HK$000 HK$000 HK$000
THET T THETT T BT

REVENUE WA 229,849 262,491 241,464 249,898 269,104
PROFIT BEFORE TAX BRF A=A 72,355 112,397 87,106 98,637 111,105
Tax Fi1| (26,900) (36,247) (29,299) (18,557) (23,010)
PROFIT FOR THE YEAR &% F| 45,455 76,150 57,807 80,080 88,095
Attributable to: AT ALFEMS -
Owners of the Company ViN/NEIE Y =N 38,787 66,930 50,276 70,598 77,118
Non-controlling interests IR A 6,668 9,220 7,531 9,482 10,977

45,455 76,150 57,807 80,080 88,095

At 31 December
MW12A31H
2019 2018 2017 2016 2015
HK$’000 HK$'000 HK$'000 HK$’000 HK$’000
FTET BT FHET T FHET

ASSETS BE

Non-current assets EMBEE 1,026,430 1,064,828 1,215,702 1,056,083 772,036
Current assets RENEE 313,501 276,620 190,343 249,220 267,825
Total assets BEHE 1,339,931 1,341,448 1,406,045 1,305,303 1,039,861
LIABILITIES =0

Current liabilities mEAE 85,627 52,519 84,522 19,030 58,398
Non-current liabilities IEREAE 178,296 185,021 182,099 232,090 19,035
Total liabilities BEER 263,923 237,540 266,621 251,120 77,433
Net assets BEFE 1,076,008 1,103,908 1,139,424 1,054,183 962,428
Total equity EmARE 1,076,008 1,103,908 1,139,424 1,054,183 962,428

This summary does not form a part of the audited financial statements. I Z W D RS E T I mERA —F9 °
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INVESTOR RELATIONS CONSULTANT
Financial PR (HK) Limited

5/F, BOC Group Life Assurance Tower
134-136 Des Voeux Road Central, Hong Kong

PRINCIPAL PLACE OF BUSINESS IN HONG KONG
Unit No. 3, 18th Floor

Convention Plaza, Office Tower

No. 1 Harbour Road

Hong Kong

PRINCIPAL PLACE OF BUSINESS IN THE PRC
No. 101, Hao-Jia-Ba, Xinli Village

County of Yudai

Nanjing Chemical Industry Park

Liuhe District, Nanjing City

Jiangsu Province, the PRC

PRINCIPAL SHARE REGISTRAR AND TRANSFER OFFICE
IN CAYMAN ISLANDS

Conyers Trust Company (Cayman) Limited

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Tricor Investor Services Limited

Level 54, Hopewell Centre

183 Queen’s Road East

Hong Kong

REGISTERED OFFICE
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

COMPANY WEBSITE
www.dragoncrown.com
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