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CORPORATE PROFILE
DEE

China Fortune Holdings Limited (“China Fortune” or the “Group”),
formerly named Fortune Telecom Holdings Limited, mainly sells
and distributes mobile phones and digital products in the
People’s Republic of China (the "PRC"). The Group was
established in Hong Kong in 1992. It was first listed on the GEM
Board of The Stock Exchange of Hong Kong Limited (Stock code:
8040) on 16 February 2000, and successfully transferred to the
Main Board (Stock code: 110) on 26 January 2004. The Group has
a strong shareholder background and well operational and
professional management team.

In 2007, the Group acquired Zhuhai Reminda Telecom Equipment
Ccompany Limited which was a company selling mobile phones
and telecommunication equipments in the PRC.

In 2009, the Group acquired a Strontium mining site in the PRC,
as its first step in entering the natural resource industry.

In 2019, Beijing Feiying accounted for as a subsidiary of the
Company and can consolidate Beijing Feiying's results into the
Group’s accounts. The Group tap into the used mobile phones

and mobile app market in the PRC.

In 2020, the Group has stripped off the used mobile phones and
mobile app market in the PRC. Beijing Feiying no longer be
accounted for as a subsidiary of the Company and account for it
as an associate of the Company.

In 2021, the Group tap into eco-friendly bag automatic bag taking
machine together with the database traffic monetisation from
mobile application business called Beijing Daizhangmen, in the
PRC.

The corporate culture of the Group rests on the integration of the
West and the East, modern and traditional management
philosophy, with an aim to build up a “"Continuous Learning
Enterprise”. The corporate spirit of China Fortune focuses on
“Human Enterprise”. Under the leadership of its aspiring and
energetic management, China Fortune's staff will team up and
move towards the Group's goal of ranking as one of the largest
and best wireless communication and data products and services
providers in the region.
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CORPORATE MILESTONES
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The Group has achieved a record
annual sale of 2.1 million sets of
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retail business in the PRC.
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mobile phones and a record net

FEB profit over HK$60 million.
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The former trading arm of F#B1860,000,00038 LA ACER ©
the Group - Express Fortune
Limited ("EFL") was founded
by Mr. Lau Siu Ying and JUN
his brothers in Hong Kong.

2 ERERERENER JuL For a consecutive year, Fortune
BREARAT ([KE]) Shanghal was again acknowledged
~REERISZEAEE Completed the acquisition by Shanghai Waigaogiao Free Trade
of 51% shareholdings of Zone Management Committee as
Commenced Fortune Synergy Pacific (Holding) one of the best enterprises for
Telecom Group’s franchise Limited ("Synergy Pacific’). commodity sales.
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EFL became one of Nokia's
earliest authorised
distributors in the PRC.
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Listed on the GEM Board of Fortune Shanghai was Listed on the Main Board of
the Hong Kong Stock acknowledged by Shanghai the Hong Kong Stock
Exchange (Stock code: Waigaogiao Free Trade Exchange (Stock code:
8040). Zone Management 110).
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A US$12 million syndicated
loan was successfully
arranged.
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CORPORATE MILESTONES
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A US$16 million syndicated loan Contracted to acquire 51% stake in
was successfully arranged. Zhuhai Reminda Telecom Equipment
N _. Company Limited (8T E8EE
%?ﬁ , F16.000,000X7.2 MEHERAF) and completed the
HEEA acquisition in October 2007.
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share capital from US$6 million to SEPT
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e TeleChoice Interational Limited for
the Nokia fulfillment business.
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acquisition of 100% shareholdings
of Synergy Technologies (Asia) oCT Tapinto the used
Limited, and the disposal of 46% 18 mobile phones and
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Successfully obtained the
Fulfilment Distributorship
for all Nokia Stores in the
PRC.

FOBETEREHEEE
BECRXEEDHE -

mobile app market
Name changed to China Fortune inthe PRC.

Holdings Limited.
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Samsung mobile phones. interest in Sifa Mining
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(Strontium), Zinc and
Lead mining Site
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SEPT Province, the PRC.
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CHAIRMAN'S STATEMENT
EREHEE

Dear Shareholders,

On behalf of the board of directors (the “Board”) of China Fortune
Holdings Limited (the “Company”), | am pleased to present to our
shareholders the consolidated results and prospects of the
Ccompany and its subsidiaries (collectively, the “Group”) for the
year ended 31 December 2022.

REVIEW

In 2022, the international political and economic environment
was complicated and changeable, the continuing outbreak and
spread of the COVID-19 epidemic brought unprecedented impact
upon global economic and social activities, the pandemic also
struck a heavy blow to the production and operation of various
industries, as well as to the global economy. Benefiting from the
effective pandemic prevention and control policies of the China
government, the pandemic had been well controlled in China,
and the China’s economy had gradually come out of the trough
with unchanged long-term economic favorable fundamentals.
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Looking back to 2022, the global economy has been in deep
recession. Apart from COVID-19 epidemic, the China economy
was also suffered from international trade plunged and financial
market fluctuated. The mobile phone market in China was
undoubtedly been hit hard, fortunately, the Chinese government
responded appropriately with prompt timely prevention and
control measures and quickly brought the pandemic under
control.

Customer’s focus is expected to shift gradually from the
functionality of mobile phone to the shopping experience and, in
this regard, the large mobile telecommunication chain stores
have advantages under the high internal consumption. In order
to diversify the business of the Group, we have been actively
looking for opportunities which will further enhance the
shareholders’ value. Since we have been in the mobile phone
industry for decades, and the potential for mobile phone related
business development is surely enormous and sustainable. The
Group will continue to strengthen its major business area
including big data, mobile phone operating system and mobile
internet.

OPERATIONAL PERFORMANCE

In 2022, due to COVID-19 epidemic and global economy
recession, the Group's revenue for the year ended 31 December
2022 increased by approximately 2% to HK$80.6 million when
compared with the year ended 31 December 2021. Loss for the
year amounted to HK$20.4 million when compared with loss of
HK$14.3 million for the year ended 31 December 2021.

OUTLOOK AND PROSPECT

The world becomes even more and more challenging nowadays,
so as the mobile phone industry in China. As China is one of the
strongest countries in terms of economic performance, and with
its huge internal consumption and room for expansion. Although
there is keen competition in the industry, development potential
is still enormous. The Group will continue to strengthen our
existing relationship with the leading manufacturer and customer
to look for further cooperation opportunities.
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CHAIRMAN'S STATEMENT
EREHEE

Apart from strengthening our current principal business in the
mobile phone business, the Group has tapped into a new
business in the PRC which mainly involving eco-friendly bag
automatic bag taking machine and database traffic monetisation
in September 2021. To cope with the policy in reducing plastic
waste and shopping bags in the PRC, the Group is attempting to
tap in the new business with an aim to supporting the plastic
ban, protect resources and seek for shareholders’ return.

The outbreak of the COVID-19 throughout 2021 and 2022 would
foreseeably have an adverse impact of the worldwide wholesale,
retail environment and as well as our business. There is an
ongoing concern on customers spending power and weakening
the global economy. In 2023, the Group will continue to actively
seek and grasp market opportunities and increase the depth and
breadth of our sources of revenue in order to generate
satisfactory returns for shareholders on a continuous basis.

APPRECIATION

On behalf of the Board, | would like to express my sincere
gratitude to all staff members and management team for their
dedication and contribution, and to our shareholders and
business partners for their support. Looking forward, the Group
will keep a closer watch on changes in the market and seize
development opportunities that can generate maximum value for
the Company and its shareholders.

Lau Siu Ying
Chairman and Chief Executive Officer

Hong Kong, 27 March 2023
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REVIEW AND OUTLOOK

Revenue

For the year ended 31 December 2022, the Group recorded total
revenue of HK$80.6 million, which was approximately HK$1.4
million or 1.8% higher than the revenue of HK$79.2 million
reported in 2021. The increase in Group's revenue was solely due
to the increase in revenue from mobile phone trading business in
PRC and Hong Kong. The Group's revenue was derived from
mobile phone trading business in PRC and Hong Kong in both
years.

During the year ended 31 December 2022, revenue from mobile
phone trading business was HK$80.6 million, contribution from
Shanghai and Hong Kong was HK$41.1 million and HK$39.5
million respectively, representing 51.0% and 49.0% of the total
revenue of the Group.

For the year ended 31 December 2021, revenue from mobile
phone trading business was HK$79.2 million, contribution from
Shanghai and Hong Kong was HK$70.3 million and HK$8.9 million
respectively, representing 88.8% and 11.2% of the total revenue
of the Group.

The low level of revenue was due to the outbreak of the
COVID-19 in early 2020, it has been intensifying and spread
across the PRC and have an adverse impact on wholesale and
retail of mobile phone markets. The COVID-19 outbreak results
global economic slowdown and sluggish consumer spending
resulted in slower sales in both years. Besides, China’s
consumers pulling back on spending have taken a toll on its
mobile phone retail market which is stalled and declining, the
sales of the Group were scaled back in both years.

Compared with 2021, the Group’s revenue contribution from
Shanghai decreased from 88.8% to 51.0%, Hong Kong increased
from 11.2% t0 49.0%. The main reason is the Group have adopted
a supply chain diversification strategies to maintain and
strengthen our mobile phone and related electronic products
business in the market and Group’s performance.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Gross profit and gross profit margin

The Group’s gross profit and gross profit margin were HK$0.3
million or 0.4% and HK$0.1 million or 0.2% for the year ended 31
December 2022 and 2021, respectively. The low gross profit and
gross profit margin were due to the scaled back in Group’s
performance on mobile phone trading business for both years.

Due to outbreak of COVID-19 which resulted China’s consumers
pulling back on spending and the keen competition in the mobile
phone retail market, the Group's gross profit margin were 0.4%
and 0.2% for the year ended 31 December 2022 and 2021,
respectively. The low gross profit margin was due to the
increased bargaining power from telecommunications chain
stores and mobile carriers which purchasing mobile phone and
underperformance of promotion of the mobile application to
consumers business.

Other income

Other income was approximately HK$2.4 million for the year
ended 31 December 2022, as compared to approximately HK$1.0
million for the year ended 31 December 2021.

The Group's other income increased by HK$1.4 million or 134.1%
mainly attributable to HK$1.6 million of database traffic
monetisation generated from our mobile applications business
for the year ended 31 December 2022 (2021: HK$0.2 million).

Other gains and losses, net

We had a net losses of HK$1.7 million for the year ended 31
December 2022 and a net gains of HK$0.5 million for the year
ended 31 December 2021.

For the year ended 31 December 2022, the net losses mainly
consisted of loss on disposal of subsidiary of HK$0.9 million, fair
value loss on financial assets at fair value of through profit or loss
of HK$0.4 million. For the year ended 31 December 2021, the net
gain mainly consisted of waiver of other payables of HK$1.3
million and gain of bargain purchase arising from investment in
an associate at acquisition of HK$0.4 million.
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MANAGEMENT DISCUSSION AND ANALYSIS

The turnaround to net loss current year was mainly due to waiver
of other payables of HK$1.3 million and bargain purchase arising
from investment in an associate of HK$0.4 million were
recognised in 2021, while no such gains were recognised in 2022.

Selling and distribution costs

Selling and distribution costs were approximately HK$0.4 million
for the year ended 31 December 2022, as compared to HK$0.3
million for the year ended 31 December 2021.

The Group's selling and distribution costs were primarily
composed of logistics and transportation rental expenses and
travelling expenses.

Administrative expenses

The Group's administrative expenses increased by HK$5.5 million
or 36.0% from approximately HK$15.3 million for the year ended
31 December 2021 to approximately HK$20.8 million for the year
ended 31 December 2022. Balance mainly included salaries and
allowances, rental expenses, legal and professional fees and
travelling expenses.

The increase of administrative expenses of HK$5.5 million was
principally attributable to the increase in salaries and allowances
and promotion expenses incurred by Beijing Daizhangmen
database traffic monetisation of mobile application business with
respect to certain business development projects.

Finance costs

During the year ended 31 December 2022 and 2021, finance
costs were amounted to approximately HK$0.2 million. The
finance costs remain steady between the two years, while no
imputed interest on loans from a related party were recorded in
current year (2021: HK$0.2 million), which partially offset with the
increase in interest on lease liabilities in current year.

Income tax expense

As set out in Note 12 to the consolidated financial statements,
income tax expense of approximately HK$3 thousand for the year
ended 31 December 2022, as compared to income tax expense
of HK$1 thousand in last year.
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Loss for the year attributable to owners of the
Company

As a result of the factors set out above, the Group's loss for the
year attributable to owners of the Company amounted to
approximately HK$14.4 million for the year ended 31 December
2022, as compared to loss for the year attributable to owners of
the Company of approximately HK$9.9 million in last year.

Loss per share

The basic loss per share was HK$7.83 cents in current year as
compared to the basic l0ss per share of HK$5.65 cents in last
year.

Financial assets at fair value through profit or loss

As at 31 December 2022 and 2021, the Group held various
unlisted equity investments and unlisted fund investment
engaged in developing mobile devices and operating system,
manufacturing and distribution of mobile devices in different
jurisdictions and engaged in different business.

Inventories

As at 31 December 2022, HK$0.9 million of inventories were
recognised, while no inventories were recognised as at 31
December 2021. The Group will continue to apply strict policy in
inventory control in the future.

Trade and other receivables

Trade and other receivables of the Group decreased by HK$6.5
million or 83.7% from approximately HK$7.8 million as at 31
December 2021 to approximately HK$1.3 million as at 31
December 2022. The decrease in trade and other receivables
was mainly due to the decrease in trade receivables of HK$6.4
million as at 31 December 2022 (2022: nil; 2021: HK$6.4 million),
due to sales of HK$6.4 million before the year ended of 31
December 2021, while entire trade receivables balances have
been settled as at 31 December 2022.
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Cash and cash equivalents

The total cash and cash equivalents amounted to approximately
HK$6.2 million as at 31 December 2022 as compared to
approximately HK$31.5 million as at 31 December 2021, without
any deposit pledged to banks. The Group is financed by a
combination of its equity capital, cash flow generated from its
operation. During the year, there was no material change in the
funding and treasury policy of the Group. The Group considers
there is no material potential currency exposure as the majority
of its revenue and expenses are derived and incurred in Renminbi
in the PRC. It is the treasury policy of the Group to manage its
foreign currency exposure whenever its financial impact is
material to the Group.

Trade and other payables

The trade and other payables of the Group decreased by
approximately HK$5.3 million or 20.1% from approximately
HK$26.4 million as at 31 December 2021 to approximately
HK$21.1 million as at 31 December 2022.

The decrease in trade and other payables was mainly due to the
decrease in trade payables of HK$5.8 million as at 31 December
2022 (2022: HK$1.0 million; 2021: HK$6.8 million). Balances also
consisted of value-added-tax payables (2022: HK$22 thousand,
2021: HK$1 thousand), prepayment from customers (2022:
HK$1.2 million; 2021: HK$89 thousand), other payables and
accruals (2022: HK$7.1 million; 2021: HK$7.1 million) and provision
for close down and restoration costs of Sifa mine (2022: HK$11.8
million; 2021: HK$12.5 million).

Other payables and accruals remain steady between the two
years which mainly consisted of accrual for directors’ fee, staff
costs, audit fees, legal and professional fees, rental payable.
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Liquidity and gearing ratio

The net asset value of the Group attributable to owners of the
Company as at 31 December 2022 amounted to HK$35.7 million
or HK$0.19 per share when compared to HK$53.9 million or
HK$0.29 per share as at 31 December 2021. As at 31 December
2022, the Group had net current liabilities of approximately
HK$15.5 million when compared to net current assets of HK$4.0
million as at 31 December 2021. As at 31 December 2022, the
Group had a current ratio of 0.37 times (31 December 2021: 1.11
times). The gearing ratio of the Group, defined as the ratio of the
total long term liabilities to the equity attributable to owers of the
Company, was 0.01 and 0.01 as at 31 December 2022 and 2021.

Capital commitments

As at 31 December 2022, the Group did not have any capital
expenditure contracted for but not provided in the consolidated
financial statements in respect of leasehold improvements (31
December 2021: Nil).

Contingent liabilities
As at 31 December 2022, the Group did not have any contingent
liabilities or guarantees (31 December 2021: Nil).

Material acquisitions and disposals of subsidiaries or
associates

During the year ended 31 December 2022, other than the
disposal of TRz B R AR A F], an indirect non-wholly-
owned subsidiary of the Company, the Group did not have
material acquisitions and disposals of subsidiaries or associates.

16

nBHESREESBLE
RZEZZF+ZA=+—H ARQFAEBARE
15 2 N6 B4 7% B /5 35,700,000 7 7T 8 A% 0.19
B MR 22— F+_A=+—HAlA
53,900,000 Lk FAK0.29B L e RZT ==
TZAZ+ B AKBEZRBHAEFENR
15,500,000 7T * MR =FE=—F+=A=+—H
AR A EFE4,0000008 T R E - —4F
TZA=+—8 AEEZREBLEAE0IIE(Z
E-—F+-A=Z+—H 1NF) - RZE==
ER-_T-—F+-A=+—8 AEEZEE
BEXER(REARAAGBHRELARNNTIHEE AR
a2 ) 55 &0.01 %0.01 e

BAREE

RZEBEZZF+ZA=+—08  AEEHEEM
FHEAEREBEZEINERRGEYBRERTIE
BB EARZ(ZE—F+=-A=+—81:
) o

AAEE

R-B-—F+=F=+—8  AREBEE[
SARERER(ZB-—F+=A=+—R:
%) -

EXANBERHEHNBRARANKERT

BEZ-__F+-_A=1t—HILFE KBHE
WHTREE BRI AR AR (KA GBEIEEEMH
BRRDIN AEETES KRB RHEENBE AR

T AT -



Employees and remuneration policies

As at 31 December 2022, the Group has in total 38 employees as
compared to 43 employees as at 31 December 2021. Employees
were remunerated according to the nature of their job duties and
market trend. The Group provided staff welfare and fund
contribution to its employee in accordance with the prevailing
regulations in the PRC and Hong Kong. There was no material
change in the remuneration policy, bonus scheme and share
option scheme during the year. The Group has a share option
scheme under which the Company may grant share options to
the participants, including directors and employees, to subscribe
for shares of the Company.

Rights Issue

On 10 November 2020, the Company proposed to raise
approximately HK$48.6 million, before the Set-off Arrangement
and relevant expenses, by way of the rights issue (the "Rights
Issue”), by issuing 91,777,944 rights shares at the subscription
price of HK$0.53 per rights share on the basis of one (1) rights
share for every one (1) adjusted shares held on the Record Date.

The Rights Issue was completed on 10 February 2021. The net
proceeds of the Rights Issue were approximately HK$15.6 million.
Further details regarding the Rights Issue was set out in the
announcements of the Company dated 10 November 2020, 25
November 2020, 7 December 2020 and 7 January 2021, the
circular dated 15 December 2020 and the prospectus dated 19
January 2021.

Subsequent events

On 27 March 2023, the Company entered into subscription
agreements with independent third parties (the “Subscribers”),
pursuant to which the Subscribers has conditionally agreed to
subscribe, and the Company has conditionally agreed to allot and
issue, a total 18,000,000 shares of HK$0.26 each for a cash
consideration of approximately HK$4.68 million (“the
Subscriptions”). At the date of approval of these consolidated
financial statements, the Subscriptions have not been completed.
Further details were set out in the Company’s announcement
dated 27 March 2023.

Save as disclosed above, there is no other significant events
subsequent to the reporting period.
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FINAL DIVIDEND

The Board do not recommend the payment of any dividend in
respect of the year (2021: Nil).

OPERATIONAL REVIEW

Market Overview

According to the statistics released by the Ministry of Industry
and Information Technology of the People’s Republic of China
("MIIT"), there were approximately 1.683 billion subscribers to
mobile phone services in the PRC as of 2022 (2021: 1.63 billion).
While there are continuing intense competitions among the
major mobile phone manufacturers in the PRC, they are trying to
cut the distribution layers by directly supplying to the provincial
distributors and leading retailers with a view to increase their
profitability. Because of this, leading vendors have developed
multi-channel distribution models which include “national
distribution”, “provincial distribution”, “direct to retail” and “direct
to operator”.

On the other hand, mobile carriers are key participants in the
mobile phone industry chain. The restructuring of mobile carriers
in past years and the issuance of 5G licenses have led to more
intense competition among the mobile carriers. By cooperating
with retailers, especially large mobile telecommunication chain
stores, the mobile carriers can benefit from the retailers’ in-depth
understanding of customer behaviors and spending preferences.
Through such cooperation, the customers will experience more
professional, convenient and integrated customer services. Thus,
large mobile telecommunications chain stores are expected to
become the main sales channel for the mobile carriers for their
bundled mobile phones.
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Although China, the world’s largest mobile phone market
reached a saturation point, the 5G economy has seen a huge
growth. The 5G mobile phones comes as China launched 5G
commercialisation at the end of 2019 with the nation’s telecom
operators rolling out their 5G data plans. China has stepped up
its pace of 5G development, adding 887,000 base stations in 2022
(2021: 654,000), 561 million mobile phone users who have
adopted 5G as of the end of 2022, approximately 33.3% of mobile
phone users are adopting 5G services. Nearly 2.31 million 5G
base stations were rolled out in the country, forming the world’s
largest 5G network and accounting over 60 percent of the global
5G base stations. Moreover, China expected 600,000 5G base
stations will be installed this year to step up expansion of the
country’s next-generation mobile network, while preparing for
the development of the more advanced 6G wireless system in
coming years, China will strive to maintain its leadership in 5G,
while planning and laying the foundation for research and
development on 6G technology.

6G represents the mobile network technology that will succeed
5G, which is still being rolled out in many countries. China, with
the world’s biggest internet population and largest smartphone
market, has already deployed the biggest 5G mobile
infrastructure in the industry. China plans to have 26 5G base
stations for every 10,000 people by the end of 2025, as the nation
works hard to build a new digital infrastructure that is intelligent,
green, safe and reliable, based on an estimated national
population, means that the nation aims to have about 3.64 million
5G base stations by the end of 2025.

Looking back at 2022, China’s mobile phone market declined and
scaled back due to the international trade conflicts escalated, the
impact of COVID-19 outbreak in China, the uncertainties of
economic development and China’s consumers pulling back on
spending, the decline is expected to continue in the coming
years but partially offset with the 5G and 6G development.

As the COVID-19 pandemic situation in China and Hong Kong
were improved and certain restrictions were progressively
adjusted and released from December 2022 onwards, we are
pleased and confident to rebuild our network, business strategy
and development as well as improve the Group's financial
performance.
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Business Review

Mobile Phone Business

The Group was involved in the business of trading, wholesale and
retail of mobile phones and telecom equipments in China. As for
the PRC market, its economy was slowdown since 2019. Yet, the
continuous development of mobile phone market business
model intensifying competition in the retail industry and the
uncertainties arising from the emerging US-China trade war and
recovering from the outbreak of COVID-19 in China presented
challenges the development of the Group's operations and
performance.

Customers focus is expected to gradually shift from the
functionality of mobile phone to the shopping experience.
Customers will normally require services such as function
presentations, digital phone books synchronization and pre-
installing software, etc, in purchasing a mobile phone. In the 5G
era, the convergence of mobile telecommunications and the
Internet also led to rapid development of value-added business
which requires the retail channels to advance from a pure sales
platform to an integrated service platform. In this regard, the
large mobile telecommunication chain stores have advantages.
Furthermore, we intend to continue growth by diversify the
trading markets, products and distribution channels.

Mining Business

The Group has once commenced mining site exploitation system
in our Strontium mining site since 2010. After the expiration of a
5-year mining operating permit on 25 September 2012, Sifa
Mining obtained a renewed mining operating permit for 2 years
(the “2-year Permit 2012-2014") from the Ministry of Land and
Resources of the PRC (FF ZE A & £ A1 + &R &) ("MLR"),
under which Sifa Mining was allowed to carry out exploration
activities only, but not exploitation activities. The 2-year Permit
2012-2014 was expired on 25 September 2014.
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On 27 April 2015, a mining operating permit was granted by MLR
for a term of 2 years from 25 September 2014 to 25 September
2016 under which a restriction was added that no exploitation
activities were allowed but only exploration activities. Such
restriction imposed on the renewed mining permit was basically
the same as the previous mining permit which was approved by
MLR in 2012 whilst the application for mining exploitation permit
is a continuing process.

In the course of applying for further extension after expiry on 25
September 2016, the Department of Land and Resources of
Hubei Province of the PRC (the "DLR") issued an announcement
(the “DLR Announcement”) published on 29 December 2017 in
respect of the deadline of application for renewal of the expired
mining operating permit.

In the DLR Announcement, the DLR informed the owners of the
expired mining operating permits to furnish the application
procedures for the renewal before 28 February 2018. If the
owners fail to do so, they are responsible to deregister the
mining operating permits before 31 March 2018 by themselves or
the DLR will de-register the permits instead. The Group was
unable to furnish the application before the deadline and
therefore, instructed the Group's lawyers to clarify with the DLR
the Group’s situation as to whether the Group would be allowed
to submit a new application for the mining operating permit in
future.

Despite great efforts to ascertain with the DLR by the Group's
PRC lawyers, the Group had been unable to receive a clear and
favourable reply in this regard. As a result and prudent measure,
a full impairment of the mining right of HK$174.6 million and
related plant and equipment of HK$9.0 million had been made
whist all the related deferred tax liabilities of HK$41.1 million had
been derecognised in the profit or loss for the year ended 31
December 2017.

Despite the fact that the above mining right will no longer have
any bearing on the financials of the Group for the year ended 31
December 2018, the Directors strived to pursue the ultimate
stance of the DLR in respect of the above mining right in the
interests of the Shareholders.
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During the year ended 31 December 2018, the Group, through its
PRC lawyer, has tried to approach DLR by telephone calls and
resubmission of the letter sent in February 2018 for the
clarification of the Group’s situation. However, DLR did not make
reply to the Group’s enquiries.

According to an online search made by the Group’s PRC lawyer
to the Ministry of Natural Resources of the PRC (FF £ A R 2L AN
B R EREB) on 20 February 2020, the status of the mining
operating permit has been displayed as “expired”.

Though the DLR is unlikely to grant the mining operating permit
extension to the Company nor mining operating permit to other
market participants at this moment, management will continue
to communicate with their lawyers in the future to resubmit a
new application on the extension of the mining operating permit
in the future.

Prospects and Outlook

The China economy is still showing a sign of slowdown resulting
from the US-China trade war that has simmered in current year.
Though the phase one interim agreement has been made in
December 2019 to prevent a further escalation of the trade war,
it is expected that the next round of the negotiation between the
US and China would get tougher once they begin tackling the
thorny issues on which they had clashed. Furthermore, in early
of year 2020, the outbreak of the COVID-19 in China followed
hard on the heels of the phase one’s US China trade truce. The
Group expect the consumption and retail segment will continued
to be affected from the blow of the US-China trade war facing an
uncertain future in the coming years. As the COVID-19 pandemic
situation in China improved and restrictions were loosening, we
expect the Chinese economy will make a significant turnaround
in 2023.

The mobile phone market in China was still strong but its growth
was obviously slowing down which resulted from the trade
pressure exerted by the US in the trade war, denting the
economic growth in China starting from 2020.
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However, the continued economic growth in the PRC is fuelled
by a high internal consumption. As the world’s largest mobile
handset market, there were approximately 1.683 billion handset
subscribers in the PRC as of 2022 which benefit from preferential
mobile internet traffic policies. The significant increase in 5G
users and internet users implies that there are huge business
opportunities in both mobile application and mobile commerce.
Since the Group has been in the related mobile phone industry
for decades, big data, mobile phone operating system and mobile
internet would be surely the key business areas that the Group is
interested in. As the technology for 5G telecommunications
networks matured and was ready for takeoff demand for related
equipment has remained robust. Recent developments in the
China market along with anticipation of aggressive activity from
the mobile phone supply chain have caused us raised our Group
short-term 5G forecast and expect that China will become the
lead market in terms of 5G volume. In light of the increasing
uncertainties in the global economy, the Group will closely
monitor changes in the economic environment and will be
proactive and seize opportunities in Hong Kong and ASEAN
trading markets.

With 5G Technology becoming an everyday reality soon, it will
also impact customer experience. With a ten times faster than
4G, it will be able to fetch real-time intelligence or data, which 5G
might revamp certain customer experience such as smart
homes, smart cars and smart retail. As a result, 5G augments
digitalisation enabled the launch of many new software,
applications and related products.

In 2022, the economy of PRC continues to be affected by the
outbreak of COVID-19 pandemic which the corresponding
quarantine and control measures implemented, slowing down
economic activities and general business sentiments. There is an
ongoing concern regarding the development of mobile phone
markets, which hinders customers making sales order. Moreover,
in view of the weakening wholesale and retail markets,
customers would tend to make orders with lower average selling
price, which would possibly lower our Group's gross profit.
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We expect the global business environment starting from 2023
will be more stable, especially for China and Hong Kong region
which have ceased cross-border restrictions and social-
distancing measures. Furthermore, the Group have expanded the
trading market in Hong Kong in 2022. Our teams have been
making excellent progress in explore various electronic products
for trading. In 2023, we intend to continue growth by diversify the
trading markets, products and distribution channels.

Increase efforts to promote environmental friendly bag
automatic bag taking machine and relevant database
traffic monetisation business (“Daizhangmen”)
"Daizhangmen” business is an integration of intelligent Internet
of Things (“loT") terminal that distributes environmentally friendly
bags for free to customers. By cutting into the demand of offline
environmental protection bags, using the 10T system plus free
model to obtain offline traffic, and completing the traffic matching
of advertisers, so as to realise the commercial closed loop of
database traffic monetisation. That is to complete the social
value of environmental protection, and realise the huge
commercial value under the new economic industry of
environmental protection.

In 2020, the PRC Environmental Protection Bureau issued a new
policy on strengthening the control of plastic pollution, which
made it clear that non-degradable plastic bags will be completely
banned by the end of 2025. It has issued several notices to
promote the implementation of local plastic ban orders, and
various places have issued plastic ban orders one after another,
demonstrating the confidence and determination of the PRC
government in plastic pollution control from the central to the
local level.

In September 2021, the Group tap into environmental friendly bag
automatic bag taking machine and relevant database traffic
monetisation business to cope with the environmental policy, the
new business has cope with various hospitals, supermarkets,
shopping malls, hotels, clubhouses, residential areas, scenic
spots and pharmacy in the PRC to install such environmental
friendly bags taking machines, in order to generate income from
database traffic monetisation, advertising fees, trading of relevant
machines or maintenance operations.

24

BMER S =FRBNEZIRERREEAE
MIBE - LEHZBUAEIER$ kAt RIS R
FREEEBE - LN AEBRZZZZFE
RAAEENESMS  BRMNBEBERESES
FERESTEREGEUER R _=%F "
BMREBRETERESMS EMkDHERE
REBERIGER -

MADEHERRREBRRER GEBEER
BERXHE ([REFI])

[REPT] EMErE DB R (AR ) # -
REREPREARRR - BBIUARTRARE
Ko MAYBRERANEERERNETNRE
SERESHRECER  ERBBEREZRNE
ERR A ERANHEEE  BERRFEFL
BEXTHERBREER-

R-ZZ_ZFF  BRRRBBEMMABLEBITRA
BRHMBER - ARAER _Z_AFEAKEE
BIERATARREER YO TEZEBHHED
ESmEES  EREEHAREES  TH
BT RE T EEZEBIS R E L AMR
/I::\ °

R-ZZB-_—FNA REERREE AEEHE
ERAKADORELABRBRERERRE -
MEBERAETEZRER  #hH  BYHo -
BIE g R REREEZREEBREN
R NEBBREREENR BEE  HARKS
EE LM EEBERIUA -



Starting from June 2022, the database traffic monetisation
business have rebounded and has been growing steadily. In July
2022, we have set up own technical team to lay out bag taking
machines to test the new bag picking process, bag delivery data,
consumer feedback and revenue model through our own
technical team, as to set out an efficient bag picking process.
When this model runs through, our own technical team in Beijing
will be responsible for the lay out of bag taking machines in the
future. After running out a complete set of data, it is planned to
start the national investment promotion in second half of 2023.

In 2023, Daizhangmen will be the stage of refining and deepening
the market, target to integrate with various environmental
friendly bags brand agents and environmental friendly bags
taking machine manufacturers. As the company’s database
traffic monetisation business is developing in a positive direction
as a whole, which we strongly believe providing free products to
consumers with generating revenue business model enables us
to accumulate greater competitiveness in coming years.

We will continue to make pioneering efforts and pursue new
achievements and innovations in such areas as to seek for new
opportunities and more extensive strategic cooperation and lay a
solid foundation for the stable growth and performance of the
Company in the future. In the long-run, the Group remains
optimistic on the development of environmental related products
and services sector in the PRC.

Lastly, to prepare for future challenges, the Group will stay
vigilant and continue to maintain its prudent financial position
and lean operation. The Group will also keep a close eye on new
business initiatives and other opportunities in order to enhance
business growth and deliver long-term value to its shareholders.

USE OF PROCEEDS

The 2020 Rights Issue

On 10 November 2020, the Company proposed to raise
approximately HK$48.6 million, before the Set-off Arrangement
and relevant expenses, by way of the rights issue (the "Rights
Issue”), by issuing 91,777,944 rights shares at the subscription
price of HK$0.53 per rights share on the basis of one (1) rights
share for every one (1) adjusted shares held on the Record Date.
The Rights Issue was completed on 10 February 2021. The net
proceeds of the Rights Issue were approximately HK$15.6 million.
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Up to 31 December 2022, the net proceeds had been utilised in  #HZEZ T = —
full in accordance with the intentions previously disclosed by the

FT+ZA=+—B " FBREERE
ERBASEEMKENEEELHEA - /A

Group, with breakdown as follows: mr
Allocation of
net proceeds Utilised
as disclosed amount Unutilised
in the for the amount
prospectus year ended as at
forthe 31 December 31 December
Rights Issue 2022 2022
HBRER BE-ZT-—F
FiEz +=HA=t+—H R-s——
8 RIE tH¥EZz +=A=+—H
FHEOE EERAEE ZREHASE
HK$°000 HK$'000 HK$'000
FHEIT FET FET
Trading and distribution business & 5 &7 5375 8,153 8,153 -
General working capital (Note) —EEES (W) 7,445 7,445 -
Total HEt 15,598 15,598 -

Note: A further breakdown of the proceeds applied to general working capital

Krat - AR —REBESZABRIBIE-SHANT :

is as follows:
HK$'000
FAET
— Audit fees —ZEEA 1,220
— Salaries and allowances — He KRR 2,648
— Directors’ fee —EEHe 898
— Office expenses —WAERY 403
— Professional fees —HEER 710
— Insurance — Rbg 185
— Rental expenses —HEMAX 705
— Utilities —RAEE 34
— Others — Hftb 642
Total 45t 7,445
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Executive Directors

Mr. LAU Siu Ying, aged 59, is the founder, Chairman and Chief
Executive Officer of the Company since 1992. Mr. Lau has
extensive working experiences in the telecommunications
industry for over 25 years and has established solid business
contacts in both Hong Kong and the PRC. Mr. Lau is responsible
for directing the Group's overall business policy and strategies as
well as overseeing the Group’s business development in Hong
Kong and the PRC. Prior to setting up his business, Mr. Lau
worked for Hutchison Whampoa Group for approximately 5 years,
in charge of the business development of the telecommunications
in the PRC. Mr. Lau holds a bachelor degree in Business
Administration from the Chinese University of Hong Kong and a
master degree of science in Information Technology from the
National University of Ireland, Dublin.

Mr. Lau is currently the trustee in New Asia College of the
Chinese University of Hong Kong and the Board Councilor of
China Mobile Communications Association. In the aspects of
social and economic activities, Mr. Lau is devoted to promoting
economic and educational development. He served as the vice
president of the Hong Kong Association of Jieyang, the honorary
president of Shanghai Chaoshan Chamber of Commerce, Hong
Kong and Macau Director of the Dongguan City Youth Federation
and the vice president of Hong Kong Island Chaoren Association
Limited.

Mr. WANG Yu, aged 57, joined the Group in April 2006 and was
appointed as an Executive Director of the Company in November
2009. Mr. Wang is the General Manager of a subsidiary of the
Company and in-charge of the mining business segment of the
Company. Mr. Wang graduated from Xi‘an Jiaotong University
with a master degree and a bachelor degree in Computer
Science. Mr. Wang has more than 10 years working experiences
in channel and distribution management on computer products
and mobile phones with local and multinational companies in the
PRC. Prior to joining the Group, Mr. Wang was a General Manager
of a listed company in the PRC focusing on IT business.
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Mr. HOU Zhenyang, aged 48, has over 15 years of experience
in real estate investment trust funds (REITS), real estate
development, management, acquisition, asset management,
insurance and business management. He obtained a bachelor’s
degree in economics and marketing and a master degree in
business administration from the University of Auckland, New
Zealand in 1997 and 2009, respectively.

Mr. Hou served as various position of KVB Global Capital Limited
from 2008 to 2014, including manager of the finance department,
vice chairman, head of the investment and director. He joined as
a managing partner of United States RW Holdings REIT, Asia from
2015 to 2019. He is currently the president of Asia Region of USA
InvestCo from July 2019 and also the vice chairman of Irvine
Family Offices, Asia from July 2020. Mr. Hou has extensive
experience in business management, real estate operations,
investment and financing as well as risk management. Mr. Hou
was appointed as a Non-executive Director of the Company on 1
September 2020 and re-designated as an Executive Director on
19 April 2021.

Independent Non-executive Directors

Dr. LAW Chun Kwan, aged 57, was appointed as an
Independent Non-executive Director of the Company in June
2012. Dr. Law has extensive working experience in various
business fields including advertising, telecommunications,
information technology and real estate development in both
Hong Kong and the PRC. Dr. Law is presently engaged in real
estate development business in the PRC. Dr. Law holds a
bachelor degree of social science from the Chinese University of
Hong Kong, a master degree of e-business and a doctorate
degree of business administration in information systems from
the Edith Cowan University, Western Australia.
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Dr. LO Wai Shun, aged 62, was appointed as an Independent
Non-executive Director of the Company in June 2018. Dr. Lo
holds a bachelor degree in sciences and a master degree in
philosophy from The Chinese University of Hong Kong, and a
doctorate degree in Physics from Brown University, United States
of America (“U.S.A."). He is also Adjunct Professor of The Chinese
University of Hong Kong and Visiting Professor of Peking
University (School of Innovation and Entrepreneurship). Dr. Lo is
currently a general partner of DL Capitals, an angel investment
fund focusing on disruptive and exponential technologies and
has over 20 years of extensive experience in various business
fields including intellectual property commercialization, business
models innovation and technology transfer. Dr. Lo had served as
a non-executive director for various listed companies in Hong
Kong from 2000 to 2005.

Mr. LEUNG Wai Hung, aged 55, was appointed as an
independent non-executive director, the chairman of the audit
committee and remuneration committee and a member of the
nomination committee in July 2021.

Mr. Leung holds a bachelor degree in business administration
from The Chinese University of Hong Kong, and he has been a
fellow member of The Association of Chartered Certified
Accountants and a member of the Hong Kong Institute of
Certified Public Accountants. Mr. Leung has more than 20 years
working experience in various listed companies in Hong Kong
mainly engaged in property business including Cheung Kong
(Holdings) Limited (now known as CK Hutchison Holdings Limited)
(stock code: 001). Mr. Leung also has extensive financial
experience in initial public offering ("IPO"), merger and acquisition
as well as fund raising and is familiar with the business
environment of both Hong Kong and the Mainland China. In
addition, Mr. Leung has extensive experience in real estate
investment trusts (“REIT”). He participated in the IPO setup of the
first private sector REIT, Prosperity REIT (stock code: 808) in Hong
Kong in 2005 and worked for the manager of Fortune REIT (stock
code: 778) as a Finance Director from 2011 to 2012. He has also
worked as the financial controller of Shougang Concord
International Enterprises Company Limited (now known as
Shoucheng Holdings Limited) (stock code: 697) from 2013 to
2018. Mr. Leung was an independent non-executive director of
Beaver Group (Holding) Company Limited (now known as State
Innovation Holdings Limited) (stock code: 8275), a listed company

EERSHRERASGN

BRERLT 2 R-T-\FARZER
ARRBIIFATES - BHELHAEBFBEHXK
PSRBT B NEBET M UREMNRE
FE(TXBEDMAAEMERELEM - W R
BEPXREREBRE ML RKE (AIFT RAIXE
Bo) REHE - SR LR AHREN(BIRNBEIR
HERIEBMERMZ REREES) 2 EBAERA -
YR ZEFRFERE (BREANBERBEL  BAER
AAFREMER) AAERA0FEELR - B =
ZRTFE_TTHF BB LEREEZRER
ERRBZIFATES -

REBIEEE S5 RZZE_—FLREZER
BIYFRTES ERZEELRFMZEEER
KRB ZEEKE -

REEHAERBERNAREIFERELEN - §
RETAREHAMAGERGERBEEGHAA
BEE RAABBUEBAZRIEREZFME
% FmAR(BERIEE(EE)ERAFGR
BRIMZEZBR AR (BRMHASE - 001)5#20
FIHEESR REETRERAAREES  HER
MEFTEHABEEENMBLER  WAREAERF
Bl A H P SEIRIE o AN RAEEREHERE
ERAFELELR - FR_TTAFLHEREY
BERILAMEBEANEHEREET  LEEE
ERE(RMARS 808 MBERARBERN T
——FE_T-_FETEEEEET(ROR
S 778) BRANMBEE AT —=FE=
T-N\F FhETERBEBCEER AR CGERE
HEEERBRAR (RMOMRIE : 697) MBI TEBES -
BE-E—tFhAZZZT=—F=F Bi4EA
FREERZFTGEM E B A Bk EVE B (IER) AR A
al RIBERBHER AR AR (BRDARIE - 8275) &Y
BUIENITESR - REENE-T—tF+ AR

29



China Fortune Holdings Limited / 2022 Annual Report

DIRECTORS AND SENIOR MANAGEMENT PROFILE

EENREREEAEGN

on GEM of The Stock Exchange of Hong Kong Limited from
September 2017 to February 2021. Mr. Leung has also been an
independent non-executive director of Fineland Living Services
Group Limited (stock code: 9978) since October 2017. Mr. Leung
has been appointed as the Company Secretary and authorised
representative of BeijingWest Industries International Limited
(stock code: 2339) on 11 April 2022. He has also been appointed
as an independent non-executive director, the chairman of the
audit committee and a member of the nomination committee of
Sino-Ocean Service Holding Limited (stock code: 6677) with effect
from 4 August 2022.

COMPANY SECRETARY

Mr. SO Chi Kai, was appointed as the Company Secretary of the
Company, the Financial Controller of the Group and the
authorised representative of the Company in April 2018. Mr. So
holds a degree of Bachelor of Arts (Honors) in Accountancy from
the Hong Kong Polytechnic University. He is a member of the
Hong Kong Institute of Certified Public Accountants. Mr. So has
worked in an international audit firm and various public and
private companies in Hong Kong. In addition, Mr. So has
extensive professional and senior managerial experience in
financial reporting, financial management and company
secretarial matters.
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CORPORATE GOVERNANCE PRACTICES

The Board is committed to maintaining high standards of
corporate governance with a view to assuring the integrity,
transparency and quality of disclosure to protect the interests of
all shareholders. The Company'’s corporate governance practices
are based on the principles and code provisions (“Code
Provisions”) set out in the Code on Corporate Governance
Practices (the “CG Code") as set out in Appendix 14 of the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”).

During the year ended 31 December 2022, the Company has
complied with most of the Code Provisions of the CG Code,
except for the deviations as stated in paragraph headed
“Chairman and Chief Executive Officer” and “Re-election of
Directors”.

The Board will continuously review and improve the corporate
governance practices and standards of the Company to ensure
the business activities and decision making processes are
regulated in a proper and prudent manner.

Code Provision C.2.1

Code Provision C.2.1 stipulates that the roles of chairman and
chief executive officer should be separated and should not be
performed by the same individual but Mr. Lau Siu Ying currently
assumes both roles of the Chairman and the Chief Executive
Officer of the Company. Code provision B.2.2 states that every
director, including those appointed for a specific term, should be
subject to retirement by rotation at lease once every three years.
However, Mr. Lau Siu Ying, being the Chairman of the Board,
does not need to retire by rotation. Mr. Lau Siu Ying has been in
charge of the overall management of the Company since its
incorporation. As a result, although he does not need to retire by
rotation and assumes both roles of the Chairman and the Chief
Executive Officer of the Company, the Board considers that such
arrangement at the current stage of development of the Group
can facilitate the execution of its business strategies and
maximise the effectiveness of its operations. Nevertheless,
through the supervision from the Board including the
Independent Non-executive Directors, the interests of the
shareholders should be adequately and fairly considered.
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DIRECTORS’ 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 of the Listing Rules for securities
transactions by Directors of the Company during the year under
review.

Having made specific enquiry with all Directors, each of whom
has confirmed that he has complied with the required standard
as set out in the Model Code for the year ended 31 December
2022. The Model Code also applies to other specified senior
management of the Group.

BOARD OF DIRECTORS

Overall accountability

Members of the Board are individually and collectively
accountable to the shareholders for the success and sustainable
development of the Company. The Board provides direction and
approval in relation to matters concerning the Company's
business strategies, policies and plans whilst the day-to-day
business operations are delegated to the executive management.
The Board is accountable to the shareholders and in discharging
its corporate accountability, every Director of the Company is
required to pursue excellence in the interests of the shareholders
and fulfill his fiduciary duties by applying the required level of
skills, care and diligence to a standard in accordance with the
statutory requirements.
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Board composition

The Board currently comprises three Executive Directors and
three Independent Non-executive Directors of whom all are
independent as defined under the Listing Rules. Independent
Non-executive Directors constitute more than one-third of the
Board. The Company has received from each Independent Non-
executive Director an annual confirmation of his independence
pursuant to the independence guidelines set out in Rule 3.13 of
the Listing Rules and considers that all Independent Non-
executive Directors are independent. To the best knowledge of
the Company, there is no financial, business, family or other
material/relevant relationship among the members of the Board.
Brief biographical particulars of the Directors are set out on
pages 27 to 30.

Re-election of directors

All Non-executive Directors of the Company are not appointed
for a specific term but are subject to retirement by rotation in
accordance with the Company’s Bye-laws. In accordance with
the relevant provisions in the Bye-laws of the Company, if the
appointment of Directors is made by the Board, the Directors so
appointed must stand for election by the shareholders at the first
annual general meeting following their appointments and all
Directors, except the Chairman, must stand for re-election by the
shareholders by rotation. Separate resolutions are proposed for
the election of each director.

Nomination of directors

The Nomination Committee is authorised by the Board to
determine the policy for the nomination of Directors, to set out
the nomination procedures and the process and criteria adopted
to select and recommend candidates for directorship.
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Board responsibilities and delegation

The Board collectively determines the overall strategies of the
Company, monitors performance and the related risks and
controls in pursuit of the strategic objectives of the Company.
Day-to-day management of the Company is delegated to the
Executive Directors or the officer in charge of each division and
function who is required to report back to the Board. Functions
reserved to the Board and those delegated to management are
reviewed periodically. All Board members have separate and
independent access to the senior management, and are provided
with full and timely information about the conduct of the business
and development of the Company, including monthly reports and
recommendations on significant matters. Should separate
independent professional advice be considered necessary by the
Directors or any Board Committee, independent professional
services would be made available to the Directors or such Board
Ccommittee upon request. The Board has delegated some of its
functions to the Board Committees, details of which are set out
below. Matters specifically reserved for the Board include
approval of financial statements, dividend policy, significant
changes in accounting policies, material contracts, significant
appointments such as Company Secretary and external auditor,
terms of reference of Board Committees, as well as major
corporate policies.

To implement the strategies and plans approved by the Board,
Executive Directors and senior management meet on a regular
basis to review the performance of the Group and make financial
and operational decisions. The Company has arranged
appropriate insurance cover on directors and officers liability for
its directors and officers.

Details of the responsibilities, membership, attendance and

activities during the year of each Board Committee are set out on
pages 37 to 42.
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Board meetings and attendance

The Board meets regularly to review the financial and operating
performance of the Company and to discuss future strategy. Five
Board meetings were held in 2022. At the Board meetings, the
Board reviewed significant matters including the Company's
annual and interim financial statements, proposals for final and
interim dividends (if any), annual report and interim report. At
least 14 days' notice is given to all Directors for all regular Board
meetings and all Directors are given the opportunity to include
matters for discussion in the agenda. All minutes of the Board
meetings are kept by the Company Secretary and are available to
all Directors for inspection. During the year, the Chairman of the
Company has held a meeting with all the Independent Non-
executive Directors without other directors presented.
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The attendance record of each Director at Board meetingsin  R-ZZ_—F SES=HEEETC SR 2L
2022 is set out below: FgR -
Attendance/
Number of
Meetings
Directors = HEERRE
Chairman and Executive Director EERPITES
Mr. Lau Siu Ying 2 NE R A 5/5
Executive Directors HITES
Mr. Wang Yu T AEE 5/5
Mr. Hou Zhenyang REFELAE 0/5
Independent Non-executive Directors BAFHITES
Dr. Law Chun Kwan ERIBE LT 5/5
Dr. Lo Wai Shun BHEE L 5/5
Mr. Leung Wai Hung REMETAE 5/5

FRRATHASR

EEERTRIEC2VERE X FE RITHRAAE 2B
RETRD  TEAR—-ARE HEH/NEXE
ARREARARREFERERRITE 2B -

Chairman and chief executive

Provision C.2.1 of the CG Code stipulates that the roles of
chairman and chief executive should be separated and should
not be performed by the same individual but Mr. Lau Siu Ying
currently assumes both roles of the Chairman and the Chief
Executive Officer of the Company.
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Provision B.2.2 of the CG Code states that all directors should be
subject to retirement by rotation at least once every three years,
Mr. Lau Siu Ying, being the Chairman of the Board, does not need
to retire by rotation.

Mr. Lau Siu Ying has been in charge of the overall management
of the Company since its incorporation. As a result, although he
does not need to retire by rotation and assumes both roles of the
Chairman and the Chief Executive Officer of the Company, the
Board considers that such arrangement at the Group'’s current
stage of development can facilitate the execution of the Group’s
business strategies and maximise the effectiveness of its
operations. Nevertheless, through the supervision from the Board
including the Independent Non-executive Directors, the interests
of the shareholders should be adequately and fairly considered.

Directors’ continuing professional development

Each newly appointed director is provided with necessary induction
and information to ensure that he has a proper understanding of
the Company’s operations and businesses as well as his
responsibilities under the relevant statutes, laws, rules and
regulations.

Directors’ training is an ongoing process. During the year,
Directors are provided with monthly updates on the Company's
performance, position and prospects to enable the Board as a
whole and each Director to discharge their duties. In addition, all
Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills.
The Company updates Directors on the latest development
regarding the Listing Rules and other applicable regulatory
requirements from time to time, to ensure compliance and
enhance their awareness of good corporate governance
practices.
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The individual training record of each Director received for the
year ended 31 December 2022 is summarised below:

RWmEE

©EXE)

REBEE - —F+-_A=+—HIFEREE
FRESZEIIZ BRI s T

Attending seminar(s)/
programme(s)/reading
relevant materials in
relation to the business

or director’s duties
HFEHEEERESHREREZ

Name of Directors EEnA BERE HEEEER
Mr. Lau Siu Ying 2/ NE A Yes
=
Mr. Wang Yu T RREE Yes
=
Mr. Hou Zhenyang EEFLAE Yes
=
Dr. Law Chun Kwan BB Yes
=
Dr. Lo Wai Shun BuEELT Yes
=
Mr. Leung Wai Hung PEMELA Yes
=
BOARD COMMITTEES EEXREE
The Board has established three committees to oversee ZEZGEKI-EZEE  UEBRRAEBLKZ
particular aspects of the Company’s affairs and to assist in the  IFE &l - W E)J#Lﬁﬁ% Ef-EEXZEE

execution of the Board's responsibilities. Sufficient resources are
provided to enable the Board Committees to undertake their
specific roles. The respective role, responsibilities and activities
of each Board Committee are set out below:

Remuneration committee

The principal role of the Remuneration Committee is to determine
and review the remuneration packages of individual executive
directors and senior management, including salaries, bonuses,
share options and other plans. The Remuneration Committee
reviews and approves the management’'s remuneration
proposals with reference to the Board’s corporate goals and
objectives and considers salaries paid by comparable companies,
time commitment and responsibilities and employment
conditions elsewhere in the Group, so as to align management
incentives with shareholders’ interests.

ﬁkﬁ%ﬁ%’]éﬁ@ﬁﬁ%ﬁ%ﬁ - REELZER®
ZiEREAE EENEADEIIMT

FMEES
FHEZEe I2ACREE MNEHENNTE

ERRBRERABZHMTE  BREFE  EA
BlELEMGE - FHEEE2RESTS 2L

XEBENRENERLRBHLEEAR 2 FHBEE
YERBAIBHBABXIMNZHE RAZKER
B UERAEEEMEFZ®AEBR - Mk
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The Remuneration Committee currently comprises three
Independent Non-executive Directors and an Executive Director.
The Chairman of the Remuneration Committee is Mr. Leung Wai
Hung, an Independent Non-executive Director. The Company
Secretary of the Company serves as the secretary of the
committee. Minutes for the meetings are sent to the committee
members within a reasonable time after the meetings. The full
terms of reference are available on the Company’s website and
The Stock Exchange of Hong Kong Limited’s website.

FNEZEEREH R B IFRTEET R B
TEFEK - FMEZB IR ABILFRTES
REWHRE - ARBZAAMEHERZEGWE -
ERLERCHBNERRIAEFRAATXT
ZEERE - TR ZBERE A RNARRFE R
BRMAEX AR AR LR -

The composition of the Remuneration Committee duringthe year HEEeRNFERNZAKEREEZEeKELFS
as well as the meeting attendance of the committee members  ZH 2 ER0AT -
are as follows:
Membership and Attendance KERHERELR
Attendance/
Number of
Meetings
Members 4=l HE R
Independent Non-executive Directors BUKHITES
Dr. Law Chun Kwan EfRIRE L 11
Dr. Lo Wai Shun B siEt 11
Mr. Leung Wai Hung (Chairman) PEWELRE () 11
Executive Director HITES
Mr. Lau Siu Ying 2 NER A 171

One meeting was held in the year in which the Remuneration
Committee reviewed the remuneration policies and approved the
salaries and bonuses of the Executive Directors and senior
management. The Remuneration Committee has communicated
with the Chairman of the Company about proposals relating to
the remuneration packages of other Executive Directors and
senior management.

38

FHEZEeRNFRABRIT-REE  §LEEH
FEBE  TEHRTEEREGREEAREZH
SR - HFMEE G BARA T FEREMA
TEERSRERABZHIFEERETER -



TEREZERERDE / —SE-FFR

CORPORATE GOVERNANCE REPORT

Details of directors’ emoluments and retirement benefits are
disclosed on pages 172 to 173. Remuneration payable to
members of senior management is disclosed on page 208. At 31
December 2022, there were no outstanding shares in respect of
which options had been granted. Details of the Company’s share
option plan are disclosed on pages 203 to 204.

Audit committee

The Audit Committee reviews financial information of the Group,
monitors the effectiveness of the external audit and oversees the
appointment, remuneration and terms of engagement of the
Company's external auditor, as well as their independence. The
Audit Committee is also responsible for reviewing the financial
reporting process and the system of internal controls and risk
management. The Board also delegated corporate governance
functions to the Audit Committee, including the review and
monitoring of (a) the development and review of the Company’s
policies and practices on corporate governance and
recommendations; (b) the training and continuous professional
development of directors and senior management; (c) the
Company's policies and practices on compliance with legal and
regulatory requirements; (d) the code of conduct of the Company;
and (e) the Company’s policies and practices on corporate
governance and its compliance with the CG Code and disclosures
in the Corporate Governance Report. The full terms of reference
setting out the committee’s authority and its role and
responsibilities are available on the Company’s website and The
Stock Exchange of Hong Kong Limited’s website.

The Audit Committee currently consists of three Independent
Non-executive Directors, with one of whom having the relevant
professional qualifications and expertise. The Chairman of the
Audit Committee is Mr. Leung Wai Hung, an Independent Non-
executive Director. The Company Secretary acts as secretary of
the Audit Committee. Sufficient resources are made available to
the Audit Committee when independent legal or professional
advice is required.

The Audit Committee meets at least twice a year. The external
auditors of the Company are invited to the meetings, take part in
the discussions and answer guestions from the committee
members. By invitation of the Audit Committee, other Directors
and senior executives may also attend the meetings.
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The Audit Committee held five meetings in the year. The HRZEE@NEANLRITARNEE - AMWED
Company Secretary prepared full minutes of the audit committee  (REEFEZZESeH Yy TR SHEN - LHHHB
meetings with details of discussions and decisions reached. The FFIEREM AT - @HTHEERLRERENE
draft and final versions of minutes were sent to all committee @HEZAEBERERNEXTEEREESKE

members within a reasonable time after each meeting.

The composition of the Audit Committee during the year as well BREZE@NFAZHEKEIEZEEeKEHFE
as the meeting attendance of the committee members are as  FZI1E RO :
follows:
Membership and Attendance KERHEELR
Attendance/
Number of
Meetings
Members 4=l HE R
Independent Non-executive Directors BUFHITES
Dr. Law Chun Kwan ERIRE L 5/5
Dr. Lo Wai Shun B stEt 5/5
Mr. Leung Wai Hung (Chairman) PEWELRE (L) 5/5

FR - BERLZEGCRINERBE W EBLIE -
AL EZEELBE  EEREFGAEHNASE

During the year, the Audit Committee has discussed with the
external auditor their independence and the nature and scope of

the audit; reviewed the interim and annual financial statements
of the Group, particularly judgmental areas, before submission to
the Board; reviewed the effectiveness of the internal control
system of the Group, findings and management'’s response,
reviewed the Group’s adherence to the code provisions in the CG
Code. The Audit Committee recommended the Board to adopt
the 2022 interim and 2021 annual financial statements. The Audit
Committee has also performed the aforesaid corporate governance
duties as delegated to it by the Board.

Nomination committee

The Nomination Committee is authorised by the Board to
determine the policy for the nomination of Directors, to set out
the nomination procedures and the process and criteria adopted
to select and recommend candidates for directorship. The
Nomination Committee is also responsible for reviewing the
structure, size and composition of the Board, and assessing the
independence of Independent Non-executive Directors.
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The Nomination Committee currently comprises five members, a
majority of whom are Independent Non-executive Directors and
is chaired by the Chairman of the Board. The Company Secretary
of the Company serves as secretary of the Nomination Committee.
Minutes for the meetings are sent to the Nomination Committee
members within a reasonable time after the meetings. The full
terms of reference are available on the Company’s website and
The Stock Exchange of Hong Kong Limited's website.

The composition of the Nomination Committee during the year
as well as the meeting attendance of the committee members
are as follows:

EXRELRBRES
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if:

Membership and Attendance KERHEER
Attendance/
Number of
Meetings
Members KE HESERE
Executive Directors HITES
Mr. Lau Siu Ying (Chairman) 2INESTE (FE) 1”1
Mr. Wang Yu T BEAE 11
Independent Non-executive Directors BIAFHITES
Dr. Law Chun Kwan R mIE L 171
Dr. Lo Wai Shun B siEt 11
Mr. Leung Wai Hung REMTAE 171
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During the financial year, one meeting was held, in which
members of the Nomination Committee have performed,
considered, and/or resolved the following matters:

- annual review on the structure, size and diversity of the
Board,

- reviewing the existing Nomination Policy and Board
Diversity, and the implementations,

- assessment on the independence of Independent Non-
executive Directors and review of the annual confirmations
on their independence; and

- review of the re-appointment of Directors who retired from
office by rotation at the past AGM and offered themselves
for re-election.

BOARD DIVERSITY AND WORKFORCE

The Company has formulated the board diversity policy aiming at
setting out the approach on diversity of the Board of the
Company. The Company believes that a diversity of perspectives
can be achieved through consideration of a number of aspects,
including but not limited to skills, regional and industry
experience, background, race, gender and other qualities. Board
appointments will be made on merit basis and candidates will be
considered against objective criteria, with due regard for the
benefits of diversity on the Board. There is no financial, business,
family or other material/relevant relationships between Board
members. Under the revised Rule 13.92 of the Listing Rules that
came into effect on 1 January 2022, a single gender Board will
not be considered by the Stock Exchange to have achieved Board
diversity. The Company targets to comply with this new
requirement no later than 31 December 2024, being the end of
the transitional period as specified by the Stock Exchange, and
the Board will consider amending the Board diversity policy to
include appointment of at least a director of a different gender so
that the potential successors to the Board can achieve gender
diversity.
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The Board places emphasis on diversity (including gender
diversity) across all levels of the Group. The employee gender
ratio of the Group (including senior management) as at 31
December 2022 is 60.5% male: 39.5% female. The Group when
hiring employees considers a number of factors, including but
not limited to gender, age, cultural and education background,
qualification, ethnicity, professional experience, skills, knowledge
and length of service, and the Group will make sure achieving
gender diversity across the workforce. During the year ended 31
December 2022, the Board was not aware of any mitigating
factors or circumstances which make achieving gender diversity
across the workforce (including senior management) more
challenging or less relevant. The Nomination Committee is
responsible for monitoring and reviewing the implementation of
the board diversity policy to ensure its effectiveness and
recommending any revisions of the policy to the Board for
consideration and approval.

DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The Directors acknowledged the responsibilities for preparing the
financial statements which give a true and fair view of the affairs
of the Company and its subsidiaries. The auditors are responsible
to form an independent opinion, based on their audits, on the
Group's financial statements and express their opinions.

The responsibilities of the external auditor with respect to the
financial statements for the year ended 31 December 2022 are
set out in the Independent Auditor’s Report on pages 86 to 93.

MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

Pursuant to code provision D.1.3, the Board draws the attentions
of shareholders and other stakeholders of the Company to a
situation where the directors are aware of certain material
uncertainties may cast significant doubt on the Company's ability
to continue as a going concern.

Shareholders and stakeholders of the Company are advised to
refer to the Independent Auditors’ Report for the details of going
Concerns issues.
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AUDITOR’'S REMUNERATION

BDO Limited ("“BDQ") resigned as the external auditors of the
Company on 17 January 2022. Yongtuo Fuson CPA Limited
("Yongtuo Fuson”) was appointed as the new auditor of the
company to fill the casual vacancy following the resignation of
BDO with effect from 17 January 2022 until the conclusion of the
forthcoming annual general meeting of the Company.

The fee in respect of annual audit services provided by Yongtuo
Fuson for the year ended 31 December 2022 amounted to
HK$880,000 (2021: HK$830,000). The reporting responsibilities of
Yongtuo Fuson are set out in the Independent Auditors’ Report
on pages 86 to 93.

COMPANY SECRETARY

Mr. SO Chi Kai (“Mr. S0"), was appointed as the Group Financial
Controller and Company Secretary of the Company (“Company
Secretary”) on 3 April 2018 and is responsible for overseeing the
Group's financial reporting, financial management and company
secretarial matters.

The Company Secretary is mainly responsible for assisting the
Chairman of the Board and its committees to prepare agendas
for meetings and to prepare and disseminate meeting material
to the Directors and committees’ members in a timely and
comprehensive manner; ensuring every Director complies with
the Board'’s policy and procedures, and all applicable rules and
regulations; and ensuring accurate records of Board/committee
meeting proceedings, discussions and decisions are recorded.
According to Rule 3.29 of the Listing Rules, Mr. So has taken no
less than 15 hours of relevant professional training during the
year. His biography is set out on page 30 of this Annual Report.
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RISK MANAGEMENT AND INTERNAL CONTROL
FRAMEWORK

The Group's existing corporate governance framework and the
significant risks of the Group were summarized as follows:

Goals and Objectives

The Board is responsible for evaluating and determining the
nature and extent of the risks it is willing to take in achieving the
Group's strategic objectives, and ensuring the implementation of
an effective risk management and internal control systems.

The Board acknowledged that the risk management and internal
control 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 10ss.

Main features of the risk management and internal
control systems

The Group's risk governance structure and the main responsibilities
are summarised below:

Board

J To evaluate and determine the nature and extent of the
risks it is willing to take in achieving the Group’s strategic
objectives, and ensuring the implementation of an effective
risk management and internal control systems,

o To oversee the Group's risk management and internal
control systems on an ongoing basis,

o To perform an annual review to ensure the adequacy of
resources, staff qualifications and experience, training
programmes and budget of the Group’s accounting,
internal audit and financial reporting functions; and

o To oversee the management/responsible party (“responsible
management”) in the design, implementation and monitoring
of the risk management and internal control systems.
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Management
o To design, implement and monitor the risk management
and internal control systems;

o To perform risks identification assessment which might
threaten the strategic objectives set;

o To review the risk and risk level and advise on any matters
which might be raised by employees and the Group;

o To assist external consultant to analysis and appraise the
adequacy and efficiency of the Group's risk management
and internal control systems; and

o To coordinate all the risks management and activities
process and in compliance with Listing Rules and report
periodically to the Board.

Process Used to Identify, Evaluate and Manage
Significant Risks

The processes used to identify, evaluate and manage significant
risks by the Group were summarized as follows:

Risk Identification

o Identified the risks through discussion with the management.
Risk Assessment Questionnaire was used to document the
risk identified by the responsible parties.

Risk Assessment

o Identified the existing controls and analysing risks in terms
of consequence and likelihood in the context of those
controls. The risk analysis considered the range of potential
consequences and how likely those consequences were to
occur. Consequence and likelihood might be combined to
produce an estimated level of risk.

Risk Response
o Categorised the risks into low risk, medium risk and high
risks,;

o Determined the strategy to handle the risk; and
o Developed the risk register and internal control audit plan

and determined the frequency of review and control testing
on key controls.
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Risk Monitoring and Reporting

o On-going communication of monitoring results to the Audit
Committee which enables it to assess control of the Group
and the effectiveness of risk management during the year,
including:

- Risk guestionnaires completed by the management,
risk register and internal audit plan; and

- Fact finding report with recommendations on the
review and testing of internal controls on certain
operating cycles and areas.

Internal Audit Function

With the assistance of the external consultant, the Group’s
internal audit function is performed by the management of the
Company, including analysing and appraising the adequacy and
effectiveness of the Group's risk management and internal
control systems.

The Company has engaged an external consultant to assist the
Company to:

o Perform the risk assessment based on management
evaluation on identified area and report the findings and
recommendations to the management,

o Conduct various agreed upon reviews on the Group’s
existing internal control policies regarding notifiable
transactions and connected transactions and identify any
significant weakness in its controls; and

o Conduct various agreed upon reviews on material controls
and perform testing of internal controls on certain
operating cycles and areas in accordance with the
Company's Internal Control Audit Plan.

The Company has considered the recommendations on the
internal audit findings identified by the external consultant and
will be completed the implementation of the aforesaid
recommendations in the upcoming financial year.
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During the year, the Board conducted an annual review on the
effectiveness of the Company’s risk management and internal
control systems. The Board concluded that the risk management
and internal control systems of the Company were adequate and
effective during the year.

INSIDE INFORMATION

The Company is fully aware of its obligations under the new Part
XIVA of the Securities and Futures Ordinance, Chapter 571 and
the Listing Rules. The Board has adopted procedures and internal
controls policy which contains the guideline to the Directors and
officers of the Company to ensure that the inside information of
the Company is to be disseminated to public in an equal and
timely manner in accordance with the applicable laws and
regulations. Such policy provides guidance on the Company
conducting its affairs with close regard to the disclosure
requirements under the Listing Rules as well as the “Guidelines
on Disclosure of Inside Information” published by the Securities
and Futures Commission of Hong Kong in June 2012.

CODE OF CONDUCT

The Company is committed to high standard of business ethics
and integrity. A code of conduct is enforced on all employees of
the Group. The employees at all levels are expected to act in an
honest, diligent and responsible manner. No personal gifts or
other forms of advantages from any person or organisation doing
business with the Group can be accepted by any employee.
Business partners and customers are reminded from time to time
that our policy forbids any employee or agent of the Group from
accepting any gift from them.
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COMMUNICATION WITH SHAREHOLDERS

The Company attaches great importance to communications with
shareholders and investors as always, and is committed to
disclosing information that is important to shareholders and
investors in a timely and objective manner through multiple
channels. We actively and effectively communicate the
Company's latest business development and strategies to the
capital market. To further optimize this communication, the
Group has established Investors (Shareholders Included)
Communication Policy and regularly reviews and assesses its
implementation and effectiveness. During the Reporting Period,
the Board has reviewed the Investors (Shareholders Included)
Communication Policy and considers it to be effective. Major
means of communication with shareholders of the Company are
as follows:

Information disclosure on company website

The Company endeavours to disclose all material information
about the Group to all interested parties as widely and timely as
possible. The Company maintains company websites at
www.chinafortune.com and www.fortunetele.com where
important information about the Group's activities and corporate
matters such as annual reports and interim reports to
shareholders, announcements, business development and
operations, corporate governance practices and other
information is available for review by shareholders and other
stakeholders. When announcements are made through the
website of The Stock Exchange of Hong Kong Limited, the same
information will be made available on the Company’s website.

General meetings with shareholders

The Company’s annual general meeting provides an useful
platform for direct communication between the Board and
shareholders. Separate resolutions are proposed on each
substantially separate issue at the general meetings.
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The 2022 annual general meeting (“2022 AGM") was held on 31
May 2022. The attendance record of the Directors at the 2022
AGM is set out below:

TECFRERBFAE ([ ZE__FREEF
X NERE-__FHA=-FTHEfT- &=
HE_SE-—FRERFRG ZRESEHINNT ¢

Attendance/

Number of

Meetings

Directors = HEEBRE
Chairman and Executive Director IERYTES

Mr. Lau Siu Ying 2/ NESRE 11

Executive Directors HITEE

Mr. Wang Yu * REHE 11

Mr. Hou Zhenyang REFLEE 0/1
Independent Non-executive Directors BUKHITES

Dr. Law Chun Kwan sl dm 11

Dr. Lo Wai Shun BuEE L 11

Mr. Leung Wai Hung RERTAE 11

The Company'’s external auditor also attended the 2022 AGM.

Investor relations

The Company recognises its responsibility to explain its activities
to those with a legitimate interest and to respond to their
questions. Questions received from the general public and
individual shareholders are answered promptly. In all cases, great
care is taken to ensure that no price-sensitive information is
disclosed selectively.

Constitutional Documents

During the financial year, there were no changes in any of the
Company’s constitutional documents. The constitutional
document of the Company was published on the Company’s
investor relations website (www.fortunetele.com and
www.chinafortune.com) and Hong Kong Stock Exchange’s
website (www.hkexnews.hk).

Shareholders’ rights

Set out below is a summary of certain rights of the shareholders
of the Company as required to be disclosed pursuant to the
mandatory disclosure requirement under Part 1 Paragraph K of
the CG Code:
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Convening of a special general meeting on requisition by
shareholders

Pursuant to clause 58 of the Company'’s bye-laws, a special
general meeting may be convened by the Board upon requisition
by any shareholder holding not less than one-tenth of the issued
share capital of the Company and the securities being held
carrying the right of voting at any general meetings of the
Company. The shareholder shall make a written requisition to the
Board or the Company Secretary of the Company at the head
office address of the Company, specifying the shareholding
information of the shareholder, his/her contact details and the
proposal regarding any specified transaction/business and its
supporting documents.

The Board shall arrange to hold such general meeting within two
(2) months after the receipt of such written requisition. Pursuant
to clause 59 of the Company’s bye-laws, the Company shall
serve requisite notice of the general meeting, including the time,
place of meeting and particulars of resolutions to be considered
at the meeting and the general nature of the business.

If within twenty one (21) days of the receipt of such written
requisition, the Board fails to proceed to convene such special
general meeting, the shareholder shall do so pursuant to the
provisions of Section 74(3) of the Companies Act 1981 of
Bermuda (the “Act”).

Procedures for putting forward proposals at general
meetings by shareholders

Shareholders are requested to follow the Act for including a
resolution at an annual general meeting of the Company (“"AGM").
The requirements and procedures are set out below:

(i) Pursuant to section 79 of the Act, shareholder(s) holding (i)
not less than one-twentieth of the total voting rights of all
shareholders having the right to vote at the general
meeting; or (ii) not less than 100 shareholders, can submit
a written request stating the resolution intended to be
moved at the AGM or a statement of not more than 1,000
words with respect to the matter referred to in any
proposed resolution or the business to be dealt with at a
particular general meeting.
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The written request/statements must be signed by the
shareholder(s) concerned and deposited at the Company’s
registered office and/or principal office in Hong Kong, for
the attention of the Company Secretary, not less than six
weeks before the AGM in the case of a requisition requiring
notice of a resolution and not less than one week before
the general meeting in the case of any other requisition.

Pursuant to section 80 of the Act, if the written request is in
order, the Company Secretary will ask the Board (i) to
include the resolution in the agenda for the AGM; or (i) to
circulate the statement for the general meeting, provided
that the shareholder(s) concerned have deposited a sum of
money reasonably determined by the Board sufficient to
meet the Company’s expenses in serving the notice of the
resolution and/or circulating the statement submitted by
the shareholder(s) concerned in accordance with the
statutory requirements to all the registered shareholders.
On the contrary, if the requisition is invalid or the
shareholder(s) concerned have failed to deposit sufficient
money to meet the Company’s expenses for the said
purposes, the shareholder(s) concerned will be advised of
this outcome and accordingly, the proposed resolution will
not be included in the agenda for the AGM or the statement
will not be circulated for the general meeting.

If a shareholder, who is duly qualified to attend and vote at
the general meeting convened to deal with appointment/
election of director(s), wishes to propose a person (other
than the shareholder himself/herself) for election as a
director at that meeting, he/she can deposit a written
notice at the Company’s registered office and/or its
principal office in Hong Kong, for the attention of the
Company Secretary, not less than seven (7) clear days but
not more than fourteen (14) clear days before the date of
the general meeting. In order for the Company to inform all
Shareholders of that proposal, the written notice must state
the full name of the person proposed for election as a
director, his/her biographical details as required by Rule
13.51(2) of the Listing Rules, and be signed by the
shareholder concerned and that person indicating his/her
willingness to be elected.

(if)

(iif)

HERRVARBEMER TRLE - 1§
ZRERARRAZAMPERER SEEEE
WER  EARRMEWRR - MEBAE TR
HERBHZBER  ZEEERTRAERE
ZBRRBEREEITAADRNELZ X
E MBEAEMER  MAERRAGE
TR DR — (B EBKE o

RIBABIEFR8OR - MEEEZREE - 17
WEGBREFE()HRERFARRBE

G2 H()VERBRRAGRA - 1EERE
BREXNESEMETAESBECER
NBENARBIRREEZRAEZBE KR
RERBRRBAR, LAREEMEEER
REZBRAMERG X - BR - WERE
BB R RBETF AR SRR A AR
NA AL B MmESNRRS - AIEERER
RESHILER  MERZRERE TSR
ABRFEFRgHRE  AERALE TS5t

BERAREMER

MR (RTABEEEREERRREESRS
£/ ERFEARIBRRASE NG LIRE
BERZAE LIRE AL (EBRERAARSN)
SEEERN - AR RERAEBHHAD
RE@EBEENZR MO EER - [
ARBZAMPERL FEBLTERER
ZAREMBAN - TARFMERR - BER
RAMEZRBERREMERE  LiEEAN
VARSIRRBBEEERU AL ZR2E L
MR RNE 1351 IR E < BB M EHE
BATZ2ERER - WHABBREREZEA
THERE-



TEREZERERDE / —SE-FFR

CORPORATE GOVERNANCE REPORT

Procedures for directing shareholders’ enquiries to the
board

Shareholders may at any time send their enquiries and concerns
to the Board in writing through the Company Secretary whose
contact details are as follows:

The Company Secretary

China Fortune Holdings Limited

Room 1505-06, Tower A, Regent Centre, 63 Wo Yi Hop Road,
Kwai Chung, Hong Kong

Email: info@chinafortune.com

Tel No.: +852 2422 0811

Fax No.: +852 2428 0988

The Company Secretary shall forward the shareholders’ enquiries
and concerns to the Board and/or relevant board committees of
the Company, where appropriate, to answer the shareholders’
questions.
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China Fortune Holdings Limited (the “Company”) is pleased to
present the Environmental, Social, and Governance (“ESG")
Report (the “ESG Report”) for the year ended 31 December 2022.

The Group is committed to fulfilling its environmental and social
obligations while striving for economic growth and creating value
for the Company’s shareholders. We focus on strategic priorities
in terms of maintaining a peaceful natural environment, creating
a harmonized working environment and sustaining an ethical
business environment. Through this ESG Report, we hope to
continually refine our corporate strategy for sustainable business
growth, and deliver long-term value for our stakeholders.

The board of directors of the Company (the “Board”) has the
overall responsibility for the Group's ESG strategy and reporting,
as well as overseeing and managing its ESG-related issues. The
Board is also responsible for setting targets and goals. In order to
better evaluate, prioritise and manage the Group’s ESG-related
issues, the Board discusses and reviews the Group’s ESG-related
risks and opportunities, performance, progress, goals and targets
periodically with the assistance of the ESG working group. The
Board also ensures the effectiveness of ESG risk management
and internal control mechanism.

The ESG working group is comprised of senior management and
staff members with adequate knowledge on ESG. In addition, the
ESG working group also engage a third-party consultant for
assistance. The ESG working group facilitates the Board's
oversight of ESG-related issues and has the responsibility for
collecting and analysing ESG data, monitoring and evaluating the
Group's ESG performance, ensuring compliance with ESG-related
laws and regulations, and preparing ESG Reports. The ESG
working group arranges meeting periodically to discuss and
review ESG-related issues including but not limited to the
effectiveness of current Group’s performance, ESG policies and
procedures, ESG-related performance, as well as the progress
made against the Group’s ESG-related goals and targets in terms
of sustainable development. The ESG working group reports to
the Board periodically and assists the Board to discharge its
oversight responsibility.
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REPORTING PERIOD

The ESG Report presents the Group’s ESG performance for the
financial year from 1 January 2022 to 31 December 2022 (the
"Reporting Period” or “2022").

REPORTING FRAMEWORK

This ESG Report is prepared with reference to the Appendix 27 —
Environmental, Social and Governance Reporting Guide (the “ESG
Reporting Guide”) of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited. The information
disclosed in this report is derived from the result of internal
statistics and analysis of the Group's internal management
systems.

Information relating to the Group’s corporate governance
structure and practices has been set out in the Corporate
Governance Report of this annual report.

The Group attaches great importance to materiality, quantitative,
balance, and consistency during the preparation for this ESG
Report, the Group has applied these reporting principles in the
aforementioned ESG Reporting Guide as the following:

Materiality: Materiality assessment was conducted to identify
material issues during Reporting Period, thereby adopting the
confirmed material issues as the focus for the preparation of this
ESG Report. The materiality of issues was reviewed and
confirmed by the Board. Please refer to the sections headed
“Materiality Assessment” for further details.

Quantitative: This ESG Report is prepared in accordance with the
ESG Reporting Guide and the key performance indicators ("KPIS")
are disclosed in a quantitative manner. Information regarding the
standards, methodologies, assumptions and/or calculation
references; and sources of key conversion factors used for KPIs
is stated wherever appropriate.

Balance: This ESG Report was prepared based on an objective
and impartial manner to ensure that the information disclosed
faithfully reflects the overall ESG performance of the Group.
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Consistency: The statistical methodologies used in this ESG
Report are generally consistent with those used in the previous
year for meaningful comparisons. Any changes that may affect
comparisons with previous reports will be described in the
corresponding sections of this ESG Report.

SCOPE OF THIS REPORT

The Company is an investment holding company. The principal
activities of the Group are distribution and trading of mobile
phones and related accessories (“Mobile Phone Business”) and
mining and processing of celestite, zinc and lead minerals
(“Mining Business”). Since there were minimal activities in the
mining business, this report only covers which are major
components in the Group, namely China Fortune Holdings
Limited and Fortune (Shanghai) International Trading Co., Ltd.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE
MANAGEMENT STRATEGIES

The Board considers ESG as part of the fiduciary duty and strives
to embed ESG considerations into daily operation and
management. The Board is responsible for and delegating the
Group's management to timely discuss environmental, social and
governance issues and review the governance codes to enable
the Group to keep abreast of and comply with the latest
regulatory requirements in prior to the approval of this report.
This system monitors the management to design, implement and
continuously monitor risk management and internal control
systems and to assure the suitability and effectiveness of the
relevant systems and to assure timely implementation of the
Group’s sustainable development measures, the accuracy and
reliability of the data presented. The Board also helps for
formulating relevant strategies in their respective areas and for
the effectiveness of implementation in accordance with the
sustainable development strategies and objectives. To fulfill the
environmental responsibility, the Board puts its green and
sustainable development philosophy into action by implementing
an efficient Environmental Management System to ensure energy
efficiency, proper waste management, and compliance with
relevant laws and regulations in daily operations. Meetings are
arranged regularly to evaluate the effectiveness of current
policies, systems, procedures and formulate appropriate
solutions to improve the overall performance of ESG policies.
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STAKEHOLDERS ENGAGEMENT

The Group continues to maintain the relationships and communicate
with its key stakeholders. We have identified our employees,
customers, suppliers, investors, shareholders and communities at
large as our key stakeholder groups. In daily business, we
communicate with different key stakeholders through various
channels such as conferences, electronic platforms and public
events so as to understand the concerns of various stakeholders. To
formulate the operational strategies and ESG measures, the Group
takes into account the expectations of stakeholders and strives to
improve its performance through mutual cooperation with the
stakeholders, resulting in creating greater value for the community.

MATERIALITY ASSESSMENT

Materiality assessment was conducted by discussing the
expectation and feedback from the key stakeholders in respect
of ESG to understand their views, seriously considered and
responded to their needs and expectations, evaluated and
prioritised their inputs to improve the performance, and finally
strive to provide values to the stakeholders.

Based on the result of the materiality assessment, the
management of the Group identified use of resources, product
responsibility and health and safety as key aspects of its long-
term sustainability. Effective risk management and internal
control systems on these aspects are reinforced with the aim of
enhancing efficiency of operations and generating the
environmental and social benefits to the stakeholders.

STAKEHOLDERS' FEEDBACK

We value your feedback on this report. If you have any feedback
or suggestions, please contact us at info@chinafortune.com.
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THE ENVIRONMENTAL

In order to seek long-term sustainability of the environment
and to fulfil our social responsibilities, the Group has its
policy to manage air and greenhouse gas emissions, energy
consumption and waste disposal throughout its daily
operations. Our policy towards the environment is to
minimize the impact on the environment with sustainable
operations. We place strong emphasis on environmental
protection by maximizing the efficiency of resources and
reducing pollution. Our sustainable practices encourage
employees to be more considerate of the environment by
savings on energy consumption and use of materials so
that impact on the environment and natural resources can
be minimized.

During the Reporting Period, we were not aware of any
material non-compliance with relevant laws and regulations
in Hong Kong and PRC relating to air and GHG emissions,
discharges into water and land, and generation of
hazardous and non-hazardous wastes. Such relevant laws
and regulations include but not limited to the Air Pollution
Control Ordinance (Cap. 311, Laws of Hong Kong) and the
Waste Disposal Ordinance (Cap. 354, Laws of Hong Kong)
the Energy Conservation Law and Environmental Protection
Law of the PRC.

A1. Emissions
The Group recognized that consumption of electricity,
paper and petrol at workplaces and by motor vehicles
account for our major indirect GHG emissions.
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GHG Emissions

During the year, the Group's total greenhouse gas
emissions increased approximately 1.44 tonnes from
19.75 tonnes in 2021 to 21.19 tonnes in 2022. The
detailed summary of GHG emission for the year is

shown as below:

RIE HEREGHRS

BEREHK

FR - AEEBZAEREHENEAER
ZE - —FRI19.75MEE N 144 E
ZECZFM21190E - FRREEREE
P sE A Z DR T ¢

Intensity - Tonnes

CO,e Emission per square feet of

(Tonnes) gross floor area

—StHmEE BE— M
Scope of GHG BEREEHE B (W) THREEERRE

2022 2021 2022 2021
Scope 1 Petrol consumption HE1— VRBER - 0.21 - 0.00004
Scope 2 Electricity consumption  #E2— & /) E#E 21.19 19.54 0.00458  0.00383
Total GHG emissions RERBHNEE 21.19 19.75 0.00458  0.00387
Notes: Btet -
1. Petrol consumption: according to purchase volume of 1. VUHERE - BIBAARAEEE 2 )TH

gasoline and diesel of company vehicle.

2. Electricity consumption: according to electricity bills

received by the Company.

REMBEHE -

2 WHEFK BEALAKEZEREH
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To reduce the energy consumption and the amount of
carbon emission, we have implemented a number of
measures to mitigate such consumption and emission,
we reinforced our management of energy
conservation in our offices through the ventilation
system with a stabilized room temperature at 25
degrees Celsius, as well as reminding employees to
turn off any computers, printers, light and other office
equipment that are not being used. We try to use
daylight wherever possible, and choose energy
efficient equipment during procurement. We
encourage our employees to travel by public transport
to reduce carbon footprint. We advocate a green
lifestyle by growing plants in the office. Awareness of
environmental protection among our staff was raised
through the promotion of green office culture.

To reinforce the Group’s commitment to reduce GHG
emissions, it has set a target of maintaining its total
GHG emissions intensity to be not more than the 2022
baseline.

Hazardous Waste

Given the nature of our businesses, the Group did not
produce the production of material amounts of
hazardous waste during the Reporting Period.

Although the Group does not generate significant
amounts of hazardous waste, the Group has
established guidelines on the management and
disposal of these wastes. In case there is any
hazardous waste produced, the Group would engage
a qualified chemical waste collector to handle such
waste in compliance with the relevant environmental
laws and regulations.

To reinforce the Group’s commitment to reduce GHG
emissions, it has set a target of maintaining its total
GHG emissions intensity to be not more than the 2022
baseline (0.00458 tonnes per square feet of gross
floor area).
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To pursue the GHG emissions reduction target, we
have actively adopted electricity conservation and
energy saving measures to reduce the GHG
emissions, such measures are described in the
section A2 Use of Resources.

Non-hazardous Waste

The Group generates no hazardous waste in our
operation. Non-hazardous wastes are preferred to be
recycled, otherwise, they are sent for landfill or
incineration. Non-hazardous wastes from the Group’s
operation are mainly the paper waste. During the
Reporting Period, the consumption volume of paper
waste generated by the Group is shown as below:

RIE HEREGHRS

REFRERERIEEF  RABER
BR8N B K B0 R 18 b AR R = R BE

BN - ZEERENAE R —H

BEERY
AEEZEEYRETRERRY -
EEEZWMERNETER - mEX
Bl - Alg X EEEH AL - AEH
EEELCEEERVMIERERE
BZY o RBEHPR - AEEEEZH
FORREEIIRIAT

Intensity — Tonnes
per square feet of

Quantity (Tonnes) gross floor area
Category of RE— W
Non-hazardous waste EEEZEYER e () FHFREEmE
2022 2021 2022 2021
Paper Waste aREEZEY) 0.23 0.13  0.00005 0.00002

The Group has implemented paperless processing in
its internal communications. In order to reduce paper
consumption, we encourage employees to use
duplex printing and copying.

Use of Resources

Energy saving tips and guidelines are in place as a
direction on the efficient use of resources throughout
daily operations. Our strategy is to reduce resources
used in daily office operation, through wise use of
energy and water, wastage and paper consumption,
as well as promoting the practice of recycle, reuse,
reduce, and replace. We recognize the importance of
transitioning our operations to bring upon more
sustainable options.
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Use of Resources

BEREHA

Fuel Efficiency
PR R

Materials
Yokt

Water
7K

Energy
EEVA

Resources
&R

We are committed to replacing old vehicles with more fuel-efficient vehicles.
BABIBEREERAE ARG AE -

We encourage employees to use telephone conference whenever possible to reduce
the carbon footprint of business travel.
BMEEEENATBATFEAEREE - WD EIROIED o

We encourage to use automatic pencil leads and ball pen refills.
KOS EPRHEESMECRERRIRESEL -

We encourage employees to bring their own water bottles instead of using paper cups.
HMEEE 8 8 HARUE AT -

We promote wise use of toilet paper.
HHEB RS E AR

We advocate the use of double sided printed to reduce paper wastage.
BMREEEITEAR R EHE -

We make sure there is no leakage of taps to conserve water.
FPIECRKBESE N M R/K AR A FAIK ©

We maintain the room temperature at 25 degree Celsius to converse energy.
BB =ERRTE AR 25 E AR -

We keep the air ventilation system off if the room is vacant.
B EEEASGEREBRELS -

We encourage employees to save energy by turning off lights and electronics when not
in use.
BMEEREEHOER - WRNMEAREREELRER

We remind employees to turn off lights, computers, printers and other office
equipment after work.
BMREEEN TIEBEREY - B - ITEHR R AP A=RE -

We keep track on the power consumption record and take measures when there is
significant increase in consumption.
BMEBERE N EFED S RN IR E AR NSRS o

We encourage employees to reuse plastic bags, recycle glass bottles and aluminum cans.
LZMEEEEEARE - BYCKHERRIRE o

Recycling of printer cartridges and toners is implemented.
EiLBITEIB R RN R -
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Energy consumption
During the year, the Group’s consumption in petrol
and electricity were:

RIE HEREGHRS

BERUH 2
FA - AKEZUHREIEFRER

Intensity - Unit per
square feet of gross

Quantity Unit floor area
RE— BN,
Energy Type R HE B TLRREEEE
2022 2021 2022 2021
Petrol YU - 69.17 litre A FF - 0.01
Electricity BN 31,626.22 29,218.32 kwh F F B 6.84 5.73

During the Reporting Period, the Group has increased
approximately 2,407.90 kwh compared to that in
2021. Regarding the petrol consumption, the Group
has decreased 69.17 litre, from 69.17 litre in 2021 to
zero litre in 2022.

The Group's ability to use energy efficiently can be
revealed by its intention and measures for the
reductions in energy consumption. Energy consumption
has a direct effect on the environmental footprint of the
Group, its operational costs, and exposure to certain
risks (e.g. fluctuations in energy supply and prices). The
Group’s policies and measures specific to managing
energy use have been stated above. We consider such
policies had been adopted and measures had been
achieved for the year ended 31 December 2022.

To reinforce the Group’s commitment to efficient
energy use, the Group has set a target of maintaining
its electricity consumption intensity to be not more
than the 2022 baseline (6.84 kWh per square feet of
gross floor area).

To pursue the energy use efficiency target, the Group
has implemented various energy saving measures.
The Group's energy saving measures are described
above.
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A3.

A4,

Water consumption and use of packaging
materials

The Group’s water consumption is minimal and no
issue in sourcing water for the Group’s operation had
been noted in the reporting period. To further reduce
water consumption, the Group educates its employees
on conservation habitats, performs regular cleaning
and maintenance of refrigerators to consume less
electricity, and re-using the used water for watering
plants.

Besides, due to the nature of business, the Group did
not involve any use of packaging material and hence
the disclosure is not applicable to the Group.

The Environment and Natural Resources

The Group’s policy on minimising its significant
impact on the environment and natural resources is
mentioned in A1 Emissions and A2 Use of Resources.

Since our core operations are confined to the office
environment, we do not make significant impact on
the environment and natural resources. Still, adhering
to our policy, we will review in due course to seek for
continual improvement, if any.

Climate Change

Climate change has been a worldwide growing issue in
recent years. The Group recognises the importance of
the identification and mitigation of significant climate-
related issues, therefore, the Group is committed to
managing the potential climate-related issues which
may impact the Group’s business activities. The Group
has established risk management policy in identifying
and mitigating different risks including climate-related
risks. The Board meets periodically and co-operates
closely with key management to identify and evaluate
climate-related risks and issues and to formulate
strategies to manage them.

Acute physical risk can arise from extreme weather
conditions such as flooding and storms and chronic
physical risk can arise from sustained high temperature,
while transition risk may result from the change in
environmental-related regulations or change in
customer preferences.
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Upon evaluation of the potential acute physical risk
that may cause disruption to the operation,
precautionary measures have been implemented by
the Group, including work arrangements of extreme
weather conditions such as black rainstorm warning,
flooding and typhoon signal No. 8. While sustained
high temperature may result in an elevation of
electricity consumption, the Group has adopted
energy conservation measures in managing such risk,
which are detailed in the subsection of “Use of
Resources”. As for the potential transition risk, the
Group continues to monitor the regulatory market
environment to ensure that our food and services
meet customers and regulatory expectations.

It is expected that potential extreme weather
condition, sustained high temperature, change in
environmental-related regulations do not directly
impose material threat to the Group’s operations.
However, the Group will continue to monitor the
climate related risks regularly and implement relevant
measures to minimize the potential impact of climate
change.

B. SOCIAL

B1.

Employment

We believe that our employees are valuable assets to
the Group. In order to build a harmonized working
environment, we recognize the importance of
fostering a supportive workplace for employees to
grow with the Group together.

We firmly believe in the principle of equal opportunity
for all employees and this is addressed in the staff
handbook as our employment policy. We ensure that
our recruitment, promotion, compensation, training
and dismissal practices are on a fair and equal basis.
We do not tolerate any discrimination based on race,
religion, sex, marital status, age, national origin, or
other considerations deemed inappropriate by local
laws. We strictly comply with relevant local laws and
regulations relating to hiring, compensation,
dismissal, working hours, rest periods and diversity.
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We respect and protect the legal rights of employees
by abiding to the local laws and regulations including
“Labour Law of the People’s Republic of China” and
“Labour Contract Law of the People’s Republic of
China”, as well as "Employment Ordinance” in Hong

Kong.

During the Reporting Period, we were not aware of
any material non-compliance with employment-
related laws and regulations in Hong Kong and PRC

that would have a significant impact on the Group.

a) Employee’s Distribution by Age and

BB BETEWERRRN - B
[PEARAMBEEE] R [HEA
RENMBEBHERE] AREE [ERE
&) B ERREREREERR -

RI|BEHA - HAALTHABEREE
EREFERTEERBEBENERZRK
RO RS AEEELEATEZR
>\E/ o

a) RFRRMFIESHESS M

Gender
Male Female

Age Group Fi#R4E Bl B i

2022 2021 2022 2021
18-30 18-30 %% 7 7 3 4
31-50 31-50 3% 11 12 11 17
>50 505 £ 5 3 1 -
Total 1@t 23 22 15 21

b) Employee’s Distribution by Employment

b) RZEREFEDHESSD M

Type
Male Female
Employment Type EREER B e i3
2022 2021 2022 2021
Full-time 2 23 21 15 20
Part-time E i - 1 - 1
Total FEE 23 22 15 21
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Employee’s Distribution by Geographical
Location

RIE HEREGHRS

c) RHMEVEEHNESSMH

Male Female
B feg 3
2022 2021 2022 2021
Hong Kong B 2 2 1 1
PRC s 21 20 14 20
Total st 23 22 15 21

Employee’s Turnover Rate by Gender

d) #ZH1EE7HESRALE

No. of Headcount Turnover rate

AE AR
2022 2021 2022 2021
Male B 8 2 35% 9%
Female pegc 8 1 53% 5%

Employee’s Turnover Rate by Age Group

e BFRAFBSHEERKLE

No. of Headcount Turnover rate

AH b e
2022 2021 2022 2021
18-30 18-30%% - - - -
31-50 31-50 5% 16 3 73% 10%
>50 50 5 PA L - - - -

Employee’s Turnover Rate by Geographical
Location

) #HHBEVEHSHESHALE

No. of Headcount Turnover rate

A kb=
2022 2021 2022 2021
Hong Kong BB - - - -
PRC s 16 3 46% 8%

Note: The calculation method of turnover rate: number
of employees leaving employment + number of
employees at the end.
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B2. Health and Safety

Safety always comes first throughout the operation
and is the basis of success. Our health and safety
policy is to minimize occupational hazards and
provide a safe working environment. We have set up
procedures for our employees to follow in case of
typhoons and severe rainstorms to ensure their
safety during the journey from and to work. Access to
and egress from workplace is maintained unblocked.
First aid box with emergency contact is in place. We
did not find any work fatality cases or lost days due to
work injury during the Reporting Period.

The COVID-19 pandemic crisis has been putting
pressure on the Group and its employees during the
year. As part of the COVID-19 countermeasures and
to prevent the spread of the virus, the Group has
implemented stringent infection preventive measures
to protect its employees. The Group’s closely
monitored the health of its employees every day by
checking their body temperature, providing sufficient
surgical masks and alcohol-based hand rub in the
offices. The Group also required its employees to
consider using other methods such as online video
meeting software for interviews or meetings.
Employees are advised to wear masks and avoid
physical contact (such as shaking hands, hugging)
and crowded places when they are required to meet
people or work outside in their local community.

Apart from physical health, we also take care of the
mental health of our employees as well. Paid annual
leaves higher than the statutory requirement are
offered to enhance the work-life balance. In addition,
we have lunch gathering during special festivals such
as the winter solstice and the Christmas Eve. We
arrange birthday parties for our employees to maintain
their spirit in a pleasant working environment.
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B3.

In order to comply with the “Employees” Compensation
Ordinance” and “Regulation on Work-Related Injury
Insurances”, all employees are covered by insurance
against any accidents. During the Reporting Period, the
Group was not aware of any material non-compliance
with the health and safety-related laws and regulations
that would have a significant impact on the Group.

Development and Training

The Group encourages continuous learning within our
employees and puts emphasis on their holistic
development. All new joiners are required to undergo
an induction briefing regarding corporate culture,
company's policy and procedure, health and safety,
basic knowledge about the Group’s operation and
system. Measures on professional training, enhancing
leadership and talent team building are available for
employees to achieve their personal goals while
growing with the Group.

A performance appraisal is in place to review the
employees’ performance annually. This provides an
opportunity between the Company and the employees
to communicate so that we can meet employees’
expectations and objectives.

The Group provides occasional on-the-job training
and on-the-spot guidance to enhance employees’
expertise and productivity. Moreover, the Group
values the long-term development of its employees
and strives to provide them with different learning
opportunities, including external training and specific
training development programs. The Group also
encourages the culture of sharing knowledge and
experience.

During the Reporting Period, the training rate of male
employees, female employees, senior management,
middle management and general staff were 22%, 0%,
100%, 60% and 3% respectively. During the Reporting
Period, the average training hours of male employees,
female employees, senior management, middle
management and general staff were 0.72 hours, 0
hour, 10.50 hours, 0.90 hours and 0.05 hours
respectively.
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B4. Labour Standards

BS.

Child and forced labour are strictly prohibited in the
workplace. Stringent hiring procedures and processes
are enforced to verify the legal proof of age before
commencement of work. We also regularly review
the employees’ information to ensure no employment
of child labour and forced labour. The Group has
strictly complied with the Labour Contract Law of
PRC, the Hong Kong employment laws and other
relevant laws and regulations to avoid child or forced
labour and other potential irregularities. We do not
adopt any kind of forced labour including prison
labour as supplier.

If the responsible personnel identify the existence of
child labour or forced labour within the Group, the
work of such child labour or forced labour will be
terminated immediately.

During the Reporting Period, the Group did not aware
of any non-compliance with relevant laws and
regulations which have a significant impact on
employment and labour practices, including those
related to preventing child and forced labour.

Supply Chain Management

One of our procurement principles towards
sustainability is to ensure that our procurement system
can manage any environmental and social risks in the
supply chain. In order to maintain sustainability as well
as quality, our strategy is to build a long-term
relationship with suppliers. We continue to assess and
monitor the existing suppliers’ performances,
according to a series of quantitative indicators, which
include fundamental capability, cost competitiveness,
delivery fulfilment, quality control, customer service,
business innovation, and safety and environmental
protection, to ensure their quality and performance is
up to our standard. We encourage our colleagues to
cooperate with suppliers who have considered
environmental and social impacts in their products or
services, so as to control our risks and maintain the
quality and the healthy development of our supply
chain. New suppliers have to undergo assessment and
evaluation before being adopted.
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The Group prefer local suppliers whenever possible
to reduce carbon emissions from transportation and
to support the local economy. During the Reporting
Period, the Group worked with 3 suppliers, 1 of them
were locally based at PRC while 2 of them were
locally based in Hong Kong. All suppliers were
assessed according to standard procedures.

In order to manage potential environmental and
social risks in supply chain, the Group embeds
environmental and social considerations in the
procurement process, which implies the following:

o Complying with all relevant and applicable legal
and other requirements;

o Controlling the use of materials and resources
(e.g. electricity, fuel, paper), minimising the
generation of all kinds of wastes; ensuring that
sewage is discharged in accordance with legal
requirements, and reducing, reusing and
recycling materials wherever possible,

o Requiring contractors to ensure that all waste
materials are properly handled, stored and
disposed in an efficient and sensitive manner to
avoid any contamination;

o Oversee the entire project cycle to ensure their
regulatory compliance to minimize potential
social risks;

o Reviewing the suppliers’ environmental, social
and governance policies; and

o Assessing suppliers’ performance in the
aspects of human rights, labor practices, health
and safety etc.
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Bé.

®E

Environmentally and socially responsible suppliers
will be prioritised in the selection process.

Green procurement has been our procurement
approach. In the process of sourcing materials, we
require that components used by the suppliers be in
full compliance with environmental protection
requirements, in accordance with national and industry
standards. The Group also arranges meetings with the
suppliers on a regular basis to ensure the provision of
quality products and services to customers and to
monitor the supplier’s performance in business ethics,
environmental protection, human rights and labour
practices.

Product/service Responsibility

Product and service

Quality is the key component to take shape of
customer satisfaction. With regard to product quality,
we ensure that all products should comply with
national standards including China Compulsory
Certification (CCC) in terms of testing certificates
issued by accredited laboratory. In addition to
following national standards regarding product
quality, we abide by the internal principles to secure
the safety and quality of our products. We strictly
monitor the entire lifecycle of our products, from
sourcing materials to product recall, return and
replacement, so as to ensure the execution of
technical standards, operational safety, as well as
product and service quality.

We value customers’ feedback, as this is the driving
force for our continual improvement. Once a
complaint is received, we will take prompt actions to
investigate the issue and carry out remedial action
plans.
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During the Reporting Period, there was no product
subject to recalls for safety and health reasons and
no products and service-related complaints received.

Customer privacy

Customer information is treated as confidential data
in the Group. Only core staff of relevant department
are granted permissions to access according to
different hierarchy and locations. The Group has the
right to executive disciplinary actions on employees
who violate the rules stipulated in the employee
handbook.

Intellectual property

The Group endeavours to protect intellectual rights
by different measures. We actively monitor any
infringement in terms of counterfeit goods across the
country with people’s court and public bodies. In
addition, we renew the registration of any expiring
trademarks and patents based on the need of our
business. We strictly abide by relevant laws and
regulations, including the “Copyright Law of the
People’s Republic of China"” and “Trademark Law of
the People’s Republic of China”.

Advertising and labelling

Systematic review and approval process is in place
before advertisement launch to the market to
safeguard accurate presentation and protect
customers. Appropriate safety warnings are attached
on the product packaging for consumers’ information.
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B7.

We are in accordance with relevant laws and
regulations including “Advertising Law of People’s
Republic of China” and “Law of the People’s Republic
of China on the Protection of Consumer Rights and
Interests”. There are no breaches of laws and
regulations relating to health and safety, advertising,
labelling and privacy matters in connection with our
products and services provided during the Reporting
Period.

Anti-corruption

Anti-corruption is the cornerstone of the business
and sustainability, which at the same time the most
material topics rated by our stakeholders. Stringent
policies are stipulated in the employee handbook in
relation to compliance with the “Prevention of Bribery
Ordinance”, such as soliciting or accepting any
advantages in the business operations, to ensure
employees’ actions abide by our internal regulations.
Procedures are established to minimize corruption
risks related to bribery, extortion, fraud and money
laundering in the business operation. Internal control
mechanism is in place for monitoring. To achieve and
maintain the highest standards of openness, probity
and accountability, the Group establishes the
whistleblowing policy which allows our employees to
report whistleblowing matters anonymously.

During the Reporting Period, the Group was not
aware of any material non-compliance with the
relevant laws and regulations or concluded legal
cases that has a significant impact concerning
bribery, extortion, fraud or money laundering.

The Group will provide training to our directors and
employees on anti-corruption practices in the ensuing
financial year.
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BS. Community Investment

As part of our’s strategic development, we are
committed to supporting social participation and
contribution, and to nurture the corporate culture and
practices of corporate citizen in its daily operation.
We aim to promote the stability of society, and
support the underprivileged to improve their quality
of life. We create job opportunities and promote
economic growth in the local communities through
our business and operation. We also endeavour to
foster employees’ sense of social responsibility,
encouraging employees to participate actively in
voluntary services during their leisure time to help
people in need.

The need of labour is the Group's focus area. Various
channels such as appraisals and staff meetings etc.,
are provided to staff for sharing their response to the
Group about their needs and concerns.

In order to seek further development opportunities to
maintain a harmonious relationship with stakeholders,
the Group will continue to explore the possibility of
investing available resources to the community and
uphold the principles of accountability to shareholders,
investors, suppliers, customers and the public
community.
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The directors present their annual report and audited
consolidated financial statements for the year ended 31
December 2022.

PRINCIPAL ACTIVITIES
The Company is an investment holding company. The principal

activities of its principal subsidiaries are set out in note 38 to the
consolidated financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31 December 2022
are set out in the consolidated statement of profit or loss and

other comprehensive income on page 94 of the annual report.

No interim dividend was declared during the year. The directors
do not recommend the payment of a final dividend.

PLANT AND EQUIPMENT
Details of movements during the year in the plant and equipment

of the Group are set out in note 17 to the consolidated financial
statements.

SHARE CAPITAL

Details of the share capital of the Company are set out in note 28
to the consolidated financial statements.

DISTRIBUTABLE RESERVES OF THE COMPANY

In the opinion of the directors, the Company's reserves available
for distribution to shareholders as at 31 December 2022 and 31
December 2021 consisted of contributed surplus and accumulated
profits were nil.
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Under the Companies Act 1981 of Bermuda (as amended), the
contributed surplus account of the Company is available for
distribution. However, the Company cannot declare or pay a
dividend, or make a distribution out of contributed surplus if:

(@ itis, or would after payment be, unable to pay its liabilities
as they become due; or

(b)  the realisable value of its assets would thereby be less than
the aggregate of its liabilities and its issued share capital
and share premium accounts.

DIRECTORS

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

Executive Directors:
Mr. Lau Siu Ying (Chairman)
Mr. Wang Yu

Mr. Hou Zhenyang

Independent Non-executive Directors:
Dr. Law Chun Kwan

Dr. Lo Wai Shun

Mr. Leung Wai Hung

In accordance with Bye-law 86(2) and Bye-law 87 of the
Ccompany’s bye-laws, Dr. Law Chun Kwan and Dr. Lo Wai Shun
shall retire at the forthcoming annual general meeting and, being
eligible, offer themselves for re-election, respectively.

None of the directors being proposed for re-election at the
forthcoming annual general meeting has a service contract with
the Company or any of its subsidiaries which is not determinable
by the Group within one year without payment of compensation,
other than statutory compensation.
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The term of office of each of the non-executive director and
independent non-executive directors is the date up to his
retirement by rotation in accordance with the Company’s bye-
laws.

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS
IN SHARES AND UNDERLYING SHARES

At 31 December 2022, the interests and short positions of the
directors, the chief executive and their associates in the shares
and underlying shares of the Company and its associated
corporations (within the meaning of Part XV of the Securities and
Future Ordinance (“SFQ")), which were required to be notified to
the Company and The Stock Exchange of Hong Kong Limited (the
“"Stock Exchange”) pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions which they were
taken or deemed to have under such provisions of the SFO), or
as recorded in the register maintained by the Company pursuant
to Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Companies (the
“Model Code”), were as follows:

Ordinary shares of HK$0.01 each of the Company
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Percentage of

Number of the issued share
issued ordinary capital of
Name of director Capacity shares held the Company
e &7 HAERTS BT
EEnR g4 ZERERE REBDL
Mr. Lau Siu Ying (“Mr. Lau”) Held by a discretionary trust (Note) 37,660,002 20.52%

B NELRAE(TRIEE]) 2RETRE (Wit
Beneficial owner 78,685,479 42.88%

BEmiEa A

116,345,481 63.40%

Note: These shares are held by Future 2000 Limited, a company incorporated
in the British Virgin Islands which in turn is held by a discretionary trust,
the beneficiaries of which include Mr. Lau, his spouse and his children.
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The interest disclosed above represents long positions in the
shares and underlying shares of the Company or its associated
corporations.

Save as disclosed above, none of the directors, chief executives
nor their associates had any interests or short positions in any
shares or underlying shares of the Company or any of its
associated corporations as defined in the SFO at 31 December
2022.

SHARE OPTIONS

As at 31 December 2022, there were no share options
outstanding.

ARRANGEMENT TO PURCHASE SHARES OR
DEBENTURES

Other than the share option scheme disclosed above, at no time
during the year was the Company, its holding company or any of
its subsidiaries a party to any arrangements to enable the
directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any
other body corporate. None of the directors, their spouses or
children under the age of 18 had any rights to subscribe for the
securities of the Company or had exercised any such rights
during the year.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save as disclosed in note 34 to the consolidated financial
statements, other transactions, arrangements or contracts of
significance in relation to the Company’s business to which the
Company was a party and in which a director of the Company
had a material interest, whether directly or indirectly, were
entered into or subsisted during the year ended 31 December
2022.
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MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Company
were entered into or existed as at 31 December 2022.

SUBSTANTIAL SHAREHOLDERS

The register of substantial shareholders maintained by the
Company pursuant to Section 336 of the SFO shows that, as at 31
December 2022, the following shareholders had notified the
Company of relevant interests in the issued share capital of the
Company.

Ordinary shares of HK$0.01 each of the Company
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Percentage of
Number of the issued share

Name of substantial issued ordinary capital of
shareholder Capacity shares held the Company
FriFE #&17 HAERTEBIT
FTERRBES g4 ZBEREE BAEAEDH
Mr. Lau Held by a discretionary trust (Note 1) 37,660,002 20.52%
Elbes PREERERA (Mfat1)
Beneficial owner 78,685,479 42.88%
EmBEA
116,345,481 63.40%
Mr. Lee Wai, Timothy Held by controlled entity (Note 2) 37,660,002 20.52%
FEEE ZEGIERsE (W2)
Notes: /;{74 F
1. These shares are held by Future 2000 Limited, a company incorporated 1. ZER M BEEBE LB S EMA S 2 A & Future

in the British Virgin Islands which in turn is held by a discretionary trust.
The beneficiaries of the discretionary trust include Mr. Lau, his spouse
and his children.

2. Under the SFO, Mr. Lee Wai, Timothy is deemed to have interests in the

shares of the Company as he is entitled to exercise more than one-
third of the voting power at general meetings of Future 2000 Limited.
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CONFIRMATION OF INDEPENDENCE

The Company has received, from each of the independent non-
executive directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”). The
Company considers all of the independent non-executive
directors are independent.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s bye-laws, or the laws of Bermuda, which would
oblige the Company to offer new shares on a pro-rata basis to
existing shareholders.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

During the year ended 31 December 2022 and 2021, neither the
Company nor any of its subsidiaries purchased, sold or redeemed
any of the listed securities of the Company.

MAJOR CUSTOMERS AND SUPPLIERS
For the year ended 31 December 2022:

(1) The aggregate sales attributable to the Group's five largest
customers and the largest customer represent approximately
100% and 49%, respectively, of the Group’s total revenue;

(2)  The aggregate purchases attributable to the Group's five
largest suppliers and the largest supplier represent
approximately 100% and 42%, respectively, of the Group's
total purchase.

At no time during the year did a director, an associate of a
director or a shareholder of the Company which to the
knowledge of the directors, own more than 5% of the Company’s
issued share capital, had a beneficial interest in any of the
Group’s five largest suppliers and customers.
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CORPORATE GOVERNANCE

Save as disclosed in the Corporate Governance Report on pages
31 to 53 of this annual report, the Company has complied
throughout the year with the Code on Corporate Governance
Practices and the Corporate Governance Code as set out in
Appendix 14 to the Listing Rules which were then in force during
the respective periods.

Detailed information on the Company’s corporate governance
practices is also set out in the Corporate Governance Report.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by
the Remuneration Committee on the basis of their merit,
qualifications and competence.

The emoluments of the directors of the Company are decided by
the Remuneration Committee having regard to the Company’s
operating results, individual performance and comparable market
statistics.

The Group has a share option scheme under which the Company
may grant share options to the participants, including directors
and employees, to subscribe for shares of the Company, details
of the scheme is set out in note 30 to the consolidated financial
Statements.

KEY RISKS AND UNCERTAINTIES

The Board acknowledges its responsibility for the effectiveness of
the internal control and risk management systems of the Group,
which are designed to manage the risk of failure to achieve
business objectives and provide reasonable assurance against
material misstatement or loss.

Business Risk

The Group's business risks include rapid change in the general
market conditions, downturn pressure on the overall economy of
the PRC and price competition from other market players. The
Board is responsible for the overall management of the business
and review of material business decisions involving material risks
exposures from time to time.
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Financial Risk

The Board monitors closely the Group's currency risk, interest
rate risk, credit risk, and liquidity risk. The Board also reviews
monthly management accounts, capital structure and key
operating data of the Group.

Compliance Risk

The Board monitor and ensure that the Group is in compliance
with the applicable laws, rules and regulations. The Group
engages professionals from time to time to keep abreast of the
latest developments in the regulatory environment, including
legal, financial, environmental and operational developments.
The Group also adopts a strict policy in prohibiting any
unauthorised use or dissemination of confidential or inside
information.

The Board has reviewed the effectiveness of the Group's internal
control and risk management systems covering business,
financial and compliance risks of the Group and is satisfied that
such systems are effective and adequate for the current
operations of the Group.

SOCIAL RESPONSIBILITIES AND SERVICES AND
ENVIRONMENTAL POLICY

The Group is committed to the long-term sustainability of its
businesses and the communities with which it engages. The
Group pursues this business approach by managing its business
prudently and executing management decisions with due care
and attention. The Group keeps on reviewing environmental
issues in its operations from time to time.

For details, please refer to section headed “Environmental, Social
and Governance Report” on pages 54 to 75 of this annual report.

REVIEW BY THE AUDIT COMMITTEE

The Audit Committee has reviewed the accounting principles and
policies adopted by the Group and discussed the Group’s risk
management, internal controls and financial reporting matters
with the management. The Audit Committee has reviewed the
audited consolidated financial statements of the Group for the
year ended 31 December 2022.
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RELATED PARTY TRANSACTIONS/CONNECTED
TRANSACTIONS/CONTINUING CONNECTED
TRANSACTIONS

Details of the related party transactions of the Group are set out
in note 34 to the consolidated financial statements. Save in the
notes to the consolidated financial statements, the Group has not
entered into any connected transaction or continuing connected
transaction which should be disclosed pursuant to the
requirements under Chapter 14A of the Listing Rules during the
year ended 31 December 2022.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout
the year ended 31 December 2022.

EVENTS AFTER THE REPORTING PERIOD

On 27 March 2023, the Company entered into subscription
agreements with the Subscribers, pursuant to which the
Subscribers has conditionally agreed to subscribe, and the
Company has conditionally agreed to allot and issue, a total
18,000,000 shares of HK$0.26 each for a cash consideration of
approximately HK$4.68 million. At the date of approval of these
consolidated financial statements, the Subscriptions have not yet
been completed and further details of which are set out in the
Company’s announcement dated 27 March 2023.

AUDITOR

BDO resigned as the auditor of the Company with effect from 17
January 2022 as no consensus can be reached on the audit fee of
the Company for the financial year ended 31 December 2021,
and Yongtuo Fuson CPA Limited was appointed by the Directors
as the new auditor of the Company with effect from 17 January
2022 to fill the casual vacancy following the resignation of BDO.

The Company’s consolidated financial statements for the year
ended 31 December 2021 and 2022 were audited by Yongtuo
Fuson CPA Limited.
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A resolution for re-appointment of Yongtuo Fuson CPA Limited
as auditor of the Company will be proposed at the forthcoming
annual general meeting of the Company.

APPRECIATION

The Group would like to express its appreciation to all the staff
for their outstanding contribution towards the Group's
development. The Board wishes to sincerely thank the
management for their dedication and diligence, and they are the
key factors for the Group to continue its success in future. Also,
the Group wishes to extend its gratitude for the continued
support from its shareholders, customers, and business partners.
The Group will continue to deliver sustainable business
development, so as to meet its business objectives for 2023 and
realise higher values for its shareholders and other stakeholders.

On behalf of the Board
Lau Siu Ying
CHAIRMAN

Hong Kong, 27 March 2023
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TO THE SHAREHOLDERS OF
CHINA FORTUNE HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of China
Fortune Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 94 to
219, which comprise the consolidated statement of financial
position as at 31 December 2022, and the consolidated statement
of profit or loss and other comprehensive income, consolidated
statement of changes in equity and consolidated statement of
cash flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant
accounting policies.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group
as at 31 December 2022, 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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MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

We draw attention to note 3(b) to the consolidated financial
statements. For the year ended 31 December 2022, the Group
recorded a loss attributable to owners of the Company of
approximately HK$14,372,000, and as at 31 December 2022, its
current liabilities exceeded its current assets by approximately
HK$15,463,000. These conditions, along with other matters as set
forth in note 3(b) to the consolidated financial statements,
indicate the existence of a material uncertainty which may cast
significant doubt on the Group's ability to continue as a going
concern. The directors, having considered the measures and
plans being taken by the Group, are of the opinion that the Group
would be able to continue as a going concern. Our opinion is not
modified in respect of this matter.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters. In addition to the matters described in the Material
Uncertainty Related to Going Concern section, we have
determined the matter described below to be the key audit
matter to be communicated in our report.
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Revenue Recognition Relating To Sales Of Goods

AR mHE 2z iEs?

Key audit matter
BREXSE

How the matter was addressed in our audit
ESERNNEEREER

The Group’s revenue was derived from sales of mobile
phones and related accessories.
E5E s mRKEBBERE RABERHEE -

Revenue from sales of mobile phones and related
accessories is recognised when control of the goods is
transferred to the customers, generally when the goods
are delivered to and the risks of obsolescence and loss
have been transferred to customers.
BEEERAALREEERAREMERE TR &M
BH(—RAERINTEPURBR REBLAERERE
B FER o

We identified the recognition of revenue as a key audit
matter because of its significance to the Group as a whole
and errors in the recognition of revenue could have a
material impact on the Group'’s results.
EEBHUERERANAEREZEEDERESH B
EEE EEMUARKGERRENE BESBEE
BRERNTE -
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Our procedures on the revenue recognition relating to
sales of mobile phones and related accessories included:
EERBEBEBEBEEREBREFHEE c WaERETZ
BEFreE:

(i) inspecting sales and purchase agreements, on a
sample basis, to understand the terms of delivery and
assess whether management recognised the related
revenue in accordance with the Group's accounting
policies, with reference to the requirements of the
prevailing accounting standards;

() MEREEEHH  UTRINBRERIHEEE
EERE BEEBCZEBERESERITE LR
ZITERRE AN

(i) assessing, on a sample basis, whether sales
transactions recorded during the financial year had
been recognised properly by inspecting the
transactions selected with relevant underlying
documentations;

(i) HEFHERMBREEARCHERIECTHLAER
ARBAREAXHREMEE LR S

(i) assessing, on a sample basis, whether sales
transactions before and after the financial year end
had been recognised in the appropriate period by
comparing the transactions selected with relevant
underlying documentations; and

(i) MEFTETBREERNBRIEERIEREREE
HRER  ARBMEEXHLEEREE 2R S &

(iv) reviewing if there are any significant adjustments to
revenue during the reporting period, understanding
the reasons for such adjustments and comparing the
details of the adjustments with relevant underlying
documentations.

(iv) BEBREHAZREEEIELEMENRAE - TH
ERAAEZER - WXL BFAEFS -



TEREZERERDE / —SE-FFR

INDEPENDENT AUDITOR'S REPORT

OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises all of 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.
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RESPONSIBILITIES OF DIRECTORS OF THE
COMPANY 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 of the Company
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 also responsible for overseeing
the Group’s financial reporting process. The Audit Committee
assists the directors in discharging their responsibility in this
regard.

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

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. This report is
made solely to you, as a body, in accordance with Section 90 of
the Bermuda Companies Act 1981, and for no other purpose. We
do not assume responsibility towards or accept liability to any
other person for the contents of this report.
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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 skepticism
throughout the audit. We also:

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

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

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

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

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

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

We also provide the Audit Committee with a statement that we
have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our
independence, and where applicable, actions taken to eliminate
threats or safeguards applied.
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INDEPENDENT AUDITOR'S REPORT

From the matters communicated with the directors of the
Company, 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 Fok Tat Choi.

Yongtuo Fuson CPA Limited
Certified Public Accountants

Fok Tat Choi
Practising Certificate Number: P06895
27 March 2023
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FERGEREEMERBAR

For the year ended 31 December 2022 #iE2 - -4+ _-_A=+—HIFE

2022 2021
—E-CF —E-—F
Notes HK$’000 HK$'000
Hfa FET FE&T
Revenue Wz 8 80,576 79,172
Cost of sales SHE RN (80,273) (79,034)
Gross profit EX 303 138
Other income H A 2,385 1,019
Other gains and losses, net E e & B 1R R 9 (1,687) 472
Selling and distribution costs HE RS HKA (405) (324)
Administrative expenses THER (20,829) (15,319)
Finance costs R AR 10 (160) (185)
Share of results of an associate Db —HEE QR EE 20 7 (74)
Loss before income tax FRETSTIRIBE 11 (20,386) (14,273)
Income tax expense Frig®if 12 (3) (1)
Loss for the year FEEE (20,389) (14,274)
Other comprehensive (expenses)/ Hi2mE(Bx%) WA -
income that may be subsequently ATRHEAEEZER
transferred to profit or loss
Exchange differences arising on R EBHREZEZSE
translation from functional currency BEmEACELEZR
to presentation currency (722) 72
Share of exchange differences of an o —fElgEE A R 2 [
associate T (198) 16
Release of translation reserve upon & —E B R R R R BR
disposal of a subsidiary BHE 31 148 -
Total comprehensive expenses for the AEEEHERAL B
year (21,161) (14,186)
Loss for the year attributable to: FEMLFEERE
Owners of the Company ZiN/NEIEZ =N (14,372) (9,928)
Non-controlling interests FEIEAR S (6,017) (4,346)
(20,389) (14,274)
Total comprehensive expenses forthe  BIEARFE ZHEFM AR
year attributable to:
Owners of the Company ZiN/NETEZ =N (18,166) (8,686)
Non-controlling interests PR = (2,995) (5,500)
(21,161) (14,186)
LOSS PER SHARE BRER
Basic and diluted EARREE 16 (7.83) centsfli  (5.65) centsflll
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
FEE M BEARAR

At 31 December2022 R-—ZE-_—_F+_-_A=+—H

2022 2021
—E-= —E-—F
Notes HK$’000 HK$'000
Bta FET FAT
Non-Current Assets FRBEE
Plant and equipment R 55 B 5% 17 49 43
Mining right PrRUE 18 = =
Right-of-use assets FRAEEE 19(a) 980 1,049
Interests in associates REFE R R 2 s 20 2,566 2,757
Financial assets at fair value through BAFEFAERZ S
profit or loss MBS EE 21 2,109 2,578
Club memberships EHMEE 22 875 893
6,579 7,325
Current Assets REBEE
Inventories FE 23 924 -
Trade and other receivables FEWE 5 BR % I B Ath E
W BR X 24 1,278 7,830
Amounts due from non-controlling FE U BfT B A &) FEHE AR
shareholders of subsidiaries AR 2 FIR 25 184 137
Financial assets at fair value through BAFEFAERZ Y
profit or l0ss BEE 21 557 716
Cash and cash equivalents ReRBReEEY 26 6,225 31,504
9,168 40,187
Current Liabilities =R
Trade and other payables FERTE SRR R H A&
RTRRK 27 21,051 26,360
Amounts due to a related party FER— R Bl 5 2 ZUA 34(a) 313 6,460
Amounts due to non-controlling AR I EINGIE =20
shareholders of subsidiaries AR5 2 /I 25 973 481
Tax payables FE IR 1,759 1,910
Lease liabilities HEAR 19(b) 535 957
24,631 36,168
Net Current (Liabilities)/Assets hE(BE) EEFHE (15,463) 4,019
Total Assets less Current Liabilities #EERRBERE (8,884) 11,344
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
ARE MR R

At 31 December2022 R—ZE - —_F+_-_A=+—H

2022 2021
—E-CF —E—F
Notes HK$'000 HK$'000
BtaF FHET FHEIT

Capital and Reserves EXRHE
Share capital A& 28 1,836 1,836
Reserves ] 33,852 52,018

Equity attributable to owners of the &2 F#EHE AELERS

Company 35,688 53,854
Non-controlling interests FEIE R (45,038) (42,715)
(9,350) 11,139

Non-Current Liabilities FERBERE
Lease liabilities HEaE 19(b) 466 205
466 205
Total equity and liabilities = &BERE (8,884) 11,344

The consolidated financial statements on pages 94 to 219 were S UE2IVB Y G M EBRRKLEETEN - T

approved and authorised for issue by the Board of Directors on —=4F=FH -+t B EWTRENZE » WHIAT
27 March 2023 and are signed on its behalf by: EEREEE
Mr. Lau Siu Ying Mr. Wang Yu
2 hEEE EIREE
Chairman Director
FE EF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
AREeE=ZER

For the year ended 31 December 2022 #i&2 - - —4+_-_A=+—HIFE

Attributable to owners of the Company

KARERARL
Non-

Share Share Special Translation  Statutory Other Accumulated controlling Total
capital  premium reserve reserve funds reserve losses Total interests equity
RE  BRGEE  BEIRE  BERE  teEE RfRE  RiER BF FERER  ERER
HK$ 000 HK$ 000 HK$'000 HK$'000 HK$ 000 HK$'000 HK$'000 HK$'000 HK$ 000 HK$'000
AT AT TAT AT AT AT TAT AT AT TiAx

(Note ) (Note i (Note i) (Note ) (Note v)

(Histi) (W) (W) (W) (Hiztv)
At 1 January 2021 R=2-—%-f-A 91,778 417,391 2481 68,033 30,132 2.85% (595,908) 16,763 (42,055) (25,292)
Loss for the Year FEFE = - - - - - 9.929) 9.929) (4,346) (14,274)

Exchange differences arising I EBREZ 2

ontranslation from EEMEEZESR

functional currency to 2

presentation currency - - - 1,226 - - - 1,226 (1,154) 72
Share of exchange differences  HME—BBERFZ

of an associate EiER - - - 16 - - - 16 - 16
Total comprehensive income ~ £E2ERA (F1%)

(expenses) for the year 2% - - - 1,202 - - (9.928) (8.636) (5,500) (14,186)
Capital Reorganisation RAEH (it 280)

(note 28(a)) (90,360) - - - - - 90,860 - - -
Rights Issue (note 28(b) ki (Hiz2 2810)) 918 4775 - - - - - 48613 - 18643
Rights IssLie expenses HRR (A2 280)

(note 28(b)) - (1,677) = = = = = (1,677) - (1,677)
Set-off Arangementwitha  E—%&EEH ZEE

related party (note 28) wH(Hi228) = = = = = (1,189) = (1189) = (1,189)
Capital contribution froma~~ JEERBREZEE

non-controlling shareholder  (A7&£3810))

(note 38(b)) - - - - - - - - 4,840 4840
At 31 December 2021 RZFZ-F

+-A=t-H 1836 463439 2481 69,275 30,132 1,667 (514,976) 53854 (42,715) 1,139
At1January 2022 W_E-—#-f-H 1,836 463,439 2,481 69,275 30,132 1,667 (514,976) 53,854 (42,715) 11,139
Loss for the year FEER - - - - - - (14372 (14372 (6,017)  (20,389)
Exchange differences arising B EBREZ 2

on translation from EEMEEZER

functional currency to 8

presentation currency - - - (3,744) - - - (3,744) 3,022 (722)
Release of translation reserve & —FMB AR

upon disposal of a BRIAgHR

Subsidliary - - - 148 - - - 148 - 148
Share of exchange differences  HME—EBEREZ

of an associate ERER - - - (198) - - - (198) - (198)
Total comprehensive expenses  FE2EFAx A5

for the year = = = (3,794) = = (14372)  (18,166) (2,995) (21,161)
Disposal of a sUbsidiary HE-RHEAR

(note 31) (Hiz£31) - - - - - - - - 672 672
At 31 December 2022 i —-

+-A=t-H 1,836 463,439 2,481 65,481 30,132 1,667 (529,348) 35,688 (45,038) (9,350)
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
AREeE=ZER

For the year ended 31 December 2022 #iE2 - -4+ _-_A=+—HIFE

Notes:

(iii)

98

The share premium represents the amount subscribed for share capital
in excess of nominal value.

The special reserve represents the difference between the nominal
value of the shares of the subsidiaries acquired and the nominal value
of the Company’s shares issued for their acquisition at the time of the
group reorganisation in 1999.

The translation reserve represents gains/losses arising on retranslating
the net assets/liabilities of foreign operations into presentation
currency.

The statutory funds are required by the relevant laws applicable to the
Group's subsidiaries established in the People’s Republic of China (the
“PRC") and can be utilised to offset the prior years' losses of the PRC
subsidiaries.

Other reserve represents the imputed interest portion calculated by the
effective interest method on the loan from a related party which was
provided interest-free and also the amount relating to the Set-off
Arrangement (as defined and described in note 28(c)) with a related
party during the year ended 31 December 2021.

Kt -

(iii)
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CONSOLIDATED STATEMENT OF CASH FLOWS
HGeBERE
For the year ended 31 December 2022 #Z =L =-—F+=-A=+—HItFE

2022 2021
—E=-= T —4F
HK$'000 HK$'000
FET FAET
OPERATING ACTIVITIES KRETEH
Loss before income tax BRETISELRTES IR (20,386) (14,273)
Adjustments for: FHE
Interest income FEHA (98) (127)
Interest expense on lease liabilities HEABZAERX 160 33
Imputed interest on loan from a related RE—B@EE T 2 BR 2
party HEF L - 152
Fair value loss on financial assets at fair BAFEFABR W BERE
value through profit or loss 2 NEEE 375 1,710
Depreciation of right-of-use assets CREEERE 1,360 641
Depreciation of plant and equipment BEREEITE 9 8
Share of results of an associate SiE—HEE AR ZEE (7) 74
Gain on disposal of plant and equipment B BB Mk 2 W - (32)
Waiver of other payable R EL A FE IR R = (1,250)
(Impairment loss) reversal of impairment FEUE 5 BR 3k R Ho At fE UK
loss recognised in respect of trade and R ER 2 OREFBE)
other receivables, net REBERE 5 315 (356)
Impairment loss recognised in respect of EW—HEME AR —%
amounts due from non-controlling FEPERR IR 2 SRIAFERR
shareholders of a subsidiary 2 RBEE - 35
Loss on termination of lease contract WRIEHER N EE 153 -
Loss on disposal of a subsidiary HE—HWEAR . EE 942 -
Loss on deregistration of a subsidiary T —FB AR ZEE - 5
Gain on bargain purchase of an associate HERE —HBME AR 2 WS - (394)
OPERATING CASH FLOWS BEFORE EEESRHI2KERERE
MOVEMENTS IN WORKING CAPITAL (17,177) (13,774)
Increase in inventories FEEE N (924) =
Decrease (increase) in trade and other FEULE 5) AR 5% B EL th B Y BR 5K
receivables A (3 n) 6,008 (4,158)
Increase in amount due from non-controlling & Us fff B 2 B JEFE AR IR
shareholders of subsidiaries SRIAIE BN (47) (149)
(Decrease) increase in trade and other FET B 5 BR 3k T2 H A FE - BR 5K
payables GR ) 10 (3,817) 5,034
Increase in amount due to non-controlling FERTHT B A R FEER AR R 2
shareholders of subsidiaries SRIAIE BN 559 -
NET CASH USED IN OPERATING RETHFFARSFHE
ACTIVITIES (15,398) (13,047)
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CONSOLIDATED STATEMENT OF CASH FLOWS

FRRERER

For the year ended 31 December 2022 #iE2 - -4+ _-_A=+—HIFE

2022 2021
—E=-= —E-—4F
HK$'000 HK$’000
FET FHET
INVESTING ACTIVITIES BETEH
Interest received B U F B 98 127
Purchase of plant and equipment BEME & &E (13) (28)
Proceeds from disposal of plant and SRS M & 2 FTis 50E
equipment - 32
Net cash outflow from disposal of a RKEHE—BHBRARMNIEE
subsidiary Fm (98) =
Acquisition of an associate 1 & — R B & A A - (2,421)
NET CASH USED IN INVESTING RETEFTAREFE
ACTIVITIES (13) (2,290)
FINANCING ACTIVITIES BMEEE
Repayment of lease liabilities HEBEZEN (1,648) (911)
Net proceeds from Rights Issue A% 2 P15 SR IEFER - 15,521
Capital contribution from a non-controlling —MER B AR ZIEERARR 2
shareholder of a subsidiary AE - 4,840
Advance from a related party KB — R 2 B - 23,643
Repayment to a related party EE— R 2 E (6,147) (26,752)
NET CASH (USED IN) GENERATED FROM R&EZE® (Fif)FBHEFE
FINANCING ACTIVITIES (7,795) 16,341
NET (DECREASE) INCREASE IN CASH RERBREEEYWORD) B
AND CASH EQUIVALENTS FEE (23,206) 1,004
CASH AND CASH EQUIVALENTS AT FUzEeRRSEEY
BEGINNING OF YEAR 31,504 30,122
Effect of foreign exchange rate changes EXEH 8 (2,073) 378
CASH AND CASH EQUIVALENTS ATEND H#&zHEREESZEY
OF YEAR 6,225 31,504
ANALYSIS OF BALANCES OF CASH AND B&RBEESZEYEHIF - B
CASH EQUIVALENTS, represented by
Cash and bank balances He MiRITER 6,225 31,504
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A B IE R R R

For the year ended 31 December 2022 B —Z - —F+ - A=+—HILFE

GENERAL

The Company is an exempted company with limited liability
incorporated in Bermuda under the Companies Act 1981 of
Bermuda (as amended). The shares of the Company are
listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). Its parent and ultimate holding company
is Future 2000 Limited, a company incorporated in the
British Virgin Islands (“BVI”). The addresses of the registered
office and principal place of business of the Company are
disclosed in the “Corporate Information” section to the
annual report. Mr. Lau Siu Ying (“Mr. Lau”), the Chief
Executive Officer and Executive Director of the Company is
the controlling shareholder of the Company.

The functional currency of the Company is Renminbi
("RMB”). The consolidated financial statements are
presented in Hong Kong dollars (“HK$") for the convenience
of the shareholders, as the Company is listed in Hong Kong.

The Company is an investment holding company. The
principal activities of the Group are distribution and trading
of mobile phones and related accessories and mining and
processing of celestite, zinc and lead minerals. The
principal activities of its principal subsidiaries are set out in
note 38.

The English names of all the companies established in the
PRC presented in these consolidated financial statements
represent the best efforts made by the directors of the
Company for the translation of the Chinese names of these
companies to English names as they do not have official
English names.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS SRR M RE

For the year ended 31 December 2022 #iE2 - -4+ _-_A=+—HIFE

2. APPLICATION OF AMENDMENTS TO HONG 2. EREBVBHREEN(EFBMIE
KONG FINANCIAL REPORTING STANDARDS AR ) 2 85T

("HKFRSs")

(@) Amendments to HKFRSs that are mandatorily
effective for the current year
In the current year, the Group has applied the
following amendments to HKFRSS issued by the Hong
Kong Institute of Certified Public Accountants
("HKICPA") for the first time, which are mandatorily
effective for the annual periods beginning on 1
January 2022 for the preparation of the consolidated
financial statements:

Amendments to HKFRS 3 Reference to the

(a)

REFERFERZEBUNERE
R Z1&5T

RAFEE  AEEEEHXERA TS H
BEEgTMAg((EAEMAE])
B2 BT BRELER 2B - K
RZEZ—_F—H—HRARZFEH
SR HlI AR - AR BT & Tk ¢

BRUHREER  BSIERREL

Conceptual E35% (BEIA)
Framework
Amendment to HKFRS 16 Covid-19-Related Rent BBV ELER]  Covid-19 18REEFE
concessions F165m(BFIAR) 2EFR
Amendment to HKAS 16 Property, plant and EBSHERE16 DE BEER
Equipment — UACCHIEN) 8 — RERE
Proceeds before TE A ATHIFT
Intended Use 1S5/38
Amendment to HKAS 37 Onerous Contracts BERESFTEREI BEEHN — BT
— Cost of Fulfilling a UACCHIEN) B KRB AR
contract
Amendment to HKFRSs Annual Improvements to EBMBEHRELELN ZE—NFECZ
HKFRSs 2018-2020 (EETA) T_TEER
B 745 i 5 4R )
B4 Bt

The application of the amendments to HKFRSs in the
current year has had no material impact on the
Group's financial positions and performance for the
current and prior years and/or on the disclosures set
out in these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ARe B IS SRR RE

For the year ended 31 December 2022 #i&2 - - —4+_-_A=+—HIFE

APPLICATION OF AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSS") (Continued)

(b) New and amendments to HKFRSs in issue
but not yet effective
The Group has not early applied the following new
and amendments to HKFRSs that have been issued
but are not yet effective:
HKFRS 17 (including the Insurance Contracts'

October 2020 and

February 2022

Amendments to

HKFRS 17)

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

Lease Liability in a Sale and
Leaseback®

Classification of Liabilities as
Current or Non-current
and related amendments

Amendments to HKFRS
10 and HKAS 28

Amendment to HKFRS 16

Amendments to HKAS 1

to Hong Kong
Interpretation 5 (2020)'
Amendments to HKAS 1 Disclosure of Accounting
and HKFRS Practice Policies’

Statement 2

Amendments to HKAS 8 Definition of Accounting
Estimates'

Deferred Tax related to
Assets and Liabilities
arising from a Single
Transaction’

Amendments to HKAS 12

1 Effective for annual periods beginning on or after 1
January 2023.

2 Effective for annual periods beginning on or after a date
to be determined.

3 Effective for annual periods beginning on or after 1
January 2024.

2. ERERWBH

E:

(b)

BERMHHREER

SEA(HFRBE

HEEAI ) 2 55T (a1
B B 5 1B 14 o 22 3 2 1 5T R AR B 4T

AEEYEEZEFEMTHICEMER
RERZFHFT RBERT BB BRE

)

BB BREER
E175% (BE=
T-EFTAR
—E-—_#-H
ZBBMISHE
ZERIE 1T 5%
(fBFTA))

BB BREER
F10E LB
2E%ERIE 28
5 (1BETA)

BB RS LR
E165(BETA)

BB TR
2 15% (BETA)

BAGRERE
SR BB R
SRANEBRE
F2%(BFTA)

BB G ER
5 85k (BRI A)

BAGER
F125(EFTA)

1 R-TE—_=F—

FEHRR A 2R -

REREH

REFEABENR
ARBBELEZ
BEHEITA?

ERBABRZZHHE
HEARFS
BESERRIR
FRBREER
B 5SRARRIERT
(Z2ZZF)"

SRR R

BEHAHEIER'
RE-QFELZ

BENAERR
YRR IR

RA— R ZRFRBNF

2 WFEE R BARZRRARZFERRE

e

3 R-T-_OFE—

FEHRR 2R -

RA— R ZRFRBNF
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RS B IF AR EE

For the year ended 31 December 2022 #ZE

2. APPLICATION OF AMENDMENTS TO HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSS") (Continued)

(b) New and amendments to HKFRSSs in issue
but not yet effective (Continued)
The directors of the Company anticipate that the
application of all these new and amendments to
HKFRSs will have no material impact on the
consolidated financial statements in the foreseeable
future.

3. BASIS OF PREPARATION OF CONSOLIDATED
FINANCIAL STATEMENTS

(@) Basis of preparation of consolidated financial
statements
The consolidated financial statements have been
prepared in accordance with HKFRSS issued by the
HKICPA. For the purpose of preparation of the
consolidated financial statements, information is
considered material if such information is reasonably
expected to influence decisions made by primary
users. In addition, the consolidated financial
statements include applicable disclosures required by
the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited and by the
Hong Kong Companies Ordinance.

The consolidated financial statements have been
prepared on the historical cost basis except for
financial instruments that are measured at fair values
at the end of each reporting period.

Historical cost is generally based on the fair value of

the consideration given in exchange for goods and
services.
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3. BASIS OF PREPARATION OF CONSOLIDATED 3.

TEREZERERDE / —SE-FFR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A B IE R R R

For the year ended 31 December 2022 #i&2 - - —4+_-_A=+—HIFE

FINANCIAL STATEMENTS (Continued)

(a

Basis of preparation of consolidated financial
statements (Continued)

Fair value is the price that would be received to sell
an asset or paid to transfer a liability in an orderly
transaction between market participants at the
measurement date, regardless of whether that price
is directly observable or estimated using another
valuation technigue. In estimating the fair value of an
asset or a liability, the Group takes into account the
characteristics of the asset or liability if participants
would take those characteristics into account when
pricing the asset or liability market at the measurement
date.

Fair value for measurement and/or disclosure
purposes in these consolidated financial statements
is determined on such a basis, except for share-
based payment transactions that are within the
scope of HKFRS 2 Share-based Payment, leasing
transactions that are accounted for in accordance
with HKFRS 16 Leases, and measurements that have
some similarities to fair value but are not fair value,
such as net realisable value in HKAS 2 Inventories or
value in use in HKAS 36 Impairment of Assets.

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3
based on the degree to which the inputs to the fair
value measurements are observable and the
significance of the inputs to the fair value
measurement in its entirety, which are described as
follows:

o Level 1 inputs are quoted prices (unadjusted) in
active markets for identical assets or liabilities
that the entity can access at the measurement
date;

=a

(a)

IHmRZEREE®)

REMBHRRZAEEE (F)

AFEATHE2EENABEARNES
FREFPHEEEMPMSERAE
IS Z (B TH%EBRRLER
BN EREMBEERMTES - R®
A EEXBBZLATER - W2 HE
ERFTERMYEERRENSEE
HHEBEEERRBEIFE  AIAE
BEEERFHR -

HAER IBEMS - WEEAH
BHRRZ A FEDREEEETFE @ 1
BRI EREERNE 25 IARN RERE
NR2RP  REFBMEREER
FIHREEARZHERS - ARHE
NFEAETHUEALIFRFEZE
E(WMBRGFEUF2REFEZATE
BEELBFBETEAFIREER
Bz EREE) -

o M BREM S - AFEHE
BEAFEFE2BAERATHRE
ERBAERNHAFEFE 2 EE
BHSEREIR  F2RHEIR
BT

s FIRBABHAERNER
HIRTERS 2 R B E B ERE
Bhi5 2 MECREAE)

105



China Fortune Holdings Limited / 2022 Annual Report

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS SRR M RE

For the year ended 31 December 2022 #iE2 - -4+ _-_A=+—HIFE

3.

106

BASIS OF PREPARATION OF CONSOLIDATED 3.

FINANCIAL STATEMENTS (Continued)

(a

(b)

Basis of preparation of consolidated financial

statements (Continued)

o Level 2 inputs are inputs, other than quoted
prices included within Level 1, that are
observable for the asset or liability, either
directly or indirectly; and

o Level 3 inputs are unobservable inputs for the
asset or liability.

Going concern assessment

The directors of the Company have, at the time of
approving the consolidated financial statements, a
reasonable expectation that the Group has adequate
resources to continue in operational existence for the
foreseeable future. Thus, they continue to adopt the
going concern basis of accounting in preparing the
consolidated financial statements.

During the year ended 31 December 2022, the Group
incurred a loss attributable to the owner of the
Company of approximately HK$14,372,000 (2021:
HK$9,928,000) and a net operating cash outflow of
approximately HK$15,398,000 (2021: HK$13,047,000).
In addition, as at 31 December 2022, its current
liabilities exceeded its current assets by
approximately HK$15,463,000 (2021: its current assets
exceeded its current liabilities by approximately
HK$4,019,000).

The conditions described above indicate the
existence of a material uncertainty which may cast
significant doubt on the Group's ability to continue as
a going concern and hence, its ability to realise its
assets and discharge its liabilities in the normal
course of business.
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3. BASIS OF PREPARATION OF CONSOLIDATED 3.

TEREZERERDE / —SE-FFR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE B IFERRMEE

For the year ended 31 December 2022 #i&2 - - —4+_-_A=+—HIFE

FINANCIAL STATEMENTS (Continued)

(b)

Going concern assessment (Continued)

In preparing the consolidated financial statements,
the directors of the Company have given careful
consideration to the future liquidity of the Group. The
directors of the Company have reviewed the Group's
cash flow projections prepared by the management
of the Company. The cash flow projections cover a
period of at least the next twelve months from 31
December 2022. In the opinion of the directors of the
Company, the Group can meet its financial obligations
as and when they fall due within the next twelve
months from 31 December 2022, after taking into
consideration of the measures and plans made by
the Group as detailed below:

J The Company obtained a letter of undertaking
(the “Letter of Undertaking”) dated 27 March
2023 from Mr. Lau, the Chief Executive Officer,
Executive Director and the controlling
shareholder of the Company that he agrees to
provide adequate funds to enable the Group to
meet its liabilities and to settle financial
obligations to third parties as and when they fall
due so that the Group can continue as a going
concern and carry on its business without a
significant curtailment of operations for a period
of at least the next twelve months from 31
December 2022 and details of which are set out
in note 34(a),
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3. BASIS OF PREPARATION OF CONSOLIDATED 3.

FINANCIAL STATEMENTS (Continued)

(b)

108

Going concern assessment (Continued)

On 27 March 2023, the Company entered into
subscription agreements with independent third
parties (the “Subscribers”), pursuant to which
the Subscribers has conditionally agreed to
subscribe, and the Company has conditionally
agreed to allot and issue, a total 18,000,000
shares of HK$0.26 each for a cash consideration
of approximately HK$4.68 million (“the
Subscriptions”). At the date of approval of these
consolidated financial statements, the
Subscriptions have not yet been completed and
details of which are set out in note 40;

The Group will also continue to seek for other
alternative financing and bank borrowings to
finance the settlement of its existing financial
obligations and future operating and capital
expenditures;

The directors of the Company will consider to
improve the financial position of the Group and
to enlarge the capital base of the Company by
further conducting fund raising exercises such
as share placement, rights issues or others as
and when necessary; and

The directors of the Company will continue to
implement measures aiming at improving the
working capital and cash flows of the Group
including closely monitoring general
administrative expenses and operating costs.
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3. BASIS OF PREPARATION OF CONSOLIDATED 3.

TEREZERERDE / —SE-FFR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A B IE R R R

For the year ended 31 December 2022 #i&2 - - —4+_-_A=+—HIFE

FINANCIAL STATEMENTS (Continued)

(b)

Going concern assessment (Continued)

In light of the above measures and plans
implemented to date, the directors of the Company
are of the view that the Group has sufficient cash
resources to satisfy its working capital and other
financial obligations for a period of at least the next
twelve months from 31 December 2022 after having
taken into account of the Group’s projected cash
flows, current financial resources and capital
expenditure requirements with respect to the
production facilities and development of its business.
Accordingly, the directors of the Company are of the
view that it is appropriate to prepare these
consolidated financial statements on a going concern
basis.

Notwithstanding the above, significant uncertainties
exist as to whether the management of the Company
will be able to achieve its measures and plans as
described above. Whether the Group will be able to
continue as a going concern would depend upon the
Group's ability to generate adequate financing and
operating cash flows in the near future and obtain the
continuous financial support from its controlling
shareholder.

Should the Group be unable to continue to operate as
a going concern, adjustments would have to be made
to restate the values of assets to their estimated
recoverable amounts, to provide further liabilities that
might arise and to reclassify non-current assets and
non-current liabilities as current assets and current
liabilities respectively. The effects of these potential
adjustments have not been reflected in the
consolidated financial statements.
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SIGNIFICANT ACCOUNTING POLICIES 4, BEETITEER
Basis of consolidation REEE

The consolidated financial statements incorporate the
financial statements of the Company and entities controlled
by the Company and its subsidiaries. Control is achieved
when the Company:

° has power over the investee;

HEMBRREBARARARAZEHZE
BREMBARZMBRE - EARANA
VAT R - BIERAS HE 4 -

o RIRRESHAIEGIE

o is exposed, or has rights, to variable returns from its o AN EEESHERKRE HFRE Y
involvement with the investee; and AR K&

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

s BHENNBENEFEH[ER -

The Group reassesses whether or not it controls an WESEREABR EM=TBZEHREREZRE
investee if facts and circumstances indicate that there are —IE A FHIREE) - AlAEE S EH TG

changes to one or more of the three elements of control
listed above.

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

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

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
in line with the Group's accounting policies.
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TEREZERERDE / —SE-FFR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A B IE R R R

For the year ended 31 December 2022 B —Z - —F+ - A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)

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

Non-controlling interests in subsidiaries are presented
separately from the Group’s equity therein, which represent
present ownership interests entitling their holders to a
proportionate share of net assets of the relevant
subsidiaries upon liquidation.

Changes in the Group’s interests in existing
subsidiaries

Changes in the Group's interests in subsidiaries that do not
result in the Group losing control over the subsidiaries are
accounted for as equity transactions. The carrying amounts
of the Group’s relevant components of equity and the non-
controlling interests are adjusted to reflect the changes in
their relative interests in the subsidiaries, including re-
attribution of relevant reserves between the Group and the
non-controlling interests according to the Group’s and the
non-controlling interests’ proportionate interests.

Any difference between the amount by which the non-
controlling interests are adjusted, and the fair value of the
consideration paid or received is recognised directly in
equity and attributed to owners of the Company.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)

Changes in the Group’s interests in existing
subsidiaries (Continued)

When the Group loses control of a subsidiary, the assets
and liabilities of that subsidiary and non-controlling
interests (if any) are derecognised. A gain or l0oss is
recognised in profit or loss and is calculated as the
difference between (i) the aggregate of the fair value of the
consideration received and the fair value of any retained
interest and (i) the carrying amount of the assets (including
goodwill), and liabilities of the subsidiary attributable to the
owners of the Company. All amounts previously recognised
in other comprehensive income in relation to that
subsidiary are accounted for as if the Group had directly
disposed of the related assets or liabilities of the subsidiary
(i.e. reclassified to profit or loss or transferred to another
category of equity as specified/permitted by applicable
HKFRSS).

The fair value of any investment retained in the former
subsidiary at the date when control is lost is regarded as
the fair value on initial recognition for subsequent
accounting under HKFRS 9 Financial Instruments or, when
applicable, the cost on initial recognition of an investment
in an associate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2022 #Z—

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Goodwiill

Goodwill arising on an acquisition of a business is carried at
cost as established at the date of acquisition of the
business (see the accounting policy above) less
accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is
allocated to each of the Group's cash-generating units (or
group of cash-generating units) that is expected to benefit
from the synergies of the combination, which represent the
lowest level at which the goodwill is monitored for internal
management purposes and not larger than an operating
segment.

A cash-generating unit (or group of cash-generating units)
to which goodwill has been allocated is tested for
impairment annually or more frequently when there is
indication that the unit may be impaired. For goodwill
arising on an acquisition in a reporting period, the cash-
generating unit (or group of cash-generating units) to which
goodwill has been allocated is tested for impairment before
the end of that reporting period. If the recoverable amount
is less than its carrying amount, the impairment 10ss is
allocated first to reduce the carrying amount of any
goodwill and then to the other assets on a pro-rata basis
based on the carrying amount of each asset in the unit (or
group of cash-generating units).

On disposal of the relevant cash-generating unit or any of
the cash-generating unit within the group of cash-
generating units, the attributable amount of goodwill is
included in the determination of the amount of profit or
loss on disposal. When the Group disposes of an operation
within the cash-generating unit (or a cash- generating unit
within a group of cash-generating units), the amount of
goodwill disposed of is measured on the basis of the
relative values of the operation (or the cash-generating
unit) disposed of and the portion of the cash-generating
unit (or the group of cash-generating units) retained.

The Group's policy for goodwill arising on the acquisition of
an associate is described below.

4.

A B IE R R R

T _F+-A=1+—HLFE

EEEFBR @)

HE

W R SR A T BRI BT
¥ BT A (B e B ) M st
BB (10) 55 -

RERENE  HEEPEERMAZE
RettBRME ARESRSEL B (K
ReELBEMAR)  BstAEBEREB M
SERRBZKEEBR  ETREBKEED

o

ok
=

EOoRBBzRSELEN (RS ELE
AR BFERERPRB X EMAER

BB ERERTHETRERNR - IREmE
HANRGBERELEZBEMNS - BOER

BeRSEARNM (SREEEELMAR) R
A EHRAETRER W] B S5
ERERHEE  AIREBESE LD R
DEMEEZREE  RRAEZELML (K
ReELEMMAR) REEZREEL LA
DEEEMEE -

RHEERRREELENSRSELEMAE
AMAMERRSELBEMR  BETHEER
TENAFARGBESSE EAKEHE
BeEABN(IRSELBVARNRNZR
TELBU)AZERR  EEZHES
MR EER (IRNEELEN) 2HHE
BErMAREREEAENM (KRS ELEM
MRl ZHDEE -

ANEBEWEEBBE AR MEL ZEHEK
SREMNT ©

113



China Fortune Holdings Limited / 2022 Annual Report

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

n'K

For the year ended 31 December 2022 #HZE —

CRUE R E

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investments in associates

An associate is an entity over which the Group has
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.

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements
using the equity method of accounting. The financial
statements of associates used for equity accounting
purposes are prepared using uniform accounting policies
as those of the Group for like transactions and events in
similar circumstances. Under the equity method, an
investment in an associate is initially recognised in the
consolidated statement of financial position at cost and
adjusted thereafter to recognise the Group's share of the
profit or loss and other comprehensive income of the
associate. When the Group’s share of losses of an associate
exceeds the Group’s interest in that associate (which
includes any long-term interests that, in substance, form
part of the Group’s net investment in the associate), the
Group discontinues recognising its share of further losses.
Additional losses are recognised only to the extent that the
Group has incurred legal or constructive obligations or
made payments on behalf of the associate.

An investment in an associate is accounted for using the
equity method from the date on which the investee
becomes an associate. On acquisition of the investment in
an associate, any excess of the cost of the investment over
the Group's share of the net fair value of the identifiable
assets and liabilities of the investee is recognised as
goodwill, which is included within the carrying amount of
the investment. Any excess of the Group's share of the net
fair value of the identifiable assets and liabilities over the
cost of the investment, after reassessment, is recognised
immediately in profit or loss in the period in which the
investment is acquired.
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For the year ended 31 December 2022 #i&2 - - —4+_-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investments in associates (Continued)

The Group assesses whether there is an objective evidence
that the interest in an associate may be impaired. When
any objective evidence exists, the entire carrying amount of
the investment (including goodwill) is tested for impairment
in accordance with HKAS 36 Impairment of Assets as a
single asset by comparing its recoverable amount (higher
of value in use and fair value less costs of disposal) with its
carrying amount. Any impairment loss recognised is not
allocated to any asset, including goodwill, that forms part of
the carrying amount of the investment. Any reversal of that
impairment loss is recognised in accordance with HKAS 36
Impairment of Assets to the extent that the recoverable
amount of the investment subsequently increases.

When the Group ceases to have significant influence over
an associate, it is accounted for as a disposal of the entire
interest in the investee with a resulting gain or loss being
recognised in profit or loss. When the Group retains an
interest in the former associate and the retained interest is
a financial asset within the scope of HKFRS 9 Financial
Instruments, the Group measures the retained interest at
fair value at that date and the fair value is regarded as its
fair value on initial recognition. The difference between the
carrying amount of the associate and the fair value of any
retained interest and any proceeds from disposing of the
relevant interest in the associate is included in the
determination of the gain or loss on disposal of the
associate. In addition, the Group accounts for all amounts
previously recognised in other comprehensive income in
relation to that associate on the same basis as would be
required if that associate had directly disposed of the
related assets or liabilities. Therefore, if a gain or l0ss
previously recognised in other comprehensive income by
that associate would be reclassified to profit or loss on the
disposal of the related assets or liabilities, the Group
reclassifies the gain or loss from equity to profit or loss (as
a reclassification adjustment) upon disposal/partial disposal
of the relevant associate.
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CRUE R E

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investments in associates (Continued)

When the Group reduces its ownership interest in an
associate but the Group continues to use the equity
method, the Group reclassifies to profit or loss the
proportion of the gain or loss that had previously been
recognised in other comprehensive income relating to that
reduction in ownership interest if that gain or loss would be
reclassified to profit or loss on the disposal of the related
assets or liabilities.

When a group entity transacts with an associate of the
Group, profits and losses resulting from the transactions
with the associate are recognised in the consolidated
financial statements only to the extent of interests in the
associate that are not related to the Group.

Revenue from contracts with customers

The Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “control” of the goods or
services underlying the particular performance obligation is
transferred to the customer.

A performance obligation represents a good or service (or
a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.
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For the year ended 31 December 2022 #i&2 - - —4+_-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue from contracts with customers
(Continued)

Control is transferred over time and revenue is recognised
over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one of
the following criteria is met:

o the customer simultaneously receives and consumes
the benefits provided by the Group's performance as
the Group performs;

o the Group’s performance creates or enhances an
asset that the customer controls as the Group
performs; or

o the Group's performance does not create an asset
with an alternative use to the Group and the Group
has an enforceable right to payment for performance
completed to date.

Otherwise, revenue is recognised at a point in time when
the customer obtains control of the distinct good or service.

A contract asset represents the Group's right to
consideration in exchange for goods or services that the
Group has transferred to a customer that is not yet
unconditional. It is assessed for impairment in accordance
with HKFRS 9 Financial Instruments. In contrast, a
receivable represents the Group’s unconditional right to
consideration, i.e. only the passage of time is required
before payment of that consideration is due.

A contract liability represents the Group’s obligation to
transfer goods or services to a customer for which the
Group has received consideration (or an amount of
consideration is due) from the customer.

A contract asset and a contract liability relating to the same
contract are accounted for and presented on a net basis.
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For the year ended 31 December 2022 B —Z - —F+ - A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES 4. EEEHE @)
(Continued)

Revenue from contracts with customers BEFEAHWE (&)
(Continued)

Principal versus agent é%z&fﬂ EA

When another party is involved in providing goods or
services to a customer, the Group determines whether the
nature of its promise is a performance obligation to provide
the specified goods or services itself (i.e. the Group is a
principal) or to arrange for those goods or services to be
provided by the other party (i.e. the Group is an agent).

The Group is a principal if it controls the specified good or
service before that good or service is transferred to a
customer.

The Group is an agent if its performance obligation is to
arrange for the provision of the specified good or service
by another party. In this case, the Group does not control
the specified good or service provided by another party
before that good or service is transferred to the customer.
When the Group acts as an agent, it recognises revenue in
the amount of any fee or commission to which it expects to
be entitled in exchange for arranging for the specified
g00ds or services to be provided by the other party.

Revenue for trading of mobile phones and related
accessories

Revenue for trading of mobile phones and related
accessories generally includes only one performance
obligation. The Group has concluded that revenue from
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trading of mobile phones and related accessories should FPrREEZER —RABERIMNTFERE
be recognised at the point in time when control of the ARAE REARBERE T Z PR o
products is transferred to the customer, generally when the

products are delivered to and the risks of obsolescence

and loss have been transferred to customer.

Interest income FE WA

Interest income is accrued on a time basis on the principal
outstanding at the applicable interest rate.
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For the year ended 31 December 2022 #i&2 - - —4+_-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leases

Definition of 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.

For contracts entered into or modified on or after the date
of initial application or arising from business combinations,
the Group assesses whether a contract is or contains a
lease based on the definition under HKFRS 16 Leases at
inception, modification date or acquisition date, as
appropriate. Such contract will not be reassessed unless
the terms and conditions of the contract are subsequently
changed.

The Group as a lessee

Allocation of consideration to components of a contract
For a contract that contains a lease component and one or
more additional lease or non-lease components, the Group
allocates the consideration in the contract to each lease
component on the basis of the relative stand- alone price
of the lease component and the aggregate stand-alone
price of the non-lease components.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to 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 lease of low-value assets. Lease payments on short-
term leases and leases of low-value assets are recognised
as expense on a straight-line basis or another systematic
basis over the lease term.

Right-of-use assets
The cost of right-of-use asset includes:

o the amount of the initial measurement of the lease
liability;

o any lease payments made at or before the
commencement date, less any lease incentives
received,
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SIGNIFICANT ACCOUNTING POLICIES 4. EEEHE @)
(Continued)

Leases (Continued) HE#E)
Right-of-use assets (Continued) HEZES (&)

. any initial direct costs incurred by the Group; and

o an estimate of costs to be incurred by the Group in
dismantling and removing the underlying assets,
restoring the site on which it is located or restoring
the underlying asset to the condition required by the
terms and conditions of the lease.

Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities.

Right-of-use assets in which the Group is reasonably
certain to obtain ownership of the underlying leased assets
at the end of the lease term are depreciated from
commencement date to the end of the useful life.
Otherwise, right-of-use assets are depreciated on a
straight-line basis over the shorter of its estimated useful
life and the lease term.

Refundable rental deposits
Refundable rental deposits paid are accounted under
HKFRS 9 Financial Instruments and initially measured at fair
value. Adjustments to fair value at initial recognition are
considered as additional lease payments and included in
the cost of right-of-use assets.

Lease liabilities

At the commencement date of a lease, the Group
recognises and measures the lease liability at the present
value of lease payments that are unpaid at that date. In
calculating the present value of lease payments, the Group
uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease
is not readily determinable.
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For the year ended 31 December 2022 #Z—

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leases (Continued)
Lease liabilities (Continued)
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, initially measured using the index or rate as at
the commencement date;

amounts expected to be payable by the Group under
residual value guarantees,

the exercise price of a purchase option if the Group is
reasonably certain to exercise the option; and

payments of penalties for terminating a lease, if the
lease term reflects the Group exercising an option to
terminate the lease.

After the commencement date, lease liabilities are adjusted
by interest accretion and lease payments.

The Group remeasures lease liabilities (and makes a
corresponding adjustment to the related right-of-use
assets) whenever:

the lease term has changed or there is a change in
the assessment of exercise of a purchase option, in
which case the related lease liability is remeasured
by discounting the revised lease payments using a
revised discount rate at the date of reassessment.

the lease payments change due to changes, in which
cases the related lease liability is remeasured by
discounting the revised lease payments using the
initial discount rate.

The Group presents lease liabilities as a separate line item
on the consolidated statement of financial position.
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CRUE R E

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recognised at the rates of exchanges prevailing on the
dates of the transactions. At the end of the reporting
period, monetary items denominated in foreign currencies
are retranslated at the rates prevailing at that date. Non-
monetary items carried at fair value that are denominated
in foreign currencies are retranslated at the rates prevailing
on the date when the fair value was determined. Non-
monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the retranslation of monetary items, are
recognised in profit or loss in the period in which they arise.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s
operations are translated into the presentation currency of
the Group (i.e. HK$) using exchange rates prevailing at the
end of each reporting period. Income and expenses items
are translated at the average exchange rates for the period,
unless exchange rates fluctuate significantly during that
period, in which case the exchange rates at the date of
transactions are used. Exchange differences arising, if any,
are recognised in other comprehensive income and
accumulated in equity under the heading of translation
reserve (attributed to non-controlling interests as
appropriate).

On the disposal of a foreign operation (that is, a disposal of
the Group's entire interest in a foreign operation, or a
disposal involving loss of control over a subsidiary that
includes a foreign operation, or a partial disposal of an
associate that includes a foreign operation of which the
retained interest becomes a financial asset), all of the
exchange differences accumulated in equity in respect of
that operation attributable to the owners of the Company
are reclassified to profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currencies (Continued)

In addition, in relation to a partial disposal of a subsidiary
that does not result in the Group losing control over the
subsidiary, the proportionate share of accumulated
exchange differences are re-attributed to non-controlling
interests and are not recognised in profit or loss. For all
other partial disposals (i.e. partial disposals of associates
that do not result in the Group losing significant influence
or joint control), the proportionate share of the
accumulated exchange differences is reclassified to profit
or loss.

Borrowing costs

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

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

Government grants

Government grants are not recognised until there is
reasonable assurance that the Group will comply with the
conditions attaching to them and that the grants will be
received.

Government grants are recognised in profit or loss on a
systematic basis over the periods in which the Group
recognises as expenses the related costs for which the
grants are intended to compensate. Specifically,
government grants whose primary condition is that the
Group should purchase, construct or otherwise acquire
non-current assets are recognised as deferred income in
the consolidated statement of financial position and
transferred to profit or loss on a systematic and rational
basis over the useful lives of the related assets.
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SIGNIFICANT ACCOUNTING POLICIES 4, BEETITEE &)
(Continued)
Government grants (Continued) BUF# B (&)

Government grants related to income that are receivable as
compensation for expenses or losses already incurred or
for the purpose of giving immediate financial support to the
Group with no future related costs are recognised in profit
or loss in the period in which they become receivable. Such
grants are recognised as other revenue, rather than
reducing the related expenses.

Employee benefits

Retirement benefit costs

Payments to the Mandatory Provident Fund Scheme and
other PRC state-managed retirement benefit schemes are
charged as an expense when employees have rendered
service entitling them to the contributions.

Short-term and other long-term employee benefits
Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be paid
as and when employees rendered the services. All short-
term employee benefits are recognised as an expense
unless another HKFRS requires or permits the inclusion of
the benefit in the cost of an asset.

A liability is recognised for benefits accruing to employees
(such as wages and salaries, annual leave and sick leave)
after deducting any amount already paid.

Liabilities recognised in respect of other long-term
employee benefits are measured at the present value of
the estimated future cash outflows expected to be made
by the Group in respect of services provided by employees
up to the reporting date. Any changes in the liabilities’
carrying amounts resulting from service cost, interest and
remeasurements are recognised in profit or l0ss except to
the extent that another HKFRS requires or permits their
inclusion in the cost of an asset.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit/(loss) before tax
because of income or expense that are taxable or
deductible in other years and items that are never taxable
or deductible. The Group's liability for current tax is
calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting period.

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

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
associates, except where the Group is able to control the
reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable
future.

Deferred tax assets arising from deductible temporary
differences associated with such investments and interests
are only recognised to the extent that it is probable that
there will be sufficient taxable profits against which to
utilise the benefits of the temporary differences and they
are expected to reverse in the foreseeable future.
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CRUE R E

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

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

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

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

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied to the same taxable entity by the same taxation
authority.

Current and deferred tax are recognised in profit or loss,
except when they relate to items that are recognised in
other comprehensive income or directly in equity, in which
case, the current and deferred tax are also recognised in
other comprehensive income or directly in equity
respectively. Where current tax or deferred tax arises from
the initial accounting for a business combination, the tax
effect is included in the accounting for the business
combination.
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For the year ended 31 December 2022 #Z—

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Plant and equipment

Plant and equipment are tangible assets that are held for
use in the production or supply of goods or services, or for
administrative purposes. Plant and equipment are stated in
the consolidated statement of financial position at cost less
subsequent accumulated depreciation and subsequent
accumulated impairment losses, if any.

Plant and equipment in the course of construction for
production, supply or administrative purposes are carried
at cost, less any recognised impairment loss. Costs include
any costs directly attributable to bringing the asset to the
location and condition necessary for it to be capable of
operating in the manner intended by management,
including costs of testing whether the related assets is
functioning properly and, for qualifying assets, borrowing
costs capitalised in accordance with the Group's
accounting policy. Sale proceeds of items that are
produced while bringing an item of property, plant and
equipment to the location and condition necessary for it to
be capable of operating in the manner intended by
management (such as samples produced when testing
whether the asset is functioning properly), and the related
costs of producing those items are recognised in the profit
or loss. The cost of those items are measured in
accordance with the measurement requirements of HKAS
2. Depreciation of these assets, on the same basis as other
property assets, commences when the assets are ready for
their intended use.
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For the year ended 31 December 2022 #Z—

CRUE R E

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Plant and equipment (Continued)

Construction in progress represents plant and equipment
under construction or pending installation and is stated at
cost less any impairment losses. No provision for
depreciation is made on construction in progress until such
time as the relevant assets are completed and ready for
intended use. Construction in progress is classified to the
appropriate category of plant and equipment when
completed and ready for use.

Depreciation is recognised so as to write off the cost of
assets less their residual values over their estimated useful
lives, using the straight-line method. The estimated useful
lives, residual values and depreciation method are
reviewed at the end of each reporting period, with the
effect of any changes in estimate accounted for on a
prospective basis. The items of plant and equipment are
depreciated on a straight-line basis at the following useful
loves after taking into account the residual value:

5%-20% or over the term of
the relevant leases,
whichever is shorter

20%—-33%

Leasehold improvements

Furniture, fixtures and
equipment

Motor vehicles 20%—25%

An item of plant and equipment is derecognised upon
disposal or when no future economic benefits are expected
to arise from the continued use of the asset. Any gain or
loss arising on the disposal or retirement of an item of plant
and equipment is determined as the difference between
the sales proceeds and the carrying amount of the asset
and is recognised in profit or loss.
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For the year ended 31 December 2022 #i&2 - - —4+_-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Intangible assets

Intangible assets with finite useful lives that are acquired
separately are carried at costs less accumulated
amortisation and any accumulated impairment losses.
Amortisation for intangible assets with finite useful lives is
recognised on a straight-line basis over their estimated
useful lives. The estimated useful life and amortisation
method are reviewed at the end of each reporting period,
with the effect of any changes in estimate being accounted
for on a prospective basis. Intangible assets with indefinite
useful lives that are acquired separately are carried at cost
less any subsequent accumulated impairment losses.

Club memberships
Club memberships with indefinite life are carried at cost
less any subsequent accumulated impairment losses.

Mining right

Mining right is stated at cost less subsequent accumulated
amortisation and accumulated impairment losses. Mining
right is amortised using the units of production method
based on the proven and probable mineral reserves.

Impairment on plant and equipment, right-of-use
assets and intangible assets other than goodwill
At the end of the reporting period, the Group reviews the
carrying amounts of its plant and equipment, right-of-use
assets, intangible assets with finite useful lives to determine
whether there is any indication that these assets have
suffered an impairment loss. If any such indication exists,
the recoverable amount of the relevant asset is estimated
in order to determine the extent of the impairment loss (if
any). Intangible assets with indefinite useful lives and
intangible assets not yet available for use are tested for
impairment at least annually, and whenever there is an
indication that they may be impaired.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment on plant and equipment, right-of-use
assets and intangible assets other than goodwill
(Continued)

The recoverable amount of plant and equipment, right-of-
use assets, and intangible assets are estimated individually.
When it is not possible to estimate the recoverable amount
individually, the Group estimates the recoverable amount
of the cash-generating unit to which the asset belongs.

In testing a cash-generating unit for impairment, corporate
assets are allocated to the relevant cash-generating unit
when a reasonable and consistent basis of allocation can
be established, or otherwise they are allocated to the
smallest group of cash generating units for which a
reasonable and consistent allocation basis can be
established. The recoverable amount is determined for the
cash-generating unit or group of cash-generating units to
which the corporate asset belongs, and is compared with
the carrying amount of the relevant cash- generating unit
or group of cash-generating units.

Recoverable amount is the higher of fair value less costs of
disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset (or a cash-generating unit) for
which the estimates of future cash flows have not been
adjusted.
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For the year ended 31 December 2022 #i&2 - - —4+_-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment on plant and equipment, right-of-use
assets and intangible assets other than goodwill
(Continued)

If the recoverable amount of an asset (or a cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or a cash-generating unit) is
reduced to its recoverable amount. For corporate assets or
portion of corporate assets which cannot be allocated on a
reasonable and consistent basis to a cash- generating unit,
the Group compares the carrying amount of a group of
cash-generating units, including the carrying amounts of
the corporate assets or portion of corporate assets
allocated to that group of cash-generating units, with the
recoverable amount of the group of cash-generating units.
In allocating the impairment loss, the impairment loss is
allocated first to reduce the carrying amount of any
goodwill (if applicable) and then to the other assets on a
pro-rata basis based on the carrying amount of each asset
in the unit or the group of cash- generating units. The
carrying amount of an asset is not reduced below the
highest of its fair value less costs of disposal (if
measurable), its value in use (if determinable) and zero. The
amount of the impairment loss that would otherwise have
been allocated to the asset is allocated pro rata to the
other assets of the unit or the group of cash-generating
units. An impairment loss is recognised immediately in
profit or loss.

EEEHBR@®@

BERSZE ERAREERETLEE (B
BRI ZRE ()

At RIBEE (RBRSELEM) 2T E
SRENEREE  MZREE(HREE
HEEA) 2 EAESIREEATKD S
BTBEREEN —HREENRKERSELRE
N2 RAREESXFDRAEEMS @ A5E
H—EReELBENZRAE(REIRE
ZHARSELBUZ ARIBERBARAE
EEREE) BZEARCEAEM 2 KM
SRELE - ROBERERRR - BREEE
SEADENRDTAREZREE(WE
A EgREAKREELEMARN RS
BEZREERLIISEZHEMBEE - BE
ZEHENERERREQFERLERA
(ane]ErE) - HEREE(WAEE) REZ
Ret  BRADEZEREZRESESRER
WhIDEEER BN HMEENREELE
7487 - BEEBAIRR B AR

131



China Fortune Holdings Limited / 2022 Annual Report

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS SRR M RE

For the year ended 31 December 2022 #iE2 - -4+ _-_A=+—HIFE

132

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment on plant and equipment, right-of-use
assets and intangible assets other than goodwill
(Continued)

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

Cash and cash equivalents
Cash and cash equivalents presented on the consolidated
statement of financial position include:

(@  cash, which comprises of cash on hand and demand
deposits, excluding bank balances that are subject to
regulatory restrictions that result in such balances no
longer meeting the definition of cash; and

(b) cash equivalents, which comprises of short-term
(generally with original maturity of three months or
less), highly liquid investments that are readily
convertible to a known amount of cash and which are
subject to an insignificant risk of changes in value.
Cash equivalents are held for the purpose of meeting
short-term cash commitments rather than for
investment or other purposes.

For the purposes of the consolidated statement of cash
flows, cash and cash equivalents consist of cash and cash
equivalents as defined above, net of outstanding bank
overdrafts which are repayable on demand and form an
integral part of the Group’s cash management. Such
overdrafts are presented as short-term borrowings in the
consolidated statement of financial position.
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For the year ended 31 December 2022 #i&2 - - —4+_-_A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Provision for close down and restoration costs
Close down and restoration costs are provided in the
accounting period when the obligation arising from the
related disturbance occurs, whether this occurs during
mine development or during the production phase, based
on the net present value of estimated future costs. The cost
is capitalised where it gives rise to future benefits, whether
the rehabilitation activity is expected to occur over the life
of the operation or at the time of close down. The
capitalised cost is amortised over the life of the operation
and the increase in the net present value of the provision is
included in borrowing costs. Where there is a change in the
expected decommissioning and restoration costs, an
adjustment is recorded against the carrying value of the
provision and related assets, and the effect is then
recognised in the profit or l0ss on a prospective basis over
the remaining life of the operation. Provision for close down
and restoration costs do not include any additional
obligations which are expected to arise from future
disturbance. The cost estimates are reviewed and revised
at the end of each reporting period to reflect changes in
conditions.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Costs of inventories are determined on a
first-in, first-out method. Net realisable value represents
the estimated selling price for inventories less all estimated
costs of completion and costs necessary to make the sale.
Costs necessary to make the sale include incremental costs
directly attributable to the sale and non-incremental costs
which the Group must incur to make the sale.
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SIGNIFICANT ACCOUNTING POLICIES 4, BEETITEE#E)
(Continued)
Financial instruments LRI A

Financial assets and financial liabilities are recognised
when a group entity becomes a party to the contractual
provisions of the instrument. All regular way purchases or
sales of financial assets are recognised and derecognised
on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation or
convention in the market place.

Financial assets and financial liabilities are initially
measured at fair value except for trade receivables arising
from contracts with customers which are initially measured
in accordance with HKFRS 15 Revenue from Contracts with
Customers. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial
liabilities (other than financial assets or financial liabilities at
fair value through profit or loss (“FVTPL") are added to or
deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of
financial assets or financial liabilities at FVTPL are
recognised immediately in profit or loss.

The effective interest method is a method of calculating the
amortised cost of a financial asset or financial liability and
of allocating interest income and interest expense over the
relevant period.

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

Interest/dividend income which are derived from the
Group's ordinary course of business are presented as
revenue.
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For the year ended 31 December 2022 B —Z - —F+ - A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial assets

Classification and subsequent measurement of
financial assets

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

° the financial asset is held within a business model
whose objective is to collect contractual cash flows;
and

o the contractual terms give rise on specified dates to
cash flows that are solely payments of principal and
interest on the principal amount outstanding.

All other financial assets are subsequently measured at
FVTPL, except that at initial recognition of a financial asset
the Group may irrevocably elect to present subsequent
changes in fair value of an equity investment in other
comprehensive income if that equity investment is neither
held for trading nor contingent consideration recognised by
an acquirer in a business combination to which HKFRS 3
Business Combinations applies.

A financial asset is held for trading if:

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

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

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

In addition, the Group may irrevocably designate a financial
asset that are required to be measured at the amortised
cost or as measured at FVTPL if doing so eliminates or
significantly reduces an accounting mismatch.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial assets (Continued)

Amortised cost and interest income

Interest income is recognised using the effective interest
method for financial assets measured subsequently at
amortised cost. Interest income is calculated by applying
the effective interest rate to the gross carrying amount of a
financial asset, except for financial assets that have
subsequently become credit-impaired (see below). For
financial assets that have subsequently become credit-
impaired, interest income is recognised by applying the
effective interest rate to the amortised cost of the financial
asset from the next reporting period. If the credit risk on
the credit-impaired financial instrument improves so that
the financial asset is no longer credit-impaired, interest
income is recognised by applying the effective interest rate
to the gross carrying amount of the financial asset from the
beginning of the reporting period following the
determination that the asset is no longer credit-impaired.

Financial assets at FVTPL
Financial assets that do not meet the criteria for being
measured at amortised cost are measured at FVTPL.

Financial assets at FVTPL are measured at fair value at the
end of each reporting period, with any fair value gains or
losses recognised in profit or 10ss. The net gain or 10ss
recognised in profit or loss includes any dividend or interest
earned on the financial asset and is included in the “other
gains and losses” line item.

Impairment of financial assets subject to
impairment assessment under HKFRS 9

The Group performs impairment assessment under
expected credit loss (“ECL") model on financial assets
(including trade and other receivables, amounts due from
non-controlling shareholders of subsidiaries and cash and
cash equivalents which are subject to impairment
assessment under HKFRS 9. The amount of ECL is updated
at each reporting date to reflect changes in credit risk since
initial recognition.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial assets (Continued)

Impairment of financial assets subject to
impairment assessment under HKFRS 9 (Continued)
Lifetime ECL represents the ECL that will result from all
possible default events over the expected life of the
relevant instrument. In contrast, 12-month ECL (“12m ECL")
represents the portion of lifetime ECL that is expected to
result from default events that are possible within 12
months after the reporting date.

Assessments are done based on the Group’s historical
credit loss experience, adjusted for factors that are specific
to the debtors, general economic conditions and an
assessment of both the current conditions at the reporting
date as well as the forecast of future conditions.

The Group always recognises lifetime ECL for trade
receivables.

For all other instruments, the Group measures the loss
allowance equal to 12m ECL, unless there has been a
significant increase in credit risk since initial recognition, in
which case the Group recognises lifetime ECL. The
assessment of whether lifetime ECL should be recognised
is based on significant increases in the likelihood or risk of
a default occurring since initial recognition.

(i)  Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, 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. In making this
assessment, the Group considers both quantitative
and qualitative information that is reasonable and
supportable, including historical experience and
forward-looking information that is available without
undue cost or effort.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial assets (Continued)
Impairment of financial assets subject to

T _F+-A=1+—HIEFE

impairment assessment under HKFRS 9 (Continued)

(i)

138

Significant increase in credit risk (Continued)

In particular, the following information is taken into
account when assessing whether credit risk has
increased significantly:

o an actual or expected significant deterioration
in the financial instrument’s external (if
available) or internal credit rating;

o significant deterioration in external market
indicators of credit risk, e.g. a significant
increase in the credit spread, the credit default
swap prices for the debtor;

o existing or forecast adverse changes in
business, financial or economic conditions that
are expected to cause a significant decrease in
the debtor’s ability to meet its debt obligations;

o an actual or expected significant deterioration
in the operating results of the debtor;

o an actual or expected significant adverse
change in the regulatory, economic, or
technological environment of the debtor that
results in a significant decrease in the debtor’s
ability to meet its debt obligations.

Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk has increased
significantly since initial recognition when contractual
payments are more than 90 days past due, unless the
Group has reasonable and supportable information
that demonstrates otherwise.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial assets (Continued)
Impairment of financial assets subject to
impairment assessment under HKFRS 9 (Continued)

(i)

(ii)

Significant increase in credit risk (Continued)
Despite the aforegoing, the Group assumes that the
credit risk on a debt instrument has not increased
significantly since initial recognition if the debt
instrument is determined to have low credit risk at
the reporting date. A debt instrument is determined
to have low credit risk if (i) it has a low risk of default,
(i) the borrower has a strong capacity to meet its
contractual cash flow obligations in the near term
and (iii) adverse changes in economic and business
conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower to fulfil
its contractual cash flow obligations. The Group
considers a debt instrument to have low credit risk
when it has an internal or external credit rating of
“investment grade” as per globally understood
definitions.

The Group regularly monitors the effectiveness of the
criteria used to identify whether there has been a
significant increase in credit risk and revises them as
appropriate to ensure that the criteria are capable of
identifying significant increase in credit risk before
the amount becomes past due.

Definition of default

For internal credit risk management, the Group
considers an event of default occurs when
information developed internally or obtained from
external sources indicates that the debtor is unlikely
to pay its creditors, including the Group, in full
(without taking into account any collaterals held by
the Group).

Irrespective of the above, the Group considers that
default has occurred when a financial asset is more
than 180 days past due unless the Group has
reasonable and supportable information to
demonstrate that a more lagging default criterion is
more appropriate.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial assets (Continued)
Impairment of financial assets subject to

impairment assessment under HKFRS 9 (Continued)

(iii)  Credit-impaired financial assets

A financial asset is credit-impaired when one or more
events that have a detrimental impact on the
estimated future cash flows of that financial asset
have occurred. Evidence that a financial asset is
credit-impaired includes observable data about the

following events:

(@) significant financial difficulty of the issuer or the

borrower;

(b) a breach of contract, such as a default or past

due event;

(c) the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower’s
financial difficulty, having granted to the
borrower a concession(s) that the lender(s)

would not otherwise consider; or

(d) it is becoming probable that the borrower will
enter bankruptcy or other financial

reorganisation.

(iv)  Write-off policy

The Group writes off a financial asset when there is
information indicating that the counterparty is in
severe financial difficulty and there is no realistic
prospect of recovery, for example, when the
counterparty has been placed under liquidation or
has entered into bankruptcy proceedings, or in the
case of trade receivables, when the amounts are over
one year past due, whichever occurs sooner.
Financial assets written off may still be subject to
enforcement activities under the Group’s recovery
procedures, taking into account legal advice where
appropriate. A write-off constitutes a derecognition
event. Any subsequent recoveries are recognised in

profit or loss.
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For the year ended 31 December 2022 B —Z - —F+ - A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial assets (Continued)
Impairment of financial assets subject to
impairment assessment under HKFRS 9 (Continued)

(v)

Measurement and recognition of ECL

The measurement of ECL is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and the
exposure at default. The assessment of the
probability of default and loss given default is based
on historical data and forward-looking information.
Estimation of ECL reflects an unbiased and
probability-weighted amount that is determined with
the respective risks of default occurring as the
weights.

Generally, the ECL is the difference between all
contractual cash flows that are due to the Group in
accordance with the contract and the cash flows that
the Group expects to receive, discounted at the
effective interest rate determined at initial
recognition.

For collective assessment, the Group takes into
consideration the following characteristics when
formulating the grouping:

o Past-due status;

o Nature, size and industry of debtors; and

o External credit ratings where available.

The grouping is regularly reviewed by management to

ensure the constituents of each group continue to
share similar credit risk characteristics.

Interest income is calculated based on the gross carrying
amount of the financial asset unless the financial asset is
credit-impaired, in which case interest income is calculated
based on amortised cost of the financial asset.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial assets (Continued)

Derecognition of financial assets

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially all
the risks and rewards of ownership of the asset to another
entity.

On derecognition of a financial asset measured at
amortised cost, the difference between the asset’s carrying
amount and the sum of the consideration received and
receivable is recognised in profit or loss.

Financial liabilities and equity

Classification as debt or equity

Debt and equity instruments are classified as either
financial liabilities or as equity in accordance with the
substance of the contractual arrangements and the
definitions of a financial liability and an equity instrument.

Equity instruments

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

Financial liabilities
All financial liabilities are subsequently measured at
amortised cost using the effective interest method.

Derecognition of financial liabilities

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

Related parties
A person or a close member of that person'’s family is
related to the Group if that person:

@)

(i)

(if)

(iii)

has control or joint control over the Group;

has significant influence over the Group; or

is a member of key management personnel of
the Group or the Company’s parent.

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

(i)

(iii)

(vii)

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

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

Both entities are joint ventures of the same
third party.

One entity is a joint venture of a third entity and
the other entity is an associate of the third
entity.

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

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

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

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Related parties (Continued)
(b)  (Continued)
(viiiy The entity, or any member of a Group of which
it is a part, provides key management personnel
services to the Group or to the Group's parent.

Close members of the family of a person are those family
members who may be expected to influence, or be
influenced by, that person in their dealings with the entity
and include:

(i)  that person’s children and spouse or domestic
partner;

(i) children of that person’s spouse or domestic partner;
and

(i) dependents of that person or that person’s spouse or
domestic partner.

CRITICAL ACCOUNTING JUDGEMENT AND
KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group's accounting policies, which
are described in note 4, the directors of the Company are
required to make judgements, estimates and assumptions
about the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual
results may differ from these estimates.
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For the year ended 31 December 2022 #ZE

CRITICAL ACCOUNTING JUDGEMENT AND
KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

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

Critical judgements in applying accounting
policies

The following is the critical judgement, apart from those
involving estimations (see below), that the directors of the
Company have made in the process of applying the Group’s
accounting policies and that have the most significant
effect on the amounts recognised in the consolidated
financial statements.

Going concern consideration

As explained in note 3(b), the consolidated financial
statements have been prepared on a going concern basis
and have not included any adjustments that would be
required should the Group fail to continue as a going
concern since the directors of the Company are satisfied
that the liquidity of the Group can be maintained in the
coming year after taking into the considerations as detailed
in note 3(b). The directors of the Company also believe that
the Group will have sufficient cash resources to satisfy its
future working capital and other financing requirements for
a period of at least the next twelve months from 31
December 2022.
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CRITICAL ACCOUNTING JUDGEMENT AND
KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Key sources of estimation uncertainty

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

Impairment of interests in associates

The Group performed impairment assessments on its
interests in associates. Determining whether impairment
loss should be recognised requires an estimation of the
recoverable amount of the relevant associates which is the
higher of value-in-use or fair value less costs of disposal.
The value-in-use calculation requires the management of
the Group to estimate the present value of the estimated
cash flows expected to arise from dividends to be received
from the associates and the proceeds from the ultimate
disposal of the investment taking into account the discount
rate, revenue growth rate etc.

In cases where the actual cash flows are less or more than
expected, or change in facts and circumstances which
result in revision of future cash flows estimation, a material
reversal or further recognition of impairment may arise,
which would be recognised in profit or loss for the period in
which such a reversal or further recognition takes place.

As at 31 December 2022, the net carrying amounts of the
Group's interest in associates are set out in note 20.
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CRITICAL ACCOUNTING JUDGEMENT AND
KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Key sources of estimation uncertainty (Continued)
Fair value measurement of financial assets
measured at FVTPL

The Group’s financial assets at FVTPL are measured at fair
value which are determined with reference on the available
market information, such as quoted market price and other
comparable market data. Where there is no such
information, the management of the Group uses their
judgements and estimates in the fair value calculation, with
reference to the other available information using valuation
techniques that are required in establishing the relevant
valuation technigues and inputs thereof. Changes in
assumptions relating to these factors could result in
material adjustments to the fair value of these instruments.

As at 31 December 2022, the carrying amounts of the
Group's financial assets measured at FVTPL are disclosed
in note 21.

CAPITAL RISK MANAGEMENT

The Group's objective of managing capital is to safeguard
the Group’s ability to continue as a going concern in order
to provide returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital structure
to reduce cost of capital.

The directors of the Company consider that the capital
structure of the Group consists of debts, which includes
lease liabilities, amounts due to a related party and
amounts due to non-controlling shareholders of
subsidiaries as disclosed in notes 19(b), 34(a) and 25,
respectively, net of cash and cash equivalents and equity
attributable to owners of the Company, comprising issued
share capital and reserves.

The directors of the Company review the capital structure
periodically. As part of their review, the directors consider
the cost of capital and the risks associates thereto.
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6. CAPITAL RISK MANAGEMENT (continued) 6. BEXREREE @)
Based on recommendations of the directors of the BEBEAANREEZ2HERZS  ~AEEBES
Company, the Group will maintain its overall capital IREAR S - BT REBEITHER K EE
structure through the payment of dividends, new share INE ESES RSB AR o
issues as well as issue of new debt or the redemption of
existing debt.
The Group's overall strategy remains unchanged from prior REE 7 BB RASEEFEIFTTE o
years.
7. FINANCIAL INSTRUMENTS 7. &@MTA
(a) Categories of financial instruments () =@ITEER
2022 2021
—E-—F T
HK$'000 HK$'000
FET FEIT
Financial assets MiEEE
Financial assets at amortised cost REHR NG 2 BT
BE 6,984 38,462
Financial assets at FVTPL BAFE ABRE 25
BE 2,666 3,294
Financial liabilities Mkas
Financial liabilities at amortised cost REH AT B 2 I
afE 22,112 34,373
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7. FINANCIAL INSTRUMENTS (continued)

(@

Categories of financial instruments
(Continued)

Fair value measurement of financial
instruments

The fair value of financial assets and financial
liabilities are determined as follows:

— the fair value of financial assets with standard
terms and conditions and traded on active
liquid markets are determined with reference to
quoted market price; and

— the fair value of other financial assets and
financial liabilities are determined in accordance
with generally accepted pricing models based
on discounted cash flow analysis.

HKFRS 13 requires disclosures for financial instruments
that are measured at fair value by level of the
following fair value measurement hierarchy:

Level 1. Quoted prices (unadjusted) in active markets
for identical assets or liabilities,

Level 2. Inputs other than quoted prices included
within Level 1 that are observable for the
asset or liability, either directly or indirectly;
and

Level 3: Inputs for the asset or liability that are not
based on observable market data.
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F3: WIHERABEMHRIELZ
BEERBEBARE -
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7. FINANCIAL INSTRUMENTS (continued) 7. €@MTA@®)
(a) Categories of financial instruments () BT EMER (&)
(Continued)
Fair value of the Group'’s financial assets and BREMBEEN N FHETEZFEE
financial liabilities that are measured at fair BB EERMEEEZ AFE
value on a recurring basis
The following table provides an analysis of financial TREEEAFEERzZEM T AR
instruments carried at fair value by level of fair value NFEEEHFE D 22T
hierarchy:
Level 1 Level 2 Level 3 Total
F1H F2#H FIR #Et

HK$'000  HK$'000  HK$'000  HK$'000
TR T T&T TE7T

Asset BE
At 31 December 2022 R
+=A=+-—H
Financial assets at FVTPL RAFEFABEZZ
MK EE
— Unlisted equity investments ~ — JF R E - - 67 67
— Unlisted fund investment — FLEMESKE - - 2,042 2,042
— Listed equity investments — kiR E 557 - - 557
557 = 2,109 2,666
At 31 December 2021 R=B=—Ff
+=BR=+—H
Financial assets at FVTPL RAFEFABRZZ
BREE
— Unlisted equity investments  — JF - X IEIR & - - 67 67
— Unlisted fund investment —FLEMESKE = - 2,511 2,511
— Listed equity investments — EiRiERE 716 - - 716
716 — 2,578 3,294
There were no transfers between Level 1 and Level 2 FER - BIRRE2R Y I EER
or into or out of Level 3 during the year. INEEE A Bt #E 5 34T o
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For the year ended 31 December 2022 B —Z - —F+ - A=+—HILFE

7. FINANCIAL INSTRUMENTS (continued) 7. €MTA@®)
(a) categories of financial instruments (a) £&mITIBEER (&)
(Continued)
Fair value of the Group'’s financial assets and BREMEENU N FHETEZFEE
financial liabilities that are measured at fair BIBEERBEEEZ AV E(E)
value on a recurring basis (Continued)
The following table provides information of the TRIEHTABBERMN B A
valuation technique, key inputs and the correlation of Y LA N B8 S n) B R da A s ER LA
key unobservable input to the fair value measurement AnBEFENEHITAAFEET
of financial instruments carried at fair value: EMWHEBMERNEE
Fairvalue  Valuation technique and Effect on fair value
Item 2022 2021 hierarchy  key inputs for increase of inputs
HERMR BABEEM
EH TECCE ZT--F AVEER BRGAYE HATENYE
HK$'000 HK$'000
FE7 FET
Listed equity investments 557 716 Level1 Quoted bid-prices in an active N/A
market
LTRERE E15 RIS RIRE NER
Unlisted equity 67 67 Level3 Asset-hased approach adjusted by The lower the marketability
investments marketability discount of 15.8% discount, the higher the fair
(2021: 15.8%) value
FLTRERE E35 et URmandmREr mendtnRar AT

BRI (ZT-—F:158%) EAZ

Unlisted fund investment 2,042 2511 Level3 Discount cash flow method was use  The higher of the discount
to capture the present valueifthe  rate, the lower of the fair
expected future economic benefits — value
to be derived from the ownership of
this investee. The discount rate
applied is 21.92% (2021: 12.54%).

FLMESRE EREN FREARSTSZRERKRE HRXAS ATEAE
FRERERSROBARREE
HEMEE - BRNEERER
2192% (2T =~ : 1250%) °
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7.

152

FINANCIAL INSTRUMENTS (Continued)

(@

(b)

Categories of financial instruments
(Continued)

Reconciliation of Level 3 fair value
measurements

The movements of financial instruments, including
unlisted equity investments and unlisted fund
investment under Level 3 of fair value hierarchy are
as follows:

ERMTIHE @)
@ SEMIAER (A
EIRAFENBZHE

NFEERZFIBETRIA(R
B LMBER AR LTESRE)
HEIT -

2022 2021
—E-= —E-—F
HK$’000 HK$'000
FHET FEIT
At 1 January n—A—AH 2,578 3,964
Fair value change N EES) (272) (1,492)
Exchange adjustments Rk (197) 106
At 31 December R+ZHA=+—8” 2,109 2,578

Financial risk management objectives and
policies

The Group's major financial assets included financial
assets at FVTPL, trade and other receivables,
amounts due from non-controlling shareholders of
subsidiaries and cash and cash equivalents. The
Group's major financial liabilities included trade and
other payables, lease liabilities and amounts due to
related parties and non-controlling shareholders of
subsidiaries. Details of these financial instruments are
disclosed in the respective notes. The risks
associated with these financial instruments include
market risk (foreign currency risk and interest
rate risk), credit risk and liquidity risk. The policies
on how to mitigate these risks are set out below.
Management manages and monitors these exposures
to ensure appropriate measures are implemented on
a timely and effective manner.

(b)

BREREERERBE

AEEZIEZRBEEERRKRAFE
FFABRZMBEE  BERESER
K E At AR BR TR - RE MBI R R FE
BRBIR 2 RIRA KRR E RIREFEY -
AEEZIZMBAERREENES
RRREMENER  HEAGBNUR
& A~ B B 75 K% BT /BB R RISERE AR AR 2
RIE - ZEZEMITAZHFBERNSHEH
MERE FEZScRmIAZRR
BT SRR (SMNE R KA R ER) -
EERRERBE SRR - TXH#HT
MELFRRIBR - BEEEQEE
REZEZERR - AR R R A X
HEREUE B 516
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7. FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and
policies (Continued)
Market risk

(i)

Foreign currency risk management

Certain subsidiaries of the Group are exposed
to foreign currency risk primarily arising from
bank deposits, other receivables and trade and
other payables that are denominated in foreign
currency. The Group has not used any financial
instruments to hedge against currency risk.
However, the management monitors foreign
currency risk exposure and will consider hedging
significant foreign currency exposure should
the need arise.

At the end of reporting period, the carrying
amounts of the Group’s significant monetary
assets amounted to approximately HK$815,000
(2021: approximately HK$21,205,000) and
monetary liabilities amounted to approximately
HK$3,731,000 (2021: approximately HK$8,804,000)
are denominated in currencies other than the
functional currency of the relevant group
entities.

The Group is mainly exposed to the fluctuation
of HK$. At 31 December 2022, if 4% appreciation
in functional currency of relevant subsidiaries in
RMB against HK$ with all other variables held
constant, loss for the year and equity would
have been HK$121,000 higher/lower (2021: 0SS
for the year and equity would be HK$477,000
higher/lower), respectively. 4% (2021: 4%)
represents management’s assessment of the
reasonably possible change in foreign exchange
rates. The sensitivity analysis includes only
outstanding foreign currency denominated
monetary items and adjusts their translation at
the end of reporting period for a 4% (2021: 4%)
change in the exchange rates.

A B IE R R R

T _F+-A=1+—HLFE

7. EMIA@®m)

(b) MBEMEEEERBEGE)

45 B
() IMEEREE

REBE T BRSNS
b T2IRBEASNERHEMRTT
R R EUERFAR BN E
DR R B BRI - AEE
I EE R ER SR T AL S
I_kI?DD o A - EEEERINER

C WA R B E B EhE
K@I\%EL % o

RBEHR  AEBTEEEE
= R BRE B B 4 2 815,000 7T
— T = —F : 4921,205,0007%
7T)  MEEAELR3,731,000
B (ZFT = —%F : 498,804,000
BT AAEREEERNI
BEEE AN EREEHE -

AEEFEEUB T2 ERLE
B RZE-__F+=A8
=+—8 EEEMESRE
TEMERT @ WEERNBAR
RINEE B UA R BB TTHE
4%  RIFE BB RIER S5 Bl
WA 121,000 T (ZE = —
F:FEBBREZKDRE
/A 477,0005 7T ) © 4% (=
T—F 1 4%) BEREHIME
EzT EHIRA BB E) 2 5T (4 o
FRESITERIE R AREEZ I
B EEBIEE  WRBRESR
NEXRA%(ZTZ—5F :4%) 2
HEAERE -
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7. FINANCIAL INSTRUMENTS (continued)

(b)

154

Financial risk management objectives and

policies (Continued)
Market risk (Continued)

(i)

(ii)

Foreign currency risk management
(Continued)

In the management's opinion, the above sensitivity
analysis is not necessarily representative of the
inherent foreign currency risk as the exposure
at year end does not reflect the exposure
during the year.

Interest rate risk

The Group is exposed to fair value interest rate
risk in relation to fixed rate lease liabilities (note
19(b)). The Group is exposed to cash flow
interest rate risk in relation to floating-rate bank
balances (note 26). The Group currently does
not have an interest rate hedging policy.
However, the management monitors interest
rate exposure and will consider hedging
significant interest rate exposure should the
need arise.

The management considered that the Group’s
exposure to the interest rate risk on financial
assets is not significant due to short-term
maturities. Accordingly, no sensitivity analysis is
presented.

7.

EMTITE @)
(b) BEEREEEERKE (&)

5 B (AR
() SrEEREE (&)

(ii)

BEERS BHRERAEHZ
R F b A 2 R 7R 6 FEE P T 5 2
o M EABRES LT —E
REREBINE R

T
AEEAZRBERESHERRE
(MHEE19(0)) 2 & FAEF = @bz
REBTZ B RITER (H7E26)
AZBEREMNTER - AEME
35 By X B A R SR BOR - R
ERESEENXRER  Yak
FERZEEHEKRNERE

45 o

o
ZoN

BEERS BRINHPAR/RE
Hl > SASEESNMEEEN
KREBIETEKN - it WEWE
S BRRRE AT -
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7. FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and
policies (Continued)

Credit risk

The Group's credit risk is primarily attributable to its
trade and other receivables and non-controlling
shareholders of subsidiaries, and bank balances.
Management has a credit policy in place and the
exposures to these credit risks are monitored on an
ongoing basis.

In respect of trade and other receivables, individual
credit evaluations are performed on all debtors
requiring credit over a certain amount. These
evaluations focus on the debtor’s past history of
making payments when due and current ability to
pay, and take into account information specific to the
debtors as well as pertaining to the economic
environment in which the debtors operate. Ongoing
credit evaluation is performed on the financial
condition of the debtors. Normally, the Group does
not obtain collateral from debtors.

The Group measures loss allowances for trade
receivables at an amount equal to lifetime ECLS,
which is calculated using a provision matrix. As the
Group's historical credit loss experience does not
indicate significant different loss patterns for different
customer segments, the loss allowance based on
past due status is not further distinguished between
the Group's different customer bases.

7. EMIA@®m)

(b)

MEEREEERRBK (#)

=EERE
AEEZEERRIZREERKE
25 8RR e H A 1R WA B 0 K% B /BB 1 B 3
ERBERRRITESR - EEERAE
ERE  YHEBEERASEREEE
Bz o

W E SRR M EMEKRERT S -
MEFERBE TR ZBEB ALY
FERIENEENE - BAFEET
REB AN B BHIBEZ FE RIRE
NRZEEN UREBEBAZAR
BHREBANE BRI SBRE
AEEEREBAZHBRRETH
BEENE - ARERETERER
AWEE o

AEEREANEHEBEEBRZ
CHAERBE SRR CERERE
HIERBBREETHE - RA
SEBEEEBERYRETATED
MATEATRAEBERER - EREH
MEZEBEEETERAKETRAE
FERzHE—FED -
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7. FINANCIAL INSTRUMENTS (continued)

(b)

156

Financial risk management objectives and
policies (Continued)

Credit risk (Continued)

The following table provides information about the
Group’s exposure to credit risk and ECLs for trade
receivables:

EMTITE @)
(b) BEEREEEERKE (&)

=B mpR ()
TREHBAAEEAZ Z FERR
KEWE SRR AREEBIRER

Gross
ECLs carrying Loss
rate amount allowance
EHREE
BEE HEREE EBREE
HK$'000 HK$'000
FET FET
2022 —E-=
Less than 1 month past due BHI D1 EA N/ATiE A = =
Over 12 months past due i HRER 12 16 A 100.00% 3,272 (3,272)
3,272 (3,272)
2021 —
Less than 1 month past due wmHEDR1EA 0.152% 6,420 (10)
Over 12 months past due mHAREA 1218 A 100.00% 3,562 (3,562)
9,982 (3,572)

ECLs rates are based on actual loss experience.
These rates are adjusted to reflect differences
between economic conditions during the year over
which the historical data has been collected, current
conditions and the Group’s view of economic
conditions over the expected lives of the receivables.

BHEEBEXNREREELRT
B ZFNELHBEARRWE BT
R 2 S0 2 B - B BT R
AR ER B R WA AT F IR EE R
MLBELEZR -



TEREZERERDE / —SE-FFR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2022 #Z—

7. FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and
policies (Continued)

Credit risk (Continued)

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

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

A B IE R R R

T _F+-A=1+—HLFE

7. 2RMIA @@

(b)

B EREE B ERBCR (#)

=Bk ()
I 4 380 HY kR0 B 2 B A R SR B 50
BRREL2ZEEFARM -

BEAMERBE L BYRFEE T8
YEFAER E%%E)EH’\$EE%‘
RIFEBE - RBAELR &1
EBREBAGSEHRTIERERRE
REAREEEZYEEAEE  BF
RARE R DR A P A B E -

Movements in the loss allowance account in respect FREMEREZERERZEBBREER
of trade receivables during the year are as follows: ZEIE :
2022 2021
—E_— —E-—F
HK$’000 HK$'000
FET FETL
Balance at 1 January R—H—B2Z#&eR 3,572 3,448
Impairment losses recognised during FRNERZBEEE
the year - 10
Reversal of impairment loss recognised &2 2 F{EE B & D (10) (©)
Exchange adjustments PE A% (290) 117
Balance at 31 December R+ZA=+—Hz&&% 3,272 3,572
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For the year ended 31 December 2022 #Z—

FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objectives and
policies (Continued)

Credit risk (Continued)

The Group had no concentration of credit risk on the
trade receivables as at 31 December 2022 (2021:
concentration of risk on trade receivables included a
major counterparty accounting for 100% of the trade
receivables). The Group has closely monitored the
recoverability of the receivables from these
counterparties and taken effective measures to
ensure timely collection of outstanding balances. The
Group has not obtained collateral from customers.

In addition, the Group had concentration of credit risk
on its liquid funds as 94% (2021: 99%) of bank
balances were placed with four (2021: four) banks.
However, the credit risk on liquid funds is limited
because management believes the counterparties
are reputable banks with high credit quality.

The Group is exposed to the concentration of
geographic risk on revenue which is generated mostly
from customers located in the PRC. The Group has
closely monitored the business performance of these
customers in the PRC.

The amounts due from related parties, non-
controlling shareholders of subsidiaries and other
receivables are measured at amortised cost. The
credit risk of these financial assets is considered have
not increased significantly since initial recognition.
They are subject to the ECLs model and the loss
allowances limited to 12 months ECLS. After applying
the ECLs model, no additional loss allowance (2021:
additional loss allowance of approximately
HK$35,000) has been charged to the profit or loss
during the vyear.

T _F+-A=1+—HIEFE

7.

EMTITE @)
(b) BEEREEEERKE (&)

R ()
R=F=—F+=A=+-0 %%
ERE RS X LYo
(Ceo—f  BRE SR

ERRaE—2hEEE SRR 100%
ZEBRZHFT) AREEZTYE

RAREXHHF T IEL 2 BKRERR
Z AW EE S - 3 BREA R HE b R AR
Re b5 Y 3] 1 AR W [B] 2 45 5 - AR B
EARFPEISEMRD

N AREENEERBERRER
HESD - 94%5’]%&17%%&1(_ = —
F 99%)??5&#@%%&??(:;:*
F:ER) - CRBASEER
BAER - I%af@*ﬁ%ﬁim\%ﬁ
BRIT - EEEES/RIT
REBAAERS Z HISRABRES
EHARBREZREBMNRFPEZES °
AEBERYERZETRAEF 2 ¥
BRH -

FEA BARsE 77 2 SROR - FEURH B A R 3F
PERR AR 2 SRR I E At R MR AR R 9 4%
BEXAGTE REVBEEZER
[\ B 1% AR 4 B 4 25 HE SR A BRI R KR
g 2ERAARBHREEEERE
BRBRR12EABHREEBRZER
BEMARR - ERARMEEBEER
& FRAERIMNEEBEB(ZFT—_—
F RN R R E4935,0008 ) B 1R
AR ©
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7. FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and
policies (Continued)

Equity price risk

The Group is exposed to equity price risk through its
investments in listed equity securities. The
management manages this exposure by maintaining
a portfolio of investments with different risks. The
Group’s equity price risk is mainly concentrated on
equity instruments quoted in the PRC stock
exchange. Management monitors the price risks and
will consider hedging the risk exposure should the
need arises.

The management considered that the Group’s
exposure to the equity price risk on financial assets at
FVTPL is not significant. Accordingly, no sensitivity
analysis is presented.

Liquidity risk

In the management of liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by the management to
finance the Group’s operations and mitigate the
effects of fluctuations in cash flows. The management
closely monitors the borrowings as well as the cash
flows from operating activities on timely basis. Having
considered the factors and circumstances set out in
note 3(b) to the consolidated financial statements, the
directors are satisfied that the Group will have
sufficient liquidity to meet its cash flows requirements
for the next twelve from the end of the reporting
period.

The table below analyses the Group’s financial
liabilities into relevant maturity groupings based on
the remaining period at the date of the consolidated
statement of financial position to the contractual
maturity date. The amounts disclosed in the table are
the undiscounted cash flows. Balances due within 12
months equal their carrying balances, as the impact
of discounting is not significant.

A B IE R R R

T _F+-A=1+—HLFE

7. EMIA@®m)

(b)

MEEREEERRBK (#)

REEKRER
REBREIRE IR AEH & LR
BERk BEE#IFRBRT—HKRE
HAENEB AR - ZIKE@E’JJ&{EH
ZEFRPEBFLFRZATRED
k$1ﬂ°gf$F REKRER - I
%Kﬁﬁ%%%ﬁﬂﬁﬂ&

ERERR ARERERZEQFEA
Ba s MBEEMARZ ZRABRE
il REKX - Fitt - &2 5| 8RE
DT °

REELER
EERPETEARE  NEBEEY
HEE EEJ!%EZ%E%’J%$%I%E%

HESZRERREEFEY  WHE
Ren8RHzTE EREGNK
B EEEBEAREE TS 2 RSN
B o KERIF A B MM 1 30)H
JlcEAERBER  EFEHEAEERN
HREMERE T _ERABEE 2RI
RRAZEIHBESREENL -

TRENGEMBRAKXRBHPESLD
E'JE@EE’JT'J?%HHBE FEERAIEA
HEIMAEENMKEE - RAE
%m%ﬁ%*%ﬁﬁﬁm°ﬁm%ﬁ
FETNK - RN 1218 A R E| B ) 4 64
FRNEREAAER ©
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7. FINANCIAL INSTRUMENTS (continued) 7. €@MTA@®)
(b) Financial risk management objectives and (b) BBEMBEEEERBEE)
policies (Continued)
Liquidity risk (Continued) TEEL R (&)
Liquidity table REEER
Weighted More than  More than Carrying
average  Ondemand  1yearbut 2 years but Total amounts
effective  orless than less than less than undiscounted as at
interest rate 1year 2 years 5years  cashflows 31December
R+=A
METH BERS  SMER  SR2ER AEERE  =t-B2
Yk HRE HR2E HR5E HEAH REE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT AT AT T T
2022 —E-CF
Trade and other payables ERTE SR N/ATER 19,824 - - 19,824 19,824
E RS
Amounts due to a related party BN —fE A 2
B
— nonnterest bearing —MHE NATER 313 - - 313 313
Amounts due tonon-controlling  FERHHEA AFEEH
shareholders of subsidiaries ~ EREZFE
— non-interest bearing —THE N/ATER 973 973 973
Lease liabilities HERRE 4.75-11.29 614 497 - 1,11 1,001
21,724 497 - 22,221 22111
2021 “BT-f
Trade and other payables JERTE SR NATER 26,270 - - 26,270 26,270
AfRENER
Amounts due to related parties B 2 518
— non-interest bearing —NHE NARNER 6,460 - - 6,460 6,460
Amounts due to non-controling  FERHER RIZEEH)
shareholders of subsidiaries ~ MRE 28
— non-interest bearing —MHE NATER 431 - - 481 181
Lease liabilties HEER 475 984 207 - 1191 1,162
34,195 207 - 34,402 34,373
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8. SEGMENT INFORMATION AND REVENUE

(a)

Reportable segments and reconciliation of
reportable segment revenue, profit or loss,
assets and liabilities

The Group determines its operating segments based
on the reports reviewed by the chief operating
decision-makers (the “CODM") that are used to make
strategic decisions.

During the years ended 31 December 2022 and 2021,
the Group has two reportable segments. The
segments are managed separately as each business
offers different products and services and requires
different business strategies. The following summary
describes the operations in each of the Group’s
reportable segments:

. Mobile phone business
o Mining business

Corporate expenses, corporate assets and corporate
liabilities are not allocated to the reportable segments
as they are not included in the measure of the
segments’ profit or loss, segments’ assets and
segments’ liabilities that are used by the CODM for
assessment of segment performance.

A B IE R R R

B+ -A=Z+—HLFE

8. AMER KU

(@)

2RI BRATLEIWWzE - B
- EERRBEZHEK

AEBERHELREREZETEE
BRRE(XREERRE]BEHZ
WEBEHLEDE °

RZEZZFR_FTZ—F+=H
=+—BULEFERN AEEHEEME
2R - BN SEBRETRE
m &R - B EERIAR 2 EB
REE - MEDBIORAEE - ATHE
ZHMAEESER2F D2 EE -

s BIHEHEEK

o REEET

HAREESE ﬁ-_\ﬁ;ﬁﬁﬁﬁz\ﬁﬁfi
WEREFAEELERRETEDH
RERFERzHEER "\*lgé?&
’\“BE{EZJEW WAE B D

SA2EH

161



China Fortune Holdings Limited / 2022 Annual Report

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS SRR M RE

For the year ended 31 December 2022 #iE2 - -4+ _-_A=+—HIFE

8. SEGMENT INFORMATION AND REVENUE 8. SEERKULRS (&)
(Continued)
(@) Reportable segments and reconciliation of (@ TE2HIFRAZH/oMBUE - B

reportable segment revenue, profit or loss,
assets and liabilities (Continued)
For the year ended 31 December 2022

W BEERAGEZHERE)

BE—E-__F1t-A=1+—HLFE

Mobile phone Mining
business business  Unallocated Total
CEEEES FRER KR b
HKS$'000 HKS$'000 HKS$'000 HK$'000
TER FET TET FET
Reportable segment revenue pEE SR e 80,576 - - 80,576
Reportable segment loss 2R PEE (5,791) (1,018) - (6,809)
Unallocated corporate income KABREERA 2,496
Unallocated corporate expense ROREERT (16,073)
Loss before tax BHBIER (20,386)
Reportable segment assets NE2RHBEE 10,422 999 - 11,421
Corporate and unallocated assets PERRDIREE 4,326
Total assets EEES 15,747
Reportable segment liabilities PEE G-I (4,737) (14,734) = (19,471)
Corporate and unallocated liabilities rERRAEREE (5.626)
Total liabilities BEEE (25,097)
Other segment information R D HEH
Depreciation of plant and equipment BERRENE - 2 7 9
Depreciation of right-of-use assets FRESENE 368 - 992 1,360
Impairment loss recognised inrespectof ~ SAEWE FEZ L EAEYR
trade and other receivables, net TERZRESEFE 305 - 10 315

Share of results of an associate PME—FBERRZ £ (7 = = (7)
Loss on disposal of a subsidiary HE—RHBARER 942 - - 942
Loss on termination of lease contract REANRILZ BB 153 - - 153
Additions to non-current assets ERBEERE 1,031 - 1,227 2,258
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8. SEGMENT INFORMATION AND REVENUE
(Continued)

(@

Reportable segments and reconciliation of
reportable segment revenue, profit or loss,
assets and liabilities (Continued)

For the year ended 31 December 2022
(Continued)

Notes:

@)

The unallocated and corporate income mainly included
miscellaneous income and other corporate income.

The unallocated and corporate expenses mainly included
fair value loss on financial assets at fair value through
profit or loss, salaries and allowances and other
corporate expenses.

The unallocated corporate assets mainly included plant
and equipment and deposits for the headquarter in Hong
Kong.

The unallocated corporate liabilities mainly included lease
liabilities for the headquarter in Hong Kong, accrued
salaries, professional fee and audit fee.

Additions to non-current assets consists of additions to
plant and equipment and right-of-use assets.

8. AMERKUZ &)

(@ TWEHRIBRA2Ho WU - 8
W BEERAGEZHERE)

BE—E-__HF#+-A=1+—HILFE
(&)
et -

@  ARABEERATZBEMBRARE
fbREA -

b  AROBEEMXEIZBERATETA
BEsUBEEZAFERSE HFEk
RN E MR o

© FORCLAETBOEEEREBR
EBREBES -

@ AKROBRCEXEETZEEEBEN2HE
ERE EBiFHFE BEERAREK

@ ABIRBDEECEREBE LREN
NAEREEE -
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8. SEGMENT INFORMATION AND REVENUE 8. SEERKULRSE (&)
(Continued)
(@) Reportable segments and reconciliation of (@ TE2HI>TRAZH/oMBUzE - B

reportable segment revenue, profit or loss,
assets and liabilities (Continued)
For the year ended 31 December 2021

W BEERAGEZHERE)

BE—E-—F1t-A=1+—HLFE

Mobile phone Mining
husiness business Unallocated Total
BEEEES FRER ROR Bt
HK$'000 HK$'000 HK$'000 HK$'000
FET FEL FEL FEL
Reportable segment revenue DES:GEen 79172 = = 79,172
Reportable segment loss NE2EHHER (1,299) (1,034) = 2333
Unallocated corporate income KAREERA 2,227
Unallocated corporate expense RAMBERT (14,167)
Loss before tax BEAIER (14,273)
Reportable segment assets E2RHBEE 14,339 1811 - 16,150
Corporate and unallocated assets rERKRAREE 31,362
Total assets BERE 47512
Reportable segment liabilities N2RHHEE 9972) (15,685) - (25,657)
Corporate and unallocated liabilities PERRDIEAE (10,716)
Total liabilities BERE (36,373)
Other segment information HtpHEHR
Depreciation of plant and equipment BERSERTE - 2 6 8
Depreciation of right-of-use assets FREEENE 431 = 210 641
Gain on disposal of plant and equipment MR Rk 2 e - (32) = (32)
Impairment loss recognised inrespectof — SHEWE SRR EAEYR
trade and other receivables, net TR REBRTE (3%) = - (356)
Share of results of an associate Mi—BBENREE 74 - - 74
Waiver of other payables HE A hERER - - (1,250) (1,250)
Additions to non-current assets FRBEENE 464 6 1129 1,599
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8. SEGMENT INFORMATION AND REVENUE
(Continued)

(@

Reportable segments and reconciliation of
reportable segment revenue, profit or loss,
assets and liabilities (Continued)

For the year ended 31 December 2021
(Continued)

Notes:

@)

The unallocated and corporate income mainly included
waiver of other payables, miscellaneous income and
other corporate income.

The unallocated and corporate expenses mainly included
fair value loss on financial assets at fair value through
profit or loss, salaries and allowances and other
corporate expenses.

The unallocated corporate assets mainly included plant
and equipment and deposits for the headquarter in Hong
Kong.

The unallocated corporate liabilities mainly included lease
liabilities for the headquarter in Hong Kong, accrued
salaries, professional fee and audit fee.

Additions to non-current assets consists of additions to
plant and equipment and right-of-use assets.

8. AMERKUZ &)

(@ TWEHRIBRA2Ho WU - 8
W BEERAGEZHERE)

BE S —F{_HA=1—HIFE
(#48)
Hist -

@ AROBEEWRAXZBERPEMEN
BRAR - FETERA R B ZEIRA o

)  ROEEEFAXEZBEZEAFETA
BRcWBEELATEER Fek
AR H A BRI -

© AROBEGXEAETZBEMELRER
BREREE -

@ AKRORGCXERTZEEEBENHE
ERE EBitHe BXERAREE
o

© AEFRBEECIBERNEME LREN
REREEE -
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8. SEGMENT INFORMATION AND REVENUE 8. SEEFR RS @)
(Continued)
(b) Geographical information (b) tHhigER

The information about the Group’s non-current assets
by location of assets are detailed below:

ERAASEREEMES D ZIFRE
BEZFAERESIIMT

2022 2021
—E-= —E-—F
HK$'000 HK$'000
FHET FEIT
Hong Kong B 919 1,277
PRC A 3,551 3,470
4,470 4,747
(c) Information about major customers (c) EBREXEEREFz2ER

Revenue from major customers, where each of them
accounted for 10% or more of the Group's revenue,
are set out below:

KEXERFEFHMEm(RESBHELAS
Bz 2 10% kA F) - #EanT -
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2022 2021
—E=-= —E-—F
HK$°000 HK$'000
FHET TF&T
Customer A EFEA 39,522 N/A AN A *
Customer B ®FB 21,698 N/ATEA *
Customer C BFEC 10,935 N/AT @A *
Customer D EFD N/A 3B # 43,444
Customer E ®FE N/A FE R # 10,779
Customer F EPFF N/A 3B A # 10,710
* The corresponding revenue in the year for this customer RZFEREZE P 2 HAWN S AR E
did not contribute over 10% of the total revenue of the e B R A 10% ©
Group.
5 The revenue in the year for this customer did not RAFEREZEF 2 WEHAEER

contribute over 10% of total revenue of the Group.

Yegs B BRI TR 10% ©
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8. SEGMENT INFORMATION AND REVENUE 8. SHMENKUES &)
(Continued)
(d) Revenue (d) Wz
In the following table, revenue is disaggregated by RTERA: WEKRTEWETE - =
primary geographical market, major products and ZEMMEEEREE DT

timing of revenue recognition.

Disaggregation of revenue from contracts with EFEEHNEDT
customers

Trading of mobile phone and
related accessories

EERHEERIEHEERN
2022 2021
—E-C-F —E-—4F
HK$’000 HK$'000
FHET FEr
Geographical market & 5
PRC H 41,054 70,341
Hong Kong B 39,522 8,831
80,576 79,172
Major product FEEmM
Mobile phone and related accessories BB E i R AE R 80,576 79,172
Timing of revenue recognition i 228 T 2 P
At a point in time MNE B2 80,576 79,172
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9. OTHER GAINS AND LOSSES, NET

9. Hitlz=RERFEHE

2022 2021
—E--F —E-—4F
HK$’'000 HK$'000
FET FEr
Exchange gain b H e 51 190
Fair value loss on financial assets at fair BATEFABRCMIEEE
value through profit or loss NEEEE (375) (1,710)
Wavier of other payables o0 B Ath FE ST BR SR - 1,250
Loss on deregistration of a subsidiary TN B AR ZEE - (5
Gain on disposal of plant and equipment  HEME Ri&E 2 KzS - 32
(Impairment losses)/reversal of impairment  F&U & 5 B 2% & E A 8 Uk iR 50
losses on trade and other receivables, 2 CREER), RIEE B
net B 58 (315) 356
Impairment losses on amount due froma  JEUHI B A &) — & FEFERRAR
non-controlling shareholders of FIB BB EE (BaE 25)
subsidiary (note 25) = (35)
Gain on bargain purchase arising from Uy B — A& A R E
investment in an associate at acquisition ~ E4 7 B U EE IS
(note 20) (Ktat20) - 394
Loss on termination of lease contract HBIEHREEHEE
(note 19(a)) (K1:E 19@a)) (153) -
Loss on disposal of a subsidiary (note 31)  H&—REHNBR R ZEE
(Kt3E31) (942) =
Others HAi 47 -
(1,687) 472
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10. FINANCE COSTS 10. BEERA
2022 2021
—E-—F —E-—F
HK$'000 HK$'000
FET FHEIT
Interest on lease liabilities HEBEZHE 160 33
Imputed interest on loan from a related RE—R@E T 2 ER2HE
party RS - 152
160 185
11. LOSS BEFORE INCOME TAX 1. BREAEHAIEE
2022 2021
—E-CF —E—F
HK$’000 HK$'000
FHET FAEIT
Loss before income tax is arriving at after B ATSEERIEIBE k%~
charging/(crediting): (FtA) T3I&E -
Staff costs BT A
— Directors’ emoluments —EEME 3,388 3,361
— Other staff costs — Hi B T
— Salaries and allowances for other — BB TH o KERL
staffs 8,346 4,057
— Performance bonus — RIRTELL - -
— Retirement benefit scheme — RIREFHEIE K
contribution (excluding directors) (TBIEES) 176 225
11,910 7,643
Auditor's remuneration = EREM N & 979 843
Cost of inventories recognised as expenses =R AR S 2 FEKA 80,273 79,034
Depreciation of plant and equipment = MR T E 9 3
Depreciation of right-of-use assets FREEENE 1,360 641
and after crediting: MEGFTA -
Interest income A EHA (98) (127)
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12. INCOME TAX EXPENSE 12. Fh8#HBEAX

The amount of income tax expense in the consolidated
statement of profit or loss and comprehensive income
represents:

HAREMEHARARAZAERAXEHE

2022 2021
—ZE_— —E-—4F
HK$’'000 HK$'000
FET FEr
Current tax — Hong Kong Profits Tax RVERT I — BB RS
— Tax for the year — FEHIE 3 1
Hong Kong B8

Under the Hong Kong two-tiered profits tax rates regime,
the first HK$2 million of profits of qualifying corporations
are taxed at 8.25%, and profits above HK$2 million are
taxed at 16.5%.

PRC

The Group’s major operations are being carried out through
its subsidiaries established in the PRC and subject to the
Enterprises Income Tax (“EIT”) rate of 25% (2021: 25%),
unless preferential rates are applicable in the cities where
the subsidiaries are located.

On 18 January 2019, the Ministry of Finance in the PRC
issued notice no. 13 of on the Implementation of Inclusive
Tax Reduction Policies for Small and Micro Enterprises.
Corporations with annual taxable income of less than RVMB3
million are qualified for this tax concession. From 1 January
2019 to 31 December 2022, the first RMB1 million of annual
taxable income of the qualifying corporation will be taxed
at 5%, and further RMB2 million annual taxable income will
be taxed at 10%. Certain PRC subsidiaries of the Group are
entitled to this tax concession during the year ended 31
December 2022.

No PRC EIT has been provided for the year ended 31
December 2022 (2021: Nil) as there was no assessable
profits incurred by the Group’s subsidiaries established in
the PRC for the year.
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BREEENSHMMAS SEKRLES
2,000,00078 7T 2 Ji H) 5 12 8.25% ) 5t =K 8%
i - M &8 #52,000,0007% TT 2 & I Bl A i
16.5% HY T R E T -

P

AREBFEBENPEK 2 BARETE
EEWE - WHEK2S%(ZTZ—F : 25%) 2
CEMSHR(TEEREHRD) RERT - HEE
BN EERARZEM B RS TARRSD o

RZZ—NAF—A+N\R  FREFERILEL
R B M/ MR 2 T R IR UOR R BUR R 5
13BN FEERRBABRRARE
3,000,000 THI XA ERZHLBBES -
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=+—H: ' 6&%EEH AR1000000
T FE R A B IRS% TR EEE - M
H % A R ¥ 2,000,000 7T H) F Z FE R WA
HHZ 10% R - AEEETHREWEQ
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For the year ended 31 December 2022 #HZE —

A B IE R R R

TZFFT A=+ —HLFE

INCOME TAX EXPENSE (continued) 12. FABHEA @)
The income tax expense for the year can be reconciled to RNEEFE ZFAEHEY AJHEIERRGES2EI
the loss before income tax per the consolidated statement AR ZBFEMAIEESENT
of profit or loss and comprehensive income as follows:
2022 2021
—=g-= T4
HK$'000 HK$'000
FET FET
Loss before income tax FRFTSTRRIEE (20,386) (14,273)
Income tax credit at the domestic income & AR AT FLFL R 25% (— =
tax rate of 25% (2021: 25%) (note below) 5 25%)FTE AT ﬂﬂ
o (T XM aE) (5,097) (3,568)
Tax effect of non-deductible expenses DEIE w;ﬁszzw‘%%; 2,136 1,136
Tax effect of non-taxable income BARGIA 2 R IF 2 (109) (723)
Tax effect of tax losses not recognised and AR FER T B & 18 M BT 5
utilisation of tax losses and deductible EE R AN R =T
temporary differences Mg & 3,273 2,627
Effect of different tax rates of group entities REMENEERLIE Y &
operating in other jurisdictions ERTRNE 22 (184) 511
Tax effect of tax concession ﬁfdlﬁﬁ BB (15) =
Tax effect of share of results of an DR E N B S 2 B
associate 2l (1) 18
Income tax expense FrigfifA s 3 1
Note: The domestic income tax rate represents the EIT rate where the Hiet - NI HHEEASBAT S EHBERA 2

Group's operations are substantially based.

At the end of reporting period, the Group had estimated
unrecognised tax losses of approximately HK$183,564,000
(2021: HK$175,356,000) available for offsetting against
future profits. The tax losses are subject to the final
assessment by the tax authorities in the respective
jurisdictions where the tax losses arising from. No deferred
tax asset has been recognised in respect of the estimated
unused tax losses due to unpredictability of future profit
streams. Included in unrecognised tax losses are losses of
approximately HK$30,981,000 (2021: HK$22,773,000) that
may be carried forward for a period of five years from their
respective year of origination. The remaining unrecognised
tax losses may be carried forward indefinitely.

EMSHBE -

RIERR - ANEE G AERINAR S
F) 2 i# R W R B 1B B 48 49 /5 183,564,000 7
TE(=F = —4F : 175,356,000 7T ) ° I8 E
BAFELERIEBENEERERENTE
HeRAE R BT RL o Fa R B IA T8 AR 2% F
FOR - B EEFEFT AT 2 MR B AR I
BERERELCHEELE - st ARBRHIEE
182 5184975 30,981,000/ T (T = —4 :
22,773000%7T) - JAEASFEREER
F o FIT R ARRERTHIEEIE Bl °] £EFR A4S
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12.

13.

172

INCOME TAX EXPENSE (continued) 12. FiSHMAX (&)
At the end of reporting period, the Group also had REREEAR - NEFE A A N B 2= 584
deductible temporary differences of approximately 4,952,000/ 7o ( =& = — & : 5,357,0007%
HK$4,952,000 (2021: HK$5,357,000). No deferred tax asset TC) c R K R ELE) A Al F0 Bl B R = 58 B
has been recognised in relation to these deductible DR SHER B R F - MU EFRZETNHRY
temporary differences as it is not probable that taxable EBERELERIBEE -
profit will be available against which the deductible
temporary differences can be utilised.
DIRECTORS' AND CHIEF EXECUTIVE'S 13. EERTFETHAEHS
EMOLUMENTS
The emoluments paid or payable to each of the six (2021: FRNEMKERTFAU(ZE—F : 1)
seven) directors during the year were as follows: BEXEZHMEMT
Fok
Lau Siu  Law Chun Lo Hou  Wai Ming, Leung
Ying Kwan* ~ WangYu  WaiShun*  Zhenyang Eddie*  Wai Hung* Total
AhE Bt I8 s GRE B PR @it
(note 1) (note 2) (note 3)
(Hit1) (Hizt2) (Hi3t3)
HKS000  HKSO00  HKSOO0  HKSO00  HKSOO0  HKSOOD  HKSOOO  HKSO00
TE7 FAT FEr FAT FEr FAT TAT &7
2022 —E-CE
Fees s - 125 - 125 20 = 125 615
Salaries and allowances HeRER 2,219 - 452 - - - - 2,731
Performance related incentive  RERBENES
payments - - - - - - - -
Retirement benefit scheme REBHEEIER
contripution 6 = 36 = - - - IY)
Total emoluments HenE 2,285 125 488 125 240 - 125 3,388
2021 —B--f
Fees wé - 125 - 125 204 5 60 570
Salaries and allowances TR 2279 - 47 - - - - 2751
Performance related incentive  RIBMRERNES
payments - - - = - - - -
Retirement benefit scheme RIEBHEEIER
contribution 3 - 37 - - - - 40
Total emoluments FouE 2282 125 509 125 204 5 60 331

*  Appointed as independent non-executive director.

* BERERBYIFTES -
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13. DIRECTORS’ AND CHIEF EXECUTIVE'S 13. EEREFETBASME @)

EMOLUMENTS (continued)

Notes: Bisr

1. Mr. Hou Zhenyang was appointed as the non-executive Director 1. BEXLEENR-_E-_TEENA—BEEZEEAX
of the Company on 1 September 2020, and was redesignated to NEFEATEERRN T —FWA+NBHA
executive Director on 19 April 2021. FARITES -

2. Mr. Fok Wai Ming, Eddie was appointed as the independent non- 2. ERPEEN_Z-_ZTEANA—BEZFAK
executive director of the Company on 1 September 2020 and NABYFATEE  WR_FE=—F A
passed away on 12 June 2021. + = HEHl -

3. Mr. Leung Wai Hung was appointed as the independent non- 3. REBEEN - —FLANAEZTARK
executive director of the Company on 9 July 2021. RRABIUIFENITES -

The Chief Executive Officer and executive directors’ EXFIRERRITE RRITESZME AR

emoluments shown above were for their services in ERMEEARRN R NS B EHEATIRM 2 B o

connection with the management of the affairs of the

Company and the Group.

The non-executive directors’ emoluments shown above FXFIRIERITEE 2N AR EEAARA

were for their services as directors of the Company and its RIEENEMNB AR (ER) 2B -

subsidiaries, if applicable.

The independent non-executive directors’ emoluments ENRIRBNIENITESE YN I BRI S
shown above were for their services as directors of the EERAREEZ B -

Company.

There was no arrangement under which a director or the FRN - BEEEHEHEHNITENEXKRER
chief executive officer waived or agreed to waive any EEAME L5 -

remuneration during the year.
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14. EMPLOYEES' EMOLUMENTS 14. EEM2
Out of the five individuals with the highest emoluments in REFBRUESHFATH  HER(ZE
the Group, two (2021: two) were directors of the Company Z—F M) AEARRES  EMeHER
whose emoluments are included in note 13 above. The EXHIEFER e B T = (== —5F : =)
emoluments of the remaining three (2021: three) individuals ALTZBESHT

were as follows:

2022 2021
—E-CF —E—F
HK$°000 HK$'000
FET FAT
Salaries and allowances e RoER 1,859 1,741
Performance related incentive payments  RIFIHRIE R ES - =
Retirement benefit scheme contribution RIKERIFT I K 54 54
1,913 1,795
Their emoluments were within the following band: ZEREZMEN T T IIEE
2022 2021
—E=-= —E-—F
Number of Number of
employees employees
EE®H EE®A
HK$nil to HK$1,000,000 T L= 1,000,000 7T 3 3
None of the five highest paid individuals waived any RAFERBEFEN AUz HALH
emoluments in current and prior years. ERZEWEEMB S -
During the years ended 31 December 2022 and 2021, no RZEZ—FR-F-_—F+=A=+—H
emoluments were paid by the Group to the five highest EFEA  AREERAUSESFAT(E
paid individuals, including directors, as an inducement to BES)INEAME  EABEREZNA
join or upon joining the Group or as compensation for loss SHTE AN S B e 2 B sk fE R BB R (2 o
of office.
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15. DIVIDEND

16.

No dividend was paid or proposed for ordinary
shareholders of the Company during the year ended 31
December 2022, nor has any dividend been proposed since
the end of reporting period (2021: Nil).

LOSS PER SHARE

(a)

(b)

Basic loss per share

The calculation of basic loss per share for the year
is based on the loss for the year attributable to
owners of the Company of HK$14,372,000 (2021:
HK$9,928,000) divided by 183,555,888 (2021:
175,702,914) ordinary shares in issue during the year.

The weighted average numbers of ordinary shares for
the purpose of basic loss per share for the year
ended 31 December 2021 has been adjusted for the
share consolidation under Capital Reorganisation and
the Rights Issue completed on 11 January 2021 and
10 February 2021, and details of which are set out in
note 28(a) and 28(b), respectively.

Diluted loss per share

No diluted loss per share is presented as there are no
dilutive potential ordinary shares in issue for each of
the years ended 31 December 2022 and 2021.

15.

16.

g2

HE_Z_—_F+-_A=t+—HLEFE K
AR ER T AR FR TR EIRRE - B
HEBARURMERREMRE(ZEZ—
FfE) e

BRER

(a) EREREE
FAERERNGEDRERNQR#ES
A FE(EF A ETE 14,372,0008 T (= F
——%F : 9,928,000/ 70) B A F A E B
17 & 3@A% 183,555,888 (- T — —4F :
175,702,914 %) 5+ &

EEsE—_ZT-_—F+_A=1+—H
IEFESRERBENINETH LB
BEE SR _FE_—F—A+—H
R—ZZE-—F_A+HBEBERAEH
RE TR 2 HRIEDL 2 ’&HE M A
o HRAFFIBEMN M 28(a) & 28(b) ©

(b) SBREEEE
REEZE-__R-_F=-_—F+=A
=t+t—HLFE BHREFANEEDS
BOTLRREE - SUORA 25 ERE
SEEE -
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17. PLANT AND EQUIPMENT

17. ENRRME

Furniture,
Leasehold fixtures and

Motor Construction

improvements  equipment vehicles in progress Total
BH - #E
HEXE k& RE HRIR @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET
COST R
At 1 January 2021 RZE-—F
—H—H 4,294 2,532 2,112 6,469 15,407
Exchange adjustments B 5 55 137 67 17 217 438
Additions NE 22 6 - - 28
Disposal of subsidiaries HERBAR - (315) = - (315)
At 31 December 2021 RZE=—F
+=A=+-8 4,453 2,290 2,129 6,686 15,558
Exchange adjustments B % A% (341) (144) (0N (543) (1,069)
Additions NE - 13 - - 13
Disposals RE - 2) = = 2)
At 31 December 2022 i —e2
+-A=+—-H 4,112 2,157 2,088 6,143 14,500
ACCUMULATED DEPRECIATION Z:HE K E
AND IMPAIRMENT
At 1 January 2021 R-—Z-—%—HF—H 4,294 2,527 2,091 6,469 15,381
Exchange adjustments T B 137 66 16 217 436
Provided for the year FERE 4 4 - - 8
Eliminated on disposal of &R B A R
subsidiaries - (315) - - (315)
At 31 December 2021 i
+=A=+-8 4,435 2,282 2,107 6,686 15,510
Exchange adjustments BN AR (341) (143) (39) (543) (1,066)
Provided for the year FREEE 4 5 - - 9
Eliminated on disposals T E R 3 = @) = = 2
At 31 December 2022 i ——
+-A=+—-H 4,098 2,142 2,068 6,143 14,451
CARRYING VALUES REE
At 31 December 2022 i ——
+=A=+-8 14 15 20 - 49
At 31 December 2021 RZE-—F
+-A=+-8 18 8 22 - 48

176



TEREZERERDE / —SE-FFR

NOTES TO THE CONSOLIDATED F|NANC|AL STATEMENTS
n'.R jﬁ*&%pﬁ -‘I

For the year ended 31 December 2022 2= -—F+—-_A=+—HILFE

18. MINING RIGHT 18. iR
HK$'000
FET
COST M
At 1 January 2021 R—E—_—F—H—H 437,920
Exchange adjustments b H R 14,720
At 31 December 2021 R—E—_—F+-A=+—H 452,640
Exchange adjustments IS (36,800)
At 31 December 2022 RZE_=—F+=-HA=+—H 415,840
ACCUMULATED AMORTISATION AND A2t EERRE
IMPAIRMENT

At 1 January 2021 R-—ZF-_—F—H—H 437,920
Exchange adjustments M 54, 8 B 14,720
At 31 December 2021 RZE-_—F+=-_A=+—H 452,640
Exchange adjustments bE H AR (36,800)
At 31 December 2022 R-E-_—_F+-_A=+—H 415,840
CARRYING VALUE BREE
At 31 December 2022 RN-_ZE-_—F#+—-HA=+—H =
At 31 December 2021 RZE-_—F+_-_A=+—H =

The mining right represents the right of & A 8 3 T8 ¥ ([BERXEAEEREER AT ([ERREE]) -
B PR A7) (Huangshi Sifa Mining Company, “Sifa Mining”) to  HRASR Bt S = A mHETEEREE - WREZE
conduct mining activities in Huangshi City, Hubei Province, —ZZh®+—-_A=+—RHIFFERIKE -

the PRC which was acquired during the year ended 31

December 2009.
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18. MINING RIGHT (continued) 18. FRURHE (@)
Mining exploitation/operating permit BRIE S ol %

After the expiration of a 5-year mining exploitation permit
on 25 September 2012, Sifa Mining renewed the mining
operating permit for 2 years from the Ministry of Land and
Resources of the PRC (HF2E A B 2702 B + &R #0) ("MLR"),
under which Sifa Mining was allowed to carry out
exploration activities only, but not exploitation activities.
The latest 2-year mining operating permit was expired on
25 September 2016. Since then, the Group had been
preparing for the application of renewal for the mining
operating permit.

On 21 December 2017, the Department of Land and
Resources of Hubei Province of the People’s Republic of
China (the “DLR") issued an announcement (the “DLR
Announcement”) in respect of the deadline of application
of renewal for the expired mining operating permit. The
DLR instructed the owners of the expired mining operating
permits as identified in the DLR Announcement had to
furnish the application procedures for the renewal before
28 February 2018. If the owners fail to do so, they were
required to de-register the mining operating permits before
31 March 2018 by themselves or the DLR will de-register
their permits instead. The Group, through its lawyer,
submitted a letter on 8 February 2018 to the DLR for the
clarification of the Group's situation on whether the Group
was allowed to extend the renewal application deadline or
submit a new application for the mining operating permit in
future.

Up to the date of the 2017 Annual Report, the Group had
not received the reply from the DLR and was not able to
furnish the application before the deadline. The directors of
the Company were of the opinion that there was a material
uncertainty on whether the Group would be successful in
the future application for the mining operating permit
because of the DLR Announcement.
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18. MINING RIGHT (continued)

Mining exploitation/operating permit (Continued)
The directors of the Company had factored this into their
assessment of the recoverable amount of the Group's
mining right and related plant and equipment, and the
carrying amount of the related deferred tax liability (the
“mining activities related assets and liability”) as at 31
December 2017, and on the assumption that the Group
could not renew the permit, provided a full impairment of
the mining right of HK$174,589,000 and related plant and
equipment of HK$8,965,000 and derecognised the related
deferred tax liability of HK$41,116,000 in profit or loss
during the year ended 31 December 2017.

During the year ended 31 December 2018, the Group,
through its lawyer, has tried to approach DLR by telephone
calls and resubmission of the letter sent in February 2018
for the clarification of the Group’s situation. However, DLR
did not make reply to the Group's enquiries. The directors
were advised by the lawyer that, in accordance with the
rules and regulations in the PRC, the Group has lost its
mining right and no longer entitled to any benefit to be
derived from the mining right and thus, full impairment loss
has been recognised in prior years.

The directors of the Company had carefully reassessed and
reviewed the recoverable amount of the cash-generating
unit of the mining business (the “CGU") to which the mining
right is allocated to and the related plant and equipment
regarding the mining business at the end of the reporting
period and thus, the recoverable amount of the CGU should
be remained as HK$ Nil. At the end of the reporting period,
the Group had provision for close down and restoration
costs for the mine and details of which are set out in note
27.

Though the DLR is unlikely to grant the mining operating
permit extension to the Company nor mining operating
permit to other market participants at this moment,
management is continuously communicating with its
lawyers to resubmit a new application on the extension of
the mining operating permit in the near future.

SRR )

PRIEFT I 28 ()
RAREZEERTEAEER =T —tF+=
RA=1—H 25k R AEERE K&
Bl 5 88 SR AR AR AL 7 18 B B R E A ([ ERIESE
HHEBEERAG]DBEF MERZ - I
BEAEE R EBTUE - A HERE
174,589,000 7T K2 A8 R R 5 5 7% 18,965,000
BIETIRERERE  UTHREE-_Z—+
FH+ZA=+—HLEFERBZTRIUEER
FERIRIER IR & E 41,116,000 87T °

RBEZZ—N\EF+A=1T—HIEFE "
AEBEEBEZMERUBEERENER
RZE—N\FZAEL 2Rt N EEE
TEREE BB AEBZIER - At -
TERBUARCEAEE 2 EH EEEE
SR BEBEPREZERRAG  NEED
REEFBERTBZERBEEE 2 EM
Az Bt - 2ERESER E—FEER -

ARREFCDHFABHNEREHRNREH
ROBREEZFBEBRSELEM ([
%Fi%ih PR b AR B R AR SR A5 O R S B
REZATRESERFESTET - BERS
HIR - AN B AR5 B BA S IR (B AR AN 1T 1%
- BRFBEENME27 -

BEEBELERENKR SRR R L RE
AT EAER - BRI A RE M A 52 B
ERNREAE  EEERERTE R
BETTAR - UL IR R BRI
FTRIEAERAERGE
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19. LEASES

(a) Right-of-use assets

19. 8

(a)

EREEE

Properties lease for own use
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HAYERE
2022 2021
—E=-= —E-—4F
HK$’'000 HK$'000
FHET FE&r
At 1 January ®—HA—8 1,049 110
Additions NE 2,245 1,571
Depreciation e (1,360) 641)
Termination of lease contract BIEHES (906) =
Exchange adjustments bE 5 B (48) 9
At 31 December R+Z—HA=+—8” 980 1,049
Expenses relating to short-term leases B E R X 588 334

The Group has lease various office premises and staff
quarters for its operations. Leases contracts generally
have lease terms of two years. Other office premises
generally have lease terms of 12 months or less and/
or is individually of low value. Lease terms are
negotiated on an individual basis and contain
different terms and conditions. In determining the
lease term and assessing the length of the non-
cancellable period, the Group applies the definition of
a contract and determines the period for which the
contract is enforceable. Generally, the Group is
restricted from assigning and subleasing the leased
assets outside the Group.

During the year ended 31 December 2022, the Group
terminated a lease contract for an office premise in
the PRC. The early termination resulted in a loss of
approximately HK$153,000 (2021: Nil), which is the
net effect of the derecognition of the carrying amount
of right-of-use assets of approximately HK$906,000
(2021: Nil), the derecognition of corresponding lease
liabilities of approximately HK$864,000 (2021: Nil) and
the deposit forfeited of approximately HK$111,000.

AEBCHEEZHBRAEMERET
BEEAHELECLR - HESHNNHE
H—RAMF - Rt A=EMEOE
H—MR A 12 A AT R SAERI &
BEE - HBPRMEREEER - L&
BETRER G - REEHEEFH
RAHE T A BOH AR 2 R - ANE
BEBENZERERETEA AR RS
WITZHE - —RME - ~AEETRF
RASEINEELEHEEEE -

BEZZT-_—_F+-H=1+—HLF
B AEBKRIERFEN—EHAS
FTBEEER . BATKILEEHL
1530008 T (=ZE=—4F : &) 2/B#E
ARIIERATAREENEESEYD
906,000 T (ZE=-—4F : #) » &Ik
ERIAEHEE A FEX864,000% T (=
T —F:EB)RFELAKFSLD
111,000 ¢ °
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For the year ended 31 December 2022 B —Z - —F+ - A=+—HILFE

19. LEASES (continued) 19. #HE @)
(b) Lease liabilities (by HEEE
2022 2021
—E-CF —E—F
HK$’000 HK$'000
FET FEIT
Amount analysed as: DA
— Non-current —ERE 466 205
— Current — & 535 957
1,001 1,162
Lease liabilities payable on: N THEAE
— Within one year ——FR 535 957
— Within a period of more than one year — fBiB—F{BTHBEMRE
but not more than two years 466 205
1,001 1,162
Less: Amount due for settlement within -~ & : REHEEE N 12{EA
12 months shown under current NEIHRAEE IR
liabilities (535) (957)
Amount due for settlement after 12 EREBBBEIETNEIRRK12
months shown under non-current &l A& 2 HA 2 4 H 508
liabilities 466 205
Interest on lease liabilities HEaBZFE 160 33
Total cash outflow for leases HEZRESRLBE 1,648 911
The weighted average incremental borrowing rate HMEREMER 2 NEFIGERE
applied to lease liabilities is 4.75% — 11.29% (2021: EXEB4T5%E1MN29%(ZF = —F :
4.75%). 4.75%) °
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19. LEASES (continued) 19. HE @)
(b) Lease liabilities (Continued) (b) HEAEEBEE)
Lease obligations are denominated in the following MHEAEN T EESE -
currencies:
2022 2021
—E--F T4
HK$’'000 HK$'000
FHET FET
HKS BIT 205 601
RMB AR 796 561
1,001 1,162
As at 31 December 2022, lease liabilities of RZZBZZF+ZA=+—8 " 5t
HK$2,245,000 are recognised with related right-of-use B F A& E2,2450008 (=&
assets of HK$2,245,000 (2021: lease liabilities of ——4%F: #HEA&E1,571,0007% T & 4E
HK$1,571,000 and related right-of-use assets of 8 {52 A & B 1,571,000 % 7T ) W R AR
HK$1,571,000). The lease agreements do not impose EHE224500087C c BRIEBEAFE
any covenants in other than the security interests in MHEEENERERI  HEWRZE
the leased assets that are held by the lessor. Leased WARMBIMEMRZE - HEEENEH
assets may not be used as security for borrowing VEMBRIELR o
pUrpoSes.
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. INTERESTS IN ASSOCIATES 20. REtE QAT 2 ES

2022 2021
—E-—F —E-—F
HKS$'000 HK$'000
FET FHEIT
Cost of investments in unlisted associates R IE_FHEEE N 7 2 IR E KA 2,815 2,421

Gain on bargain purchase on acquisition W — B2 N RIEE 2 &#E
of an associate (note 9) BE W (HaE9) - 394
2,815 2,815

Share of post-acquisition results and other — #{5 UgB&E E 1814 A M H 1
comprehensive income, net of dividend 2EWRE - MBRERRE

received (67) (74)
Exchange adjustments bE X AR (182) 16
2,566 2,757

Analysed as: DR
— Beijing Feiying —tRRE - -
— Guangzhou Tianping — BMNRFE 2,566 2,757
2,566 2,757

183



China Fortune Holdings Limited / 2022 Annual Report

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS SRR M RE

For the year ended 31 December 2022 #iE2 - -4+ _-_A=+—HIFE

20. INTERESTS IN ASSOCIATES (Continued) 20. REE QR Z 2% (@)
Details of the Group’s associates as at 31 December 2022 RZEBE-—F+-_A=+—BR-_ZT-—%
and 31 December 2021 are as follows: TZA=1+—H ' AEEBEARRFER
T

Form of Place of Proportion of nominal

business incorporation/ value of issued capital
Name of associate structure operation held by the Group Principal activities

FEMARL AEERFECRTRAEE
BEAR AR EBERER EEME MBS TERER
2022 2021

—E-CE —E-—F

I RREGERFAERAR  Limited liability  PRC 33.5% 335%  Trading in second-hand mobile
(“Beijing Feiying") company phones and provision of
marketing services
IRREGENBZERAR BREFAH HE 33.5% 3B5% EBE-FHBEEREETSE
([ERRE]) R
BMATRERBEARAR  Limited liability ~ PRC 25% 25%  Provision of fifth generation
(“Guangzhou Tianping”) company wireless communications

technology and related artificial
intelligence services and
short-form video production
BNATRENMEERAR AREELQF HE 25% 2% RESHIRESBERITKESR
(TEMRFE]) AT BRI G R IERUE
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20. INTERESTS IN ASSOCIATES (continued)

Notes:

(a)

Interest in Beijing Feiying

In view of the Group’s share of losses of Beijing Feiying
exceeded its interest in Beijing Feiying and thus, the Group
discontinued to share of the losses of Beijing Feiying and the
financial information of the unrecognised share of losses of
Beijing Feijing is summarised below:

20. RS DT Z2E2S (#)

e -

(@

R 2 R i

ENAEERGIERREEBBBBENIL R
B2 HAKRBCRLEBEILRRES
B ARG RREEBIROMIEE R
T

Year ended Year ended
31 December 31 December
2022 2021
BE-ZT-—fF HE-_T—_—F
+=H=+-—AH +=-—A=+—H
WHFEE IEFE
HK$°000 HK$'000
FET FHEIT
Unrecognised share of loss of associate for — REER D HEEE AR 2 F HNEIE
the year/period - (56)
Accumulated unrecognised share of losses Rt ARFER B 1L 7 RE E518
of Beijing Feiying (11,797) (11,797)

As at 31 December 2022 and 2021, the Group had an amount
due from Beijing Feiying of HK$224,000 (equivalent to
RMB200,000) which was unsecured, interest free and repayable
on demand. This amount due from Beijing Feiying was fully
impaired in prior year based on the accounting policy stated in
note 4 to the consolidated financial statements. There were no
movements of the amount due from Beijing Feiying and the
related impairment loss recognised during the year ended 31
December 2022.

RZE_ZFR-F-_—F+-_A=+—H8H "
7N 55 [ FE Ui Jb 7 7R R 5K B 5 224,000 5% T (48
BN AR 200,00070) @ AEERE - 58 RIE
ERER - RBGAMBHRERMT4TMZ €
SHEER - UL FOREFED 2 8URE - B E
—Eo—F+-A=+—HLFE BRKIERE
FRBE I8 I B R 2 ABRA R E B 1R ) -
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20. INTERESTS IN ASSOCIATES (continued)

Notes: (Continued)

(b) Interest in Guangzhou Tianping

Acquisition of Guangzhou Tianping during the year ended 31

December 2021

On 28 May 2021, &&= ( L&) B & 5 & R 2 7 (Fortune
(Shanghai) International Trading Co., Ltd, “Fortune Shanghai”),
an indirect wholly-owned subsidiary of the Company and an
independent third party (the “Vendor”), entered into a sale and
purchase agreement (the "Agreement”), pursuant to which the
Vendor has conditionally agreed to sell and the Fortune
Shanghai has conditionally agreed to purchase 5% of the equity
interest of Guangzhou Tianping at a cash consideration of RMB1.
In addition, the Company agreed to contribute additional share
capital of RMB2,000,000, representing 20% equity interest in
Guangzhou Tianping (collectively, the “Consideration”), in
accordance with the terms and conditions of the Agreement (the
"Acquisition”). The Acquisition was completed on 17 June 2021

(the "Date of Acquisition”).

Guangzhou Tianping was a company incorporated in the PRC
with limited liability which is in principally engaged in the
provision of fifth generation wireless communications
technology ("5G") and related artificial intelligence (“Al”) services.
It is also engaged in the development of video-sharing social
networking service for the making of a variety of short-form

videos using Al technology.

In the opinion of the directors of the Company, the acquisition of
Guangzhou Tianping enables the Group to further expand
trading and distribution of mobile phones and related

accessories business.

Pursuant to the Agreement and the Article of Guangzhou
Tianping, the Group has the right to participate the policy-
making process of the Guangzhou Tianping. The Group has
accounted for its investment in Guangzhou Tianping as an
associate as management assessed that there is significant
influence as the Group has the power to participate in the
financial and operating policy decisions of the company based
on the Agreement in accordance with Hong Kong Accounting
Standard 28 (2011) Investments in Associates and Joint Ventures

("HKAS 28").

Further details of the above transactions are set out in the

Company’s announcements dated 28 May 2021.
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For the year ended 31 December 2022 #i&2 - - —4+_-_A=+—HIFE

20. INTERESTS IN ASSOCIATES (continued)

Notes: (Continued)

(b)

Interest in Guangzhou Tianping (Continued)

Purchase price allocation upon acquisition of Guangzhou
Tianping during the year ended 31 December 2021

The fair value of the identifiable assets and liabilities of the

20. REtE DT 2R (@)
Biat - (48)
(b) MEMXFEzRERE)

HE—_F—_—F+_A=+—HIFE A)k
FEEINK-FZ BB

RUBBEREE  BMRFZAHNEERE

Guangzhou Tianping as at the date of Acquisition are as follows: B2 AFEWT :
Fair value
recognised
on acquisition
RugiE=E
BEZAFE
HK$'000
FHEIT
Net assets of Guangzhou Tianping BENKRF2EEZRE
Current assets MEVEE 3,793
Non-current assets, excluding goodwill IERBEE  TERERE 16
Current liabilities mENEE (214)
Non-current liabilities FmEALE =
Net assets of Guangzhou Tianping BMNKRFz BEFE 3,595
Proportion of equity interest in Guangzhou Tianping PR BEMR T 2 B R LL o1 25%
Net assets of Guangzhou Tianping attributable to: BMNKFEEEEFE :
— The Group — R&HE 2,815
— Other shareholders of Guangzhou Tianping (note) — ENRT 2 EMARE (A7) 780
3,595
Gain on bargain purchase arising on acquisition of WA EEL 2 EZEBEE R
Guangzhou Tianping 394
Cash consideration for acquisition of Guangzhou Tianping EMRFEEER R RE 2,421

Note: Pursuant to the Articles of Association of Guangzhou
Tianping, the registered share capital of Guangzhou
Tianping was RMB10,000,000. At the Date of Acquisition,
the Company's issued share capital was RMB3,667,000,
the Company and the other shareholders own
RMB2,500,000 and RMB1,167,000 issued share capital of
Guangzhou Tianping, respectively.

Hfat : REBEMRFZEGEREA) - BINK
F 2 5% AN A A R 10,000,000 7T ©
REEEAR - AR BIZEBITRAE
BARE3667,0007C 0 AR A K& EA
MRS RIS BIMNKF 2 BBITRAA
R#2,500,0007T & A R #51,167,0007T °
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20.

188

INTERESTS IN ASSOCIATES (Continued)

Notes: (Continued)

(b)

Interest in Guangzhou Tianping (Continued)

Purchase price allocation upon acquisition of Guangzhou
Tianping during the year ended 31 December 2021 (Continued)

Pursuant to the HKAS 28, the directors of the Company
completed its purchase price allocation relating to the
acquisition of the Guangzhou Tianping during the year. The
Group has appointed an independent professional valuer to
perform a professional valuation of the fair value of the net
assets of the Guangzhou Tianping for the purchase price
allocation at the date of Acquisition.

The fair value of the identifiable assets and liabilities has been
determined on the basis of discounted cash flows calculation
which was based on certain key assumptions. The management
assumed that Guangzhou Tianping will continue to provide 5G
wireless communications technology and related Al services
with its major customers according to the cash flow projection
prepared by the management. The calculation uses cash flow
projection based on financial budgets prepared by the
management covering a 5-year period by applying growth rate
of 2%, and a pre-tax discount rate of 30.4%. The cash flow
projection during the budget period are mainly based on the
expected servicing income during the budget period. Expected
cash inflows/outflows have been determined based on historical
data of past performance and the management’s expectations
for the market development.

Based on the above purchase price allocation, a bargain
purchase gain of HK$394,000 was credited to profit or loss for
the year ended 31 December 2021 which was measured as the
excess of the fair value of proportion share of identifiable net
assets acquired of HK$2,815,000 and the cash consideration of
HK$2,421,000.

Other than those already recognised as assets and liabilities by
the Guangzhou Tianping prior to the acquisition date, the
management considers that no other identifiable intangible
assets, assets or liabilities were identified during the purchase
price allocation process.

All these assumptions and estimations are based on the best
information available to the management of the Company.

20. PAEE
HtaF -

(b)

NG $23C )
(&)
REMKRF Z /% (4F)
BE2 T —F1—A=1—HIEFE FK

BENXFZEEESE (&)
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BERHEDFHVYERRAEREEZRERE
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X HHEHzRe RS EREREEH
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INTERESTS IN ASSOCIATES (Continued)

Notes: (Continued)

(b)

Interest in Guangzhou Tianping (Continued)

Impairment assessment of Guangzhou Tianping

As at 31 December 2022, the directors of the Company
conducted an impairment assessment of the Group's interest in
the associate with reference to a professional valuation based
on value-in-use basis using discounted cash flow approach
performed by an independent professional valuer by comparing
the carrying amount and the recoverable amount of the
associate which was based on certain key assumptions. The
directors of the Company assumed that the associate will
continue to provide 5G wireless communications technology
and related Al services with its major customers according to
the cash flow projection prepared by the management. The
calculation uses cash flow projection based on financial budgets
prepared by management covering a 5-year period by applying
growth rate of 2%, (2021: 2%) and a pre-tax discount rate of
28.1% (2021: 30.6%). The cash flow projection during the budget
period are also based on the expected servicing income during
the budget period. Expected cash inflows/outflows have been
determined based on historical data of past performance and
the management’s expectations for the market development.

Based on the valuation, the recoverable amount of the company
was higher than its carrying amount and thus, no impairment
has been recognised for the year.

All these assumptions and estimations are based on the best
information available to the management of the Company.

Summarised financial information of the Guangzhou Tianping

For the purpose of applying the equity method of accounting,
the management of the Guangzhou Tianping prepared a set of
financial statements based on a realignment of its financial
statements from date of Acquisition to 31 December 2021 and
for the year ended 31 December 2022.

Guangzhou Tianping is accounted for using the equity method in
these consolidated financial statements.

20. RS DT Z2E2S (#)

e -

(b)

(%)

REMNR Tz (&)

BMA T2 BEEA

R_ZE_—F+-_A=+—H AQRAIEEZ
EHEVEEMEMRBURRSREEREE
HEHARE BRI E QR RETTRER
& WHBREE TEE2RRAEE QA RRE
BERAWECHE -REEEEREZRERE
TR AR BERBRRZEE RS EERE
FEXFRHGESBERMIEBALE
BERTS o ZETHE A ERAERERR 2 TFH
MREEREEZRERETA - FRA2% (=
T —F 2% ZBRERBI%B(ZFE = —
F - 30.6%) ZBAAER X - AEHE 2B ENR
ERBITBIBFBE M 2 HHRBUWA - THH
BERA/MEDRBBERAZELER K
EREHMISERTAHRETE -

REME ARRZAKESESNEKE
B FUAREE I EERRE

B ZERE LM HREAAT
ZEREBERHEL -

BEREAE

BMXFRBEHNSE
RIEMEREDE  BMRTFERERERY
BHEXBRBEEHEANE_Z_—F+_H

= t-HARBE_FT-_—_Ft-_A=1+—ALt
FREOABRE—DHMERE -

A BERERANEREA
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20. INTERESTS IN ASSOCIATES (continued) 20. RERE QT 28 )
Notes: (Continued) Kzt - (&)
(b) Interest in Guangzhou Tianping (Continued) (b) REMNXF R (H)
Summarised financial information of the Guangzhou Tianping BEMK P HEEREE (&)
(Continued)
Summarised financial information in respect of Guangzhou BRABMKT 2 B ERBIZHINMT - ToiR
Tianping is set out below which are prepared in accordance with EEBUEMEERRE
HKFRSS.
2022 2021
—E-CF —T-_—F
HK$'000 HK$'000
FET FrT
Current assets mENEE 6,023 7,390
Non-current assets EMENEE 343 305
Current liabilities mENEE (2,666) (3,696)
Non-current liabilities ERB AR = =
Net assets BEFE 3,700 3,999

From date of
Acquisition to 31
2022 December 2021

BEEEASE

—E-—F

—Eo—F +=ZA=+—H

HK$’000 HK$'000

FET FHIT

Revenue & 23,632 9,088

Profit (loss) for the year/period FHRDRF (B518) 26 (296)
Other comprehensive (expense) income for the & /HARIE b 2@ (FIs2) WA

year/period (326) 65

Group's share of profit (loss) for the year/period & B D154 HARS% A (E538) 7 (74)

Group's share of total comprehensive (expense) & BS54 HiR 2 |

income for the year/period (FX) WAz (198) 16
Dividend received from the associate for the F/HM A B % A RIFTSRLE

year/period - -
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20. INTERESTS IN ASSOCIATES (continued)
Notes: (Continued)
(b) Interest in Guangzhou Tianping (Continued)

Summarised financial information of the Guangzhou Tianping
(Continued)

Reconciliation of the above summarised financial information to
the carrying amount of the Group's interest in Guangzhou
Tianping recognised in the consolidated financial statements:

20.

REE QR 2% (&)

Bt - (&)

(b) REMNXFEZRERE)
EMNK TP ERBE (&)

BB ARG R EAR BN RS PR E
B EMNR PR E AR

2022 2021
—E-CF —E-—F
HK$’000 HK$'000
FET FHIT
Proportion share of net assets of Guangzhou DEEMNKFEEREEEFEZ

Tianping attributable to (see note below): EEBI (R TSRt E)
— The Group — AEE 2,566 2,757
— Other shareholders of Guangzhou Tianping ~ — EMXF 2 EfbIRER 1,134 1,242
3,700 3,999

Note: For the year ended 31 December 2022 and 31 December
2021, the Company’'s issued share capital was
RMB4,192,000, the Company and the other shareholders
own RMB2,500,000 and RMB1,692,000 issued share
capital of Guangzhou Tianping, respectively.

Wt - BEZT=F+-A=+—ALLFE
k—F-—F+-A=+—HILEFE
RRNAIZ BEITRA R/ AR 4,192,000
T AARREAMRRE S RIER BN K
FHE 31T A A R #2,500,0007T &
AR5 1,692,000 7T °
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For the year ended 31 December 2022 #Z—

21. FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

192

T _F+-A=1+—HIEFE

21. BRVFEABRSZMBEE

2022 2021
—E-= —E-—F
Notes HK$'000 HK$'000
KaE FET FEIT
Financial assets at fair value BAFETABLE 2
through profit or loss BEE
Unlisted equity investments JE TR IEIRE (@) 67 67
Unlisted fund investment IELEMESKE (b) 2,042 2,511
Listed equity investments in the PRC Bl 2 F TR ERE (© 557 716
2,666 3,294
Analysed as: DWR
Current assets mENEE 557 716
Non-current assets IERBEE 2,109 2,578
2,666 3,294
Notes: Kt :

The directors of the Company intend to hold these investments
for long term strategic purpose.

Unlisted equity investments are investments in couple of private
entities incorporated in different jurisdictions that engaged in
different businesses. The Group holds 2.44% to 15% in the equity
interest of these private entities.

The directors of the Company intend to hold these investments
for long term strategic purpose.

Unlisted fund investment is the investment of 13.3% in the
equity interest of a fund which focuses on the investment in the
property market, including a property development project
carried in Beijing.

The amounts represent the Group listed equity investments in
the ordinary shares of entities listed on Shanghai/Shenzhen
Stock Exchange. As at 31 December 2021 and 31 December
2022, the fair value of the investments is based on the bid prices
quoted on the Shanghai/Shenzhen Stock Exchange at the end of
the reporting period which are classified within Level 1 of the
fair value hierarchy.

RAIEERBZFREFERABBAS -

FE LRI E AR TR Al EREE A B
RETREBNZEEREZIRE - REERZ
STABEREE2.44% % 15% s

RAIEERBZFREFERABBAS -

FEMESREAN —HHEIRMET S (B
FERIEFRETH—ENEEREBER ) NESH
13.3% 1 218 E& ©

FZEERAEEAR LB RYBEFZ S LT
BERZEBRETEARE -R-_F_—F
+ZRA=+—BRZZE__F+ZA=+—
B ZEREZAFEDRERSHRN L
B/ RYEFZ SR EAENE B H
BERATFEBRNE IR -
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22. CLUB MEMBERSHIPS 22. EFfEEE
HK$'000
FHEIT
cosT R
At 1 January 2021 R-ZE-_—F—H—H 1,382
Exchange adjustments Rk 7
At 31 December 2021 and 1 January 2022 RZZEZ—F+ZA=+—HK
—E--fF—H—H 1,389
Exchange adjustments 5 AR (18)
At 31 December 2022 R-—B-_—&F+=-A=+—8H 1,371
IMPAIRMENT e
At 1 January 2021, 31 December 2021, R=—E=——F—H—H-
1 January 2022 and 31 December 2022 —ET-—F+-_f=+—8H "
T F-HA—HRK
T F+ZHA=+—H 496
CARRYING AMOUNT IREE
At 31 December 2022 RZE—_=—F+=-H=+—H 875
At 31 December 2021 RZE——F+=-HA=+—H 893
Club memberships are stated at cost less any identified ST E R AR E F BB EE BT
impairment loss. For the purpose of impairment testing on RoASMeEEERER - JKRESE
club memberships, the recoverable amount has been BRATERBEEXNANETE - T=FH5EE
determined based on fair value less costs of disposal which B o
represents the second-hand market price less cost of
disposal.
23. INVENTORIES 23. £8
2022 2021
—E-C-F —E-—4F
HK$'000 HK$000
FHET FE&r
Mobile phone business BB E R ETS
— Finished goods — 8N 1,301 377
Less: Impairment provision W RER S (377) (377)
924 —
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For the year ended 31 December 2022 #iE2 - -4+ _-_A=+—HIFE

24. TRADE AND OTHER RECEIVABLES 24. B E 5 R R H{th FEULER R
2022 2021
—E--F T4
HK$’'000 HK$'000
FHET FET
Trade receivables FEWE 5 R 5K 3,272 9,982
Less: Allowance for credit loss W EEEEEE (3,272) (3,572)
- 6,410
Value-added-tax recoverable JE W I (B Y 269 284
Prepayments to suppliers TR e P 2 SRIE 24,024 28,819
Other receivables and deposits Hitn R RIES 8,697 10,042
32,990 39,145
Less: Allowance for credit loss W EEEEEE (31,712) (37,725)
1,278 1,420
1,278 7,830
The Group generally requests for full prepayment from its AEFE—REKBEFIRFENEZHFE B
trade customers but it also allows credit period of 30 to 90 METETESZREF=TENTAHZEE
days for certain trade customers. The following is an aged H - RRERRZEWE ZEF(ENRE
analysis of trade receivables (net of allowance for credit BEEERE REZEHEN 2RO
loss) presented based on the invoice date at the end of T

reporting period:

2022 2021

—E-C—F —_E_—
HK$°000 HK$'000
FHETT FHEIT
0 to 30 days 0z230H - 6,410
31to 90 days 31E290H - -
91 to 365 days 91%2365H - =
- 6,410
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24. TRADE AND OTHER RECEIVABLES (continued) 24. FEWE S ESR EEIREES: (&)

Before accepting any new customer, the Group assesses
the potential customer’s credit quality and defines its credit
limits. Limits attributed to customers are reviewed
periodically. Majority of the trade receivables that are
neither past due nor impaired have no default payment
history.

The Group does not hold any collateral over its trade debts.

Movement in the allowance for doubtful debts in respect of
trade and other receivables

BEMEAHERA  AREENHEEERR
ZIEEEE  RAEREEERE  EHRE
BYEPZRE - KA DB ARBEIARE
Z W E iR EHE R A8 -

REEY ELE 5 AR A TAETSD -

B RHIEY B 5 8- 50 R Bt JE AR AR AR e

2022 2021

—E_CF —E-—4F

HK$’000 HK$'000

FHET FEr

Balance at the beginning of year FEER 41,297 40,407
Impairment losses recognised during the SRR 2 RERE

year 325 10

Reversal of impairment loss recognised R R EBERED (10) (366)

Written-off ! (3,499) =

Exchange adjustments RIS (3,129) 1,246

Balance at the end of year FRESR 34,984 41,297

Details of impairment assessment of trade and other
receivables are set out in note 7(b).

FE W 2 B SR I HL A P U R SR 2 IR (B AT
IRERHIEE7(D)
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25. AMOUNTS DUE FROM/TO NON-CONTROLLING  25.

26.

SHAREHOLDERS OF SUBSIDIARIES

B BB AREERERRZ

Eh
FRIE

2022 2021
—E-CF —E-—F
HK$'000 HK$'000
FHT FEr
Amounts due from non-controlling JE W DA TS SR AR A SR IR
shareholder of
— Sifa Mining (note 18) — SREIEZ (MfaE 18) 386 386
— Fortune Telecom Supply Chain —RREEHEHEFR
Limited NE] 219 172
605 558
Less: Allowance for credit loss W EEEEEE (421) (421)
184 137
Amounts due to non-controlling FEAT LA AR AR AR SR RN IR
shareholder of
— Zhuhai Reminda — KB ERE 756 431
— Beijing Daizhangmen — I EREPR 217 =
973 481

The balances are unsecured, non-interest bearing and
repayable on demand.

During the year ended 31 December 2022, no impairment
loss (2021: impairment loss of approximately HK$35,000)
was recognised on the amount due from non-controlling
shareholders of a subsidiary (based on the accounting
policy stated in note 4 to the consolidated financial
statements).

CASH AND CASH EQUIVALENTS

The cash and cash equivalents of the Group are mainly
denominated in RMB and HK$, which are the functional
currencies of the relevant entities of the Group.
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26.

AR - TR B RARERER -

HE-_T-_—H#+_-_A=+—HItFE H©
BEEERESEMEHRRWFIFTA €
R (ZF2=—4F : R{EEIE435,000/%5
TL) FER A FE UL — R B B R B SRR AR AR B X
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RERALEEY
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For the year ended 31 December 2022 #i&2 - - —4+_-_A=+—HIFE

CASH AND CASH EQUIVALENTS (continued)

Included in cash and cash equivalents at 31 December
2022 are the amounts in RMB of approximately
RMB5,129,000 (2021: RMB14,002,000) and USD of
approximately USD6,000 (2021: USD1,564,000) in form of
cash on hand and at banks, respectively.

RMB balances are not freely convertible into other
currencies.

Cash at banks earns interest at floating bank deposit rates.

TRADE AND OTHER PAYABLES

The following is an aged analysis of trade payables
presented based on the invoice date at the end of reporting
period:

26.

27.

ReRFAZFEM @)
R_BE-——F+=-A=+—H BekEs
ZEVBEREAARERETAECFERIR
TREDHHARKES129,000 L (ZF=—
& AR¥14,002,0007T) & 496,000 T(=
T —4 :1,564,000%7T) °

ARBEHI AR BAEMBER -

RITRSEFBRITIE IR HEFE, -
&1 B 5 AR R % EL{t B A4 BR X

RIREIR 2 BN E FETIREZA RS
ZERE DT ¢

2022 2021
—E-—F T
HK$’000 HK$'000
FHT FEr
Trade payables: FERTE SR

0 to 90 days 0Z£9%0H 924 6,711
Over 90 days BB 90 H 30 33
954 6,744
Value-added-tax payables FERTIZ(ETR 22 1
Prepayments from customers EFPENFIE 1,204 89
Other payables and accruals HAb ERTBRF R BT B 7,100 7,071

Provision for close down and restoration  B8E7 R85 2 B 45
costs (note 18) (K1#£18) 11,771 12,455
21,051 26,360
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For the year ended 31 December 2022 B —Z - —F+ - A=+—HILFE

28. SHARE CAPITAL 28. @A
Number of
ordinary shares Share capital
ZERHE [} &
2022 2021 2022 2021
—E-= —FE-—4F =ZE—-C —E-—fF
‘000 ‘000 HK$000 HK$000
FR Fhg FET FEIT

Authorised: EE

Ordinary shares TR

At beginning of the reporting RS HAT)
period (HK$0.10 each) (580105 7T)

Capital Reorganisation (note a)  RxZANE4 (ffata)

20,000,000 2,000,000
18,000,000

200,000 200,000

At the end of the reporting period 7% HHX

(HK$0.01 each) (#h#%0.01%87t) 20,000,000 20,000,000 200,000 200,000
Issued and fully paid: ERTRAZRR
Ordinary shares TR
At beginning of the reporting KRR E B )

period (HK$0.10 each) (ER%0.1087T) 183,556 917,779 1,836 91,778
Capital Reorganisation (note a) ~ REZANE48 (Kf:ta) - (826,001) - (90,860)
Rights Issue (note b) WA (HfaEb) - 91,778 - 918
At the end of the reporting period R ¥RE EiR

(HK$0.01 each) (Bh%0.0187T) 183,556 183,556 1,836 1,836
There were no movements of the Company’s authorised HE_T-_—_F+-A=1T—HLEEE " &K

and issued share capital for the year ended 31 December

2022.

The movements of the Company’s authorised and issued
share capital for the year ended 31 December 2021 are as

follows:
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28. SHARE CAPITAL (continued)

As described in the Company’s circular on 15 December
2020, the Company proposed: (i) the capital reorganisation
(the “Capital Reorganisation”) of the share capital of the
Company; (i) the rights issue on the basis of one (1) rights
share (the “Rights Share") for every one (1) Adjusted Share
(the "Rights Issue”) held on the register of the shareholders
of the Company on 7 January 2021 (the “Record Date"); and
(iii) the arrangement to set-off the partial of Rights Shares
subscription money required to be paid by Mr. Lau under
the Rights Issue against partial of the loans owned by the
Company to Mr. Lau (the “Set-off Arrangement”).

(a) Capital Reorganisation

The Company proposed the Capital Reorganisation of
the share capital of the Company involving (i) the
share consolidation (the “Share Consolidation”), (ii)
the capital reduction (the “Capital Reduction”), (iii) the
share subdivision (the “Share Subdivision”) and (iv)
the transfer of all the credits arising from the Capital
Reduction to the contributed surplus account.

(i)  Share Consolidation
Every ten (10) authorised and issued existing
shares of par value HK$0.10 each in the share
capital of the Company were consolidated into
one (1) consolidated share of par value HK$1.00
each in the share capital of the Company (the
“Consolidated Share”).

(ii)  Capital Reduction
Immediately following the completion of the
Share Consolidation, the issued share capital of
the Company was reduced by (i) cancelling the
paid up capital of the Company to the extent of
HK$0.99 on each of the then issued Consolidated
Shares such that the par value of each issued
Consolidated Share was reduced from HK$1.00
to HK$0.01 each in the share capital of the
Company; and (ii) the cancellation of any
fractional Consolidated Share in the issued
share capital of the Company arising from the
Share Consolidation.

28. M7 (&)

WA RBRZE_TF+_A+hHB @A
ERFTIL - AAREE - () AN RRAN ZRA
BH(KRAER]D : ()R HEAN-T
——F—AtA(RHEBHDARARESR
Mt EERE —()IREHABERNDEZE — (1)K
AR AR G (T EAR 1) + R (i) 2 HE A 85 21 55
ERBHEBRERANARBE ZERMEIKE
A2 B AR AR 1D RRE R E ([ EE e HE D) ©

(@ RAEEME
RABREFETARBRAE 2R
B=A - FROBROEHFHTROEM])
(i) IR A BIRL (TR AR EIRL) ~ (i) AR 9 77
4 (TR 148 1) K (iv) BR A IR P 2E A
BRI EEEEHBHIE -

(i) BRHEEG
ARBRARE+(10) REKRE
BO10B T EEREEHITREA
BHERHAS—NARRBEAA
BREE1.008 T2 A R H?
(TPt ) -

(i) ZEFEH
ZRERDE P TKE - ARFZ
B EITRAE () FE A R B &
BEITE RN 2 BUR IRA0.99
BT - BRESREETE
PRI 1D 2 EE R R A 2 1.0048 7T
BB ZE&0.01 BT A"+ K (i)
FESEERMAHMEEZ AR AR
BEBITRAZEMI S E G

{/’\ ®
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28. SHARE CAPITAL (continued)

200

(@

Capital Reorganisation (Continued)
(iii) Share Sub-division

Immediately following the completion of the
Capital Reduction, every authorised but unissued
existing shares with par value of HK$0.10 each in
the share capital of the Company was sub-
divided into ten (10) adjusted shares of par value
HK$0.01 each in the share capital of the
Company (the “Adjusted Share(s)").

Subsequent to Capital Reorganisation, the par
value of the issued and unissued shares of the
Company was changed to HK$0.01 each in the
share capital of the Company.

The Capital Reorganisation was approved by
the shareholders of the Company at the
special general meeting held on 7 January 2021
and effective on 11 January 2021 and
thus, 917,779,442 ordinary shares were issued
thereon. As a result, all the credits arising from
the Capital Reorganisation of HK$90,860,000
was transferred from share capital to the
accumulated losses account.

Each of the Adjusted Shares arising from the
Capital Reorganisation rank pari passu in all
respects with each other each in accordance
with the Memorandum and the Articles and have
rights and privileges and be subject to the
restrictions as contained in the Memorandum
and the Articles of the Company.

28. IRA(#)

(@) BRAEH#E)
(iii) R A

ZRERAHIR R - ARFIR
AAFREEO0.10E T ZIEEE
RETHBBRNFA ST (1005
ARRBRARNFREECOTETT
Z AR D (TR D) ©

REABRE  ARFRARZ
EBTRARETRNDZEEEE
BAFR0.01ETT -

BASEHER-_E-_—F—/F+
HERETz2RRFNAE LEARQ
AR ERR T -——F—A
T—BER - Bt - 917,779,442
BRI MARE ST - Bt - &
REHAFELEZHRAB AR
90,860,000 7 7T E | A AN 88 43¢ =
ZETEERE -

REBETSELAR - BAERM
EEZERRERNESHTEY
FHERFSMA - WHA BN K5
T N 2 AN X B 85 e AR B P
PR B FTARFR
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28. SHARE CAPITAL (continued)

(b)

(c)

Rights Issue

The Company proposed the Rights Issue held on the
Record Date of 7 January 2021 at the subscription
price of HK$0.53 per Rights Share.

The Rights Issue was approved by the shareholders
of the Company at the special general meeting held
on 7 January 2021 and thus, 91,777,944 Rights Shares
were issued thereon. Subsequent to the Rights Issue,
the issued share capital of the Company was
increased from 91,777,944 shares to 183,555,888
shares with par value of HK$0.01 each in the share
capital of the Company. The gross proceeds from the
Rights Issue was approximately HK$48.6 million
(before the set-off Arrangement, see note below) and
the related expenses of approximately HK$1.68
million was credited to share premium account.

Each of the Rights Shares arising from the Rights
Issue rank pari passu in all respects with each other
each in accordance with the Memorandum and the
Articles and have rights and privileges and be subject
to the restrictions as contained in the Memorandum
and the Articles of the Company.

Set-off Arrangement

As at 31 December 2020, the Company had loans with
an aggregate carrying amounts of approximately
HK$39,835,000 due to Mr. Lau (comprise the current
liabilities portion of approximately HK$11,419,000 and
non-current liabilities portion of approximately
HK$28,416,000) and the Company proposed to set-off
part of the Rights Shares subscription money required
to be paid by Mr. Lau under the Rights Issue against
partial of the loans owned by the Company to Mr. Lau.

The Set-off Arrangement was approved by the
shareholders of the Company at the special general
meeting held on 7 January 2021.

28. M7 (&)

(b)

(c)

R
ARAREENCHEAH T - —F—
At BETHR  RBEESTRER
A&7 0.53 7T

HEENR T =-_—F—A+tHETZ
RERFRIAE FEAR R RELE
Ett + 91,777,944 B SRR A% 17 B 3E 1t 3
17 o %1% - AR R Z B BT’ AR
91,777,944 % 3% f0 = N A A IR X A
183,555,888 iz & X I 18 0.01 /& 7T 2 IX
1 o HARFT1S SRIB A FEAY A 48,600,000
BT (R HERT - BT XMEE) &
FERE 79 X 491,680,000 7% 7T B #E A% 17 %
BRI o

HIREE 2 F HARRD R &7 miRE
T AR R RS - I
HAERN RS AXARERETE
R ABRIFFER HIPTARER

88 = HE

R-ZZBE-_FFE+_A=1+—0 " £&2A
AERBIECERZBERRMENA
39,835,000 7T (BB MBI B EEBH 4
11,419,000 T RIEREBBEDLB DL
28,416,000/ 7T) * BARARAZE#GE
LAERBHRAEZ SIS HRR D
R SRIE S AR R B A R B S R ER

~\
TEK

KHELHER—_E-_—F—A+tBA
FRARRABERF RIS L RESHE -
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28. SHARE CAPITAL (continued)

202

(c)

Set-off Arrangement (Continued)

Subsequent to the Rights Issue, 71,515,852 Rights
Shares was granted to Mr. Lau. Out of which, Mr. Lau
applied 59,329,802 Rights Shares subscription money
of HK$31,445,000 required to be paid by him to set-off
against partial of the loans provided to the Company
on 10 February 2021 (the “Set-off Arrangement Date"):
(i) an amount of HK$28,682,000 was applied to set-off
the interest-free loan of HK$13,680,000 (equivalent to
RMB12,000,000) provided by Mr. Lau to the Group
which is due on 31 December 2021 (the “First Loan”)
and another interest-free loan of HK$15,500,000
(equivalent to US$2,000,000) provided by Mr. Lau to
the Group which is due on 31 December 2021 (the
“Second Loan") under non-current liabilities; and (i) the
remaining amount of HK$2,763,000 was applied to set-
off the loans under current liabilities. At the Set-off
Arrangement Date, the aggregate carrying amounts of
the First Loan and the Second loan was HK$29,871,000,
the difference between the carrying amounts of the
First Loan and the Second Loan and the respective set-
off amount of HK$28,682,000 and HK$1,189,000
represented the unrealised imputed interest expenses
of the First Loan and Second Loan which have been
credited to the other reserves upon the initial
recognition of the interest-free First Loan and Second
Loan from Mr. Lau in 2018 and 2020, which was
charged to the other reserve for the year ended 31
December 2021.

Further details of the above are set out in the
Company’s announcements dated 10 November
2020, 15 December 2020, 7 January 2021, 19 January
2021 and 9 February 2021.

28. lRA (&)

(c)

8 2Bk ()

REEAR & - 2 % £ H 71,515,852
AR AR - A - BIEEREEASL
-7 #9 59,329,802 A% 14 A% 3% 17 3R 88 5K 18
31,445,000 B THIERN —_E_—F_H
TR ([HEELHEBEH] RAARQ AR
RIEE D B ¢ () —2£ 28,682,000 % 7T A
REEEEERELAEBR_-F
T+ - A=+—-—B3HH
13,680,000 T( #8 & W A B &
12,000,000 T) MESER([F—£E
HDRBEERELAAEBRNR_-F
T+ A=+—HEHHNE %
15,500,000 7T (#8& 7 2,000,0005 7T )
MERBDBEEREER(E_2£E
K1)+ R (i) A5 84 2,763,00078 0 E AR
HERBDEEBETHNER - REHE
HEE F—FERRE_FEERZ
4 85 T {H 529,871,000/ 70 » £ — 5
ERRF_ZEER 2 EAEREHES
#H 28,682,000 7 7T HY Z #81,189,000 7
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TEREZERERDE / —SE-FFR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2022 #Z—

MAJOR NON-CASH TRANSACTIONS

(@  During the year ended 31 December 2022, the Group
had non-cash additions to right-of-use assets and
lease liabilities of HK$2,245,000 and HK$2,245,000,
respectively, in respect of lease arrangements of
certain office premises and staff quarters (2021:
HK$1,571,000 and HK$1,571,000).

(b)  As explained in note 28(c), during the year ended 31
December 2021, the Company applied the 59,329,802
Rights Shares subscription money of HK$31,445,000
required to be paid by Mr. Lau to set-off against the
loans provided to the Company.

SHARE-BASED PAYMENT TRANSACTIONS

The Company adopted a share option scheme on 28 May
2014 which was effective at the same day and will expire
on 28 May 2024. The primary purpose of the Scheme is to
provide incentives to directors, eligible employees and
other qualified persons who in the opinion of the board of
directors has made or will make contributions which are or
may be beneficial to the Group as a whole.

Under the Scheme, the directors of the Company may,
subject to certain conditions, grant to any directors,
employees, suppliers, agents, customers, distributors,
business associates or partners, professionals or other
advisors of, or consultants or contractors to, any members
of the Group or any associated companies who in the
opinion of the board of directors has made or will make
contributions which are or may be beneficial to the Group
as a whole, options to subscribe for shares in the Company
at any price but not less than the higher of (i) nominal value
of a share, (i) the closing price of the shares on the Stock
Exchange on the day of grant, and (iii) the average of the
closing prices of the shares on the Stock Exchange on the
five trading days immediately preceding the date of grant
of the options, subject to a maximum of 10% of the issued
share capital of the Company from time to time.

29.

30.

A B IE R R R

T _F+-A=1+—HLFE

FEFREXRSH

@ #HEZZ-_—_F+H=1T—HL*F
B AEBRETHAEMENEE
ZHDRIBIFRESENNFEREEE

N & & &5 hll 52,245,000 7T &

2,245,000 (=ZF =—4 : 1,571,000
77T % 1,571,000 7T) ©
(b) WHFE28C) P R - —F+—

A=+—RHLLFE XRAKILE
A 7 1< #) 59,329,802 % 1 Ik B 10 3R BB
FKIE31,445,0008 T AR EH A AR
AREAER -
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R REETE -
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For the year ended 31 December 2022 #iE2 - -4+ _-_A=+—HIFE

30. SHARE-BASED PAYMENT TRANSACTIONS 30. URIPBEENRZRKS (@)

(Continued)

Without prior approval from the Company'’s shareholders, (i)
the total number of shares in respect of which options may
be granted under the Scheme is not permitted to exceed
10% of the shares of the Company in issue at any point in
time, and (i) the number of shares issued and to be issued
in respect of which options granted and may be granted to
any individual in any 12-month period is not permitted to
exceed 1% of the shares of the Company in issue at any
point in time.

Options granted must be taken up within the time period
set out in the offer letter and upon payment of HK$1 for
each lot of share option granted.

At 31 December 2021 and 2022, no options have been
granted or agreed to be granted pursuant to the Share
Option Scheme.
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For the year ended 31 December 2022 B —Z - —F+ - A=+—HILFE

31. DISPOSAL OF A SUBSIDIARY 31. HE—RKBEAT
On 9 September 2022, EF 52 ZBHE ZE 5 B R A 7 RZZEZZFNANB  XARNEEZEEZE
(“Shanghai Yuanjia”), an indirect wholly-owned subsidiary MEAR LER=BEESBRAR( LE
of the Company, entered into an agreement with a non- i?l)éﬁiﬁﬁiﬁiﬁiﬁ BHEER AR (T
controller shareholder of # /T8 & {5 E &I B R A 7 R ) ) — B IEIERR IR ET M Wk - IRIR
("Zhejiang Aoying”), pursuant to which Shanghai Yuanjia #FLBERREAAREITHEHED
agreed to sell the entire equity interest of Zhejiang Aoying, ENTREMNEISRE(HE]) - HEER
for a total consideration of RMB1 (the “Disposal”). The “ECFAAFTHTEK o TRENE
Disposal was completed on 20 September 2022. The net EREMEEFENT :
assets of Zhejiang Aoying at the date of disposal were as
follows:
HK$'000
FEIT
Analysis of assets and liabilities over which KRERFECEEREEDI T :
control was lost:
Trade and other receivables FE U B 5 BR 5% B E At FE LU BR 3R 42
Cash and cash equivalents REMREEEY 98
Trade and other payables FETE 5 BR 3k R E b FE 1S BR 3R (18)
Net assets disposed of EHEZEEFE 122
Loss on disposal of a subsidiary: HE—RNBARZEE :
Consideration received* FEUARAE * =
Net assets disposed of BHEZEEFE (122)
Non-controlling interests eV (672)
Reclassification of cumulated translation reserve upon ¥R EMTIRE v 210 N FH S
disposal of Zhejiang Aoying to profit or loss o AER (148)
(942)
Net cash outflow arising on disposal: HEEEZREMEFE
Cash consideration* WERE* =
Less: Bank balance and cash disposed of B BEHERITEREES (98)
(98)
*  Less than HK$1,000. * R 1,000/87T °
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32.

33.

CONTINGENT LIABILITIES

At 31 December 2022 and 2021, the Group had no contingent
liabilities.

RETIREMENT BENEFIT SCHEMES

The Group operates a Mandatory Provident Fund Scheme
(the “Scheme”) for all its qualifying employees in Hong
Kong. The assets of the Scheme are held separately from
those of the Group, in funds under the control of trustees.
Under the rules of the Scheme, the employer and its
employees are required to make contributions to the
Scheme at rates specified in the rules. The only obligation
of the Group with respect to the Scheme is to make the
required contributions under the Scheme.

The employees of the Group's subsidiaries in the PRC are
members of a state-managed retirement benefit scheme
operated by the government of the PRC. The subsidiaries
are required to contribute a fixed rate of payroll costs to
the retirement benefit scheme to fund the benefits. The
only obligation of the Group with respect to the retirement
benefit scheme is to make the specified contributions.
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RE B IFERRMEE

For the year ended 31 December 2022 #i&2 - - —4+_-_A=+—HIFE

34. RELATED PARTIES DISCLOSURES

Saves as disclosed elsewhere in these consolidated
financial statements, the Group had the following
transactions and balances with related parties during the

year.

(a

Amounts due to a related party

34. FABA 2 E

BRAERE MBS MR B PINEEE SN - A
SERFREBBT AN TR D R -

(@) ENEBLZHRE

2022 2021

—F=-= —E-—F

HK$’000 HK$'000

FET FET

Amount due to Mr. Lau (note) RS RIS EBRFR (M aE) 313 6,460

Note: The amount is unsecured, non-interest bearing and

repayable on demand.

As described in note 28(c), Rights Shares subscription
money required to be paid by Mr. Lau of approximately
HK$2,763,000 was applied to set-off the loan provided to
the Company upon the Set-off Arrangement during the
year ended 31 December 2021.

As described in note 3(b), the Company obtained Letter
of Undertaking from Mr. Lau that he agrees to provide
adequate funds to enable the Group to meet its liabilities
and to settle financial obligations to third parties as and
when they fall due so that the Group can continue as a
going concern and carry on its business without a
significant curtailment of operations for a period of at
least the next twelve months from 31 December 2022.

Hiat - ZEFEBERER  RERARERE

BB 3 28(C) P - M HE1& + B
BT —HF+_A=+—HILFEH
- B A R B ARAR 17 SR BB IR
#92,763,0007% 7T Fi PA K 88 (A AR 1 B 12
HAERK -

FAF T 3(0) it + AR B 2 5 A
HHK RTERBRERANES R
BAKEFEGENAE=H BTN
BERVBEY  UEAKEEZLH
R FF+ZA=t—HERRT=
18 B 3% A & R FHE A & T BUKIB 48
e
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34. RELATED PARTIES DISCLOSURES (continued) 34. Bl 2145 (&)

(b) Compensation of key management (b) FEEBEAEZHM
personnel
The remuneration of directors and other members of FANESREMFTEEEAEKNEZ
the key management during the year was as follows: BT
2022 2021
—E-CF —E-—F
HK$’000 HK$'000
FET FAET
Short-term benefits PSEEEER] 4,230 4,104
Performance related incentive payments XRIBMERLE K ES - =
Post-employment benefits RIRBEF 60 58
4,290 4,162
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For the year ended 31 December 2022 2= -—F+—-_A=+—HILFE

35. RECONCILIATION OF LIABILITIES ARISING 35. ERMEREEL 2 EHR
FROM FINANCING ACTIVITIES

The table below details changes in the Group's liabilities TRFNWAEBRBMETEMELEZAGEE
arising from financing activities, including both cash and & - @%Eﬁi&;(lzi SEE - EEHEL
non-cash changes. Liabilities arising from financing HBEREESREATAKIRES TELS
activities are those for which cash flows were, or future WOl ARMEESELANRESRENEE -

cash flows will be, classified in the Group’s consolidated
statement of cash flows as cash flows from financing

activities.
Amounts
due to
a related Lease
party liabilities Total
RS
ZIE HEAE et
HK$’000 HK$’000 HK$'000
FET FET FET
At 1 January 2022 N-ETE-_—_F—H—H 6,460 1,162 7,622
Changes from cash flows: Benss
Repayment of lease liabilities HEBBZEN - (1,648) (1,648)
Repayment to a related party BE— @ 2 %8 (6,147) - (6,147)
Total changes from financing cash flows: BI&IR & mE S 1A% (6,147) (1,648) (7,795)
Other changes: Hup s :
Addition of lease liabilities AREHREAE - 2,245 2,245
Interest expense on lease liabilities HEaGE AR - 160 160
Termination of lease contract HIFFHEEL = (864) (864)
Exchange adjustments RIS = (54) (54)
Total other changes Hih B4 - 1,487 1,487
At 31 December 2022 RZZT-—F

+=A=+—8H 313 1,001 1,314
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35. RECONCILIATION OF LIABILITIES ARISING 35. ERMERSEE 2B EBHR®)

FROM FINANCING ACTIVITIES (continued)

Amounts
due to
related Lease
parties liabilities Total
JRE 1S B it
Z5RIE HEAE #Et
HK$'000 HK$'000 HK$'000
FAT FET FET
At 1 January 2021 R=-—ZE—_—%—H—H 39,835 456 40,291
Changes from cash flows: Remes
Repayment of lease liabilities HEBBZEN - ©911) 911)
Advance from a related party RE—H T 2 B 23,643 - 23,643
Repayment to a related party BB — 2@ H 2308 (26,752) = (26,752)
Total changes from financing cash flows: REER & REEBN4EEE (3,109) ©11) (4,020)
Other changes: Hoh
Addition of lease liabilities ANEMEARE - 1,571 1,571
Interest expense on lease liabilities MEBRZAEFREZ - 33 33
Unrealised imputed interest on F—EERRE_ZER
First loan and Second Loan ZARERHEERE
(note 28(c)) (HtaE28(c)) 1,189 - 1,189
Imputed interest on First Loan and REERECE—ERE
Second Loan provided by Mr. Lau TEERCHENE
(note 28(c)) (Kt:E28(c)) 152 - 152
Set-off Arrangement (note 28) WL HE (F77E28) (31,445) = (31,445)
Exchange adjustments ME 5, e B (162) 13 (149)
Total other changes Hih B B4z (30,266) 1,617 (28,649)
At 31 December 2021 RZEZ—F
+=—A=+—8 6,460 1,162 7,622
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For the year ended 31 December 2022 #i&2 - - —4+_-_A=+—HIFE

36. HOLDING COMPANY STATEMENT OF 36. A -E-_—_F+_-_A=+—HHE
FINANCIAL POSITION AS AT 31 DECEMBER NG R 3
2022
2022 2021
—E-CF —E-—F
Notes HK$’000 HK$'000
BtaF FHET FAEIT
Non-current Asset kRBEE
Investments in subsidiaries BB AR ZRE - =
Current Assets REEE
Other receivables E b e BR 5K 205 345
Amount due from a subsidiary FEN — B A Rl 2 5KIE 7,023 9,984
Cash and cash equivalents HeRBEeEEY 10 11
7,238 10,340
Current Liabilities REBAE
Other payables E AT BR IR 2,485 2,183
Amounts due to subsidiaries FE B A F) 2 578 24,553 22,268
27,038 24,451
Net Current Liabilities REBAEFHE (19,800) (14,111)
Net Liabilities EEFE (19,800) (14,111)
Capital and Reserves BEXR#E
Share capital N 28 1,836 1,836
Reserves ] 37 (21,636) (15,947)
(19,800) (14,111)
The statement of financial position of the Company was RRARZHBERARCETGRN T _=F
approved and authorised for issue by the board of directors AT EEBEN BT - WARATE
on 27 March 2023 and are signed on its behalf by: EREEE
Mr. Lau Siu Ying Mr. Wang Yu
2N E IFREE
CHAIRMAN DIRECTOR
EE 2
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37. RESERVES OF THE COMPANY

37. ATl E

Share Contributed Accumulated
premium surplus losses Total
AR E EHES RitE#E st
HK$'000 HK$'000 HK$'000 HK$'000
FBT BT FET FET
(Note ) (Note i)
(ffz2i) (Kt
At 1 January 2021 R-ZE-_—F—H—H 417,391 40,948 (598,299) (139,960)
Loss for the year and total AFEBERZEMY
comprehensive expenses B - - (12,895) (12,895)
Capital Reorganisation (note 28(a)) W AREAR (H7E28(3) - - 90,860 90,860
Rights Issue (note 28(b)) HERR (K15t 28(b) 47,725 = = 47,725
Rights Issue expenses (note 28(b)) HRRFA S (AaF28(0)) (1,677) - - (1,677)
At 31 December 2021 NZE——F
+-B=+—~ 463,439 40,948 (520,334) (15,947)
Loss for the year and total AEEBEREZEME
comprehensive expenses k] - - (5,689) (5,689)
At 31 December 2022 R-B__%F
+-A=+—~ 463,439 40,948 (526,023) (21,636)
Notes: Bitet -

(i) The share premium represents the amount subscribed for share
capital in excess of nominal value.

(if) The contributed surplus represents the difference between the
consolidated shareholder’s funds of the subsidiaries at the date
on which they were acquired by the Company, and the nominal
value of the Company'’s shares issued for the acquisition at the
time of the group reorganisation less the amount applied to pay
up the 1,000,000 nil paid shares at the time of the group
reorganisation.
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For the year ended 31 December 2022 B —Z - —F+ - A=+—HILFE

38. PARTICULARS OF PRINCIPAL SUBSIDIARIES 38. FEMKEBATIER

Details of the Company’s principal subsidiaries, all of which al(B Ak 2 BR

are incorporated with limited liability as follows:

AR EHER
AR FELT :

Place of
incorporation/

Issued and fully Proportion of nominal value of
paid share capital/ issued share capital/registered

Name of subsidiary establishment registered capital  capital held by the Company  Principal activity
ERIRBERE/ AQAMBERTRAEE/
L) PNCRCE MBS, B B HEfER EMERZ LA FEER
2022 2021
—E-C “E-—F
Express Fortune Holdings ~ British Virgin Islands Ordinary US$100 100% 100%  Investment holding
Limited
Express Fortune Holdings ~ RBRZAEE LR I100ET 100% 100% AR
Limited
Express Fortune Limited Hong Kong Ordinary HK$10 Non- 100% 100%  Provision of
voting deferred management
HK$5,000,000 (note a) services
REFBAF B LER0BTERS 100% 100% REEERS
A7 5,000,000 7T
(Hfzta)
Fortune (Shanghai) Wholly foreign owned US$28,100,000 100% 100%  Trading of mobile
International Trading enterprise established phones
Co., Ltd. in the PRC
RE(LB)BEREFER  RPERIONEEE 28,100,000% 7T 100% 100% EBEEVHEE
AR =
Sifa Mining Sino-foreign equity joint RMB1,000,000 50.8% 50.8%  Exploration and
ventures established extraction of
inthe PRC mining resources
BEERE AR B R INE B AR 1,000,0007T 50.8% 508% WREAREEER
mEpE R
Eagles Fund Technology Hong Kong Ordinary HK$10,000 100% 100%  Investment holding
Investment Limited
ZEESRRBEBBAR &5 L@ 10,000/ T 100% 100% REER
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38. PARTICULARS OF PRINCIPAL SUBSIDIARIES

CRUE R E

TE -+ -A=+—HILFE

38. FEMMEBATER (&)

(Continued)
Place of Issued and fully Proportion of nominal value of
incorporation/ paid share capital/ issued share capital/registered
Name of subsidiary establishment registered capital  capital held by the Company  Principal activity
ERTRBERE/ AQAMBERTRAEE/
] PNGTEE MBS, B 2 HEMEX HEMERZ LA TEER
2022 2021
—Eg-C-& “E-—fF
WAMERERMZMEER Sino-foreign equity joint RMB10,000,000 51% 51%  Trading of mobile
A (“ZhuhaiReminda”)  ventures established phones
in the PRC
WEMEREZBAREER RAPEKINFIEE AR #10,000,0007T 51% 51% EEBEBHEHE
AR([HEERE]) gtk
Zhejiang Aoying (disposed  Sino-foreign equity joint RMB10,000,000 - 70%  Trading of mobile
on 20 September 2022) ventures established in phones
the PRC
IBE(RZZZZFN RTBEKUMFIHNEE AR #10,000,00075 - 0% EEBEE;
AZT+HEE) mEhE
Fortune Telecom Supply Hong Kong Ordinary HK$1,000 51% 51%  Trading of mobile
Chain Limited phones and
related
aceessories
REBRUERERAR &F LA 1,000/87T 51% 51% EBEEBEBBEERE
R AL
Shanghai Yuanijia Wholly foreign owned US$5,000,000 100% 100%  Investment holding
enterprise established
inthe PRC
LBER AR RSN B A 5,000,000 7T 100% 100% HEER
%
I REREMRIEERAE  Sino-foreign equity joint RMB20,000,000 60% 60%  Advertising and
(“Beijing Daizhangmen”)  ventures established (note b) subscription
in the PRC services
T REREFIREBR AR B RN & AR #20,000,0007T 60% 60% EBERBERS
(MEREEM]) mEh% (Hrztb)
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38. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Continued)
Notes:

(a) The deferred shares carry practically no rights to dividends or to
receive notice of or to attend or vote at any general meeting of
the respective company or to participate in any distribution on
winding up.

(b) Pursuant to the Articles of Association of Beijing Daizhangmen,
the registered share capital of Guangzhou Tianping was
RMB20,000,000. During the year ended 31 December 2021, the
Group and non-controlling shareholder of Beijing Daizhangmen
made a contribution of RMB6,000,000 (equivalent to
HK$7,260,000) and RMB4,000,000 (equivalent to HK$4,840,000)
to Beijing Daizhangmen respectively. As at 31 December 2022
and 31 December 2021, the issued capital of Beijing
Daizhangmen was RMB10,000,000, the Group and the non-
controlling shareholder of Beijing Daizhangmen owned
RMB6,000,000 and RMB4,000,000 issued capital of Beijing
Daizhangmen respectively.

The Company directly holds the interest in Express Fortune
Holdings Limited. All other interests shown above are
indirectly held by the Company.

The principal activities are carried out in the place of
incorporation/establishment except for Express Fortune
Holdings Limited which mainly carries out its business in
Hong Kong.

None of the subsidiaries had any debt securities subsisting
at the end of the year or at any time during the year.

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

38. FEMMEBATER (&)

ez

@ EERMEER LK S REERRRZ KR
FWI B R R ERBRRASRER L ERER
AREHNEG LRFERNFREZ LD K 2%
A

(b)) BB RIEMZEHERMA - BEMNKFZ
AL A A A R 20,000,000 - HE=ZZ
——F+-A=1+—BILFE AEERILRE
REFZIERRR DRI REEFIHEA
R 6,000,000 7T (18 & 77,260,000 % 7T ) & A
IR 4,000,000 7T (#8 & 72 4,840,000 7T ) ° 1
ZEICF+ A=+ —RARZE=—F+=
A=+—H ERKEMLERTREAAAR
#10,000,0007T * A& E RILREEF] 2 IEE
BBRRSBIEAIL REEPIZEBITRAAR
#& 6,000,000 7T &2 A R ¥ 4,000,000 7T, °

N A B B # # A Express Fortune Holdings
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39. NON-CONTROLLING INTERESTS 39. FEFERRfERS

Details of the Group's subsidiaries that have material non- REBHEAEANFIERER 2B RRFFE

controlling interests are set out below: oy
2022 2021
—E-_—F —EB -4
Percentage of equity held by IR R ER B O
non-controlling interests:
Sifa Mining EREERES 49.20% 49.20%
Zhuhai Reminda WEBERE 49.00% 49.00%
Beijing Daizhangmen b RE&REFT 40.00% 40.00%
2022 2021
—E--F —E-—4F
HK$’'000 HK$'000
FET FEr
(Loss) profit for the year allocated to non- D ECEFFEBRFERS 2 FR
controlling interests: (BHE) R -
Sifa Mining SRR (2,591) (2,688)
Zhuhai Reminda KB ESE (24) (47)
Beijing Daizhangmen JER&REFR] (2,893) (1,710)
Individually immaterial subsidiaries with HAJEPE R s < (B B FEE R
non-controlling interests RS (509) 99
(6,017) (4,346)
Accumulated balances of non-controlling — M¥ReE HER - JFERRAEZS 2
interest at the reporting date: RETHERR
Sifa Mining SREEREE (42,418) (42,814)
Zhuhai Reminda RBESE (2,362) (2,546)
Beijing Daizhangmen ERREPR 104 3,181
Individually immaterial subsidiaries with HAJEIE R b < [E B FEE R
non-controlling interests Lhy=NG (362) (536)
(45,038) (42,715)
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39. NON-CONTROLLING INTERESTS (continued)

Summarized financial information in respect of each of the
Group's subsidiaries that has material non-controlling interests
is set our below. The summarized financial information below
represents amounts before intergroup eliminations.

CRUE R E

Ez:iﬂ— RA=t+—HILFE

39. FEiERRMER (#)

AEESHBA

BB BRI S 2/

BERBZFINAT - LT BERBE R
SERYHEA 8

2022 —EsE-
Sifa Zhuhai Beijing
Mining Reminda Daizhangmen
SRR KEERE T EFERM
HK$°000 HK$°000 HK$°000
FET FET FET
Revenue e - - -
Total expenses #FISZ (5,269) (100) (8,423)
Loss for the year FERIE (5,266) (48) (7,233)
Total comprehensive income/ FE2EBRA(AX)

(expense) for the year R 2,039 376 (7,692)
Current assets mENVEE 996 71 1,969
Non-current assets EMENE E 2 215 -
Current liabilities nRBEE (87,143) (5,106) (1,705)
Non-current liabilities EREBERE = = =
Net cash flows used in operating KEEHFARESRE

activities FEE (677) (52) (7,138)
Net cash flows generated from KBRS RESRE

investing activities FEE - - 9
Net cash flows used in financing BMEFEBMARESRE

activities R - = (763)
Net decrease in cash and cash Re R\ EEWR D

equivalents FRE (677) (52) (7,892)
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39.

40.

218

NON-CONTROLLING INTERESTS (Continued) 39. FFiEMRfER (&)
2021 —E-—F
Sifa Zhuhai Beijing
Mining Reminda Daizhangmen
SREE WEESE JEREER
HK$'000 HK$'000 HK$'000
FAT FET FET
Revenue ek - - -
Total expenses HRFS (5,463) 97) (4,273)
Loss for the year FEkEE (5,463) 97) 4,273)
Total comprehensive expense FEXHRTLE
for the year (8,240) (264) (4,144)
Current assets MENVEE 1,807 77 8,884
Non-current assets EMBEE 4 234 328
Current liabilities mEaE (89,995) (5,507) (1,256)
Non-current liabilities EREBEE = = =
Net cash flows used in operating KEEHFABEERE
activities FER (714) (1) (3,609)
Net cash flows generated from KBRS RERE
investing activities FEE 32 - -
Net cash flows generated from BMEBEEMEREME
financing activities )R] - - 12,040
Net (decrease) increase in cashand R4 RIREZEY
cash equivalents CRA) 1R (682) 1) 8,431
EVENT AFTER THE END OF REPORTING 40. F{EFEHESIE

PERIOD

On 27 March 2023, the Company entered into subscription
agreements with the Subscribers, pursuant to which the
Subscribers has conditionally agreed to subscribe, and the
Company has conditionally agreed to allot and issue, a total
18,000,000 shares of HK$0.26 each for a cash consideration
of approximately HK$4.68 million. At the date of approval of
these consolidated financial statements, the Subscriptions
have not yet been completed and further details of which
are set out in the Company’s announcement dated 27
March 2023.

RZZBE_=F=HA=++tH8 AAFRHEHRE
ANETSRERE @ Bt - REBABBRERE
REMAQBEREREZRSRAERD
0.26 B TR RIBE AR & R E 474,680,000 7%
T A R BB A BE 3 I 3174 ££ 18,000,000 A% 72
B - REBRMDGIRIE —RITEET - &
EZERAUBHRERIEBD  RESEEN
RFEK - E—FPHBEIRANRGEHRET
—ZFZA-t+tBHZAM-
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41. COMPARATIVE FIGURES 41. JELBREIR
Certain comparative figures have been reclassified in order AT AL EEIEBERIERAEZE2EHS
to conform to the current year’s presentation. o

42. APPROVAL OF THE CONSOLIDATED 42. #tEFEMIEEHE
FINANCIAL STATEMENTS
The consolidated financial statements were approved and GAEMBBRRON-E-_=F=A=-++H
authorised for issue by the Board of Directors on 27 March EEEoHERBRETE -
2023.
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RESULTS E
2018 2019 2020 2021 2022
—E-N\F ZT-NF ZZT=TF ZT-—-F ZBZZH
HK$'000 ~ HK$000  HK$'000  HK$'000  HK$'000
FEr FET FEr FAHT FET
Revenue W 216,104 108,455 80,949 79,172 80,576
(Loss)/profit for the year FE (BB 55 10,305 (32,776) (4,624) (14,274)  (20,389)
Attributable to: AL :
owners of the Company EARHEBA 7,799 (26,093) 219 9,928)  (14,372)
Non-controlling interests EISEl g 2,506 (6,683) (4,843) (4,346) (6,017)
10,305 (32,776) (4,624) (14,274)  (20,389)
Total assets BEBE 85,245 70,937 39,335 47,512 15,747
Total liabilities AR (77,809) (89,562) (64,627) (36,373)  (25,097)

7,436 (18,625) (25,292) 11,139 (9,350)

Equity attributable to owners RARHEA AEEER
of the Company 40,587 13,992 16,763 53,854 35,688
Non-controlling interests iz (33,151) (32,617) (42,055) (42,715)  (45,038)

7,436 (18,625) (25,292) 11,139 (9,350)
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