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

announcement.

This announcement is for information purposes only and does not constitute an invitation or
offer to acquire, purchase or subscribe for securities.

These materials contained in this announcement are not for distribution, publication or
circulation, directly or indirectly, in or into the United States. This announcement does not
constitute or form a part of any offer or solicitation to purchase or subscribe for securities
in the United States. The securities have not been, and will not be, registered under the U.S.
Securities Act of 1933, as amended (the “Securities Act”) or with any securities regulatory
authority of any state of the United States or other jurisdiction and may not be offered or
sold within the United States absent registration or an exemption from registration under the
Securities Act. No public offering of the securities will be made in the United States or in any
other jurisdiction where such an offering is restricted or prohibited. The securities described
in this announcement will be sold in accordance with all applicable laws and regulations.
No money, securities or other consideration is being solicited by this announcement or the
information contained herein and, if sent in response to this announcement or the information
contained herein, will not be accepted.
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OVERSEAS REGULATORY ANNOUNCEMENT

This overseas regulatory announcement is issued pursuant to Rule 13.10B of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”).

Reference is made to the announcement of Imagi International Holdings Limited (the “Company”)
dated 6 November 2019 (the “Announcement”) in relation to the issue of the Notes by Imagi
Holdings Limited, a company incorporated in the British Virgin Islands with limited liability
and a wholly-owned subsidiary of the Company. All terms used herein have the same meaning
as defined in the Announcement, unless otherwise defined.

*  For identification purpose only



The Board is pleased to announce that the Notes are listed on the SGX-ST on 19 December
2019. Please refer to the attached introductory document in relation to the Notes (the
“Introductory Document”), which is available on the website of SGX-ST.

The posting of the Introductory Document on the website of the Stock Exchange is only for
the purpose of facilitating equal dissemination of information to investors in Hong Kong and
compliance with Rule 13.10B of the Listing Rules, and not for any other purposes.

The Introductory Document does not constitute a prospectus, notice, circular, brochure or
advertisement offering to sell any securities to the public in any jurisdiction, nor is it an
invitation to the public to make offers to subscribe for or purchase any securities, nor is it
calculated to invite offers by the public to subscribe for or purchase any securities.

The Introductory Document must not be regarded as an inducement to subscribe for or
purchase any securities of the Company, and no such inducement is intended. No investment
decision should be based on the information contained in the Introductory Document.

By Order of the Board
Imagi International Holdings Limited
Kitchell Osman Bin
Acting Chairman

Hong Kong, 23 December 2019
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INTRODUCTORY DOCUMENT DATED 19 DECEMBER 2019
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Guaranteed by

Imagi International Holdings Limited



NOTICE TO INVESTORS

This Introductory Document is issued in connection with the listing and quotation of the Notes (as defined
herein) on the Singapore Exchange Securities Trading Limited (the “SGX-ST”) by way of an introduction (the
“Introduction”) of, and contains certain information with regard to, the HK$1,000,000,000 10.00 per cent.
Guaranteed Notes due 2022 issued by Imagi Holdings Limited (the “Issuer”) and guaranteed by Imagi
International Holdings Limited (the “Guarantor™) (the “Notes”, which expression shall, except where otherwise
indicated, include any further Notes issued in accordance with Condition 13 (Further Issues) of the Terms and
Conditions of the Notes (the “Terms and Conditions”) and consolidated and forming a single series with the
Notes). In addition, this Introductory Document also contains summary descriptions of the Issuer and the
Guarantor.

HK$1,000,000,000 principal amount of the Notes were issued on 13 November 2019 and are constituted
by a deed of covenant dated 13 November 2019 (as amended or supplemented from time to time, the
“Deed of Covenant”) entered into by the Issuer and are subject to and with the benefit of (a) a deed of
guarantee dated 13 November 2019 (as amended or supplemented from time to time, the “Deed of
Guarantee”) entered into by the Guarantor and (b) a fiscal agency agreement dated 13 November 2019
(as amended or supplemented from time to time, the “Agency Agreement’) between the Issuer, the
Guarantor, Bank of Communications Co., Ltd. Hong Kong Branch (a joint stock company incorporated
in the People’s Republic of China with limited liability) as registrar (the “Registrar”, which expression
includes any successor registrar appointed from time to time in connection with the Notes), Bank of
Communications Co., Ltd. Hong Kong Branch (a joint stock company incorporated in the People’s
Republic of China with limited liability) as fiscal agent (the “Fiscal Agent”, which expression includes
any successor fiscal agent appointed from time to time in connection with the Notes), Bank of
Communications Co., Ltd. Hong Kong Branch (a joint stock company incorporated in the People’s
Republic of China with limited liability) as the transfer agent (the “Transfer Agent”, which expression
includes any successor or additional transfer agent appointed from time to time in connection with the
Notes) and Bank of Communications Co., Ltd. Hong Kong Branch (a joint stock company incorporated
in the People’s Republic of China with limited liability) as the paying agent (together with the Fiscal
Agent, the “Paying Agents”, which expression includes any successor or additional paying agents
appointed from time to time in connection with the Notes). The Notes were subscribed for by certain
investors pursuant to a subscription agreement dated 6 November 2019 between the Issuer, the
Guarantor and the initial investors.

Approval in-principle has been received for the listing and quotation of the Notes on the SGX-ST. The
SGX-ST assumes no responsibility for the correctness of any of the statements made, opinions expressed
or reports contained in this Introductory Document. Approval in-principle for the listing and quotation
of the Notes on the SGX-ST is not to be taken as an indication of the merits of the Notes, the Issuer, the
Guarantor, their respective subsidiary companies (if any), or their respective associated companies (if

any).

There is no offering of the Notes in connection with the Introduction in Singapore or elsewhere and no
person should take the Introduction or this Introductory Document to be an offer of, or an invitation by
or on behalf of the Issuer, the Guarantor, the Fiscal Agent, the Agents (“Agents” refers to the Paying
Agents, Transfer Agent and Registrar, and any other agents who may be appointed by the Issuer and the
Guarantor in connection with the Notes) or the initial investors to purchase or acquire any of the Notes.

This Introductory Document does not contain any financial information or any business description
(other than a summary description of the Issuer and the Guarantor) of the Issuer and the Guarantor.
The Guarantor’s shares are listed on the Main Board of The Stock Exchange of Hong Kong Limited (the
“SEHK?), and in accordance with applicable requirements of the SEHK, the Guarantor prepares and
publishes audited consolidated financial statements and unaudited interim six month financial statements
which are available on the Guarantor’s website. The financial statements as at and for the years ended
31 December 2018 and 31 December 2017 and extracted from the Guarantor’s 2018 annual report are
attached at Appendix A and the interim financial statements as at and for the six months ended 30 June
2019 and 30 June 2018 and extracted from the Guarantor’s 2019 interim report are attached at Appendix
B.
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This Introductory Document does not purport to nor does it contain all information in relation to the
Issuer, the Guarantor, or the Notes that any individual prospective investor may deem appropriate prior
to making an investment decision in relation to the Notes.

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

Each of the Issuer and the Guarantor accepts full responsibility for the accuracy of the information contained in
this Introductory Document and confirm, having made all reasonable enquiries, that to the best of its knowledge
and belief there are no other facts the omission of which would make any statement herein misleading.

No person has been authorised to give any information or to make any representation other than those contained
in this Introductory Document and, if given or made, such information or representation must not be relied upon
as having been authorised by the Issuer, the Guarantor, the Fiscal Agent or the Agents.

None of the Fiscal Agent, the Agents, or the initial investors, or any person who controls any of them, or their
respective directors, officers, employees, agents, advisers or affiliates has separately verified the information
contained in this Introductory Document. None of the Fiscal Agent, the Agents, or the initial investors, or any
person who controls any of them, or any of their respective directors, officers, employees, agents, advisers or
affiliates, makes any representation, warranty or undertaking, express or implied, or accepts any responsibility
or liability, with respect to the accuracy or completeness of any of the information contained in this Introductory
Document.

To the fullest extent permitted by law, none of the Fiscal Agent, the Agents, or the initial investors, or any
person who controls any of them, or any of their respective directors, officers, employees, agents, advisers or
affiliates, accepts any responsibility for the contents of this Introductory Document. None of the Fiscal Agent,
the Agents, or the initial investors, or any person who controls any of them, or any of their respective directors,
officers, employees, agents, advisers or affiliates, undertakes to review the financial condition or affairs of the
Issuer or the Guarantor during the life of the arrangements contemplated by this Introductory Document nor to
advise any investor or potential investor in the Notes of any information coming to their attention.

This Introductory Document (or any part hereof) is not intended to provide the basis of any credit or other
evaluation and should not be considered as a recommendation by the Issuer, the Guarantor, the Fiscal Agent,
the Agents or the initial investors that any recipient of this Introductory Document should purchase or acquire
any of the Notes. A prospective purchaser shall make its own assessment based on information that it deems
appropriate of the foregoing and other relevant matters including the financial condition, business, affairs,
prospects and creditworthiness of the Issuer, the Guarantor and their respective subsidiaries and associated
companies (if any), and obtain its own independent legal or other advice thereon, and its investment shall be
deemed to be based on its own independent investigation of the financial condition, business and affairs and its
appraisal of the creditworthiness of the Issuer, the Guarantor and their respective subsidiaries and associated
companies (if any). Accordingly, notwithstanding anything herein, none of the Issuer, the Guarantor, the Fiscal
Agent, the Agents, the initial investors or any of their respective officers, employees or agents shall be held
responsible for any loss or damage suffered or incurred by the recipients of this Introductory Document (or any
part hereof) as a result of or arising from anything expressly or implicitly contained in or referred to in this
Introductory Document (or such part hereof) and the same shall not constitute a ground for rescission of any
purchase or acquisition of any of the Notes by a recipient of this Introductory Document (or such part hereof).

The delivery of this Introductory Document (or any part hereof) shall not, under any circumstances, constitute
a representation, or give rise to any implication, that there has been no change in the prospects, financial
condition, business, operating results or general affairs of the Issuer, the Guarantor or any of their respective
subsidiaries or associated companies (if any) or in the information herein since the date hereof, the date of such
information, or the date on which this Introductory Document has been most recently amended or supplemented.
Save as expressly stated herein, nothing contained herein is, or may be relied upon as, a promise or
representation as to the future performance or policies of the Issuer, the Guarantor or any of their respective
subsidiaries (if any) or associated companies (if any).
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Any announcements or notices to investors in relation to the Notes (if any) may be made via SGXNet (where if
made, such announcements or notices are available on the website of the SGX-ST at www.sgx.com).

The distribution and publication of this Introductory Document in certain jurisdictions may be restricted
by law. Any person(s) to whom this is sent shall not distribute or cause to be distributed this Introductory
Document in any country or jurisdiction except in such manner and in such circumstances as will result
in compliance with any applicable laws and regulations.

Itis recommended that persons proposing to purchase or acquire any of the Notes consult their own legal,
tax and other advisers before purchasing or acquiring the Notes.

The contents of this Introductory Document have not been reviewed by any regulatory authority in Singapore,
Hong Kong or elsewhere. The Notes and the Guarantee have not been approved or disapproved by the United
States Securities and Exchange Commission (the “SEC”), any state securities commission in the United States
or any other United States regulatory authority, nor have any of the foregoing authorities passed upon or
endorsed the accuracy or adequacy of this Introductory Document. Any representation to the contrary is a
criminal offence in the United States.

The Notes have not been and will not be registered under the U.S. Securities Act of 1933, as amended (the
“Securities Act”), and may not be offered, sold or delivered within the United States, except in accordance with
Regulation S under the Securities Act (“Regulation S”). For a further description of certain restrictions on the
sale and resale of the Notes, see the “Selling Restrictions” and “Transfer Restrictions” sections below.

In connection with Section 309B of the SFA and the Securities and the CMP Regulations 2018, the Issuer has
determined, and hereby notifies all relevant persons (as defined in Section 309A(1) of the SFA), that the Notes
are “prescribed capital markets products” (as defined in the CMP Regulations 2018) and Excluded Investment
Products (as defined in MAS Notice SFA 04-N12: Notice on the Sale of Investment Products and MAS Notice
FAA-N16: Notice on Recommendations on Investment Products).
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FORWARD LOOKING STATEMENTS

This Introductory Document may contain “forward-looking statements”. These forward-looking statements
relate to events that are subject to known and unknown risks, uncertainties and other factors, some of which are
beyond our control, which may cause our actual results, performance or achievements, or industry results, to be
materially different from any future results, performance or achievements, expressed or implied by the forward-
looking statements. These forward-looking statements are based on numerous assumptions regarding our
present and future business strategies and the environment in which we will operate in the future. A number of
factors could cause our actual results, performance or achievements to differ materially from those in the
forward-looking statements.

In some cases, you can identify forward-looking statements by such terminology as “may”, “will”, “should”,
“could”, “would”, “expect”, “intend”, “plan”, “anticipate”, “going forward”, “ought to”, *“seek”, “project”,
“forecast”, “believe”, “estimate”, “predict”, “potential” or “continue” or the negative of these terms or other
comparable terminology. Such statements reflect the views of our management only as at the date of this
Introductory Document with respect to future events, operations, results, liquidity and capital resources and are
not guarantees of future performance and some of which may not materialise or may change. Although we
believe that the expectations reflected in these forward-looking statements are reasonable, we cannot assure you
that those expectations will prove to be correct, and you are cautioned not to place undue reliance on such
statements. In addition, unanticipated events may adversely affect the actual results we achieve. Important
factors that could cause actual results to differ materially from our expectations are disclosed under “Investment
Considerations”.

In light of these risks, uncertainties and assumptions, the forward-looking events discussed in this Introductory
Document might not occur and the actual results of the Issuer or the Guarantor could differ materially from
those anticipated in these forward-looking statements. Accordingly, undue reliance should not be placed on
these forward-looking statements.

These forward-looking statements speak only as at the date of this Introductory Document. The Issuer and the
Guarantor expressly disclaim any obligation or undertaking to release publicly any updates or revisions to any
forward-looking statement contained herein to reflect any change in expectations with regard thereto or any
change of events, conditions or circumstances, on which any such statement was based.
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CERTAIN TERMS AND CONVENTIONS

When we use the terms “we,” “us,” “our,” the “Group”, and words of similar import, we are referring to the
Guarantor itself, or to the Guarantor and its subsidiaries and associated companies (if any), as the context
requires.

Unless otherwise specified or the context otherwise requires, references to “Hong Kong” are to the Hong Kong
Special Administrative Region of the PRC, “PRC” are to the People’s Republic of China (excluding, for the
purposes of this Introductory Document only, Hong Kong, the Macau Special Administrative Region of the
PRC and Taiwan), “U.S.” or “United States” are to the United States of America, “Hong Kong dollars”, “HK
dollars” and “HK$” are to the lawful currency of Hong Kong, “U.S. dollars” or “U.S.$” are to the lawful
currency of the United States, “GBP” are to the lawful currency of the United Kingdom and references to “EUR”
are to the currency introduced at the start of the third stage of European Economic and Monetary Union pursuant
to the Treaty establishing the European Community, as amended.
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SUMMARY OF THE TERMS OF THE NOTES

The following is a summary of the principal features of the Notes and the Guarantee. For a summary of the
provisions relating to the Notes whilst in global form, see “Summary of Provisions Relating to the Notes in
Global Form™ below. Terms defined under the Terms and Conditions or elsewhere in this Introductory
Document shall have the same respective meanings in this summary. The following summary is qualified in its
entirety by the more detailed information appearing elsewhere in this Introductory Document.

Issuer .......

GUarantor ......ccccceeevvveciivieeeeeen,

The Notes.

Initial Closing Date....................

Maturity Date ........cccccoeevveenenee.

ISSUE PriCe ..o

Interest.....

Status.......

Guarantee

Negative P
Covenants
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ledge and

Imagi Holdings Limited, Commerce House, Wickhams Cay 1, P.O. Box
3140, Road Town, Tortola, British Virgin Islands VG1110.

Imagi International Holdings Limited, Clarendon House, 2 Church
Street, Hamilton HM 11, Bermuda.

HK$1,000,000,000 10.00 per cent. Guaranteed Notes due 2022 (the
Notes, which expression shall, except where otherwise indicated,
include any further Notes issued in accordance with Condition 13
(Further Issues) of the Terms and Conditions and consolidated and
forming a single series with the Notes).

13 November 2019
13 November 2022
100 per cent. of the principal amount of the Notes.

10.00 per cent. per annum, payable semi-annually in arrears on 13 May
and 13 November in each year beginning on 13 May 2020.

The Notes constitute direct, general, unconditional, unsubordinated and
(subject to Condition 6(g) (Limitation on Liens) of the Terms and
Conditions) unsecured obligations of the Issuer which will at all times
rank pari passu among themselves and at least pari passu with all other
present and future unsecured and unsubordinated obligations of the
Issuer, save for such obligations as may be preferred by provisions of
law that are both mandatory and of general application.

The Guarantor has in the Deed of Guarantee unconditionally and
irrevocably guaranteed the due and punctual payment of all sums from
time to time payable by the Issuer in respect of the Notes. This guarantee
(the “Guarantee”) constitutes direct, general, unconditional,
unsubordinated and (subject to Condition 6(g) (Limitation on Liens) of
the Terms and Conditions) unsecured obligations of the Guarantor
which will at all times rank at least pari passu with all other present and
future unsecured obligations of the Guarantor, save for such obligations
as may be preferred by provisions of law that are both mandatory and of
general application.

The Guarantor is the parent company of the Issuer and more about the
Guarantor’s operations can be found at “Description of the Guarantor”.

The Notes and the terms and conditions of the Notes contain certain
limitations on the ability of the Guarantor and its restricted subsidiaries
to:

° incur or guarantee additional indebtedness;




Events of Default ..........ccocouv...

Final Maturity.........cc.ccccevevennnn.

Redemption for De-listing

Redemption at the Option of
the ISSUEr ...,
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. declare dividends on their capital stock or purchase or redeem
capital stock;

. make investments or other specified restricted payments;
° issue or sell capital stock of restricted subsidiaries;

. guarantee indebtedness by restricted subsidiaries;

o enter into transactions with shareholders or affiliates;

. create liens;

o enter into sale and leaseback transactions;

. sell assets;

° effect a consolidation or merger; or

. engage in business other than a permitted business.

The Notes and the terms and conditions of the Notes also require the
Issuer to remain a wholly-owned restricted subsidiary of the Guarantor.

These covenants are subject to a number of important qualifications and
exceptions as further described in the Terms and Conditions.

Customary events of default provisions, with cross acceleration
threshold being HK$50 million.

For a description of those events that permit acceleration of the Notes,
see Condition 8 (Events of Default) of the Terms and Conditions below.

Upon the occurrence of an event of default, the holders of the Notes
(“Noteholders”) holding not less than 25% of the aggregate principal
amount of the outstanding Notes may declare the Notes to be
immediately due and payable, whereupon they shall become
immediately due and payable at their principal amount together with
accrued and unpaid interest.

Unless the Notes have been exchanged, redeemed or purchased and
cancelled, the Notes will be redeemed by the Issuer on 13 November
2022 (the “Maturity Date”) at 100 per cent. of their principal amount.

At any time following a De-listing Event (as defined below), any
Noteholder shall have the right, at such Noteholder’s option, to require
the Issuer to redeem all but not some of that Noteholder’s Notes at 101%
of their principal amount, together with accrued and unpaid interest to
but excluding the settlement date of such De-listing Event put.

A “De-listing Event” occurs if and when the ordinary shares of the
Guarantor cease to be listed and admitted to trading on the Stock
Exchange of Hong Kong Limited (other than (i) a suspension applied
for by the Guarantor in relation to a notifiable transactions under the
Listing Rules of the Stock Exchange of Hong Kong Limited, or (ii) in
any other cases, a temporary suspension of trading for not more than
twenty (20) consecutive trading days).




Drag-along Redemption............

Redemption for Change of

Control................

Gaming Redemption .................

Withholding Taxes ..........cccoe.....

Tax Redemption
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The Issuer may, at any time after the date falling six months after the
Issue Date, upon prior notice, redeem the Notes, in whole or in part, at
the redemption prices set forth below (expressed as percentages of
principal amount), plus accrued and unpaid interest to but excluding the
date fixed for redemption:

Six-month period beginning 13 | 102%
May 2020

Twelve-month period beginning | 101.5%
13 November 2020

Twelve-month period beginning | 101%
13 November 2021

If 90% or more in principal amount of the Notes then outstanding has
been redeemed due to Change of Control or De-listing Event, the Issuer
may, upon prior notice, redeem at its option the remaining Notes as a
whole at their principal amount, together with accrued and unpaid
interest to but excluding the date of such redemption as further described
in the Terms and Conditions.

At any time following the occurrence of a Change of Control, any
Noteholder will have the right, at such Noteholder’s option, to require
the Issuer to redeem all but not some only of that Noteholder’s Notes on
the Change of Control Put Settlement Date (as defined in the Terms and
Conditions) at 101 per cent. of their principal amount, together with
accrued interest to, but excluding the Change of Control Put Settlement
Date, as further described in Condition 5(c) (Redemption for Change of
Control) of the Terms and Conditions.

If the gaming authority in which the Issuer, the Guarantor or any of their
respective Subsidiaries conducts or proposes to conduct gaming
operations requires that a person who is a holder or the beneficial owner
of the Notes be licensed, qualified or found suitable under applicable
gaming laws and such holder or beneficial owner fails to apply or
become licensed or qualified or is found unsuitable, the Issuer shall have
the right at its option to require such person to dispose of its Notes or
beneficial interest therein or to redeem such Notes at a redemption price
equal to 100% of the principal amount thereof, plus accrued and unpaid
interest on the Notes redeemed, to but excluding the earlier of the
redemption date or the date of the finding of unsuitability or failure to
comply as further described in the Terms and Conditions.

All payments under or in respect of the Notes shall be made without
deduction of or withholding for or on account of any present or future
taxes imposed or levied by or on behalf of the British Virgin Islands,
Bermuda or Hong Kong or any political subdivision thereof, or any
authority thereof or therein having power to tax, unless such deduction
or withholding is compelled by law. In the event that any such deduction
or withholding is compelled, the Issuer or, as the case may be, the
Guarantor shall pay additional amounts in respect thereof, subject to
certain exceptions as further described in the Terms and Conditions.

The Issuer may redeem in whole, but not in part, the Notes, at its option,
at any time, on giving not less than 30 nor more than 60 days’ notice to
the Fiscal Agent, the Registrar and to the Noteholders in accordance
with the Terms and Conditions at a redemption price of 100 per cent. of
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their principal amount as at the relevant redemption date together with
interest accrued but unpaid to such date (if any), if the Issuer or the
Guarantor satisfies the Fiscal Agent immediately prior to the giving of
such notice that (a) it has or will become obliged to pay additional tax
amounts as a result of any change in, or amendment to, the laws or
regulations of the British Virgin Islands or Bermuda or, in each case,
any political subdivision or any authority thereof or therein having
power to tax, or any change in the general application or official
interpretation of such laws or regulations, which change or amendment
becomes effective on or after 6 November 2019, and (b) such obligation
cannot be avoided by the Issuer or the Guarantor taking reasonable
measures available to it, provided that no such notice of redemption shall
be given earlier than 90 days prior to the earliest date on which the Issuer
or the Guarantor would be obliged to pay such additional tax amounts
were a payment in respect of the Notes then due or (as the case may be)
a demand under the Guarantee of the Notes were then made, as further
described in the Terms and Conditions.

The Issuer may from time to time without the consent of holders of the
Noteholders create and issue further Notes.

The Notes, the Deed of Covenant, the Deed of Guarantee and the
Agency Agreement are governed by English law.

The Notes will not be rated.

The Notes are in registered form in the denomination of HK$1,500,000
and integral multiples of HK$10,000 in excess thereof.

Bank of Communications Co., Ltd. Hong Kong Branch, 20 Pedder
Street, Central Hong Kong

Bank of Communications Co., Ltd. Hong Kong Branch, 20 Pedder
Street, Central Hong Kong

Approval in-principle has been received for the listing and quotation of
the Notes on the SGX-ST. The Notes are traded on the SGX-ST in a
minimum board lot size of HK$500,000 with a minimum of 3 lots to be
traded in a single transaction for so long as the Notes are listed on the
SGX-ST.

For so long as the Notes are listed on the SGX-ST and the rules of the
SGX-ST so require, the Issuer will appoint and maintain a paying agent
in Singapore, where the Notes may be presented or surrendered for
payment or redemption in the event that a Global Certificate is
exchanged for definitive Certificates. In addition, in the event that a
Global Certificate is exchanged for definitive Certificates, an
announcement of such exchange will be made by or on behalf of the
Issuer through the SGX-ST and such announcement will include all
material information with respect to the delivery of the definitive
Certificates, including details of the paying agent in Singapore.

The Notes are represented by beneficial interests in the Global Note
Certificate in registered form, which is registered in the name of a
nominee for, and deposited with a common depositary for, Euroclear
Bank SA/NV and Clearstream Banking S.A. Beneficial interests in the
Global Note Certificate will be shown on, and transfers thereof will be
effected only through, records maintained by, Euroclear and
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Clearstream. Except as described herein, certificates for Notes will not
be issued in exchange for interests in the Global Note Certificate.

The Notes have been accepted for clearing by Euroclear Bank SA/NV
and Clearstream Banking S.A., Luxembourg under the following
Common Code and International Securities Identification Number:

Common Code: 205384634
ISIN: XS2053846346

254900XS0ICRCMQD6Z59

The Notes have not been and will not be registered under the Securities
Act or any other applicable securities laws and will be subject to
customary restrictions on transfer and resale. Please refer to “Transfer
Restrictions” below.

No action has been taken or will be taken in any jurisdiction that would
permit a public offering of the Notes, or possession or distribution of
this Introductory Document or any amendment or supplement thereto or
any other offering or publicity material relating to the Notes, in any
country or jurisdiction where action for that purpose is required.
Accordingly, neither the Notes may be offered or sold, directly or
indirectly, and neither this document nor any offering material or
advertisements in connection with the Notes may be distributed or
published, by the Issuer, the Guarantor or the initial investors in or from
any country or jurisdiction, except in compliance with all applicable
rules and regulations of any such country or jurisdiction. Please refer to
“Selling Restrictions” below.




INVESTMENT CONSIDERATIONS

Notwithstanding that this Introductory Document does not contain all information in relation to the Issuer,
the Guarantor, the Notes or the Guarantee that any individual prospective investor may deem appropriate
prior to making an investment decision in relation to the Notes, prior to making such a decision,
prospective investors of the Notes should carefully consider all the information set forth in this Introductory
Document including the investment considerations set forth below. THIS INTRODUCTORY DOCUMENT
ONLY SETS OUT LIMITED INVESTMENT CONSIDERATIONS RELATING TO THE BUSINESSES OF
THE ISSUER AND THE GUARANTOR, and the investment considerations set out below do not purport to
be complete or comprehensive in terms of all the investment considerations that may be involved in the
businesses of the Issuer, the Guarantor and the Group or any decision to purchase, own or dispose of the
Notes. There may also be additional investment considerations which the Issuer or the Guarantor are
currently unaware of or which are not disclosed herein, which may also impair the businesses, financial
condition, performance or prospects of the Issuer, the Guarantor, or the Group or affect the market price
of, liquidity and/or trading in, the Notes. The inability of the Issuer or the Guarantor to pay principal,
interest or other amounts or fulfil other obligations on or in connection with the Notes or the Guarantee
of the Notes may occur for other reasons and the Issuer and the Guarantor do not represent that the
statements below regarding the investment considerations in connection with holding the Notes are
exhaustive. Terms used in this section and otherwise not defined shall have the meanings given to them in
“Terms and Conditions of the Notes”.

Limitations of this Introductory Document

This Introductory Document does not contain any financial information or business description
(other than a summary description of the Issuer and Guarantor) of the Issuer, the Guarantor and
the Group. This Introductory Document does not purport to nor does it contain all information in
relation to the Issuer, the Guarantor or the Notes that any individual prospective investor may deem
appropriate prior to making an investment decision in relation to the Notes.

This Introductory Document (or any part hereof) is not intended to provide the basis of any credit or other
evaluation and should not be considered as a recommendation by any of the Issuer, the Guarantor, the
Group, the Fiscal Agent or the Agents that any recipient of this Introductory Document or any such other
document or information (or such part thereof) should purchase or acquire any of the Notes. Each person
receiving this Introductory Document acknowledges that such person has not relied on any of the Issuer,
the Guarantor, the Group, the Fiscal Agent or the Agents or any person affiliated with each of them in
connection with its investigation of the accuracy of the information contained herein or of any additional
information considered by it to be necessary in connection with its investment decision.

Any recipient of this Introductory Document contemplating purchasing or acquiring any of the Notes
should determine for itself the relevance of the information contained herein and any such other document
or information (or any part thereof) and its investment should be, and shall be deemed to be, based solely
upon its own independent investigation of the business, operations condition (financial or otherwise) and
affairs, and its own appraisal of the prospects and creditworthiness of the Issuer, the Guarantor, the Group,
the Terms and Conditions of the Notes and any other factors relevant to its decision, including the merits
and risks involved.

Investment Considerations relating to the Guarantor
There may be limited publicly available information about the Group.

The Guarantor is a company publicly listed on the SEHK, and accordingly, the Guarantor is required to
publicly disclose certain reports and information relating to the Group to the SEHK in accordance with the
listing rules of the SEHK. However, there is no obligation on the Guarantor to make any information
available to the Noteholders at any time, except to the extent required under the Terms and Conditions of
the Notes. To the extent that purchasers of the Notes rely or intend to rely on such publicly available
information, they should have regard to the scope and extent of the disclosure requirements that are
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imposed by applicable Hong Kong law and regulations on the Guarantor, in particular, the listing rules of
the SEHK, and assess the relevance and adequacy of such publicly available information accordingly.
There can be no assurance that the publicly available information relating to the Group is or will be
complete or current for the purposes of assisting a prospective investor in making an investment decision
in relation to the Notes and the Guarantee of the Notes.

Global and regional economic factors may have an adverse impact on the Group’s operations

The Group’s businesses and investments are highly dependent on economic and market conditions
globally. The global credit markets have experienced unfavourable financial or economic
conditions, such as those caused in recent years by global economic factors. There remains a concern
that a return of the debt crisis in Europe as well as rumours or threats or actual terrorist attacks or
conflicts globally will have a detrimental effect on the global financial system. The global economic
downturn has in the past led to decreases in market valuations and liquidity, increased market
volatility and a widespread reduction of business activity generally. Significant uncertainty
remains surrounding the impact of a referendum held in the United Kingdom in June 2016 where
it voted to leave the European Union (“Brexit”) on the general economic conditions in the United
Kingdom and the European Union and any consequential impact on global financial markets. A lack
of clarity over the process for managing Brexit and uncertainties surrounding the economic impact
could lead to a further slowdown and instability in financial markets worldwide.

In addition, any potential cessation, fluctuation or disturbance of world trade causing disruption of the
financial markets or the finance industry as a whole may also adversely affect the Group’s business
operations and financial position. The U.S. and the PRC have recently been involved in disputes over
trade barriers that have threatened to escalate into a trade war between the countries. Both countries have
implemented tariffs on certain imported products from the other, casting uncertainty over tariffs and
barrier to entry for products on both sides. Sustained tension, or an escalation of tensions, between the
U.S. and the PRC over trade policies could significantly undermine the stability of the global economy.
Any severe or prolonged slowdown or instability in the global economy may materially and adversely
affect the Group’s business, operational results and financial condition.

Any deterioration in the financial markets may contribute to a slowdown in the global economy, including
in the growth forecasts, and may lead to significant declines in employment, household wealth, consumer
demand and lending. These events have had, or may have, a significant adverse impact on economic
growth and may adversely impact the Group investment holdings and financial services businesses due
to adverse changes in market conditions and investment opportunities.

In addition, changes in the global credit and financial markets have recently diminished the
availability of credit and led to an increase in the cost of financing. The Group may face difficulty
in accessing the financial markets, which could make it more difficult or expensive to obtain funding
in the future. If the Group is unable to raise finance at a reasonable cost, this may adversely impact
the Group’s financial condition and therefore the ability of the Issuer to satisfy its obligations under
the Notes and/or the Guarantor’s ability to satisfy its obligations under the Guarantee of the Notes.

Further, in connection with the Group’s proposed acquisition in the United Kingdom, as described in
“Description of the Guarantor — Recent Developments of the Group — Gaming Business”, the Group
may, in the future be affected, the state of the United Kingdom’s markets. Economic conditions in the
United Kingdom may therefore materially impact the Group. The uncertainty surrounding Brexit and the
impact of Brexit on the economy in the United Kingdom, including but not limited to any potential or
actual volatility in the exchange rate of the British pound, may adversely affect the Group’s business and
financial condition, and therefore have an adverse impact on the ability of the Issuer to satisfy its
obligations under the Notes and/or the Guarantor’s ability to satisfy its obligations under the Guarantee
of the Notes.

Civil unrest in Hong Kong could have an adverse impact on the Guarantor’s business, financial
condition, operating results and prospects
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Civil unrest and an uncertain political environment in Hong Kong may impact Hong Kong’s economy.
Protests or demonstrations causing disruption to businesses and commercial activities, such as the recent
protests that have taken place in Hong Kong, may adversely affect overall business activity in Hong Kong,
which in turn may have a negative impact on the Group.

There may be significant fluctuations in the Group’s results of operations

The Group’s revenue may fluctuate significantly from period to period primarily due to the nature of its
businesses, limited number of investments and businesses it undertakes at any one time, and certain other
factors that are beyond its control. The Group’s revenue, net profit/loss, expenses and results of operations
have varied significantly in the past and may continue to fluctuate significantly from period to period in
the future (including losses during certain periods). Such fluctuation may adversely affect the Group’s
business, results of operations and financial condition, and therefore have an adverse impact on the
ability of the Issuer to satisfy its obligations under the Notes and/or the Guarantor’s ability to satisfy its
obligations under the Guarantee of the Notes.

The Group operates in highly competitive industries

The Group’s principal business operations face significant competition across the markets in which it
operates. New market entrants and intensified price competition among existing market players could
adversely affect the Group’s business prospects, financial condition or results of operations, which may
impact on the ability of the Issuer to satisfy its obligations under the Notes and/or the Guarantor’s ability
to satisfy its obligations under the Guarantee of the Notes.

The Group may not be able to implement its future business plans for growth successfully, and the
proposed acquisition by the Group may place a significant burden on its management and operational
and financial resources

The future success of the Group depends to an extent on its ability to execute its strategy as it seeks to
expand its business either organically or through acquisitions of, or investments in, other businesses. The
successful implementation of such plans will depend on a number of factors that may or may not be within
the Group’s control, including but not limited to the Group’s ability to manage its development and
investment plans, integrate any acquired businesses and mitigate any unforeseen difficulties which may
arise in the acquisition and developments processes in relation to both its development and investment
projects, including but not limited to any unforeseen regulatory, licensing, litigation, tax and other
liabilities.

In addition, the growth of the Group has placed, and is expected to continue to place, asignificant
burden on the Group’s management, operational and financial resources. As a result, failure to
appropriately enhance group-wide administrative, operational and financial and compliance
management systems in a timely manner may result in a material adverse impact on the Group’s
business, financial condition and results of operations. Risks may increase when the Group expands
into new jurisdictions or markets, as managing the growth of a geographically diverse business
involves significant challenges. New jurisdictions and markets also pose challenges related to
integration and compliance with local regulations.

On 24 July 2019, we announced that Project Martini Limited, an indirect wholly owned subsidiary of the
Guarantor, has entered into a sale and purchase agreement pursuant to which it conditionally agreed to
acquire the entire issued share capital of Les Ambassadeurs Club Limited, the owner of an exclusive and
distinguished gaming club in the United Kingdom. As with any significant acquisition, the Group
anticipates it will confront a number of risks and challenges in integrating and managing a new business
in a new geographic location. There can be no assurance that the acquisition of the Group will not be
delayed or that it will be completed at all, or that the Group will be able to effectively assimilate and
manage the business of such acquired company. Furthermore, the gaming industry is a highly regulated
industry. Current laws, such as licensing requirements and other regulatory obligations, including with
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respect to anti-money laundering, could change or become more stringent. Any such adverse developments
in the regulation or taxation of the gaming industry or our ability to comply with such regulations could
significantly increases our costs or otherwise adversely affect the Group’s business, results of operations
and financial condition.

There is no assurance that the Group’s future plans will be successfully implemented. If the Group fails
to implement the above-mentioned plans, its overall expansion and business strategy may be adversely
affected, which in turn may have a material adverse effect on the Group’s business, financial condition
and results of operations. This in turn may have an adverse impact on the ability of the Issuer to satisfy
its obligations under the Notes.

The Group’s investments have exposure to credit risk, counterparty risk and risks inherent in the
financial markets generally

Unfavourable financial or economic environments, including the continued global financial
uncertainties, have had and may continue to have an adverse impact on investors’ confidence and
global financial markets. Increasing uncertainties in financial markets could adversely affect the
Group’s investments and financial services business, and therefore financial condition and results of
operations in ways including, but not limited to, the following:

. the value of the Group’s investments in securities may significantly decrease;
. the Group may be exposed to credit risk with respect to its investments; and
. financial assets held by the Group may also be subject to price fluctuations.

The Group’s operations are subject to legal and regulatory considerations

The operations of the Group are subject to various laws and regulations in the jurisdictions in which the
Group’s operations are located. From time to time, changes in law and regulations or the implementation
thereof may require the Group to obtain additional approvals, permits and licences from the relevant
authorities for the conduct of its operations. In such event, the Group may incur additional expenses to
comply with such requirements. This will in turn affect the Group’s financial performance as its business
costs will increase.

Furthermore, the Group may not be able to obtain such approvals, permits or licences or there can be no
assurance that such approvals, permits or licences will be granted to the Group promptly or at all. If the
Group experiences delays in obtaining, or is unable to obtain, such required approvals, permits or licences,
it may have an adverse effect on the Group’s business, results of operations, financial condition and
prospects.

Legislation enacted in Bermuda in response to the European Union’s review of harmful tax
competition could adversely affect our operations

Pursuant to the Economic Substance Act 2018 (as amended) of Bermuda (the “ES Act”) that came
into force on 1 January 2019, a registered entity other than an entity which is resident for tax purposes
in a certain jurisdictions outside Bermuda that is not on the European Union’s list of non-cooperative
jurisdictions for tax purposes (a “non-resident entity”) that carries on as a business any one or more
of the “relevant activities” referred to in the ES Act must comply with economic substance
requirements. The ES Act may require in-scope Bermuda entities which are engaged in such “relevant
activities” to be directed and managed in Bermuda, have an adequate level of qualified employees in
Bermuda, incur an adequate level of annual expenditure in Bermuda, maintain physical offices and
premises in Bermuda or perform core income-generating activities in Bermuda. The list of “relevant
activities” includes carrying on as a business any one or more of: banking, insurance, fund
management, financing, leasing, headquarters, shipping, distribution and service centre, intellectual
property and holding entities.
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Based on the ES Act currently, for so long as the Guarantor is a non-resident entity, it is not required
to satisfy any such economic substance requirements other than providing the Bermuda Registrar of
Companies annually information on the jurisdiction in which it claims to be resident for tax purposes
together with sufficient evidence to support that tax residence. Although it is presently anticipated
that the ES Act will have little material impact on the Guarantor or its operations, as the legislation
is new and remains subject to further clarification and interpretation, it is not currently possible to
ascertain the precise impact of the ES Act on the Issuer.

Legislation enacted in the British Virgin Islands as to Economic Substance may affect our operations

Pursuant to the Economic Substance (Companies and Limited Partnerships) Act, 2018 of the
British Virgin Islands (“BVI ES Act”) that came into force on 1 January 2019, a “legal entity” carrying
on “holding business” (which is one of the “relevant activities” as defined in the BVI ES Act and
means purely holding equity participations in other entities and only earning dividends and capital
gains), is required to establish economic substance in the British Virgin Islands unless it is tax
resident in another jurisdiction (other than a “blacklisted” jurisdiction). According to the BVI ES
Act, a business company may be considered as outside the definition of “holding business” if it
carries on any other business (for example, owns properties), even if part of its business is holding
equity participants in other entities and earning dividends and capital gains.

To the extent any BVI company is a legal entity carrying on “holding business”, such BVI company will
be subject to reduced economic substance under the BVI ES Act.

As a result of the introduction of this legislation, any of our BVI subsidiaries, including the Issuer of the
Notes, may be required to be directed and managed in the British Virgin Islands, have an adequate number
of qualified employees in the British Virgin Islands, incur an adequate level of expenditure in the British
Virgin Islands, maintain physical offices or premises in the British Virgin Islands or perform core income-
generating activities in the British Virgin Islands. To the extent that we are required to increase our
economic substance in the British Virgin Islands to satisfy the requirements as set out in the BVI ES Act,
it could result in additional costs that could adversely affect our financial condition or results of our
operations.

We are awaiting further guidance as may be issued by the BVI government to clarify certain definitions
and requirements in the BVI ES Act and will make all endeavours to comply with the economic substance
requirements under the BVI ES Act. In the event that any of our BVI subsidiaries, including the Issuer of
the Notes, is required to have substance in the BVI according to the BVI ES Act but fails to satisfy such
requirements, such BVI subsidiary may initially be subject to penalty in accordance with the BVI ES Act.
Risks Relating to the Notes and the Guarantee of the Notes

The Group has indebtedness and contingent liabilities and may incur further additional indebtedness
and contingent liabilities in the future

The Group now has, and will continue to have indebtedness and incur contingent liabilities. Such
indebtedness and contingent liabilities could have important consequences, including the following:

. exposing the Guarantor to risks arising from increases in interest rates;
. limiting the Guarantor’s ability to satisfy its obligations under its debts;
. increasing the Guarantor’s vulnerability to adverse general economic and industry conditions;

. requiring the Guarantor and the relevant subsidiary to dedicate a substantial portion of
their cash flow from operations to servicing and repaying such indebtedness, thereby
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reducing the availability of cash flow to fund working capital, capital expenditures and
other general corporate purposes;

. limiting the Group’s flexibility in planning for, or reacting to, changes in its businesses
and the industries in which it operates;

. placing the Group at a competitive disadvantage compared to its competitors with less debt by
comparison;

. limiting, along with the financial and other restrictive covenants of the relevant subsidiary’s
indebtedness, among other things, the Group’s ability to borrow additional funds; and

. increasing the cost of additional financing.

Furthermore, if the Guarantor or the relevant member of the Group is unable to comply with the
restrictions and covenants in its current or future debt or other agreements, there could be a default
under the terms of such agreements. In the event of a default under such agreements, the holders of
the debt could terminate their commitments to lend to the Guarantor or the relevant members of the
Group, accelerate the debt and declare all amounts borrowed due and payable or terminate the
agreements, as the case may be. Some of the financing arrangements entered into by the
Guarantor or the relevant members of the Group contain cross-acceleration or cross-default
provisions. As a result, a default under one debt agreement may cause the acceleration of debt or
result in a default under other debt agreements. If any of these events occur, there can be no assurance
that the Group’s assets and cash flow would be sufficient to repay in full all of such indebtedness, or
that the Group would be able to find alternative financing on acceptable terms or at all.

The Issuer was established primarily for the purpose of raising finance for the Group and has no
business activities save for the issuance of debt securities

The Issuer was established mainly for the purpose of raising finance for the Group and will on-lend the
net proceeds from the issuance of the Notes to the Guarantor and/or any other members of the Group. The
Issuer does not and will not have any business activities other than the issue of debt securities, and its
ability to make payments under the Notes will depend on receipt of timely remittance of funds from the
Guarantor and/or other members of the Group.

Risks associated with the Guarantor’s holding company structure

The Issuer and the Guarantor may require cash from subsidiaries in order to meet its payment obligations
under the Notes or the Guarantee, as the case may be. The Guarantor is a holding company that operates
through subsidiaries and joint ventures. It is principally a holding company with limited operations of its
own. The Guarantor depends, to a significant extent, upon the receipt of dividends and/ or the repayment
of shareholders’ loans from its subsidiaries and associates to meet its overhead expenses and to make
payments with respect to its obligations, including its obligations under the Guarantee of the Notes, and
in order to provide funds to its subsidiaries and associates. The ability of subsidiaries and associates
of the Guarantor to pay dividends and/or repay shareholders’ loans to their respective shareholders
(including the Guarantor) is subject to the performance and cash flow requirements of such
subsidiaries and associates and to applicable law and restrictions contained in debt instruments of
such subsidiaries and associates, if any. The Guarantor’s obligations under the Guarantee of the Notes
will be effectively subordinated to all existing and future obligations of its direct and indirect
subsidiaries and associates, other than the Issuer. All claims of creditors of these subsidiaries and
associates, including trade creditors, lenders and all other creditors, will have priority as to
the assets of such entities over claims of the Guarantor and its creditors, including Noteholders as
beneficiaries of the Guarantee of the Notes. No assurance can be given that the Guarantor will have
sufficient cash flow from dividends and/or the repayment of shareholders’ loans to satisfy its
obligations, including its obligations under the Guarantee of the Notes or otherwise to enable the
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Issuer to make payments under the Notes, or that its subsidiaries and associates will pay
dividends and/or repay shareholders’ loans at all.

The Notes constitute direct, general, unconditional, unsubordinated and (subject to Condition 6(g)
(Limitation on Liens)) unsecured obligations of the Issuer which will at all times rank pari passu
without any preference or priority among themselves and at least rank pari passu with all other
present and future unsecured and unsubordinated obligations of the Issuer, save for such obligations
as may be preferred by provisions of law that are both mandatory and of general application. The
Guarantee of the Notes constitutes direct, general, unconditional, unsubordinated and (subject to
Condition 6(g) (Limitation on Liens)) unsecured obligations of the Guarantor which will at all times
rank at least pari passu with all other present and future unsecured obligations of the Guarantor, save
for such obligations as may be preferred by provisions of law that are both mandatory and of general
application. As a result, claims of secured lenders, whether senior or junior, with respect to assets
securing their loans will rank above the Noteholders’ claims with respect to those assets. In the event
of the Issuer’s or the Guarantor’s bankruptcy, insolvency, liquidation, reorganisation, dissolution or
other winding up, or upon any acceleration of the Notes, these assets will be available to pay
obligations on the Notes only after all other debt secured by these assets has been repaid in full. Any
remaining assets will be available to the Noteholders rateably with all of the Guarantor’s other
unsecured and unsubordinated creditors, including trade creditors. If there are insufficient assets
remaining to pay all these creditors, then principal, interest or other sums payable under all or a
portion of the Notes then outstanding would remain unpaid.

The Notes and the Guarantee of the Notes are unsecured obligations

As the Notes and the Guarantee of the Notes are unsecured obligations, their repayment may be
compromised if:

. the Guarantor or the Issuer enters into bankruptcy, liquidation, reorganisation or other
winding-up proceedings;

. there is a default in payment under the Issuer’s or the Guarantor’s secured indebtedness or
other unsecured indebtedness; or

. there is an acceleration of any of the Issuer’s or the Guarantor’s indebtedness.

If any of these events were to occur, the Issuer’s and the Guarantor’s assets and any amounts received
from the sale of such assets may not be sufficient to pay amounts due on the Notes.

The Notes may not be a suitable investment for all investors

The Notes are complex financial instruments and may be purchased as a way to reduce risk or enhance
yield with a measured appropriate addition of risk to the investor’s overall portfolios. A potential investor
should not invest in the Notes unless they have the expertise (either alone or with the help of a financial
adviser) to evaluate how the Notes will perform under changing conditions, the resulting effects on the
value of such Notes and the impact this investment will have on the potential investor’s overall investment
portfolio.

Each potential investor in the Notes must determine the suitability of an investment in the Notes in light
of its own circumstances. In particular, each potential investor should consider, either on its own or with
the help of its financial and other professional advisers, whether it:

) has sufficient knowledge and experience to make a meaningful evaluation of the Notes, the

merits and risks of investing in the Notes and the information contained or incorporated by
reference in this Introductory Document or any applicable supplement;

ASIA 33607383 -12-



(i) has access to, and knowledge of, appropriate analytical tools to evaluate, in the context
of its particular financial situation, an investment in the Notes and the impact such
investment will have on its overall investment portfolio;

(iii) has sufficient financial resources and liquidity to bear all of the risks of an investment in
the Notes, including where the currency for principal or interest payments is different
from the currency in which the potential investor’s financial activities are principally
denominated;

(iv) understands thoroughly the terms and conditions of the Notes and is familiar with the
behavior of any relevant indices and financial markets; and

(v) is able to evaluate (either alone or with the help of a financial adviser) possible economic
scenarios, such as interest rate and other factors which may affect its investment and the
ability to bear the applicable risks.

Additionally, the investment activities of certain investors are subject to legal investment laws and
regulations, or review or regulation by certain authorities. Each potential investor should consult its legal
advisers to determine whether and to what extent (i) the Notes are legal investments for it, (ii) Notes can
be used as security for various types of financing, and (iii) other restrictions apply to its purchase of any
Notes. Financial institutions shall consult their legal advisers or the appropriate regulators to determine
the appropriate treatment of the Notes under any applicable laws, regulations and rules.

Changes in interest rates may have an adverse effect on the price of the Notes

Noteholders may suffer unforeseen losses due to fluctuations in interest rates. Generally, a rise in
interest rates may cause a fall in the prices of the Notes, resulting in a capital loss for the Noteholders.
However, the Noteholders may reinvest the interest payments at higher prevailing interest rates.
Conversely, when interest rates fall, the prices of the Notes may rise. The Noteholders may enjoy a
capital gain but interest payments received may be reinvested at lower prevailing interest rates.

As the Notes will carry a fixed interest rate, the trading price of the Notes will consequently vary with the
fluctuations in the Hong Kong dollar interest rates. If the Noteholders propose to sell their Notes before
their maturity, they may receive an offer lower than the amount they have invested.

If the Group is unable to comply with the restrictions and covenants in its debt agreements, there could
be a default under the terms of these agreements, which could cause the repayment of the Group’s debt
to be accelerated

If the Group is unable to comply with the restrictions and covenants in the Notes or its future
financing and other agreements, there could be a default under the terms of these agreements. In the
event of a default under these agreements, the holders of the relevant debt could terminate their
commitments to lend to the Group, accelerate the debt obligation and declare all amounts borrowed
due and payable or terminate the agreements, as the case may be. Furthermore, certain debt
agreements, including the Notes, may contain cross-acceleration or cross-default provisions. As a
result, default under one debt agreement may cause the acceleration of repayment of not only such
debt but also other debt, including the Notes, or result in a default under other debt agreements. If
any of these events should occur, there can be no assurance that the Group’s assets and cash flow
would be sufficient to repay in full all indebtedness, or that alternative financing could be found.
Even if alternative financing can be obtained, there can be no assurance that it would be on terms
that are favourable or acceptable to the Group.

The Issuer may not be able to repurchase or redeem the Notes

The Issuer may (and at maturity, will) be required to redeem all of the Notes upon occurrence of certain
events as set out in the Terms and Conditions, including upon a Change of Control. If any such event
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were to occur, the Issuer may not have sufficient cash in hand and may not be able to arrange financing
to redeem the Notes in time, or on acceptable terms, or at all. The ability to redeem the Notes in such
event may also be limited by the terms of other debt instruments. Failure to repay, repurchase or redeem
tendered Notes by the Issuer or the Guarantor would constitute an event of default under the Notes, which
may also constitute a default under the terms of the Group’s other indebtedness.

The Notes will be represented by the Global Note Certificate and holders of a beneficial interest in the
Global Note Certificate must rely on the procedures of the Clearing Systems

The Notes will be represented by beneficial interests in the Global Note Certificate. The Global Note
Certificate will be deposited with a common depositary for Euroclear and Clearstream (each, a “Clearing
System” and together, the “Clearing Systems”). Except in the circumstances described in the Global Note
Certificate, investors will not be entitled to receive individual Note certificates. The Clearing Systems
will maintain records of the beneficial interests in the Global Note Certificate. While the Notes are
represented by the Global Note Certificate, investors will be able to trade their beneficial interests only
through the Clearing Systems.

While the Notes are represented by the Global Note Certificate, the Issuer, or failing which, the Guarantor
will discharge its payment obligations under the Notes by making payments to the relevant Clearing
System for distribution to their account holders.

A holder of a beneficial interest in the Global Note Certificate must rely on the procedures of the
Clearing Systems to receive payments under the Notes. Neither the Issuer nor the Guarantor has any
responsibility or liability for the records relating to, or payments made in respect of, beneficial
interests in the Global Note Certificate.

Holders of beneficial interests in the Global Note Certificate will not have a direct right to vote in
respect of the Notes. Instead, such holders will be permitted to act only to the extent that they are
enabled by the Clearing Systems to appoint appropriate proxies.

The Issuer may issue additional Notes in the future

The Issuer may, from time to time, and without prior consultation of the Noteholders, create and
issue further Notes or otherwise raise additional capital through such means and in such manner as
it may consider necessary. There can be no assurance that such future issuance or capital raising
activity will not adversely affect the market price of the Notes.

An active trading market may not develop for the Notes, and there are restrictions on the resale of the
Notes

The Notes are a new issue of securities with no established trading market. Although an application has
been made to the SGX-ST for the listing of the Notes on the SGX-ST, there can be no assurance that the
Issuer will obtain or be able to maintain a listing on the SGX-ST, or that, if listed, a liquid trading
market will develop. In addition, the liquidity of the trading market in the Notes, and the market
price quoted for the Notes, may be adversely affected by changes in the overall market for securities
and by changes in the Group’s financial performance or prospects of companies in its industry
in general. As a result, there can be no assurance that an active trading market will develop or be
maintained for the Notes. If a market for the Notes does not develop or is not maintained, the market
price and liquidity of the Notes may be adversely affected.

The price of the Notes following the listing may be volatile
The price and trading volume of the Notes may be highly volatile. The Notes may trade at prices that are

higher or lower than the price at which the Notes have been issued. The price at which the Notes trade
depends on many factors, including:

ASIA 33607383 -14 -



. prevailing interest rates and interest rate volatility;

. the Group’s results of operations, financial condition and future prospects;
. changes in the real property industry and competition;

. the market conditions for similar securities; and

. general economic conditions (nationally or internationally).

Any such developments may result in large and sudden changes in the trading volume and price of the
Notes. There can be no assurance that these developments will not occur in the future.

The Notes are subject to optional redemption by the Issuer and may have a lower market value than
Notes that cannot be redeemed

In the event that the Issuer would be obliged to increase the amounts payable in respect of the Notes due
to any withholding or deduction for or on account of, any present or future taxes, duties, assessments or
governmental charges of whatever nature imposed, levied, collected, withheld or assessed by or on behalf
of the British Virgin Islands, Bermuda or Hong Kong or any political subdivision thereof or any authority
therein or thereof having power to tax, the Issuer may redeem all outstanding Notes in accordance with
the Conditions.

An optional redemption feature is likely to limit the market value of Notes. During any period when the
Issuer may elect to redeem Notes, the market value of those Notes generally will not rise substantially
above the price at which they can be redeemed. This also may be true prior to any redemption period.

The Issuer may be expected to redeem Notes when its cost of borrowing is lower than the interest rate on
the Notes. At those times, an investor generally would not be able to reinvest the redemption proceeds at
an effective interest rate as high as the interest rate on the Notes being redeemed and may only be able to
do so at a significantly lower rate. Potential investors should consider reinvestment risk in light of other
investments available at that time.

A change in English law which governs the Notes may adversely affect Noteholders

The Terms and Conditions of the Notes are governed by English law. No assurance can be given as to
the impact of any possible judicial decision or change to English law or administrative practice after the
date of issue of the Notes.

The insolvency laws of the British Virgin Islands, Bermuda and other local insolvency laws may
differ from the insolvency laws of other jurisdictions with which the Noteholders are familiar

As the Issuer and the Guarantor are incorporated under the laws of the British Virgin Islands and Bermuda
respectively, any insolvency proceedings relating to the Issuer or, as the case may be, the Guarantor,
regardless of where they were brought, would likely involve (in the case of the Issuer) British Virgin
Islands and (in the case of the Guarantor) Bermuda insolvency laws, the procedural and substantive
provisions of which may differ from comparable provisions of insolvency laws in other jurisdictions with
which the Noteholders are familiar.

Investors in the Notes may be subject to foreign exchange risks
The Notes are denominated and payable in Hong Kong dollars. An investor who measures investment
returns by reference to a currency other than Hong Kong dollars would be subject to foreign exchange

risks by virtue of an investment in the Notes, due to, among other things, economic, political and other
factors over which the Group has no control. Depreciation of the Hong Kong dollar against such currency
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could cause a decrease in the effective yield of the Notes below their stated coupon rates and could result
in a loss when the return on the Notes is translated into such currency. In addition, there may be tax

consequences for investors as a result of any foreign currency gains resulting from any investment in the
Notes.
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TERMS AND CONDITIONS OF THE NOTES

The following terms and conditions (the “Conditions’) of the Notes (subject to amendment and except for
the sentences in italics) will be endorsed on the Definitive Certificates issued in respect of the Notes.

The 10.00 per cent. Guaranteed Notes due 2022 in an aggregate principal amount of HK$1,000,000,000
(the “Notes”, which expression includes any further notes issued pursuant to Condition 13 (Further Issues)
and forming a single series therewith) of Imagi Holdings Limited (the “Issuer”) are constituted by a deed
of covenant dated 13 November 2019 (as amended or supplemented from time to time, the “Deed of
Covenant”) entered into by the Issuer and are subject to and with the benefit of (a) a deed of guarantee
dated 13 November 2019 (as amended or supplemented from time to time, the “Deed of Guarantee™)
entered into by Imagi International Holdings Limited (the “Guarantor”) and, (b) a fiscal agency agreement
dated 13 November 2019 (as amended or supplemented from time to time, the “Agency Agreement”)
between the Issuer, the Guarantor, Bank of Communications Co., Ltd. Hong Kong Branch (a joint stock
company incorporated in the People’s Republic of China with limited liability) as registrar (the
“Registrar”, which expression includes any successor registrar appointed from time to time in connection
with the Notes), Bank of Communications Co., Ltd. Hong Kong Branch (a joint stock company
incorporated in the People’s Republic of China with limited liability) as fiscal agent (the “Fiscal Agent”,
which expression includes any successor fiscal agent appointed from time to time in connection with the
Notes), Bank of Communications Co., Ltd. Hong Kong Branch (a joint stock company incorporated in the
People’s Republic of China with limited liability) as the transfer agent (the “Transfer Agent”, which
expression includes any successor or additional transfer agent appointed from time to time in connection
with the Notes) and Bank of Communications Co., Ltd. Hong Kong Branch (a joint stock company
incorporated in the People’s Republic of China with limited liability) as the paying agent (together with
the Fiscal Agent, the “Paying Agents”, which expression includes any successor or additional paying
agents appointed from time to time in connection with the Notes). References herein to the “Agents” are
to the Registrar, the Fiscal Agent, the Transfer Agents and the Paying Agents and any reference to an
“Agent” is to any one of them. Certain provisions of these terms and conditions (the “Conditions”) are
summaries of the Agency Agreement, the Deed of Covenant and the Deed of Guarantee and subject to their
detailed provisions. The Noteholders (as defined below) are bound by, and are deemed to have notice of,
all the provisions of the Agency Agreement, the Deed of Covenant and the Deed of Guarantee applicable
to them. Copies of the Agency Agreement, the Deed of Covenant and Deed of Guarantee are available for
inspection by Noteholders during normal business hours (being between 9:00 a.m. and 3:00 p.m. Hong
Kong time) from Monday to Friday (other than public holidays) at the Specified Office (as defined in the
Agency Agreement) of the Fiscal Agent and each Paying Agent, upon prior written notice and satisfactory
proof of holding.

1. Form, Denomination, Status and Guarantee

@) Form and denomination: The Notes are in registered form in minimum denominations of
HK$1,500,000 and integral multiples of HK$10,000 in excess thereof (each, an
“Authorised Denomination”). The Notes may have notations, legends or endorsements
required by law, stock exchange rule or usage.

(b) Status of the Notes: The Notes constitute direct, general, unconditional, unsubordinated
and (subject to Condition 6(g) (Limitation on Liens)) unsecured obligations of the Issuer
which will at all times rank pari passu among themselves and at least pari passu with all
other present and future unsecured and unsubordinated obligations of the Issuer, save for
such obligations as may be preferred by provisions of law that are both mandatory and of
general application.

(c) Guarantee of the Notes: The Guarantor has in the Deed of Guarantee unconditionally and
irrevocably guaranteed the due and punctual payment of all sums from time to time
payable by the Issuer in respect of the Notes. This guarantee (the “Guarantee of the
Notes”) constitutes direct, general, unconditional, unsubordinated and (subject to
Condition 6(g) (Limitation on Liens)) unsecured obligations of the Guarantor which will
at all times rank at least pari passu with all other present and future unsecured obligations
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of the Guarantor, save for such obligations as may be preferred by provisions of law that
are both mandatory and of general application.

Upon issue, the Notes will be evidenced by a global note certificate (the “Global Note
Certificate™) substantially in the form scheduled to the Agency Agreement. The Global
Note Certificate will be registered in the name of a nominee for, and deposited with, a
common depositary for Euroclear Bank SA/NV (““Euroclear’”) and Clearstream Banking
S.A. (““Clearstream™), and will be exchangeable for individual Note Certificates (as
defined below) only in the circumstances set out therein.

Register, Title and Transfers

(@)

(b)

(©)

(d)

ASIA 33607383

Register: The Registrar will maintain a register (the “Register”) in respect of the Notes
outside the United Kingdom in accordance with the provisions of the Agency Agreement.
In these Conditions, the “Holder” of a Note means the person in whose name such Note
is for the time being registered in the Register (or, in the case of a joint holding, the first
named thereof) and “Noteholder” shall be construed accordingly. A certificate (each, a
“Note Certificate™) will be issued to each Noteholder in respect of its registered holding.
Each Note Certificate will be numbered serially with an identifying number which will be
recorded in the Register.

Title: The Holder of each Note shall (except as otherwise required by law or as ordered by
a court of competent jurisdiction) be treated as the absolute owner of such Note for all
purposes (whether or not it is overdue and regardless of any notice of ownership, trust or
any other interest therein, any writing on the Note Certificate relating thereto (other than
the endorsed form of transfer) or any notice of any previous loss or theft of such Note
Certificate) and no person shall be liable for so treating such Holder.

Transfers: Subject to paragraphs (f) (Closed periods) and (g) (Regulations concerning
transfers and registration) below, a Note may be transferred upon surrender of the relevant
Note Certificate, with the endorsed form of transfer duly completed, at the Specified Office
of the Registrar or the Transfer Agent, together with such evidence as the Registrar or (as
the case may be) the Transfer Agent may reasonably require to prove the title of the
transferor and the authority of the individuals who have executed the form of transfer;
provided, however, that a Note may not be transferred unless the principal amount of Notes
transferred and (where not all of the Notes held by a Holder are being transferred) the
principal amount of the balance of Notes not transferred are Authorised Denominations.
Where not all the Notes represented by the surrendered Note Certificate are the subject of
the transfer, a new Note Certificate in respect of the balance of the Notes will be issued to
the transferor. No transfer of title to a Note will be valid unless and until entered on the
Register.

Upon any changes to the beneficial ownership of any Notes, the Noteholders effecting such
changes are under an obligation to: (i) notify the Issuer and the Guarantor of any such
changes, promptly but in any event not later than 14 business days (as defined below) from
the date of such changes being effective and (ii) to procure the transferee of such Notes to
agree at the time of or prior to such changes to undertake to the Issuer and the Guarantor
in writing to comply with the obligations set out in (i) and (ii) of this clause as if it were
such Noteholder affecting the changes to the beneficial ownership of the Notes.

Registration and delivery of Note Certificates: Within five (5) business days of the
surrender of a Note Certificate in accordance with paragraph (c) (Transfers) above, the
Registrar will register the transfer in question and deliver a new Note Certificate of a like
principal amount to the Notes transferred to each relevant Holder at its Specified Office
or (as the case may be) the Specified Office of the Transfer Agent or (at the request and
risk of any such relevant Holder) by uninsured first class mail (free of charge to the Holder
and at the Issuer’s (failing which the Guarantor’s) expense airmail if overseas) to the
address specified for the purpose by such relevant Holder. In this paragraph, “business
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(€)

(f)

(9)

(h)

day” means a day on which commercial banks are open for general business (including
dealings in foreign currencies) in the city where the Registrar or (as the case may be) the
relevant Transfer Agent has its Specified Office.

No charge: The transfer of a Note will be effected without charge by or on behalf of the
Issuer, the Registrar or the Transfer Agent but upon payment (or the giving of such
indemnity and/or security and/or pre-funding as the Issuer, the Registrar or (as the case
may be) such Transfer Agent may require) in respect of any tax or other duty of whatsoever
nature which may be levied or imposed in connection with such transfer.

Closed periods: A Noteholder may not require a transfer of a Note to be registered:

() during the period of 15 days ending on the due date for any payment of principal
or interest in respect of the Notes;

(i) during the period of 15 days ending on any date on which Notes are called for
redemption by the Issuer at its option pursuant to Condition 5(b) (Redemption for
tax reasons) or Condition 5(e) (Redemption at the option of the Issuer); and

(iii)  after a Change of Control Put Exercise Notice or a De-listing Event Put Exercise
Note has been delivered in respect of the relevant Note(s) in accordance with
Condition 5(c) (Redemption for Change of Control) or Condition 5(d)
(Redemption for De-listing Event), as the case may be.

Regulations concerning transfers and registration: All transfers of Notes and entries on
the Register are subject to the detailed regulations concerning the transfer of Notes
scheduled to the Agency Agreement. The regulations may be changed by the Issuer with
the prior written approval of the Fiscal Agent and the Registrar. A copy of the current
regulations will be made available for inspection by the Registrar at its Specified Office
for Noteholders during normal business hours (being between 9:00 a.m. and 3:00 p.m.
Hong Kong time) following prior written request and satisfactory proof of holding.

Appointment of paying agents in certain locations: If and for so long as the Notes are listed
on the Singapore Exchange Securities Trading Limited or its successor (the “SGX-ST”)
or such other applicable stock exchanges, and the rules of the SGX-ST (or of such other
applicable stock exchanges) so require, in the event that a Global Note Certificate is
exchanged for a Definitive Certificate, the Issuer will appoint and maintain a paying agent
in Singapore (or in other locations as such other applicable stock exchanges may require)
where the Notes may be presented or surrendered for payment or redemption. In the event
that a Global Note Certificate is exchanged for a Definitive Certificate an announcement
of such exchange shall be made by or on behalf of the Issuer through the SGX-ST (or such
other applicable stock exchanges) and such announcement will include all material
information with respect to the delivery of the Definitive Certificate, including details of
the paying agent in Singapore (or in other locations as such other applicable stock
exchanges may require) by way of an announcement to the SGX-ST (or such other
applicable stock exchanges), for so long as the Notes are listed on the SGX-ST (or such
other applicable stock exchanges).

Interest

The Notes bear interest from 13 November 2019 (the “Issue Date”) at the rate of 10.00 per cent.
per annum, (the “Rate of Interest”) payable semi-annually in arrear on 13 May and 13 November
in each year (each, an “Interest Payment Date™), beginning on 13 May 2020, subject as provided
in Condition 4 (Payments).

Each Note will cease to bear interest from the due date for redemption unless, upon due
presentation, payment of principal is improperly withheld or refused, in which case it will continue
to bear interest at the Rate of Interest (both before and after judgment) until whichever is the earlier
of (a) the day on which all sums due in respect of such Note up to that day are received by or on
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behalf of the relevant Noteholder and (b) the day which is seven days after the Fiscal Agent has
notified the Noteholders that it has received all sums due in respect of the Notes up to such seventh
day (except to the extent that there is any subsequent default in payment to the relevant Noteholder
under these Conditions).

Interest in respect of any Interest Period (as defined below) shall be calculated by applying the
Rate of Interest to the Calculation Amount, multiplying the product by the relevant Day Count
Fraction, rounding the resulting figure to the nearest cent (half a cent being rounded upwards) and
multiplying such rounded figure by a fraction equal to the Authorised Denomination of such Note
divided by the Calculation Amount, where “Calculation Amount” means HK$10,000 and “Day
Count Fraction” means, in respect of any period, the number of days in the relevant period divided
by 365 (the number of days to be calculated on the basis of a year of 365 days with the actual
number of days within the relevant month).

In the Conditions, the period beginning on and including the Issue Date and ending on but
excluding the first Interest Payment Date and each successive period beginning on and including
an Interest Payment Date and ending on but excluding the next succeeding Interest Payment Date
is called an “Interest Period”.

Payments

@) Principal: Payments of principal shall be made by transfer to a HK dollar account
maintained by the payee with a bank in Hong Kong and (in the case of redemption) upon
surrender (or, in the case of part payment only, endorsement) of the relevant Note
Certificates at the Specified Office of any Paying Agent.

(b) Interest: Payments of interest shall be made by transfer to a HK dollar account maintained
by the payee with a bank in Hong Kong and (in the case of interest payable on redemption)
upon surrender (or, in the case of part payment only, endorsement) of the relevant Note
Certificates at the Specified Office of any Paying Agent.

(c) Payments subject to fiscal laws: All payments in respect of the Notes are subject in all
cases to any applicable fiscal or other laws and regulations in the place of payment, but
without prejudice to the provisions of Condition 7 (Taxation) and (ii) any withholding or
deduction required pursuant to an agreement described in Section 1471(b) of the United
States Internal Revenue Code of 1986 (the “Code”) or otherwise imposed pursuant to
Sections 1471 through 1474 of the Code, any regulations or agreements thereunder, any
official interpretations thereof, or (without prejudice to the provisions of Condition 7) any
law implementing an intergovernmental approach thereto. No commissions or expenses
shall be charged to the Noteholders in respect of such payments.

(d) Payments on business days: Where payment is to be made by transfer to a HK dollar
account, payment instructions (for value the due date, or, if the due date is not a business
day, for value the next succeeding business day, unless it would thereby fall into the next
calendar month in which event it shall be brought forward to the business day immediately
preceding the due date.) will be initiated (i) (in the case of payments of principal and
interest payable on redemption) on the later of the due date for payment and the day on
which the relevant Note Certificate is surrendered (or, in the case of part payment only,
endorsed) at the Specified Office of a Paying Agent and (ii) (in the case of payments of
interest payable other than on redemption) on the due date for payment. In this paragraph,
“business day” means any day on which banks are open for general business (including
dealings in foreign currencies) in Hong Kong and in the city in which the relevant Paying
Agent has its Specified Office and, in the case of surrender (or, in the case of part payment
only, endorsement) of a Note Certificate, in the place in which the Note Certificate is
surrendered (or, as the case may be, endorsed).

(e) Partial payments: If a Paying Agent makes a partial payment in respect of any Note, the
Issuer shall procure that the amount and date of such payment are noted on the Register

ASIA 33607383 -20-



()

and, in the case of partial payment upon presentation of a Note Certificate, that a statement
indicating the amount and the date of such payment is endorsed on the relevant Note
Certificate.

Record date: Each payment in respect of a Note will be made to the person shown as the
Holder in the Register at the close of business in the place of the Registrar’s Specified
Office on the fifteenth day before the due date for such payment (the “Record Date”).

So long as the Notes are represented by the Global Note Certificate and the Global
Certificate is held on behalf of Euroclear or Clearstream or the Alternative Clearing
System (as defined in the Global Certificate), each payment in respect of the Global
Certificate will be made to the person shown as the Noteholder in the Register at the close
of business of the relevant clearing system on the Clearing System Business Day before
the due date for such payments, where “Clearing System Business Day’” means a weekday
(Monday to Friday, inclusive) except 25 December and 1 January.

5. Redemption and Purchase

(a)

(b)
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Scheduled redemption: Unless previously redeemed, or purchased and cancelled, the
Notes will be redeemed at their principal amount on 13 November 2022 (the “Maturity
Date™), subject as provided in Condition 4 (Payments).

Redemption for tax reasons: The Notes may be redeemed at the option of the Issuer in
whole, but not in part, at any time, on giving not less than 30 nor more than 60 days’ notice
to the Noteholders, the Registrar and the Fiscal Agent (which notice shall be irrevocable)
at their principal amount, together with interest accrued to, but excluding, the date fixed
for redemption, if:

(1) (A) the Issuer has or will become obliged to pay or withhold additional amounts
as provided or referred to in Condition 7 (Taxation) as a result of any change in,
or amendment to, the laws or regulations of the British Virgin Islands or any
political subdivision or any authority thereof or therein having power to tax, or
any change in the application or official interpretation of such laws or regulations,
which change or amendment becomes effective on or after 6 November 2019; and
(B) such obligation cannot be avoided by the Issuer taking reasonable measures
available to it; or

(i) (A) the Guarantor has or (if a demand was made under the Guarantee of the Notes)
would become obliged to pay or withhold additional amounts as provided or
referred to in Condition 7 (Taxation) or the Guarantee of the Notes, as the case
may be, as a result of any change in, or amendment to, the laws or regulations of
Bermuda or any political subdivision or any authority thereof or therein having
power to tax, or any change in the application or official interpretation of such
laws or regulations, which change or amendment becomes effective on or after 6
November 2019; and (B) such obligation cannot be avoided by the Guarantor
taking reasonable measures available to it;

provided, however, that no such notice of redemption shall be given earlier than 90 days
prior to the earliest date on which the Issuer or the Guarantor would be obliged to pay such
additional amounts if a payment in respect of the Notes were then due or (as the case may
be) a demand under the Guarantee of the Notes were then made.

Prior to the publication of any notice of redemption pursuant to this paragraph, the Issuer
shall deliver or procure that there is delivered to the Fiscal Agent an Officers’ Certificate
of the Issuer stating that the circumstances referred to in (i)(A) and (i)(B) above prevail
and setting out the details of such circumstances or (as the case may be) a certificate signed
an Authorised Signatory of the Guarantor stating that the circumstances referred to in
(if)(A) and (ii)(B) above prevail and setting out details of such circumstances. Upon the
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(d)
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expiry of any such notice as is referred to in this Condition 5(b), the Issuer shall be bound
to redeem the Notes in accordance with this Condition 5(b).

Redemption for Change of Control: At any time following the occurrence of a Change of
Control, the Holder of any Note will have the right, at such Holder’s option, to require the
Issuer to redeem all but not some only of that Holder’s Notes on the Change of Control
Put Settlement Date (as defined below) at 101 per cent. of their principal amount, together
with accrued interest to, but excluding the Change of Control Put Settlement Date. To
exercise such right, the holder of the relevant Note must deposit at the Specified Office of
any Paying Agent a duly completed and signed notice of redemption, in the form for the
time being current, obtainable from the Specified Office of any Paying Agent (a “Change
of Control Put Exercise Notice”), together with the Note Certificates evidencing the
Notes to be redeemed by not later than 30 days following a Change of Control, or, if later,
30 days following the date upon which notice thereof is given to Noteholders by the Issuer
in accordance with Condition 14 (Notices), the Registrar and the Fiscal Agent. The
“Change of Control Put Settlement Date” shall be the 14th day after the expiry of such
period of 30 days as referred to above.

A Change of Control Put Exercise Notice, once delivered, shall be irrevocable and the
Issuer shall redeem the Notes subject to the Change of Control Put Exercise Notices
delivered as aforesaid.

The Issuer shall give notice to Noteholders in accordance with Condition 14 (Notices) and
to the Fiscal Agent and the Registrar in writing by not later than 14 days following the first
day on which it becomes aware of the occurrence of a Change of Control, which notice
shall specify the procedure for exercise by holders of their rights to require redemption of
the Notes pursuant to this Condition 5(c) (Redemption for Change of Control). The Agents
shall not be required to take any steps to monitor or ascertain whether a Change of Control
has occurred and shall not be responsible or liable to the Noteholders, the Issuer or
Guarantor or any other person for any loss arising from any failure to do so.

In this Condition 5(c) (Redemption for Change of Control):
a “Change of Control” occurs when:
(1) any Person or Persons acting together acquires Control of the Guarantor; or

(i) the Guarantor consolidates with or merges into or sells or transfers all or
substantially all of its assets to any other Person, unless the consolidation, merger,
sale or transfer will not result in the other Person or Persons acquiring Control
over the Guarantor or the successor entity.

“Control” means the acquisition or control of more than 30.0 per cent. of the voting rights
of the issued share capital of the Guarantor or the right to appoint and/or remove all or the
majority of the members of the Guarantor’s board of directors or other governing body,
whether obtained directly or indirectly, and whether obtained by ownership of share
capital, the possession of voting rights, contract or otherwise and the terms “Controlling”
and “Controlled” shall have meanings correlative to the foregoing.

a “Person”, as used in this Condition 5(c) (Redemption for Change of Control), includes
any individual, company, corporation, firm, partnership, joint venture, undertaking,
association, organisation, trust, state or agency of a state (in each case whether or not being
a separate legal entity).

Redemption for De-listing Event: At any time following the occurrence of a De-listing
Event, the Holder of any Note will have the right, at such Holder’s option, to require the
Issuer to redeem all but not some only of that Holder’s Notes on the De-listing Event Put
Settlement Date (as defined below) at 101 per cent. of their principal amount, together
with accrued interest to, but excluding the De-listing Event Put Settlement Date. To
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exercise such right, the holder of the relevant Note must deposit at the Specified Office of
any Paying Agent a duly completed and signed notice of redemption, in the form for the
time being current, obtainable from the Specified Office of any Paying Agent (a “De-
listing Event Put Exercise Notice”), together with the Note Certificates evidencing the
Notes to be redeemed by not later than 30 days following a De-listing Event, or, if later,
30 days following the date upon which notice thereof is given to Noteholders by the Issuer
in accordance with Condition 14 (Notices), the Registrar and the Fiscal Agent. The “De-
listing Event Put Settlement Date” shall be the 14th day after the expiry of such period
of 30 days as referred to above.

A De-listing Event Put Exercise Notice, once delivered, shall be irrevocable and the Issuer
shall redeem the Notes subject to the De-listing Event Put Exercise Notices delivered as
aforesaid.

The Issuer shall give notice to Noteholders in accordance with Condition 14 (Notices) and
to the Fiscal Agent and the Registrar in writing by not later than 14 days following the first
day on which it becomes aware of the occurrence of a De-listing Event, which notice shall
specify the procedure for exercise by holders of their rights to require redemption of the
Notes pursuant to this Condition 5(c) (Redemption for De-listing Event). The Agents shall
not be required to take any steps to monitor or ascertain whether a De-listing Event has
occurred and shall not be responsible or liable to the Noteholders, the Issuer or Guarantor
or any other person for any loss arising from any failure to do so.

In this Condition 5(c) (Redemption for De-listing Event):

A “De-listing Event” occurs if and when the ordinary shares of the Guarantor cease to be
listed and admitted to trading on the Stock Exchange of Hong Kong Limited (other than
(i) a suspension applied for by the Guarantor in relation to a notifiable transactions under
the Listing Rules of the Stock Exchange of Hong Kong Limited, or (ii) in any other cases,
a temporary suspension of trading for not more than twenty (20) consecutive trading days).

Redemption at the option of the Issuer: The Issuer may, at any time after 13 May 2020, on
giving not less than 30 days’ nor more than 60 days’ notice to the Noteholders, the
Registrar and the Fiscal Agent (which shall be irrevocable), redeem the Notes, in whole,
or in part, at the redemption prices (expressed as percentages of principal amount) set forth
below plus accrued and unpaid interest on the Notes redeemed, to but excluding the
applicable redemption date, if redeemed during the period indicated below:

Period Percentage
Six-month period beginning 13 May 2020 102.000
Twelve-month period beginning 13 November 2020 101.500
Twelve-month period beginning 13 November 2021 101.000

Any such redemption may, at the discretion of the Issuer, be subject to the satisfaction of
one or more conditions precedent. If such redemption is so subject to satisfaction of one
or more conditions precedent, such notice shall describe each such condition, and if
applicable, shall state that, in the Issuer’s discretion, the redemption date may be delayed
until such time (provided, however, that any delayed redemption date shall not be more
than 60 days after the date the relevant notice of redemption was sent) as any or all such
conditions shall be satisfied, or such redemption or purchase may not occur and such notice
may be rescinded in the event that any or all such conditions shall not have been satisfied
by the redemption date or by the redemption date as so delayed. In addition, the Issuer
may provide in such notice that payment of the redemption price and performance of the
Guarantor’s obligations with respect to such redemption may be performed by another
Person.
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Drag-along redemption: If 90 per cent. or more in principal amount of the Notes then
outstanding has been redeemed pursuant to Condition 5(c) (Redemption for Change of
Control) or Condition 5(d) (Redemption for De-listing Event), the Issuer may, on not less
than 30 or more than 60 days’ notice (which shall be irrevocable) to the Noteholders, the
Registrar and the Fiscal Agent given within 30 days after the relevant redemption date,
redeem, at its option, the remaining Notes as a whole at their principal amount, together
with interest accrued and unpaid to (but excluding) the date of such redemption. Such
notice to the Noteholders shall specify the date fixed for redemption, the redemption price
and the manner in which redemption will be effected.

Gaming redemption: Each Noteholder, by accepting a Note, shall be deemed to have
agreed that if the Gaming Authority in which the Issuer, the Guarantor, or any of their
Subsidiaries conducts or proposes to conduct gaming operations which requires that a
person who is a holder or the beneficial owner of Notes be licensed, qualified or found
suitable under applicable Gaming Laws, such holder or beneficial owner, as the case may
be, shall apply for a license, qualification or a finding of suitability within the required
time period. If such Person fails to apply or become licensed or qualified or is found
unsuitable, the Issuer shall have the right, at its option:

Q) to require such Person to dispose of its Notes or beneficial interest therein within
30 days of receipt of notice of the Issuer’s election or such earlier date as may be
requested or prescribed by such Gaming Authority; or

(i) to redeem such Notes, which redemption may be less than 30 days following the
notice of redemption if so requested or prescribed by the applicable Gaming
Authority, at a redemption price equal to 100% of the principal amount thereof,
plus accrued and unpaid interest on the Notes redeemed, to but excluding the
earlier of the redemption date or the date of the finding of unsuitability or failure
to comply.

The Issuer shall notify the Registrar in writing of any such redemption as soon as
practicable. Neither the Issuer nor the Registrar shall be responsible for any costs or
expenses any Noteholder may incur in connection with such Noteholder’s application for
a license, qualification or a finding of suitability.

For the purpose of this Condition 5(g) (Gaming redemption) the terms below have the
meanings shown below.

“Gaming Authority” means, in any jurisdiction in which the Issuer, the Guarantor or any
of their Subsidiaries manages or conducts or proposes to manage or conduct, any casino,
gaming business or activities, the applicable gaming board, commission, or other
governmental gaming regulatory body or agency which (a) has, or may at any time after
issuance of the Notes have, jurisdiction over the gaming activities of the Issuer, the
Guarantor or any of their Subsidiaries, or any successor to such authority or (b) is, or may
at any time after the issuance of the Notes be, responsible for interpreting, administering
and enforcing the Gaming Laws.

“Gaming Laws” means all applicable constitutions, treatises, resolutions, laws,
regulations, instructions and statutes pursuant to which any Gaming Authority possesses
regulatory, licensing or permit authority over gaming, gambling or casino activities, and
all rules, rulings, orders, ordinances, regulations of any Gaming Authority applicable to
the gambling, casino, gaming businesses or activities (currently conducted or proposed to
be conducted) of the Issuer, the Guarantor or any of their Subsidiaries (in any jurisdiction,
as in effect from time to time, including the policies, interpretations and administration
thereof by the Gaming Authorities).

Partial redemption: If the Notes are to be redeemed in part only on any date in accordance
with Condition 6(e) (Redemption at the option of the Issuer), each Note shall be redeemed
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in part in the proportion which the aggregate principal amount of the outstanding Notes to
be redeemed on the relevant redemption date bears to the aggregate principal amount of
outstanding Notes on such date.

No other redemption: The Issuer shall not be entitled to redeem the Notes otherwise than
as provided in paragraphs (a) (Scheduled redemption) to (g) (Gaming redemption) above.
If there is more than one notice of redemption given in respect of any Note (which shall
include any notice given by the Issuer pursuant to Condition 5(b) (Redemption for tax
reasons), any Change of Control Put Exercise Notice given by a Noteholder pursuant to
Condition 5(c) (Redemption for Change of Control)) and any De-listing Event Put
Exercise Notice given by a Noteholder pursuant to Condition 5(d) (Redemption for De-
listing Event)) the notice given first in time shall prevail and in the event of two or more
notices being given on the same date, the first to be given shall prevail.

Purchase: The Issuer, the Guarantor or any of their respective Subsidiaries, the holding
company of the Issuer or the Guarantor or any other Subsidiaries of such holding company
may at any time purchase Notes in the open market or otherwise and at any price.

Cancellation: All Notes which are redeemed by the Issuer, the Guarantor or any of their
respective Subsidiaries, the holding company of the Issuer or the Guarantor or any other
Subsidiaries of such holding company shall be cancelled and may not be reissued or resold.

No verification by Agents: None of the Agents shall be responsible for calculating or
verifying the calculations of any amount payable under any notice of redemption and shall
not be liable to the Issuer, the Guarantor, the Noteholders or any other person for not doing
SO.

Covenants

So long as any Note remains outstanding:

(a)

ASIA 33607383

Limitation on Indebtedness and Preferred Stock

Q) The Guarantor will not, and will not permit any Restricted Subsidiary to, Incur
any Indebtedness (including Acquired Indebtedness), and the Guarantor will not
permit any Restricted Subsidiary to issue Preferred Stock; provided however, that
the Guarantor and the Issuer may Incur Indebtedness (including Acquired
Indebtedness) and any Restricted Subsidiaries other than the Issuer may Incur
Permitted Subsidiary Indebtednes if, after giving effect to the Incurrence of such
Indebtedness or Permitted Subsidiary Indebtedness and the receipt and application
of the proceeds therefrom, (i) no Default has occurred and is continuing, (ii) the
Debt-to-Asset Ratio of the Guarantor would be not greater than 0.9 to 1.00 and
the Consolidated Tangible Net Worth of the Guarantor would not be less than
HK$200,000,000 (or the Dollar Equivalent thereof). Notwithstanding the
foregoing, the Guarantor will not permit any Restricted Subsidiary to Incur any
Disqualified Stock (other than Disqualified Stock held by the Guarantor or a
Restricted Subsidiary, so long as it is so held).

(i) Notwithstanding Condition 6(a)(i), the Guarantor and, to the extent provided
below, any Restricted Subsidiary may Incur each and all of the following
(“Permitted Indebtedness”):

(A) Indebtedness under the Notes (including excluding any Additional Notes
issued in accordance with Condition 13 (Further Issues)) and the
Guarantee thereof;

(B) Indebtedness of the Guarantor or any Restricted Subsidiary outstanding
on the Issue Date excluding Indebtedness permitted under Condition

6(a)(i1)(C);
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(©)

(D)

(E)

(F)

Indebtedness of the Guarantor or any Restricted Subsidiary owed to the
Guarantor or any Restricted Subsidiary; provided that (x) any event which
results in any such Restricted Subsidiary ceasing to be a Restricted
Subsidiary or any subsequent transfer of such Indebtedness (other than to
the Guarantor or any Restricted Subsidiary) shall be deemed, in each case,
to constitute an Incurrence of such Indebtedness not permitted by this
Condition 6(a)(ii)(C); and (y) if the Guarantor is the obligor on such
Indebtedness and the Issuer is not the obligee on such Indebtedness, such
Indebtedness must expressly be subordinated in right of payment to the
Guarantee; and if the Issuer is the obligor on such Indebtedness and the
Guarantor is not the obligee, such Indebtedness must be expressly
subordinated in right of payment to the Notes;

Indebtedness (“Permitted Refinancing Indebtedness™) of the Guarantor
or any Restricted Subsidiary issued in exchange for, or the net proceeds
of which are used to refinance or refund, then outstanding Indebtedness
Incurred under Condition 6(a)(i), Condition 6(a)(ii)(A), Condition
6(a)(ii)(B), Condition 6(a)(ii)(D), Condition 6(a)(ii)(K), Condition
6(a)(ii)(M), Condition 6(a)(ii)(N), Condition 6(a)(ii)(O) or Condition
6(a)(ii)(P) in an amount not to exceed the amount so refinanced or
refunded (plus premiums, accrued interest, fees and expenses); provided
that (i) Indebtedness the proceeds of which is used to refinance or refund
the Notes or Indebtedness that is pari passu with, or subordinated in right
of payment to, the Notes or the Guarantee shall only be permitted under
this Condition 6(a)(ii)(D) if (x) in case the Notes are refinanced in part or
the Indebtedness to be refinanced is pari passu with the Notes or the
Guarantee, such new Indebtedness, by its terms or by the terms of any
agreement or instrument pursuant to which such new Indebtedness is
issued or remains outstanding, is expressly made pari passu with, or
subordinate in right of payment to, the remaining Notes or the Guarantee,
(y) in case the Indebtedness to be refinanced is subordinated in right of
payment to the Notes or the Guarantee, such new Indebtedness, by its
terms or by the terms of any agreement or instrument pursuant to which
such new Indebtedness is issued or remains outstanding, is expressly
made subordinate in right of payment to the Notes or the Guarantee at
least to the extent that the Indebtedness to be refinanced is subordinated
to the Notes or the Guarantee and (ii) such new Indebtedness, determined
as of the date of Incurrence of such new Indebtedness, does not mature
prior to the Stated Maturity of the Indebtedness to be refinanced or
refunded, and the Average Life of such new Indebtedness is at least equal
to the remaining Average Life of the Indebtedness to be refinanced or
refunded and (iii) the Indebtedness of the Guarantor or the Issuer may be
refinanced pursuant to this Condition 6(a)(ii)(D) only by means of any
Indebtedness of the Guarantor or the Issuer;

Indebtedness Incurred by the Guarantor or any Restricted Subsidiary
pursuant to Hedging Obligations entered into in the ordinary course of
business and designed solely to protect the Guarantor or any Restricted
Subsidiary from fluctuations in interest rates, currencies or the price of
commodities, and not for speculation;

Indebtedness Incurred by the Guarantor or any Restricted Subsidiary
constituting reimbursement obligations with respect to workers’
compensation claims or self-insurance obligations or bid, performance or
surety bonds or completion or performance guarantees to any Person in
the ordinary course of business;
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Indebtedness Incurred by the Guarantor or any Restricted Subsidiary
constituting reimbursement obligations with respect to letters of credit,
trade guarantees or similar instruments issued in the ordinary course of
business to the extent that such letters of credit, trade guarantees or similar
instruments are not drawn upon or, if drawn upon, to the extent such
drawing is reimbursed no later than 30 days following receipt by the
Guarantor or such Restricted Subsidiary, as applicable, of a demand for
reimbursement;

Indebtedness arising from agreements providing for indemnification,
adjustment of purchase price or similar obligations, or from guarantees or
letters of credit, surety bonds or performance bonds securing any
obligation of the Guarantor or any Restricted Subsidiary pursuant to such
agreements, in any case Incurred in connection with the disposition of any
business, assets or Restricted Subsidiary, other than guarantees of
Indebtedness Incurred by any Person acquiring all or any portion of such
business, assets or Restricted Subsidiary for the purpose of financing such
acquisition; provided that the maximum aggregate liability in respect of
all such Indebtedness in the nature of such guarantee shall at no time
exceed the gross proceeds actually received from the sale of such
business, assets or Restricted Subsidiary;

Indebtedness arising from the honouring by a bank or other financial
institution of a check, draft or similar instrument drawn against
insufficient funds in the ordinary course of business; provided, however,
that such Indebtedness is extinguished within five (5) business days of
Incurrence;

Guarantees by the Guarantor or the Issuer of Indebtedness of the
Guarantor or a Restricted Subsidiary, or Guarantees by any Restricted
Subsidiary (other than the Issuer) of Indebtedness of any other Restricted
Subsidiary (other than the Issuer); provided that, the Indebtedness
guaranteed is permitted to be Incurred under the Conditions; provided
further that, if such guarantee is of Subordinated Indebtedness, such
guarantee shall be subordinated to the Notes;

Indebtedness of the Guarantor or any Restricted Subsidiary with a
maturity of one year or less used by the Guarantor or any Restricted
Subsidiary for working capital; provided that the aggregate principal
amount of Indebtedness Incurred under this Condition 6(a)(ii)(K)
(together with refinancings thereof) does not exceed HK$80,000,000 (or
the Dollar Equivalent thereof);

Indebtedness of the Guarantor or any Restricted Subsidiary in an
aggregate principal amount outstanding at any time pursuant to this
Condition 6(a)(ii)(L) (together with refinancings thereof)) not to exceed
HK$100,000,000 (or the Dollar Equivalent thereof);

the incurrence by Company or any of its Restricted Subsidiaries of
Indebtedness represented by Capital Lease Obligations, mortgage
financings, vendor financings or purchase money obligations, in each
case, incurred for the purpose of financing all or any part of the purchase
price or cost of acquisition, design, construction, installation,
development or improvement of property, plant or equipment or other
assets used in the business of the Guarantor or any of its Restricted
Subsidiaries (including the purchase of Capital Stock of any Persons
holding such property, plant, equipment or other assets that is, or will
upon such purchase become, a Restricted Subsidiary); provided that, the
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(N)

()

(P)

aggregate principal amount of all Indebtedness Incurred under this
Condition 6(a)(ii)(M) (together with refinancings thereof and the
aggregate principal amount outstanding of Indebtedness that was
permitted to be Incurred under Conditions 6(a)(ii)(N), 6(a)(ii)(O),
6(a)(ii)(P) and 6(a)(ii)(Q) and the refinancings thereof, but excluding any
guarantee Incurred under such Conditions and this Condition 6(a)(ii)(M)
to the extent the amount of such guarantee is otherwise reflected in such
aggregate principal amount) does not exceed an amount equal to 35.0%
of the Total Assets (or the Dollar Equivalent thereof); provided further
that, such Indebtedness shall be Incurred no later than 180 days after such
acquisition, design, construction, installation, development or
improvement;

the Acquired Indebtedness of the Guarantor or Indebtedness assumed or
acquired in compliance with a transaction governed by, and effected in
accordance with, the covenant set forth under Condition 6(j) or the
Acquired Indebtedness of any Restricted Subsidiary Incurred and
outstanding on the date on which such Restricted Subsidiary becomes
Restricted Subsidiary; provided, however, that such Indebtedness was not
incurred in connection with, or in contemplation of, such transaction;
provided further that, the aggregate principal amount of all Indebtedness
Incurred under this Condition 6(a)(ii)(N) (together with refinancings
thereof) and the aggregate principal amount outstanding of Indebtedness
that was permitted to be Incurred under Conditions 6(a)(ii)(M),
6(a)(ii)(0), 6(a)(ii)(P) and 6(a)(ii)(Q) (and the refinancings thereof), but
excluding any guarantee Incurred under such Conditions and this
Condition 6(a)(ii)(N) to the extent the amount of such guarantee is
otherwise reflected in such aggregate principal amount, does not exceed
an amount equal to 35.0 % of the Total Assets (or the Dollar Equivalent
thereof);

Indebtedness Incurred by the Guarantor or any Restricted Subsidiary
constituting a guarantee of Indebtedness of any Person engaged in a
Permitted Business (other than the Guarantor or a Restricted Subsidiary);
provided that the aggregate of all Indebtedness Incurred under this
Condition 6(a)(ii)(O) (together with refinancings thereof and the
aggregate principal amount outstanding of Indebtedness that was
permitted to be Incurred under Conditions 6(a)(ii)(M), 6(a)(ii)(N),
6(a)(ii)(P) and 6(a)(ii)(Q) and the refinancings thereof, but excluding any
guarantee Incurred under such Conditions and this Condition 6(a)(ii)(O)
to the extent the amount of such guarantee is otherwise reflected in such
aggregate principal amount) does not exceed an amount equal to 35.0 %
of Total Assets (or the Dollar Equivalent thereof);

Indebtedness Incurred by the Guarantor or any Restricted Subsidiary
under Credit Facilities; provided that on the date of the Incurrence of such
Indebtedness and after giving effect thereto, the aggregate principal
amount outstanding of all such Indebtedness Incurred pursuant to this
Condition 6(a)(ii)(P) (together with refinancings thereof and the
aggregate principal amount outstanding of Indebtedness that was
permitted to be Incurred under Conditions 6(a)(ii)(M), 6(a)(ii)(N),
6(a)(ii)(0) and 6(a)(ii)(Q) and the refinancings thereof, but excluding any
guarantee Incurred under such Conditions and this Condition 6(a)(ii)(P)
to the extent the amount of such guarantee is otherwise reflected in such
aggregate principal amount does not exceed an amount equal to 35.0 per
cent. of Total Assets; and
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(iii)

(iv)

(v)

Q) Indebtedness of the Guarantor or any Restricted Subsidiary Incurred for
the purpose of the Guarantor’s or such Restricted Subsidiary’s financial,
money-lending, trust, insurance and securities business; provided that (i)
the Incurrence of such Indebtedness is consistent with standard industry
practices in the financial, money-lending, trust, insurance and securities
business and (ii) such Indebtedness is incurred in accordance with the
business license of the Guarantor’s or such Restricted Subsidiary’s (as the
case may be) and is in compliance with the rules and regulations issued
by the Securities and Futures Commission of Hong Kong and all other
applicable laws and regulatory requirements, provided further that, the
aggregate principal amount of all Indebtedness Incurred under this
Condition 6(a)(ii)(Q) (together with refinancings thereof) and the
aggregate principal amount outstanding of Indebtedness that was
permitted to be Incurred under Conditions  6(a)(ii)(M),
6(a)(ii))(N),6(a)(ii)(O) and 6(a)(ii)(P) (and the refinancings thereof), but
excluding any guarantee Incurred under such Conditions and this
Condition 6(a)(ii)(Q) to the extent the amount of such guarantee is
otherwise reflected in such aggregate principal amount, does not exceed
an amount equal to 35.0% of the Total Assets (or the Dollar Equivalent
thereof); and

(R) Indebtedness assumed or acquired by the Guarantor or a Restricted
Subsidiary in connection with the Les Ambassadeurs Club Acquisition,
which, in any event, shall not exceed £36 million (or the Hong Kong
dollar equivalent thereof).

For purposes of determining compliance with this Condition 6(a), in the event that
an item of Indebtedness meets the criteria of more than one of the types of
Indebtedness described under the proviso in Condition 6(a)(i) and in Condition
6(a)(ii), the Guarantor or the Issuer, in its sole discretion, shall classify, and from
time to time may reclassify, such item of Indebtedness.

Notwithstanding the foregoing, the counterparty in respect of any Hedging
Obligation secured by a Lien entered into by the Guarantor or any of its Restricted
Subsidiaries may not be an Affiliate of the Guarantor or any such Restricted
Subsidiary.

With respect to any HK dollar-denominated restriction on the incurrence of
Indebtedness, the HK dollar equivalent principal amount (or accreted value, as
applicable) of Indebtedness denominated in a foreign currency shall be calculated
based on the relevant currency exchange rate in effect on the date such
Indebtedness was incurred, in the case of term Indebtedness, or first committed,
in the case of revolving credit Indebtedness; provided that if such Indebtedness is
incurred to renew, refund, refinance, replace, defease or discharge other
Indebtedness denominated in a foreign currency, and such renewal, refunding,
refinancing, replacement, defeasance or discharge would cause the applicable HK
dollar-denominated restriction to be exceeded if calculated at the relevant
currency exchange rate in effect on the date thereof, such HK dollar-denominated
restriction shall be deemed not to have been exceeded so long as the principal
amount (or accreted value, as applicable) of such Indebtedness does not exceed
the principal amount (or accreted value, as applicable) of such Indebtedness being
renewed, refunded, refinanced, replaced, defeased or discharged.

Notwithstanding any other provision of this covenant, the maximum amount of
Indebtedness that the Guarantor or any Restricted Subsidiary of the Guarantor may
incur pursuant to this Condition 6(a) shall not be deemed to be exceeded solely as
a result of fluctuations in currency exchange rates or currency values.
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Limitation on Restricted Payments

The Guarantor will not, and will not permit any Restricted Subsidiary to, directly or
indirectly (the payments or any other actions described in Conditions 6(b)(i) to 6(b)(iv)
(both inclusive) below being collectively referred to as “Restricted Payments”):

Q) declare or pay any dividend or make any distribution on or with respect to the
Guarantor’s or any Restricted Subsidiary’s Capital Stock (other than dividends or
distributions payable or paid solely in shares of the Guarantor’s or any Restricted
Subsidiary’s Capital Stock (other than Disqualified Stock or Preferred Stock) or
in options, warrants or other rights to acquire shares of such Capital Stock) held
by Persons other than the Guarantor or any Wholly-Owned Restricted Subsidiary;

(i) purchase, call for redemption or redeem, retire or otherwise acquire for value any
shares of Capital Stock of the Guarantor or any Restricted Subsidiary (including
options, warrants or other rights to acquire such shares of Capital Stock) or any
direct or indirect parent of the Guarantor held by any Persons other than the
Guarantor or any Wholly- Owned Restricted Subsidiary;

(ili)  make any voluntary or optional principal payment, or voluntary or optional
redemption, repurchase, defeasance, or other acquisition or retirement for value,
of Indebtedness that is subordinated in right of payment to the Notes or the
Guarantee (excluding any intercompany Indebtedness between or among the
Guarantor and any Wholly-Owned Restricted Subsidiary); or

(iv) make any Investment, other than a Permitted Investment, unless, at the time of,
and after giving effect to, the proposed Restricted Payment:

(A) no Default or Event of Default has occurred and is continuing or would
occur as a result of such Restricted Payment;

(B) the Guarantor could, at the time of such Restricted Payment and after
giving pro forma effect thereto as if such Restricted Payment had been
made at the beginning of the applicable four-quarter period, have been
permitted to incur at least HK$1.00 of Indebtedness under the proviso in
the first sentence of Condition 6(a)(i); and

© such Restricted Payment, together with the aggregate amount of all
Restricted Payments made by the Guarantor and its Restricted
Subsidiaries, shall not exceed the sum (without duplication) of:

@ 50.0 per cent. of the aggregate amount of the Consolidated Net
Income of the Guarantor (or, if the Consolidated Net Income is a
loss, minus 100% of the amount of such loss) accrued on a
cumulative basis during the period (taken as one accounting
period) beginning on the first day of the fiscal quarter during
which the Notes are first issued and ending on the last day of the
Guarantor’s most recently ended fiscal quarter for which
consolidated financial statements of the Guarantor (which the
Guarantor shall use its best efforts to compile in a timely manner)
are available (which may include internal consolidated financial
statements); plus

2 100% of the aggregate Net Cash Proceeds received by the
Guarantor after the Issue Date as a capital contribution to its
common equity or from the issuance and sale of its Capital Stock
(other than Disqualified Stock) to a Person who is not a Restricted
Subsidiary of the Guarantor, including any such Net Cash
Proceeds received upon (x) the conversion of any Indebtedness
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3)

(4)
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(other than Subordinated Indebtedness) of the Guarantor into
Capital Stock (other than Disqualified Stock) of the Guarantor, or
(y) the exercise by a Person who is not a Restricted Subsidiary of
the Guarantor of any options, warrants or other rights to acquire
Capital Stock of the Guarantor (other than Disqualified Stock), in
each case excluding the amount of any such Net Cash Proceeds
used to redeem, repurchase, defease or otherwise acquire or retire
for value any Subordinated Indebtedness or Capital Stock of the
Guarantor; plus

the amount by which Indebtedness of the Guarantor or any of its
Restricted Subsidiaries is reduced on the Guarantor’s
consolidated balance sheet upon the conversion or exchange
(other than by a Subsidiary of the Guarantor) subsequent to the
Issue Date of any Indebtedness of the Guarantor or any of its
Restricted Subsidiaries convertible or exchangeable into Capital
Stock (other than Disqualified Stock) of the Guarantor (less the
amount of any cash, or the Fair Market Value of any other
property, distributed by the Guarantor upon such conversion or
exchange); plus

an amount equal to the net reduction in Investments (other than
reductions in Permitted Investments) that were made after the
Issue Date in any Person resulting from (w) payments of interest
on Indebtedness, dividends or repayments of loans or advances
by such Person, in each case to the Guarantor or any Restricted
Subsidiary (except, in each case, to the extent any such payment
or proceeds are included in the calculation of Consolidated Net
Income) after the Issue Date, (X) the unconditional release of a
guarantee provided by the Guarantor or a Restricted Subsidiary
after the Issue Date of an obligation of another Person, (y) to the
extent that an Investment made after the Issue Date was, or after
such date, or is sold or otherwise liquidated or repaid for cash, the
lesser of (A) cash return of capital with respect to such Investment
(less the cost of disposition, if any) and (B) the initial amount of
such Investment, or (z) from redesignations of Unrestricted
Subsidiaries as Restricted Subsidiaries, not to exceed, in each
case, the amount of Investments (other than Permitted
Investments) made by the Guarantor or a Restricted Subsidiary
after the Issue Date in any such Person or Unrestricted
Subsidiary; plus

HK$150,000,000 (or the Dollar Equivalent thereof).
The foregoing provision shall not be violated by reason of:

m the payment of any dividend or the consummation of any
irrevocable redemption within 60 days after the related
date of declaration or giving of the redemption notice, as
the case may be if, at said date of declaration or at the
date of declaration or notice, the dividend or redemption
payment would have complied with the preceding
paragraph;

) the redemption, repurchase, defeasance or other
acquisition or retirement for value of Subordinated
Indebtedness of the Guarantor with the Net Cash
Proceeds of, or in exchange for, a substantially
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(1)

(V)

V)

(Vi)

(V1)

concurrent Incurrence of Permitted Refinancing
Indebtedness;

the redemption, repurchase or other acquisition of Capital
Stock of the Guarantor, (or options, warrants or other
rights to acquire such Capital Stock) in exchange for, or
out of the Net Cash Proceeds of a substantially concurrent
capital contribution (other than from a Restricted
Subsidiary) or sale (other than to a Subsidiary of the
Guarantor) of, shares of Capital Stock (other than
Disqualified Stock) of the Guarantor or (or options,
warrants or other rights to acquire such Capital Stock);
provided that the amount of any such Net Cash Proceeds
that is utilised for any such Restricted Payment will be
excluded from Condition 6(b)(iv)(C)(2) hereof; provided
further that any item that has been excluded pursuant to
Condition 6(b)(iv)(C)(2) hereof will not be excluded
again as a result of the proviso in this Condition

6(b)(IV)(C)(B)(I);

the redemption, repurchase, defeasance or other
acquisition or retirement for value of Subordinated
Indebtedness of the Guarantor in exchange for, or out of
the Net Cash Proceeds of, a substantially concurrent
capital contribution or sale (other than to a Subsidiary of
the Guarantor) of, shares of Capital Stock (other than
Disqualified Stock) of the Guarantor (or options,
warrants or other rights to acquire such Capital Stock);
provided that the amount of any such Net Cash Proceeds
that are utilised for any such Restricted Payment will be
excluded from Condition 6(b)(iv)(C)(2), provided
further that any item that has been excluded pursuant to
Condition 6(b)(iv)(C)(2) will not be excluded again as a
result of the proviso in this Condition 6(b)(iv)(C)(5)(1V);

the payment of any dividends or distributions declared,
paid or made by a Restricted Subsidiary payable, ona pro
rata basis, or on a basis more favourable to the Guarantor
and/or its Restricted Subsidiaries, to all holders of any
class of Capital Stock of such Restricted Subsidiary, a
majority of which is held directly, or indirectly through
Restricted Subsidiaries, by the Guarantor;

the repurchase, redemption or other acquisition or
retirement for value of any Capital Stock of the Guarantor
or any Restricted Subsidiary held by an employee benefit
plan of the Guarantor or any Restricted Subsidiary, any
current or former officer, director, consultant, or
employee of the Guarantor or any Restricted Subsidiary
(or permitted transferees, estates or heirs of any of the
foregoing); provided that the aggregate consideration
paid for all such repurchased, redeemed, acquired or
retired Capital Stock shall not exceed HK$40,000,000 (or
the Dollar Equivalent thereof); or

cash payments in lieu of the issuance of fractional shares
in connection with the exercise of warrants, options or
other securities convertible into or exchangeable for
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Capital Stock of the Guarantor, provided that any such
cash payment shall not be for the purpose of evading this
Condition 6(b) (as determined in good faith by the Board
of Directors of the Guarantor);;

provided that, in the case of Conditions 6(b)(iv)(C)(5)(II), 6(b)(iv)(C)(5)(II) and
6(b)(iv)(C)(5)(1V) above, no Default shall have occurred and be continuing or would occur as a
consequence of the actions or payments set forth therein.

Each Restricted Payment permitted pursuant to Condition 6(b)(iv)(C)(5)(I) shall be included in
calculating whether Condition 6(b)(iv)(C) has been met with respect to any subsequent Restricted
Payments.

The amount of any Restricted Payments (other than cash) will be the Fair Market Value on the
date of the Restricted Payment of the asset(s) or securities proposed to be transferred or issued by
the Guarantor or such Restricted Subsidiary, as the case may be, pursuant to the Restricted
Payment. The value of any assets or securities that are required to be valued by this Condition 6(b)
will be the Fair Market Value. The Board of Directors’ determination of the Fair Market Value of
a Restricted Payment or any such assets or securities must be based upon an opinion or appraisal
issued by an Independent Financial Advisor if the Fair Market Value exceeds HK$80,000,000 (or
the Dollar Equivalent thereof).

Not later than the date of making any Restricted Payment in an amount in excess of
HK$80,000,000 (or the Dollar Equivalent thereof), the Guarantor will deliver to the Agents an
Officers’ Certificate stating that such Restricted Payment is permitted and setting forth the basis
upon which the calculations required by this Condition 6(b) were computed, together with a copy
of any fairness opinion or appraisal required by the Conditions.

(c) Limitation on dividend and other payment restrictions affecting Restricted Subsidiaries

Q) Except as provided below, the Guarantor will not, and will not permit any
Restricted Subsidiary to, create or otherwise cause or permit to exist or become
effective any encumbrance or restriction on the ability of any Restricted
Subsidiary to:

(A) pay dividends or make any other distributions on any Capital Stock of
such Restricted Subsidiary owned by the Guarantor or any of its
Restricted Subsidiaries;

(B) pay any Indebtedness or other obligation owed to the Guarantor or any
other Restricted Subsidiary;

(© make loans or advances to the Guarantor or any of its Restricted
Subsidiaries; or

(D) sell, lease or transfer any of its property or assets to the Guarantor or any
of its Restricted Subsidiaries.

provided that for the avoidance of doubt the following shall not be deemed to constitute
such an encumbrance or restriction: (i) the priority of any Preferred Stock issued in
compliance with Condition 6(a) in receiving dividends or liquidating distributions prior to
dividends or liquidating distributions being paid on Common Stock; (ii) the subordination
of loans or advances made to the Guarantor or any Restricted Subsidiary to other
Indebtedness Incurred by the Guarantor or any Restricted Subsidiary; and (iii) the
provisions contained in documentation governing Indebtedness requiring transactions
between or among the Guarantor and any Restricted Subsidiary or between or among any
Restricted Subsidiary to be on fair and reasonable terms or on an arm’s length basis.
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(i) Condition 6(c)(i) does not apply to any encumbrances or restrictions existing
under or by reason of:

(A)

(B)
(©)

(D)

(E)

(F)

existing in agreements as in effect on the Issue Date, or in the Notes, the
Guarantee, the Deed of Covenant, the Deed of Guarantee and any
amendments, restatements, modifications, supplements, extensions,
refinancings, renewals or replacements of any of the foregoing
agreements; provided that the encumbrances and restrictions in any such
amendments, restatements, modifications, supplements, extensions,
refinancings, renewals or replacements, taken as a whole, are no more
restrictive in any material respect to the Noteholders than those
encumbrances or restrictions that are then in effect and that are being
extended, refinanced, renewed or replaced;

existing under or by reason of applicable law, rule, regulation or order;

with respect to any Person or the property or assets of such Person
acquired by the Guarantor or any Restricted Subsidiary existing at the
time of such acquisition and not incurred in contemplation thereof, which
encumbrances or restrictions are not applicable to any Person or the
property or assets of any Person other than such Person or the property or
assets of such Person so acquired, and any amendments, restatements,
modifications, supplements, extensions, refinancings, renewals or
replacements thereof; provided that encumbrances and restrictions in any
such amendment, restatement, modification, supplement extension,
refinancing, renewal or replacement, taken as a whole, are no more
restrictive in any material respect to the Noteholders than those
encumbrances or restrictions that are then existing and that are being
amended, restated, modified, supplemented, extended, refinanced,
renewed or replaced;

that otherwise would be prohibited by the provision described in
Condition 6(c)(i)(D), if they arise, or are agreed to in the ordinary course
of business, and that (i) restrict in a customary manner the subletting,
assignment or transfer of any property or asset that is subject to a lease or
licence, (ii) exist by virtue of any Lien on, or agreement to transfer, option
or similar right with respect to any property or assets of the Guarantor or
any Restricted Subsidiary not otherwise prohibited by the Conditions or
(iii) do not relate to any Indebtedness, and that do not, individually or in
the aggregate, detract from the value of property or assets of the Guarantor
or any Restricted Subsidiary in any manner material to the Guarantor or
any Restricted Subsidiary;

with respect to a Restricted Subsidiary and imposed pursuant to an
agreement that has been entered into for the sale or disposition of all or
substantially all of the Capital Stock of, or property and assets of, such
Restricted Subsidiary that is permitted by Conditions 6(a), 6(d) and 6(i)
hereof;

with respect to any Restricted Subsidiary and imposed pursuant to an
agreement that has been entered into for the Incurrence of Indebtedness
of the type permitted under Conditions 6(a) hereof if, as determined by
the Board of Directors, the encumbrances or restrictions are (i) customary
for such types of agreements and (ii) would not, at the time agreed to, be
expected to materially and adversely affect the ability of the Issuer or the
Guarantor to make any required payment on the Notes and, any
amendments, restatements, modifications, supplements, extensions,
refinancings, renewals or replacements of any of the foregoing
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agreements; provided that the encumbrances and restrictions in any such
amendments, restatements, modifications, supplements, extensions,
refinancings, renewals or replacements, taken as a whole, are no more
restrictive in any material respect to the Noteholders than those
encumbrances or restrictions that are then in effect and that are being
extended, refinanced, renewed or replaced;

(G) existing in customary provisions in shareholders’ agreements, joint
venture agreements and other similar agreements permitted under the
Conditions, to the extent such encumbrance or restriction relates to the
activities or assets of the Guarantor or a Restricted Subsidiary that is a
party to such agreements and if (as determined in good faith by the Board
of Directors) (i) the encumbrances or restrictions are customary for a
shareholders, joint venture or similar agreement of that type and (ii) the
encumbrances or restrictions would not, at the time agreed to, be expected
to materially and adversely affect the ability of the Issuer to make the
required payments on the Notes or the Guarantor to make the required
payments on the Guarantee; or

(H) existing with respect to any Unrestricted Subsidiary or the property or
assets of such Unrestricted Subsidiary that is designated as a Restricted
Subsidiary in accordance with the terms of the Conditions at the time of
such designation and not incurred in contemplation of such designation,
which encumbrances or restrictions are not applicable to any Person or
the property or assets of any Person other than such Subsidiary or its
subsidiaries or the property or assets of such Subsidiary or its subsidiaries,
and any amendments, restatements, modifications, supplements,
extensions, refinancing, renewals or replacements thereof; provided that
the encumbrances and restrictions in any such amendment, restatement,
modification, supplement, extension, refinancing, renewal or
replacement, taken as a whole, are no more restrictive in any material
respect to the Noteholders than those encumbrances or restrictions that
are then in effect and that are being amended, restated, modified,
supplemented, extended, refinanced, renewed or replaced.

Limitation on sales and issuances of capital stock in Restricted Subsidiaries

The Guarantor will not sell, and will not permit any Restricted Subsidiary, directly or
indirectly, to issue or sell, any shares of Capital Stock of a Restricted Subsidiary (including
options, warrants or other rights to purchase shares of such Capital Stock) except:

Q) to the Guarantor or a Wholly-Owned Restricted Subsidiary, or in the case of a
Restricted Subsidiary that is not Wholly Owned, pro rata to its shareholders or
incorporators or on a basis more favourable to the Guarantor and its Restricted
Subsidiaries;

(i) to the extent such Capital Stock represents director’s qualifying shares or is
required by applicable law to be held by a Person other than the Guarantor or a
Wholly-Owned Restricted Subsidiary;

(ifi)  the issuance and sale of the Capital Stock of a Restricted Subsidiary other than the
Issuer if, immediately after giving effect to such issuance or sale, such Restricted
Subsidiary would no longer constitute a Restricted Subsidiary and any remaining
Investment in such Person would have been permitted to be made under the
Condition 6(b) hereof if made on the date of such issuance or sale and provided
that the Guarantor complies with Condition 6(i) hereof;
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(iv) the issuance or sale of Capital Stock of a Restricted Subsidiary other than the
Issuer (which remains a Restricted Subsidiary after any such issuance or sale);
provided that the Guarantor or such Restricted Subsidiary applies the Net Cash
Proceeds of such issuance or sale in accordance with Condition 6(i) hereof.

Limitation on issuances of guarantees by Restricted Subsidiaries

The Guarantor will not permit any Restricted Subsidiary (other than the Issuer) directly or
indirectly, to guarantee any Public Indebtedness of the Guarantor or the Issuer
(“Guaranteed Indebtedness”), unless: (1)(a) such Restricted Subsidiary simultaneously
executes and delivers a supplemental deed of guarantee to the Deed of Guarantee
providing for an unsubordinated subsidiary guarantee of payment of the Notes by such
Restricted Subsidiary and (b) such Restricted Subsidiary waives and will not in any
manner whatsoever claim, or take the benefit or advantage of, any rights of reimbursement,
indemnity or subrogation or any other rights against the Guarantor or any other Restricted
Subsidiary as a result of any payment by such Restricted Subsidiary under its guarantee,
until the Notes have been paid in full; or (2) such guarantee and such guarantee
Indebtedness are permitted by Conditions 6(a)(ii)(B) or 6(a)(ii)(C) hereof.

If the Guaranteed Indebtedness (a) ranks pari passu in right of payment with the Notes or
the Guarantee, then the guarantee of such Guaranteed Indebtedness shall rank pari passu
in right of payment with, or subordinated to, the Guarantee, or (b) is subordinated in right
of payment to the Notes or the Guarantee, then the guarantee of such Guaranteed
Indebtedness shall be subordinated in right of payment to the Guarantee, at least to the
extent that the Guaranteed Indebtedness is subordinated to the Notes or the Guarantee.

Limitation on transactions with shareholders and Affiliates

The Guarantor will not, and will not permit any Restricted Subsidiary to, directly or
indirectly, make any payment to, or sell, lease, transfer or otherwise dispose of any of its
properties or assets, or purchase any property or assets from, or enter into or make or
amend any transaction, contract, agreement, understanding, loan, advance or guarantee
with, or for the benefit of (a) any holder (or any Affiliate of such holder) of 10.0 per cent.
or more of any class of Capital Stock of the Guarantor or (b) any Affiliate of the Guarantor
or any Restricted Subsidiary (each an “Affiliate Transaction™), unless:

Q) the Affiliate Transaction is on fair and reasonable terms that are no less favourable
to the Guarantor or the relevant Restricted Subsidiary than those that would have
been obtained in a comparable arm’s-length transaction by the Guarantor or the
relevant Restricted Subsidiary with a Person that is not an Affiliate of the
Guarantor or any Restricted Subsidiary; and

(i) the Guarantor delivers to the Agents:

(A) with respect to any Affiliate Transaction or series of related Affiliate
Transactions involving aggregate consideration in excess of
HK$40,000,000 (or the Dollar Equivalent thereof), a Board Resolution set
forth in an Officers’ Certificate of the Guarantor certifying that such
Affiliate Transaction complies with this Condition 6(f) and such Affiliate
Transaction has been approved by a majority of the disinterested members
of the Board of Directors; and

(B) with respect to any Affiliate Transaction or series of related Affiliate
Transactions involving aggregate consideration in excess of
HK$80,000,000 (or the Dollar Equivalent thereof), in addition to the
Board Resolution required in Condition 6(f)(ii)(A) above, an opinion as
to the fairness to the Guarantor or such Restricted Subsidiary of such
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Affiliate Transaction from a financial point of view issued by an
Independent Financial Advisor.

The foregoing limitation does not limit, and shall not apply to:

Q) the payment of reasonable and customary regular compensation
fees and expenses to directors of the Guarantor who are not
employees of the Guarantor;

2 transactions between or among the Guarantor and any of its
Wholly-Owned Restricted Subsidiaries or between or among
Wholly-Owned Restricted Subsidiaries of the Guarantor;

3 any Restricted Payment if permitted by Condition 6(b) hereof;

(@) any issuance or sale of Capital Stock (other than Disqualified
Stock) of the Guarantor;

(5) the payment of compensation to officers and directors of the
Guarantor or any Restricted Subsidiary pursuant to an employee
stock or share option scheme; and

(6) transactions with a Person (other than an Unrestricted Subsidiary)
that is an Affiliate of the Guarantor solely because of the
Guarantor owns, directly or indirectly or through one or more of
its Restricted Subsidiaries, an Equity Interest in, or Controls, such
person.

In addition, the requirements of Condition 6(f)(ii) shall not apply to (i) Investments (other
than Permitted Investments) not prohibited by Condition 6(b), (ii) Investments in any
Person made under clause (q) of the definition of “Permitted Investments”; provided that
such Investment is on a pro rata basis (or on a basis more favourable to the Guarantor or
the Issuer, than on a pro rata basis) to the interest the Guarantor or any of its Restricted
Subsidiary has in such Person at the time of such Investment as compared to the other
shareholders or partners of such Person, (iii) transactions pursuant to agreements in effect
on the Issue Date, or any amendment or modification or replacement thereof, so long as
such amendment, modification or replacement is not more disadvantageous to the
Guarantor and its Restricted Subsidiaries than the original agreement in effect on the Issue
Date, and (iv) any transaction between or among any of the Guarantor, a Wholly- Owned
Restricted Subsidiary and any Restricted Subsidiary that is not a Wholly-Owned
Restricted Subsidiary or between or among the Guarantor or a Restricted Subsidiary on
the one hand and an Unrestricted Subsidiary or Associate on the other hand; provided that
in the case of (iv), (X) such transaction is entered into in the ordinary course of business
and (y) none of the shareholders or partners (other than the Guarantor or a Restricted
Subsidiary) of such Restricted Subsidiary, Unrestricted Subsidiary or Associate is a Person
described in clause (x) or (y) of the first paragraph of this Condition 6(f) (other than by
reason of such shareholder or partner being a director or officer of such Restricted
Subsidiary or Unrestricted Subsidiary or Associate).

Limitation on Liens

The Guarantor will not, and will not permit any Restricted Subsidiary to, directly or
indirectly, incur, assume or permit to exist any Lien of any nature whatsoever on any of
its assets or properties of any kind, whether owned at the Issue Date or thereafter acquired,
except Permitted Liens, unless the Notes are secured equally and rateably with the
Indebtedness secured by such Lien.
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Limitation on Sale and Leaseback Transactions

The Guarantor will not, and will not permit any Restricted Subsidiary to, enter into any
Sale and Leaseback Transaction; provided that the Guarantor or any Restricted Subsidiary
may enter into a Sale and Leaseback Transaction if:

(i)

(i)

(iii)

the Guarantor or any Restricted Subsidiary could have (a) incurred Indebtedness
in an amount equal to the Attributable Indebtedness relating to such Sale and
Leaseback Transaction under Condition 6(a) and (b) incurred a Lien to secure such
Indebtedness pursuant to Condition 6(g), in which case, the corresponding
Indebtedness and Lien will be deemed incurred pursuant to those provisions;

the gross cash proceeds of that Sale and Leaseback Transaction are at least equal
to the Fair Market Value of the property that is the subject of such Sale and
Leaseback Transaction; and

the transfer of assets in that Sale and Leaseback Transaction is permitted by, and
the Guarantor or any Restricted Subsidiary, as the case may be, applies the
proceeds of such transaction in compliance with, Condition 6(i).

Limitation on Asset Sales

The Guarantor will not, and will not permit any Restricted Subsidiary to, consummate any
Asset Sale, unless:

(i)

(i)

(iii)

no Default shall have occurred and be continuing or would occur as a result of
such Asset Sale;

the consideration received by the Guarantor or such Restricted Subsidiary, as the
case may be, is at least equal to the Fair Market Value (measured as of the date of
the definitive agreement with respect to such Asset Sale) of the assets sold or
disposed of; and

at least 75 per cent. of the consideration received consists of cash or Temporary
Cash Investments or Replacement Assets; provided that in the case of an Asset
Sale in which the Guarantor or such Restricted Subsidiary receives Replacement
Assets involving aggregate consideration in excess of HK$80,000,000 (or the
Dollar Equivalent thereof), the Guarantor shall deliver to the Agents an opinion
as to the fairness to the Guarantor or such Restricted Subsidiary of such Asset Sale
from a financial point of view issued by an Independent Financial Advisor.

For purposes of this Condition 6(i), each of the following will be deemed to be
cash:

(A) any liabilities, as shown on the Guarantor’s most recent consolidated
balance sheet, of the Guarantor or any Restricted Subsidiary (other than
contingent liabilities and liabilities that are by their terms subordinated to
the Notes or the Guarantee) that are assumed by the transferee of any such
assets pursuant to a customary assumption, assignment, set-off, novation
or similar agreement that releases the Guarantor or such Restricted
Subsidiary from further liability; and

(B) any securities, notes or other obligations received by the Guarantor or any
Restricted Subsidiary from such transferee that are promptly, but in any
event within 30 days of closing, converted by the Guarantor or such
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Restricted Subsidiary into cash, to the extent of the cash received in that
conversion.

Within 360 days after the receipt of any Net Cash Proceeds from an Asset
Sale, the Guarantor (or the applicable Restricted Subsidiary, as the case
may be) may apply an amount equal to such Net Cash Proceeds to:

@ permanently repay Senior Indebtedness of the Guarantor or any
Indebtedness of a Restricted Subsidiary (and, if such Senior
Indebtedness repaid is revolving credit Indebtedness, to
correspondingly reduce commitments with respect thereto) in
each case owing to a Person other than the Guarantor or a
Restricted Subsidiary; or

2 acquire Replacement Assets.

Any Net Cash Proceeds from Asset Sales that are not applied or
invested as provided in (i) and (ii) in the immediately preceding
paragraph will constitute “Excess Proceeds”. Excess Proceeds of
less than HK$80,000,000 (or the Dollar Equivalent thereof) will
be carried forward and accumulated. When accumulated Excess
Proceeds exceeds HK$80,000,000 (or the Dollar Equivalent
thereof), within 10 days thereof, the Guarantor must make an
offer to purchase (in accordance with this Condition 6(i)) the
Notes having a principal amount equal to:

m accumulated Excess Proceeds, multiplied by

() a fraction (x) the numerator of which is equal to the
outstanding principal amount of the Notes and (y) the
denominator of which is equal to the outstanding
principal amount of the Notes and all pari passu
Indebtedness similarly required to be repaid, redeemed or
tendered for in connection with the Asset Sale,

rounded down to the nearest HK$1,000. The offer price in any
offer to purchase the Notes will be equal to 100 per cent. of the
principal amount plus accrued and unpaid interest to the date of
purchase, and will be payable in cash.

If any Excess Proceeds remain after consummation of an offer to
purchase the Notes, the Guarantor may use those Excess Proceeds
for any purpose not otherwise prohibited by the Conditions. If the
aggregate principal amount of Notes (and any other pari passu
Indebtedness) tendered in such offer to purchase exceeds the
amount of Excess Proceeds, the Issuer will select the Notes (and
such other pari passu Indebtedness) to be purchased on a pro rata
basis based on the principal amount of Notes and such other pari
passu Indebtedness tendered. Upon completion of each offer to
purchase the Notes, the amount of Excess Proceeds will be reset
to zero.

Pending applications of the Net Cash Proceeds or Excess
Proceeds pursuant to this Condition 6(i), such Net Cash Proceeds
or Excess Proceeds shall be invested in Temporary Cash
Investments.

Limitation on consolidation and merger
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None of the Issuer or the Guarantor will consolidate, amalgamate or merge with or into
another Person, permit any Person to merge with or into it, or sell, convey, transfer, lease
or otherwise dispose of all or substantially all of its and the Restricted Subsidiaries’
properties and assets (computed on a consolidated basis) (as an entirety or substantially an
entirety in one transaction or a series of related transactions), unless:

() the Issuer or the Guarantor, as the case may be, shall be the continuing Person, or
the Person (if other than it) formed by such consolidation or merger or that
acquired or leased such property and assets (the “Surviving Person”) shall be a
corporation organised and validly existing under the laws of Bermuda, the British
Virgin Island or Hong Kong and shall expressly assume, by a supplemental deed
of covenant to the Deed of Covenant or a supplemental deed of guarantee to the
Deed of Guarantee (as the case may be), all the obligations of the Issuer, or the
Guarantor, as the case may be, under the Deed of Covenant, the Deed of Guarantee
and the Notes, the Guarantee, to which it is a party, as the case as may be, and the
Deed of Covenant, the Deed of Guarantee and the Notes and the Guarantee, as the
case may be, shall remain in full force and effect;

(i) immediately after giving effect to such transaction, no Default or Event of Default
shall have occurred and be continuing;

(iii) immediately after giving effect to such transaction on a pro forma basis, the
Guarantor or the Surviving Person of the Guarantor, as the case may be, shall have
a Consolidated Net Worth equal to or greater than the Consolidated Net Worth of
the Guarantor immediately prior to such transaction;

(iv) immediately after giving effect to such transaction on a pro forma basis, the
Guarantor or the Surviving Person of the Guarantor, as the case may be, could
Incur at least HK$1.00 of Indebtedness under the proviso in the first sentence of
Condition 6(a)(i); and

(V) the Issuer or the Guarantor, delivers to the Agents (a) an Officers’ Certificate of
the Issuer or the Guarantor, as the case may be, (attaching the arithmetic
computations to demonstrate compliance with Conditions 6(j)(iii) and 6(j)(iv))
and (b) an Opinion of Counsel, in each case stating that such consolidation, merger
or transfer and such supplemental deed of guarantee or supplemental deed of
covenant (as the case may be) complies with this Condition 6(j) and that all
conditions precedent provided for herein relating to such transaction have been
complied with.

Limitation on business activities

The Guarantor will not, and will not permit any Restricted Subsidiary to, directly or
indirectly, engage in any business other than a Permitted Business; provided, however,
that the Guarantor or any Restricted Subsidiary may own Capital Stock of an Unrestricted
Subsidiary or joint venture or other entity that is engaged in a business other than Permitted
Business as long as any Investment therein was not prohibited when made by Condition
6(b).

Designation of Restricted and Unrestricted Subsidiaries

For so long as any of the Notes remain outstanding, the Guarantor (or a Surviving Person
of the Guarantor) shall at all times be designated and construed as a Restricted Subsidiary.

Q) Subject to the aforesaid, the Board of Directors may designate any Restricted
Subsidiary to be an Unrestricted Subsidiary; provided that (a) No Default shall
have occurred, or be continuing at the time of or after giving effect to such
designation; (b) neither the Guarantor nor any Restricted Subsidiary guarantees or
provides credit support for the Indebtedness of such Restricted Subsidiary; (c)
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such Restricted Subsidiary has no outstanding Indebtedness that could trigger a
cross-default to the Indebtedness of the Guarantor or the Issuer; (d) such
Restricted Subsidiary does not own any Disqualified Stock of the Guarantor or
Disqualified Stock or Preferred Stock of another Restricted Subsidiary or hold any
Indebtedness of, or Lien on any property of the Guarantor or any Restricted
Subsidiary, if such Disqualified Stock or Preferred Stock or Indebtedness could
not be Incurred under Condition 6(a) or such Lien would violate Condition 6(g);
(e) such Restricted Subsidiary does not own any Voting Stock of another
Restricted Subsidiary, and all of its Subsidiaries are Unrestricted Subsidiaries or
are being concurrently designated as Unrestricted Subsidiaries in accordance with
this paragraph; and (f) the Investment deemed to have been made thereby in such
newly designated Unrestricted Subsidiary and each other newly designated
Unrestricted Subsidiary being concurrently redesignated would be permitted to be
made by Condition 6(b); and

(i) The Board of Directors may designate any Unrestricted Subsidiary to be a
Restricted Subsidiary; provided that (a) no Default shall have occurred or be
continuing at the time of or after giving effect to such designation; (b) any
Indebtedness of such Unrestricted Subsidiary outstanding at the time of such
designation which will be deemed to have been Incurred by such newly designated
Restricted Subsidiary as a result of such designation would be permitted to be
Incurred by Condition 6(a); (c) any Lien on the property of such Unrestricted
Subsidiary at the time of such designation which will be deemed to have been
incurred by such newly designated Restricted Subsidiary as a result of such
designation would be permitted to be incurred by Condition 6(g); and (d) such
Unrestricted Subsidiary is not a Subsidiary of another Unrestricted Subsidiary
(that is not concurrently being designated as a Restricted Subsidiary).

Government approvals and licences; compliance with law

The Guarantor will, and will cause each Restricted Subsidiary to (1) obtain and maintain
in full force and effect all governmental approvals, authorisations, consents, permits,
concessions and licences as are necessary to engage in the Permitted Business, (2) preserve
and maintain good and valid title to its properties and assets (including land use rights)
free and clear of any Liens other than Permitted Liens and (3) comply with all laws,
regulations, orders, judgments and decrees of any governmental body, except in each case
to the extent that failure so to obtain, maintain, preserve and comply would not reasonably
be expected to have a material adverse effect on (a) the business, results of operations or
prospects of the Guarantor and its Restricted Subsidiaries taken as a whole or (b) the ability
of the Issuer or the Guarantor to perform its obligations under the Notes, the Guarantee,
the Conditions, the Deed of Covenant or the Deed of Guarantee.

Anti-layering

Neither the Guarantor nor the Issuer will Incur, any Indebtedness if such Indebtedness is
contractually subordinated in right of payment to any other Indebtedness of the Guarantor
unless such Indebtedness is also contractually subordinated in right of payment to the
Notes, on substantially identical terms. The restrictions set forth in this Condition 6(n) do
not apply to distinctions between categories of Indebtedness that exist by reason of any
Liens or guarantees securing or in favour of some but not all of such Indebtedness.

Provision of financial information

Q) So long as any of the Notes remain outstanding, the Guarantor will deliver to the
Agents and, upon request, furnish to the Noteholders as soon as they are available
but in any event not more than ten (10) calendar days after they are filed with
HKEX or any other recognised exchange on which the Guarantor’s Common
Stock at any time is listed for trading, true and correct copies of any annual and
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semi-annual financial reports, filed by the Guarantor with such exchange;
provided further that, if at any time the Common Stock of the Guarantor ceases to
be listed for trading on a recognised exchange, the Guarantor will deliver to the
Agents and furnish to the Noteholders:

(A) as soon as they are available, but in any event within 120 days after the
end of the fiscal year of the Guarantor, copies of its financial statements
(on a consolidated basis) in respect of such financial year (including a
statement of income, balance sheet, cash flow statement and the notes
thereto) audited by a member firm of an internationally or nationally
recognised firm of independent accountants; and

(B) as soon as they are available, but in any event within 90 days after the end
of the second financial quarter of the Guarantor, copies of its financial
statements (on a consolidated basis) in respect of such half-year period
(including a statement of income, balance sheet, cash flow statement and
the notes thereto) reviewed by a member firm of an internationally or
nationally recognised firm of independent accountants.

(i) In addition, so long as any of the Notes remain outstanding, the Guarantor will
provide to the Agents (a) within 120 days after the close of each financial year, an
Officers’ Certificate of the Guarantor stating Debt-to-Asset Ratio and the
Consolidated Tangible Net Worth as of the end of such financial year and showing
in reasonable detail the calculation of the Debt-to-Asset Ratio and the
Consolidated Tangible Net Worth, including the arithmetic computations of each
component of the Debt-to-Asset Ratio and the Consolidated Tangible Net Worth;
and (b) as soon as practical and in any event within 30 days after the Issuer or the
Guarantor becomes aware or should reasonably become aware of the occurrence
of a Default, an Officers’ Certificate of the Guarantor setting forth the details of
the Default, and the action which the Issuer or the Guarantor, as the case may be,
proposes to take with respect thereto.

Covenants in respect of the Issuer

Notwithstanding anything contained in these Conditions or the Agency Agreement to the
contrary:

Q) The Issuer shall not engage in any business activity or undertake any other
activity, except any activity relating to Permitted Business; and

(i) The Issuer (or any surviving person of the Issuer) shall at all times remain a
Wholly Owned Restricted Subsidiary of the Guarantor unless the Guarantor (or a
surviving person of the Guarantor) is a surviving person of the Issuer.

Listing of the Notes: the Issuer undertakes to use commercially reasonable efforts to list
or cause to be listed, the Notes, on the SGX-ST, or on another recognised securities
exchange, other than the Stock Exchange of Hong Kong Limited, as determined by the
Issuer in its absolute discretion, within six months from the Issue Date, or such other longer
periods as the Issuer may, in its absolute discretion, deem fit.

For the purpose of this Condition 6 (Covenants) certain terms below have the meanings shown

below.

“Acquired Indebtedness” means with respect to any specified Person:

(a)

ASIA 33607383

Indebtedness of any other Person existing at the time such other Person is amalgamated
with or merged with or into or becomes a Subsidiary of such specified Person, whether or
not such Indebtedness is incurred in connection with, or in contemplation of, such other
Person merging with or into, or becoming a Subsidiary of, such specified Person; and
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(b) Indebtedness secured by a Lien encumbering any asset acquired by such specified Person.

“Affiliate” means, with respect to any Person, any other Person (1) directly or indirectly
controlling, controlled by, or under direct or indirect common control with, such Person; (2) who
is a director or officer of such Person or any Subsidiary of such Person or of any Person referred
to in clause (1) of this definition; or (3) who is a spouse or any person cohabiting as a spouse, child
or step-child, parent or step-parent, brother, sister, step-brother or step-sister, parent-in-law,
grandchild, grandparent, uncle, aunt, nephew and niece of a Person described in clause (1) or (2).
For purposes of this definition, “control” (including, with correlative meanings, the terms
“controlling”, “controlled by” and “under common control with”), as applied to any Person,
means the possession, directly or indirectly, of the power to direct or cause the direction of the
management and policies of such Person, whether through the ownership of voting securities, by
contract or otherwise.

“Asset Disposition” means the sale or other disposition by the Guarantor or any Restricted
Subsidiary (other than to the Guarantor or another Restricted Subsidiary) of (1) all or substantially
all of the Capital Stock of any Restricted Subsidiary or (2) all or substantially all of the assets that
constitute a division or line of business of the Guarantor or any Restricted Subsidiary.

“Asset Sale” means any sale, transfer or other disposition (including by way of merger,
consolidation or a Sale and Leaseback Transaction) of any of its property or assets (including any
sale or issuance of Capital Stock of a Restricted Subsidiary, but not an Unrestricted Subsidiary) in
one transaction or a series of related transactions by the Guarantor or any Restricted Subsidiary to
any Person; provided, however, that “Asset Sale” shall not include:

@) sales or other dispositions of inventory, receivables and other current assets (including
properties under development for sale and completed properties for sale and any stock and
securities held by the Guarantor or any Restricted Subsidiaries for their financial, money-
lending, trust, insurance and securities business) in the ordinary course of business;

(b) sales, transfers or other dispositions of assets constituting a Permitted Investment or
Restricted Payment permitted to be made under Condition 6(b) (Limitation on Restricted
Payments);

(c) sales, transfers or other dispositions of assets with a Fair Market Value not in excess of
HK$20,000,000 (or the Dollar Equivalent thereof) in any transaction or series of related
transactions;

(d) any sale, transfer, assignment or other disposition of any property or equipment that has
become damaged, worn out, obsolete or otherwise unsuitable for use in connection with
the business of the Guarantor or its Restricted Subsidiaries;

(e) any transfer, assignment or other disposition deemed to occur in connection with creating
or granting any Permitted Lien;

0] a transaction covered by Condition 6(j) (Limitation on consolidation and merger);

(9) any sale, transfer or other disposition by the Guarantor or any of its Restricted Subsidiaries,
including the sale or issuance by the Guarantor or any Restricted Subsidiary of any Capital
Stock of any Restricted Subsidiary, to the Guarantor or any Restricted Subsidiary.

“Associate” means any corporation, association or other business entity of which at least 20 per
cent. of the Capital Stock and the Voting Stock is owned, directly or indirectly, by the Guarantor
or any Restricted Subsidiary.

“Attributable Indebtedness” means, in respect of a Sale and Leaseback Transaction, at the time
of determination, the present value, discounted at the interest rate implicit in such Sale and
Leaseback Transaction determined in accordance with GAAP, of the total obligations of the lessee
for rental payments during the remaining term of the lease in such Sale and Leaseback Transaction,
including any period for which such lease has been extended or may, at the option of the lessor, be
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extended; provided, however, that if such Sale and Leaseback Transaction results in a Capital
Lease Obligation, the amount of Indebtedness represented thereby will be determined in
accordance with the definition of Capital Lease Obligation.

“Average Life” means, at any date of determination with respect to any Indebtedness, the quotient
obtained by dividing (1) the sum of the products of (a) the number of years from such date of
determination to the dates of each successive scheduled principal payment of such Indebtedness
and (b) the amount of such principal payment by (2) the sum of all such principal payments.

“Board of Directors” means the board of directors elected or appointed by the stockholders of the
Guarantor to manage the business of the Guarantor or any committee of such board duly authorized
to take the action purported to be taken by such committee.

“Board Resolution” means any resolution of the Board of Directors taking an action which it is
authorised to take and adopted at a meeting duly called and held at which a quorum of disinterested
members (if so required) was present and acting throughout or adopted by written resolution
executed by every member of the Board of Directors.

“Capital Stock” means, with respect to any Person, any and all shares, interests (including
partnership interests), rights to purchase, warrants, options, participations or other equivalents of
or interests in (however designated, whether voting or non-voting) equity of such Person, whether
outstanding on the Issue Date or issued thereafter, including, without limitation, all Common Stock
and Preferred Stock, but excluding any debt securities convertible into such equity.

“Capitalised Lease” means, with respect to any Person, any lease of any property (whether real,
personal or mixed) which, in conformity with GAAP, is required to be capitalised on the balance
sheet of such Person.

“Capitalised Lease Obligations” means at the time any determination is to be made, the amount
of the liability in respect of a Capitalised Lease that would at that time be required to be capitalized
on a balance sheet prepared in accordance with GAAP, and the Stated Maturity thereof shall be
the date of the last payment of rent or any other amount due under such lease prior to the first date
upon which such lease may be prepaid by the lessee without payment of a penalty.

“Commodity Hedging Agreement” means any spot, forward or option, commodity price
protection agreements or other similar agreement or arrangement designed to protect against
fluctuations in commodity prices.

“Common Stock” means, with respect to any Person, any and all shares, interests or other
participations in, and other equivalents (however designated and whether voting or non-voting) of
such Person’s common stock or ordinary shares, whether or not outstanding at the Issue Date, and
include, without limitation, all series and classes of such common stock or ordinary shares.

“Consolidated Net Income” means, with respect to any specified Person for any period, the
aggregate net income (or loss) of such Person and its Restricted Subsidiaries for such period, on a
consolidated basis, determined in conformity with GAAP; provided that the following items shall
be excluded in computing Consolidated Net Income (without duplication):

@) the net income (or loss) of any Person that is not a Restricted Subsidiary or that is
accounted for by the equity method of accounting except that:

() subject to the exclusion contained in clause (e) below, the Guarantor’s equity in
the net income of any such Person for such period shall be included in such
Consolidated Net Income up to the aggregate amount of cash actually distributed
by such Person during such period to the Guarantor or a Restricted Subsidiary as
a dividend or other distribution (subject, in the case of a dividend or other
distribution paid to a Restricted Subsidiary, to the limitations contained in clause
(c) below); and
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(i) the Guarantor’s equity in a net loss of any such Person for such period shall be
included in determining such Consolidated Net Income to the extent funded with
cash or other assets of the Guarantor or Restricted Subsidiaries;

(b) the net income (or loss) of any Person accrued prior to the date it becomes a Restricted
Subsidiary or is merged into or consolidated with the Guarantor or any Restricted
Subsidiary or all or substantially all of the property and assets of such Person are acquired
by the Guarantor or any Restricted Subsidiary;

(c) the net income (but not loss) of any Restricted Subsidiary to the extent that the declaration
or payment of dividends or similar distributions by such Restricted Subsidiary of such net
income is not at the time permitted by the operation of the terms of its charter, articles of
association or other similar constitutive documents, or any agreement, instrument,
judgment, decree, order, statute, rule or governmental regulation applicable to such
Restricted Subsidiary;

(d) the cumulative effect of a change in accounting principles;

(e) any net after-tax gains realised on the sale or other disposition of (a) any property or assets
of the Guarantor or any Restricted Subsidiary which is not sold in the ordinary course of
its business or (b) any Capital Stock of any Person (including any gains by the Guarantor
realised on sales of Capital Stock of the Guarantor or any Restricted Subsidiary);

()] any translation gains and losses due solely to fluctuations in currency values and related
tax effects; and

(9) any net after-tax extraordinary or non-recurring gains.

“Consolidated Net Worth” means, at any date of determination, Consolidated Net Worth of the
Guarantor as set forth on the most recently available semi-annual or annual consolidated financial
statements of the Guarantor prepared in accordance with GAAP (which the Guarantor shall use its
best efforts to compile in a timely manner), plus, to the extent not included, any Preferred Stock
of the Guarantor, less any amounts attributable to Disqualified Stock or any equity security
convertible into or exchangeable for Indebtedness, the cost of treasury stock and the principal
amount of any promissory notes receivable from the sale of the Capital Stock of the Guarantor or
any Restricted Subsidiary, each item to be determined in conformity with GAAP.

“Consolidated Tangible Net Worth” means, at any date of determination, the Consolidated Net
Worth of the Guarantor as set forth on the most recently available semi-annual or annual
consolidated financial statements of the Guarantor prepared in accordance with GAAP (which the
Guarantor shall use its best efforts to compile in a timely manner), less any amount shown in
respect of goodwill or other intangible assets and any Fair Market Value gains or losses on the
Notes.

“Credit Facilities” means one or more of the facilities or arrangements with one or more banks or
other lenders or institutions providing for revolving credit loans, term loans, receivables financings
(including without limitation through the sale of receivables or assets to such institutions or to
special purpose entities formed to borrow from such institutions against such receivables or assets
or the creation of any Liens in respect of such receivables or assets in favor of such institutions),
letters of credit or other Indebtedness, in each case, including all agreements, instruments and
documents executed and delivered pursuant to or in connection with any of the foregoing,
including but not limited to any notes and letters of credit issued pursuant thereto and any guarantee
and collateral agreement, patent and trademark security agreement, mortgages or letter of credit
applications and other guarantees, pledge agreements, security agreements and collateral
documents, in each case as the same may be amended, supplemented, waived or otherwise
modified from time to time, or refunded refinanced, restructured, replaced, renewed, repaid,
increased or extended from time to time (whether in whole or in part, whether with the original
banks, lenders or institutions or other banks, lenders or institutions or otherwise, and whether
provided under any original Credit Facility or one or more other credit agreements, indentures,
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financing agreements or other Credit Facilities or otherwise). Without limiting the generality of
the foregoing, the term “Credit Facility” shall include any agreement (1) changing the maturity
of any Indebtedness Incurred thereunder or contemplated thereby, (2) adding Subsidiaries as
additional borrowers or guarantors thereunder, (3) increasing the amount of Indebtedness Incurred
thereunder or available to be borrowed thereunder (provided that such increase is permitted under
the covenant described under Condition 6(a) (Limitation on Indebtedness and Preferred Stock) or
(4) otherwise altering the terms and conditions thereof.

“Currency Agreement” means any foreign exchange forward contract, currency swap agreement,
currency option agreement or other similar agreement or arrangement designed to protect against
fluctuations in foreign exchange rates.

“Debt-to-Asset Ratio” means, with respect to any specified Person as of any date of
determination, the ratio of (1) the Total Indebtedness of such Person to (2) the Total Assets of such
Person.

“Default” means any event that is, or after notice or passage of time or both would be, an Event
of Default.

“Disqualified Stock” means any class or series of Capital Stock of any Person that by its terms or
otherwise is (1) required to be redeemed prior to the date that is 183 days after the Stated Maturity
of the Notes, (2) redeemable at the option of the holder of such class or series of Capital Stock at
any time prior to the date that is 183 days after the Stated Maturity of the Notes or (3) convertible
into or exchangeable for Capital Stock referred to in clause (1) or (2) above or Indebtedness having
a scheduled maturity prior to the Stated Maturity of the Notes; provided that any Capital Stock
that would not constitute Disqualified Stock but for provisions thereof giving holders thereof the
right to require such Person to repurchase or redeem such Capital Stock upon the occurrence of an
“asset sale” or “change of control” occurring prior to the Stated Maturity of the Notes shall not
constitute Disqualified Stock if the “asset sale” or “change of control” provisions applicable to
such Capital Stock are no more favourable to the holders of such Capital Stock than the provisions
contained in Condition 6(i) (Limitation on Asset Sales) and Condition 5(c) (Redemption for Change
of Control) and such Capital Stock specifically provides that such Person will not repurchase or
redeem any such stock pursuant to such provision prior to the Guarantor’s repurchase of the Notes
as are required to be redeemed or repurchased pursuant to Condition 6(i) (Limitation on Asset
Sales) and Condition 5(c) (Redemption for Change of Control).

“Dollar Equivalent” means, in the case of any monetary amount in a currency other than HK
dollars, at any time for the determination thereof, the amount of HK dollars obtained by converting
such foreign currency involved in such computation into HK dollars at the base rate for the
purchase of HK dollars with the applicable foreign currency as quoted by The Hong Kong
Association of Banks on the date of determination.

“Fair Market Value” means the price that would be paid in an arm’s-length transaction between
an informed and willing seller under no compulsion to sell and an informed and willing buyer
under no compulsion to buy, as determined in good faith by the Board of Directors of the
Guarantor, whose determination shall be conclusive if evidenced by a Board Resolution.

“GAAP” means the Hong Kong Financial Reporting Standards as in effect from time to time. All
ratios and computations contained or referred to in this Conditions shall be computed in conformity
with GAAP applied on a consistent basis.

“Hedging Obligations” of any Person means the obligations of such Person pursuant to any
Commodity Hedging Agreement, Interest Rate Agreement, Currency Agreement or agreements
with respect to one or more options or other derivative transactions entered into in connection with
the issuance of convertible Indebtedness.

“HKEX” means The Stock Exchange of Hong Kong Limited;
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“Incur” means, with respect to any Indebtedness or Capital Stock, to incur, create, issue, assume,
guarantee or otherwise become liable for or with respect to, or become responsible for, the payment
of, contingently or otherwise, such Indebtedness or Capital Stock; provided that (1) any
Indebtedness and Capital Stock of a Person existing at the time such Person becomes a Restricted
Subsidiary (or fails to meet the qualifications necessary to remain an Unrestricted Subsidiary) will
be deemed to be Incurred by such Restricted Subsidiary at the time it becomes a Restricted
Subsidiary and (2) the accretion of original issue discount, the accrual of dividends, the payment
of interest in the form of additional Indebtedness and the payment of dividends in the form of
additional shares or Preferred Stock or Disqualified Stock shall not be considered an Incurrence of
Indebtedness. The terms “Incurrence”, “Incurred” and “Incurring” have meanings correlative
with the foregoing.

“Indebtedness” means, with respect to any Person (without duplication):
(@) all indebtedness of such Person for borrowed money;

(b) all obligations of such Person evidenced by bonds, debentures, notes or other similar
instruments;

(©) all obligations of such Person in respect of letters of credit, bankers’ acceptances or other
similar instruments;

(d) all obligations of such Person to pay the deferred and unpaid purchase price of property or
services, except Trade Payables;

(e) all Capitalised Lease Obligations and Attributable Indebtedness;

0] all Indebtedness of other Persons secured by a Lien on any asset of such Person, whether
or not such Indebtedness is assumed by such Person; provided that the amount of such
Indebtedness shall be the lesser of (a) the Fair Market Value of such asset at such date of
determination and (b) the amount of such Indebtedness;

(9) all Indebtedness of other Persons guaranteed by such Person, to the extent such
Indebtedness is guaranteed by such person;

(h) to the extent not otherwise included in this definition, Hedging Obligations; and

Q) all Disqualified Stock issued by such Person valued at the greater of its voluntary or
involuntary liquidation preference and its maximum fixed repurchase price plus accrued
dividends.

Notwithstanding the foregoing, Indebtedness shall not include (i) deferred revenue arising from
provision of goods and services provided during the ordinary course of business; (ii) any capital
commitment, pre- sale receipts, deposits of advances from customers or any contingent obligations
to refund payments (including deposits or advances) to customers (or any guarantee thereof) in the
ordinary course of business, (iii) obligations of the Guarantor, Issuer or a Restricted Subsidiary to
pay the deferred and unpaid purchase price of property or services due to suppliers of equipment
or other assets (including parts thereof) not more than one year after such property is acquired or
such services are completed and the amount of unpaid purchase price retained by the Guarantor or
any Restricted Subsidiary in the ordinary course of business in connection with an acquisition of
equipment or other assets pending full operation or contingent on certain conditions during a
warranty period of such equipment or assets in accordance with the terms of the acquisition;
provided, in the case of clause (ii) or (iii), such is not reflected on the balance sheet for the
Guarantor or any Restricted Subsidiary (contingent obligations and commitments referred to in a
footnote to financial statements and not otherwise reflected as borrowings on the balance sheet
will not be deemed to be reflected on such balance sheet).

The amount of Indebtedness of any Person at any date shall be the outstanding balance at such date
of all unconditional obligations as described above and, with respect to contingent obligations, the
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maximum liability upon the occurrence of the contingency giving rise to the obligation, provided
that:

@) the amount outstanding at any time of any Indebtedness issued with original issue discount
is the face amount of such Indebtedness less the remaining unamortised portion of the
original issue discount of such Indebtedness at such time as determined in conformity with
GAAP,

(b) money borrowed and set aside at the time of the Incurrence of any Indebtedness in order
to prefund the payment of the interest on such Indebtedness shall not be deemed to be
“Indebtedness” so long as such money is held to secure the payment of such interest, and

(c) the amount of Indebtedness with respect to any Hedging Obligation shall be (A) zero if it
could be Incurred pursuant to Condition 6(a)(ii)(E) (Limitation on Indebtedness and
Preferred stock) or (B) be equal to the net amount payable by such Person if it could not
be Incurred pursuant to such Condition.

“Independent Financial Advisor” means a reputable licensed and qualified financial advisor,
investment bank, appraisal firm or accounting firm appointed by the Issuer or Guarantor and
notified in writing to the Agents, provided that such advisor or firm is not an Affiliate of the
Guarantor.

“Interest Rate Agreement” means any interest rate protection agreement, interest rate future
agreement, interest rate option agreement, interest rate swap agreement, interest rate cap
agreement, interest rate collar agreement, interest rate hedge agreement, option or future contract
or other similar agreement or arrangement designed to protect against fluctuations in interest rates,
convert a fixed rate of interest into a floating rate of interest, convert a floating rate of interest into
a different floating rate of interest, or lower interest currently paid on Indebtedness of any Person.

“Investment” means:
@) any direct or indirect advance, loan or other extension of credit to another Person;

(b) any capital contribution to another Person (by means of any transfer of cash or other
property to others or any payment for property or services for the account or use of others);

(c) any purchase or acquisition of Capital Stock, Indebtedness, bonds, notes, debentures or
other similar instruments or securities issued by another Person; or

(d) any guarantee of any obligation of another Person to the extent such obligation is
outstanding and to the extent guaranteed by such Person. “Invest”, “Investing” and
“Invested” shall have corresponding meanings.

For the purposes of the provisions of Condition 6(b) (Limitation on Restricted Payments) and
Condition 6(1) (Designation of Restricted and Unrestricted Subsidiaries): (a) the Guarantor will
be deemed to have made an Investment in an Unrestricted Subsidiary in an amount equal to the
Guarantor’s proportional interest in the Fair Market Value of the assets (net of liabilities owed to
any Person other than the Guarantor or a Restricted Subsidiary and that are not guaranteed by the
Guarantor or a Restricted Subsidiary) of a Restricted Subsidiary that is designated an Unrestricted
Subsidiary at the time of such designation, (b) if the Guarantor or any Restricted Subsidiary sells
or otherwise disposes of any Capital Stock of any direct or indirect Restricted Subsidiary of the
Guarantor such that, after giving effect to any such sale or disposition, such Person is no longer a
Restricted Subsidiarity the Guarantor will be deemed to have made an Investment on the date of
any such sale or disposition equal to the Fair Market Value of the Capital Stock of such Person not
sold or disposed of and (c) any property transferred to or from any Person shall be valued at its
Fair Market Value at the time of such transfer, as determined in good faith by the Board of
Directors.

“Les Ambassadeurs Club Acquisition” means the conditional acquisition by a subsidiary of the
Guarantor of the entire issued share capital in Les Ambassadeurs Club Limited, a private company
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incorporated in England and Wales with limited liability (formerly known as Drivemade Limited),
along with the related ancillary transactions to such acquisition.

“Lien” means any mortgage, pledge, security interest, encumbrance, lien or charge of any kind
(including, without limitation, any conditional sale or other title retention agreement or lease in the
nature thereof or any agreement to create any mortgage, pledge, security interest, lien, charge,
easement or encumbrance of any kind).

“Net Cash Proceeds” means:

@) with respect to any Asset Sale, the proceeds of such Asset Sale in the form of cash or
Temporary Cash Investments, including payments in respect of deferred payment
obligations (to the extent corresponding to the principal, but not interest, component
thereof) when received in the form of cash or Temporary Cash Investments and proceeds
from the conversion of other property received when converted to cash or Temporary Cash
Investments, net of:

(b) brokerage commissions and other fees and expenses (including fees and expenses of
counsel and investment bankers) related to such Asset Sale;

(c) provisions for all taxes (whether or not such taxes will actually be paid or are payable) as
a result of such Asset Sale without regard to the consolidated results of operations of the
Guarantor and its Restricted Subsidiaries, taken as a whole;

(d) payments made to repay Indebtedness or any other obligation outstanding at the time of
such Asset Sale that either (x) is secured by a Lien on the property or assets sold or (y) is
required to be paid as a result of such sale; and

(e) appropriate amounts to be provided by the Guarantor or any Restricted Subsidiary as a
reserve against any liabilities associated with such Asset Sale, including, without
limitation, pension and other post-employment benefit liabilities, liabilities related to
environmental matters and liabilities under any indemnification obligations associated
with such Asset Sale, all as determined in conformity with GAAP; and

0] with respect to any issuance or sale of Capital Stock, the proceeds of such issuance or sale
in the form of cash or Temporary Cash Investments, including payments in respect of
deferred payment obligations (to the extent corresponding to the principal, but not interest,
component thereof) when received in the form of cash or Temporary Cash Investments
and proceeds from the conversion of other property received when converted to cash or
Temporary Cash Investments, net of attorneys’ fees, accountants’ fees, underwriters’ or
placement agents’ fees, discounts or commissions and brokerage, consultant and other fees
incurred in connection with such issuance or sale and net of taxes paid or payable as a
result thereof.

“Officers’ Certificate” means a certificate signed by an executive officer of the Issuer or the
Guarantor (as applicable);

“Opinion of Counsel” means a written opinion from legal counsel of recognised standing that
meets the requirements of the Conditions.

“Permitted Business” means any business conducted or proposed to be conducted (as disclosed
in the Guarantor’s publicly available filings on HKEX prior to the Issue Date including, but
without limitation, any related casino operations as referenced in the announcement made by the
Guarantor on 24 July 2019) by the Guarantor and its Restricted Subsidiaries on the Issue Date and
other businesses reasonably related or ancillary thereto.

“Permitted Investment” means:

@) any Investment in the Guarantor or a Restricted Subsidiary that is primarily engaged in a
Permitted Business or a Person which will, upon the making of such Investment, become
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a Restricted Subsidiary that is primarily engaged in a Permitted Business or be merged or
consolidated with or into or transfer or convey all or substantially all its assets to the
Guarantor or a Restricted Subsidiary that is primarily engaged in a Permitted Business;

Temporary Cash Investments;

payroll, travel and similar advances to cover matters that are expected at the time of such
advances ultimately to be treated as expenses in accordance with GAAP;

stock, obligations or securities received in satisfaction of judgments;

an Investment in an Unrestricted Subsidiary consisting solely of an Investment in another
Unrestricted Subsidiary;

any Investment pursuant to a Hedging Obligation entered into in the ordinary course of
business (and not for speculation) and designed solely to protect the Guarantor or any
Restricted Subsidiary against fluctuations in commaodity prices, interest rates or foreign
currency exchange rates;

receivables owing to the Guarantor or any Restricted Subsidiary, if created or acquired in
the ordinary course of business and payable or dischargeable in accordance with
customary trade terms;

any securities or other Investments received as consideration in, or retained in connection
with, sales or other dispositions of property or assets, including Asset Dispositions made
in compliance with Condition 6(i) (Limitation on Asset Sales);

pledges or deposits (x) with respect to leases or utilities provided to third parties in the
ordinary course of business or (y) otherwise described in the definition of Permitted Liens
or made in connection with Liens permitted under Condition 6(g) (Limitation on Liens);

repurchase of the Notes and the Guarantee;

Investments in securities of trade creditors, trade debtors or customers received pursuant
to any plan of reorganization or similar arrangement upon the bankruptcy or insolvency of
such trade creditor, trade debtor or customer;

Advances to contractors or suppliers for the acquisition of assets or consumables or
services in the ordinary course of business that are recorded as deposits or prepaid
expenses on the Guarantor’s consolidated balance sheets;

Investments consisting of prepayments for inventory, supplies, materials and equipment
or prepayment under licenses or leases of intellectual property or services, in any case, in
the ordinary course of business;

Investments consisting of licensing of intellectual property in the ordinary course of
business;

deposits made by the Guarantor or any of its Restricted Subsidiaries in the ordinary course
of business in order to comply with statutory or regulatory obligations to maintain deposits
for the workers’ compensation claims, unemployment insurance or other types of social
security and other purposes specified by statute or regulations from time to time.

advances or deposits made by the Guarantor or any of its Restricted Subsidiaries to
contractors and suppliers for the acquisition or construction of assets or acquisition of
consumables or services in the ordinary course of business;

any Investment (including any deemed Investment upon the redesignation of a Restricted
Subsidiary as an Unrestricted Subsidiary or upon the sale of Capital Stock of a Restricted
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Subsidiary) by the Guarantor or any Restricted Subsidiary in any Person (other than a
Restricted Subsidiary); provided that:

(i)

(ii)

(iii)

(iv)

the aggregate of all Investments made under this clause since the Issue Date shall
not exceed in aggregate an amount equal to 15.0 per cent. of Total Assets. Such
aggregate amount of Investments shall be calculated after deducting an amount
equal to the net reduction in all Investments made under this clause since the Issue
Date resulting from:

(A) payments of interest on Indebtedness, dividends or repayments of loans
or advances made under this clause, in each case to the Guarantor or any
Restricted Subsidiary (except, in each case, to the extent any such
payment or proceeds are included in the calculation of Consolidated Net
Income),

(B) the unconditional release of a guarantee provided by the Guarantor or a
Restricted Subsidiary after the Issue Date under this clause of an
obligation of any such Person,

(© to the extent that an Investment made after the Issue Date under this clause
is sold or otherwise liquidated or repaid for cash, the lesser of (x) cash
return of capital with respect to such Investment (less the cost of
disposition, if any) and the initial amount of such Investment, not to
exceed, in each case, the amount of Investments made by the Guarantor
or a Restricted Subsidiary after the Issue Date in any such Person pursuant
to this clause, or

(D) to the extent that an Investment is made after the Issue Date under this
clause in a Person that is not a Restricted Subsidiary and such Person
subsequently becomes a Restricted Subsidiary or is subsequently
designated a Restricted Subsidiary, such Investment, if applicable, shall
thereafter be deemed to have been made pursuant to clause (I) of the
definition of “Permitted Investments” and not this clause;

the Person into which such Investment is made is primarily engaged in a Permitted
Business;

if a shareholder or partner (other than the Guarantor or a Restricted Subsidiary) in
such Person in which such Investment was made pursuant to this clause is a Person
described in clauses (a) or (b) of the first paragraph of Condition 6(f) (Limitation
on transaction with shareholders and Affiliates) (other than solely as a result of
acting as an officer or director of the Guarantor or a Restricted Subsidiary or an
Unrestricted Subsidiary), such Investment complies with Condition 6(f)(i); and

no Default has occurred and is continuing or would occur as a result of such
Investment;

For the avoidance of doubt, the value of each Investment made pursuant to this clause shall
be valued at the time such Investment is made; and Investments made by the Guarantor or
any Restricted Subsidiaries in the ordinary course of the Guarantor’s or such Restricted
Subsidiaries’ financial, money-lending, trust, insurance and securities business; provided
that such investment is made in accordance with the business license of the Guarantor or
such Restricted Subsidiaries and is in compliance with the rules and regulations issued by
the Securities and Futures Commission of Hong Kong and all other applicable laws and
regulatory requirements.
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Liens for taxes, assessments, governmental charges or claims that are being contested in
good faith by appropriate legal or administrative proceedings promptly instituted and
diligently conducted and for which a reserve or other appropriate provision, if any, as shall
be required in conformity with GAAP shall have been made;

statutory and common law Liens of landlords and carriers, warehousemen, mechanics,
suppliers, repairmen or other similar Liens arising in the ordinary course of business and
with respect to amounts not yet delinquent or being contested in good faith by appropriate
legal or administrative proceedings promptly instituted and diligently conducted and for
which a reserve or other appropriate provision, if any, as shall be required in conformity
with GAAP shall have been made;

Liens incurred or deposits made to secure the performance of tenders, bids, leases,
statutory or regulatory obligations, bankers’ acceptances, surety and appeal bonds,
government contracts, performance and return-of-money bonds and other obligations of a
similar nature incurred in the ordinary course of business (exclusive of obligations for the
payment of borrowed money);

Liens encumbering property or assets under construction arising from progress or partial
payments by a customer of the Guarantor or its Restricted Subsidiaries relating to such
property or assets;

leases or subleases granted to others that do not materially interfere with the ordinary
course of business of the Guarantor and its Restricted Subsidiaries, taken as a whole;

Liens on property of, or on shares of Capital Stock or Indebtedness of, any Person existing
at the time such Person (i) becomes a Restricted Subsidiary or (ii) is merged with or into
or consolidated with the Guarantor or any Restricted Subsidiary; provided that such Liens
do not extend to or cover any property or assets of the Guarantor or any Restricted
Subsidiary other than those of the Person that becomes a Restricted Subsidiary or is
merged with or into or consolidated with the Guarantor or a Restricted Subsidiary;
provided further that such Liens were not created in contemplation of or in connection
with the transactions or series of transactions pursuant to which such Person became a
Restricted Subsidiary;

Liens in favour of the Guarantor or any Restricted Subsidiary;

Liens arising from the attachment or rendering of a final judgment or order against the
Guarantor or any Restricted Subsidiary that does not give rise to an Event of Default;

Liens securing reimbursement obligations with respect to letters of credit that encumber
documents and other property relating to such letters of credit and the products and
proceeds thereof or liens in favour of any bank having a right of setoff, revocation, refund
or chargeback with respect to money or instruments of the Guarantor or any Restricted
Subsidiary on deposit with or in possession of such bank incurred in the ordinary course
of business which do not provide security for borrowed money;

Liens securing Indebtedness under Hedging Obligations permitted to be incurred under
Condition 6(a)(ii)(E); provided that (i) Indebtedness relating to any such Hedging
Obligation is, and is permitted under Condition 6(g) (Limitation on Liens);

Liens existing on the Issue Date;

(Liens securing Indebtedness which is Incurred to refinance secured Indebtedness which
is permitted to be Incurred under Condition 6(a)(ii)(D) hereof; provided that such Liens
do not extend to or cover any property or assets of the Guarantor or any Restricted
Subsidiary other than the property or assets securing the Indebtedness being refinanced,;
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any interest or title of a lessor in the property subject to any operating lease;

Liens securing Indebtedness permitted under Condition 6(a)(ii)(M) hereof; provided that
(i) such Liens extend to or cover only the equipment, property or asset whose purchase, or
the personal property whose development, construction or improvement, is to be financed
with such Indebtedness, as the case may be, and (ii) such Liens are created no later than
180 days after the acquisition of such equipment, property or asset or the completion of
development, construction or improvement of such personal property, as the case may be;
provided that, in the case of clause (i), such Lien may cover other property or assets
(instead of or in addition to such item of property and improvements) if (x) such Lien is
incurred in the ordinary course of business and (y) the aggregate book value of property
or assets (as reflected in the most recent available consolidated financial statements of the
Guarantor (which may be internal consolidated financial statements) or, if any such
property or assets have been acquired since the date of such financial statements, the cost
of such property or assets) subject to Liens incurred pursuant to this clause (n) does not
exceed 130% of the aggregate principal amount of Indebtedness secured by such Liens;

Easements, rights-of-way, municipal and zoning ordinances or other restrictions as to the
use of properties in favour of governmental agencies or utility companies that do not
materially adversely affect the value of such properties or materially impair the use for the
purposes of which such properties are held by the Guarantor or any Restricted Subsidiary;

Liens on deposits made in order to comply with statutory obligations to maintain deposits
for workers’ compensation claims and other purposes specified by statute in the ordinary
course of business and not securing Indebtedness of the Guarantor or any Restricted
Subsidiary;

Security given in the ordinary course of business (and not in connection with the
borrowing of money or the obtaining of credit) to a public utility or any municipality or
governmental or other public authority when required by such utility or municipality or
governmental or other authority in connection with the operation of the Guarantor and its
Restricted Subsidiaries;

Liens on deposits made in order to secure the performance of the Guarantor or any of its
Restricted Subsidiaries in connection with the acquisition of real property or land use
rights by the Guarantor or any of its Restricted Subsidiaries in the ordinary course of
business and not securing Indebtedness of the Guarantor or any Restricted Subsidiary;

Liens securing Indebtedness Incurred under Condition 6(a)(ii)(K) (Limitation on
Indebtedness and Preferred Stock);

Liens securing Indebtedness Incurred under Condition 6(a)(ii)(O) (Limitation on
Indebtedness and Preferred Stock);

Liens placed on the Capital Stock of any non-Wholly Owned Subsidiary or joint venture
in the form of a transfer restriction, purchase option, call or similar right of a third part
joint venture partner;

Liens securing Indebtedness of Restricted Subsidiaries (other than the Issuer) permitted
under Condition 6(a) (Limitation on Indebtedness and Preferred Stock); provided that such
Liens may not extend to any property or assets of the Guarantor or the Issuer other than
the Capital Stock of such Restricted Subsidiaries;

Liens provided that the maximum amount of Indebtedness secured in the aggregate at any
time pursuant to this clause does not exceed HK$80,000,000 (or the Dollar Equivalent
thereof); and

Liens securing Indebtedness Incurred under Condition 6(a)(ii)(Q) (Limitation on
Indebtedness and Preferred Stock).
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“Permitted Subsidiary Indebtedness” means Indebtedness of the Restricted Subsidiaries other
than the Issuer; provided that, on the date of Incurrence of such Indebtedness, and after giving
effect thereto and the application of the proceeds thereof, the aggregate principal amount
outstanding of all such Indebtedness (excluding any Indebtedness of any Restricted Subsidiary
other than the Issuer permitted under Conditions 6(a)(ii)(C), 6(a)(ii)(E) or 6(a)(ii)(J) does not
exceed an amount equal to 15.0% of Total Assets (or the Dollar Equivalent thereof).

“Person” means any individual, company, corporation, firm, partnership, joint venture,
association, organisation, state or agency of a state or other entity, whether or not having separate
legal personality;

“Preferred Stock” as applied to the Capital Stock of any Person means Capital Stock of any class
or classes that by its term is preferred as to the payment of dividends, or as to the distribution of
assets upon any voluntary or involuntary liquidation or dissolution of such Person, over shares of
Capital Stock of any other class of such Person.

“Public Indebtedness” means any bonds, debentures, notes or similar debt securities issued in a
public offering or a private placement (other than the Notes) to professional investors.

“Replacement Assets” means, on any date, property or assets (other than current assets) of a nature
or type or that are used in a Permitted Business, and for the purposes of Condition 6(i)(iii), shall
include Capital Stock of any Person holding such property or assets, which is primarily engaged
in a Permitted Business and will upon the acquisition by the Guarantor or any Restricted Subsidiary
of such Capital Stock, become a Restricted Subsidiary.

“Restricted Subsidiary” means any Subsidiary of the Guarantor other than an Unrestricted
Subsidiary. For the avoidance of doubt, the Issuer is a Restricted Subsidiary. On the Issue Date,
all of the Subsidiaries of the Guarantor are Restricted Subsidiaries.

“Sale and Leaseback Transaction” means any direct or indirect arrangement relating to property
(whether real, personal or mixed), now owned or hereafter acquired whereby the Guarantor, Issuer
or any Restricted Subsidiary transfers such property to another Person and the Guarantor, issuer or
any Restricted Subsidiary leases it from such Person.

“Senior Indebtedness” of the Guarantor or any Restricted Subsidiary, as the case may be, means
all Indebtedness of the Guarantor or such Restricted Subsidiary, as relevant, whether outstanding
on the Issue Date or thereafter created, except for Indebtedness which, in the instrument creating
or evidencing the same, is expressly stated to be subordinated in right of payment to the Notes or,
in respect of the Guarantor, the Guarantee; provided that Senior Indebtedness does not include (1)
any obligation to the Guarantor or any Restricted Subsidiary or (2) Indebtedness Incurred in
violation of these Conditions.

“Stated Maturity” means, (1) with respect to any Indebtedness, the date specified in such debt
security as the fixed date on which the final installment of principal of such Indebtedness is due
and payable as set forth in the documentation governing such Indebtedness and (2) with respect to
any scheduled installment of principal of or interest on any Indebtedness, the date specified as the
fixed date on which such installment is due and payable as set forth in the documentation governing
such Indebtedness.

“Subordinated Indebtedness” means any Indebtedness of the Guarantor which is contractually
subordinated or junior in right of payment to the Notes pursuant to a written agreement to such
effect.

“Subsidiary” means, in relation to any Person (the “first Person”) at any particular time, any
other Person (the “second Person”):

@) whose affairs and policies the first Person controls or has the power to control, whether by
ownership of share capital, contract, the power to appoint or remove members of the
governing body of the second Person or otherwise; or
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(b)

whose financial statements are, in accordance with applicable law and generally accepted
accounting principles, consolidated with those of the first Person.

“Temporary Cash Investment” means any of the following:

(a)

(b)

(©)

(d)

(e)

()

(9)

(h)
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direct obligations of the United States of America, any state of the European Economic
Area, the People’s Republic of China and Hong Kong or any agency thereof or obligations
fully and unconditionally guaranteed by the United States of America, any state of the
European Economic Area, the People’s Republic of China and Hong Kong or any agency
thereof, in each case maturing within one year;

time deposit accounts, certificates of deposit and money market deposits maturing within
180 days of the date of acquisition thereof issued by a bank or trust company which is
organised under the laws of the United States of America or any state thereof, any state of
the European Economic Area, the United Kingdom, Canada, Korea or Hong Kong, and
which bank or trust company has capital, surplus and undivided profits aggregating in
excess of HK$800,000,000(or the Dollar Equivalent thereof) and has outstanding debt
which is rated “A” (or such similar equivalent rating) or higher by at least one nationally
recognised statistical rating organisation (as defined in Rule 436 under the Securities Act)
or any money market fund sponsored by a registered broker dealer or mutual fund
distributor;

repurchase obligations with a term of not more than 30 days for underlying securities of
the types described in clause (a) above entered into with a bank or trust company meeting
the qualifications described in clause (b) above;

commercial paper, maturing not more than 180 days after the date of acquisition thereof,
issued by a corporation (other than an Affiliate of the Guarantor) organised and in
existence under the laws of the United States of America, any state thereof or any foreign
country recognised by the United States of America with a rating at the time as of which
any investment therein is made of “P-1" (or higher) according to Moody’s or “A-1" (or
higher) according to S&P;

securities, maturing within one year of the date of acquisition thereof, issued or fully and
unconditionally guaranteed by any state, commonwealth or territory of the United States
of America, or by any political subdivision or taxing authority thereof or Hong Kong and
rated at least “A” by S&P or Moody’s;

any money market fund that has at least 95% of its assets continuously invested in
investments of the types described in clauses 0 through (e) above;

time deposit accounts, certificates of deposit and money market deposits with any bank or
financial institution organised under the laws of the Hong Kong, the United Kingdom or
any other regions where the Guarantor or any Restricted Subsidiary conducts Permitted
Business;

demand or time deposit accounts, certificates of deposit, overnight or call deposits and
money market deposits with (i) The Bank of East Asia Limited, China Construction Bank
Corporation, Chong Hing Bank Limited, DBS Bank Limited, Hang Seng Bank Limited,
The Hongkong and Shanghai Banking Corporation Limited and Julius Baer AG and any
escrow bank account established as required by the terms of the Les Ambassadeurs Club
Acquisition (ii) any other bank, trust company or other financial institutions organized
under the laws of Hong Kong, the People’s Republic of China, the United Kingdom or
United States whose long term debt is rated as high as or higher than any of those banks
listed in clause (i) or (iii) any other bank, trust company or other financial institution
organized under the laws of Hong Kong, the People’s Republic of China, the United
Kingdom or United States; provided that, in the case of clause (iii) of this paragraph, such
deposits do not exceed HK$80,000,000 (or the Dollar Equivalent thereof) with any single
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bank or HK$120,000,000 (or the Dollar Equivalent thereof) in the aggregate on any date
of determination;

() structured deposit products with any bank or trust company organised under the laws of
Hong Kong, the United Kingdom or United States or any other regions where the
Guarantor or any Restricted Subsidiary conducts Permitted Business that (a) are 100%
principal protected if held to maturity (which shall not be more than one year) and (b) can
be withdrawn at any time with no more than six months’ notice; and

() investment products that are principal protected with any bank or financial institution
organized under the laws of Hong Kong or the United Kingdom if held to maturity (which
shall not be more than one year) and can be withdrawn at any time with no more than six
months’ notice.

“Total Assets” means, as of any date, the total consolidated assets of the Guarantor and its
Restricted Subsidiaries measured in accordance with GAAP as of the last day of the most recent
fiscal quarter for which consolidated financial statements of the Guarantor (which the Guarantor
shall use its best efforts to compile on a timely manner) are available (which may be internal
consolidated financial statements); provided that;

€)) only with respect to Condition 6(a)(ii)(M), Total Assets shall be calculated after giving
pro forma effect to include the cumulative value of all equipment, property or assets
(including Capital Stock), the acquisition, development, construction or improvement of
which requires or required the Incurrence of Indebtedness and calculation of Total Assets
thereunder, in each case as of such date, as measured by the purchase price or cost therefore
or budgeted cost provided in good faith by the Guarantor or any of its Restricted
Subsidiaries to the bank or other similar financial instructional lender providing such
Indebtedness;

(b) only with respect to Condition 6(a)(ii)(O), Total Assets shall be calculated after giving pro
forma effect to include the consolidated assets of any Restricted Subsidiary on the date
such Restricted Subsidiary becomes a Restricted Subsidiary and any other change to the
consolidated assets of the Guarantor as a result of such Person becoming a Restricted
Subsidiary measured in accordance with GAAP; and

(c) only with respect to clause (q) of the definition of “Permitted Investment,” Total Assets
shall be calculated after giving pro forma effect to include the cumulative value of all of
the Investments made pursuant to such clause as of such date, as measured by the purchase
price or cost therefor.

“Total Indebtedness” means, for any Person as of any date of determination, an amount equal to
the aggregate principal amount (or accreted value, as applicable) (without duplication) of all
Indebtedness of such Person and its Restricted Subsidiaries on a consolidated basis outstanding at
such time with all Hedging Obligations valued at the net amount that the same are reflected as a
liability upon the most recent balance sheet (Indebtedness referred to in a footnote to financial
statements and not otherwise reflected as a liability on the balance sheet will not be deemed to be
reflected on such balance sheet) of the specified Person prepared in accordance with GAAP plus
all Disqualified Stock issued by such Person and its Restricted Subsidiaries (to the extent not held
by such Person or a Restricted Subsidiary) valued at the greater of its voluntary or involuntary
liquidation preference and its maximum fixed repurchase price plus accrued dividends; plus any
Preferred Stock issued by the Restricted Subsidiaries of such Person (other than the Issuer) (to the
extent not held by such Person or a Restricted Subsidiary) valued at the greater of its voluntary or
involuntary liquidation preference and its maximum fixed repurchase price plus accrued dividends.

“Trade Payables” means, with respect to any Person, any accounts payable or any other
indebtedness or monetary obligation to trade creditors created, assumed or guaranteed by such
Person or any of its Subsidiaries arising in the ordinary course of business in connection with the
acquisition of goods or services and payables within 180 Business Days.
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“Unrestricted Subsidiary” means (1) any Subsidiary of the Guarantor that at the time of
determination shall be designated an Unrestricted Subsidiary by the Board of Directors in the
manner provided herein and (2) any Subsidiary of an Unrestricted Subsidiary.

“Wholly-Owned” means, with respect to any Subsidiary of any Person, the ownership of all of
the outstanding Capital Stock of such Subsidiary (other than any director’s qualifying shares or
Investments by foreign nationals mandated by applicable law) by such Person or one or more
Wholly-Owned Subsidiaries of such Person.

Taxation

All payments of principal and interest in respect of the Notes by or on behalf of the Issuer or the
Guarantor shall be made free and clear of, and without withholding or deduction for or on account
of, any present or future taxes, duties, assessments or governmental charges of whatever nature
imposed, levied, collected, withheld or assessed by or on behalf of the British Virgin Islands,
Bermuda or Hong Kong or any political subdivision thereof or any authority therein or thereof
having power to tax, unless the withholding or deduction of such taxes, duties, assessments or
governmental charges is required by law. In that event the Issuer or (as the case may be) the
Guarantor shall pay such additional amounts as will result in receipt by the Noteholders of such
amounts after such withholding or deduction as would have been received by them had no such
withholding or deduction been required, except that no such additional amounts shall be payable
in respect of any Note:

@ Other connection: held by a Holder which is liable to such taxes, duties, assessments or
governmental charges in respect of such Note or, as the case may be, payments made by
the Guarantor by reason of its having some connection with the jurisdiction by which such
taxes, duties, assessments or charges have been imposed, levied, collected, withheld or
assessed other than the mere holding of the Note; or

(b) Presentation more than 30 days after the Relevant Date: where (in the case of a payment
of principal or interest on redemption) the relevant Note Certificate is surrendered for
payment more than 30 days after the Relevant Date except to the extent that the relevant
Holder would have been entitled to such additional amounts if it had surrendered the
relevant Note Certificate on the last day of such period of 30 days.

In these Conditions, “Relevant Date” means whichever is the later of (1) the date on which the
payment in question first becomes due and (2) if the full amount payable has not been received in
Hong Kong by the Fiscal Agent on or prior to such due date, the date on which (the full amount
having been so received) notice to that effect has been given to the Noteholders.

Any reference in these Conditions to principal or interest shall be deemed to include any additional
amounts in respect of principal or interest (as the case may be) which may be payable under this
Condition 7 (Taxation).

If the Issuer or the Guarantor becomes subject at any time to any taxing jurisdiction other than the
British Virgin Islands, Bermuda and/or Hong Kong, references in these Conditions to the British
Virgin Islands, Bermuda and/or Hong Kong shall be construed as references to the British Virgin
Islands, Bermuda and/or (as the case may be) Hong Kong and/or such other jurisdiction.

None of the Agents shall be responsible for paying any tax, duty, charges, withholding or other
payment referred to in this Condition 7 or for determining whether such amounts are payable or
the amount thereof, and none of them shall be responsible or liable for any failure by the Issuer,
the Guarantor, any Noteholder or any third party to pay such tax, duty, charges, withholding or
other payment in any jurisdiction or to provide any notice or information to any Agent that would
permit, enable or facilitate the payment of any principal, premium (if any), interest or other amount
under or in respect of the Notes without deduction or withholding for or on account of any tax,
duty, charge, withholding or other payment imposed by or in any jurisdiction.
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Events of Default

If any of the following events occurs:

(a)

(b)

(©)

(d)

(€)

(f)

(9)
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Non-payment: the Issuer fails to pay any amount of principal in respect of the Notes on the
due date for payment thereof or fails to pay any amount of interest in respect of the Notes
within seven days of the due date for payment thereof; or

Breach of other obligations: the Issuer or the Guarantor defaults in the performance or
observance of any of its other obligations under or in respect of the Notes, the Deed of
Covenant or the Guarantee of the Notes and such default remains unremedied for 30 days
after written notice thereof, addressed to the Issuer and the Guarantor by any Noteholder,
has been delivered to the Issuer and the Guarantor; or

Cross-acceleration of Issuer, Guarantor or Subsidiary:

(M any Indebtedness of the Issuer, the Guarantor or any of their respective
Subsidiaries is not paid when due or (as the case may be) within any originally
applicable grace period,;

(i) any such Indebtedness becomes due and payable prior to its Stated Maturity
otherwise than at the option of the Issuer, the Guarantor or (as the case may be)
the relevant Subsidiary or (provided that no event of default, howsoever described,
has occurred) any person entitled to such Indebtedness; or

(iii)  the Issuer, the Guarantor or any of their respective Subsidiaries fails to pay when
due any amount payable by it under any Guarantee of any Indebtedness;

provided that the amount of Indebtedness referred to in sub-paragraph (i) and/or sub-
paragraph (ii) above and/or the amount payable under any Guarantee referred to in sub-
paragraph (iii) above, individually or in the aggregate, exceeds HK$50,000,000 (or Dollar
Equivalents thereof); or

Unsatisfied judgment: one or more judgment(s) or order(s) for the payment of any amount
is rendered against the Issuer, the Guarantor or any Material Subsidiary and continue(s)
unsatisfied and unstayed for a period of 30 days after the date(s) thereof or, if later, the
date therein specified for payment; or

Security enforced: a secured party takes possession, or a receiver, manager or other similar
officer is appointed, of the whole or substantially all of the undertaking, assets and
revenues of the Issuer, the Guarantor or any Material Subsidiary; or

Insolvency, etc.: (i) the Issuer, the Guarantor or any Material Subsidiary becomes insolvent
or is unable to pay its debts as they fall due, (ii) an administrator or liquidator of the Issuer,
the Guarantor or any Material Subsidiary or the whole or any part of the undertaking,
assets and revenues of the Issuer, the Guarantor or any Material Subsidiary is appointed
(or application for any such appointment is made), (iii) the Issuer, the Guarantor or any
Material Subsidiary takes any action for a readjustment or deferment of any of its
obligations or makes a general assignment or an arrangement or composition with or for
the benefit of its creditors or declares a moratorium in respect of any of its Indebtedness
or any Guarantee of any Indebtedness given by it or (iv) the Issuer, the Guarantor or any
Material Subsidiary ceases or threatens to cease to carry on all or materially all of its
business; or

Winding up, etc.: an order is made or an effective resolution is passed for the winding up,
liquidation or dissolution of the Issuer, the Guarantor or any Material Subsidiary
(otherwise than, in the case of a Material Subsidiary only, for the purposes of or pursuant
to amalgamation, reorganisation or restructuring whilst solvent); or
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(h) Government intervention: (i) all or any substantial part of the undertaking, assets and
revenues of the Issuer, the Guarantor or any of their respective Subsidiaries is condemned,
seized or otherwise appropriated by any person acting under the authority of any national,
regional or local government or (ii) the Issuer, the Guarantor or any of their respective
Subsidiaries is prevented by any such person from exercising normal control over all or
any substantial part of its undertaking, assets and revenues; or

Q) Failure to take action etc: any action, condition or thing at any time required to be taken,
fulfilled or done in order (i) to enable the Issuer and the Guarantor lawfully to enter into,
exercise their respective rights and perform and comply with their respective obligations
under and in respect of the Notes, the Deed of Covenant and the Deed of Guarantee, (ii)
to ensure that those obligations are legal, valid, binding and enforceable and (iii) to make
the Note Certificates, the Deed of Covenant or the Deed of Guarantee admissible in
evidence in the courts of the British Virgin Islands and Bermuda is not taken, fulfilled or
done; or

() Unlawfulness: it is or will become unlawful for the Issuer or the Guarantor to perform or
comply with any of its obligations under or in respect of the Notes, the Deed of Covenant
or the Deed of Guarantee; or

(k) Guarantee not in force: the Guarantee of the Notes is not (or is claimed by the Guarantor
not to be) in full force and effect; or

() Analogous event: any event occurs which under the laws of any relevant jurisdiction has
an analogous effect to any of the events referred to in paragraphs (d) (Unsatisfied
judgment) to (h) (Government intervention) above,

then Noteholders holding not less than 25 per cent. of the aggregate principal amount of the
outstanding Notes may, by written notice addressed to the Issuer and the Guarantor and delivered
to the Issuer and the Guarantor, declare the Notes to be immediately due and payable, whereupon
they shall become immediately due and payable at their principal amount together with accrued
interest without further action or formality. Notice of any such declaration shall promptly be given
by the Issuer to all other Noteholders.

The Agents need not do anything to ascertain whether any Event of Default has occurred and will
not be responsible to Noteholders or any other person for any loss arising from any failure by it to
do so, and, unless and until an Agent otherwise has notice in writing to the contrary, that Agent
may assume that (i) no such event has occurred and (ii) that the Issuer and the Guarantor are
performing all of their respective obligations under the Agency Agreement and the Conditions.

For the purpose of this Condition 8 (Events of Default), “Material Subsidiary” shall mean any
Subsidiary of the Guarantor:

@ whose profit (consolidated in the case of a Subsidiary which itself has consolidated
Subsidiaries), whose gross revenue (consolidated in the case of a Subsidiary which itself
has consolidated Subsidiaries) or whose gross assets (consolidated in the case of a
Subsidiary which itself has consolidated Subsidiaries) represent not less than 5.0 per cent.
of the consolidated profit, consolidated gross revenue, or, as the case may be, the
consolidated gross assets of the Guarantor and its Subsidiaries taken as a whole, all as
calculated respectively by reference to the latest audited or reviewed financial statements
(consolidated or, as the case may be, unconsolidated) of the Subsidiary and the then latest
audited or reviewed consolidated financial statements of the Guarantor; provided that:

(i in the case of a Subsidiary acquired after the end of the financial period to which
the then latest audited or reviewed consolidated financial statements of the
Guarantor relate for the purpose of applying each of the foregoing tests, the
reference to the Guarantor’s latest audited or reviewed consolidated financial
statements shall be deemed to be a reference to such audited or reviewed financial
statements as if such Subsidiary had been shown therein by reference to its then
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10.

11.

ASIA 33607383

latest relevant audited or reviewed financial statements, adjusted as deemed
appropriate by the auditor for the time being, after consultation with the
Guarantor;

(i) if at any relevant time in relation to the Guarantor or any Subsidiary no financial
statements are prepared and audited, its gross revenue and gross assets
(consolidated, if applicable) shall be determined on the basis of pro forma
consolidated financial statements (consolidated, if applicable) prepared for this
purpose; and

(iii) if the financial statements of any Subsidiary (not being a Subsidiary referred to in
proviso (i) above) are not consolidated with those of the Guarantor, then the
determination of whether or not such Subsidiary is a Material Subsidiary shall be
based on a pro forma consolidation of its financial statements (consolidated, if
appropriate) with the consolidated financial statements (determined on the basis
of the foregoing) of the Guarantor; or

(b) to which is transferred all or substantially all of the business, undertaking and assets of
another Subsidiary which immediately prior to such transfer is a Material Subsidiary,
whereupon (a) in the case of a transfer by a Material Subsidiary, the transferor Material
Subsidiary shall immediately cease to be a Material Subsidiary and (b) the transferee
Subsidiary shall immediately become a Material Subsidiary, provided that on or after the
date on which the relevant financial statements for the financial period current at the date
of such transfer are published, whether such transferor Subsidiary or such transferee
Subsidiary is or is not a Material Subsidiary shall be determined pursuant to the provisions
of sub-paragraph (a) above.

A report by an authorised signatory of the Guarantor that in their opinion (making such adjustments
(if any) as they shall deem appropriate) a Subsidiary is or is not or was or was not at any particular
time or during any particular period a Material Subsidiary shall, in the absence of manifest error,
be conclusive and binding on the Issuer, the Guarantor and the Noteholders.

Prescription

Claims for principal and interest on redemption shall become void unless the relevant Note
Certificates are surrendered for payment within ten years of the appropriate Relevant Date. The
Agents shall not be responsible or liable for any amounts so prescribed.

Replacement of Note Certificates

If any Note Certificate is lost, stolen, mutilated, defaced or destroyed, it may be replaced at the
Specified Office of the Registrar and the Transfer Agent, subject to all applicable laws and stock
exchange requirements, upon payment by the claimant of the expenses incurred in connection with
such replacement and on such terms as to evidence, security, indemnity and otherwise as the Issuer,
the Guarantor and/or the Registrar may require.

Mutilated or defaced Note Certificates must be surrendered before replacements will be issued.
Agents

In acting under the Agency Agreement and in connection with the Notes, the Agents act solely as
agents of the Issuer and the Guarantor and do not assume any obligations towards or relationship
of agency or trust for or with any of the Noteholders.

The initial Specified Offices of the initial Agents are defined in the Agency Agreement. The Issuer
and the Guarantor reserve the right at any time to vary or terminate the appointment of any Agent
and to appoint a successor registrar or fiscal agent and additional or successor paying agents and
transfer agents.
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12.

13.

Notice of any change in any of the Agents or in their Specified Offices shall promptly be given to
the Noteholders by the Issuer.

Meetings of Noteholders; Modification

(a)

(b)

Meetings of Noteholders: The Agency Agreement contains provisions for convening
meetings of Noteholders to consider matters relating to the Notes, including the
modification of any provision of these Conditions. Any such modification may be made if
sanctioned by an Extraordinary Resolution. Such a meeting may be convened by the Issuer
and the Guarantor (acting together) and shall be convened by them upon the request in
writing of Noteholders holding not less than one-tenth of the aggregate principal amount
of the outstanding Notes. The quorum at any meeting convened to vote on an
Extraordinary Resolution will be one or more persons holding or representing one more
than half of the aggregate principal amount of the outstanding Notes or, at any adjourned
meeting, one or more persons being or representing Noteholders whatever the principal
amount of the Notes held or represented; provided, however, that certain proposals
(including, any proposal to change any date fixed for payment of principal or interest in
respect of the Notes, to reduce the amount of principal or interest payable on any date in
respect of the Notes or to alter the method of calculating the amount of any payment in
respect of the Notes on redemption or maturity or the date for any such payment, to effect
the exchange or substitution of the Notes for, or the conversion of the Notes into, shares,
bonds or other obligations or securities of the Issuer, the Guarantor or any other person or
body corporate formed or to be formed, to change the currency in which amounts due in
respect of the Notes are payable, to amend the terms of the Guarantee of the Notes, to
change the quorum required at any Meeting or the majority required to pass an
Extraordinary Resolution or to amend the definition of Reserved Matter (each, a
“Reserved Matter™)) may only be sanctioned by an Extraordinary Resolution passed at a
meeting of Noteholders at which one or more persons holding or representing not less than
two-thirds or, at any adjourned meeting, one quarter of the aggregate principal amount of
the outstanding Notes form a quorum.

In addition, a resolution in writing signed by or on behalf of Noteholders, who for the time
being are entitled to receive notice of a meeting of Noteholders, holding not less than 66.66
per cent. in nominal amount of the Notes outstanding, will take effect as if it were an
Extraordinary Resolution. Such a resolution in writing may be contained in one document
or several documents in the same form, each signed by or on behalf of one or more
Noteholders. An Extraordinary Resolution passed by the Noteholders will be binding on
all Noteholders, whether or not they are present at any meeting and whether or not they
voted on the resolution.

Modification: The Notes, these Conditions, the Deed of Covenant and the Deed of
Guarantee may be amended without the consent of the Noteholders to correct a manifest
error or any such modification which is of a formal, minor or technical nature, or which
is, in the sole opinion of the Issuer, not materially prejudicial to the interests of the
Noteholders. Any actions taken by the Issuer or the Guarantor in relation to the listing of
the Notes on the SGX-ST, or on another recognized securities exchange, may be taken
without the consent of the Noteholders. In addition, the parties to the Agency Agreement
may agree to modify any provision thereof, but the Issuer and Guarantor shall not agree,
without the consent of the Noteholders, to any such modification unless it is of a formal,
minor or technical nature, it is made to correct a manifest error or it is, in the sole opinion
of the Issuer, not materially prejudicial to the interests of the Noteholders. Any
modification shall be binding on the Noteholders and shall be notified by the Issuer to the
Noteholders as soon as practicable in accordance with Condition 14 (Notices).

Further Issues

The Issuer may from time to time pursuant to the Agency Agreement, without the consent of the
Noteholders, create and issue further notes having the same terms and conditions as the Notes in
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14.

15.

16.
16.1

16.2

all respects (or in all respects except for the issue date and the date for, and amount of, the first
payment of interest) so as to form a single series with the Notes.

Notices

Notices to the Noteholders will be sent to them by first class mail (or its equivalent) or (if posted
to an overseas address) by airmail (at the Issuer’s, failing which, the Guarantor’s expense) at their
respective addresses on the Register. Any such notice shall be deemed to have been given on the
fourth day after the date of mailing.

So long as the Notes are represented by the Global Certificate and the Global Certificate is held
on behalf of Euroclear or Clearstream or the Alternative Clearing System (as defined in the Global
Certificate), notices to Noteholders may be given by delivery of the relevant notice to Euroclear
or Clearstream or the Alternative Clearing System, for communication by it to entitled
accountholders in substitution for notification as required by these Conditions and shall be deemed
to have been given on the date of delivery to such clearing system.

Currency Indemnity

If any sum due from the Issuer in respect of the Notes or any order or judgment given or made in
relation thereto has to be converted from the currency (the “first currency”) in which the same is
payable under these Conditions or such order or judgment into another currency (the “second
currency”) for the purpose of (a) making or filing a claim or proof against the Issuer, (b) obtaining
an order or judgment in any court or other tribunal or (c) enforcing any order or judgment given
or made in relation to the Notes, the Issuer shall indemnify each Noteholder, on the written demand
of such Noteholder addressed to the Issuer and delivered to the Issuer or to the Specified Office of
the Fiscal Agent, against any loss suffered as a result of any discrepancy between (i) the rate of
exchange used for such purpose to convert the sum in question from the first currency into the
second currency and (ii) the rate or rates of exchange at which such Noteholder may in the ordinary
course of business purchase the first currency with the second currency upon receipt of a sum paid
to it in satisfaction, in whole or in part, of any such order, judgment, claim or proof.

This indemnity constitutes a separate and independent obligation of the Issuer and shall give rise
to a separate and independent cause of action.

Governing Law and Jurisdiction
Governing Law

The Agency Agreement, the Deed of Guarantee, the Deed of Covenant and the Notes and any non-
contractual obligations arising out of or in connection with the Agency Agreement, the Deed of
Guarantee, the Deed of Covenant or the Notes are governed by, and construed in accordance with,
English law.

Submission to Jurisdiction

@) The Hong Kong courts have exclusive jurisdiction to settle any dispute arising out of or in
connection with the Notes, including any dispute as to their existence, validity,
interpretation, performance, breach or termination or the consequences of their nullity and
any dispute relating to any non-contractual obligations arising out of or in connection with
the Notes (a “Dispute”) and each of the Issuer and the Guarantor in relation to any Dispute
submits to the exclusive jurisdiction of the Hong Kong courts.

(b) For the purposes of this Condition, each of the Issuer and Guarantor waives any objection
to the Hong Kong courts on the grounds that they are an inconvenient or inappropriate
forum to settle any Dispute.
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16.3

16.4

17.

Service of Process

Each of the Issuer and the Guarantor agrees that process in any proceedings before the Hong Kong
courts in relation to any Dispute may be served on it by being delivered to the Issuer or Guarantor
at Imagi International Holdings Limited, Room 2205-09, 22" Floor, China United Centre, 28
Marble Road, North Point, Hong Kong and agrees that, in the event of the Issuer and the Guarantor
ceases to have a place of business in Hong Kong where process may be validly served, each of the
Issuer and the Guarantor will immediately appoint a person as its agent for service of process in
Hong Kong in respect of any Dispute. Each of the Issuer and the Guarantor agrees that failure by
a process agent to notify it of any process will not invalidate service. Nothing in this Condition
shall affect the right to serve process in any other manner permitted by law.

Other Documents and the Guarantor

Each of the Issuer and, where applicable, the Guarantor have in the Agency Agreement, the Deed
of Covenant and the Deed of Guarantee submitted to the jurisdiction of the Hong Kong courts and
process may be served in a manner substantially similar to those set out above.

Rights of Third Parties

No rights are conferred on any person under the Contracts (Rights of Third Parties) Act 1999 to
enforce any term of the Notes, but this does not affect any right or remedy of any person which
exists or is available apart from that Act.
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SUMMARY OF PROVISIONS RELATING TO THE NOTES IN
GLOBAL FORM

The Global Note Certificate contains the following provisions which apply to the Notes in respect of which
they are issued while they are represented by the Global Note Certificate, some of which modify the effect
of the Terms and Conditions. Terms defined in the Terms and Conditions have the same meaning in the
paragraphs herein.

The Notes will be represented by a Global Note Certificate which will be registered in the name of a
nominee for, and deposited with, a common depositary for Euroclear and Clearstream.

For so long as the Notes are represented by the Global Note Certificate and such Global Note Certificate
is held on behalf of a clearing system, subject as provided in the Agency Agreement, each person (other
than another clearing system) who is for the time being shown in the records of Euroclear or Clearstream
as to the holder of a particular aggregate principal amount of the Notes (each an “Accountholder”) (in
which regard any certificate or other document issued by Euroclear or Clearstream as to the aggregate
principal amount of such Notes standing to the account of any person shall be conclusive and binding for
all purposes save in the case of manifest error) shall be treated as the holder of such aggregate principal
amount of such Notes for all purposes other than with respect to any payments on the Notes, for which
purpose the registered Noteholder shall be deemed to be the holder of such aggregate principal amount of
the Notes in accordance with and subject to the terms of the Global Note Certificate. Each Accountholder
must look solely to Euroclear or Clearstream, as the case may be, for its share of each payment made to
the registered Noteholder.

The Global Note Certificate will become exchangeable in whole, but not in part, for Individual Note
Certificates if (a) Euroclear or Clearstream is closed for business for a continuous period of 14 days (other
than by reason of legal holidays) or announces an intention permanently to cease business or (b) any of the
circumstances described in Condition 8 (Events of Default) occurs.

Whenever the Global Note Certificate is to be exchanged for Individual Note Certificates, such Individual
Note Certificates shall be issued in an aggregate principal amount equal to the principal amount of the
Global Note Certificate within five business days of the delivery, by or on behalf of the registered
Noteholder of the Global Note Certificate, Euroclear and/or Clearstream, to the Registrar of such
information as is required to complete and deliver such Individual Note Certificates (including, without
limitation, the names and addresses of the persons in whose names the Individual Note Certificates are to
be registered and the principal amount of each such person’s holding) against the surrender of the Global
Note Certificate at the Specified Office of the Registrar. Such exchange shall be effected in accordance
with the provisions of the Agency Agreement and the regulations concerning the transfer and registration
of Notes scheduled thereto and, in particular, shall be effected without charge to any Noteholder, but
against such indemnity as the Registrar may require in respect of any tax or other duty of whatsoever nature
which may be levied or imposed in connection with such exchange.

If:

(@) Individual Note Certificates have not been issued and delivered by 5:00 p.m. in the city in which
the Fiscal Agent has its specified office (“Local Time”) on the thirtieth day after the date on which
the same are due to be issued and delivered in accordance with the terms of the Global Note
Certificate; or

(b) any of the Notes evidenced by the Global Note Certificate has become due and payable in
accordance with the Conditions or the date for final redemption of the Notes has occurred and, in
either case, payment in full of the amount of principal falling due with all accrued interest thereon
has not been made to the Noteholder of the Global Note Certificate on the due date for payment in
accordance with the terms of the Global Note Certificate, then, at 5:00 p.m. (Local Time) on such
thirtieth day (in the case of (a) above) or at 5:00 p.m. (Local Time) on such due date (in the case
of (b) above) the Accountholder shall acquire Direct Rights in accordance with the Deed of
Covenant dated 13 November 2019 (the “Deed of Covenant™), without prejudice to the rights
which the Noteholder may have under the Global Note Certificate.
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Notices: Notwithstanding Condition 14 (Notices), so long as the Global Note Certificate is held on behalf
of Euroclear, Clearstream or any other clearing system (an “Alternative Clearing System™), notices to
Noteholders represented by the Global Note Certificate may be given by delivery of the relevant notice to
Euroclear, Clearstream or (as the case may be) such Alternative Clearing System.
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USE OF PROCEEDS

The net proceeds from the issuance of the Notes, after deducting the fees and other expenses payable in
connection with the issuance of the Notes, are HK$987,500,000. The Group currently intends to use the net
proceeds from the issuance of the Notes for general corporate purposes, including but not limited to the funding,
in whole or in part, of the conditional acquisition by a subsidiary of the Guarantor of the entire issued share
capital in Les Ambassadeurs Club Limited, a private company incorporated in England and Wales with limited
liability (formerly known as Drivemade Limited). For more details on this acquisition, see “Description of the
Guarantor — Recent Developments of the Group — Gaming Business”. The Guarantor may adjust its
development plans in response to future events and developments, such as changes in general market conditions,
the outlook for the Guarantor’s business, and its directors may reallocate the use of the proceeds with a view to
obtaining the optimal benefit for the Group.
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DESCRIPTION OF THE ISSUER

Set out below is a brief description of the Issuer. Each of the Issuer, the Guarantor and the initial investors does
not accept any responsibility for the completeness or sufficiency of the information set out below.

Formation

Imagi Holdings Limited is a BVI business company limited by shares incorporated under the BVI Business
Companies Act, 2004 (as amended), of the British Virgin Islands (BVI Company Number: 2017463). It was
incorporated in the British Virgin Islands on 10 July 2019. Its registered office is at Commerce House,
Wickhams Cay 1, P.O. Box 3140, Road Town, Tortola, British Virgin Islands VG1110. The Issuer is a wholly-
owned subsidiary of the Guarantor.

Business Activity

The Issuer was established with unrestricted capacity and powers as set out in its memorandum of association.
The Issuer does not sell any products or provide any services and it has undertaken no business activities since
its date of incorporation, other than those incidental to its incorporation and establishment as a directly wholly-
owned subsidiary of the Guarantor and those incidental to the issuance of the Notes.

Financial Statements

Under British Virgin Islands law, the Issuer is not required to publish interim or annual financial statements.
The Issuer has not published, and does not propose to publish, any financial statements. The Issuer is, however,
required to keep proper records and underlying documentation, including accounts, that are sufficient to show
and explain its transactions and which will enable the financial position of the Issuer to be determined with
reasonable accuracy.

Directors and Officers

The directors of the Issuer are Mr. Kitchell Osman Bin, Mr. Shimazaki Koji and Ms. Choi Ka Wing and each
of their business addresses is Rooms 2205-09, 22nd Floor, China United Centre, 28 Marble Road, North Point,
Hong Kong. None of the directors of the Issuer holds any shares or options to acquire shares of the Issuer. The
Issuer does not have any employees and has no subsidiaries.

Capitalisation

The issued share capital of the Issuer consists of one share at U.S. $1.00, which is held by the Guarantor.

-67 -

ASIA 33607383



DESCRIPTION OF THE GUARANTOR

Set out below is a brief description of the Guarantor. Each of the Issuer, the Guarantor and the initial investors
does not accept any responsibility for the completeness or sufficiency of the information set out below.

Introduction and Corporate Information

The Guarantor is an exempted company with limited liability incorporated in Bermuda, with its registered office
at Clarendon House, 2 Church Street, Hamilton HM 11, Bermuda. Its corporate headquarters in Hong Kong is
located at Rooms 2205-09, 22nd Floor, China United Centre, 28 Marble Road, North Point, Hong Kong. The
Guarantor’s shares are listed on the Main Board of the SEHK under the Stock Code: 585. The Group is
principally engaged in integrated financial services, investment holdings, the computer graphic imaging
business and the cultural and entertainment business.

Corporate Structure
The Guarantor’s direct and indirect consolidated subsidiaries as of 30 November 2019 are listed as follows:

Proportion of

Place of ownership interest
incorporation and voting power held
or by the Guarantor
Name of registration/ Directly  Indirectly
subsidiary operations Paid up issued share capital % % Principal activities

China Resources BVI US$1 100 - Inactive

Enterprise Ltd.

Comanche Limited BVI HK$1 100 - Intermediate holding

Dai Gor Capital BVI HK$750,014,141.40 - 100 Inactive

Ltd.

Divine Kings BVI HK$864,832,564.46 100 - Intermediate holding

Limited

Hurricane Fly BVI HK$1 - 100 Intermediate holding

Limited

Imagi  Character Netherlands EUR18,100 - 100 Sub-licensing of intellectual

Licensing B.V. property rights in respect of
CGI animation pictures

Imagi Core Hong Kong HK$1 - 100 Provision of administrative

Company Limited services

Imagi Crystal Hong Kong HK$1 - 100 Holding and licensing of

Limited intellectual property rights in
respect of CGI animation
pictures

Imagi Holdings BVI Us$1 100 - Issuance of the Notes

Limited

Imagi Holdings Hong Kong HK$1 100 - Inactive

Limited

Imagi International Cayman Islands US$1 100 - Intermediate holding

Development

Limited

Imagi International Marshall Us$1 100 - Inactive

Development Islands

Limited

Imagi International BVI US$1 100 - Intermediate holding

Holdings Limited

Imagi Management  Hong Kong HK$1 - 100 Provision of administrative

Limited services

Imagi Management BVI HK$1 - 100 Provision of administrative

Services Limited services

Imagi Platinum Hong Kong HK$1 - 100 Holding and licensing of

Limited intellectual property rights in
respect of CGI animation
pictures

Imagi Wealth  Hong Kong HK$1 - 100 Investment in securities

Limited

Infinite Lake BVI HK$61,500,000 100 - Inactive

Limited
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Intellefund Finance Hong Kong HK$1 - 100 Inactive
Limited

John & Wong Hong Kong HK$250,000,000 - 100 Securities brokerage
Securities

Company Limited

Longtop Hong Kong HK$134,500,778 - 90.91 Money lending
Enterprises

Limited

Macallan Fine BVI HK$1 100 - Intermediate holding
Holdings Ltd.

Magmagous BVI US$1 100 - Inactive
Corporation

Main Events Inc. BVI US$1 100 - Inactive

Project Martini ~ United GBP1 - 100 Investment in the Target
Limited Kingdom Company

Raytheon BVI US$100 100 - Intermediate holding
Investments Ltd.

Sky Field Holdings BVI US$1 100 - Intermediate holding
Limited

Step Goal Limited  BVI US$1 100 - Intermediate holding
Turbo Money BVI us$4 - 100 Investment in film rights
Investments

Limited

Unimagi BVI HK$750,000,000 - 100 Trading of securities
Investment

Limited

Unimagi Hong Kong HK$1 - 100 Inactive

Investment  (HK)

Limited

Business Overview

The Guarantor was incorporated in Bermuda. The Guarantor’s business initially focused on computer graphic
imaging (“CGI”), with its first theatrical movie TMNT, an Asian animation film, released in March 2007. The
second full feature motion picture, Astro Boy, was released worldwide in October 2009. However, the Guarantor
decided to suspend efforts on the production side of the business, while retaining efforts on the distribution side
of the CGI business, as owner of the intellectual property rights of the feature film, Astro Boy, and a TV series
(Zentrix). In 2019, the Guarantor also made investments in the film industry by taking minority interests in new
film productions.

In recent years the Guarantor has expanded its business focus from its computer graphic imaging business to
include integrated financial services comprising investment holdings and proprietary trading, the provision of
securities trading, brokerage and other investment services, money lending services, and cultural and
entertainment businesses, as described below.

Securities investments and proprietary trading

The Guarantor initially focused on investment holdings, including investing in corporate bonds listed in Hong
Kong and other markets. To further expand its investment business, the Guarantor began conducting its short-
term proprietary trading business through Unimagi Investment Limited, the Guarantor’s indirect wholly-owned
subsidiary in 2016.

Brokerage and related services

In order to expand into the brokerage business, on 28 February 2017 the Guarantor acquired the entire issued
share capital of John & Wong Securities Company Limited (“John & Wong™), an established brokerage firm.
John & Wong is an indirect wholly-owned subsidiary of the Guarantor. Throughout 2018 John & Wong actively
recruited personnel to undertake additional services and was granted additional licences to engage in Type 2
(dealing in future contracts), Type 4 (advisory on securities), Type 5 (advisory on future contracts) and Type 9
(asset management) regulated business from the Securities and Futures Commission of Hong Kong (the “SFC”).

Money lending business
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Prior to 2018 the Guarantor offered money lending via Imagination Holding Limited, a 50-50 joint venture
company (the “JV Company™), which offered money lending services to clients through the JV Company’s
indirect wholly-owned licensed money lender, Simagi Finance Company Limited.

The Guarantor decided to conduct its own money lending operations, and as a result, on 2 February 2018 the
Guarantor disposed of its 50% shareholding in the JV Company to its joint venture partner, Bob May
Incorporated, for HK$150 million. Completion of the disposal occurred on 23 April 2018. In preparation for the
development of the money lending business under control of the Group, on 22 March 2018, the Guarantor
acquired Longtop Enterprises Limited, a licensed moneylender which has since been conducting the Group’s
money lending business.

Recent Developments of the Group — Gaming Business

While the Guarantor devotes most of its efforts to developing the integrated financial services, investment
holdings and CGI businesses described above, the Guarantor continues to explore and pursue new additional
attractive business opportunities that would benefit the Guarantor and its shareholders.

In this regard, on 24 July 2019 Project Martini Limited (“Martini”), an indirect wholly owned subsidiary of the
Guarantor, entered into a sale and purchase agreement, pursuant to which it conditionally agreed to acquire the
entire issued share capital of Les Ambassadeurs Club Limited (the “Target Company”) for a consideration of
GBP122,000,000 (equivalent to approximately HK$1,206.1 million). The Guarantor has unconditionally and
irrevocably guaranteed the performance by Martini of its obligations under the sale and purchase agreement.
Completion is expected to take place in the first quarter of 2020. Les Ambassadeurs Club is an exclusive and
distinguished gambling club in the United Kingdom and located in the heart of London’s Mayfair district. The
Guarantor believes the acquisition of the Target Company is an exceptional opportunity to gain a foothold in
the exclusive London casino market.

Financial Information

The Guarantor prepares its consolidated financial statements in accordance with the Hong Kong Financial
Reporting Standards (“HKFRS™). Its financial year end is 31 December. In accordance with applicable
requirements of the SEHK, the Guarantor prepares and publishes audited consolidated financial statements and
unaudited interim six month financial statements which are available on the Guarantor’s website. The financial
statements as at and for the years ended 31 December 2018 and 31 December 2017 and extracted from the
Guarantor’s 2018 annual report are attached at Appendix A and the interim financial statements as at and for
the six months ended 30 June 2019 and 30 June 2018 and extracted from the Guarantor’s 2019 interim report
are attached at Appendix B.

Management and Employees
Executive Directors

Mr. Kitchell Osman Bin, a Canadian citizen, completed his high-school education in Hong Kong and
undergraduate studies in Canada. Mr. Kitchell had obtained a honourary diploma from Pickering College in
Canada. Mr. Kitchell studied Economics in the University of Toronto, Canada. Mr. Kitchell is a veteran investor
mainly in Hong Kong equity markets with over 20 years’ experience. Mr. Kitchell had been an investor
managing a private family fund. Mr. Kitchell had been (i) an executive director, chief executive officer and
chairman of Unity Investments Holdings Limited (stock code: 913) for the period from January 2005, January
2006 and January 2008 respectively to December 2014; and (ii) an executive director of Mission Capital
Holdings Limited (currently known as CMBC Capital Holdings Limited, stock code: 1141) for the period from
January 2015 to July 2015, all of which are companies listed on the main board of the SEHK.

Mr. Shimazaki Koji holds a Bachelor of Science degree in Engineering and a Master degree in Electrical
Engineering from Kanagawa University in Yokohama, Japan. Mr. Shimazaki has over 20 years of experience
in web developing and programming, production and quality control engineering. Mr. Shimazaki had been (i)
an executive director and chief executive officer of Radford Capital Investment Limited (currently known as
Eagle Ride Investment Holdings Limited, stock code: 901) for the period from May 2005 and May 2008
respectively to October 2013; and (ii) an executive director of Unity Investments Holdings Limited (stock code:
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913) for the period from December 2013 to November 2014, all of which are companies listed on the main
board of the SEHK.

Ms. Choi Ka Wing completed her high-school education in Hong Kong and had further her studies at the Perth
Institute of Business and Technology in Perth, Australia. Ms. Choi worked in customer services in the catering
division of a 5 star hotel in Hong Kong for over one year and gained experience in food and beverage and
entertainment business. Ms. Choi had been an executive director of Unity Investments Holdings Limited (stock
code: 913), a company listed on the main board of the SEHK, for the period from October 2006 to November
2014.

Independent Non-executive Directors

Dr. Santos Antonio Maria holds a Ph. D. degree in Business Administration from the Nueva Ecija University
of Science & Technology in the Philippines, a Master’s degree in Management Studies from University of
Northumbria at Newcastle, United Kingdom and a Master’s degree in Criminal Justice from the Tarlac State
University, the Philippines. He is a fellow of the Chartered Management Institute, United Kingdom. Dr. Santos
retired from the Hong Kong Police Force in January 2012 after more than 30 years of service there. Apart from
volunteering for community services, he is currently a director and shareholder of A.M. Santos & Company
Limited (a private company principally engaged in providing financial consultancy services) and Advance
Tactics Service Limited (a private company principally engaged in providing personal and commercial risk
management consultant services in Hong Kong and PRC). During the past five years, Dr. Santos had been (i)
an executive director and an acting chairman of China Solar Energy Holdings Limited (stock code: 155) for the
period from October 2014 and December 2014 respectively to May 2015; and (ii) an independent non-executive
director of Willie International Holdings Limited (currently known as Mason Group Holdings Limited, stock
code: 273) for the period from August 2012 to April 2016, all of which are companies listed on the main board
of the SEHK. Dr. Santos is presently an independent non-executive director of Auto Italia Holdings Limited
(stock code: 720) and Code Agriculture (Holdings) Limited (stock code: 8202), both are companies listed on
the main board of the SEHK.

Mr. Miu Frank H. holds a Juris Doctor degree from Harvard Law School and a Bachelor of Arts degree in
Economics and Accounting from St. John’s University of Minnesota in the United States of America. Mr. Miu
is a member of the American Bar Association and the American Institute of Certified Public Accountants. He
is also a Fellow of Hong Kong Institute of Directors. Apart from professional experience in law and accounting,
he has extensive exposure to various industries including financial services. During the past five years, Mr. Miu
had been an independent nonexecutive director of (i) Freeman Financial Corporation Limited (currently known
as Freeman FinTech Corporation Limited, stock code: 279) for the period from December 2011 to August 2013;
(if) Tack Fiori International Group Limited (currently known as Life Healthcare Group Limited, stock code:
928) for the period from August 2011 to May 2014; (iii) Mascotte Holdings Limited (currently known as
HengTen Networks Group Limited, stock code: 136) for the period from December 2009 to October 2015; (iv)
Willie International Holdings Limited (currently known as Mason Group Holdings Limited, stock code: 273)
for the period from June 2011 to October 2015; and (v) China Jinhai International Group Limited (currently
known as Central Wealth Group Holdings Limited, stock code: 139) for the period from October 2014 to July
2016, all of which are companies listed on the main board of the SEHK.

Ms. Liu Jianyi holds a master of Business Administration in Johnson At Cornell University and a bachelor of
System Engineering in The Chinese University of Hong Kong. Ms. Liu is currently working as a director of a
corporate financial services institution and has extensive management experience in corporate finance and
equity funds. Ms. Liu had been an independent non-executive director of Inno-Tech Holdings Limited (stock
code: 8202), a company listed on the GEM board of the SEHK, for the period from March 2015 to December
2018.

Mr. Chan Hak Kan graduated from the Department of Government and Public Administration of The Chinese
University of Hong Kong in 1997 and completed a master’s program and obtained a master’s degree in law and
public affairs from The Chinese University of Hong Kong in 2003. Mr. Chan was elected as a member of the
Legislative Council of Hong Kong for three consecutive terms in 2008, 2012 and 2016. Prior to becoming a
member of the Legislative Council, he was appointed as special assistant to the Chief Executive of Hong Kong.
Mr. Chan was granted Chief Executive’s Commendation for Community Service in 2005, was appointed as a
Justice of the Peace in 2012 and received a Bronze Bauhinia Star in 2016. Mr. Chan is currently a member of
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the Legislative Council of Hong Kong, a vice chairman of the Democratic Alliance for the Betterment and
Progress of Hong Kong, deputy convenor of the Pro-Establishment Camp of the Legislative Council, and
member of Xiamen Chinese People’s Political Consultative Conference. He is also currently a chairman of the
Panel on Security of the Legislative Council. Mr. Chan is presently an independent non-executive director of
Xinyi Automobile Glass Hong Kong Enterprises Limited (stock code: 8328) and Oshidori International
Holdings Limited (stock code: 622), a company listed on the GEM board of the SEHK and main board of the
SEHK respectively.

Mr. Ngai Wai Kin holds a Professional Diploma in Accountancy from the Hong Kong Polytechnic (now known
as The Hong Kong Polytechnic University), a Bachelor of Laws (Hons) degree from the University of London
and a Master of Laws degree from the City University of Hong Kong. Mr. Ngai is a fellow member of the
Association of Chartered Certified Accountants and a member of the Hong Kong Institute of Certified Public
Accountants and CPA Australia respectively. Mr. Ngai is also a barrister in England and Wales and a barrister
in Hong Kong. Mr. Ngai has over 20 years’ experience in the finance and accounting field in both Hong Kong
and Australia. Mr. Ngai has been working in a legal firm for the past 10 years.

Senior Management

Mr. Chung Wilson is the general manager of the Guarantor. Mr. Chung holds a Bachelor’s degree in
Mathematics from the University of Wisconsin-Milwaukee and a Master’s degree in Science and a Master’s
degree in Business Administration (with Honors) from Cornell Graduate School of Business Administration,
the United States of America. He has over 25 years’ experience in corporate finance and banking.

Ms. Yu Man Fung Alice is the senior vice president and general manager of business development of the
Guarantor. Ms. Yu has been the general manager of various listed & non-listed companies for the past 15 years
of her career, including Tack Fiori International Group Limited (currently known as Life Healthcare Group
Limited, stock code: 928) and Bingo Group Holdings Limited (stock code: 8220, a company listed on the GEM
board of the SEHK). Ms. Yu is experienced in overseeing operational aspects of companies and business
strategic planning.

Employees and Share Option Scheme
As at 30 June 2019, the Group employed 27 employees in addition to the directors.

The Guarantor adopted a share option scheme on 16 August 2002 (the “2002 Scheme™). Pursuant to an ordinary
resolution passed at an annual general meeting held on 11 June 2012, the Guarantor terminated the 2002 Scheme
and adopted a new share option scheme (the “2012 Scheme™), the purpose of both the 2002 Scheme and the
2012 Scheme are to reward eligible participants who have contributed or are expected to contribute to the Group
and to encourage the participants to work towards enhancing the value of the Guarantor and it shares for the
benefit of the Guarantor and its shareholders as a whole.

Legal Proceedings

For the year ended 31 December 2018, the Group was not aware that the Guarantor or its subsidiaries was
involved in any litigation which would have a material adverse effect on the business, results of operations or
financial position of the Group.
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EXCHANGE RATES
Hong Kong

The Hong Kong dollar is freely convertible into other currencies, including the U.S. dollar. Since October 17,
1983, the Hong Kong dollar has been linked to the U.S. dollar at the rate of HK$7.80 to US$1.00. Under existing
Hong Kong law, there are no foreign exchange controls or other laws, decrees or regulations that affect the
remittance of dividend payments to nonresidents. The Basic Law of the Hong Kong Special Administrative
Region of the People’s Republic of China (the “Basic Law’), which came into effect on July 1, 1997, provides
that no foreign exchange control policies shall be applied in Hong Kong.

The market exchange rate of the Hong Kong dollar against the U.S. dollar continues to be determined by the
forces of supply and demand in the foreign exchange market. However, against the background of the fixed rate
system which applies to the issuance and withdrawal of Hong Kong currency in circulation, the market exchange
rate has not deviated significantly from the level of HK$7.80 to US$1.00. In May 2005, the Hong Kong
Monetary Authority broadened the 22-year-old trading band from the original rate of HK$7.80 per U.S. dollar
to a rate range of HK$7.75 to HK$7.85 per U.S. dollar. The Hong Kong government has indicated its intention
to maintain the link within that rate range. Under the Basic Law, the Hong Kong dollar will continue to circulate
and remain freely convertible. The Hong Kong government has also stated that it has no intention of imposing
exchange controls in Hong Kong and that the Hong Kong dollar will remain freely convertible into other
currencies, including the U.S. dollar. However, no assurance can be given that the Hong Kong government will
maintain the link at HK$7.80 to US$1.00 or at all.

The following table sets forth the noon buying rate for U.S. dollars in New York City for cable transfer in Hong
Kong dollars as certified for customs purposes by the Federal Reserve Bank of New York for the periods
indicated:

Noon Buying Rate

Period End Average! High Low
(HK$ per US$1.00)

2013 7.7539 7.7564 7.7654 7.7503
2004 .o 7.7531 7.7553 7.7669 7.7495
2005 s 7.7507 7.7519 7.7686 7.7495
2016 ... 7.7534 7.7617 7.827 7.7505
2007 ot 7.8128 7.7949 7.8267 7.754

2018 s 7.8305 7.8376 7.8499 7.8043
May 2019.....coiiiiiiienieee e 7.8387 7.8478 7.8497 7.8387
JUNE 2019, 7.8103 7.8260 7.8430 7.8080
JUIY 2019 ..o 7.8275 7.8133 7.8275 7.7956
AUGUSE 2019 ..o 7.8403 7.8420 7.8469 7.8266
September 2019.......cccvvveiiiee e 7.8401 7.8350 7.8425 7.8177
October 2019......covveeieeeecee e 7.8376 7.8421 7.8454 7.8371
November 2019 .......ccoceveieieeieeee e 7.8267 7.8279 7.8365 7.8208

! Determined by averaging the rates on the last business day of each month during the relevant year, except for monthly average rates, which are
determined by averaging the daily rates during the respective months.
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TAXATION RELATING TO THE NOTES

The following is a general description of certain tax considerations relating to the Notes and is based on law
and relevant interpretation thereof in effect as at the date of this Introductory Document all of which are subject
to changes and does not constitute legal or taxation advice. It does not purport to be a complete analysis of all
tax considerations relating to the Notes, whether in those countries or elsewhere. Prospective purchasers of
Notes should consult their own tax advisers as to which countries’ tax laws could be relevant to acquiring,
holding and disposing of Notes and receiving payments of interest, principal and/or other amounts under the
Notes and the consequences of such actions under the tax laws of those countries. It is emphasised that neither
the Issuer, the Guarantor nor any other persons involved in the Notes accepts responsibility for any tax effects
or liabilities resulting from the purchase, holding or disposal of the Notes.

Bermuda
Tax

At the present time, there is no Bermuda income or profits tax, withholding tax, capital gains tax, capital transfer
tax, estate duty or inheritance tax payable by the Guarantor or by its shareholders who are resident outside
Bermuda. The Guarantor has obtained an assurance from the Minister of Finance of Bermuda under the
Exempted Undertakings Tax Protection Act 1966 that, in the event that any legislation is enacted in Bermuda
imposing any tax computed on profits or income, or computed on any capital asset, gain or appreciation or any
tax in the nature of estate duty or inheritance tax, such tax shall not, until 31 March 2035, be applicable to the
Guarantor or to any of its operations or to its shares, debentures or other obligations except insofar as such tax
applies to persons ordinarily resident in Bermuda or is payable by the Guarantor in respect of real property
owned or leased by the Guarantor in Bermuda.

Stamp duty

As an exempted company, the Guarantor is exempt from all stamp duties except on transactions involving
“Bermuda property”. This term relates essentially to real and personal property physically situated in Bermuda,
including shares in local (as opposed to exempted) companies. None of the Guarantor, the shareholders and the
Noteholders, as the case may be (other than persons ordinarily resident in Bermuda), are subject to stamp duty
or other similar duty in relation to the Notes (including the transfer thereof).

British Virgin Islands
Tax

As a company incorporated under the BVI Business Companies Act 2004 (as amended), the Issuer is exempt
from all provisions of the Income Tax Act (as amended) of the British Virgin Islands (including with respect to
all dividends, interests, rents, royalties, compensation and other amounts payable by the Issuer to persons who
are not persons resident in the British Virgin Islands). Capital gains realised with respect to any shares, debt
obligations or other securities of the Issuer by persons who are not persons resident in the British Virgin Islands
are also exempt from all provisions of the Income Tax Act (as amended) of the British Virgin Islands. No estate,
inheritance, succession or gift tax, rate, duty, levy or other charge is payable by persons who are not persons
resident in the British Virgin Islands with respect to any shares, debt obligations or other securities of the Issuer,
save for interest payable to or for the benefit of an individual resident in the European Union. The Issuer is
required to pay an annual government fee which is determined by reference to the amount of shares the Issuer
is authorised to issue.

Stamp duty

No stamp duty is payable in the British Virgin Islands on a transfer of shares, debt obligations or other securities
of the Issuer, provided that the Issuer and its subsidiaries (if any) do not own an interest in any land in the British
Virgin Islands.

Hong Kong

The following summary of certain Hong Kong tax consequences of the purchase, ownership and disposition of
the Notes is based upon laws, regulations, decisions and practice now in effect, all of which are subject to change
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(possibly with retroactive effect). The summary does not purport to be a comprehensive description of all the
tax considerations that may be relevant to a decision to purchase, own or dispose of the Notes and does not
purport to deal with the consequences applicable to all categories of investors, some of which may be subject
to special rules. Persons considering the purchase of the Notes should consult their own tax advisers concerning
the application of Hong Kong tax laws to their particular situation as well as any consequences of the purchase,
ownership and disposition of the Notes arising under the laws of any other taxing jurisdiction.

Withholding tax

No withholding tax is payable in Hong Kong in respect of payments of principal or interest on the Notes or in
respect of any capital gains arising from the sale of the Notes.

Profits tax

Hong Kong profits tax is chargeable on every person carrying on a trade, profession or business in Hong Kong
in respect of profits arising in or derived from Hong Kong from such trade, profession or business (excluding
profits arising from the sale of capital assets).

Under the Inland Revenue Ordinance (Cap.112) of Hong Kong (the “Inland Revenue Ordinance”), as it is
currently applied in the Inland Revenue Department, interest on the Notes may be deemed to be profits arising
in or derived from Hong Kong from a trade, profession or business carried on in Hong Kong in the following
circumstances:

@) interest on the Notes is received by or accrues to a financial institution (as defined in the Inland Revenue
Ordinance) and arises through or from the carrying on by the financial institution of its business in Hong
Kong, notwithstanding that the moneys in respect of which the interest is received or accrues are made
available outside Hong Kong; or

(b) interest on the Notes is derived from Hong Kong and is received by or accrues to a corporation carrying
on a trade, profession or business in Hong Kong and such interest is derived from Hong Kong; or

(©) interest on the Notes is derived from Hong Kong and is received by or accrues to a person (other than
a corporation) carrying on a trade, profession or business in Hong Kong and such interest is derived
from Hong Kong and is in respect of the funds of the trade, profession or business; or

(d) in relation to a corporation, other than a financial institution, interest on the Notes arises through or
from carrying on in Hong Kong by the corporation of its intra-group financing business (within the
meaning of section 16(3) of the Inland Revenue Ordinance), even if the moneys in respect of which the
interest is received or accrues are made available outside Hong Kong.

Sums received by or accrued to a financial institution by way of gains or profits arising through or from the
carrying on by the financial institution of its business in Hong Kong from the sale, disposal and redemption of
Notes will be subject to profits tax.

Sums derived from the sale, disposal or redemption of the Notes will be subject to Hong Kong profits tax where
received by or accrued to a person, other than a corporation, who carries on a trade, profession or business in
Hong Kong and where the sum has a Hong Kong source unless otherwise exempted. The source of such sums
will generally be determined by having regard to the manner in which the Notes are acquired or disposed of.
Sums received by or accrued to a corporation (other than a financial institution) by way of gains or profits
arising through or from the carrying on in Hong Kong by the corporation of its intra-group financing business
(as defined in section 16(3) of the Inland Revenue Ordinance) from the sale, disposal or redemption of the Notes
will be subject to profits tax.

Stamp Duty

No Hong Kong stamp duty will be chargeable upon the issue or transfer of a Note.
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The proposed financial transactions tax (“FTT”)

On 14 February 2013, the European Commission published a proposal (the “Commission’s proposal”) for a
Directive for a common FTT in Belgium, Germany, Estonia, Greece, Spain, France, Italy, Austria, Portugal,
Slovenia and Slovakia (the “participating Member States”). However, Estonia has since stated that it will not
participate.

The Commission’s proposal has very broad scope and could, if introduced, apply to certain dealings in the Notes
(including secondary market transactions) in certain circumstances. The issuance and subscription of Notes
should, however, be exempt.

Under the Commission’s proposal, FTT could apply in certain circumstances to persons both within and outside
of the participating Member States. Generally, it would apply to certain dealings in the Notes where at least one
party is a financial institution, and at least one party is established in a participating Member State. A financial
institution may be, or be deemed to be, “established” in a participating Member State in a broad range of
circumstances, including (a) by transacting with a person established in a participating Member State or (b)
where the financial instrument which is subject to the dealings is issued in a participating Member State.

However, the FTT proposal remains subject to negotiation between participating Member States. It may
therefore be altered prior to any implementation, the timing of which remains unclear. Additional EU Member
States may decide to participate.

Prospective Noteholders are advised to seek their own professional advice in relation to the FTT.
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TRANSFER RESTRICTIONS

Because of the following restrictions, purchasers are advised to consult their legal counsel prior to making any
offer, sale, resale, pledge or other transfer of the Notes.

The Notes and the Guarantee have not been and will not be registered under the Securities Act and may not be
offered, sold or delivered within the United States (as defined in Regulation S) except pursuant to an exemption
from, or in a transaction not subject to, the registration requirements of the Securities Act. Accordingly, the
Notes have been sold only outside the United States in offshore transactions in reliance on Regulation S under
the Securities Act.

By purchasing the Notes, each purchaser will be deemed to have made the following acknowledgements,
representations to, and agreements with, the Issuer and the Guarantor:

1) Each purchaser understands and acknowledges that:

. the Notes have not been and will not be registered under the Securities Act or any other
applicable securities laws;

. the Notes are being offered for resale in transactions that do not require registration under the
Securities Act or any other securities laws; and

. the Notes are being offered and sold only outside the United States in offshore transactions in
reliance on Regulation S under the Securities Act.

2 Each purchaser represents that it is not an affiliate (as defined in Rule 144 under the Securities Act) of
the Issuer or the Guarantor, that it is not acting on the Issuer or Guarantor’s behalf, and it is purchasing
the Notes in an offshore transaction in accordance with Regulation S.

3) Each purchaser acknowledges that none of the Issuer, the Guarantor, or any person representing the
Issuer or the Guarantor has made any representation to it with respect to the Issuer, the Guarantor or the
Notes, other than the information contained in this introductory document. Each purchaser agrees that
it has had access to such financial and other information concerning the Issuer, the Guarantor and the
Notes as it has deemed necessary in connection with its decision to purchase the Notes.

4) Each purchaser represents that it is purchasing the Notes for its own account, or for one or more investor
accounts for which it is acting as a fiduciary or agent, in each case not with a view to, or for offer or
sale in connection with, any distribution of the Notes in violation of the Securities Act.

(5) Each purchaser agrees that it will inform each person to whom it transfers the Notes of any restrictions
on transfer of such Notes.

(6) Each purchaser understands and agrees that the Notes will be represented by the Global Note Certificate
and that transfers thereto are restricted as described under “Summary of Provisions Relating to the Notes
in Global Form”.

@) Each purchaser understands and agrees that if in the future it decides to resell, pledge or otherwise
transfer any Notes represented by the Global Note Certificate or any beneficial interest in any Notes
represented by the Global Note Certificate, such Notes may be resold, pledged or transferred only in
accordance with the requirements of the legends set forth in paragraph 8 below.

(8) Each purchaser understands that the Notes represented by the Global Note Certificate will bear a legend
to the following effect unless otherwise agreed to by the Issuer and the holder thereof:

THE NOTES REPRESENTED HEREBY HAVE NOT BEEN AND WILL NOT BE REGISTERED
UNDER THE UNITED STATES SECURITIES ACT OF 1933, AS AMENDED (THE
“SECURITIES ACT”) OR ANY SECURITIES LAW OF ANY STATE OF THE UNITED STATES.
THE HOLDER HEREOF, BY PURCHASING THE NOTES REPRESENTED HEREBY, AGREES
FOR THE BENEFIT OF THE ISSUER THAT THE NOTES REPRESENTED HEREBY MAY BE
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©)

(10)

REOFFERED, RESOLD, PLEDGED OR OTHERWISE TRANSFERRED ONLY IN COMPLIANCE
WITH THE SECURITIES ACT AND OTHER APPLICABLE LAWS.

Each purchaser acknowledges and agrees: i) to notify the Issuer and the Guarantor in writing, upon any
changes to the beneficial ownership of Notes held by it, promptly but in any event not later than 14
business days from the date of such changes being effective, and (ii) to procure the transferee of such
Notes to agree at the time of or prior to such changes to undertake to the Issuer and the Guarantor in
writing to comply with the obligations set out in (i) and (ii) of this paragraph.

Each purchaser acknowledges that the Issuer, the Guarantor and others will rely upon the truth and
accuracy of the above acknowledgments, representations and agreements. Each purchaser agrees that if
any of the acknowledgments, representations or agreements it is deemed to have made by its purchase
of the Notes is no longer accurate, it will promptly notify the Issuer and the Guarantor. If a purchaser is
purchasing any Notes as a fiduciary or agent for one or more investor accounts, it represents that it has
sole investment discretion with respect to each of those accounts and that it has full power to make the
above acknowledgments, representations and agreements on behalf of each account.
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SELLING RESTRICTIONS

No action has been taken or will be taken in any jurisdiction that would permit a public offering of the Notes,
or possession or distribution of this Introductory Document or any amendment or supplement thereto or any
other offering or publicity material relating to the Notes, in any country or jurisdiction where action for that
purpose is required. Accordingly, neither the Notes may be offered or sold, directly or indirectly, and neither
this Introductory Document nor any other offering material or advertisements in connection with the Notes may
be distributed or published, by the Issuer or the Guarantor in or from any country or jurisdiction, except in
compliance with all applicable rules and regulations of any such country or jurisdiction.

United States

The Notes and the Guarantee have not been and will not be registered under the Securities Act and may not be
offered, sold or delivered within the United States unless pursuant to an exemption from, or in a transaction not
subject to, the registration requirements of the Securities Act.

United Kingdom

Any purchaser of the Notes has represented, warranted and undertaken, or will represent, warrant and undertake
that:

@ it has only communicated or caused to be communicated and will only communicate or cause to be
communicated any invitation or inducement to engage in investment activity (within the meaning of
Section 21 of the Financial Services and Markets Act 2000 (the “FSMA’)) received by it in connection
with the issue or sale of any Notes in circumstances in which Section 21(1) of the FSMA does not apply
to the Issuer; and

(2) it has complied and will comply with all applicable provisions of the FSMA with respect to anything
done by it in relation to the Notes in, from or otherwise involving the United Kingdom.

PRIIPs Regulation Prohibition of Sales to European Economic Area Retail Investors

The Notes are not intended to be offered, sold or otherwise made available to and should not be offered, sold or
otherwise made available to any retail investor in the European Economic Area (“EEA”). For these purposes, a
retail investor means a person who is one (or more) of: (i) a retail client as defined in point (11) of Article 4(1)
of Directive 2014/65/EU (as amended, “MiFID 11”); or (ii) a customer within the meaning of Directive
2002/92/EC (as amended or superseded, the “Insurance Mediation Directive”), where that customer would not
qualify as a professional client as defined in point (10) of Article 4(1) of MIFID Il. Consequently no key
information document required by Regulation (EU) No 1286/2014 (as amended, the “PRIIPs Regulation”) for
offering or selling the Notes or otherwise making them available to retail investors in the EEA has been prepared
and therefore offering or selling the Notes or otherwise making them available to any retail investor in the EEA
may be unlawful under the PRIIPS Regulation.

Hong Kong

The Notes may not be offered or sold in Hong Kong, by means of any document, any Notes other than (a) to
“professional investors” as defined in the Securities and Futures Ordinance (Cap. 571) of Hong Kong (the
“SFO”) and any rules made under the SFO; or (b) in other circumstances which do not result in the document
being a “prospectus” as defined in the Companies (Winding Up and Miscellaneous Provisions Ordinance (Cap.
32) of Hong Kong (the “C(WUMP)QO”) or which do not constitute an offer to the public within the meaning of
the C(WUMP)QO; and no advertisement, invitation or document relating to the Notes may be issued may be in
the possession for the purposes of issue, of any person, whether in Hong Kong or elsewhere, any advertisement,
invitation or document relating to the Notes, which is directed at, or the contents of which are likely to be
accessed or read by, the public of Hong Kong (except if permitted to do so under the securities laws of Hong
Kong) other than with respect to Notes which are or are intended to be disposed of only to persons outside Hong
Kong or only to “professional investors” as defined in the SFO and any rules made under the SFO.
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Singapore

This Introductory Document has not been and will not be registered as a prospectus with the Monetary Authority
of Singapore (the “MAS”). Accordingly, this Introductory Document and any other document or material in
connection with the offer or sale, or invitation for purchase, of the Notes may not be circulated or distributed,
nor may the Notes be offered or sold, or be made the subject of an invitation for purchase, whether directly or
indirectly, to any person in Singapore other than (i) to an institutional investor (as defined in Section 4A of the
Securities and Futures Act (Chapter 289 of Singapore), as modified from time to time (the “SFA”)) pursuant to
Section 274 of the SFA, (ii) to a relevant person (as defined in Section 275(2) of the SFA) pursuant to Section
275(1) of the SFA, or any person pursuant to Section 275(1A) of the SFA, and in accordance with the conditions
specified in Section 275 of the SFA and (where applicable) Regulation 3 of the Securities and Futures (Classes
of Investors) Regulations 2018; or (iii) otherwise pursuant to, and in accordance with the conditions of, any
other applicable provision of the SFA.

Where the Notes are purchased or acquired under Section 275 of the SFA by a relevant person which is:

@ a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the sole
business of which is to hold investments and the entire share capital of which is owned by one or more
individuals, each of whom is an accredited investor; or

2 a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and
each beneficiary of the trust is an individual who is an accredited investor,

securities or securities-based derivatives contracts (each term as defined in Section 2(1) of the SFA) of that
corporation or the beneficiaries’ rights and interest (howsoever described) in that trust shall not be transferred
within six months after that corporation or that trust has acquired the Notes pursuant to an offer made under
Section 275 of the SFA except:

3 to an institutional investor or to a relevant person, or to any person arising from an offer referred to in
Section 275(1A) or Section 276(4)(i)(B) of the SFA,

4) where no consideration is or will be given for the transfer;
(5) where the transfer is by operation of law;
(6) as specified in Section 276(7) of the SFA; or

@) as specified in Regulation 37A of the Securities and Futures (Offers of Investments) (Securities and
Securities-based Derivatives Contracts) Regulations 2018.

Any reference to the SFA is a reference to the Securities and Futures Act, Chapter 289 of Singapore and a
reference to any term as defined in the SFA or any provision in the SFA is a reference to that term as modified
or amended from time to time including by such of its subsidiary legislation as may be applicable at the relevant
time.

British Virgin Islands

No invitation will be made directly or indirectly to the public or any member of the public in the British Virgin
Islands or any natural person resident or citizen to the British Virgin Islands to purchase any of the Notes and
the Notes may not be offered or sold, directly or indirectly, in the British Virgin Islands, except as otherwise
permitted by British Virgin Islands law.

Bermuda

This Introductory Document, the Notes and any other document relating to the Notes are not subject to, and
have not received approval from either the Bermuda Monetary Authority or the Registrar of Companies in
Bermuda and no statement to the contrary, explicit or implicit, is authorised to be made in this regard. For the
purposes of the Companies Act 1981 of Bermuda (as amended), the Notes being offered hereby are being offered
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on a private basis to investors who satisfy the criteria outlined in any of the documents relating to the Notes and
the Notes may be offered or sold in Bermuda only in compliance with the provisions of the Investment Business
Act 2003 of Bermuda (as amended). Non-Bermudian persons may not carry on or engage in any trade or
business in Bermuda unless such persons are authorised to do so under applicable Bermuda legislation and
engaging in the activity of offering or marketing the securities being offered in Bermuda to persons in Bermuda
may be deemed to be carrying on business in Bermuda.
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CONSOLIDATED STATEMENT OF PROFIT OR

LOSS AND OTHER COMPREHENSIVE INCOME
meBaRkEtEEBAX

For the year ended 31 December 2018
HE_ZT-N\F+A=t+—HILLFE

2018 2017
—E-N\F —F—tF
Notes HK$’000 HK$°000
et FET FA&T
Brokerage related commission (42 iERIAE RAEEIRA
and clearing fee income 8 2,227 1,140
Dividend income from held-for- FHEEBEIRE 2 I EWA
trading investments 8 20,577 751
Interest income on loans EUREREREBESEF
receivable and margin clients  ZF| B A 8 3,479 -
Royalty income BHERA 8 256 264
Net realised losses from sales HEDEABEESH T
of listed equity investments BRARE 2B FRERFE
classified as held-for-trading 8 (8,050) (92,573)
18,489 (90,418)
Other income =N 9 2,479 5,393
Other gain/(loss) Hitvlas ~ (&518) 10 6,390 (18,265)
Impairment loss on goodwill Bz BEEE - (5,878)
Impairment loss on intangible /& E 2 EEIE
assets - (2,072)
Impairment loss on available- AI{tHE®RE 2 BEEE
for-sale investments - (64,638)
Net realised losses from sales HESEABEBREREAFE
of listed equity investments FIBRE) EARAIRE 2 2
classified as fair value REBFE
through profit or loss (8,075) -
Losses from changes in fair PRERFEBEENKEEZ
value of financial assets NEEBEE
classified as held-for-trading (106,674) (236,238)
Administrative expenses ITB (33,203) (36,423)
Loss from operations REEE (120,594) (448,539)
Finance costs B A 11 (832) (158)
Share of profit/(loss) of a joint EE—HMAZETE
venture swH, (E518) 3,521 (3,308)
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CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME

GeEaRHEMAZEBRAR
For the year ended 31 December 2018
HE_Z—N\F+_A=+—HIFE

2018 2017
—E-N\F —E—+F
Notes HK$’000 HK$°000
et FET FA&T
Loss before tax BB AIE R 13 (117,905) (452,005)
Income tax credit FriStii s 14 342 10,967
Loss for the year FABE (117,563) (441,038)
Other comprehensive expense HfthZ MBI
ltems that may be reclassified Hig @& niEBEns
subsequently to profit or loss: BH:
Exchange differences arising  MERIMCEEEITEE
on translation of ZHMETE
foreign operations 224 (440)
Net loss on revaluation of SHAHEEREZEE
available-for-sale investments SFER — (64,351)
Impairment loss on B EEEENAHT
available-for-sale EREZRIEEE
investments reclassified to
profit or loss - 64,638
Net loss on debt securities FBREMEERAZATF
at fair value through other BYRNEBESE
comprehensive 8)F58 (=40
income (recycling) (1,524) -
Net movement in REREA 2 ER AR
investment revaluation RIS EShREZEEF
reserve during the year )
recognised in other
comprehensive income (1,524) 287
Other comprehensive expense FRHMEMEFHRL
for the year (1,300) (153)
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CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME

AN
v 9

ji=Fa

REMZEEAR

For the year ended 31 December 2018
HE_Z—\F+ZA=1+—HLLFE

2018 2017
—E-N\F S
Notes HK$’000 HK$’000
HiaF FET FET
Total comprehensive expense FRZHEBAXELE
for the year (118,863) (441,191)
Loss for the year attributable EATEEABLEREE
to owners of the Company (117,563) (441,038)
Total comprehensive expense AAFEEAEBEERAZEHA
for the year attributable to X # %
owners of the Company (118,863) (441,191)
2018 2017
—E-N\F —E—LtF
Loss per share BRER
Basic and diluted BEARREE (BRRB)
(HK cents per share) 17 (17) (66)
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CONSOLIDATED STATEMENT
OF FINANCIAL POSITION

e MR R R

At 31 December 2018

R-ZZT—N\&+=-A=+—8

2018 2017
—E-N\F —E—+F
Notes HK$’000 HK$°000
HiaF FET FA&T
Non-current assets FREBEE
Property, plant and equipment ¥1% « & K& & 18 2,165 2,626
Goodwill B 19 - -
Intangible assets mLEE 20 859 859
Other financial assets Hi B &= 21 6,562 51,178
Other non-current assets HEiIERBEE 22 1,500 1,500
Interest in a joint venture R—EeErE R 23 = 139,381
Prepayment for film rights B R R TR R IE 24 3,900 -
14,986 195,544
Current assets REBEE
Accounts receivable JE YB3k 25 4,928 943
Other receivables, deposits HEmEWEIE - ke k|
and prepayments L 26 3,296 2,184
Loans receivable I E TR 27 16,516 -
Held-for-trading investments  FH{EEERE 28 549,022 432,023
Convertible notes receivable JE W AT AR S 29 18,864 19,293
Bank balances - trust accounts #R7T4562—S5E0EF 30 4,177 5,209
Bank balances and cash WITHEB LIRS 31(a) 104,244 134,477
701,047 594,129
Current liabilities REAE
Accounts payable e ER X 32 4,444 6,081
Borrowings BE 33 43,268 -
Other payables and accruals  HihE[NFIB K EE A 3,137 3,263
50,849 9,344
Net current assets REVEEFRE 650,198 584,785
Total assets less current BEERRBAE
liabilities 665,184 780,329
Non-current liability FRBEMR
Deferred tax liability BERIBAE 34 142 484
Net assets EEFE 665,042 779,845
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CONSOLIDATED STATEMENT
OF FINANCIAL POSITION

e MR R R

At 31 December 2018
R-E—N\F+-A=+—8

2018 2017
—E-N\E —T—+F
Notes HK$’000 HK$°000
et FHET FET
Capital and reserves IR A R {48

Share capital AR AR 35(a) 27,677 27,577
Reserves & 35(b) 637,365 752,268

Total equity attributable to ARAREBEAREERERE
owners of the Company 665,042 779,845

The consolidated financial statements on pages 61 to 238
were approved and authorised for issue by the board of
directors on 22 March 2019 and are signed on its behalf
by:

Mr. Kitchell Osman Bin
Kitchell Osman Bin% 4%
Director

EE

FO61E238H VR AVERERER-_ZE—NEF
ZA-t+-BEsEeHENRIRENE  THh

THEERREE

Mr. Shimazaki Koji
WS U7 3= 7] S 4
Director

EE

2018 ik
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CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY
REERBER

For the year ended 31 December 2018
HE_Z—N\F+ZA=1+—HLLFE

Attributable to owners of the Company

KRAEE AR
Share  Investment
Share  Contributed Merger  Translation option  revaluation Other  Accumulated Total
capital surplus reserve reserve reserve reserve reserve losses equity
BE o BARE  ABE  REER  BRERE REBRRE  EREE  ZHER fiEs
HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT Tz TAT Az AT A AT Az AT
At 1 January 2017 RE-t5-F-A 2,741 1,694,668 909 3,461 31,262 - (3,980) (638,832 1,110,229
Loss for the year ENFR - - - - - - - (441038 (441,039)
Exchange differences arising on ~ EESRIMILERRES 258
translation of foreign operations £ - - - (440) - - - - (440)
Net loss on revaluation of SRTHERE BETE
available-for-sale investments - - - - - (64,351) - - (64,351)
Impairment loss on available-for- ~ WEHERE 2 FEEE
sale investments - - - - - 64,638 - - 64,638
Other comprehensive (expense)/  EMEHEE (F%) /WA
income for the year - - - (440) - 287 - - (153)
Total comprehensive (expense)/  £M2ME (F%) /WA LE
income for the year - - - (440) - 287 - (441,038) (441,191)
Shares issued BEIRS 4,836 105,971 - - - - - - 110,807
Cancellation of share options R - - - - (29417) - - 20417 -
At 31 December 2017 RET—tE+ZA=T-A 21577 1,800,639 909 3,021 1,845 287 (3,980)  (1,050,459) 779,845
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CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY

For the year ended 31 December 2018
HE_Z—\F+ZA=1+—HLLFE

Attributable to owners of the Company

FRARE RS
Share  Investment
Share  Contributed Merger  Translation option  revaluation Other Accumulated Total
capital surplus reserve reserve reserve reserve reserve losses equity

BE  BABR  AEE  BERE BRERR REEGER  RHBR  2iER 3
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEn T T Fi7 T Fi7 T Fi7 T

At 1 January 2018 RZE-\F-A-A 21577 1,800,639 909 3,021 1,845 21 (3,980) (1,050,453 779,845

Loss for the year EMFR - - - - - - - (117,563 (117,563)

Exchange differences arising on ~ AERMIEEBHEL 2 HR

translation of foreign operations %% - - - 224 - - - - 224
Net loss on revaluation of debt ~ EfEHERBEFE
securities - - - - - (1,524) - - (1,524)

Other comprehensive income/  FAEM2ERA/ (F%)
(expense) for the year - - - 224 - (1,524) - - (1,300)

Total comprehensive income/  £A2ERA/ (B%) 48

(expense) for the year - - - 224 - (1,524) - (117,563) (118,863)
Exercise of shares options IEERE 100 5,805 - - (1,845) - = = 4,060
At 31 December 2018 H-B-NEt=A=t-R MO 1,806,444 909 3,205 . (1231 (3980) (1168016 665,042

2018 Fiff EBSERZEERERAET 67



68

CONSOLIDATED STATEMENT OF CASH FLOWS

mE

For t

RERER

he year ended 31 December 2018

HE—_Z—N\F+_A=1+—HIFE

2018 2017
—ZE-NF —tF
Notes HK$’000 HK$°000
KtaF FET FA&T
OPERATING ACTIVITIES KeEEE
Loss before tax BrRATAIE B (117,905) (452,005)
Adjustments for: BRI FHE
Share of (profit)/loss of a JEfh—EAEhE
joint venture CaF)) E1E (3,521) 3,308
Impairment loss on AHHERE ZREEBE
available-for-sale
investments 21(a) - 64,638
Impairment loss on goodwill BB REEE 19 = 5,878
Impairment loss on B|LEERERBE
intangible assets 20 - 2,072
Loss on disposal PE—MEHBARZ
of a subsidiary gi] 41(c) - 7
Realised losses from sales HESBRAKIEEER
of listed equity ERAERE 22 #R
investments classified as &8
held-for-trading 8 6,130 87,589
Losses from changes in fair DERPBIEERMBEE
value of financial assets 2R EEBEIE
classified as held-for-
trading 106,674 236,238
Gain on initial recognition of M ERAIHHERE 2
available-for-sale Wz
investments 10 - (3,402)
Finance costs BATERAR 11 832 158
Dividend income from AHHERE ZIREKA
available-for-sale
investments 9 - (1,512)
Interest income on (EVECE P I=X N
debt securities 9 (678) (350)
Interest income on FEM AT AR =R 2 ) B
convertible notes WA
receivable 9 (1,740) (1,753)
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CONSOLIDATED STATEMENT OF CASH FLOWS
BREREBR

EHzx —=F

BlEr_=

For the year ended 31 December 2018
NE+=A=+—BILEE

2018 2017
=t BT — 4
Notes HK$’000 HK$°000
KtaF FET FA&T
Loss on disposal of HEWE HEMEEZ
property, plant %!
and equipment 10 44 168
Depreciation of property, M- BERERETE
plant and equipment 18 798 1,614
Gain on disposal of a joint HE—EeE ¥ s
venture 10 (7,098) -
Fair value loss on JEN AR R iR 2 A B
convertible &8
notes receivable 10 429 47,706
Net realised losses from HESBERBERBRIE
sales of listed equity NETERE LR
investments classified as & 2 BB EE
fair value through profit or HER
loss 8,075 -
Gain on derecognition of RIFERATRRER 2 E
day-one gain on — Rz 2 e
convertible notes 10 - (25,700)
Operating cash flows before LEESEHNKERERE
movements in working capital (7,960) (35,346)
Increase in loans receivable JE U & R N (16,516) -
(Increase)/decrease in FENRBRFR (3E0) R
accounts receivable (3,985) 1,046
(Increase)/decrease in other A FEIFRIE 1R & RIBI K
receivables, deposits (1gm md
and prepayments (1,112) 18,921
Decrease in amount due from e —RE& & EFIER D
a joint venture - 71
Proceeds from disposal of HEREEEREMEHIA
held-for-trading investments 326,413 500,016
Purchases of held-for-trading BERIFEERE
investments (556,216) (667,228)
Prepayment for film rights B 2 FERIE (3,900) -
Decrease in other payables Hib A RIER ERTER
and accruals Vo (126) (3,746)
2018 3% BEERZERARAR 69
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CONSOLIDATED STATEMENT OF CASH FLOWS

z?_ A Nl —1
A=) IE: %))ILE%%
For the year ended 31 December 2018
BHE_Z—\F+_A=1+—HILFE

2018 2017
—E-N\F S
Notes HK$’000 HK$°000
KtaF FET FA&T
Decrease/(increase) in bank IRITHEER— (EFERRP
balances - trust accounts L () 1,032 (3,179)
(Decrease)/increase in FERTRRIR CRL) /180
accounts payable (1,637) 2,001
NET CASH USED IN REFETAZEESFEE
OPERATING ACTIVITIES (264,007) (187,444)
INVESTING ACTIVITIES REER
Acquisition of a subsidiary I i — B AT 40(b) - (508)
Proceeds from disposal of a HE—MeEhE
joint venture FR1S 3R 23 150,000 -
Proceeds from disposal HENBARTEHIE
of subsidiaries 41 - 51,490
Proceeds from disposal of HEYE  WE K& E
property, plant Fr{S 5038
and equipment - 30,085
Purchase of property, plant BEME  BWENEE
and equipment 18 (381) (809)
Investment in available-for- RAEHEREZIRE
sale investments - (7,800)
Proceed from disposal of HEIERBABRAT
listed equity investments BYIRA EMRAE
classified as fair value FriS I8
through profit or loss 35,017 -
Interest income on debt BT 2 F WA
securities 9 678 350
Interest income on convertible  EURAAMRZE 2 F S A
notes receivable 9 1,740 1,753
Dividend income from AHEERE 2R EBA
available-for-sale
investments 9 - 1,512
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CONSOLIDATED STATEMENT OF CASH FLOWS
BERER

For the year ended 31 December 2018

e

£b 7T — T

Bz

—E-N\FtZA=T—HIEFE

2018 2017
—E-N\F —+F
Notes HK$’000 HK$’000
Ktat FET FETL
NET CASH GENERATED FROM R&EFEHEEZ
INVESTING ACTIVITIES REFHE 187,054 76,073
FINANCING ACTIVITIES AEEE
Net proceeds from BE—RESENRMEHIE
borrowings — margin loans JEiEE] 43,268 -
Proceeds from exercise of TR IREFTS R
share options 4,060 -
Interest paid BEAFE 11 (832) (158)
NET CASH GENERATED BMETHELE (EA) 2
FROMY/(USED IN) BeFHE
FINANCING ACTIVITIES 46,496 (158)
NET DECREASE IN CASH HERBESESEEERFHE
AND CASH EQUIVALENTS (30,457) (111,529)
CASH AND CASH R—B—HBzRERBELEE
EQUIVALENTS AT 1 HH
JANUARY 134,477 246,446
Effect of foreign exchange (RS o=
rate changes 224 (440)
CASH AND CASH Rt-A=t—HZBREK
EQUIVALENTS AT 31 R&%EER
DECEMBER
Represented by bank BIRTER KRS
balances and cash 31(a) 104,244 134,477
2018 Fif EEEREBREREAT
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018

o
B

1.

- N\FT+ZA=+—HILFE

GENERAL

The Company is a public limited company incorporated
in Bermuda as an exempted company with limited
liability under the Companies Act 1981 of Bermuda
and its shares are listed on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). The
addresses of the registered office and principal place
of business of the Company are disclosed in the
“Corporate Information” to the annual report.

The Company acts as an investment holding company.
During the Year under Review, the Group were
principally engaged in integrated financial services,
investment holdings, computer graphic imaging
(“CGI”), cultural and entertainment business. The
integrated financial services were comprised of
securities investments and proprietary trading, the
provision of securities brokerage services, margin
financing services and money lending services. Details
of principal activities of its subsidiaries are set out
in note 44.

The consolidated financial statements are presented
in Hong Kong dollar (“HK$”), which is also the
functional currency of the Company.

APPLICATION OF NEW AND REVISED

HONG KONG FINANCIAL REPORTING

STANDARDS (“HKFRSs”)

(a) Overview
The Hong Kong Institute of Certified Public
Accountants (“HKICPA”) has issued a number of
new HKFRSs and amendments to HKFRSs that
are first effective for the current accounting period
of the Group. Of these, the following developments
are relevant to the Group’s financial statements:

HKFRS 9 Financial instruments

HKFRS 15 Revenue from contracts with

customers
HK(IFRIC)-Int 22 Foreign currency transactions
and advance consideration
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

For the year ended 31 December 2018
HE-Z—\F+-_A=1+—HLLFE

APPLICATION OF NEW AND REVISED 2. FERAFTRKEITEENBREE

HONG KONG FINANCIAL REPORTING B ([ERMHHREEL]) @)

STANDARDS (“HKFRSs”) (continued)

(a) Overview (continued) (@ ®ME (&)
The Group has not applied any new standard NEEIWEE AR EE MR
or interpretation that is not yet effective for the SR ERFEANRE D
current accounting period, except for the B RS ERIFRIEE AF
amendments to HKFRS 9, Prepayment features BHENRIERFEBESTS
with negative compensation which have been B 7% 3 45 2 B 55955 7] B 4R A B
adopted at the same time as HKFRS 9. G o

(b) HKFRS 9, Financial instruments, including (b) BERVKREERNFEIFMET
the amendments to HKFRS 9, Prepayment B BEEBMKREELFE
features with negative compensation B3R EEEHENREINER

i

HKFRS 9 replaces HKAS 39, Financial BEAVMBRELEBBSRIARSE
instruments: recognition and measurement. It BEETERFEIRM B LA «
sets out the requirements for recognising and REETE -HBINMBEE U1
measuring financial assets, financial liabilities BENEEIFMBEEENTSE
and some contracts to buy or sell non-financial N2 HERRETEHE °
items.
The Group has applied HKFRS 9 retrospectively REBECKRBRAEHRTYH T
to items that existed at 1 January 2018 in —N\F—HA—HEFEEMIEHEY
accordance with the transition requirements. JERE B EIREER|FIH - K
The Group has recognised the cumulative effect SECRERERNRFATE
of initial application as an adjustment to the REBH_ZT—-NF—-—H—B8H
opening equity at 1 January 2018. Therefore, IRETRHAZE o At L ETE R4
comparative information continues to be BIRBER G ERIFEI9MmE

reported under HKAS 39.

Further details of the nature and effect of the PRI BREHNEERTE
changes to previous accounting policies and AN GEE AR E — S B S a0
the transition approach are set out below: N

2018 il EBFBBIERERAR
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018

- N\FT+ZA=+—HILFE

APPLICATION OF NEW AND REVISED

HONG KONG FINANCIAL REPORTING

STANDARDS (“HKFRSs”) (continued)

(b) HKFRS 9, Financial instruments, including
the amendments to HKFRS 9, Prepayment
features with negative compensation
(continued)

o
B

2.

(i

Classification of financial assets and
financial liabilities

HKFRS 9 categories financial assets into
three principal classification categories:
measured at amortised cost, at fair value
through other comprehensive income
(“FVOCI”) and at fair value through profit
or loss (“FVPL”). These supersede HKAS
39’s categories of held-to-maturity
investments, loans and receivables,
available-for-sale financial assets and
financial assets measured at FVPL. The
classification of financial assets under
HKFRS 9 is based on the business model
under which the financial asset is
managed and its contractual cash flow
characteristics. Under HKFRS 9,
derivatives embedded in contracts where
the host is a financial asset in the scope
of the standard are not separated from
the host. Instead, the hybrid instrument
as a whole is assessed for classification.

The following table shows the original
measurement categories for each class
of the Group’s financial assets under
HKAS 39 and reconciles the carrying
amounts of those financial assets
determined in accordance with HKAS 39
to those determined in accordance with
HKFRS 9.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

For the year ended 31 December 2018
HE_ZT-N\F+A=t+—HILLFE

APPLICATION OF NEW AND REVISED 2. FEARAFITREEITEBUHRELE
HONG KONG FINANCIAL REPORTING Bl (EBUBHRERED]) @)
STANDARDS (“HKFRSs”) (continued)

(b) HKFRS 9, Financial instruments, including (b) BERMBEHRSERNFSFEMBET
the amendments to HKFRS 9, Prepayment B BREEBVKREERFR
features with negative compensation B34 EEEHENREAER
(continued) B (&)

(i)  Classification of financial assets and () HBEERMBEEENS
financial liabilities (continued) B (&)
HKAS 39 HKFRS 9
carrying carrying
amount at amount at
31 December 1 January
2017 Reclassification Remeasurement 2018
RZE-N\F
R=B-t%F -B-AH
+=B=+-H BB
EBaEs HHEERER
B REE BH7E EfitE  FOREEE
HK$'000 HK$°000 HK$°000 HK$'000
FiET T FiE FiBT

Financial assets carried at  REHRAFIEN

amortised cost HHEE
Bank balances and cash BTEBRERE 134,477 - - 134,477
Bank balances - trust BB -ERARP
accounts 5,209 - - 5,209
Accounts receivable FEYR R 943 - - 943
Other receivables Eth YA 405 - - 405
141,034 - - 141,034
Financial assets measured FBEM2ENA
at FVOCI (recycling) BOTESIRE
BBEE (Ek)
Debt securities (note (i) E®ES (W) - 8,086 - 8,086
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

A M ERRME

For the year ended 31 December 2018
BHE_Z-N\F+ZA=+—HILLFE

2.

APPLICATION OF NEW AND REVISED 2. FEARAFITREEITEBUHRELE
HONG KONG FINANCIAL REPORTING Bl (EBUBHRERED]) @)
STANDARDS (“HKFRSs”) (continued)

(b) HKFRS 9, Financial instruments, including (b) BERMBEHRSERNFSFEMBET
the amendments to HKFRS 9, Prepayment B BREEBVKREERFR
features with negative compensation B34 EEEHENREAER
(continued) B (&)

(i) Classification of financial assets and () HEBEEERIBEEENS
financial liabilities (continued) B (B)
HKAS 39 HKFRS 9
carrying carrying
amount at amount at
31 December 1 January
2017 Reclassification Remeasurement 2018
R-E-N\EF
RZE-t& -R-H
+=A=+-H ]
ERgEa BB
EI0HREE B0 EXtE  EORKEE
HK$'000 HK$000 HK$000 HK$'000
FET FATL TAET FiET
Financial assets carried BB %A FEFIRE
at FVPL HHEE
Convertible notes receivable WA HKZE
(note (i) (it i) 19,293 - - 19,293
Equity securities not held for T3F#{FEENRAZ A
trading (note (i) (hrz(iy) - 43,092 - 43,092
Held-for-trading investments #{EEERE (A1)
(note (i) 432,003 - - 432,023
451,316 43,092 - 494,408
Financial assets classified HEEESHEHF30%
at available-for-sale under 2EATHEENHK
HKAS 39 (notes (i), (i) ~ BE (M) (i) 51,178 (51,178) - -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

For the year ended 31 December 2018
BHE_Z—)\F+_A=1+—HILFE

APPLICATION OF NEW AND REVISED 2. EAFIIRLETEBMEHRELE
HONG KONG FINANCIAL REPORTING A ([ FBMHEREER]) @)

STANDARDS (“HKFRSs”) (continued)
(b) HKFRS 9, Financial instruments, including (b)
the amendments to HKFRS 9, Prepayment
features with negative compensation
(continued)
(i) Classification of financial assets and

financial liabilities (continued)
Notes:

(i) Under HKAS 39, debt securities were
classified as available-for-sale financial
assets. They are classified as at FVOCI
(recycling) under HKFRS 9.

(ii) Under HKAS 39, equity securities not
held for trading were classified as
available-for-sale financial assets. These
equity securities are classified as at
FVPL under HKFRS 9, unless they are
eligible for and designated at FVOCI by
the Group.

(iii) Held-for-trading investments and
convertible notes receivable were
classified as financial assets at FVPL
under HKAS 39. These assets continue
to be measured at FVPL under HKFRS
9.

For an explanation of how the Group
classifies and measures financial assets
and recognises related gains and losses
under HKFRS 9, see accounting policy
notes in notes 3(m), (n)(i), (0) and (p).

BRMBHREENLOSNMHET
A BEEBMBREERFER
BRI - ARREHENREAEN
B (B
() HBEERMEEENS
& (&)
Fifet -

0] RIEFEGTERSE
395k - BEHEHFDE
RARHERTEE -
HRBEEEFHRELE
AR D EREBE
2 ERAZ A FES
fr (@) -

(ii) REBEBEESEERE
395 - WIIHIEEE
AR ANGE 5 D M8 A AT i
HEMBKEE - ZER
REHBIEE SR
HEBIFIRDIEASE
BIBSIR AT AR
BRIEFEERBEASE
T AABREMEE
W AIZ DB R -

(i)  FHEEEREMEKRA]
MR RBREEE SR
HAFEIENERE
BERRNTETIIRE
MG EE - ZFEER
BEBUBHREERE
KA EABEERA
FEIIRAE -

BRASENARERE
B HREERFESR D AR
SHEMBEENER AR
Wk BEOERE F2
B FE3(m) ~(n)(i) *(0) K2 (p)
R R ST BR MY
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
E MR R M

For the year ended 31 December 2018

BEr_—=

2.

NE+ZA=+—HILFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

(b) HKFRS 9, Financial instruments, including
the amendments to HKFRS 9, Prepayment
features with negative compensation
(continued)

0]

(ii)

Classification of financial assets and
financial liabilities (continued)

The measurement categories for all
financial liabilities remain the same. The
carrying amounts for all financial liabilities
at 1 January 2018 have not been impacted
by the initial application of HKFRS 9.

The Group did not designate or de-
designate any financial asset or financial
liability at FVPL at 1 January 2018.

Credit losses

HKFRS 9 replaces the “incurred loss”
model in HKAS 39 with the expected
credit loss (“ECL”) model. The ECL model
requires an ongoing measurement of
credit risk associated with a financial
asset and therefore recognises ECLs
earlier than under the “incurred loss”
accounting model in HKAS 39.

The Group applies the new ECL model
to the following items:

- financial assets measured at
amortised cost (including bank
balances - trust accounts, bank
balances and cash, loans receivable,
accounts receivable and other
receivables); and
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

For the year ended 31 December 2018
BHE_Z—)\F+_A=1+—HILFE

APPLICATION OF NEW AND REVISED 2. EAFIIRLETEBMEHRELE

HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)
(b) HKFRS 9, Financial instruments, including (b)
the amendments to HKFRS 9, Prepayment
features with negative compensation
(continued)

B ([EFBMBHREER]) @

BRMBHREENLOSNMHET
A BEEBMBREERFER
BRI - ARREHENREAEN
B (B

(i)  Credit losses (continued) (i) EEESE (&)
- debt securities measured at FVOCI - FEREAMEEKA
(recycling). BAFETENE
BEH(BEK)-
For further details on the Group’s ERAEBEBAREEEBE
accounting policy for accounting for I RENEITHERNE
credit losses, see note 3(n)(i). — 15 B2 M)
(i) °
(iii)  Transition (i) #EE
Changes in accounting policies resulting AR N E B B 15w & 2 8|

from the adoption of HKFRS 9 have been
applied retrospectively, except as
described below:

O ME MM BH RS
HEEYER LT A
ERS

- Information relating to comparative - WM BEEEEN
periods has not been restated. BRARTES - AR
Differences in the carrying amounts ME B GRS L
of financial assets resulting from Bl 25955 M & B Ay Bt
the adoption of HKFRS 9 are BEERBEEBEER
recognised in accumulated losses R-ZZ—-—N\F—H

and reserves as at 1 January 2018.
Accordingly, the information
presented for 2017 continues to be
reported under HKAS 39 and thus
may not be comparable with the
current period.
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{EETER - Bt - 3h
—E—LEFZ2IH
BREBRIEEE
& 5 % A 553957 )
& BT g s AR
AREAE L8R o

2018 3l EEREBERERAS

79



80

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

E R R M

For the year ended 31 December 2018
BHEZZ-)\F+_A=1+—HIFE
2. APPLICATION OF NEW AND REVISED 2.
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)
(b) HKFRS 9, Financial instruments, including (b)
the amendments to HKFRS 9, Prepayment
features with negative compensation
(continued)
(iii)  Transition (continued)
- The following assessments have
been made on the basis of the
facts and circumstances that
existed at 1 January 2018 (the date
of initial application of HKFRS 9
by the Group):

- the determination of the
business model within which
a financial asset is held.

- If, at the date of initial application,
the assessment of whether there
has been a significant increase in
credit risk since initial recognition
would have involved undue cost or
effort, a lifetime ECL has been

recognised for that financial
instrument.
(c) HKFRS 15, Revenue from contracts with (c)

customers

HKFRS 15 establishes a comprehensive
framework for recognising revenue and some
costs from contracts with customers. HKFRS
15 replaces HKAS 18, Revenue, which covered
revenue arising from sale of goods and
rendering of services, and HKAS 11, Construction
contracts, which specified the accounting for
construction contracts.

The adoption of HKFRS 15 does not have any

material impact on the financial position and
the financial result of the Group.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

(d)

HK(IFRIC)-Int 22, Foreign currency
transactions and advance consideration
This interpretation provides guidance on
determining “the date of the transaction” for
the purpose of determining the exchange rate
to use on initial recognition of the related asset,
expense or income (or part of it) arising from
a transaction in which an entity receives or pays
advance consideration in a foreign currency.

The Interpretation clarifies that “the date of the
transaction” is the date on initial recognition of
the non-monetary asset or liability arising from
the payment or receipt of advance consideration.
If there are multiple payments or receipts in
advance of recognising the related item, the
date of the transaction for each payment or
receipt should be determined in this way. The
adoption of HK(IFRIC)-Int 22 does not have any
material impact on the financial position and
the financial result of the Group.

For the year ended 31 December 2018
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018

o
B

3.

- N\FT+ZA=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(a)

Statement of compliance

These financial statements have been prepared
in accordance with all applicable HKFRSs,
which collective term includes all applicable
individual HKFRSs, Hong Kong Accounting
Standards (“HKASs”) and Interpretations issued
by the HKICPA, accounting principles generally
accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies
Ordinance. These financial statements also
comply with the applicable disclosure provisions
of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited
(the “Listing Rules”). Significant accounting
policies adopted by the Group are disclosed
below.

The HKICPA has issued certain new and revised
HKFRSs which are first effective or available
for early adoption for the current accounting
period of the Group. Note 2 provides information
on any changes in accounting policies resulting
from initial application of these developments
to the extent that they are relevant to the Group
for the current and prior accounting periods
reflected in these financial statements.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e W B HRRMNE

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(b)

Basis of preparation of the financial
statements

The consolidated financial statements for the
year ended 31 December 2018 comprise the
Company and its subsidiaries (together referred
to as the “Group”).

I[tems included in the financial statements of
each entity in the Group are measured using
the currency of the primary economic
environment in which the entity operates (the
currency”). These
statements are presented in Hong Kong dollars
(“HK$”), rounded to the nearest thousand
except for per share data. Hong Kong dollar is
the Company’s functional and the Group’s
presentation currency.

“functional financial

The measurement basis used in the preparation
of the financial statements is the historical cost
basis except for other financial assets, held-
for-trading investments and convertible notes
receivable (see note 3(m)), which are stated at
their fair value, as explained in the accounting
policies set out below.

The preparation of financial statements in
conformity with HKFRSs requires management
to make judgements, estimates and assumptions
that affect the application of policies and
reported amounts of assets, liabilities, income
and expenses. The estimates and associated
assumptions are based on historical experience
and various other factors believed to be
reasonable under the circumstances, the results
of which form the basis of making the
judgements about carrying amounts of assets
and liabilities not readily apparent from other
sources. Actual results may differ from these
estimates.

3.

(b)

For the year ended 31 December 2018
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018

o
B

3.

—NNFTZA=T—BLFR

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(b)

(c)

Basis of preparation of the financial
statements (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.

Judgements made by management in the
application of HKFRSs that have significant
effect on the financial statements and major
sources of estimation uncertainty are discussed
in note 4.

Subsidiaries

Subsidiaries are entities controlled by the
Group. The Group controls an entity when it is
exposed, or has rights, to variable returns from
its involvement with the entity and has the
ability to affect those returns through its power
over the entity. When assessing whether the
Group has power, only substantive rights (held
by the Group and other parties) are considered.

An investment in a subsidiary is consolidated
into the consolidated financial statements from
the date that control commences until the date
that control ceases. Intra-group balances,
transactions and cash flows and any unrealised
profits arising from intra-group transactions are
eliminated in full in preparing the consolidated
financial statements. Unrealised losses resulting
from intra-group transactions are eliminated in
the same way as unrealised gains but only to
the extent that there is no evidence of

impairment.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e W B HRRMNE

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(c)

Subsidiaries (continued)

Changes in the Group’s interests in a subsidiary
that do not result in a loss of control are
accounted for as equity transactions, whereby
adjustments are made to the amounts of
controlling and non-controlling interests within
consolidated equity to reflect the change in
relative interests, but no adjustments are made
to goodwill and no gain or loss is recognised.

When the Group loses control of a subsidiary,
it is accounted for as a disposal of the entire
interest in that subsidiary, with a resulting gain
or loss being recognised in profit or loss. Any
interest retained in that former subsidiary at
the date when control is lost is recognised at
fair value and this amount is regarded as the
fair value on initial recognition of a financial
asset (see note 3(m)) or, when appropriate, the
cost on initial recognition of an investment in
an associate or joint venture.

In the Company’s statement of financial
position, an investment in a subsidiary is stated
at cost less impairment losses (see note 3(n)(ii)),
unless the investment is classified as held for
sale (or included in a disposal group that is
classified as held for sale).

3. FE

For the year ended 31 December 2018
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

)

B RS R AR MR

For the year ended 31 December 2018

7 —

Ble— 23

3.

—NF+=AZt+—AILER
SIGNIFICANT ACCOUNTING POLICIES

(continued)
(d) Revenue recognition

Revenue is measured at the fair values of the

consideration received or receivable.

Brokerage related commission income and
clearing fee income are recognised on a trade
date basis when the relevant transactions are

executed.

Dividend income from investments is recognised
when the shareholder’s rights to receive

payment have been established.

Interest income from a financial asset is
recognised when it is probable that the
economic benefits will flow to the Group and
the amount of income can be measured reliably.
Interest income is accrued on a time basis, by
reference to the principal outstanding and at
the effective interest rate applicable, which is
the rate that exactly discounts the estimated
future cash receipts through the expected life
of the financial asset to that asset’s net carrying

amount on initial recognition.

Royalty income from the licensing of trademarks
and copyrights is generally recognised in
periods when royalties are reported by licensees

about the related product sales.

Income from the sales of equity securities is

recognised on a trade date basis.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e W B HRRMNE

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(e)

Property, plant and equipment

Property, 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.

Depreciation is recognised so as to write off
the cost of assets less their residual values
over their estimated useful live, 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.

Historical cost includes expenditure that is
directly attributable to the acquisition of the
items.

An asset’s carrying amount is written down
immediately to its recoverable amount if the
asset’s carrying amount is greater than its
estimated recoverable amount.

An item of property, 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 property,
determined as the difference between the sales
proceeds and the carrying amount of the asset
and is recognised in profit or loss.

plant and equipment is

3. FE

(e)

BB (5)

For the year ended 31 December 2018

BE_T-\Ft_A=1—HLLFE

i

M - BERRE

W BB LREREE BN
IR AR ANME IR R & REHTE &
HgZAREBE(NE)FIR-

FEDREBEMAFAIRFEH UE
AOER BB G ET R R E B
R AT AT A F - FIERE
BENFETEEESRERRE
B I 3% 7B B R S AR (A 5T

BEERABHEEBREERESE
HFISE o

W& ENREESNEMGFTK
(o] & %8 - I E B (B A0 i OB =
AU el 5 -

WE BWELREBRENHENK
ERHBEERZEESTSE
HEOR TR M 2 B 42 I ERERR - 10
WE BB LREREB L&
BEREAZENEBRHEMS
REFRAEERAERNZER
BEE - WNBE TR -

2018 3l EBEEER

87



88

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
E MR R M

For the year ended 31 December 2018

BEr_—=

3.

—N\F+ZA=+—HItFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(f)

Leasing

Leases are classified as finance leases whenever
the terms of the lease transfer substantially all
the risks and rewards of ownership to the
lessee. All other leases are classified as
operating leases.

Operating lease payments are recognised as
an expense on a straight-line basis over the
lease term, except where another systematic
basis is more representative of the time pattern
in which economic benefits from the leased
asset are consumed. Contingent rentals arising
under operating leases are recognised as an
expense in the period in which they are incurred.

In the event that lease incentives are received
to enter into operating leases, such incentives
are recognised as a liability. The aggregate
benefit of incentives is recognised as a
reduction of rental expense on a straight-line
basis, except where another systematic basis
is more representative of the time pattern in
which economic benefits from the leased asset
are consumed.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(f)

Leasing (continued)

When the Group makes payment for a property
interest which a lease includes both leasehold
land and building elements, the Group assesses
the classification of each element separately
based on the assessment as to whether
substantially all the risks and rewards incidental
to ownership of each element have been
transferred to the Group, unless it is clear that
both elements are operating leases in which
case the entire property is accounted as an
operating Specifically,
consideration (including any lump-sum upfront
payments) are allocated between the leasehold
land and the building elements in proportion to
the relative fair values of the leasehold interests
in the land element and building element at
initial recognition.

lease. the entire

To the extent the allocation of the relevant
payments can be made reliably, interest in
leasehold land that is accounted for as an
operating lease is presented as “prepaid lease
payments” in the consolidated statement of
financial position and is amortised over the
lease term on a straight-line basis. When the
lease payments cannot be allocated reliably
between the land and building elements, the
entire property is generally classified as if the
leasehold land is under finance lease.

3. FE

f)

BB (5)

E IR M

For the year ended 31 December 2018
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018

EH — =
Blr 3

3.

==

NF+ZA=+—BILER

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(9)

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 exchange prevailing at the dates of the
transactions. At the end of each 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 at 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 on monetary items are
recognised in profit or loss in the period in
which they arise.

Functional currency of a group entity is changed
only if there is a change to the underlying
transactions, events and conditions that are
relevant to the entity. Such effect is accounted
for prospectively at the date of change, the
entity translates all items into the new functional
currency using the prevailing exchange rate at
the date of the change. The resulting translated
amounts for non-monetary items are treated as
their historical cost. Exchange differences
arising from the translation of a foreign operation
previously recognised in comprehensive income
are not reclassified from equity to profit or loss
until the disposal of the operation.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e W B HRRMNE

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(9)

(h)

U]

Foreign currencies (continued)

For the purposes of presenting consolidated
financial statements, the assets and liabilities
of the Group’s foreign operations are translated
into the presentation currency of the Group (i.e.
HKS$) using exchange rates prevailing at the end
of each reporting period. Income and expense
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 dates of
the transactions are used. Exchange differences
arising, if any, are recognised in other
comprehensive income and accumulated in
equity under the heading of translation reserve.

Retirement benefit costs

Payments to the Mandatory Provident Fund
Scheme (“MPF Scheme”) are recognised as an
expense when employees have rendered service
entitling them to the contributions.

Equity-settled share-based payment
transactions

Share options granted to employees

The fair value of the equity-settled share-based
payments determined at the grant date without
taking into consideration all non-market vesting
conditions is expensed on a straight-line basis
over the vesting period, based on the Group’s
estimate of option that will eventually vest, with
a corresponding increase in equity (share option
reserve).

3. IFESHEEX#)

(9)

(h)

U]
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018
BHE_Z—\F+_A=1+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

EBEHBE (5)

i

92

U]

Equity-settled share-based payment
transactions (continued)

Share options granted to individuals other
than employees

Share options issued in exchange for goods or
services are measured at the fair value of the
goods or services received, unless that fair
value cannot be estimated reliably, in which
case the goods or services received are
measured by reference to the fair value of the
share options granted. The fair values of the
goods or services received are recognised as
expenses, with a corresponding increase in
equity (share option reserve), when the Group
obtains the goods or when the counterparties
render services, unless the goods or services
qualify for recognition as assets.

At the end of each reporting period, the Group
revises its estimate of the number of options
that are expected to vest based on assessment
of all relevant non-market vesting conditions.
The impact of the revision of the original
estimates, if any, is recognised in profit or loss
such that the cumulative expense reflects the
revised estimate, with a corresponding
adjustment to share option reserve.

For share options that vest immediately at the
date of grant, the fair value of the share options
granted is expensed immediately to profit or
loss.

When share options are exercised, the amount
previously recognised in share option reserve
will be transferred to share premium. When the
share options are forfeited after the vesting date
or are still not exercised at the expiry date, the
amount previously recognised in share option
reserve will be transferred to accumulated
losses.

Annual Report 2018 IMAGI INTERNATIONAL HOLDINGS LIMITED

U]

DEREECREINRS
(&)
KT 1E S AL AV AN < B 1E

s T B B AN ELA 2 BB R i
s AR R M ETT
) B A T 9% T U 3 78 o Bk AR 7%
MRFESE BRIFRFEEE
AISERTE - EULIBER T PRI RIS
mAMBL2ERRHBRENR
FEAE - EASERSEMEL
HFTRERBE - FUREIERE
MRS R FERER SR
3 48 FE 3% Hn # o5 (BB A AE &t 818
) BRIFmmERB N & ERHE

REREHR NEBREHHR
B AR IET 5 5 B R R
CHESSEE ) Lol dbe 2 - esh:y
et BB BE I BT E
(A )R E % iR LA R F
X RBREAERT T - B R
(el Rk

RELBRAERB XL
Ptz AT ERIR R ERSEH

ERREETER  CRERE
fmTHRIAZSBERERERN
w8 - BN B B R
RSN B BN AETRE 2
RERERETER S RHE
MEREBE-



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3. 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 before tax” as reported in the consolidated
statement of profit or loss and other
comprehensive income because of items 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. In addition,
deferred tax liabilities are not recognised if the
temporary difference arises from
recognition of goodwill.

initial
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018
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==

NF+ZA=+—BILER

SIGNIFICANT ACCOUNTING POLICIES

(continued)

)]

Taxation (continued)

Deferred tax liabilities are recognised for taxable
temporary differences
investments in subsidiaries and interest in a
joint venture, 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

associated with

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.

The carrying amount of deferred tax assets is
reviewed at the end of each of 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.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

E IR M

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

)]

(k)

Taxation (continued)

Current and deferred tax are recognised in profit
or loss, except when it relates 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.

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

FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018

EH — =
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==

NE+ZA=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(k)

Business combinations and goodwill
(continued)

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

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

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

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

profit or loss as a gain on bargain purchase.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e W B HRRMNE

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(k)

Business combinations and goodwill
(continued)

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

Impairment is determined by assessing the
recoverable amount of the cash-generating unit
(group of cash generating units) to which the
goodwill relates. Where the recoverable amount
of the cash-generating unit (group of cash-
generating units) is less than the carrying
amount, an impairment loss is recognised.

An impairment loss recognised for goodwill is
not reversed in a subsequent period. Where
goodwill
generating unit (or group of cash-generating
units) and part of the operation within that unit
is disposed of, the goodwill associated with

has been allocated to a cash-

the operation disposed of is included in the
carrying amount of the operation when
determining the gain or loss on the disposal.
Goodwill disposed of in these circumstances
is measured based on the relative value of the
operation disposed of and the portion of the
cash-generating unit retained.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018

o
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3.

==

NFHZA=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

m

Intangible assets

Intangible assets acquired separately
Intangible assets acquired separately are
measured on initial recognition at cost. The cost
of intangible assets acquired in a business
combination is the fair value at the date of
acquisition. The useful lives of intangible assets
are assessed to be either finite or indefinite.
Intangible assets with finite lives are subsequently
amortised over the useful economic life and
assessed for impairment whenever there is an
indication that the intangible asset may be
impaired. The amortisation period and the
amortisation method for an intangible asset with
a finite useful life are reviewed at least at each
financial year end.

Intangible assets with indefinite useful lives are
tested for impairment annually either individually
or at the cash-generating unit level. Such
intangible assets are not amortised. The useful
life of an intangible asset with an indefinite life
is reviewed annually to determine whether the
indefinite life assessment continues to be
supportable. If not, the change in the useful
life assessment from indefinite to finite is
accounted for on a prospective basis.
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3.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

(continued)

m

Intangible assets (continued)

Intangible assets acquired separately
(continued)

CGlI animation pictures

CGl animation pictures, which represent CGI
animation pictures in which the Group retains

ownership, consist of film rights of completed
CGI animation pictures and CGI animation
pictures of which the productions are still in
progress.

CGl animation pictures in progress are stated
at costs incurred to date, including all the costs
directly attributable to the CGI animation
pictures in progress and borrowing costs
capitalised, less accumulated impairment
losses. Upon completion and release of the CGl
animation pictures, the costs are amortised
based on the proportion of actual income
earned during the year to the estimated total
income expected to be generated from the
relevant CGl animation pictures.

Completed CGI animation pictures are stated
at cost incurred to date, representing all the
costs directly attributable to the completed CGI
animation pictures and borrowing costs
capitalised, less accumulated amortisation and
accumulated impairment losses.

An intangible asset is derecognised on disposal,
or when no future economic benefits are
expected from use or disposal. Gains and
losses arising from derecognition of an
intangible asset, measured as the difference
between the net disposal proceeds and the
carrying amount of the asset, are recognised

in profit or loss when the asset is derecognised.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018

o
B

3.

—N\NE+=A=+—BILER

SIGNIFICANT ACCOUNTING POLICIES

(continued)

m

Intangible assets (continued)

Intangible assets acquired separately
(continued)

Intangible assets acquired in a business
combination

Intangible assets acquired in a business
combination and recognised separately from
goodwill are initially recognised at their fair
value at the acquisition date (which is regarded
as their cost).

Subsequent to initial recognition, intangible
assets acquired in a business combination are
reported at cost less accumulated amortisation
and accumulated impairment losses, on the
same basis as intangible assets that are
acquired separately.

Trading rights

Trading rights represent the eligibility rights to
trade on or through the Stock Exchange and
Hong Kong Futures Exchange Limited with
indefinite useful lives. They are carried at cost
less accumulated impairment losses. The
trading rights have no foreseeable limit to the
period over which the Group can use to
generate net cash flows. As a result, the trading
rights are considered by the management of
the Group as having an indefinite useful life
because they are expected to contribute to net
cash flows indefinitely. The trading rights will
not be amortised until their useful lives are
determined to be finite. Instead they will be
tested for impairment annually and whenever
there is an indication that they may be impaired.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e W B HRRMNE

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

m

(m)

Intangible assets (continued)

Film rights

Film right investments are the Group’s
investments in film production project which
entitles the Group to share certain percentage
of income to be generated from the related film
based on the proportion of investments amounts
as specified in respective film right investments
agreements.

Film right investments are stated at cost, less
any identified impairment loss. The costs of
film right investments are recognised as
expenses in cost of sales upon the entitlement
of income in accordance with respective film
right investment agreements.

Derecognition of intangible assets

An intangible asset is derecognised on disposal,
or when no future economic benefits are
expected from use or disposal. Gains and
losses arising from derecognition of an
intangible asset, measured as the difference
between the net disposal proceeds and the
carrying amount of the asset, are recognised
in profit or loss when the asset is derecognised.

Other investments in debt and equity
securities

The Group’s policies for investments in debt
and equity securities, other than investments
in subsidiaries and joint ventures, are set out
below.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018
BHE_Z—\F+_A=1+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(m)

Other investments in debt and equity
securities (continued)

Investments in debt and equity securities are
recognised/derecognised on the date the Group
commits to purchase/sell the investment. The
investments are initially stated at fair value plus
directly attributable transaction costs, except
for those investments measured at FVPL for
which transaction costs are recognised directly
in profit or loss. For an explanation of how the
Group determines fair value of financial
instruments, see note 6(c). These investments
are subsequently accounted for as follows,
depending on their classification.

(a) Policy applicable from 1 January 2018

Investments other than equity investments
Non-equity investments held by the
Group are classified into one of the
following measurement categories:

- amortised cost, if the investment
is held for the collection of
contractual cash flows which
represent solely payments of
principal and interest. Interest
income from the investment is
calculated using the effective
interest method (see note 3(d)).
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(m) Other investments in debt and equity
securities (continued)

Policy applicable from 1 January 2018

(continueq)

Investments other than equity investments

(continued)

(a

FVOCI - recycling, if the contractual
cash flows of the investment comprise
solely payments of principal and
interest and the investment is held
within a business model whose
objective is achieved by both the
collection of contractual cash flows
and sale. Changes in fair value are
recognised in other comprehensive
income, except for the recognition in
profit or loss of expected credit
losses, interest income (calculated
using the effective interest method)
and foreign exchange gains and
losses. When the investment is
derecognised, the amount
accumulated in other comprehensive
income is recycled from equity to
profit or loss.

FVPL, if the investment does not
meet the criteria for being measured
at amortised cost or FVOCI
(recycling). Changes in the fair
value of the investment (including
interest) are recognised in profit or
loss.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018
BHE_Z—\F+_A=1+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. EESFBEE#)
(continued)
(m) Other investments in debt and equity (m) REERBRAIZIHNEMZE
securities (continued) (&)
(a) Policy applicable from 1 January 2018 (a EBH=-ZE-NFE—F—H#
(continued) BRAMBKE (&

Equity investments

An investment in equity securities is
classified as FVPL unless the equity
investment is not held for trading
purposes and on initial recognition of the
investment the Group makes an election
to designate the investment at FVOCI
(non-recycling) such that subsequent
changes in fair value are recognised in
other comprehensive income. Such
elections are made on an instrument-by-
instrument basis, but may only be made
if the investment meets the definition of
equity from the issuer’s perspective.
Where such an election is made, the
amount accumulated in other
comprehensive income remains in the fair
value reserve (non-recycling) until the
investment is disposed of. At the time of
disposal, the amount accumulated in the
fair value reserve (non-recycling) is
transferred to retained earnings. It is not
recycled through profit or loss. Dividends
from an investment in equity securities,
irrespective of whether classified as at
FVPL or FVOCI, are recognised in profit
or loss as other income in accordance
with the policy.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(m) Other investments in debt and equity
securities (continued)

(b)

Policy applicable prior to 1 January
2018

Investments in securities held for trading
were classified as financial assets
measured at FVPL. Any attributable
transaction costs were recognised in
profit or loss as incurred. At the end of
each reporting period the fair value was
remeasured, with any resultant gain or
loss being recognised in profit or loss.

Dated debt securities that the Group had
the positive ability and intention to hold
to maturity were classified as held-to-
maturity securities. Held-to-maturity
securities were stated at amortised cost
(for impairment see note 3(n)(i) — policy
applicable prior to 1 January 2018).

Investments which did not fall into any
of the above categories were classified
as available-for-sale financial assets. At
the end of each reporting period the fair
value was remeasured, with any resultant
gain or loss being recognised in other
comprehensive income and accumulated
separately in equity in the fair value
reserve (recycling). Dividend income from
equity investments and interest income
from debt securities calculated using the
effective interest method were recognised
in profit or loss in accordance with the
policies set out in note 3(d). Foreign
exchange gains and losses arising from
debt securities were also recognised in
profit or loss. When the investments were
derecognised or impaired (see note 3(n)
(i) — policy applicable prior to 1 January
2018), the cumulative gain or loss
recognised in equity was reclassified to
profit or loss.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
rE MR AR M

For the year ended 31 December 2018
BHE_Z-N\F+ZA=+—HILLFE

SIGNIFICANT ACCOUNTING POLICIES

3.

(continued)

(n)  Credit losses and impairment of assets
Credit losses from financial

(i

instruments

(a) Policy applicable from 1 January

2018

The Group recognises a loss
allowance for ECLs on the following

items:

financial assets measured at
amortised cost (including bank
balances - trust accounts,
bank balances and cash, loans
receivable, accounts receivable
and other receivables); and

debt securities measured at
FVOCI (recycling).
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(n) Credit losses and impairment of assets

(continued)

(i) Credit losses from financial
instruments (continued)

(a

Policy applicable from 1 January
2018 (continued)

Financial assets measured at fair
value, including held-for-trading
investments and convertible notes
receivable, are not subject to the
ECL assessment.

Measurement of ECLs

ECLs are a probability-weighted
estimate of credit losses. Credit
losses are measured as the present
value of all expected cash shortfalls
(i.,e. the difference between the
cash flows due to the Group in
accordance with the contract and
the cash flows that the Group
expects to receive).

For undrawn loan commitments,
expected cash shortfalls are measured
as the difference between (i) the
contractual cash flows that would
be due to the Group if the holder
of the loan commitment draws down
on the loan and (i) the cash flows
that the Group expects to receive if
the loan is drawn down.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
rE MR AR M

For the year ended 31 December 2018
BHEe-_Z—N\F+-A=+—HIEFE
3. SIGNIFICANT ACCOUNTING POLICIES
(continued)
(n)  Credit losses and impairment of assets
(continued)
(i) Credit losses from financial
instruments (continued)
(a) Policy applicable from 1 January
2018 (continued)
Measurement of ECLs (continueqd)

The expected cash shortfalls are
discounted using the following
discount rates where the effect of
discounting is material:

- fixed-rate financial assets,
accounts receivable and
other receivables: effective
interest rate determined at
initial recognition or an
approximation thereof.

- variable-rate financial assets:
current effective interest
rate.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(n)  Credit losses and impairment of assets

(continued)

(i) Credit losses from financial
instruments (continueq)

(a

Policy applicable from 1 January
2018 (continued)
Measurement of ECLs (continueq)

The maximum period considered
when estimating ECLs is the
maximum contractual period over
which the Group is exposed to
credit risk.

In measuring ECLs, the Group takes
into account reasonable and
supportable information that is
available without undue cost or
effort. This includes information
about past events, current conditions
and forecasts of future economic
conditions.

ECLs are measured on either of the
following bases:

- 12-month ECLs: these are
losses that are expected to
result from possible default
events within the 12 months
after the reporting date; and

- lifetime ECLs: these are
losses that are expected to
result from all possible
default events over the
expected lives of the items
to which the ECL model
applies.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

E R R M

For the year ended 31 December 2018

b
B

3.

7%‘i/‘ \\¢+7 ’:]—+7

HIEFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(n) Credit losses and impairment of assets

(continued)

(i) Credit losses from financial
instruments (continued)

(@)

Policy applicable from 1 January
2018 (continued)
Measurement of ECLs (continueqd)

Loss allowances for accounts
receivable are always measured at an
amount equal to lifetime ECLs under
the simplified approach. ECLs on
these financial assets are estimated
using a provision matrix based on the
Group’s historical credit loss
experience, adjusted for factors that
are specific to the debtors and an
assessment of both the current and
forecast general economic conditions
at the reporting date.

For all other financial instruments,
the Group recognises a loss
allowance equal to 12-month ECLs
(i.e. Stage 1: 12-month ECL) unless
there has been a significant
increase in credit risk of the
financial instrument since initial
recognition under the general
approach, in which case the loss
allowance is measured at an
amount equal to lifetime ECLs (i.e.
Stage 2: lifetime ECL without
credit-impaired; Stage 3: lifetime
ECL with credit-impaired).
Definitions of Stage 1, Stage 2,
and Stage 3 are detailed in note
6(b)(iv).
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(n) Credit losses and impairment of assets

(continued)

(i) Credit losses from financial
instruments (continued)

(a

Policy applicable from 1 January
2018 (continued)

Significant increases in credit risk
In assessing whether the credit risk
of a financial instrument has
increased significantly since initial
recognition, the Group compares
the risk of default occurring on the
financial instrument assessed at
the reporting date with that
assessed at the date of initial
recognition. In making this
reassessment, the Group considers
that a default event occurs when
(i) the borrower is unlikely to pay
its credit obligations to the Group
in full, without recourse by the
Group to actions such as realising
security (if any is held); or (ii) the
financial asset is 90 days past due.
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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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
E MR R M

For the year ended 31 December 2018

BEr_—=

3.

—N\F+ZA=+—HItFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(n)  Credit losses and impairment of assets

(continued)

0]

Credit losses from financial
instruments (continued)

(a

Policy applicable from 1 January
2018 (continued)

Significant increases in credit risk
(continued)

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

- failure to make payments of
principal or interest on their
contractually due dates;

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

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

- existing or forecast changes
in the technological, market,
economic or legal environment
that have a significant adverse
effect on the debtor’s ability
to meet its obligation to the
Group.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(n) Credit losses and impairment of assets

(continued)

(i) Credit losses from financial
instruments (continueq)

(a

Policy applicable from 1 January
2018 (continued)

Significant increases in credit risk
(continued)

Depending on the nature of the
financial instruments, the assessment
of a significant increase in credit risk
is performed on either an individual
basis or a collective basis. When the
assessment is performed on a
collective basis, the financial
instruments are grouped based on
shared credit risk characteristics,
such as past due status and credit
risk ratings.

ECLs are remeasured at each
reporting date to reflect changes
in the financial instrument’s credit
risk since initial recognition. Any
change in the ECL amount is
recognised as an impairment gain
or loss in profit or loss. The Group
recognises an impairment gain or
loss for all financial instruments
with a corresponding adjustment
to their carrying amount through a
loss allowance account, except for
investments in debt securities that
are measured at FVOCI (recycling),
for which the loss allowance is
recognised in other comprehensive
income and accumulated in the fair
value reserve (recycling).
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M RR MR

For the year ended 31 December 2018

+h — ==
HE-T

3.

—NF+ZA=T—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(n)

Credit losses and impairment of assets

(continued)

0]

Credit losses from financial
instruments (continued)

(a

Policy applicable from 1 January
2018 (continued)

Basis of calculation of interest
income

Interest income recognised in
accordance with note 3(d) 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 the amortised cost (i.e. the
gross carrying amount less loss

allowance) of the financial asset.

At each reporting date, the Group
assesses whether a financial asset
is credit-impaired. A financial asset
is credit-impaired when one or
more events that have a detrimental
impact on the estimated future
cash flows of the financial asset
have occurred.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

For the year ended 31 December 2018
BHE_Z—)\F+_A=1+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(n) Credit losses and impairment of assets

(continued)

(i) Credit losses from financial
instruments (continued)

Policy applicable from 1 January

2018 (continued)

Basis of calculation of interest

income (continued)

Evidence that a financial asset is

credit-impaired includes the following

observable events:

(a

significant financial difficulties
of the debtor;

a breach of contract, such as
a default or delinquency in
interest or principal payments;

it becoming probable that
the borrower will enter into
bankruptcy or other financial
reorganisation;

significant changes in the
technological, market, economic
or legal environment that have
an adverse effect on the debtor;
or

the disappearance of an
active market for a security
because of financial difficulties
of the issuer.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e MRS Rk M aE
For the year ended 31 December 2018
HE-T—\Ft A= HLFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(n)

Credit losses and impairment of assets

(continued)

0]

Credit losses from financial
instruments (continued)

Policy applicable from 1 January

The gross carrying amount of a
financial asset is written off (either
partially or in full) to the extent that
there is no realistic prospect of
recovery. This is generally the case
when the Group determines that
the debtor does not have assets
or sources of income that could
generate sufficient cash flows to
repay the amounts subject to the

Subsequent recoveries of an asset
that was previously written off are
recognised as a reversal of impairment
in profit or loss in the period in which

(@)
2018 (continued)
Write-off policy
write-off.
the recovery occurs.
(b)

Policy applicable prior to 1 January
2018

Prior to 1 January 2018, an “incurred
loss” model was used to measure
impairment losses on financial assets
not classified as at FVPL (e.g. accounts
receivable, other receivables and
available-for-sale investments). Under
the “incurred model, an
impairment loss was recognised only
when there was objective evidence of
impairment.

loss”
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(n) Credit losses and impairment of assets

(continued)

(i) Credit losses from financial
instruments (continued)

Policy applicable prior to 1 January

2018 (continued)

Objective evidence of impairment

included:

(b)

significant financial difficulties
of the debtor;

a breach of contract, such as
a default or delinquency in
interest or principal payments;

it becoming probable that the
debtor will enter bankruptcy or
other financial reorganisation;

significant changes in the
technological, market, economic
or legal environment that have
an adverse effect on the debtor;
and

a significant or prolonged
decline in the fair value of
an investment in an equity
instrument below its cost.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
E MR R M

For the year ended 31 December 2018
HE-Z—)\F+-A=+—HILFE
3. SIGNIFICANT ACCOUNTING POLICIES
(continued)
(n)  Credit losses and impairment of assets
(continued)
(i) Credit losses from financial
instruments (continued)
(b)  Policy applicable prior to 1 January
2018 (continued)
If any such evidence existed, an
impairment loss was determined
and recognised as follows:

- For accounts receivable and
other receivables and other
financial assets carried at
amortised cost, impairment
loss was measured as the
difference between the asset’s
carrying amount and the
present value of estimated
future cash flows, discounted
at the financial asset’s original
effective interest rate, where
the effect of discounting was
material. This assessment
was made collectively where
these financial assets shared
similar risk characteristics,
such as similar past due
status, and had not been
individually assessed as
impaired. Future cash flows
for financial assets which
were assessed for impairment
collectively were based on
historical loss experience for
assets with credit risk
characteristics similar to the
collective group.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(n) Credit losses and impairment of assets

(continued)

(i) Credit losses from financial
instruments (continued)

(b)

Policy applicable prior to 1 January
2018 (continued)

If any such evidence existed, an
impairment loss was determined and
recognised as follows: (continued)

If in a subsequent period the
amount of an impairment loss
decreased and the decrease
could be linked objectively to
an event occurring after the
impairment loss was recognised,
the impairment loss was reversed
through profit or loss. A reversal
of an impairment loss was only
recognised to the extent that
it did not result in the asset’s
carrying amount exceeding
that which would have been
determined had no impairment
loss been recognised in prior
years.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
E MR R M

For the year ended 31 December 2018

BEr_—=

3.

—N\F+ZA=+—HItFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)
Credit losses and impairment of assets

(n)

(continued)

(i) Credit losses from financial
instruments (continued)

(b)

Policy applicable prior to 1 January
2018 (continued)

If any such evidence existed, an
impairment loss was determined and
recognised as follows: (continued)

When the recovery of a trade
debtor or other financial assets
carried at amortised cost
was considered doubtful
but not remote, associated
impairment
recorded using an allowance
account. When the Group
was satisfied that recovery
was remote, the amount
considered irrecoverable as
written off against the gross
carrying amount of those
assets directly. Subsequent
recoveries of amounts
previously charged to the
allowance account were
reversed against the
allowance account. Other
changes in the allowance
account and subsequent
recoveries of
previously written off directly
were recognised in profit or
loss.

losses were

amounts
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

For the year ended 31 December 2018
BHE_Z—)\F+_A=1+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FEEHEX ®)
(continued)
(n) Credit losses and impairment of assets

(n ¥EFEBERBE (&

(continued)
(i)  Credit losses from financial () HBIAEEERE
instruments (continued) (&

(b)  Policy applicable prior to 1 January
2018 (continued)

b RFEEFE-A—H
FRBREIBCR (&)

- For available-for-sale investments, - BEAHHER
the cumulative loss that had Ems 2R
been recognised in the fair value N ERFEEE
reserve (recycling) was R R EE
reclassified to profit or loss. The (B EHFH»
amount of the cumulative loss HEEZ R
that was recognised in profit or EaBEReR
loss was the difference between AEEeER
the acquisition cost (net of any W B pi AR (0
principal repayment and BRAERI A& 8

amortisation) and current fair
value, less any impairment loss

R )
R RQTE

on that asset previously recognised (BEFRR
in profit or loss. BmERAZ
B EEMRRE

B ZHEN

Impairment losses recognised MAHEHER
in profit or loss in respect of ABBHRER
available-for-sale equity WRABRES
securities were not reversed BETERBER
through profit or loss. Any B[R HigZ
subsequent increase in the EEEZNYF
fair value of such assets BN EH Aty
was recognised in other ZHEMAFER ©

comprehensive income.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018
BHE_Z—\F+_A=1+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. EESFBEE#)
(continued)
(n) Credit losses and impairment of assets n EBEFEEBEREE (&)
(continued)
(i)  Credit losses from financial () HBIAEEERE
instruments (continued) (%)
(b)  Policy applicable prior to 1 January (o) R-E—)/\F—H—H

(ii)

2018 (continued)

FIEAREER (&)

Impairment losses recognised MER RN TE
in profit or loss in respect of ENEE L]
available-for-sale debt EL R B EE
securities were reversed if BlreEENE
the subsequent increase in B A - Al
fair value could be objectively MO ERE
related to an event occurring HEHFINELE
after the impairment loss R R EE
was recognised. Reversals BYEE -
of impairment losses in such BEERT - B
circumstances were recognised EUREEER

in profit or loss.

Impairment of other non-current
assets
Internal
information are reviewed at the end of
each reporting period to identify
indications that the following assets may
be impaired or, except in the case of
goodwill, an impairment loss previously
recognised no longer exists or may have
decreased:

and external sources of

- property, plant and equipment;

(ii)

=8 2
B ER -

Ht B & E R E

R & RE MR RE &
SINER B AR - A 3Bl 2
BERREATINEER
EEEREX(AERIN R
A HE R R E R BT B 7
AR R ¢

ERN G

- goodwill; - FEE
- intangible assets; - mILEE
- other non-current assets; - HEMIERHEE

- interest in a joint venture;

- prepayment for film rights; and

N—EEELEY
M
E A R RN

B R
- investments in subsidiaries and a - AR aE AR &
joint venture in the Company’s FREB AR K—
statement of financial position. MEEatEMNIRE -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(n) Credit losses and impairment of assets
(continued)

(i)

Impairment of other non-current
assets (continued)

If any such indication exists, the asset’s
recoverable amount is estimated. In
addition, for goodwill, intangible assets
that are not yet available for use and
intangible assets that have indefinite
useful lives, the recoverable amount is
estimated annually whether or not there
is any indication of impairment.

- Calculation of recoverable amount
The recoverable amount of an
asset is the greater of its 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. Where
an asset does not generate cash
inflows largely independent of
those from other assets, the
recoverable amount is determined
for the smallest group of assets
that generates cash inflows
independently (i.e. a cash-
generating unit).

E IR M

For the year ended 31 December 2018
BHEZZ-)\F+_A=1+—HIFE

(n X¥EFEFERBE (&)

(i) HttFREBEEHRE (&)

MEEEFRZEHR
AfEErx B EM A I E 2
Boubdh LB WA
ERNEPEENARE
REERFHNBETLEE
mE AIRE SR EF
fEH (T2 B FERED
EOL

- Al E & BT E
BEMAWESHE
B RFER L &K
REEREEME
B EE - T
ERABER - B5HR
KR REERMR
BRI TS HEEE
BENMZIBEEER
TE B B 2 R Al B9 R
75 A B 3R R T E K
RE - W—BEEW
REEERBIR
HEENR 2R
A A E 2 EE
VELRERAN
wNEEMR (BIR
TELELM)EE -

2018 Fif EHEEEZEIRERAR

123



124

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

E R R M

For the year ended 31 December 2018

o
B

3.

T \F+-A=+-ALEE
SIGNIFICANT ACCOUNTING POLICIES

(continued)

(n) Credit losses and impairment of assets

(continued)

(ii) Impairment of other non-current
assets (continued)

Recognition of impairment losses

An impairment loss is recognised
in profit or loss whenever the
carrying amount of an asset, or the
cash-generating unit to which it
belongs, exceeds its recoverable
amount. Impairment losses
recognised in respect of cash-
generating units are allocated first
to reduce the carrying amount of
any goodwill allocated to the cash-
generating unit (or group of units)
and then, to reduce the carrying
amount of the other assets in the
unit (or group of units) on a pro
rata basis, except that the carrying
amount of an asset will not be
reduced below its individual fair
value less costs of disposal (if
measurable) or value in use (if
determinable).

Reversals of impairment losses

In respect of assets other than
goodwill, an impairment loss is
reversed if there has been a
favourable change in the estimates
used to determine the recoverable
amount. An impairment loss in
respect of goodwill is not reversed.

A reversal of an impairment loss
is limited to the asset’s carrying
amount that would have been
determined had no impairment loss
been recognised in prior years.
Reversals of impairment losses are
credited to profit or loss in the year
in which the reversals are
recognised.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

E IR M

For the year ended 31 December 2018

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(n) Credit losses and impairment of assets
(continued)

(iii)

Interim financial reporting and
impairment

Under the Listing Rules, the Group is
required to prepare an interim financial
report in compliance with HKAS 34,
Interim Financial Reporting, in respect of
the first six months of the financial year.
At the end of the interim period, the
Group applies the same impairment
testing, recognition, and reversal criteria
as it would at the end of the financial
year (see notes 3(n)(i) and (ii)).
Impairment losses recognised in an
interim period in respect of goodwill,
available-for-sale equity securities and
unquoted equity securities carried at cost
are not reversed in a subsequent period.
This is the case even if no loss, or a
smaller loss, would have been recognised
had the impairment been assessed only
at the end of the financial year to which
the interim period relates. Consequently,
if the fair value of an available-for-sale
equity security increases in the remainder
of the annual period, or in any other
period subsequently, the increase is
recognised in other comprehensive
income and not profit or loss.

b7 —

(3%

},
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018

EH — =
Blr 3

3.

==

NE+ZA=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(o)

(p)

(a)

Loans receivable, accounts and other
receivables

A receivable is recognised when the Group has
an unconditional right to receive consideration.
A right to receive consideration is unconditional
if only the passage of time is required before
payment of that consideration is due. If revenue
has been recognised before the Group has an
unconditional right to receive consideration, the
amount is presented as a contract asset.

Receivables that are held for collection of
contractual cash flows where cash flows
represent solely payments of principal and
interest which are not designated at FVPL, are
stated at amortised cost using the effective
interest method less allowance for credit losses
(see note 3(n)(i)).

Cash and cash equivalents

Cash and cash equivalents comprise cash at
bank and on hand, demand deposits with banks
and other financial institutions, and short-term,
highly liquid investments that are readily
convertible into known amounts of cash and
which are subject to an insignificant risk of
changes in value, having been within three
months of maturity at acquisition. Cash and
cash equivalents are assessed for ECLs in
accordance with the policy set out in note 3

(n)(i).

Accounts and other payables

Accounts and other payables are initially
recognised at fair value and subsequently
stated at amortised cost unless the effect of
discounting would be immaterial, in which case
they are stated at cost.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(n

(s)

Interest-bearing borrowings

Interest-bearing borrowings are recognised
initially at fair value less attributable transaction
costs. Subsequent to initial recognition, interest-
bearing borrowings are stated at amortised cost
with any difference between the amount initially
recognised and redemption value being
recognised in profit or loss over the period of
the borrowings, together with any interest and
fees payable, using the effective interest
method.

Related parties

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

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

(ii) has significant influence over the
Group; or

(iii)  is a member of the key management
personnel of the Group or the
Group’s parent.

For the year ended 31 December 2018
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M RR MR

For the year ended 31 December 2018

X —FHE
BEr_—=

NFE+Z

A=1+—B1FE

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(s) Related parties (continued)
(b)  An entity is related to the Group if any
of the following conditions applies:

(i)

(iii)

(iv)

(vi)

(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
employees of either the Group or
an entity related to the Group.

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

A person identified in (a)(i) has
significant influence over the entity
or is a member of the key
management personnel of the
entity (or of a parent of the entity).
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e W B HRRMNE

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(s)

®

Related parties (continued)

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

(viii) 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.

Segment reporting

Operating segments, and the amounts of each
segment item reported in the financial
statements, are identified from the financial
information provided regularly to the Group’s
board of directors (the chief operating decision
maker) for the purposes of allocating resources
to, and assessing the performance of, the
Group’s various lines of business and
geographical locations.

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

3. FE

(s)

®

BB (5)
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018

EH — =
Blr 3

3.

==

NE+ZA=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(u)

Joint venture

A joint venture is an arrangement whereby the
Group or Company and other parties
contractually agree to share control of the
arrangement, and have rights to the net assets
of the arrangement.

An investment in a joint venture is accounted
for in the consolidated financial statements
under the equity method, unless it is classified
as held for sale (or included in a disposal group
that is classified as held for sale). Under the
equity method, the investment is initially
recorded at cost, adjusted for any excess of
the Group’s share of the acquisition-date fair
values of the investee’s identifiable net assets
over the cost of the investment (if any). The
cost of the investment includes purchase price,
other costs directly attributable to the acquisition
of the investment, and any direct investment
into the joint venture that forms part of the
Group’s equity investment. Thereafter, the
investment is adjusted for the post acquisition
change in the Group’s share of the investee’s
net assets and any impairment loss relating to
the investment (see notes 3(k) and 3(n)(ii)). Any
acquisition date excess over cost, the Group’s
share of the post-acquisition, post-tax results
of the investees and any impairment losses for
the year are recognised in the consolidated
statement of profit or loss, whereas the Group’s
share of the post-acquisition post-tax items of
the investees’ other comprehensive income is
recognised in the consolidated statement of
profit or loss and other comprehensive income.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e W B HRRMNE

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(u)

Joint venture (continued)

When the Group’s share of losses exceeds its
interest in the joint venture, the Group’s interest
is reduced to nil and recognition of further
losses is discontinued except to the extent that
the Group has incurred legal or constructive
obligations or made payments on behalf of the
investee. For this purpose, the Group’s interest
is the carrying amount of the investment under
the equity method together with any other long-
term interests that in substance form part of
the Group’s net investment in the joint venture.

Unrealised profits and losses resulting from
transactions between the Group and its joint
venture are eliminated to the extent of the
Group’s interest in the investee, except where
unrealised losses provide evidence of an
impairment of the asset transferred, in which
case they are recognised immediately in profit

or loss.

In all other cases, when the Group ceases to
have significant influence over joint control over
a joint venture, it is accounted for as a disposal
of the entire interest in that investee, with a
resulting gain or loss being recognised in profit
or loss. Any interest retained in that former
investee at the date when significant influence
or joint control is lost is recognised at fair value
and this amount is regarded as the fair value
on initial recognition of a financial asset (see
note 3(m)).

In the Company’s statement of financial
position, investments in joint venture are stated
at cost less impairment losses (see note 3(n)
(ii)), unless classified as held for sale (or
included in a disposal group that is classified
as held for sale).

3. FE

(u)
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018

EH — =
BEr_—=

3.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

(v)

(w)

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.

Investment income earned on the temporary
investment of specific borrowings pending their
expenditure on qualifying assets is deducted
from the borrowing costs eligible for
capitalisation.

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

Offsetting financial instruments

Financial assets and liabilities are offset and
the net amount reported in the consolidated
statement of financial position when there is a
legally enforceable right to offset the recognised
amounts and there is an intention to settle on
a net basis or realise the asset and settle the
liability simultaneously. The legally enforceable
right must not be contingent on future events
and must be enforceable in the normal course
of business and in the event of default,
insolvency or bankruptcy of the company or
the counterparty.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

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 and liabilities within
the next reporting period.

(a)

Impairment of goodwill

The Group determines whether goodwill is
impaired at least on an annual basis. This
requires an estimation of the value in use of
the cash-generating units to which goodwill is
allocated. Estimating the value in use requires
the Group to make an estimate of the expected
future cash flows from the cash-generating unit
and a suitable discount rate in order to calculate
the present value of those cash flows. Where
the actual future cash flows are less than
expected, a material impairment loss may arise.

As at 31 December 2018, the carrying amount
of the goodwill is Nil (2017: Nil), net of
accumulated impairment of HK$5,878,000
(2017: HK$5,878,000). Details of the recoverable
amount calculation are disclosed in note 19.

For the year ended 31 December 2018
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o
B

4.

—NNFTZA=T—BLFR

KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

(b)

(c)

Estimation of impairment of trading rights
held in the Stock Exchange

Determining whether the trading rights held in
the Stock Exchange, which are intangible assets
with indefinite useful lives are impaired requires
an estimation of the recoverable amount of the
cash-generating unit (“CGU”) to which intangible
assets with indefinite useful lives have been
allocated, which is the higher of the value in
use or fair value less costs of disposal. The
value in use calculation requires the Group to
estimate the future cash flows expected to arise
from the CGU and a suitable discount rate in
order to calculate the present value. Where the
actual future cash flows are less than expected,
or changes in facts and circumstances result
in a downward revision of future cash, a material
impairment loss may arise.

As at 31 December 2018, the carrying amount
of the trading rights held in the Stock Exchange
is HK$859,000 (2017: HK$859,000).

Valuation of convertible notes receivable
The fair values of convertible notes that are not
traded in an active market are determined by
using valuation techniques. The Group uses its
judgement to select a variety of methods and
make assumptions that are mainly based on
market conditions existing at the end of each
reporting period.

As at 31 December 2018, the carrying amount
of the convertible notes receivable is
HK$18,864,000 (2017: HK$19,293,000).
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e W B HRRMNE

4. KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

(d)

(e)

Income tax expenses

Significant judgement is required in determining
the provision for income taxes. The ultimate
tax determination is uncertain during the
ordinary course of business. The Group
recognises liabilities for anticipated tax based
on estimates of whether additional taxes will
be due. Where the final tax outcome of these
matters is different from the amounts that were
initially recorded, such differences will impact
the current income tax liabilities in the period
in which such determination is made.

As at 31 December 2018, the carrying amount
of the tax payable is Nil (2017: Nil).

Business combination

On 28 February 2017, the Group acquired the
entire equity interest in John & Wong Securities
Company Limited (“John & Wong”). As at 28
February 2017 (date of acquisition), the goodwill
and intangible assets allocated to the Group
are HK$5,878,000 and HK$2,931,000
respectively. John & Wong is engaged in the
provision of securities brokerage services to
clients. Intangible assets acquired by the Group
in the acquisition include trading rights held in
the Stock Exchange. The residual portion of
the purchase consideration was allocated as
goodwill, which represents the balance of the
purchase consideration over the fair value of
identifiable net assets acquired by the Group.
The purchase price allocation has involved
significant management judgement and
estimation, such as the valuation methodologies,
budgeted gross profit margins, the discount
rate and the growth rate adopted. Further
details are given in note 40(b) to the financial
statements.

For the year ended 31 December 2018
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For the year ended 31 December 2018

Hm—F

B E

4.

NE+ZA=+—HILFE

KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

(f)

(9)

(h)

Estimated impairment of prepayment for
film rights

At the end of the reporting period, the
management of the Group assesses the
recoverability of prepayment for film rights
based on the contract terms on agreements,
estimated budget of the proposed production
and the progress on how the prepayment has
been used.

Based on the management’s assessment on the
recoverability of prepayment of film rights, the
directors of the Company determined that no
impairment provision to be charged to
prepayment of film rights during the year ended
31 December 2018 (2017: Nil).

Measurement of the ECL for loans
receivable

The ECL calculations for loans receivable are
outputs of complex models with a number of
significant assumptions about future economic
conditions and credit behavior (the likelihood
of customers defaulting and the resulting losses)
regarding the choice of variable inputs and their
interdependencies. Further details are set out
in notes 6(b)(iv) and 27.

At 31 December 2018, the carrying amount of
loans receivable of the Group is HK$16,516,000
(2017: Nil).

Measurement of the ECL for accounts
receivable

The measurement of the ECL for accounts
receivable is an area that requires the use of
complex models and significant assumptions
about future economic conditions and credit
behavior (the likelihood of customers defaulting
and the resulting losses). Further details are
set out in notes 6(b)(iv) and 25.

At 31 December 2018, the carrying amount of
accounts receivable of the Group is HK$4,928,000

(2017: HK$943,000).
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities
in the Group will be able to continue as a going
concern while maximising the return to stakeholders
through the optimisation of the debt and equity
balance. In addition, a subsidiary of the Group licensed
by the Securities and Futures Commission (“SFC”) is
obliged to meet the regulatory liquid capital
requirements under the Securities and Futures
(Financial Resources) Rules (“FRR”) at all times.

The capital structure of the Group consists of equity
attributable to owners of the Company, comprising
issued share capital and various reserves.

The directors of the Company review the capital
structure regularly. As part of this review, the directors
of the Company consider the cost of capital and the
risks associated with share capital. Based on
recommendations of the directors of the Company,
the Group will balance its overall capital structure
through the payment of dividends, new share issues
and share buy-backs as well as the issue of new
debt. For the subsidiary licensed by the SFC, the
Group ensures this licensed subsidiary maintains a
liquid capital level adequate to support the level of
activities with sufficient buffer to accommodate for
increases in liquidity requirements arising from
potential increases in the level of business activities.
During the year ended 31 December 2018, this
licensed subsidiary complied with the liquid capital
requirements under the FRR at all times.

E IR M

For the year ended 31 December 2018
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For the year ended 31 December 2018

BEr_—=

6.

(a)

—N\F+ZA=+—HItFE

FINANCIAL INSTRUMENTS 6. BIEIA
Categories of financial instruments (a) HM¥IEZDE
2018 2017
—E-)N\F —E—+4F
HK$’000 HK$’000
FET FET
Financial assets Bk EE
At FVPL BHRBERIRATEY R
Held-for-trading investments #1EE&XRE 549,022 432,023
Convertible notes receivable JEU R #IRZ 1 18,864 19,293
567,886 451,316
At FVOCI FEREMEEWA
ZAFEYIER
Other financial assets HEmB B EE 6,562 -
At amortised cost bi7e: . §i= 1N
Other financial instruments HE@ETA 130,423 141,034
Available-for-sale investments AJf{HERE - 51,178
704,871 643,528
Financial liabilities MEaE
At amortised cost biog: £z DN 50,849 9,344
Financial risk management objectives and (b) BHEMREEBEERBE

(b)

policies

The Group’s major financial instruments include
other financial assets, held-for-trading
investments, convertible notes receivable, loans
receivable, accounts receivable, other
receivables, bank balances - trust accounts,
bank balances and cash, borrowings, accounts
payable, other payables and accruals. Details
of the financial instruments are disclosed in the
respective notes. The risks associated with
these financial instruments include market risk
(currency risk, interest rate risk and price risk),
credit risk and liquidity risk. The policies on
how to mitigate these risks are set out below.
The management manages and monitors these
exposures to ensure appropriate measures are
implemented on a timely and effective manner.

Annual Report 2018 IMAGI INTERNATIONAL HOLDINGS LIMITED

AEEET2HHTABREMM
BEE BEEERE EBYWA
BERRE - BRER - USRS
H A YRR - RITAE B8 — (57
RP RITESKLEES BE &
T RR K - E B 5K M e R B
B-ARZFMBTAZFRR
MHEMERE EZFEMH TR
HEz AR BET SRR (EER
B MEREREEERER) F8
Rl KRB E & B % F
Rz BREN T - BEEER
BEERERZFRR  BERE
7 BRER B BB e ©



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

For the year ended 31 December 2018
BE-T-\F+-A=t—HLLFE

6. FINANCIAL INSTRUMENTS (continued)
(b) Financial risk management objectives and
policies (continued)
Market risk

(i)

Currency risk

Several subsidiaries of the Group have
foreign currency denominated monetary
assets, which expose the Group to
foreign currency risk. The carrying

6. MBIHR &
(b) HIBEBREEERREE (&)

5 R

(i)

B R

AEBEETHBRRES
N HEC BB EE
150 7 5% 6 [ 9 51 5 L B
NI E2EBEER

amounts of the Group’s foreign currency WEMARCERENT :
denominated monetary assets at the end
of the reporting period are as follows:
Assets
BE
2018 2017
—E-N\F —T—tF
HK$’000 HK$’000
FExT FET
United State dollars (“USD”) =7t ([%5T]) 15,708 16,420
Euro (“EUR”) Bt ([BoT]) 695 119
Sensitivity analysis BURZ DT
The Group is mainly exposed to exchange AEEFZEEEBITHE
rate fluctuations in HK$ against USD and T M BT 2 [E RO ) A

EUR. As HKS$ is pegged with USD under
the Linked Exchange Rate System, the
management of the Company is of the
opinion that the Group’s exposure to USD
is minimal and accordingly, no foreign
currency sensitivity analysis on USD is
presented.

B B BB BIERGIE
T BTTEETTHE  BIE
BRA NEBEMEERE
TUIE RN B 2 Bk E K
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For the year ended 31 December 2018

AT
BEr_—_=

6.

—NF+ZRA=+—HIEFE

FINANCIAL INSTRUMENTS (continued)
Financial risk management objectives and
policies (continued)

Market risk (continued)

(b)

(i)

Currency risk (continued)

Sensitivity analysis (continued)

The following table details the Group’s
sensitivity to a 5% (2017: 5%) increase
and decrease in EUR against 5% (2017:
5%) is the sensitivity rate used when
reporting foreign currency risk internally
to key management personnel and
represents management’s assessment of
the reasonably possible change in foreign
exchange rates. The sensitivity analysis
includes only outstanding foreign
currencies denominated monetary items.
A positive/negative number below
indicates a decrease/(increase) in post-
tax loss.

6.

MBTHR (&)
BBEREEERREE (8)

(b)

miEmE ()

(i)

B R (&)
HEE ST (4E)
TREYAEBEHETH
BLTEARTHSR(ZF
—tF5%) 2 HEE
HEB5%( T —+F
5%)YANBRIEZEEA
BEWINERBKRAZ
BRELE - EEEEY
HNETE R AT RE S IR BB 2
FH-BRESNERRE
NINEFHEZ MR N E
BIgE THIEH B
FNRE & EER LD, (3
am)e

Assets
BE

2018 2017

—E-N\F —E—+F

HK$’000 HK$ 000

FET TET
Increase in foreign fER FF

exchange rates 35 6
Decrease in foreign BE 2 T Bk

exchange rates (35) (6)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e W B HRRMNE

For the year ended 31 December 2018
HE-F—\F+-A=+—RLER

6. FINANCIAL INSTRUMENTS (continued)
Financial risk management objectives and
policies (continued)

Market risk (continued)

(b)

(i)

(i)

Interest rate risk

The Group is exposed to fair value
interest rate risk in relation to fixed-rate
short term bank deposits (see note 31(a)
for details of these short-term bank
deposits), fixed-rate instruments
measured at FVOCI (recycling) (see note
21 for details of these financial
instruments), convertible notes receivable
with fixed interest rate (see note 29) and
borrowings (see note 33) for the years
ended 31 December 2018 and 2017.

The management considers the fair value
interest rate risks are insignificant and
therefore no sensitivity analysis on such
risks has been prepared.

Price risk

The Group is exposed to equity price risk
through its investment in equity securities
listed in Hong Kong, convertible notes
receivable designated at FVTPL and debt
securities listed in Singapore. The
management manages its exposure by
maintaining a portfolio of investments
with different risk profiles.

Bl=x

6. HBIA(

\

(25)

(b) HIBEBREEERREE (&)

miEEE (&)

(ii)

(i)

A= 3 e
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—+tF+=ZA=+—H8H1L
FE AEBRELEH
RITER(BBEZEEH
RITF R IEB LM
i131(a)) BB EMEEI
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(B2 33 mEAF
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For the year ended 31 December 2018
NE+ZA=Z+—HILFE

FINANCIAL INSTRUMENTS (continued)
Financial risk management objectives and
policies (continued)

Market risk (continued)

b 75 — =F
BEr_—=

6.

==

(b)

(iii)

Price risk (continued)

The Group’s financial assets classified as
held-for-trading investments and financial
assets measured at FVOCI (recycling) are
listed on the Stock Exchange and the
Singapore Exchange Securities Trading
Limited, respectively. Decisions to buy or
sell trading securities are based on daily
monitoring of the performance of
individual securities compared to that of
the Hang Seng Index and other industry
indicators, as well as the Group’s liquidity
needs. Listed investments held in the
FVOCI (recycling) portfolio have been
chosen based on their long term growth
potential and are monitored regularly for
performance against expectation.

Sensitivity analysis

The sensitivity analysis below has been
determined based on the exposure to
equity price risk arising from equity
securities listed in Hong Kong, convertible
notes receivable carried at FVTPL, and
debt securities listed in Singapore at the
end of the reporting period.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e W B HRRMNE

For the year ended 31 December 2018
HE-F—\F+-A=+—RLER

6. FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and
policies (continued)
Market risk (continued)

(iii)

Price risk (continued)

Sensitivity analysis (continued)

If equity prices of convertible notes
receivable had been 5% higher and
assuming other inputs to the valuation
model of convertible notes receivable and
held constant, post-tax loss for the year
ended 31 December 2018 would decrease
by HK$1,000 (2017: HK$22,000). If the
equity prices of convertible notes
receivable had been 5% lower, the post-
tax loss would increase by HK$1,000
(2017: HK$21,000) for the year.

At 31 December 2018, it is estimated that
an increase/decrease of 5% (2017: 5%)
in the fair value of the Group’s held-for-
trading other
variables held constant would have
decreased/increased the Group’s loss
after tax (and decreased/increased
accumulated losses) by HK$27,451,000
(2017: decreased/increased the Group’s
loss after tax (and decreased/increased
accumulated losses) by HK$21,601,000).

investments with all

Bl=x

6. H¥IR #)

(b) HIBEBREEERREE (&)

miEEE (&)

(i)

EfE R (&)
RS (B

A FE U AT R R R R AR (B
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WMABBEISTE BE
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HIEFERNRBEERS
BWA1,0008 m( ZF —+
F 1 22,000/8 7T )o W0 fE
WAl R R AR E T %
5% + AFE KRB EE
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R—ZZE—-—NF+ = A
=+—H BEAEEH
EEBEREMNQTFEE
m B 5% (=T — +
F:5%) mMATAEMA
BHRREFTE AIXE
ERRBEEBERERLD
(R RTEEERD,
#n) 27,451,000 7T( —
T—tF: AEEKRH
BB G &
REEBEBERLDEN)
21,601,000/ 1) °

2018 F EBHFEE

143



144
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e B RR M

For the year ended 31 December 2018

3=

6.

—) v\i‘k —

FINANCIAL INSTRUMENTS (continued)
Financial risk management objectives and
policies (continued)

Market risk (continued)

(b)

(i)

Price risk (continued)

Sensitivity analysis (continued)

At 31 December 2018, it is estimated that
an increase/decrease of 5% (2017: 5%)
in the fair value of the listed debt
securities measured at FVOCI (recycling)
with all other variables held constant
would have increased/decreased in the
Group’s investment revaluation reserve
by HK$328,000 (2017: HK$404,000).

At 31 December 2017, it is estimated that
an increase/decrease of 5% in the fair
value of the Group’s equity securities
classified as available-for-sale financial
assets with all other variables held
constant would have decreased/increased
the Group’s loss after tax (and decreased/
increased accumulated losses) by
HK$2,155,000.

In the opinion of directors of the
Company, the sensitivity analysis is
unrepresentative of the price risk as the
exposure at the end of the reporting
period does not reflect the exposure
during the year.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
E M RR M

For the year ended 31 December 2018
HEZZ—)\G+_A=1T—HILFE

BlE—=

6. FINANCIAL INSTRUMENTS (continued)
(b) Financial risk management objectives and
policies (continued)
Market risk (continued)

(iv)

Credit risk

As at 31 December 2018, the Group’s
maximum exposure to credit risk which
will cause a financial loss to the Group
due to failure to discharge an obligation
by the counterparties is arising from the
carrying amount of the financial assets
as stated in the consolidated statement
of financial position.

The Group reviews the recoverable
amount of financial assets at the end of
the reporting period to ensure that
adequate impairment losses are made for
irrecoverable amounts. In this regards,
the directors of the Company consider
that the Group’s credit risk is significantly
reduced.

6. BIBEIR #®)
(b) HHEEREEEERKE (&)

miEEE (&)

(iv)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e MRS Rk M aE
For the year ended 31 December 2018
HE-F—\F+-A=+—BLFE

=
Bl =

6. FINANCIAL INSTRUMENTS (continued)
(b) Financial risk management objectives and

policies (continued)

Market risk (continued)
Credit risk (continued)

(iv)

(i)

Credit risk arising from loan
business

The Group has established relevant
mechanism to cover credit risk in
key operational phases of micro-
finance business, including pre-
lending evaluations, credit approval,
and post-lending monitoring. The
Group conducts customer acceptance
and due diligence by the management
in pre-lending evaluations. In the
credit approval phase, all loan
applications are subject to the
assessment and approval of the
Group’s management. During the
post-lending monitoring, the Group
conducts inquiries to detect potential
risks by evaluating various aspects,
including but not limited to the
customers’ operational and financial
conditions and other sources of
repayment.

The Group adopts a loan risk
classification approach to manage
its loans and advances to customers
portfolio risk. Loans and advances
to customers are categorised into
the following stages by the Group:
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

6. FINANCIAL INSTRUMENTS (continued)
(b) Financial risk management objectives and
policies (continued)
Market risk (continued)
(iv)  Credit risk (continued)

(i)

Credit risk arising from loan
business (continued)

Stage 1

Loans and advances to customers
have not experienced a significant
increase in credit risk since origination
and impairment recognised on the
basis of 12 months expected credit
losses (12-month ECLs).

Stage 2

Loans and advances to customers have
experienced a significant increase in
credit risk since origination and
impairment is recognised on the basis
of lifetime expected credit losses
(Lifetime ECLs non credit-impaired).

Stage 3

Loans and advances to customers
that are in default and considered
credit impaired (Lifetime ECLs
credit-impaired).

The Group applies the new ECL
model to measure the impairment
loss of the loans and advances to
customers.

The Group assessed that there is
no significant loss allowance
recognised in accordance with
HKFRS 9 as at 31 December 2018.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

E R R M

For the year ended 31 December 2018

o
B

6.

—N\NE+=A=+—BILER

FINANCIAL INSTRUMENTS (continued)
Financial risk management objectives and
policies (continued)

Market risk (continued)

Credit risk (continued)

(b)

(iv)

(i)

Credit risk arising from loan
business (continued)

When a certain number of
customers undertake the same
business activities, stay in the
same geographical locations, or
bear similar economic features for
their industries, their ability to fulfil
contracts will be affected by the
same economic changes.
Concentration of credit risk reflects
the sensitivity of the Group’s
operating results to a particular
industry or geographic location. As
the Group mainly conducts micro-
finance business in Hong Kong, a
certain level of geographical
concentration risk exists for its
loan portfolios in that it might be
affected by changes of economic
conditions. At 31 December 2018,
the Group has only one (2017: Nil)
customer from loan business,
representing 100% (2017: Nil) of
the loans receivable of the Group.

The maximum exposure to credit
risk of loans and advances to
customers for each stage is
represented by the net carrying
amount of each type of financial
assets as at the end of the
reporting periods. The details are
set out in note 27.

Further quantitative data in respect
of the Group’s exposure to credit
risk arising from loans business are
disclosed in note 4(g) to these
financial statements.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

6. FINANCIAL INSTRUMENTS (continued)
(b) Financial risk management objectives and
policies (continued)
Market risk (continued)
(iv)  Credit risk (continued)

(ii)

Credit risk arising from securities
brokerage and margin financing
business

In order to manage the credit risk
in the accounts receivable due from
clients arising from securities
brokerage and margin financing
business, individual credit evaluation
are performed on all clients including
cash and margin clients. Accounts
receivable from cash clients relate
to a wide range of customers who
generally settle the accounts
receivable in two days after trade
date and are secured by the portfolio
of securities of the cash clients,
credit risk arising from the accounts
receivable due from cash clients is
therefore considered minimal. For
margin clients, the Group normally
obtains liquid securities as collateral
based on the margin requirements.
The margin requirement is closely
monitored on a daily basis by the
designated team. The Group
measures loss allowances for
accounts receivable 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
significantly 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 basis. Market conditions
and adequacy of securities collateral
and margin deposits of each margin
account are monitored by management
on a daily basis. Margin calls and
forced liquidation are made where
necessary.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e R R
For the year ended 31 December 2018
HE_F—\F+_A=+—PILFE

Ble— 23

6.

FINANCIAL INSTRUMENTS (continued)
Financial risk management objectives and
policies (continued)

Market risk (continued)

Credit risk (continued)

(b)

(iv)

(ii)

Credit risk arising from securities
brokerage and margin financing
business (continued)

The Group assessed that there is
no significant
recognised in accordance with
HKFRS 9 as at 31 December 2018.

loss allowance

In respect of accounts receivable
from brokers and clearing houses,
credit risks are considered to be
low as the Group normally enters
into transactions with brokers and
clearing houses which are
registered with regulatory bodies
and enjoy sound reputation in the
industry.

At 31 December 2018, the Group
has certain concentrations of credit
risk of 60% (2017: 100%) of the
accounts receivable was due from
the Group’s largest debtor and 98%
(2017: 100%) of the accounts
receivable due from the Group’s five
largest debtors of the accounts
receivable respectively.
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6. FINANCIAL INSTRUMENTS (continued) 6.

(b)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

For the year ended 31 December 2018
BHEZZ-)\F+_A=1+—HILFE
IR (#)
Financial risk management objectives and (b) HEEKREEEERBX (&)
policies (continued)
Market risk (continued) miEmEE (&)
(iv)  Credit risk (continued) (ivy =ERKE)

(iii)  Other credit risk
The credit risk on the investment
in debt securities listed in Singapore
as at 31 December 2018 and 2017
is limited because the counterparty
is corporation with good
reputations.

The credit risk on liquid funds is
limited because the counterparties
are banks with high credit ratings
assigned by international credit-
rating agencies.

Other than the concentration of credit risk
on liquid funds which are deposited with
several banks with high credit ratings,
loans receivable, convertible notes
receivable, accounts receivable and
investment in debt securities listed in
Singapore, the Group does not have any
other significant concentration of credit
risk.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

A M ERRME

For the year ended 31 December 2018
BHE_Z-N\F+ZA=+—HILLFE

6. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and

policies (continued)
Market risk (continued)

v)

Liquidity risk

In the management of the 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 following table details the Group’s
remaining contractual maturity for its
non-derivative financial liabilities. The
table has been drawn up based on the
undiscounted cash flows of financial

6.

BT H (&)

(b)

BBREREEERREE (&)

mEmEE (&)

(v RBELER
EEERBDEERE -
AEBEERLGFEEE
BREHZ -EHERS
LEESFEEEBE UK
SEXBREREY D REM
RengRsegeE-

TREAVANEEIFETERM
BREZHTAHIHRE
e R IRE A S E A e
WERNRzZFBEHZ
MBREZARBRRER

liabilities based on the earliest date on SiRElo
which the Group can be required to pay.
Carrying
Total amount at
Less than  undiscounted 31 December
1 month cash flows 2018
RZB-N\%
AERRE +-B=t+-AH
—fA %R REAR ZEHEE
HK$°000 HK$°000 HK$'000
Tix THx Téx
At 31 December 2018 R=F-NF+=B=1-H
Non-derivative financial liabilities ~ #f74 Bt #% & 1E
Accounts payable JEFTERR 4,444 4,444 4,444
Borrowings B8 43,268 43,268 43,268
Other payables and accruals EtEMNTEREER 3,137 3,137 3,137
50,849 50,849 50,849
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

6. FINANCIAL INSTRUMENTS (continued)

(b)

(c)

Financial risk management objectives and
policies (continued)

Market risk (continued)

(v) Liquidity risk (continued)

E IR M

For the year ended 31 December 2018
BHEZZ-)\F+_A=1+—HIFE

BETE (5
(b) HBEERESEAEERKE (&)

miEEE (&)
v) RBEEAR (&)

Carrying

Total amount at

Less than  undiscounted 31 December
1 month cash flows 2017
i 2

ARFHE t-A=t-H
—EAKUA RERE b 3

HK$000 HK$'000 HK$'000
TEL TET TET
At 31 December 2017 RZB-t#+Zh=1-H
Non-derivative financial liabilities ~ ¥f74 Bt K& 1E
Accounts payable RN 6,081 6,081 6,081
Other payables and accruals AR FERESER 3,263 3,263 3,263
9,344 9,344 9,344

Fair value measurements of financial
instruments

Fair value of the Group’s financial assets
and financial liabilities that are measured at
fair value on recurring basis

Fair value hierarchy

The following table presents the fair value of
the Group’s financial instruments measured at
the end of the reporting period on a recurring
basis, categorised into the three-level fair value
hierarchy as defined in HKFRS 13 Fair Value
Measurement. The level into which a fair value
measurement is classified is determined with
reference to the observability and significance
of the inputs used in the valuation technique
as follows:

1. Level 1 valuations: Fair value measured
using only Level 1 inputs i.e. unadjusted
quoted prices in active markets for
identical assets or liabilities at the
measurement date.

(c) HMBEIRZRAVEE
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018

EH — =
Blr 3

6.

==

NF+ZA=+—BILER

FINANCIAL INSTRUMENTS (continued)

(c)

Fair value measurements of financial

instruments (continued)

Fair value of the Group’s financial assets

and financial liabilities that are measured at

fair value on recurring basis (continued)

Fair value hierarchy (continued)

2. Level 2 valuations: Fair value measured
using Level 2 inputs i.e. observable
inputs which fail to meet Level 1, and
not using significant unobservable inputs.
Unobservable inputs are inputs for which
market data are not available.

3. Level 3 valuations: Fair value measured
using significant unobservable inputs.

Valuation process

The Group’s finance department headed by the
financial controller is responsible for determining
the polices and procedures for the fair value
measurement of financial instruments.

In estimating the fair value of an asset or a
liability, the Group uses market-observable data
to the extent it is available. Where Level 1
inputs are not available, the finance department
works closely with qualified external valuers to
establish the appropriate valuation techniques
and inputs to the model. Financial controller
reports to the board of directors semi-annually
to explain the cause of fluctuations in the fair
value of the assets or liabilities.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

For the year ended 31 December 2018
BE_T-\F+-A=t+-RAILFE

6. FINANCIAL INSTRUMENTS (continued) 6. BT HE (&)
(c) Fair value measurements of financial (c) HHRIAZATEINE (&)

instruments (continued)
Valuation process (continued) HEREF (&)
Some of the Group’s financial assets are REBIHUBEERSREH
measured at fair value at the end of each KIEATFEHE TRIREET
reporting period. The following table gives ZEVBEEATFENREZE
information about how the fair values of these G B 2 A& B 57 K& P A 8 A 2R
financial assets are determined (in particular, 1B )e

the valuation technique(s) and inputs used).

Fair value as at

WATREZAYE
2018 217 Fair
RSN ZE4E value  Valuation Significant
HK$'000 HK$'000 hierarchy  technique unobservable inputs
Tin FET  DVEER  fHERE EXTTBEE NS
Other financial assets
EHEBEE
- equity shares listed in Hong Kong, at fair value - 43,09 Level 1 Quoted market closing N/A
prices in an active market
-RER EAHRG - RATE 8 ERTEMENDE ki
- debt securities listed in Singapore, at fair value 6,562 8,086 Level 2 Quoted prices from financial  N/A
institutions
-IIR L ERES - RATE 2R RARGcRME/EE  TER
Held-for-trading investments 549,022 432,023 Level 1 Quoted market closing N/A
prices in an active market
REEERE FH ERMARENHE TR
Convertible notes receivable
ERTAREE
- issued by China Agri-Products Exchange Limited 18,864 19,293 Level 3 Binomial model Discount rate: 17.52% (2017:

14,65%) Volatlty: 50.417%
(2017: 63.298%)
-HPERERRAARARE 220 EdER BEE 1750 (315
14.65%) %18 : 50.417%
(ZZ—+%:63.298%)

574,448 502,494
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FINANCIAL STATEMENTS
E MR R M

For the year ended 31 December 2018
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6.

Annual Report 2018

F—\E+-A=t+—AILEE

FINANCIAL INSTRUMENTS (continued)

(c)

Fair value measurements of financial
instruments (continued)

Valuation process (continued)

During the years ended 31 December 2018 and
2017, there were no transfers between Level 1
and 2, or transfers into or out of Level 3. The
Group’s policy is to recognise transfers between
levels of fair value hierarchy as at the end of
the reporting period in which they occur.

Note:

A 5% increase in volatility holding all other variables
constant would increase the carrying amount of the
convertible notes receivable by approximately
HK$1,000 (2017: approximately HK$37,000). A 5%
decrease in volatility holding all other variables
constant would decrease the carrying amount of the
convertible notes receivable by approximately
HK$1,000 (2017: approximately HK$36,000).

A 5% increase in discount rate holding all other
variables constant would decrease the carrying
amount of convertible notes receivable by approximately
HK$1,860,000 (2017: approximately HK$2,384,000). A
5% decrease in discount rate holding all other
variables constant would increase the carrying amount
of the convertible notes receivable by approximately
HK$2,177,000 (2017: approximately HK$2,903,000).
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

For the year ended 31 December 2018
BE-T-\F+-A=t—HLLFE

6. FINANCIAL INSTRUMENTS (continued) 6. BKEIA #®
(c)  Fair value measurements of financial (c) MBIAZAFEFE (&)
instruments (continued)
Valuation process (continued) HEREF (&)
Reconciliation of Level 3 fair value measurement FE=RATFEFGTZ L
Investment carried at FVPL BRBEmEATEYEZRE
2018 2017
—E-N\F —T—+F
HK$’000 HK$’000
FET FAET
At the beginning of the year &4 19,293 43,466
Disposal through a disposal  #&if L& —REK B A A
of a subsidiary if & - (2,167)
Gain on derecognised of RIEERE R
day-one gain Wz - 25,700
Fair value loss recognised in FRNIBIHERH
profit or loss during the year X F{EEIE (429) (47,7086)
At the end of the year RER 18,864 19,293

Net loss for the year included #ETE @ BIERIEATE

in profit or loss for PIBR 2 IRE T AfEm

investments designated (Bt AE Az~

at FVPL (included in other (E18) ) NAFE

gain/(loss)) Bt H5E (429) (22,006)
Fair value of financial assets and financial WHBRNFEFEZHEEER
liabilities that are not measured at fair value BIEEES AFHE
The directors of the Company consider that the RAREERANGAETBERFE
carrying amounts of other financial assets and RIS R AN TR 2 E B &
financial liabilities recognised at amortised cost EHEMKBEZEREEENTE
in the consolidated financial statements HHE -

approximate their fair values.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018
BE—F—\FT-A=t+—BLLFE

FINANCIAL INSTRUMENTS (continued)

b7 —

B =

6.

(d)

Offsetting financial assets and financial
liabilities

The disclosures set out in the tables below
include financial assets and financial liabilities
that are subject to an enforceable master
netting arrangement or similar agreement that
covers similar financial instruments that are
either:

- offset in the Group’s consolidated
statement of financial position; or

- not offset in the consolidated statement
of financial position as the offsetting
criteria are not met.

Under the agreement of continuous net
settlement made between the Group and the
clearing house, the Group has a legally
enforceable right to set off the money obligations
receivable and payable with clearing house on
the same settlement date and the Group intends
to settle on a net basis.

In addition, the Group has a legally enforceable
right to set off the accounts receivable and
payables to cash clients that are due to be
settled on the same date and the Group intends
to settle these balances on a net basis.

Except for balances which are due to be settled
on the same date which are being offset,
amounts due from/to the clearing house and
accounts receivable and payables to cash
clients that are not to be settled on the same
date, financial collateral including cash and
securities received by the Group and deposit
placed with clearing house do not meet the
criteria for offsetting in the consolidated
statement of financial position since the right
of set-off of the recognised amounts is only
enforceable following an event of default.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

For the year ended 31 December 2018
BE-T-\F+-A=t—HLLFE

FINANCIAL INSTRUMENTS (continued) 6. BKEIA #®
(d) Offsetting financial assets and financial (d ESVEEERMBEE®E (&)
liabilities (continued)
(a) Financial assets subject to offsetting, (a) FRREH  THTEE
enforceable master netting 54 Z B B AL 1% 2 O B
arrangements or similar agreements BE

Related amounts
not offset in consolidated
statement of financial position

ANGRIERRRAEENEBRE

Gross
amounts of Net
recognised  amount of
financial financial
liabilities assets
set off  presented
Gross in the in the

amount of consolidated consolidated

recognised statement of  statement
financial financial  of financial Financial Collateral Net
assets position position  instruments received amount

&a &a

HBRRRA  HERRRA

BRE  EHNERD 288
HHEESE HEEEEE HHEETE BBIE  BRERE R
HK$:000 HK$:000 HK$:000 HK$°000 HK$°000 HK$'000
AT FAT AT FAT FAT FAT

At 31 December 2018 W=F-N\&

tzfz+-A
Financial assets BEEE
Accounts receivable BN 5,150 (229) 4,928 - = 4,928

At 31 December 2017 R-E-tf

+=B=t-H
Financial assets BEEE
Accounts receivable  FEMIEEZ 3,057 (2,314 943 - - 943

2018 il EFBBIERERAR
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
E MR R M

For the year ended 31 December 2018
HE-Z-\F+-A=1+—HLLFE

6. FINANCIAL INSTRUMENTS (continued) 6. HMKEIA #®
(d) Offsetting financial assets and financial (d ESVEEERMBEE®E (&)
liabilities (continued)

(b)  Financial liabilities subject to (b) FRRES - ATHITHEL
offsetting, enforceable master netting LB Bl R B
arrangements or similar agreements BE

Related amounts
not offset in consolidated
statement of financial position
ARGERUBRRRABENEBE
Gross
amounts of Net
recognised  amount of
financial financial
assets liabilities
set off  presented
Gross in the in the
amount of consolidated consolidated
recognised statement of  statement
financial financial  of financial Financial Collateral Net
liabilities position position  instruments received amount
&a &a
HBRRRA  HERRRA
BRE  EHNERD 288
HHEEEE HHEESE HHEETE BBIE  BWERE R
HK$:000 HK$:000 HK$:000 HK$°000 HK$°000 HK$'000
AT FAT AT FAT FAT FAT
At 31 December 2018 W=-E-N%
tZA=t-H
Financial liabilities ~ Bf%&%
Accounts payable R 4,666 (222) 4,444 - - 4,444
At 31 December 2017 RZE-t#&
tZA=1-H
Financial liabilities ~ &%
Accounts payable FEfIE 8,395 (2,314 6,081 - - 6,081
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

SEGMENT REPORTING

The Group’s operating segments are determined
based on information reported to the chief operating
decision maker of the Group (the directors of the
Company who are also directors of all operating
subsidiaries) (the “CODM”), for the purpose of
resource allocation and performance assessment.

In previous years, the CODM reviewed the Group’s
result as a whole, which was solely generated from
the purchase and sales of securities investments and
securities brokerage services, for performance
assessment. Therefore no separate segment
information is prepared by the Group.

During the year ended 31 December 2018, the Group
acquired a subsidiary which is engaged in money
lending business. In addition, the Group commences
to invest in film rights. Accordingly, the Group
reorganises business units based on their services
and the CODM regularly review revenue and results
analysis of the Group by the reportable operating
segments below.

(a) trading of securities segment engages in the
purchase and sale of securities investments and
securities brokerage services;

(b) provision of finance segment engages in the
provision of financing services; and

(c) entertainment segment engages in CGl business,
entertainment business and investment in film
rights.

The last years operating segment information was
restated for aligning to current year’s presentation.

E IR M

For the year ended 31 December 2018

ZE=p X—T

BE NFTZA=1T—HIEFE

DR
AEENEENHIRERNAREEE
BERRE(RARRES  HENLAE
EEMBARMER)N[EEEERR
EDEHNWERET Ao EER KL
RSN

RBEFE TRLERREUBRTY
T%F}EJ$EIE’J%F( PELXBEE
BEHFREREFLLRS) AETRE
;Frﬁ o Ft - AEBEBE 25 EBH D A
BHte

BE_T-\F+t_-_A=1+—HLF
B - AL B U — R FRUE R B
BRI REBERRREEZR
- ALt $'§ITZETFEIHE%W%EE.: RIGE
- AEBEERRERWTAREL
%%a‘ﬁmﬁﬁﬁﬁﬁﬁiﬁlmﬂﬁkﬁﬁﬁ"
#r

(a RFEENHEBTENFTEER
HIE MBS A RS

(b) REHEBEDIAEBTEUFIRER
BT &

) MESHFRFERERES KR
LEGREZRERE -

BEFELEDMERS TEY AE
REF 2R — e

2018 ik EFEBRIERERAR
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018

b
B

7.

—E - \F+-A=t—BLER

SEGMENT REPORTING (continued)

All assets are allocated to reportable segments with
the exception of the interest in a joint venture and
other corporate assets. All liabilities are allocated to
reportable segments other than deferred tax liability
and other corporate liabilities.

Management monitors the results of the Group’s
operating segments separately for the purpose of
making decisions about resources allocation and
performance assessment. Segment performance is
evaluated based on reportable segment profit/(loss),
which is a measure of adjusted profit before tax. The
adjusted profit before tax is measured consistently
with the Group’s profit before tax except that bank
and other interest income (excluding interest income
from the provision of finance), finance costs as well
as head office and corporate expenses are excluded
from such measurement.

Inter-segment transactions are made with reference
to the prices used for services made to third parties
at the then prevailing market prices.

Disaggregation of revenue from contracts with
customers by the timing of revenue recognition, as
well as information regarding the Group’s reportable
segments as provided to the Group’s most senior
executive management for the purposes of resource
allocation and assessment of segment performance
for the years ended 31 December 2018 and 2017 is
set out below.
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7.

(a)

SEGMENT REPORTING (continued) 7. DEERE (&)
Segment results, assets and liabilities (a) HEE BEERAE
For the year ended 31 December 2018 HEr_—_FE-—NEFE+=-HF=+—H
IEFE
Trading of
securities and
securities Provision
brokerage of finance Entertainment  Elimination Total
EERSR
Febor RURE R4 H )
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEx FAn FEn TAxn FAn
Disaggregated by timing of ERABRORRE
revenue recognition
Point in time BE% 14,824 - - - 14,824
Over time RE-RREE - 3,409 256 - 3,665
Revenue from external customers ~ RENFZBIA 14,824 3,409 256 - 18,489
Inter-segment revenue REAPERA - - - - -
14,824 3,409 256 - 18,489
Segment results: HHEE: (105,944) 3,045 (786) - (103,685)
Reconciliation: ik -
Share of profit of a joint venture ~ EE—TIAERE 2 EF 3,521
Other income and other gain A ARE i 8,869
Depreciation nE (798)
Finance costs BRI (832)
Unallocated head office AORERERROERT
and corporate expenses (24,980)
Consolidated loss before tax BiAGaER (117,905)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
E M RR M

For the year ended 31 December 2018
HE_Z—\F+ZA=1+—HLLFE

2018 3 BHERZERARAF
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
R E B AR M e

For the year ended 31 December 2018
HE_Z—N\F+ZA=1+—HLLFE

7. SEGMENT REPORTING (continued) 7. DEERE (&)
(a) Segment results, assets and liabilities (a) XK BEREE (&)
(continued)
For the year ended 31 December 2018 Bz NF+=ZH=+—H
(continued) IEFE (&)
Trading of
securities and
securities Provision
brokerage of finance ~ Entertainment Elimination Total
EEESR
FHEL RUHE R& b3} it
HK$'000 HK$'000 HK$'000 HK$°000 HK$°000
T FiEr FiEr TExn T
Segment assets NHEE 587,120 16,560 4,198 - 607,878
Unallocated head office and AORERSRRGOFEE
corporate assets 108,155
Total consolidated assets GREERR 716,033
Segment liabilities HHEE (47,817) (34) (671) - (48,522)
Deferred tax liability ERREGE (142)
Unallocated head office and AOREHERR
corporate liabilities t38% (2,327)
Total consolidated liabilties FaaRes (50,991)

Annual Report 2018 IMAGI INTERNATIONAL HOLDINGS LIMITED



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M RAR M EE

For the year ended 31 December 2018
HE_Z—N\F+_A=+—HILFE

SEGMENT REPORTING (continued) 7. DHHE &)
Segment results, assets and liabilities (a) PHEE BERAEE (&)
(continued)
For the year ended 31 December 2017 BEr—_ZT—t+tFf+_F=+—HIt
FE
Trading of
securities and
securities Provision
brokerage of finance  Entertainment Elimination Total
BEEAR
EHiER RtHE e Ui &t
HK$'000 HK$'000 HK$:000 HK$:000 HK$'000
AT TET TAT AT AT
Disaggregated by timing of ERABRORRE
revenue recognition
Point in time B 190,682) - - - (90,682)
Over time RE-HER - - 264 - 264
Revenue from external customers ~ RESMIEEMA (90,682) - 264 - (90,418)
Inter-segment revenue REAPERA - - - - -
190,682) - 264 - (90,418)
Segment results: DHEE (395,894) - 1,024 - (394,870)
Reconciliation: ik
Share of loss of a joint venture ~ E(i—EASLEZER (3,308)
Other income and other loss A REER (12,872)
Depreciation ik (1,614)
Finance costs ETRRA (158)
Unallocated head office A RERERROERT
and corporate expenses (39,189)
Consolidated loss before tax BiAGAEE (452,009)
2018 3 BEELEBRERAF



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
rE MR AR M

For the year ended 31 December 2018
HE_Z—N\F+ZA=1+—HLLFE

7. SEGMENT REPORTING (continued) 7. DEERE (&)
(@) Segment results, assets and liabilities (a) XK BEREE (&)
(continued)
For the year ended 31 December 2017 BEr—_ZT—t+tFf+_F=+—HIt
(continued) FE (&)
Trading of
securities and
securities Provision
brokerage of finance  Entertainment Elimination Total
EG RUtRE RE Faf @5t

HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000
TR FIET FAT FAT TR

Segment assets AHEE 510,032 - 102 - 510,134
Unallocated head office and AORBHERRCFEE

corporate assets 279,539
Total consolidated assets GREEES 789,673
Segment liabilities HHEE (6,269) - (60) - (6,323)
Deferred tax liability ERFEEE (484)
Unallocated head office and AORBHZRR

corporate liabilities 8% (3,021)
Total consolidated liabilties BAEREER (9,828)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

7. SEGMENT REPORTING (continued)

(b)

(c)

Geographical information

The geographical location of customers is
based on the location at which the services
rendered. Substantially, over 98% of the Group’s
revenue from external customers, non-current
assets and capital expenditure are located in
Hong Kong, no analysis on revenue from
external customers and non-current assets by
location are presented.

Major customers

Included in revenue arising from major customers
which individually accounted for over 10% of
the Group’s revenue for the year:

For the year ended 31 December 2018

HE-_ZT- N\E+-_A=1+—RILFE

7. DEE®E @)

(b)

(c)

HEER

B ZwEME IREHRE 2
Sl D - BE b AEERE S
MEFPZWA FERBDEERE
B S E98% I PN & - It I
EE2WRLNE B SNREINEDE
FZWARIFERBEEDT

EREF
KB R BIE 2N 5 B AN F 2 U 2k B
BI0%ZEBEF ZWARK

2018 2017
—E-N\F —T—tF
HK$’000 HK$’000
FET FET

Trading of securities and BEEBFRBEFLEL

securities brokerage
Customer A ZEA 1,305 -
Provision of finance REEE

Customer B =FB 732 -
Customer C EFC 732 -
Customer D ZFED 641 _

The Group’s dividend income and net realised
losses from sales of listed equity investments
classified as held-for-trading are excluded from
total revenue (“Adjusted Revenue”) for the
purpose of identifying major customers of the
Group who accounted for over 10% of the
Group’s revenue.

For the year ended 31 December 2018, revenue
from each of above Customers A to C accounted
for 10% or more of the Group’s Adjusted
Revenue. For the year ended 31 December
2017, there was no customer who individually
contributed over 10% of the Group’s Adjusted
Revenue.

AEBAOKREWMAKRBEESEA
BEEEMN EMRAKENE
REEFBI KT ABUWA (T4
FHEEUA L) LA BG4S 55 B Uk
ABI0%HAEBFER o

BE_ZTZ-—NF+A=+—
BilE&E Lt EPAZCH K
AR R & B KB W A10%
SN BE_T—+F+_A
=T RLEFE SESEFLAAN
SEKRABRAETREI0%HE
Eo
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

A M ERRME

For the year ended 31 December 2018
BHE_Z-N\F+ZA=+—HILLFE

8. REVENUE 8 Y &=
2018 2017
—E-N\F —F—tF
HK$’000 HK$°000
FET FEIT
Brokerage related commission &4 HRIEE MEEBIRA
and clearing fee income 2,227 1,140
Dividend income from held-for- #FH{EEZFKRE ZREWA
trading investments 20,577 751
Interest income on loans BWERRRESEFZ
receivable and margin clients F E WA 3,479 -
Royalty income HHMEWRA 256 264
26,539 2,155
Net realised losses from sales of HENEABEEEN
listed equity investments FHRARE 2 EEBRERE
classified as held-for-trading FEE (Ka)
(note) (8,050) (92,573)
18,489 (90,418)
Note: During the year ended 31 December 2018, the Wi : BEZZ-NEF+_A=+—
Group disposed of held-for-trading securities at HIEFE @ AEBZKAR
cost of HK$332,543,000 (2017: HK$587,605,000) 332,543,0008 0 (—ZE—+
at gross proceeds of HK$326,413,000 (2017: % : 587,605,000/87C) &R
HK$500,016,000), incurring trading fee of EEEEZS  IEREEEL
HK$1,920,000 (2017: HK$4,984,000). 326,413,000 (ZE—+
% : 500,016,000/ 7C) * E4E
R 5EF1,920,0008 T (==
—+4 1 4,984,000/87T) °
9. OTHER INCOME He A
2018 2017
—E-N\E —E—+F
HK$’000 HK$°000
FET FET
Interest income on convertible FEM AT AR R 1R 2 I B
notes receivable A 1,740 1,753
Interest income on debt securities &E#5E 5 2 A B UA 678 350
Dividend income from AHHERE Y
available-for-sale investments % B U A - 1,512
Waive of tax penalty BB IR - 1,528
Others Hith 61 250
2,479 5,393
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10.

11.

12.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M RAR M EE

For the year ended 31 December 2018
BE-_T-\F+-_A=+—-HILHFE

OTHER GAIN/(LOSS) 10. Hftkzs ~ (E#E)
2018 2017
—E-N\F —E—+F
HK$’000 HK$’000
FHET FAET
Fair value loss on convertible JEW AT R R IR 2 N 1E
notes receivable B8 (429) (47,706)
Gain on disposal of a joint HE—EeEPE I ME
venture 7,098 -
Loss on disposal of a subsidiary & —EHEBAGZ
(note 41(c)) Ea (Kaz41(c)) - (7)
Loss on disposal of property, HEYE - BEREHEZ
plant and equipment &8 (44) (168)
Net foreign exchange (loss)/gain [ % (E1E) /Uzs (235) 514
Gain on derecognition of day-one #% |FFER A AY ik
gain on convertible notes B — R 2 W - 25,700
Gain on initial recognition of M ERAIHHEREZ
available-for-sale investments e - 3,402
6,390 (18,265)
FINANCE COSTS 1. BBRE
2018 2017
—E-N\F —E—+tF
HK$’000 HK$’000
FH&T F&T
Interest on borrowings (total EERE (WIEATFE
borrowing costs on financial FABRCMBBREZR
liabilities that are not at fair EERKA)
value through profit or loss) 832 158
DIVIDEND 12. RE

No dividend was paid or proposed during the year
ended 31 December 2018, nor has any dividend been
proposed since the end of the reporting period (2017:
Nil).

HE-_ZT—)\F+-_A=+—HILHFE
W R s BRI AR B BIREHR
RN EFRRTEARE(ZE—+F

o

2018 3k EBEEBERER AR
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

A M ERRME

For the year ended 31 December 2018
HE-T—\#+-A=t+-ALFE

13. LOSS BEFORE TAX 13. BRBAIEE
Loss before tax has been arrived at after charging MERIEEDHNR TAER -

the following:

2018 2017
—E-N\E —E—tF
HK$’000 HK$°000
FHT F&T
Auditor’s remuneration = AT & 1,200 1,200
Directors’ emoluments (note 15) EFME (f/7i715) 3,894 4,278
Other staff costs EMETRA
- Salaries and allowance — e &ERL 13,142 14,388
- Contribution to retirement —RREAIFT B K
benefit scheme 383 403
Total staff costs BT 17,419 19,069
Depreciation of property, plant  #% - BiE M RETE
and equipment 798 1,614
Operating lease payments in HEMFE 2 2BERERNK
respect of rental properties 3,331 4,653
Changes in fair value of financial 2 A 1EE &M%
assets classified as held-for- BEZAFEEZ
trading
— Net realised losses from sales — & FHRARE 2B %
of listed equity investments REEFRE 8,050 92,573
- Unrealised losses from — ERARE RN EEZ S
changes in fair value of listed ZAREIREE
equity investments 106,674 236,238
114,724 328,811
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

INCOME TAX CREDIT

Income tax credit recognised in profit or
loss

e B RS R AR Y R

For the year ended 31 December 2018
HE-Z—\F+-_A=1+—HLLFE

14. FISHIER
(a) HEZEIENFERES

2018 2017
—E2-N% —Etr
HK$’000 HK$’000
FET T#ET
Hong Kong Profits Tax EEBNBH
Current tax BN ERT I8 - -
Overprovision in respect of  BEFEEREREE
prior years - 10,967
- 10,967
Deferred tax ELER IR
Origination and reversal of BRRBEOERE
temporary difference % (M17#34)
(note 34) 342 _
342 10,967

The Group is subject to income tax on an entity
basis on profits arising on derived from the
jurisdictions in which the members domiciled
and operate.

No provision for Hong Kong Profits Tax had
been made in the financial statements as the
Group did not have assessable profits arising
in Hong Kong for the years ended 31 December
2018 and 2017.

Pursuant to rules and regulations of Bermuda
and British Virgin Islands (“BVI”), the Group is
not subject to any income tax in Bermuda and
BVI.

For the year ended 31 December 2017, Imagi
Crystal Limited received a confirmation from
the Hong Kong Inland Revenue Department.
That confirmation stated that the impairment
losses made on graphic imaging animation
pictures in the previous years could be
deductible. Accordingly, the Group reversed the
tax provision of HK$10,967,000 and the tax
surcharge of HK$1,528,000 for the year ended
31 December 2017.

AEBEBAREBNELBHIRE
B AR AE T R & P RDE
e RO R B AT 1S 3 ©

HRBE-Z-N\FR_FT—+t
FH+ZA=+—BILFELXREH
WEELB BB ERE G
B b 3 81 BB M IS B A -

REARENREBREULES([R
BREEES BB FOER A
SEBAEARENRBRLE
SHEMETMAMEH -

HE-_Z—+tF+=-_A=+-—
BIEEE BEEKGAERQATW
FEBHEROER - ZERE
TBEFEREGBEELD
BEBEA PR Al BHE=
E—+F+-_A=+—HIEE
7 &5 (8] %5 0] 7 18 # 4510,967,000
7T MR IE M 01,528,000/ 7T °
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
E MR R M

For the year ended 31 December 2018
BHE_Z-N\F+ZA=+—HILLFE

14. INCOME TAX CREDIT (continued) 14. FBHER &)
(b) Reconciliation between tax credit and (b) BEEREHEZREANEHEZS
accounting loss at applicable tax rate: sTEIEYER -
2018 2017
—E-N\F —E—+tF
HK$’000 HK$°000
FETT FET
Loss before tax Fr A% A E 1B (117,905) (452,005)
Tax at the domestic income I AMFTSHE16.5%5T
tax rate of 16.5% H2RR (19,454) (74,581)
Tax effect of expenses not TR MMRAS 2 I E
deductible for tax purpose 22,502 77,962
Tax effect of income not BARMBAZ BB E
taxable for tax purpose (4,806) (5,956)
Tax effect of utilisation of BRBTRER ZAREA
unused tax MIEEE
losses previously not 2GR E
recognised (356) -
Tax effect of tax losses not KRR ERZFHG
recognised TE 1,772 2,575
Overprovision in respect of  BFFEBEEE
prior years - (10,967)
Income tax credit for the year FRFTEHIER (342) (10,967)

REREIR - NEEBAREHARE
E11849442,729,00056 T (—ZZT—
+4F : 434,141,000/87C) © AT A
VAR $H 2R R0 ) o B R B0 F)
FIRTEAER - SR B RIELE R

(c) At the end of the reporting period, the Group (c)
has unused tax losses of approximately
HK$442,729,000 (2017: HK$434,141,000)
available for offset against future profits. No
deferred tax assets has been recognised due
to the unpredictability of future profit streams. THEE ~ TRISEE ] T ER 4
The tax losses may be carried forward [
indefinitely.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

15. DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS
Directors’ emoluments disclosed pursuant to section
383(1) of the Hong Kong Companies Ordinance and
Part 2 of the Companies (Disclosure of information
about Benefits of Directors) Regulation are as follows:

31 December 2018

e M RAR M EE

For the year ended 31 December 2018
HE_Z—\F+ZA=1+—HLLFE

15. EERFTETHAEMSE
22 < RIECE B D B1&51))E383(1)

ERCRAR(HBEESMIEER)EH)HE
2EBWEEANT ¢

—2-N\F+=ZA=+—H

Contributions
Salaries  to retirement
and other benefit
Fees benefits scheme Total
§ieR BIRER
he AR HE 1538 o
HK$’000 HK$°000 HK$’000 HK$°000
THx Téx Fix TEx
Executive directors: HITEE -
Mr. Kitchell Osman Bin Kitchell Osman BinZZ £ - 1,800 18 1,818
Mr. Shimazaki Koji BE =R E - 780 18 798
Ms. Choi Ka Wing BRHENT - 540 18 558
Independent non-executive directors: B {TEE :
Dr. Santos Antonio Maria HREELT 240 - - 240
Mr. Miu Frank H. BEEE 240 - - 240
Ms. Liu Jianyi iy o, 240 - - 240
720 3,120 54 3,894
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
rE MR AR M

For the year ended 31 December 2018

HE_Z— \F+-A=t+—HLHFE

15. DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS (continued)
31 December 2017

15. EERFETHRAEME (&)

—g-—tF+=A=+-8

Contributions
Salaries  to retirement
and other benefit
Fees benefits scheme Total
ek RABH
ik At ah HE e
HK$°000 HK$'000 HK$000 HK$°000
FiET FiEx TiET TiET
Executive directors: HITEE :
Mr. Wong Yat Fai (note a) TRBLE (Wita) - 300 6 306
Mr. Kitchell Osman Bin Kitchell Osman BinZt4 - 1,800 18 1,818
Mr. Shimazaki Koji IEE=EREE - 780 18 798
Ms. Choi Ka Wing BRHENT - 540 18 558
Independent non-executive directors: BV HHTEE -
Mr. Chow Chi Wah Vincent (note b) ~ AEE%RE (Hitb) 80 - - 80
Dr. Kwong Kai Sing Benny (note ¢) ~ BEIRIEL (Hfitc) 80 - - 80
Dr. Santos Antonio Maria HREEL 240 - - 240
Mr. Miu Frank H. o Fa e 240 - - 240
Ms. Liu Jianyi (note d) ekt (Bid) 158 - - 158
798 3,420 60 4,278
Notes: Kizt -
(@) Mr. Wong Yat Fai resigned as an executive director (a) ITHRBEEANR -_FT—+FNA+HE

on 10 April 2017.

(b) Mr. Chow Chi Wah Vincent resigned as an independent
non-executive director on 10 April 2017.

(¢) Dr. Kwong Kai Sing Benny resigned as an independent
non-executive director on 4 May 2017.

(d) Ms. Liu Jianyi was appointed as an independent non-
executive director on 4 May 2017.
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15.

16.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS (continued)

The executive directors’ emoluments shown above
were mainly for their services in connection with the
management of the affairs of the Company and the
Group and the emoluments for independent non-
executive directors shown above were mainly for their
services as directors of the Company. The Company
do not have chief executive.

No directors of the Company waived any emoluments
for both reporting years and no emoluments were
paid by the Group to the directors of the Company
as an inducement to join or upon joining the Group,
nor as compensation for loss of office during the
years.

EMPLOYEES’ EMOLUMENTS

Of the five individuals with the highest emoluments,
three (2017: three) were employees who are not
directors of the Company and the remainder are
directors of the Company whose emoluments are
included in the disclosures in note 15 above. The
emoluments of these three (2017: three) highest paid
employees were as follows:

15.

16.

e B RS R AR Y R

For the year ended 31 December 2018
BE_T-\F+-A=t+-RAILFE

EERTETHRAEME (®)

EXFATRATES M TR BREE
AREEARRARAEE 2 ZBHRERE
MBS MBLFRATES2HHER
BREESEAEFRHRBOMNE - K
NAAWEITIRABE,

RMEREFEAN  ARAESHEN
ZEMNE -RNEMEFER  NEEIAL
BEAARAEFIMERMEARSIE
MAREEHAEBIMARE B 2 R
ER R SRR (E -

EEME
REBESFM2ARALTF Z&(=
T—tF: ZR)BEARAESBUINIZ
BE #HTARARES HMERLEX
MsE15AE R Ll =R (=2 —+F :
—HR)ERRTNEEZMEMT ¢

2018 2017

—E-N\F —E—+tF

HK$’000 HK$’000

FHT FET

Salaries and other benefits e MEMBEF 2,290 2,916
Contributions to retirement IRUKE R FHEI R

benefit scheme 54 54

2,344 2,970
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For the year ended 31 December 2018
HE_Z—N\F+ZA=1+—HLLFE

16. EMPLOYEES’ EMOLUMENTS (continued)

16. EEME (&)

Their emoluments were within the following bands: FiATZEN T UATEE :
2018 2017
—E-N\F —F—+tF
Number of Number of
employee employee
EEA" EEAZ
HK$Nil to HK$1,000,000 T3 021,000,000/ 7T 1 2
HK$1,000,001 to HK$1,500,000 1,000,001 C 21,500,000/ T 2 1
3 3

17. LOSS PER SHARE 17. BREBE
(a) Basic loss per share (a) ERELREE

The calculation of the basic loss per share

RARHEAANEBIEERERNER

attributable to owners of the Company is based THERATERE -
on the following data:
2018 2017
—E-N\F —E—F
HK$’000 HK$’000
FHT FET
Loss ;=
Loss for the purposes of AR EBREREEZ
basic loss per share B8 (117,563) (441,038)
2018 2017
—E-N\F —E—+F
Number of shares R & E
Issued ordinary shares at 1 W —A—HZB#77T
January T 689,421,572 4,548,172,578

FrETRkin 8
PR B 2 8

Effect of shares issued
Effect of share options

139,010,959

exercised 842,466 -
Effect of share consolidations M5 & 22 - (4,023,808,540)
Weighted average number of W+ Z—H=1+—HZ

ordinary shares at 31 TR e a8

December 690,264,038 663,374,997
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For the year ended 31 December 2018
BE-T/\Ft-A=t—HILFE

17. LOSS PER SHARE (continued) 17. BRESE &)
(b) Diluted loss per share (b) EREBHERE
For the years ended 31 December 2018 and HE_Z—"N\NFE_T—+F
2017, diluted loss per share was the same as +-A=+—HILHFE SK#
the basic loss per share because the exercises EEERGREAAREEER R
of the Company’s share options outstanding EFRNITERRRARITEBR
during the year would have an anti-dilutive BEEBEREETE -
effect.
18. PROPERTY, PLANT AND EQUIPMENT 18. ¥ -BEKRE
Furniture,
Leasehold Motor Yacht fixtures and
improvements vehicles and boat equipment Total
fih - KB
RENEEE ot R e it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT T AT T FAT
COST A
At 1 January 2017 R-F-+%-B-H 527 2,184 45,000 1,010 18,721
Additions AE - - 250 559 809
Additions through acquisition of a ~ EENE-FHELMAE
subsidiary (note 40(b)) (Hrit4o0) - 94 - 60 154
Disposal of a subsidiary (note 41(c)  HE—ENBARHiH41(c) . - (250) - (250)
Disposals i - (94) (45,000) (275) (45,369)
At 31 December 2017 and RZE-tE+ZA=T-H
1 January 2018 R=Z-/\§-A-H 501 2,184 - 1,354 4,065
Additions hE 165 - - 216 381
Disposals & (527) - - (45) (572)
At 31 December 2018 R=E-NE+ZA=1-H 165 2,184 - 1,525 3,874
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For the year ended 31 December 2018
HE_Z—N\F+ZA=1+—HLLFE

18. PROPERTY, PLANT AND EQUIPMENT 18. M¥ -BMERRZE (&)
(continued)
Furniture,
Leasehold Motor Yacht fixtures and
improvements vehicles and boat equipment Total
il %E
RENERE RE il b FET @it
HK$'000 HK$000 HK$'000 HK$'000 HK$000
T TAL TET AL FET
DEPRECIATION AND IMPAIRMENT ~ FERHfE
At 1 January 2017 RZE-t5-A-H 287 255 14,200 185 14,947
Charge for the year ERik 176 484 757 197 1614
Eliminated on disposals of a NE-HNBARRES
subsidiary (note 41(c) (Wztane) - - ) - 6)
Written back on disposals HEREM - 47) (14,971) 98) (15,116)
At 31 December 2017 and RZE—tETZA=T-0R
1 January 2018 “E-\5-A-H 463 692 - 284 1439
Charge for the year ERik 72 436 - 290 798
Written back on disposals HERED (520) - - ) (528)
At 31 December 2018 RZB-NE+Zf=+-A 15 1,128 - 566 1,709
CARRYING VALUE HEfE
At 31 December 2018 RZB-NE+Zf=+-A 150 1,056 - 959 2,165
At 31 December 2017 RZF-tErZA=T-H 64 1492 - 1,070 2,626
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

e B RS R AR Y R

For the year ended 31 December 2018
HE_ZT-N\F+A=t+—HILLFE

PROPERTY, PLANT AND EQUIPMENT 18. Y% BEKR®E (&)

(continued)

The above items of property, plant and equipment IWEME BEREZEER DUNELE
are depreciated on a straight-line basis at the following RATFERFE -

rates per annum:

Leasehold Over the shorter of the TEYERE REEHESEREESE
improvements term of the lease, or 5 HmE 7 REE
years
Motor vehicles 20% E 20%
Yacht and boat 10% 757 fIE R R N 10%
Furniture, fixtures and  20% EM-EER  20%
equipment 1
GOODWILL 19. HE
HK$’000
FET
Cost AR
At 1 January 2017 R-_ZE—+F—H—H -
Arising on acquisition of a subsidiary R s g — TP B 1 B i R Ak
(note 40(b)) (Kzt40(b)) 5,878
At 31 December 2017, 1 January 2018 RZE—+HF+_A=+—H =%
and 31 December 2018 —NF-—A—BERZZE-NF+=
R=+—H 5,878
Impairment A
At 1 January 2017 WZZE—+F—H—H -
Impairment loss recognised in the year FRERBEEE 5,878
At 31 December 2017, 1 January 2018 RZE—+F+=A=+—H"
and 31 December 2018 —E-NF—-H—BK
—ZE-)\F+_A=+—H 5,878

Carrying value
At 31 December 2018 and 2017

BRI
RZB-NER=-F—+F

+=A=+-~8 -

Goodwill is allocated to the Group’s CGU of the
securities brokerage services business under the
integrated financial services in Hong Kong.

BEIREEARBENEERE R
BARTSIA T A8 SRR A RS X5 Y
ReEEE -

2018 il EEEBERERAR
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FINANCIAL STATEMENTS
e B RR M
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o
B

19.

T \F+-A=t+-BLEE

GOODWILL (continued)

Impairment test for CGU containing goodwill

For the impairment testing, goodwill arising from the
acquisition of John & Wong and trading rights held
in the Stock Exchange classified as “intangible assets”
are allocated to the Group’s CGU of the securities
brokerage services business under the integrated
financial services in Hong Kong.

The recoverable amount of the CGU was based on
its value in use and was determined with the
assistance of Asset Appraisal Limited, an independent
professional qualified valuer not connected to the
Group. The calculation used cash flow projections
based on financial budgets approved by management
covering a five-year period. Cash flows beyond the
five-year period are extrapolated using an estimated
growth rate stated below which does not exceed the
forecasts included in industry reports. The growth
rates used do not exceed the long-term average
growth rates for the business in which the CGU
operates. The cash flows are discounted using a
discount rate stated below. The discount rates used
are pre-tax and reflect specific risks relating to the
relevant CGU.

Key assumptions used for the value-in-use calculations
are as follows:

19.

BE &)
EENENESELEBURENR
BRERRHE - A [BEVEE]
HY B 7 S R A B R FTS E X S
EENEE  SRAEEREBGES
BRBETESLLREEBNREE
H B o

ReELEMNAREOSRERERE
B EhsEEENERMBRAR(—
HBIEXAERAERM BAKEIL
EEE)MB TEE At EERENER
EHENRERFHRNMBEEED
MR RIER - BB A FHRAMNRER
ER T AFHERE(NBBITERS
FEENEA)ER - FIERAMNERERT
BBReEEBULEMERFNRY
TR R - HEIMEM T AR KA,
B P AR R B HAIRIR K - |
BREERSELEUARNEERR

ERAEBENEMERNEIE/RRAT

2017

—E—+F

Growth rate 18 £ & 3%
Gross profit margin ESVUES 75% — 81%
Discount rate AL38 & 16%
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20.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

GOODWILL (continued)

Impairment test for CGU containing goodwill
(continued)

Management determined the budgeted gross margin
based on past performance and its expectation for
market development. The cash flow projections has
taken into account the deteriorating financial
performance of the securities brokerage services
business due to the unfavourable changes in recent
months and the actual net cash flows generating
thereon worse than those estimated in the previous
impairment assessment. Accordingly, the cash flow
projections have been revised downwards.

At 31 December 2018, no impairment loss on goodwill

(2017: HK$5,878,000) and intangible assets (2017:
HK$2,072,000) was recognised by the Group.

INTANGIBLE ASSETS

19.

e B RS R AR Y R

For the year ended 31 December 2018
BHE_Z—)\F+_A=1+—HILFE

e (&)
EEBENRSELEURENR
(%)
EEBENBAERBENEMSERNTA
HEFREENX -ReREUZER
3 HREROBATSTINED  BHK
IRBERBOTBEREEE HELN
ERReREFRENRFRRERNEP
BVfEET o Bt - BERFERE T -

R-E—N\F+_A=+—H8 A&EH
FEE(ZZF—+t 4 5,878,000 T)
MEREE(ZZT—+F 2,072,000

7T ) b R RE SRR (BB 18 o

20. BEE

Trading
rights
CGl held in the
animation Stock
pictures Exchange Total
REERFEHE
ENEREE WX 5 wne
HK$’000 HK$°000 HK$’000
T FET T#ET
(note a) (note b)
(Ktita) (Ktatb)
Cost 5%
At 1 January 2017 R-_Z—+tF—H—H 287,405 - 287,405
Addition through FRUWEE B A A
acquisition of A E (K7240(b))
a subsidiary (note 40(b)) - 2,931 2,931
At 31 December 2017, R-ZE—tF
1 January 2018 and +ZA=+—8"
31 December 2018 - )\F¥—H—H
R=ZF—N\F+=H
=+—A 287,405 2,931 290,336
2018 £ EFERZERABRAF
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HE_Z—N\F+_A=+—HIFE

20. INTANGIBLE ASSETS (continued)

20. BEE &)

Trading
rights
CGl held in the
animation Stock
pictures Exchange Total
RS
BlEGEE MR 5 4z
HK$’000 HK$’000 HK$’000
FET FET FET
(note a) (note b)
(Ktita) (KfaEb)
Accumulated amortisation Rzt##KXKEE
and impairment
At 1 January 2017 RZZE—+F—HF—H 287,405 - 287,405
Impairment loss recognised 4 RTERHY R B /E 18
in the year - 2,072 2,072
At 31 December 2017, RZZE—LF
1 January 2018 and +—-RA=+—8"
31 December 2018 —E-NF¥—H—H
RZ_ZE—N\F+_H
=+—H 287,405 2,072 289,477
Carrying value REE
At 31 December 2018 R-ZE-NER
and 2017 —E—tf
+=ZA=+—H - 859 859
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For the year ended 31 December 2018
HE_Z—\F+-ZA=t+—HLHFE

20. INTANGIBLE ASSETS (continued) 20. BEEE (&)
Notes: Mtat -
a) CGl animation pictures were internally generated and a) BEREGRBERANITEERIKESR

LB A 2 BUERARSIEE - 8RR
BRZEERAR R TS R ES
B (h) -

stated at production costs incurred to date, including
borrowing costs capitalised, less accumulated
amortisation and impairment losses, if any.

b) Trading rights was identified through acquisition of a b) REHEFBKBENE QAR E M
subsidiary, John & Wong, and stated at cost less B RASE REDREESE (10F)
accumulated impairment losses, if any. N

c) At 31 December 2018, no impairment loss on intangible c) RZEB-N\F+ZA=+—H IE

assets was recognised (2017: HK$2,072,000). BREMEEZREE]E (Z2—+

£ : 2,072,000 7C) °

21. OTHER FINANCIAL ASSETS 21. HMBKEE
31 December 1 January 31 December
2018 2018 2017
—E-N\E  ZE-\f ZB—t%
+=A=+—-H —A—B +=ZA=+-—H
HK$’000 HK$°000 HK$°000
FHET FEr FEx
Financial assets measured at BBBEEATEYERN
FVPL MBEE
Equity securities listed in WIHFHEEENE
Hong Kong not held for A& TR AN S
trading (note a) (Hfeta) - 43,092 -
Financial assets measured at ?ﬁ‘i@ﬁﬁﬂ%@%{)\ﬁ@
FVOCI (recycling) TEIGNMBEE
(E1)
Debt securities listed in K LT ERES
Singapore (note b) (Kiztb) 6,562 8,086 -
Available-for-sale financial RLENBEE
assets N \
Equity shares listed in Hong E\?%LTH%$?§%
Kong (note a) . (Hiita) \ - - 43,092
Debt securities listed in %ﬁﬂ]ﬂ?ﬂ:ﬁ%ﬁ%%’é 7
Singapore (note b) (KfiEb) - - 8,086
- - 51,178
Total 5 6,562 51,178 51,178
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For the year ended 31 December 2018

HE_Z—)\FTZA=T—HILFE
21. OTHER FINANCIAL ASSETS (continued) 21. HMHEE &)

Notes: Mtat -

(a) On 22 March 2017, the Company issued shares in (a) E’\\ —tF=ZRA=+=H AR
exchange for the shares of Enerchina Holdings Limited, ﬁﬁﬁ{ﬁ AR AR R Hﬁ*ﬁﬁﬁé
a company listed on the Stock Exchange with a fair A (BXprEmaal) Baiksm - BNk
value of HK$107,730,000 at the acquisition date. ,ﬁﬁﬁ,ﬁﬁﬂ’] N F{E£A107,730,00078 7T ©
For the year ended 31 December 2017, the Group HE-_ZT—+tF+-_A=+—HIHF
identified significant decline in the stock price of the = $$l§§‘£ﬁhﬂ%ﬁﬂ’]ﬂ§ﬁ7ﬁ¢m—r
shares, and recognised impairment loss in the amount 2 B LR R (B E51864,638,00078
of HK$64,638,000 accordingly. At 31 December 2017, ﬁ cHZE—+F+_-_A=+—8"
the fair value was HK$43,092,000 and such investments N F{E /43,092,000 T + ZFRE
are pledged to a financial institution to secure the BEEBET-—HESmIERE  BRESH
margin facilities. BIRMEEIR -

(b) On 21 June 2017, the Group subscribed for senior (b) RZE—+FXA-+—HH AEH
notes issued by China Evergrande Group at an REFEERSEEITNELEE
aggregated principal amount of USD1,000,000 & #2%8 41,000,000 (FHER
(equivalent to HK$7,800,000). The senior notes carry 7,800,000/87C) ° EBAEENZEMEF
coupon rate of 8.75% per annum, payable semi- EETF8.75%  AFFFHRL
annually in arrears and mature on 28 June 2025. The - WERZFE_AFAZTN\R
senior notes are listed on the Singapore Exchange FER - BAEZERTIINEESRSET
Securities Trading Limited. BRAR LT

22. OTHER NON-CURRENT ASSETS 22, HMFERBEE

2018 2017

—E-N\F —T—+tF

HK$’000 HK$’000

FET T#ET

Club debenture (note) gH#EES (K1) 1,300 1,300
Statutory deposits with the B FEER S

Stock Exchange 200 200

1,500 1,500

Note: The club debenture with indefinite useful life is tested Mat - RRERAERAFH EREFTF

for impairment annually and whenever there is an
indication that it may be impaired. The directors of
the Company are of the opinion that no impairment
loss was identified with reference to market value.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

INTEREST IN A JOINT VENTURE

e B RS R AR Y R

For the year ended 31 December 2018
HE-Z—\F+-_A=1+—HLLFE

23. RN—EEELEIRES

2018 2017

—E-N\F ZE—tF

HK$’000 HK$°000

FET FAET

Cost of interest in a joint venture N —RA S D EREZ 2 KA - 150,000
Share of post-acquisition loss 2 Uk iE1% &8 - (10,619)
- 139,381

As at 31 December 2017, both the Company and
Bob May Incorporated (“BMI”) held 50% equity
interest in Imagination Holding Limited by contributing
HK$150,000,000 each as initial capital pursuant to a
joint venture agreement dated on 26 February 2016,
which has two wholly-owned subsidiaries namely
Jocasta Ventures Ltd and Simagi Finance Company
Limited.

Imagination Holding Limited, the joint venture in which
the Group participates, is an unlisted corporate entity
whose quoted market price is not available and
engages in the provision of finance and money lending
business.

On 2 February 2018, the Group entered into a sale
and purchase agreement with its joint venture partner
to dispose its whole interest in Imagination Holding
Limited and its subsidiaries (the “Joint Venture”) at a
cash consideration of HK$150,000,000, after which
date the Joint Venture was held for disposal. The
disposal of Joint Venture was completed on 23 April
2018 and a gain on disposal of HK$7,098,000 was
recognised in the consolidated statement of profit or
loss for the year ended 31 December 2018.

RZE—+F+ZA=+—8 ' ARQF
E2Bob May Incorporated([BMI]) &
BERBRRAZTE—RE_AZTRN
H 2 & & % % 8 /% 150,000,000/
TERMFZER KR EEBMIIFE A
Imagination Holding Limitedf950%/%
# + Imagination Holding Limited& &
% & Mf B A AlJocasta Ventures Ltd
Simagi Finance Company Limited °

K& E2EE & & B Elmagination
Holding Limited& — M LM A A E
B WEMSWE  RIEERERE RN
(EE

R-ZE—-NE-_A-RA A£EHEEHESL
ERHIIL—HEEmZE NBRERE
150,000,000/ 7T i & #Imagination
Holding Limited & H [ff & A 5([ Z &
EhEDNEHER ZBEZEE
TEDFELE -HEZAERERZ
T-NFENA-+=B%K HEKZE
7,098,000 THREZ T —\F+=
A=+—BIFEMNGEBERRER
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
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For the year ended 31 December 2018
BHE_Z-N\F+ZA=+—HILLFE

23. INTEREST IN A JOINT VENTURE

(continued)

23. R—EEeEL¥ECER B

Proportion of
ownership

Proportion of
voting rights

Country of Principal place interest held held by the
Name of joint venture incorporation of business by the Group Group Principally activity
AEEREZ AREREZ
RELELR TR LER TEEENMY  ARERNA  REERH EEER
Imagination Holding Limited Republic of the Hong Kong - - Investment holding

Marshall Islands B

SRBEHSHAE
Jocasta Ventures Ltd BVI Hong Kong
(wholly-owned subsidiary of EERLEE BE
Imagination Holding Limited)
(Imagination Holding Limited
Z2EBMBRA)
Simagi Finance Company Limited  Hong Kong Hong Kong

(wholly-owned subsidiary of & BE

(2017: 50%)  (2017: 50%) &K
(ZB—tF: (ZF—t%F:
50%) 50%)

- - Intermediate holding
(2017: 50%)  (2017: 50%) FN 2K
(ZB—tF: (ZF—tF:

50%) 50%)

(2017: 50%)  (2017: 50%)

Provision of finance and
money lending business

Jocasta Ventures Ltd) (ZF—tF: (ZT—tF: RERERMEES
(Jocasta Ventures Ltd 50%) 50%)
ZEEMRBRATF)
Summarised financial information of the joint SEDEHBRERBE
venture
Summanised financial information in respect of the REBEEPE ZHBEERBEHY w0
Group’s joint venture is set out below. To
2017
—E—tF
HK$’000
TF#ET
Current assets MENEE 278,762
Included in the above assets: FTALMEE
Cash and cash equivalents RehRESEMEEE 150,397
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23.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

INTEREST IN A JOINT VENTURE 23.

(continued)
Summarised financial information of the joint
venture (continued)

e M RAR M EE

For the year ended 31 December 2018
BE_T-\Ft-A=+—RBILEE

R-E&EhbE R (8

EhXCMBENEE (B)

2018 2017
—E-N\F —ZE—+F
HK$’000 HK$°000
FET FEIT
Revenue LON 7,123 13,689
Profit/(loss) and total wH (BB RFRNEE
comprehensive income/ WA (FX) @58
(expense) for the year 7,043 (6,615)
Included in above profit/(loss): & A L#U&EF](E51E):
Interest income FEUA 7,123 13,689
Impairment loss on available-for- It HERE 2 FHEEE
sale investments (note) (KtaE) = (20,146)
Reconciliation of the above summarised financial L BERBERNGE M BRERA

information to the carrying amount of the interest in
the joint venture recognised in the consolidated
financial statements:

EEWZEA/\%TE% m'lZEEETEZ%‘\J
B -

2017

—tF

HK$’000

T

Net assets of the joint venture BEPEZEEFE 278,762
Proportion of the Group’s ownership KEEREEE AR

interest in the joint venture Rz L) 50%
Carrying amount of the Group’s interest in AEBEREECEZ#ERZ

the joint venture REE 139,381
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M RR MR

For the year ended 31 December 2018

X —FHE
BEr_—=

23.

24,

NF+ZA=+—HLFE

INTEREST IN A JOINT VENTURE 23. R—HEEELEIER &)
(continued)
Summarised financial information of the joint EMEMKENEE (&)
venture (continued)
Note: During the year ended 31 December 2017, the Mzt BE_Z—+F+_A=+—HIF
management of the joint venture company reversed B AREGTETEEELERRER
the carrying amount of available-for-sale investments AN ERERAENEBRIRN - I
with reference to the business performance prepared BOrHEERENREE - 2100
by the investees’ management. An impairment loss HHEERENEAEARRBAERSET
of HK$20,146,000 in respect of available-for-sale % EREE—_E—+tE+A=+
investments has been recoginsed in profit or loss for —BIFENBERTRAIEEERE
the year ended 31 December 2017 in view of significant T#RRR (B E51820,146,00078 T °
and prolonged decline in the carrying amount of
available-for-sale investments.
PREPAYMENT FOR FILM RIGHTS 24. EXMRETANIE
2018 2017
—E-N\F —tF
HK$’000 HK$’000
FET FET
Prepayment for film rights B RETRNIA 3,900 -

During the year ended 31 December 2018, the Group
entered into an agreement with an independent third
party and agreed to invest six films. The Group is
entitled to share certain percentage of income to be
generated from the films based on the proportion of
investment amounts as specified in the agreement.

The Group prepaid HK$3,900,000 in relation to the
development of one of the proposed films. The
prepayment will form part of the contribution by the
Group for the production cost of the proposed film.

At 31 December 2018, the management of the Group
considered that the carrying amounts of prepayment
for film rights are recoverable from expected future
income of related film rights. Accordingly, no
impairment loss was recognised.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M RAR M EE

For the year ended 31 December 2018
HE_Z—\F+ZA=1+—HLLFE

ACCOUNTS RECEIVABLE

25. FEUWEBRFX

2018 2017
—E-N\F —E—+F
HK$’000 HK$’000
FET TF#ET
Accounts receivable arising from &AL RIFEL 2 B
securities brokerage business: BR3¢
- Cash clients - ReEF 269 883
- Margin clients —REEEP 4,501 _
4,770 883
Accounts receivable arising from EEEEREHEL
CGl business 2 FEW AR R 158 60
4,928 943

An ageing analysis of the accounts receivable as at

R¥RE R B ERF IR 5 B HEl D

the end of the reporting period, based on the trade WERE DT AT -
date, is as follows:
2018 2017
—E-N\F —E—+F
HK$’000 HK$’000
FHET FET
Within 90 days 90HIA 4,928 943

At 31 December 2018, none (2017: none) of the
Group’s accounts receivable was considered to be

impaired.

RZE-N\F+_A=+—8 K&£H
EWERFBME( T —+F : #)FEA

HIRRIE

2018 F

BHERZERER AR
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
E MR R M

For the year ended 31 December 2018
HE_ZT—N\F+A=T—HILFE
25. ACCOUNTS RECEIVABLE (continued)
(a) Accounts receivable neither past due nor
credit-impaired
The ageing analysis of the accounts receivable
which are neither past due nor impaired as of
the end the reporting period is as follows:

25. FEUWBRFX (&)
A8 458 360 A O 4 4 B SR o PE LKL R

(a)

=k
TFA

R & B R AR B B IR R B HY
MR AR B AT AA T

2018 2017
—E-N\E —T—+F

HK$°000 HK$’000

FET FET

Neither past due nor impaired BE-R¥EHTHERE 4,928 943

Notes:

(@) The normal settlement terms of accounts
receivable from cash clients are two days after
the trade date. Accounts receivable from cash
clients are repayable on demand subsequent
to the settlement date.

(b) Accounts receivable from cash clients as at
31 December 2018 and 2017 relate to clients
that have a good track record with the Group
for whom there was no recent history of
default.

(c) The Group offsets certain accounts receivable
and accounts payable when the Group currently
has a legally enforceable right to set off the
balances and intends either to settle on a net
basis, or to realise the balances simultaneously.
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25.

26.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M RAR M EE

For the year ended 31 December 2018

ACCOUNTS RECEIVABLE (continued)

Notes: (continued)

(d) At 31 December 2018, except for margin loans
receivable of HK$4,501,000 (2017: Nil), which were
secured by underlying equity securities amounted to
approximately HK$69,463,000 (2017: Nil), the Group
did not hold any collateral or other credit enhancements
over these balances.

(e) Trading limits are set for margin customers. The Group
seeks to maintain tight control over its outstanding
accounts receivable in order to minimise the credit
risk. Overdue balances are regularly monitored by
management.

OTHER RECEIVABLES, DEPOSITS AND
PREPAYMENTS

BE-Z—\F+-A=+—ALFE

PEW AR ()
BE o ()

(d)

RZZ—N\F+ZA=+—80 " KE
W iR7E & B 504,501,000/ 7C (ZF—
+F &) LASFE469,463,000/8 T
(ZZ—tF : &) BEEREES
WIS - AEBWERZSESRES
I G ok EL At 15 RIS S8 5 1 o

RESEFPXEERBRF - NEHE
BAOHEREE EUERFRE R EE L
B WBEERBREERE - B2

HBW R  BERAN

2018 2017

—g-)\f e

HK$’000 HK$’000

FHT F#&T

Other receivables H h U GRIB 558 405
Deposits and prepayments e RIBRH 2,738 1,779
3,296 2,184

The amounts are expected to be recovered or
recognised as expenses within one year.

2y o

%R IRTEHIRN — F AR R ER SR
i o

2018 3k EBEEBERER AR
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

A M ERRME

For the year ended 31 December 2018

BE-_Z—-\FE+-_A=1+—RHILEZE
27. LOANS RECEIVABLE 27. ERER
2018 2017
—E-N\E —T—+F
HK$’000 HK$’000
FET FEIT
Loans receivable JEE K 16,516 -

Loans receivable represented receivables arising from
the provision of finance business of the Group, and
bears interest at rates ranging from 6% to 10% (2017:
Nil) per annum. The Group did not hold any collateral
or other credit enhancements over this balance.

Maturity profile

At the end of the reporting period, the maturity profile
of loans receivable, based on maturity date, is as
follows:

EREFEACEERHREEBRE
2 EBIE  IREF6%E10%(ZF
—HF ) 2R KR AEE WG
AT A (TR R e B S AR

i o

2RISR
REmEHR BRREFZIHAS S
FEERAT

2018 2017
—E-N\F —F—tF
HK$’000 HK$’000
FET FEIT
Due within 1 month or — @A AR Hs Iz Bk
on demand 16,516 -

At 31 December 2018, loans receivable that are neither
past due nor impaired amounted to HK$16,516,000
(2017: Nil). All loans receivable have been settled by
the debtors subsequent to the end of the reporting
period.
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27.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
E M RR M

For the year ended 31 December 2018
HE-ZT—\F+-A=+—HIFE
LOANS RECEIVABLE (continued) 27. EBWER &)
Analysis of the gross carry amount of loans receivable EWERHEBREEI T -
is as follows:

Stage 1 Stage 2 Stage 3 Total
F1RER F2PE R SE3ME B et
HK$’000 HK$'000 HK$'000  HK$’000

FET FET FET FAET

Gross carrying amount as R=ZZE—N\F—H—H

at 1 January 2018 HAEREE - - - -
New loans/financing ISERBE

originated 299,409 - - 299,409
Loans/financing derecognised F M4 |F RS EE R

or repaid during the year B @&

(other than write-offs) (M EBBRAN) (282,893) - - (282,893)

Gross carrying amount RA-ZE—N\E+=A

as at 31 December 2018 =+—HHAREE 16,516 - - 16,516
Definitions of Stage 1, Stage 2 and Stage 3 are FIPKER - 2R R EIREMERTIE
detailed in note 6(b)(iv). FIHA M 5E6(D)(iv) °

2018 il EFBBIERERAR
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
E MR R M

For the year ended 31 December 2018
BHE_Z—\F+_A=1+—HILFE

28. HELD-FOR-TRADING INVESTMENTS 28. FEEERE
Held-for-trading investments represent the listed BEEERBEMNBEBLTRAES
equity securities in Hong Kong of HK$549,022,000 549,022,0007& 7T —Z—+4F : 432,023,000
(2017: HK$432,023,000). All listed equity securities in B MEES EMRAFESEERTE
Hong Kong are pledged to financial institutions to BhHE - (ERIRESRIE BRI - RE
secure margin financing facilities obtained. Details of BRI +2IREFBNT -
the Group’s top ten investments are as follows:
Approximate Number of
%to  Approximate issued
Number of held-for- % shareholding shares of
shares  Closing price ~ Market value trading  in investee investee
held as at as at as at as at as at as at
Stock 31 December 31 December 31 December  Realised  Unrealised 31 December 31 December 31 December
Note code Stock name 2018 2018 2018 loss  gain/(loss) 2018 2018 2018
N-g-N%
W-8-NF tIRZt-B  RZE-NE
R-8-N8  RZB-NF  R-ER-NE tZR=t-B  LBRENE  tZR=1-B
Rt tZR=t-B fZAZt-B tZB=1-R AERRE  GREREN REH  BRRELIN
W R% RHLR HERRAHE HeHE WFE CE#REE / (FE) BoEal  BREAM CEORGEA
HK$ HK$'000  HK$'000  HK$'000
T FET T FET
() 622  Enerchina Holdings 39,434,000 0.485 19,125 (3.942) 2,030 3.48% 0.68%  5:811,766,262
Limited
AEERRERAR
() 708  Evergrande Health 21,000,000 10.300 216,300 - 25,597 39.40% 0.24%  8,640,000,000
Industry Group
Limited
BARREREE
BRAR
() 718  Tai United Holdings 70,000,000 0.285 19,950 - (44,450) 3.63% 1.33%  5250,019,852
Limited
AAERERAT
(4) 887  Emperor Watch & 50,750,000 0.230 11,673 - (4,672) 2.13% 0.75%  6,779,458,129
Jewellery Limited
ASBEREERAT
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

For the year ended

31 December 2018

BE_Z—\F+A=1T—HLHFE

28. HELD-FOR-TRADING INVESTMENTS 28. FHEEERE (#)
(continued)
Approximate Number of
%to  Approximate issued
Number of held-for- % shareholding shares of
shares  Closing price ~ Market value trading in investee investee
held as at as at as at as at as at as at
Stock 31 December 31 December 31 December  Realised  Unrealised 31 December 31 December 31 December
Note code Stock name 2018 2018 2018 loss  gain/(loss) 2018 2018 2018
H-g-N%
W-%-Nf tZB=t-B  RZEF-N\f
R-B-NE  RZZ-NF HIF-NE tZR=t-B  LBRELA  tZR=1-R
R tZR=t-B fZAZt-B tZA=t-R FEBRE  GREREN REH  RRELIN
WE R% RHLE RERRAHE WeHE WiE EEBEE /(BB BoEA  BREAM CEORGEA
HKS HK$'000  HKS$'000  HK$'000
AT FET TET FET
B 9%  Carnival Group 175,000,000 0.145 25,375 (48,135 (52,500) 4.62% 0.74%  23,774,780,585
International
Holdings Limited
FEEERARERLT
6) 997 Chinlink International 40,000,000 0.850 34,000 - (6,000) 6.19% 2.74%  1,461,609,692
Holdings Limited
EEDSERER
BRAR
(1)~ 1031  Kingston Financial 28,168,000 1.860 52,392 - (417) 9.54% 0.21%  13,614,480,666
Group Limited
SHELRRRERAT
(8 1224 CC Land Holdings 54,740,242 1.890 103,459 - 6,397 18.84% 141%  3,882,334,668
Limited
mAEARARAR
(9 1332  China Touyun Tech 100,000,000 0.135 13,500 - (14,000) 2.46% 1.02%  9,797,311,301
Group Limited
REEEHEEE
BRAR
(10) 6060  ZhongAn Online P & C 500,000 25.050 12,525 - (1,575) 2.28% 0.11% 469,812,900
Insurance Co., Ltd.
REEEHERRRR
BRAR
2018 T EFERZERERAR
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Enerchina Holdings Limited (“Enerchina”) was
incorporated in Bermuda. Enerhina is an
investment holding company principally engages
in investment holdings, trading and investment
in securities, and the provisions of (i) securities
brokerage services, (ii) placing and underwriting
services, (iii) corporate finance advisory
services, (iv) money lending services, (v)
investment advisory and asset management
services, and (vi) margin financing services.
Enerchina operates through three segments: (i)
financial services segment — the provision of
securities brokerage and provision of financial,
consultancy and corporate financial advisory
services; (ii) securities trading and investments
segment; and (iii) money lending segment.
According to the latest published audited
financial statements, Enerchina had net assets
of approximately HK$6,414 million attributed to
its shareholders as at 31 December 2018.

Evergrande Health Industry Group Limited
(“Evergrande”) was incorporated in Hong Kong.
The principal activities of Evergrande include
“Internet+” community health management,
international hospitals, elderly care and
rehabilitation, medical cosmetology and anti-
aging in PRC, and the investment in high
technology new energy vehicle manufacture.
Evergrande operates through two segments:
(i) health management segment — “Internet+”
community health management, international
hospitals, elderly care and rehabilitation,
medical cosmetology and anti-aging in PRC;
and (ii) new energy vehicle segment — production
and sale of new energy automotive planned
launching various multi-type vehicle series
including FF91 and FF81. According to the
latest published unaudited financial statements,
Evergrande had net assets of approximately
RMB1,030 million attributed to its shareholders
as at 30 June 2018.

@)

BREETERER AR (THEE])
REREFMEKL BEERS—
FIREZERAG REERER
EER BHEBEREEURRE
H()E H & 42 RS 5 (i)E AR R B
AR ¢ (i) EmEBEMRTS
(iVVRERE : WEREBRRE
EEERE  RVI)IRZLBER
o BEEEBRB=ADILE - (i)
TRRGEDE - RHBHELLRK
Riter BERERCEREBEMN
R (NBHEERIEED
K (i) B 7 &6 - B IB &5 T3 A
KEZVBERE BEER_-Z
—N\E+-_A=+—HHREE
i & E JF 18 496,414,000,000/%
oo

BARREXEBEBRAF(E
RKDREBTMRI - EXER
FERERTPREE BB A
MHERRER BERER -BEK
REEXENMBEXARIEE
UEEERRIEFMERTIER
HEoEBARFEBWMIED LR (i)
REESH -RHPEKE[EH
e ttEEREE BBRER-
BEENREEX BEXARN
TE: R EERAED B —
B8 K 8 & 5T 8 ¥ H BFFO1
FF81% % R Z A F LR A
BoRBEEFTAEHNRECEZY
BHRE BEAR-_ZE—NEXA
—tANRREEEEFENR
AR #1,030,000,0007T



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e W B HRRMNE

28. HELD-FOR-TRADING INVESTMENTS

(continued)

(3)

Tai United Holdings Limited (“Tai United”) was
incorporated in Bermuda. The principal activities
of Tai United include investment and asset
management,
business. Tai United operates through seven
segments which is organised
operating divisions: (i) financial
segment - fund investment,
securities and margin financing, trading and
brokerage of futures contracts, asset
management, money lending business and
insurance brokerage service to customers in
Hong Kong; (ii) securities investment segment
- trading equity securities and derivatives in
the PRC, Hong Kong and Singapore; (iii)
commodity trading segment - trading of
petrochemical products and metal-related
products in Singapore; (iv) property investment
segment — property investment and leasing of
properties in the PRC, Hong Kong and the
United Kingdom; (v) distressed debt asset
management segment — managing of assets
arising from acquisition of distressed debts
assets in the PRC; (vi) mining and exploitation
of natural resources segment — mining and
production of tungsten resources activities in
the Republic of Mongolia; and (vii) others
segment - consists of trading of medical
equipment and other general goods in the PRC.
According to the latest published unaudited
financial statements, Tai United had net assets
of approximately HK$5,056 million attributed to
its shareholders as at 30 June 2018.

financial services and other

into seven
services
provision of

28. #HEE

(3)

For the year ended 31 December 2018

BE_FT - \FT=A=+—RILEE
BERE (#)

AMERER AR AMDRE
FREFMKL KAMERETE
BREEREEERE RR%
REMERK - KFBEBEEDH
KO ZETS WK S AL D EB
HhermRBorFM-—E2KRE B
BEANBPREZESFRRESR
& HEAGHNEBENGK BEE
g E&ffﬁéfkliﬁﬁ’i%%%EHEﬁ*
(iIEBEHFREDH P FE
REFMEEBERAEZESRITET
B (i mEB S0 3 — R
EEALEREEBRBEER
(VVIERESH —RNFH - FH
REBEZMERERBEME
WHrREBEEERE S —RH
BB IREBEEMEECE
EER  (VEENERIAER
DE - EH EMBE 2 50E & &
EREERED : Rvi)E 5
H-aiERrEEERERERER
Hfth — A% 75 on o BRSO TR
REEZVBREK KR ZF
—N\ERNA=ZTHHNRREGE
= F{E#47/55,056,000,0007 7T °
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018

Hm—F

B E

NE+ZA=+—HILFE

28. HELD-FOR-TRADING INVESTMENTS

(continued)

(4)

(%)

Emperor Watch & Jewellery Limited (“Emperor
Watch”) was incorporated in Hong Kong. Emperor
Watch is a leading retailer of European-made
internationally renowned watches, together with
self-designed fine jewellery products under its
own brand, “Emperor Jewellery”. Emperor Watch
operates through two business segments: (i) sales
of watch segment and (i) sales of jewellery
segment. According to the latest published
audited financial statements, Emperor Watch had
net assets of approximately HK$4,465 million
attributed to its shareholders as at 31 December
2018.

Carnival Group International Holdings Limited
(“Carnival Group”) was incorporated in Bermuda.
Carnival Group investment holding
company principally engaged in theme based

is an

leisure and consumption business, focusing on
the design, development and operation of
integrated large-scale tourist complex projects
in key cities in and outside PRC that comprise
of theme parks, hotels, shopping and leisure
facilities as well as other theme based
consumption. Carnival Group operates through
three segments: (i) property development and
investment segment — developing residential
and commercial properties in PRC and Hong
Kong for sales and leasing; (ii) trading and
investment business segment — investing on
securities and financial instruments; and (iii)
retail-related
consultancy and management services,

others segment - providing

operating kids’ edutainment center, touring
carnivals and operating restaurants in Hong
Kong. According to the latest published
unaudited financial statements, Carnival Group
had net assets of approximately HK$10,452
million attributed to its shareholders as at 30
June 2018.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e W B HRRMNE

28. HELD-FOR-TRADING INVESTMENTS

(continued)

(6)

Chinlink International Holdings Limited
(“Chinlink”) was incorporated in Bermuda.
Chinlink principally engages in provision of
comprehensive financial services in Shaanxi
Province and Hong Kong, international trading
and supply chain finance businesses, investment
and operating commercial properties and large-
scale trade and logistics park in Shaanxi
Province. Chinlink operates through six
segments (i) international trading — trading of
consumer goods and electronic components;
(ii) property investment - leasing of property
and provision of property management services;
(iii) financing guarantee services — provision of
corporate financing guarantee services and
related consultancy services; (iv) finance lease
services — provision of finance lease services;
(v) financial advisory services - provision of
financial advisory and asset management
services; and (vi) logistics services — provision
of logistic services. According to the latest
published unaudited financial statements,
Chinlink had net assets of approximately
HK$1,960 million attributed to its shareholders
as at 30 September 2018.

For the year ended 31 December 2018

HE-Z—\F+-A=ft-ALFE

28. BEEERE (&)

(6)

LTEPSEBRIERERAR(E
e )R BEREFMAKL T
EheETZRRAE REBRMH
RETRRY REES LR
BERMER URKRERLEN
RERAENEERERAREE
MEE-EEFSEBRNEDY
EE:(ERES - HBRKE
FRHES  (VERE-HE
VI RIREYEERRE ¢ (ii)#
EERERE -RBECEREER
AR%% KRB BB ARE : (v)BEME
SR - RERMERERD : (v)
B RS — RETBER R
BEETERE  RV)RERE—
RV RT - BB T 8H
REEZPBEHRE TEASH
—T-NFALAZT+HHNBREE
15 & E ¥ B 4 £1,960,000,000
BT
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018

BE_—=

NFHZA=+—HIFE

28. HELD-FOR-TRADING INVESTMENTS

(continued)

(7)

Kingston Financial Group Limited (“Kingston”)
was incorporated in Bermuda. Kingston is
principally engaged in the provision of financial
including securities brokerage,
underwriting and placements, margin and initial

services

public offering financing, corporate finance
advisory services, futures brokerage and asset
management services. Kingston also provides
gaming and hospitality services in Macau.
Kingston operates through three segments: (i)
the financial services segment — providing
financial services, including securities brokerage
services, underwriting and placements services,
margin and initial public offering financing
services, corporate finance advisory services,
futures brokerage and asset management
services; (ii) hotel and gaming segment -
operation and provision of hotel services,
operation of restaurants in hotels, and provision
of services to casino run by the licence holder
Sociedade de Jogos de Macau, S.A. in hotels;
and (iii) securities investment segment — trading
of listed securities. According to the latest
published unaudited financial statements,
Kingston had net assets of approximately
HK$20,897 million attributed to its shareholders
as at 30 September 2018.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e W B HRRMNE

28. HELD-FOR-TRADING INVESTMENTS

(continued)

8)

C C Land Holdings Limited (“C C Land”) was
incorporated in Bermuda. C C Land is principally
engaged in property development and investment,
as well as treasury investments. C C Land
operates through two segments: (i) property
development and investment segment -
developing residential and commercial properties
in United Kingdom, Australia and PRC for sales;
and (ii) treasury investments segment -
investments in securities and notes receivable
and provision of financial services. According to
the latest published unaudited financial
statements, C C Land had net assets of
approximately HK$16,937 million attributed to
its shareholders as at 30 June 2018.

China Touyun Tech Group Limited (“China
Touyun”) was incorporated in Bermuda. China
Touyun is an investment holding company
principally engaged in provision of QR codes
on product packaging and solutions and online
advertising display services; the manufacture
and sales of packaging products; and
investments and trading in securities and money
lending. China Touyun operates through three
business segments: (i) QR codes business
segment — provision of QR codes on product
packaging and solution and advertising display
(i) packaging products segment —
manufacturing and sale of watch boxes,
jewellery boxes, eyewear cases, bags and
pouches and display units; and (iii) treasury
investment segment - investment and trading
in securities and money lending business.
According to the latest published unaudited
financial statements, China Touyun had net
assets of approximately HK$898 million
attributed to its shareholders as at 30 June
2018.

services;

For the year ended 31 December 2018

b X—T

ESES NE+_A=+—HIFE

28. HEEERE (&)

(8)
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
E MR R M

For the year ended 31 December 2018
BHE_Z—\F+_A=1+—HILFE

28. HELD-FOR-TRADING INVESTMENTS 28.

(continued)

KFEERE (&)

(10) ZhongAn Online P & C Insurance Co., Ltd. (10) REEETERBIRHOHBR AT
(“ZhongAn Online”) was incorporated in PRC. (T RZELR DAL -
ZhongAn Online is an internet insuretech REERAE—BEBMABRRE
company principally engaged in provision of BRAd FERERAZTFPREHEE
ecosystem-oriented insurance products and EEmMRBRERKRBES
insurance information technology services to EiiR%E REExE2FBAMEE
customers. ZhongAn Online operates through BED IR (VL RED E6
five major ecosystems segments: (i) health (B E S mERED S (ii)yT=
ecosystem segment; (i) consumer finance ERRDE((VEBRBEERS
ecosystem segment; (iii) auto ecosystem = RWESEES I BER
segment; (iv) lifestyle consumption ecosystem FRHEAORECEZVERE R
segment; and (v) travel ecosystem segment. BHEERR-_ZE—N\FA=TH
According to the latest published unaudited WRRELEEEFENRARE
financial statements, ZhongAn Online had net 16,483,000,0007T °
assets of approximately RMB16,483 million
attributed to its shareholders as at 30 June
2018.

29. CONVERTIBLE NOTES RECEIVABLE 29. EWARKRRE

2018 2017
—E-N\F —T—tF
HK$°000 HK$°000
FET T#ET

Convertible notes receivable - EWARBEE -EEER

designated at FVTPL BREAFEIR

Convertible Note | A AR SRR — 18,864 19,293

Convertible notes receivable acquired are designated
at fair value through profit or loss because the relevant
financial assets constitute a group that is managed
and its performance is evaluated on a fair value basis,
in accordance with a documented risk management
and investment strategy, and information about the
Group is provided internally on that basis to the
Group’s key management personnel.
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Convertible Note | represented the fair value of an
investment in convertible note issued by China Agri-
Products Exchange Limited (“China Agri-Products”),
a company listed on the Stock Exchange. The principal
amount of the Convertible Note | is HK$23,200,000,
which can be converted into 58,000,000 ordinary
shares of China Agri-Products at a conversion price
of HK$0.4 per share from the inception date until the
date which is five business days preceding the
maturity date on 18 October 2021. The Convertible
Note | carried interest at 7.5% per annum, payable
semi-annually on 19 April and 19 October of each
calendar year. The Convertible Note | could be
redeemed by China Agri-Products any date on or
before maturity date at its principal amount.

On initial recognition, there was a day-one gain of
approximately HK$29,836,000 for Convertible Note I,
which was deferred and amortised in the consolidated
statement of profit or loss on a straight-line basis
within the effective life of the Convertible Note I. Such
gain was derecognised as at 31 December 2017 due
to the significant fluctuation in the stock price
amounting to HK$25,700,000 (note 10).

During the year ended 31 December 2017, the Group
disposed of the convertible notes issued by Up Energy
Development Group Limited, a company listed on the
Stock Exchange with a carrying amount of
HK$2,167,000 to an independent third party through
the disposal of a subsidiary (note 41(b)).

For the year ended 31 December 2018, the fair value
loss of the convertible notes receivable amounting to
HK$429,000 (2017: fair value loss of HK$50,665,000,
plus the amortisation of day-one gain for Convertible
Note | of HK$2,959,000) is recognised in “other gain/
(loss)” in note 10.

R EE—EBRTIEEERRSE
BRAGR(THFEERER] BRBRMLE
MR BEITHNAIRREREZRE
MAFE - JRBEEE —NASEA
23,200,000/ 7T - 7] B 1A B Bi e &= 3
HA-—Z-—F+ A+ B R@EZEE
Hz BIEHME 28 R0.4E TAE R
B84 #5558,000,000/% # B 2 £ 1 L i@
Ko BRATMBRER —1ZTF7.5%
B EARBEFNA+TABETATA
BE¥XFX N -AaREE—HPEH
EEMREISARXZAIERNBHIZAS
KEFE D] -

RINpERR JRRERE-WE—X
W 7 4 /529,836,000/8 7T © B BRI K
REW AT R REE -G RHRAIRE
BRERGEAEERTHE N -FT—+
Ft+-HA=+—H" #%%%25,700,000
7B 7T (M FE10) BRI RUE AR R B i 4% L1 e

X7
e

BHE_ZT—tF+-_A=+—B8Lt#F
B AEBEFERAHE—FHWNEBAR (T
41(b)) M—ZBYE=H HERAEES
2,167,000 THERKEREREES
PRAT BRI EMAAR #7220
WRERE -

HE-_Z-\F+ZA=1+—HL
FE EBRUILKREENRAFEEE
429,000 L(ZE—+F : AV EEE
50,665,000 7T 11 _E fE U AT 3R A 2= 4 —
B 58 — K Uk 25 8 852,959,000 7T ) 52 I
F1om [ Hab s/ (B18) ) /R -
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30.

31.

BANK BALANCES - TRUST ACCOUNTS
The Group receives and holds monies deposited by
clients and other institutions in the course of the
conduct of the regulated activities of its securities
brokerage business. These client’s monies are
maintained in one or more trust bank accounts. The
Group has recognised the corresponding accounts
payable to its respective clients and other institutions
(note 32). However, the Group currently does not have
an enforceable right to offset these payables with the
deposits placed.

BANK BALANCES AND CASH AND
OTHER CASH FLOW INFORMATION

(@) Bank balances and cash comprise:

30. RITHBR—EERF

AEBERL B RO EBTRETD
B Y A5 B P o B A MRS 17 R
HIEIE - ZE P MRIEN — A % @
ERBITEPIEHE - ANEEE BRER
ERPREMEEHRR(ME32) A
7 - 7N £ [ 2R B I £ S 3% S e < SR 0E B
BRI 8 e BRI THE

31. SRITEHRRAESURAMBRER?
*Sl'
(a) BRITBHRRASERE:

2018 2017

—E-N\F —E—+F

HK$’000 HK$°000

FET FHET

Bank balances and cash RITEERNIR e 104,244 134,477

The bank balances and cash include short-term
bank deposits with an original maturity of three
months or less. The bank balances carry interest
at market rates which are as follows:

RITEHRLIREBRERIBER
—EAHNR N ZRBRITER -
ISR R ZRITHAEBRIAT :

2018 2017
—E-N\F —T—tF

Range of interest rate per FHEEE
annum:
Bank balances RITEE SR

0.001% to 0.01% 0.001% to 0.01%
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2018
HE_ZT-N\F+A=t+—HILLFE

BANK BALANCES AND CASH AND 31. RITEBRRRETURHEMB SR
OTHER CASH FLOW INFORMATION B &)
(continued)
(a) Bank balances and cash comprise: (continued) (a) WMITEBRRESEE: (&)
At the end of the reporting period, included in RBEMR - BT EHREREE
bank balances and cash are the following EATAEBEEBERENEES
amounts denominated in currencies other than NEBEHEZ &% -
the functional currency of the relevant group
entities.
2018 2017
—E-N\F —F—tF
HK$’000 HK$°000
FET FAET
usD ET 8,984 8,265
EUR BT 555 908
(b) Reconciliation of liabilities arising from (b) BMETHFELENEEYER
financing activities
The table below details changes in the Group’s TREMAEEREETEMESL
liabilities from financing activities, including WEEED  pERERERIKE
both cash and non-cash changes. Liabilities REMEZRNES - MEEH
arising from financing activities are liabilities for FFEAMNBBEArAEERERS
which cash flows were, or future cash flows mERTREeREBESEAN
will be, classified in the Group’s consolidated REBRE RGO ERREZE M
statement of cash flows as cash flows from EEMBReRNEE -

financing activities.

2018 il EEEBERERAR
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HE-T-N\F+_A=t—HBILFE

31. BANK BALANCES AND CASH AND 31. RITERRBAESUR HMIR R
OTHER CASH FLOW INFORMATION *® (&)
(continued)
(b) Reconciliation of liabilities arising from (b) BMETHFELNEEYHIER
financing activities (continued) (4&)
Borrowings -
margin loans Total
BE-RESEXN st
HK$’000 HK$’000
FET FHET
At 1 January 2017 R-ZE—t&—H—H - -
Changes from financing BMERSTESD !
cash flows:
Margin loan interest paid BEHRESERF S (158) (158)

Total changes from financing RIER & HELBEE

cash flows (158) (158)

Other changes: Hih @ g :
Interest expenses FEMRXZ 158 158
158 158

At 31 December 2017 and R=-Z—+t&

1 January 2018 +=ZA=+—-HBRK
—E-N\F—H—H - -
Changes from financing RMERESRERE :
cash flows:
Net proceeds from borrowings £ & —RZE & ERFTER
- margin loans B H R 43,268 43,268
Margin loan interest paid BERESE RS (832) (832)

Total changes from financing RIER & RELBEE

cash flows 42,436 42,436
Other changes: Hih g :
Interest expenses MEFEZ 832 832
832 832
At 31 December 2018 R-ZE-—N\F
+=B=+—H 43,268 43,268
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For the year ended 31 December 2018
BE-T-\F+-A=t—HLLFE

32. FENERR

Accounts payable arising from
securities brokerage business:  BRF :

- cash clients and clearing house —¥H&EFNEE

REFERCFEHEENEN

2018 2017
—E-N\E —T—+F
HK$°000 HK$’000
FET FET
4,444 6,081

The settlement terms of accounts payable to cash
clients and cleaning house are two days after trade
date. Accounts payable to cash clients are repayable
on demand subsequent to settlement date. No ageing
analysis is disclosed as in the opinion of the directors
of the Company, the ageing analysis does not give
additional value in view of the nature of this business.

Accounts payable amounting to HK$4,177,000 as at
31 December 2018 (2017: HK$5,209,000) were
payable to clients in respect of the trust and
segregated bank balances received and held for
clients in the course of conducting the regulated
activities. However, the Group does not have a
currently enforceable right to offset these payables
with the deposits placed.

ENBREEP MEEMZERRNEER
HARSAHERA -ENREEFPZ
ERARNEERHRIZEREE - AR
ARPEFRA  ERNZEBOMEE - i
DA BEBEINE R WA EK TR
ARER DA ©

RZE-NF+_A=+—BHEN
Bk %4,177,000%8 ;t( = T — £ F:
5,209,000 7T ) BN EZIRE R E)
WBRERKIN AEFPEENETERE
MIRTTHEB SN TER - A AKER
B30 S 5% S RN B E B FRIE S A8
WA THE o

2018 il EFBBIERERAR
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33.

34.

BORROWINGS

As at 31 December 2018, the balance represents
margin payables of HK$43,268,000 (2017: Nil) from
financial institutions bore interest at 12% (2017: Nil)
per annum and were repayable on demand. The
Group’s held-for-trading investments with an aggregate
fair value of approximately HK$540,976,000 (2017:
Nil) are pledged to that financial institutions to secure
the utilised margin facilities.

DEFERRED TAX LIABILITY

The component of deferred tax liability recognised in
the consolidated statement of financial position and
movement during the year ended 31 December 2018
are as follow:

33.

34.

BE
R-_TE—NFE+_A=+—8" &85
KB & B A FE IR 7E ©43,268,000
BL(ZE—tF - 8) BEF12% (=
T—tF: \IZMNEFEBHEREX
Bi% - AL E A F{ELE%E4540,976,000
BL(ZE—+tF: BINBEEERE
EEBTZESRKE (EREBAR
BoRBEERER -

ELEHBRAE

HE-_Z— \F+-A=+—HLEFE
RERA MR R T HERHETHRAR
B D REEHIT

Temporary
difference
related to
fair value

adjustment

on intangible
asset -

trading

right

BREE
ZRFEREEE
ZERERE—
R

HK$’000

FET

At 1 January 2017
Addition through acquisition of a
subsidiary (note 40(b))

N-TE—+FE—HF—H -
B AU RS — IR B
RAVEE (Hi40(b) 484

At 31 December 2017 and 1 January 2018

RZZE—+tF+-_A=+—HxK

—ZT-N\F—HA—H 484

Credit to profit or loss (note 14(a))

STAIB (H3t14(a)

(342)

At 31 December 2018

RZE—N\E+ZA=+—H 142
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For the year ended 31 December 2018
HE_ZT-N\F+A=t+—HILLFE

35. SHARE CAPITAL AND RESERVES 35. BAKRFE
(a) Share capital (a) B
Nominal Number Share
value of shares capital
HE RoEA [N
HK$ ’000 HK$’000
BT Fhig FET
Authorised: EE
At 1 January 2017 R-—ZE—+F—H—H 0.005 200,000,000 1,000,000
Share consolidation Rna6t (Kfatii)
(note i) (175,000,000) -
At 31 December 2017, RZZE—+45F
1 January 2018 and +=—A=+—H"
31 December 2018 —=—-)\¥—H—H
EZZT—N\F
+-A=+—H 0.040 25,000,000 1,000,000
Issued and fully paid: ERTRHBRE
At 1 January 2017 R=ZZE—+t
F—HA—H 0.005 4,548,173 22,741
Issued of new shares BATHRD (B aEi)
(note i) 0.005 60,000 300
0.005 4,608,173 23,041
Share consolidation & (Mazii)
(note ii) (4,032,151) -
0.040 576,022 23,041
Issue of new shares BATHRAD (B aiii)
(note iii) 0.040 113,400 4,536
At 31 December 2017 R_E—+F
and 1 January 2018 +=ZA=+—AK
—E-NF—H—H 0.040 689,422 27,577
Exercise of share options 7T{HEE#E (Aativ)
(note iv) 0.040 2,500 100
As at 31 December 2018 R=-Z—N\F
+=ZA=+—H 0.040 691,922 27,677
2018 Fif EHEEEZEIRERAR
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For the year ended 31 December 2018
BHE_Z—\F+_A=1+—HILFE

35. SHARE CAPITAL AND RESERVES

(continued)

(a) Share capital (continued)

Notes:

(i)

(i)

(iv)

Annual Report 2018

On 28 February 2017, 60,000,000 shares were
issued as part of the consideration for the
acquisition of a subsidiary. The details are set
out in note 40(b).

Pursuant to an ordinary resolution passed by
shareholders at the special general meeting
held on 10 March 2017, the share consolidation
of every eight issued and unissued shares of
HK$0.005 each into one consolidated share of
HK$0.04 each became effective on 13 March
2017 (the “Share Consolidation”). Details of the
Share Consolidation were set out in the
Company’s announcement dated 26 January
2017 and 10 March 2017 and the circular dated
22 February 2017.

Pursuant to the share swap agreement dated
16 March 2017, 113,400,000 ordinary shares
were allotted at HK$0.9 per share, which
approximated the closing bid price of the
Company’s shares at the completion date of
the share swap, and issued to a nominee of
Enerchina Holdings Limited (“Enerchina”) in
exchange for 378,000,000 shares of Enerchina
on 22 March 2017. Such shares are recorded
as available-for-sale investments as detailed in
note 21.

During the year ended 31 December 2018,
2,500,000 ordinary shares of the Company of
HK$0.04 each were issued upon the exercise
of 2,500,000 share options under share option
scheme with proceeds of HK$4,060,000. Share
option reserve of HK$1,845,000 was transferred
to contributed surplus.

IMAGI INTERNATIONAL HOLDINGS LIMITED

35.

BRAR #fE (&)

(a)

BA (&)

fifat

@)

(i)

(i)

(iv)

R=E—+tF=-A=+NAH"
60,000,0008% f& 15 1E A U i —
MM BARMRE 3D mE
17 < FHIBE A M FE40(D) ©

BEBRRA-_ZT—+tF=A+
ASITHRFIERAE LR
MmEERER 5 \RERE
{E0.0057 LY B 31T R R 8
TRHAHAE—REREE
0.04BTTHE PR G (TR &
HOR=ZZE—tF=RA+=
B4R B EHFHFBHR
RAFIEPAE-E—+F— A
—+RARZE—+&E=A+
BZRERBHAZS—+F
ZAZtZAZ@EK-

BERHA-_ZT—tF=
AtxNBz@EHE R
E—+tF=ZA=+=8"
113,400,000/ I i@ A% ¥ & i%
0.9 T (BLAR 5EAX A BRA R
ARG M T RE AR S ) AL B
REBEITTREEERER AR
([EkEE DM —BRBA B
% #1378,000,0000% & 2 1 %
e ZERNIEATH T ER
EANE(GFBRMEE21)-

E-T-N\F+—A=1—
BIEFE RREERE
#1177 1£2,500,00017 % i # 12
AR A 7] # 172,500,0000%
P [ {E0.0478 JT 89 & A
FfT 15 7K 38 /34,060,000 T ©
1,845,000/ 7T # & i 42 1+ 5
EEREHAR-



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2018
BEZZT-\F+ZA=1+—BLHFE

35. SHARE CAPITAL AND RESERVES

(continued)

(b) Nature and purpose of reserves

(i)

(i)

Contributed surplus

Pursuant to section 46(2) of the
Companies Act 1981 of Bermuda and
with effect after passing of a special
resolution at a special general meeting
held on 29 August 2011, the Company’s
entire amount standing to the credit of
the share premium account and the
deemed contribution reserve account
were cancelled (the “Share Premium
Cancellation”). Upon the Share Premium
Cancellation becoming effective, the
directors of the Company authorised the
transfer of the credit arising therefrom to
the contributed surplus account of the
Company and to set off the accumulated
losses of the Company in a manner
permitted by the laws of Bermuda and
the bye-laws of the Company.

Merger reserve

Merger reserve represents the difference
between the nominal value of shares of
subsidiaries acquired and the nominal
value of the Company’s shares issued for
the acquisition at the time of a previous
corporate reorganisation.

B3

35. RANKGEE (&)

(b) RENHEREN

(i)

HABRER

BREBRE-NN\—F2Q
AEFARQE BRZF
——E N \AZ+HBET
ZBRRFERRKE LR
REREBBE KNAQF
A& 17 4 18 BR AR 1E X & %
BRI REE ek 8
(B =B ) R
DmEEEERE AQ
AEEREBARMDRE
AHEHMEECEREES
RARBMABBE LA
REFXPIRARR Z A A
ARz ARNEBEAR
A REFTEE -

B pHHEE

B REERERFAETE
XEEBMBAKEB AR
e fn B B AR R 5L
TR EEZER-
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211



212

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018
NFHZA=+—HIFE

35. SHARE CAPITAL AND RESERVES

BE_—=

(continued)

(b)

Nature and purpose of reserves (continued)

(iii)

(iv)

Translation reserve

Translation reserve represents exchange
differences relating to the translation of
the net assets of the Group’s foreign
operations from their functional currencies
to the Group’s presentation currency (i.e.
HK$), which are recognised directly in
other comprehensive
accumulated in the foreign currency
translation Such exchange
differences accumulated in the foreign
currency translation reserve are
reclassified to profit or loss on the
disposal of the foreign operations.

income and

reserve.

Share option reserve
Share option reserve represents the
recognition of share options of the
Company determined at the date of grant
of the share options.

Investment revaluation reserve
Investment revaluation reserve represents
the cumulative fair value changes of
available-for-sale investments until they
are disposed of or impaired.

Other reserve

Other reserve represents the difference
between the amount by which the non-
controlling interests are adjusted and the
consideration paid for the acquisition of
additional interest in Unimagi Investment
Limited.
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35.

AR (&)

(b)

REOMEEREN (&

(iii)

(iv)

BERFERE

BEFEERASEEIN
EXBEEFERINESEE
BMERAEBZRE (B
BL)ERNELZR &
EREMEEBARER
I REFRINE BB FH A
T INEBME FET R
W E X E RSB INE R

ERER O EEEE -

R
BhEEEERNERER
B HEE R AL A
A HE -

158 B i
19, B s 8 4 0 0
15 1E 1 6 SR B AT 9 R
HATESD -

HAbfEE

Hib A iEEERE R R
& 7 E U AE Unimagi
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36.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

SHARE-BASED PAYMENT
TRANSACTIONS

On 16 August 2002, the Company adopted a share
option scheme for the primary purpose of providing
incentives to employees, executives or officers,
directors of the Company or any of its subsidiaries
and any business consultants, agents, legal or
financial advisers or any supplier or provider of goods
and services of the Company or any of its subsidiaries
(the “Participants”) for their contribution to the Group
(the “2002 Scheme”).

The 2002 Scheme was terminated on 11 June 2012
and a new share option scheme (the “2012 Scheme”)
was adopted by the shareholder of the Company on
the same date. All share option granted under 2002
Scheme remain effective until the end of the exercise
period. The general terms and conditions of the two
share option schemes are the same and listed as
follow:

The directors of the Company may grant options to
the Participants to subscribe for shares in the
Company for a consideration of HK$10 for each lot
of share options granted. Options granted must be
taken up within 28 days of date of grant. The exercise
price is determined by the directors and shall not be
less than the highest of:

(i) the official closing price of the shares as stated
in the daily quotation sheet of the Stock
Exchange on the date of the grant which must
be a business day;

(ii) the average of the official closing prices of the
shares as stated in the daily quotation sheet
of the Stock Exchange for the 5 business days
immediately preceding the offer date; and

(iii)  the nominal value of a share.

36.

E IR M

For the year ended 31 December 2018
BHEZZ-)\F+_A=1+—HIFE

BB NS

RZFZE_FNRTRE ARARMR
—IEBRERT S TEANERRBY
AEBELEBZ NA R SE MM B
NEIZEE TTRABXSABME E=F
KR B S B AR AR B B8 & 7)o (E 1] 2 75
B R ORI BERE S E R AR
BzEAfRER((2E2AL DI 2T
—FEE D

CET CFFHERZE—ZF A+ —
B AR B RIR R BB A — IR
BREGE( 2 ——FE8 - FAA
RIE_TT_FFEARHZBREDA
B BEETTEHTE - M BIE S
B — AR AR R PF AR R - SR AN

ARBEFAMSEATRREHEL
BRE10E T 2 RER L BREARE
ARARD - B R ZBRELARE
HEBES -+ N\BRER-TTEER
EXET EIAFERNIRSE

i) BOREREBHWAREER)
EBZAMERRERABRE TK
miE

iy BOBRZRBLHEHMOEZSEA
EBMRXERRERMEETK
mEZFHE: &

(i) WHEE-
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For the year ended 31 December 2018

b7 —

B =

36.

- \F+-A=t+-ALFRE

SHARE-BASED PAYMENT
TRANSACTIONS (continued)

The maximum number of shares in the Company in
respect of which options may be granted under the
2012 Scheme when aggregated with any other share
option scheme of the Company is not permitted to
exceed 10% of the issued share capital of the
Company as at 11 June 2012. Subject to the approval
of the shareholders of the Company in general meeting
and such other requirements prescribed under the
Listing Rules from time to time, the directors of the
Company may refresh the limit at any time to 10%
of the total number of shares in issue as at the date
of approval by the shareholders of the Company in
general meetings. Notwithstanding the foregoing, the
shares which may be issued upon exercise of all
outstanding options granted and yet to be exercised
under the 2012 Scheme and any other share option
scheme of the Company at any time shall not exceed
30% of the shares in issue from time to time.

No option may be granted to any person if the total
number of shares of the Company already issued and
issuable to him under all the options granted to him
in any 12-month period up to and including the date
of grant exceeding 1% of total number of shares in
issue at the date of grant.

Any further grant of options in excess of this 1% limit
shall be subject to the approval of the shareholders
in general meetings, with such Participant and his
associates (as defined in the Listing Rules) abstaining
from voting and/or other requirements prescribed
under the Listing Rules from time to time. Options
granted to substantial shareholders or independent
non-executive directors in excess of 0.1% of the
Company’s share capital or with a value in excess of
HK$5,000,000 must be approved in advance by the
Company’s shareholders.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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For the year ended 31 December 2018
BE-T/\f+-A=1T"BLFE

SHARE-BASED PAYMENT 36. UBMBHEARRE (&)
TRANSACTIONS (continued)

There is no specific requirement that an option must IR IR I M EF I 3R E BB R A NI TR R +5
be held for any minimum period before it can be EEMEEHR - ERAFRESAITE
exercised but the directors of the Company are BN R D EFEBRERETEA
empowered to impose at their discretion any such BEEHR BREZTEHRES
minimum period at the time of grant of any particular REHRIGEET  EERETERE
options. The period during which an option may be HHEB+FERITE-

exercised will be determined by the directors at their
absolute discretion, save that no option may be
exercised more than 10 years from the date of grant.

The following table discloses movements of the share TREELRESNEEFBEZERER
options held by directors and employees: B# S
For the year ended 31 December 2018 BE-_E—N\E+-BA=+—HLEE
Number Number
of shares of shares
issuable issuable
under under Exercise
options options price per
outstanding Granted Exercised  outstanding share
Vesting Exercisable at during the during the at as at
Grant date period period 1/1/2018 year year 31122018 31122018
i RZg-NF
2183 tZA=1-R
-p-# (it
haRRE EhE
LESiES WXk RZ%-NE
TEN T8 tZA=T-BN
RhAE 5RE Bl RitR ERRE ERfR ik E ShAREE
Other than employees and directors 31182016 N/A 31182016 2,500,000 - (2,500,000) - N/A
to
30/8/2021
T#EERES TENE TEE  En TR
NEZ1-H NA=1-B%
“5-F
NA=tA
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For the year ended 31 December 2018
HE_Z—N\F+ZA=1+—HLLFE

36. SHARE-BASED PAYMENT 36. LURBHEARKS (&)
TRANSACTIONS (continued)
For the year ended 31 December 2017 BE-—S—+t&5+-H=+—HILEE
Number Number
of shares of shares
issuable issuable
under under Exercise
options options price per
outstanding Granted  Exercised  Adjusted for Cancelled  outstanding share
Vesting  Exercisable at duingthe  during the the share during the a as at
Grant date period period 11201 year year  consolidation year 31120017 311202017
5tE 3-1f
-R-H +ZA=1-A
REERE REERE R
R Wik ZE-tf
T thirad EES I B
il BEE  UARER 0 RBEE  E#ARR EAGR ETRE il ROHA  HERARE
(note ¢) (note &) (note b)
(Wiskc) (Hiita) (Hiib)
Directors 13/5/2016 NA - 1352016 52,428,397 - - (45874848 (6,563,549) - N/A
fo
12/5/2021
£ 50E 71—y 3 TR
RAT=A RAT=RE
i a2
RATZA
Employees 31/8/2016 NA - 31782016 84,000,000 - - (78500,0000  (10,500,000) - N/A
to
30/8/2021
8 I5NE ME ZEn TR
NA=t-A NA=+-B%
I
NA=1H
Other than employees 31/8/2016 NA - 3182016 168,676,254 - - (147591722) (18584532 2500000  HK$1.62
and directors to
30/8/2021
THEERES I Ui B 3 16457
J\A=t-H NA=t-RE (note @)
Bk (Wit
NAZ1H
305,104,651 - - (266966570)  (35,638,081) 2,500,000
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36.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

SHARE-BASED PAYMENT
TRANSACTIONS (continued)

Notes:

36.

() The number of share options was adjusted for the
share consolidation on 13 March 2017.

(b) The number of share options was cancelled on 3 April

2017 and 5 April 2017.

(c) The share options granted during the year ended 31
December 2017 vested on the date of grant.

(d) The exercise price per share as at 31 December 2017
has been adjusted with effect of share consolidation.

Movements in the number of share options outstanding
and their weighted average exercise prices for the
years ended 31 December 2018 and 2017 are as

For the year ended 31 December 2018
BHE_ZT-\F+A=1+—HILFE

RGNS (4#)

et -

(@

(b)

(©)

(d)

BE

EBRESHER _T—tF=A+=H
HIRRD & O AR o

BREHER_ZT—tFNA=ZEEK
“E—tFMARHFH

BHE_Z—+HF+_A=1+—RHIF
ER BN R L A HRE -

R-T—+t&F+=-A=+—BHER
TEERBIAA GO BT HE -

—TE-N\FRZE—+F+=A8

S+ B FERTEOBRERA 2
BRENETITEENT

follows:
Number of
shares
Weighted issuable
average under
exercise options
price granted
EFY RECEHBRE
TEE TRTHRHHEE
HK$
BT
At 1 January 2017 RZZ—+F—H—H 0.2240 305,104,651
Cancelled during the year FRTH 1.8042 (35,638,081)
Adjustment arising from: EATSIEEERFE
- Share consolidation — & O - (266,966,570)
Outstanding and exercisable RZZ—+tF+=ZA=+—H
at 31 December 2017 RZZE-NF—-R—BXRT
and 1 January 2018 8 R AI1TE 1.6240 2,500,000
Exercised during the year FRITHE 1.6240 (2,500,000)
Outstanding and exercisable at HW_-ZT—/\F+=-_A=+—H
31 December 2018 RATHE R AIITE - -
2018 T EFERZERERAR
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
E MR R M

For the year ended 31 December 2018

BHE_Z-N\F+ZA=+—HILLFE

36. SHARE-BASED PAYMENT
TRANSACTIONS (continued)
2,500,000 (2017: Nil) share options were exercised
during the year ended 31 December 2018.

At 31 December 2017, the weighted average remaining
contractual life of the outstanding share options was
3.67 years.

37. COMMITMENTS
(@) Operating lease commitments
The Group as lessee
Minimum lease payments paid under operating
leases in respect of rented premises were
approximately HK$3,331,000 (2017: HK$4,653,000).

At the end of the reporting period, the Group
had commitments for future minimum lease
payments under a non-cancellable operating
lease which fall due as follows:

36.

37.

URGBERRE (&)

HE-_Z—N\F+_A=+—HItF
€ 2,500,000 B E(—ZZT —LF
) ETE -

RZE—+tF+_A=+—8" K17#
BEAR M INREF 82 T A W ER A3.67
ﬂEO

HAIE

(a) HEBESERE
REEERATEA
RELERORBEMESLF2
=K% %) 53,331,000 (=
T —+4F : 4,653,000/87C)°

R¥E R RE AR EE
M AEEX N RARKERE
ZAEFEOEEERNT

2018 2017

—E-N\f i

HK$’000 HK$’000

FHT F#&T

Within one year —F R 2,756 2,053
In the second to fifth NE-_ERF

years inclusive (BEEEMT) 4,014 200

6,770 2,253

The Group is the lessee in respect of two office
premises. The leases typically run for an initial
period of 1 to 3 years, with an option to renew
the leases when all terms are renegotiated.
None of the leases includes contingent rentals.
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38.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

For the year ended 31 December 2018
BE-T-\F+-A=t—HLLFE

COMMITMENTS (continued) 37. AiIE (&)
(b) Commitments (b) AiE
2018 2017
—E-N\F —E—+tF
HK$’000 HK$’000
FET FHEITL
Commitments in respect of the B &]4VBARREGA T3k
investment for film rights RA{EHBEHFENEBES
contracted for but not  FARERERIAE
provided in the consolidated
financial statements 16,500 -
RETIREMENT BENEFITS SCHEMES 38. RIRERIFE

The Group operates a MPF Scheme for all its qualifying
employees in Hong Kong under the Mandatory
Provident Fund Schemes Ordinance. The assets of
the MPF Scheme are held separately from those of
the Group in funds under the control of an independent
trustee. Under the rule of the MPF Scheme, the
employer and its employees are each required to
make contributions to the scheme at rates specified
in the rules. The only obligation of the Group with
respect of MPF Scheme is to make the required
contributions under the scheme.

The total expenses recognised in profit or loss of
HK$437,000 (2017: HK$463,000) represents
contribution payable to the plan by the Group at rate
specified in the rules of the plan.

REBIRE R HERTE SR BIGDI S PT
ERBRERRBERIBESTE-H
BUXFEAZES T BESHENEE
HASEFANES RN RN - RIER
BEaRA BEREREHAS
B A& AT SIE AR AR E 2t R 5K K
SEBRERF B - B ERRIE
BIEH PR M -

RIB R 2 8 X 5437,000% 7T
(ZZ—+% : 463,000/ 7T ) JhEHRE
SHEIFTAIR Z L R E 2 REBEEAE

IR

2018 il EFBBIERERAR
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
rE MR AR M

For the year ended 31 December 2018
BHE_Z-N\F+ZA=+—HILLFE

39. RELATED PARTY TRANSACTIONS

(a)

(b)

Compensation of key management
personnel
The remuneration of directors and other

39. FREALIRS
(a) EEEBASHRMH

FR-EEFREMIBEERAR

members of key management during the year ZHEmT
was as follows:
2018 2017
—E-N\F —F—tF
HK$’000 HK$°000
FET FET
Salaries and other benefits e REMBET 5,852 8,154
Contributions to RReFHEIMER
pension schemes 113 168
5,965 8,322

Related party transaction

For the year ended 31 December 2017, the
Company disposed of its indirect wholly-owned
subsidiary, namely High Gear Holdings Limited,
to Global Value Group Limited, a subsidiary of
Enerchina Holdings Limited, of which Enerchina
Holdings Limited is a substantial shareholder
of the Company. Details of this disposal
transaction is stated in note 41(c) to the
consolidated financial statements.
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(b) FREALXRES
BE-_Z—+F+-_A=+—H
EFE ARFAEGEBESE
f B ~ F]High Gear Holdings
LimiteddH & TR EEZER AR
A 7 # Kt B 2 FGlobal Value
Group Limited - B EEZZER AR
RAIRARAEERR - HEXR
SHFBI RN S M BB mER W
F41(c) °



(a)

(b)

For the year ended 31 December 2018

Longtop Enterprises Limited (“Longtop”)
During the year ended 31 December 2018, the
Group acquired the entire interest in Longtop
at a consideration of HK$50,000 from an
independent third party. Longtop is a licensed
money lender, and authorised to engage in
money lending activity. The acquisition was
completed on 22 March 2018 and was
accounted for as acquisition of assets because
Longtop had no business on the completion
date. Longtop commenced money lending
business since May 2018.

For the year ended 31 December 2017

John & Wong Securities Company Limited
(“dohn & Wong”)

On 30 August 2016, the Company entered into
an agreement with three independent third parties
(the “Vendors”) to acquire the entire interest in
John & Wong at a consideration of approximately
HK$14,500,000, of which approximately
HK$6,200,000 was settled by cash, the remaining
consideration was settled by the Company by
the issuance of 60,000,000 shares of the
Company at fair value of HK$6,480,000 which
were issued and allotted on 28 February 2017
and share options granted to the former owners
of John & Wong. John & Wong is a licensed
corporation under the Securities and Futures
Ordinance and authorised to engage in Type 1
activity, which are dealing in securities. The
principal activities of John & Wong are the
provision of securities brokerage services to
clients. The management considers that such
acquisition will enable the Group to expand the
range of its principal activities to include the
provision of financial services for diversification
of business. The acquisition was completed on
28 February 2017.

(a)

(b)

BE-—Z-\+=-A=+—H
ItEE

RECEARLAT (RE])

BHE-_T-N\F+=ZA=+—H
IEFE - AEE LA E50,000/%8
TH—ZBULE=FRERRN
PHES REABREHREAR
REETHRERES WERZ_Z
—N\FEZAZ+-HEKLE
KEEEAR RERRENT
AT EEXK REEB T
—N\FRARHBRREZRES -

BE_Z2—+tH+-A=1t—H
IEFE
REUAFARAIA ([HE])

RZE—XNFENA=+TH XA
RIE=ZZBYE=ZAUTEAH]D
SN HE WKERENS
B #E % - KB 4 /14,500,000
7T+ H 1 496,200,000/ 7T 2 AR
CHEE B TRECHARAS
MR - E—+E-_A=-+ N\ B
A ¥ {E6,480,000/% JT 3 17 & FP
#£60,000,0000% 7~ A 7] & 17 & @)
REMRBEEAR THEREMLS
B-RERBHFNBEKMET
LR ERERSHE1EE
B AEARS RENTIEBER
RABEFPREFSFCLRBE B
BERR ZWBEBESAEET
BErEEBKHREREDERMH
SRUARTS - AD BERS - WHER =
T—+FE A+ \BEK-



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M RR MR

For the year ended 31 December 2018
BHE-ZT—\F+-A=1+—HLLFE

40. ACQUISITION OF SUBSIDIARIES 40. WBEHIEATR (&)

(continued)

(b) For the year ended 31 December 2017 b) BE=ZE—tH+=-H=+—H
(continued) LFEE (&)
John & Wong Securities Company Limited REMFEERLAT ([EE])
(“John & Wong”) (continued) (%)
The following summarises the total consideration BREMFVBEENTAEZSR
and the amounts of the assets acquired and BENEE UERZE—tF=
liabilities assumed, as well as the amount of AZ+ N NBUKEBH)ERNA
intangible asset and goodwill arising from the WEEENEREERBESHE
acquisition recognised at 28 February 2017 (the BT

date of acquisition):

HK$’000
FET
Property, plant and equipment ME - BEKEE 154
Intangible asset — trading rights BREEE-RX5HiE
(note 20) (Ktzt20) 2,931
Accounts receivable FEWER K 1,989
Deposits paid, prepayments EffES - B R A EMERFIR
and other receivables 415
Bank balances and cash IRITHEBR LIRS 5,676
Bank balances - trust accounts IRTT4ERR —EFLERP 2,030
Accounts payable FET BRI (4,080)
Deferred tax liability EIER IR A & (484)
Total identifiable net assets at fair value TJ:%RIE&EFEHEEE - LA FE 8,631
Goodwill arising on acquisition (note 19) WHEREAMNEE (HfF19) 5,878
Total consideration BER(E 14,509
Total consideration: HARAE -
At acquisition date NG
Cash and cash equivalents RekReEFBEEE 6,184
Issuance of shares BEITRR D 6,480
Share options granted to the BT RHAE A2 B
former owners 1,845
14,509
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

For the year ended 31 December 2018
BHE_Z—)\F+_A=1+—HILFE

(continued)

(b)

40. ACQUISITION OF SUBSIDIARIES 40. WHEMIBAR (&)
For the year ended 31 December 2017 b) BE=ZE—tH+=-H=+—H
(continued) LFEE (&)
John & Wong Securities Company Limited REMFEERLAT ([EE])
(“John & Wong”) (continued) (#%&)
The fair values and gross contractual amount B UK BR SR R E 4t i Uk SR IE R UK BE
of accounts receivable and other receivables BHcAFERBENSED R
as at the date of acquisition amounted to 7$1,989,0007% 7T }2415,000/% T
HK$1,989,000 and HK$415,000 respectively. No W e W BE Sk & A E W SR IE 78
accounts receivable and other receivables were RN I

expected to be uncollectible.

HK$’000
FET
Net cash outflow on acquisition: WS IR S 5
Cash consideration paid ENRERE (6,184)
Net cash acquired from the subsidiary KRB BRRKEIESE S FHE 5,676
(508)
The transaction costs of HK$269,000 have been R 5 X A5269,0007% 7T B 1 Fr 8
excluded from the consideration transferred and FERETHR Wit AZE6ER
included in “administrative expenses” in the REMEEmBKAZHITHEZE |
consolidated statement of profit or loss and
other comprehensive income.
The goodwill arising from the acquisition of RN EZEELEANHEKREERM
John & Wong is attributable to the future growth A% P IR 1 25 5 & 40 BR T8 By 7R 2Kk
and profitability in relation to the provision of WENEFN RN EEH
securities brokerage services to clients. None PRI BT S FES TR

of the goodwill recognised is expected to be
deductible for income tax purposes.

2018 il EEEBERERAR
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018

H=—F
BAE <

NF+ZA=+—BILER

40. ACQUISITION OF SUBSIDIARIES

(continued)

(b)

For the year ended 31 December 2017
(continued)

John & Wong Securities Company Limited
(“dJohn & Wong”) (continued)

John & Wong contributed HK$1,071,000 to the
Group’s total revenue and approximately
HK$3,248,000 loss to the Group’s loss after
tax, for the period between the date of
acquisition and the end of the reporting period.

If the acquisition of John & Wong had been
completed on 1 January 2017, the Group’s total
revenue and loss after tax for the year would
have been HK$2,280,000 and HK$441,613,000
respectively. The proforma information is for
illustrative purposes only and is not necessarily
an indication of the total revenue and income
and loss after tax of the Group that actually
would have been achieved had the acquisition
been completed on 1 January 2017, nor is
intended to be a projection of future results.

41. DISPOSAL OF SUBSIDIARIES
For the year ended 31 December 2017

(a)

Emperor Investments Limited (“Emperor
Investments”)

On 23 January 2017, the Group completed the
disposal of the entire interest in Emperor
Investments, to an independent third party, for
a consideration of HK$20,000,000. Emperor
Investments was principally engaged in holding
of unlisted investments.
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40. WIBKHIBLR (@)

(b)

by

BE-_Z—tH+=-A=+—H
LFEE (&)

ZEAFERLT ([EE])
(&

RE R EREHRBHA
rEARAEEBZLKAEFTR
1,071,0008 70 WAAREE KRR
1% 5 18 75 2K 5 18 #93,248,000/%8
o

mKEEZER_T—tF—A
—HEZEK FARNKEEOZ
Woas DA e BR B 1% B 1R A5 0 Bl A
2,280,000/ 7T £2441,613,000/%
TCoBEERHEER AR - LT
—ERREEWRER T —+F
—A—HEZKHERTERA
B M AS BB MIA K

BRALIE B 18 - TR0 IF Bk AR R TER

41. HEHEBATF
BE-E—tFE+-A=+—HLEE

(a)

Emperor Investments Limited
(TEmperor Investments )

R_T—tF—-—HAZ+=H" &
SETKA—EZBBIE=FH
“Emperor InvestmentsH) & f
1 %5+ R {E A20,000,0007% It °
Emperor Investments® Z it =

RAFLHRE-



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e M RAR M EE

For the year ended 31 December 2018
HE_Z—N\F+_A=+—HILFE

41. DISPOSAL OF SUBSIDIARIES (continued) 41. HENBATR &)

For the year ended 31 December 2017 (continued) BE-Z—+tHE+-A=1+—RHLEE
(&)
(a) Emperor Investments Limited (“Emperor (a) Emperor Investments Limited
Investments”) (continued) ([Emperor Investments |)(#&)
HK$’000
FET
Net assets disposed of: HEEEFE

Available-for-sale investments AHEERE 20,000

Gain/(loss) on disposal of a subsidiary HE—RKIERG W=, (Ei8) -

20,000

Satisfied by cash and cash equivalents MIR& MRS FEBREE 20,000

An analysis of the net inflow of cash and cash HE—_ET—+F+-_A=+—H

equivalents during the year ended 31 December FTEEEBLHE —BHBRATH

2017 in respect of the disposal of a subsidiary W MRS EEBEHREAFTES

is as follows: T -

HK$ 000

TF#ET

Cash consideration HE&KRE 20,000
Net inflow of cash and cash equivalents BRHE —HHEBARNIRE &

in respect of the disposal of a subsidiary IR&HEEB HAFEHE 20,000

2018 il EEEBERERAR
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

A M ERRME

For the year ended 31 December 2018
BHE_Z-N\F+ZA=+—HILLFE

41. DISPOSAL OF SUBSIDIARIES (continued) 41. HEMEBRAR &)

For the year ended 31 December 2017 (continued) BEC-
(&)
(b) Top Gate Holdings Ltd. (“Top Gate”) (b)

On 23 January 2017, the Company completed
the disposal of the entire interest in Top Gate
to an independent third party, for a consideration
of HK$31,000,000. Top Gate was principally

E—tF+ZA=+—-HLEEFE

Top Gate Holdings Ltd.

([Top Gate )
R-ZE—+F—-AZ+=HB &
RATRA— BB LE=ZFEE
Top Gatet 2 H#Em KE R
31,000,000/ 7C - Top Gatex£ &

engaged in holding of unlisted investments. HEFHIFELMIEE -
HK$’000
FHET
Net assets disposed of: HEEEFE
Available-for-sales investments AP ERE 28,650
Convertible notes receivable FEM AT A IR R R 2,167
Other receivables, deposits HMEWRIE - ke RBAR
and prepayments 183
Gain/(loss) on disposal of a subsidiary & —FHEBRRZ Wz (&) -
31,000
Satisfied by cash and cash equivalents MR E&MREFEBEELEE 31,000

An analysis of the net inflow of cash and cash
equivalents during the year ended 31 December
2017 in respect of the disposal of a subsidiary
is as follows:

HE_ZT—+F+-_A=+—H
HtFEEBAHE —HMBEAAM
RekBeEBEBBEBERAFED
T :

HK$’000

FA&T

Cash consideration ReRE 31,000
Net inflow of cash and cash equivalents B E—RHEBAFTIRE &

in respect of the disposal of a subsidiary 3¢S EEH i A FE 31,000
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

For the year ended 31 December 2018

BE_Z— \FT+ZA=1T—HILFE

41. DISPOSAL OF SUBSIDIARIES (continued) 41. HEMEBRAR &)

For the year ended 31 December 2017 (continued)

(c)

(&)
High Gear Holdings Limited (“High Gear”) (c)

On 23 June 2017, the Group completed the
disposal of the entire interest in High Gear to
Global Value Group Limited (a subsidiary of
Enerchina Holdings Limited), for a consideration
of HK$490,000. High Gear was principally
engaged in holding of a marine facility.

BE_Z—+tHF+-A=1T-HLEE

High Gear Holdings Limited
(THigh Gearl)
RZZE—tEFAZ+=H"'XK
% [E 55X [7Global Value Group
Limited (B EZZERBR AR Z
MiE A=) H EHigh Gearf) 23
Mz - {8 /5490,0007% 7T ° High
GearF ENERHEF —EMAR
e

HK$’000
FET

Net assets disposed of: HEEEFME
Property, plant and equipment MmE - BE&EE 244
Prepayment and deposits SEANE I 8 253
Loss on disposal of a subsidiary HE—ENB AR ZEE (7)
490
Satisfied by cash and cash equivalents UIRE&RBEEEEHLEE 490

An analysis of the net inflow of cash and cash
equivalents during the year ended 31 December
2017 in respect of the disposal of a subsidiary
is as follows:

BHE-_FT—+tF+-_HA=+—8H
IFFEEBAHE —HWBAFMN
BekReEEBEERAFES
W :

HK$°000
FEIT
Cash consideration HeNRE 490
Net inflow of cash and cash FALE—RBARNRE X
equivalents in respect of the disposal IR&ZEER KA FEE
of a subsidiary 490
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
rE MR AR M

For the year ended 31 December 2018
BHE_Z-N\F+ZA=+—HILLFE

42. MAJOR NON-CASH TRANSACTIONS 42.

(a) During the year ended 31 December 2017, the
Company entered into share swap arrangements
that both the Company and the counterparties
issued new shares and exchanged with each
other. Further details are set out in note 35(a)(iii).

(o)  During the year ended 31 December 2017, the
Company acquired John & Wong whereby part
of the considerations comprised of issuance of
new shares and share options to the former
owners of John & Wong. Further details of the
acquisition is set out in note 40(b).

FEHFRERS

(@ #HEZZTZ—tF+=-A=+—86
WEFE RARARFI I BRELHE
RARREFFHETIHRG I
BRX#E—HF BT
35(a)(iii) °

b) #H=E=ZFT—tF+=-—A=+—8
HFE ARFRKERE Bt
BOoRERERALZENRESA
BATHR D MR E - — D5
BEHE M FE40(b) ©

43. STATEMENT OF FINANCIAL POSITION 43. FAPEHHARR KK
AND RESERVES OF THE COMPANY
2018 2017
—B2-N% —E— i
HK$’000 HK$’000
FHT F&T
Non-current assets FRBEE
Property, plant and equipment  ¥1% - BE K& &RE 1,148 1,616
Investment in a joint venture R—EEELEIRE - 142,689
Investments in subsidiaries REB AR ZIKE 347,814 452,244
Club debenture SEES 1,300 1,300
Amounts due from subsidiaries  JEURH B R FIFIA - 162,226
350,262 760,075
Current assets REBEE
Other receivables H R IB R TB R
and prepayments 9 503
Amounts due from subsidiaries  FEULHT B A T FIE 354,864 -
Bank balances and cash RITEBR LIRS 4,444 21,980
359,317 22,483
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
E M RR M

For the year ended 31 December 2018
HE_Z—\F+ZA=1+—HLLFE

43. STATEMENT OF FINANCIAL POSITION 43. ERATBMBERRRKRGEE (&)

AND RESERVES OF THE COMPANY

(continued)

2018 2017
—E-N\F —F—tF
HK$’000 HK$°000
FET FHET
Current liabilities ik =R i
Other payables and accruals H fth JE AT R IE S FERH B 2,317 2,998
Amounts due to subsidiaries N NGRS 47,573 -
49,890 2,998
Net current assets RBEEFE 309,427 19,485
Total assets less current HEERARBAEE
liabilities 659,689 779,560
Capital and reserves EXRFHE
Share capital %N 27,677 27,577
Reserves fEE 632,012 751,983
659,689 779,560
Approved and authorised for issue by the board of HESEEN _T—NF=-A=-+=Hit
directors on 22 March 2019. R TS o
Mr. Kitchell Osman Bin Mr. Shimazaki Koji
Kitchell Osman Bin% 4% U iy 32 7] St 4
Director Director
- -

2018 3k EBEEBERER AR
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

A M ERRME

For the year ended 31 December 2018

HE-Z - \F+ZA=1+—HILFE

43. STATEMENT OF FINANCIAL POSITION

AND RESERVES OF THE COMPANY

43. ARRMBMRRARRFHEE (@)

(continued)
Movement of the Company’s reserve KATREEZEE
Share
Contributed option Accumulated
surplus reserve losses Total
BABS BRERE RiEE @t
HK$’000 HK$’000 HK$’000 HK$°000
FET FET FET FET
At 1 January 2017 RZE—+%5—A—H 1,694,668 31,262 (633,253) 1,092,677
Loss for the year FAER - - (446,665) (446,665)
Cancellation of share options ~ FHEEARIE - (29,417) 29,417 -
Share issued 2ETRR 105,971 - - 105,971
At 31 December 2017 and at ~ A=ZT—+F+=A=1+—H
1 January 2018 ERZZ-N\E—A—H 1,800,639 1,845 (1,050,501) 751,983
Loss for the year FRE#R - - (123,931) (123,931)
Exercise of share options TP 5,805 (1,845) - 3,960
At 31 December 2018 R-Z-N\E+-A=t-H 1,806,444 - (1,174,432 632,012

Annual Report 2018 IMAGI INTERNATIONAL HOLDINGS LIMITED



44.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

For the year ended 31 December 2018
HE_ZT-N\F+A=t+—HILLFE

PARTICULARS OF SUBSIDIARIES OF
THE COMPANY
The particulars of subsidiaries of the Company for
the year ended 31 December 2018 are listed as

44, ARRFIMBARFE

BE-T—\Ft-A=fT—HLF
g ARTEEWBRAFELT

follows:
Place of
incorporation Proportion of ownership interest
or registration/ Paid up issued and voting power held by the  Principal
Name of subsidiary operations share capital Company activities
WEAREH HRMEYARL EELY BRERTRE ARAFBRRRRARELS  IEXE
Directly Indirectly
Bk [
% %
China Resources Enterprise ~ BVI USD1 100 - Inactive
Ltd. ABRIES E3p i
Comanche Limited BVI HKS1 100 - Intermediate holding
LBRIES 137 BNER
Dai Gor Capital Ltd. BVI HK$750,014,141.40 - 100 Inactive
ABRUES 750,014,141.40% 7 gELR
Divine Kings Limited BVI HK$864,832,564.46 100 - Intermediate holding
RERAEE 864,832, 56446, MER
Hurricane Fly Limited BvI HKS$1 - 100 Intermediate holding
ABRIES 137 R
Imagi Character Licensing ~ Netherlands EUR18,100 - 100 Sub-licensing of intellectual
BV, wE 18,100E( 1T property rights in respect of
GGl animation pictures
EBEE B e OEEEES
Imagi Core Company Limited Hong Kong HKS1 - 100 Provision of
B 13T administrative services
RETHRS
Imagi Crystal Limited Hong Kong HKS1 - 100 Holding and licensing of
ESKERRAA (3 1871 intellectual property rights
in respect of CGI animation
pictures
HRRBEREERERDENN
2018 % EEERERARAR
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

A M ERRME

For the year ended 31 December 2018
BHE_Z-N\F+ZA=+—HILLFE

44. PARTICULARS OF SUBSIDIARIES OF 44, FRPFMBRARFE (&)
THE COMPANY (continued)
The particulars of subsidiaries of the Company for Bz Z—N\HF+_A=+—HBI&F
the year ended 31 December 2018 are listed as B ARBEBWBARFELOT (&)

follows: (continued)

Place of
incorporation Proportion of ownership interest
or registration/ Paid up issued and voting power held by the  Principal
Name of subsidiary operations share capital Company activities
[if: PNE2 AMRISET € EG HRERORE ARRMGRERRRERLG  TEER
Directly Indirectly
B ]
% %
Imagi Holdings Limited Hong Kong HKS1 100 - Inactive
ERERARLA (3 187 gRex
Imagi International Holdings ~ BVI USD1 100 - Inactive
Limited ZBRAES B3 EEe%
Imagi Management Limited ~ Hong Kong HK$ 1 - 100 Provision of
EEERARAT Bk 151 administrative services
RITHRE
Imagi Management Services BVl HKS1 - 100 Provision of
Limited RBRAHE 131 administrative services
RITHRE
Imagi Platinum Limited Hong Kong HKS$1 - 100 Holding and licensing of
&k 187 intellectual property rights
in respect of CGI animation
pictures
HERRRERERELRDENA
HER
Imagi Wealth Limited Hong Kong HKS$1 - 100 Investment in securities
EREEARLA (3 187 ERiRE
Infinite Lake Limited BVI HK$61,500,000 100 - Inactive
ABRNES 61,500,000 ¢ gRex
Intellefund Finance Limited ~ Hong Kong HK$1 - 100 Inactive
&k 187 gRex
John & Wong Securities Hong Kong HK$122,000,000 - 100 Securities brokerage
Company Limited B 122,000,000t E5ER

EEEFARLT
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44.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e B RS R AR Y R

For the year ended 31 December 2018
HE_ZT-N\F+A=t+—HILLFE

PARTICULARS OF SUBSIDIARIES OF 44, FRPFMBRARFE (&)

THE COMPANY (continued)

The particulars of subsidiaries of the Company for Bz Z—N\HF+_A=+—HBI&F
the year ended 31 December 2018 are listed as B ARBEBWBARFELOT (&)

follows: (continued)

Place of
incorporation Proportion of ownership interest
or registration/ Paid up issued and voting power held by the  Principal
Name of subsidiary operations share capital Company activities
WEADEH ELUEAER W LS HRERORE ARRMGRERRRERLG  TEER
Directly Indirectly
B [
% %
Longtop Enterprises Limited Hong Kong HK$120,327,722.24 - 100 Money lending
RECERRAT (3 120,327,722.245 ¢ i
Macallan Fine Holdings Ltd. ~ BVI HKS1 100 - Intermediate holding
ABRAES 187 NER
Magmagous Corporation BvI USD1 100 - Inactive
ABRNES %7 gRex
Main Events Inc. BvI USD1 100 - Inactive
ZBRNES 157 gRex
Raytheon Investments Ltd, BVl UsD100 100 - Inactive
ABRNES 1007 gRex
Sky Field Holdings Limited ~ BVI USD1 100 - Intermediate holding
REBRARLA ABRAEE 157 R
Step Goal Limited BVI USD1 100 - Intermediate holding
BeERAT ABRAHE %7 R
Turbo Money Investments BVI USD4 - 100 Investment in film rights
Limited ABRAEE 4ET SYMERE
Unimagi Investment Limited BVI HK$750,000,000 - 100 Trading of securities
ABRNES 750,000,000 ¢ EEES
Unimagi Investment (HK) ~ Hong Kong HKS 1 - 100 Inactive
Limited B 187 g%

2018 il EEEBERERAR
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e B RR M

For the year ended 31 December 2018

sprs — =
BE_—=

) \\iﬂ»i :]7+* H %ﬁ‘u

45. COMPARATIVE FIGURES

(a)

(b)

The Group has initially applied HKFRS 9 at 1
January 2018. Under the transition methods
chosen, comparative information is not restated.
Further details of the changes in accounting
policies are disclosed in note 2(b).

In addition, for the year ended 31 December
2018, following the introduction of money
lending business and investment in film rights,
the presentation of certain items adopted in
the consolidated statement of profit or loss and
comprehensive income has been changed to
reflect the Group’s principal activities in a more
appropriate manner.

The directors of the Company consider that it
is appropriate to change the presentation of
the consolidated statement of profit or loss and
other comprehensive income and other
comprehensive income so as to provide
information that is reliable and more relevant
to users of the financial statements. The
directors of the Company also consider that
the revised structure is likely to continue, so

that comparability is not impaired.

This change in presentation has no effect on
reported profit or loss, total income and
expense or net assets for any of the periods
presented. The comparative figures have been
reclassified to conform to current year’s

presentation.

Annual Report 2018 IMAGI INTERNATIONAL HOLDINGS LIMITED

45.

BB

(a)

REFER-_ZT—N\F—F—H
BRERBBMBRELERNE
5 o IRIDB T MEE  REFI LK
BER -G HEEHNE 5
BRI FE2(b) 55

o BEZFE-N\F+ A
=+ —HLIEFE R AREZE
BRETMERER GeBn
MEMEEBARFPERNE T
HEMENE FER UIEEHE
ENAARMASEENEEES -

ARBEERGS RIEREEASE
BB HREAFERBENE
B AaRE MNEMEEK
AXRWEIBEE - NRRAE
ENRR BREFTNERBAIRER
B RN TR E -

% 2 5 BB P 2 514 7] HA R 9
HEEMNREE BRARFX
FEEFELEZE LBHTF
EEHMOR NEARFEZ25—
B o



46.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2018

A number of amendments and new standards are
effective for annual periods beginning after 1 January
2018 and earlier application is permitted, however,
the Group has not early adopted any new or amended
standards in preparing this financial report.

The Group has the following updates to the information
provided in the last annual financial statements about
the possible impacts of the new standards issued but
not yet effective which may have a significant impact
on the Group’s consolidated financial statements.

HKFRS 16, Leases

As discussed in note 3(f), currently the Group classifies
leases into finance leases and operating leases and
accounts for the lease arrangements differently,
depending on the classification of the lease. The Group
only enters into the leases as the lessee.

46.

e B RS R AR Y R

For the year ended 31 December 2018
HEFT-N\F+_A=+t—HBILFE

BE—ZT-)/\F+-A=1t—HILF
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RN -2 ¥ m RE
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LB L ERR T NF—A—
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WA SRR RN ETHTR] SRAERT 2R -

BT F R B BmA TR A A RE A B
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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B RS R AR MR

For the year ended 31 December 2018

£b 7T — T

BnE_=F—

46.

NF+ZA=T—HILLFE

POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2018 (continued)

HKFRS 16, Leases (continued)

HKFRS 16 is not expected to impact significantly on
the way that lessors account for their rights and
obligations under a lease. However, once HKFRS 16
is adopted, lessees will no longer distinguish between
finance leases and operating leases. Instead, subject
to practical expedients, lessees will account for all
leases in a similar way to current finance lease
accounting, i.e. at the commencement date of the
lease the lessee will recognise and measure a lease
liability at the present value of the minimum future
lease payments and will recognise a corresponding
“right-of-use” asset. After initial recognition of this
asset and liability, the lessee will recognise interest
expense accrued on the outstanding balance of the
lease liability, and the depreciation of the right-of-use
asset, instead of the current policy of recognising
rental expenses incurred under operating leases on
a systematic basis over the lease term. As a practical
expedient, the lessee can elect not to apply this
accounting model to short-term leases (i.e. where the
lease term is 12 months or less) and to leases of
low-value assets, in which case the rental expenses
would continue to be recognised on a systematic
basis over the lease term.
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46.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2018 (continued)

HKFRS 16, Leases (continued)

HKFRS 16 will primarily affect the Group’s accounting
as a lessee of leases for properties, plant and
equipment which are currently classified as operating
leases. The application of the new accounting models
expected to lead to an increase in both assets and
liabilities and to impact on the timing of the expense
recognition in the statement of profit or loss over the
period of the lease.

HKFRS 16 is effective for annual periods beginning
on or after 1 January 2019. As allowed by HKFRS
16, the Group plans to use the practical expedient
to grandfather the previous assessment of which
existing arrangements are, or contain, leases. The
Group will therefore apply the new definition of a
lease in HKFRS 16 only to contracts that are entered
into on or after the date of initial application. In
addition, the Group plans to elect the practical
expedient for not applying the new accounting model
to short-term leases and leases of low-value assets.

46.

e B RS R AR Y R

For the year ended 31 December 2018

BE-T-/\Ft-A=t+—HLFE
BE—ZT-)/\F+-A=1t—HILF
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
E MR R M

For the year ended 31 December 2018
BHE_Z—\F+_A=1+—HILFE

46.

POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2018 (continued)

HKFRS 16, Leases (continued)

The Group plans to elect to use the modified retrospective
approach for the adoption of HKFRS 16 and will recognise
the cumulative effect of initial application as an adjustment
to the opening balance of equity at 1 January 2019 and
will not restate the comparative information. As disclosed
in note 37, at 31 December 2018 the Group’s future
minimum lease payments under non-cancellable operating
leases amount to $6,770,000 for properties, the majority
of which is payable either between 1 and 5 years after
the reporting date. Upon the initial adoption of HKFRS
16, the opening balances of lease liabilities and the
corresponding right-of-use assets will be adjusted to
HK$6,211,000 and HK$6,010,000 respectively, after
taking account the effects of discounting, as at 1 January
2019.

Other than the recognition of lease liabilities and right-
of-use assets, the Group expects that the transition
adjustments to be made upon the initial adoption of
HKFRS 16 will not be material. However, the expected
changes in accounting policies as described above
could have a material impact on the Group’s financial
statement from 2019 onwards.
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RESULTS

FINANCIAL SUMMARY
M BHE

For the year ended 31 December
BE+t-A=t-HLEE
2014 2015 2016 2017 2018
ZZ-mE ZE-RF ZERF ZTt+F —E-\E
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FET FET FET FET FET

Brokerage related commission AL iEEAEREEBRA

and clearing fee income - - - 1,140 2,227
Dividend income from held-for- #HEBERE 2 EMA

trading investments - - 1,132 751 20,577
Interest income on loans BURERRRELEP

receivable and margin clients  ZF| BUA - - - - 3,479
Royalty income ERBRA 2,015 505 436 264 256
Net realised losses from sales of HENEAIFEES

listed equity investments iR E 2 EEREE

classified as held-for-trading FE - - (30,360) (92,573) (8,050)

2,015 505 (28,792) (90,418) 18,489

Profit/(loss) before tax BRI (B518) 3,455 (81,238)  (417,562)  (452,005)  (117,905)

Income tax (expense)/credit FiisH (Fx) /8%

- - (10,967) 10,967 342

3455  (81,238)  (428529)  (441,038)  (117,563)

Profit/(loss) for the year FREF/ (1)
Profit/(loss) attributable to KRREB AN
owners of the Company &/ (B518)

3455  (81,238)  (424,549)  (441,038)  (117,563)
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FINANCIAL SUMMARY

MG EE

ASSETS AND LIABILITIES

EERE

&

At 31 December

R+=B=t+-H
2014 2015 2016 2017 2018
“2-NF —F-1F - F —E—+F —Z-)\E
HK$°000 HK$°000 HK$°000 HK$’000 HK$’000
FET FET FET FEL FEx
Total assets BELE 923,396 845,364 1,128,205 789,673 716,033
Total liabilities B0 (3,042) (3,983  (17,976) (0.828)  (50,991)
920,354 841,381 1,110,229 779,845 665,042
Equity attributable to owners of ~ AAFHAAEE#ER
the Company 920,354 841,381 1,110,229 779,845 665,042
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CONSOLIDATED STATEMENT OF
PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
GERERREMEEHBAR

For the six months ended 30 June 2019

HE-Z-NFRA=THIXEHR

Six months ended 30 June
BEXNA=1THIAEA

2019 2018
—E-NEF —E-)N\F
Notes HK$’000 HK$’000
e FET FA&T
(unaudited) (unaudited)
(REEZX) (REHEZ)
Brokerage related commission &4 HBIHE MEEE
and clearing fee income WA 6 627 521
Dividend income from FEEERE ZREWA
held-for-trading investments 6 14,541 65
Interest income on loans EWERRREFEEEPZ
receivable and margin clients FE WA 6 1,956 1,940
Royalty income BFFEIA 6 158 93
Net realised gain/(losses) from HESHEARBEEEN
sales of listed equity FHRARE 2B #8
investments classified as held-  Utz5 (&8 ) %58
for-trading 6 26,362 (16,195)
43,644 (13,576)
Other income Haplg A 7 1,204 1,260
Other (loss)/gain Hb (F518), ke 8 (137) 6,972
Net realised losses from sales of H&E /D1 AiE BEZIL
listed equity investments NHEYERE) ET AR
classified as fair value though "EZEERBEFE
profit or loss - (8,061)
Losses from changes in fair value 2D EABIEE EHEEE
of financial assets classified as Z N EEHEE
held-for-trading (55,608) (25,181)
Administrative expenses T (21,606) (15,241)
Loss from operations KeEEE (32,503) (53,827)
Finance costs B RSN 9(a) (1,552) (19)
Share of profit of a joint venture  JE{f—& & 2% - 3,521
Loss before tax MRBLATE B 9 (34,055) (50,325)
Income tax credit FriSHiE e 10 - 342
Loss for the period HANEE (34,055) (49,983)
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CONSOLIDATED STATEMENT OF
PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
SAERaREMEETAR

For the six months ended 30 June 2019
HE-ZT-NFAA=+HIEREAR

Six months ended 30 June
BEAA=1+RHILAEA

2019 2018
—E-NEF —E-)N\F
Notes HK$’000 HK$’000
Kzt FET FA&T
(unaudited) (unaudited)
(REER) (REFEZ)
Other comprehensive income/ HEttZ2EWA (BX)
(expense)
ltems that may be reclassified  HigésiesHoEEE
subsequently to profit or loss: =B
Exchange differences arising BB IR NS & FE TGP
on translation a EEZRRER
foreign operation 33 108
Net profit/(loss) on debt FHREAMZEBAIR
securities at fair value NHEY R ERE
through other Hm Al (B8 ) F8
comprehensive ([E4)
income (recycling) 371 (1,267)
Other comprehensive income/ HREMEEKA (FIX)
(expense) for the period 404 (1,159)
Total comprehensive expense HIRZHEB XA
for the period (33,651) (51,142)
Loss for the period attributable &2 F#H AEGEEHR
to owners of the Company B8 (34,055) (49,983)
Total comprehensive expense ZARQATHEE AELERK
for the period attributable to 2 MEBXAEE
owners of the Company (33,651) (51,142)
Loss per share BRER
Basic and diluted BEARREE
(HK cents per share) (TR 12 (5) (7
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CONSOLIDATED STATEMENT
OF FINANCIAL POSITION

Sa MR R

At 30 June 2019
RZZE—NFARA=1H

30 June 31 December
2019 2018
—E-hEF —E-)N\F
AA=+tH +ZHA=+—H
Notes HK$°000 HK$°000
e FET FA&T
(unaudited) (audited)
(REEX) (& &EZ)
Non-current assets FRBEE
Property, plant and equipment  ¥1%  FiE MR & 13 6,994 2,165
Goodwill E - -
Intangible assets mEAE 859 859
Other financial assets HtB & E 14 6,933 6,562
Other non-current assets HM3Emei&E 1,500 1,500
Prepayment for film rights B RETE IR 8,167 3,900
24,453 14,986
Current assets REEE
Accounts receivable FE W AR K 15 28,049 4,928
Other receivables, deposits HMEWRIE R &k
and prepayments TEfFFRIE 3,865 3,296
Loans receivable U E K 16 10,311 16,516
Held-for-trading investments BIEEBERE 17 423,390 549,022
Convertible notes receivable FEM AT A R R 18 18,864 18,864
Bank balances - trust accounts #R7174582 —(E5EERP 19 10,151 4,177
Bank balances and cash RITHEBR IR ® 129,565 104,244
624,195 701,047
Current liabilities REBEE
Accounts payable JE - BR X 20 10,559 4,444
Borrowings BE 21 - 43,268
Lease liabilities HEAE 3(d) 2,506 -
Other payables and accruals H fth FE AT B &
&R 1,769 3,137
14,834 50,849
Net current assets REBEETFE 609,361 650,198
Total assets less current BEERRBERSE
liabilities 633,814 665,184
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CONSOLIDATED STATEMENT
OF FINANCIAL POSITION
e MR R

At 30 June 2019
RZZE—NFARA=1H

30 June 31 December

2019 2018
—E-hEF —E-NEF
~A=+HB +=ZA=+—H
Notes HK$’000 HK$’000
Kzt FET FET
(unaudited) (audited)
(REER) (&%)
Non-current liabilities ERBEE
Deferred tax liability ELEHIBAE 22 142 142
Lease liabilities HEAE 3(d) 2,482 -
2,624 142
Net assets EEFE 631,190 665,042
Capital and reserves BAR#HE
Share capital &N 23 27,677 27,677
Reserves ] 603,513 637,365
Total equity attributable to ANAEE AEN
owners of the Company MR 631,190 665,042

2019 REIRE BHEBRIZERARAR
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CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY

Qa"_— PaN < 4

117 N = *Eﬁﬁi}]%

For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

Attributable to owners of the Company

NG 2N
Share Investment
Share  Contributed Merger Translation option revaluation Other  Accumulated Total
capital surplus reserve reserve reserve reserve reserve losses equity
i N AHRE BERE BREGE REBHER Bttt ZitEE L5
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK§'000 HK$'000
Fir FiEr Fiér FAr Fiér T FiEr T FiEr
A1 January 2019 (audited) RoZ-nE-A-B(EER) AFT 1,806,444 909 3,245 - 1,231) (3980 (1,168,016) 665,042
Impact on initial application of HKFRS 16 &R EREE HHL %R
Al - - - - - - - (201) 201)
At 1 January 2019 (adjusted) RZF-NE-A-R(85E) 20,677 1,806,444 909 3,245 - (1,237) (3980)  (1,168,217) 664,841
Loss for the period BnEE - - - - - - - (34,055) (34,05)
Exchange differences arising on translation £EMEEHHMEL 7 A
a foreign operation 8 - - - 3 - - - - 3
Net profit on revaluation of debt securities  Ef5EHEH 2 5FFE - - - - - 3N - - kil
Other comprehensive income for the period EJREMZERA - - - 3 - 3N - - 404
Total comprehensive expenses for the period EiN2EH 4E - - - 33 - kgl - (34,055) (33,651)
At 30 June 2019 (unaudited) R=E-AFRA=tA
(REEH) 20,677 1,806,444 909 3,218 - (866) (3980) (1,202,279 631,190
At 1 January 2018 (audited) R=F-N\§-A-RB(8%H) 21,577 1,800,639 909 3,021 1,845 287 (3,980) (1,050,453) 779,845
Loss for the period BrEE - - - - - - - (49,983) (49,983)
Exchange differences arising on translation #3504 £ AL 1
a foreign operation 28 - - - 108 - - - - 108
Net loss on revaluation of debt securies ~ Ef6 B4 BREE - - - - - (1,267) - - (1,267)
Other comprehensive income/(expense) for BRI 2E A /(F)
the period - - - 108 - (1,267) - - (1,159)
Total comprehensive expense for the period EiRN2 &R 4% - - - 108 - (1,267) - 49,983) (51,142)
At 30 June 2018 (unaudited) RZF-\ErA=1A
(REE7) 21,517 1,800,639 909 3,129 1,845 (980) (3,980) (1,100,436) 728,703
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CONDENSED CONSOLIDATED STATEMENT

OF CASH FLOWS
THGERERER

For the six months ended 30 June 2019
(2T NFRNA=ZTHIEAEA

Six months ended 30 June
BEXNA=1THIAEA

2019 2018
—E-hEF —T-N\F
HK$’000 HK$’000
FET FA&T
(unaudited) (unaudited)
(REEZX) (REHEZ)
OPERATING ACTIVITIES KeEEE
Operating cash flows before EEEREPHIKE
movements in working capital RERE (17,815) (14,435)
Increase in prepayment of BRI TR FRIEE AN
film rights (4,267) -
Increase in accounts receivable  JEUZBR FIZ AN (23,121) (1,233)
Increase in other receivables, HMEWHIA - EE &
deposits and prepayments T RGN (574) (949)
Decrease/(increase) in fEW B Fom A,/ (1)
loans receivable 6,205 (181,578)
Increase in bank balances - IRITHEER — LR
trust accounts &N (5,974) (3,305)
(Decrease)/increase in other H Ath FE AT 3B R FERT
payables and accruals BRCRD) 18 (1,368) 15,150
Increase in accounts payable JE {5 BR SR8 11 6,115 2,515
Purchases of held- HEEREEERE
for-trading investments (113,656) (236,698)
Proceeds from disposal of HEREEERE
held-for-trading investments FriS 508 210,474 252,147
NET CASH GENERATED FROM/ R4 E8fE (FFR)HE
(USED IN) OPERATING T
ACTIVITIES 56,019 (168,386)
INVESTING ACTIVITIES REER
Interest received 2 U B 1,209 1,211
Dividend received B U B 14,541 65
Acquisition of a subsidiary Wi — M B A A - (50)
Proceeds from disposal of a HE—HaELEMS
joint venture KIE - 150,000
Proceeds from disposal of other HEH MU BEENE
financial assets B - 35,154
Purchase of property, plant BEWE  BE&&E
and equipment (438) (8)

2019 FERE BEHEEZERER AR
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CONDENSED CONSOLIDATED STATEMENT

OF CASH FLOWS
HHGRERERER

For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

Six months ended 30 June
BEXNA=1+HIEAEA

2019 2018
—ZB-h#F —N\F
HK$’000 HK$’000
FET FEIT
(unaudited) (unaudited)
(REEX) (REEEZ)
NET CASH GENERATED FROM REEEFEHLTFHE
INVESTING ACTIVITIES 15,312 186,372
FINANCING ACTIVITIES MEEE
Repayment of borrowings — BEEE-—RIEZER
margin loan (43,268) -
Interest paid on borrowings ENEERNE (1,397) )
Capital element of lease rental ZEfNHEEESHAS
paid i) (1,223) -
Interest element of lease rental B NAEREHF L
paid B (155) -
NET CASH USED IN BMETBARSFE
FINANCING ACTIVITIES (46,043) (2)
NET INCREASE IN CASH AND R&REEEERA B
CASH EQUIVALENTS FEE 25,288 17,984
CASH AND CASH HYNRERRELEEER
EQUIVALENTS AT BEGINNING
OF THE PERIOD 104,244 134,477
Effect of foreign exchange rate [EXREH) s &
changes 33 108
CASH AND CASH HRASRRALEHEER
EQUIVALENTS AT END OF
THE PERIOD
Represented by bank balances  15iR{TAENIRE
and cash 129,565 152,569
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NOTES TO THE UNAUDITED INTERIM

BASIS OF PREPARATION

This interim financial report has been prepared in
accordance with the applicable disclosure provisions
of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the
“Listing Rules”), including compliance with Hong Kong
Accounting Standard 34 “Interim financial reporting”
(“HKAS 34”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”). It was
authorised for issue on 23 August 2019.

The interim financial report has been prepared in
accordance with the same accounting policies
adopted in the 2018 annual financial statements,
except for the accounting policy changes that are
expected to be reflected in the 2019 annual financial
statements. Details of any changes in accounting
policies are set out in note 3.

The preparation of an interim financial report in
conformity with HKAS 34 requires management to
make judgements, estimates and assumptions that
affect the application of policies and reported amounts
of assets and liabilities, income and expenses on a
year to date basis. Actual results may differ from these
estimates.

This interim financial report contains the consolidated
statement of financial position of the Group as of 30
June 2019, the related consolidated statement of
profit or loss and other comprehensive income,
consolidated statement of changes in equity,
condensed consolidated statement of cash flow for
the six-month period ended 30 June 2019, and
selected explanatory notes. The notes include an
explanation of events and transactions that are
significant to an understanding of the changes in
financial position and performance of the Group since
the 2018 annual financial statements. The interim
financial report and notes thereon do not include all
of the information required for full set of financial
statements prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”).

FINANCIAL REPORT
SEXP MRS M

For the six months ended 30 June 2019
@;{ = ﬂi/\ﬂ +EUJ:/\1IH
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APHMBREDRBEEBA R Z
BRARES TR EmHRA D
HARBRBGRRR BREBTEAEG
Mg ((BESMAE ) BANEE
SETERFEIAFR [P KRS |([EE
SEPERE3AR ) EHR —F—AFEN
A+ =BERETE-

REMEHmEDRE T - N\FFEH
BETPAARM BRI S BRER
HEHER T - NFFEPBEHRRT
REREY R ET R Z B RIRR D - ETHR
HHNFBHNHIES

fﬁ%ﬂ?é%ﬁam #E I 3£ 3457 ) 7 HARA
BREFE2EEBFLEEBRER R
RBEEANFEEEMBREEERA
{8 WA K 2 & B A H B - b ET R R
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AP BEREHELAERR_Z—N
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HEGFEER &ﬁﬁﬂiﬁqﬁl ST} AR
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AN T WM REYERALEB
ZE-N\FFEEP WK ARSI BN
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Al DRENZEMBRRATNMEE
o
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT

2N

REZD P BREMEE

For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

1.

BASIS OF PREPARATION (continued)

The interim financial report is unaudited, but has been
reviewed by the Company’s Audit Committee. The
interim financial report has also been reviewed by
Crowe (HK) CPA Limited in accordance with Hong
Kong Standard on Review Engagements 2410 “Review
of interim financial information performed by the
independent auditor of the entity” issued by the
HKICPA.

PRINCIPAL ACCOUNTING POLICIES

The accounting policies and methods of computation
used in the interim financial report for the six months
ended 30 June 2019 are the same as those followed
in the preparation of the Group’s consolidated financial
statements for the year ended 31 December 2018,
except for the accounting policy changes that are
expected to be reflected in the 2019 annual
consolidated financial statements. Details of any
changes in accounting policies are set out in note 3.

CHANGES IN ACCOUNTING POLICIES
The HKICPA has issued a new HKFRS, HKFRS 16,
“Leases”, and a number of amendments to HKFRSs
that are first effective for the current accounting
period of the Group.

Except for HKFRS 16, Leases, none of the
developments have had a material effect on how the
Group’s results and financial position for the current
or prior periods have been prepared or presented in
this interim financial report. The Group has not applied
any new standard or interpretation that is not yet
effective for the current accounting period.

Interim Report 2019 IMAGI INTERNATIONAL HOLDINGS LIMITED
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
BT BEREME

CHANGES IN ACCOUNTING POLICIES
(continued)

HKFRS 16, Leases

HKFRS 16 replaces HKAS 17, Leases, and the related
interpretations, HK (IFRIC) - Int 4, “Determining
whether an arrangement contains a lease”, HK (SIC)
- Int 15, “Operating leases - incentives”, and
HK (SIC) - Int 27, “Evaluating the substance of
transactions involving the legal form of a lease”. It
introduces a single accounting model for lessees,
which requires a lessee to recognise a right-of-use
asset and a lease liability for all leases, except for
leases that have a lease term of 12 months or less
(“short-term leases”) and leases of low value assets.
The lessor accounting requirements are brought
forward from HKAS 17 substantially unchanged.

The Group has initially applied HKFRS 16 as from 1
January 2019. The Group has elected to use the
modified retrospective approach and has therefore
recognised the cumulative effect of initial application
as an adjustment to the opening balance of equity
at 1 January 2019. Comparative information has not
been restated and continues to be reported under
HKAS 17.

Further details of the nature and effect of the changes
to previous accounting policies and the transition
options applied are set out below:

3.

For the six months ended 30 June 2019
HE—ZT—hFA=+HLEA

SRS B (2)

BRMBRELENF1657EE

B HREERNFIFRIMAB LSS
RERIF17RHE MAERERE - B8 (B
MBEREREZES) RBE4ARE
ELHRERAEE ] B (REBEH
ZEg)-R2EER[2EHN—E
BIRBFB(REEFBKZES)-RES
TR IFHES RHELARTLARSZNE
Bl ZEHREBASIAE-—g5FE
A BSRATH ABLAT A B R L
BENMEEAE HHE/12EA AT
MESTEHES D REEEROK
Sho MEBAGARIEERnAEBGF
BRFATH  BERGRAE -

AEBEBE-T-AF-HA—HEER
ERB LV HREERFE165 - NEE
BEEZEREETEVE XRUKE
RERNRFHERIRYE T —NF
—HA—BOREEHUESRNAR LR
BRATEN EERREBESER
FATHRIME ©

BEANEHBENEHNE RY B
T BB B S SR AR A0 — S R
mE
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
BP0 B RS

For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

CHANGES IN ACCOUNTING POLICIES

2N

3.

(continued)

(a)

Changes in the accounting policies

0]

New definition of a lease

The change in the definition of a lease
mainly relates to the concept of control.
HKFRS 16 defines a lease on the basis
of whether a customer controls the use
of an identified asset for a period of time,
which may be determined by a defined
amount of use. Control is conveyed
where the customer has both the right
to direct the use of the identified asset
and to obtain substantially all of the
economic benefits from that use.

The Group applies the new definition of
a lease in HKFRS 16 only to contracts
that were entered into or changed on or
after 1 January 2019. For contracts
entered into before 1 January 2019, the
Group has used the transitional practical
expedient to grandfather the previous
assessment of which existing
arrangements are or contain leases.

Accordingly, contracts that
previously assessed as leases under
HKAS 17 continue to be accounted for
as leases under HKFRS 16 and contracts
previously assessed as non-lease service
arrangements continue to be accounted
for as executory contracts.

were
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT

AREE

3. CHANGES IN ACCOUNTING POLICIES

(continued)

(@) Changes in the accounting policies (continued)

(i)

Lessee accounting

HKFRS 16 eliminates the requirement for
a lessee to classify leases as either
operating leases or finance leases, as
was previously required by HKAS 17.
Instead, the Group is required to capitalise
all leases when it is the lessee, including
leases previously classified as operating
leases under HKAS 17, other than those
short-term leases and leases of low-value
assets. As far as the Group is concerned,
these newly capitalised leases are
primarily in relation to property, plant and
equipment as disclosed in note 13.

lease
component(s) and non-lease component(s),
the Group has elected not to separate non-
lease components and accounts for each
lease component and any associated non-
lease components as a single lease
component for all leases.

Where the contract contains

When the Group enters into a lease in
respect of a low-value asset, the Group
decides whether to capitalise the lease
on a lease-by-lease basis. The lease
payments associated with those leases
which are not capitalised are recognised
as an expense on a systematic basis over
the lease term.

BEZPH

Br 755 R 5 B B

For the six months ended 30 June 2019
HE—ZT—hFA=+HLEA

3. EIBREF#)

(@) SBFFEEEB(E)

(ii)

2019 FHfTRE
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BN B mEEAFE165
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1758 R RIFTEK) - B R
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M B SRR A
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
AEFEXP U B R E M

For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

3. CHANGES IN ACCOUNTING POLICIES

(continued)

(@) Changes in the accounting policies (continued)

(i)

Lessee accounting (continued)

Where the lease is capitalised, the lease
liability is initially recognised at the
present value of the lease payments
payable over the lease term, discounted
using the interest rate implicit in the lease
or, if that rate cannot be readily
determined, using a relevant incremental
borrowing rate. After initial recognition,
the lease liability is measured at amortised
cost and interest expense is calculated
using the effective interest method.
Variable lease payments that do not
depend on an index or rate are not
included in the measurement of the lease
liability and hence are charged to profit
or loss in the accounting period in which
they are incurred.

The right-of-use asset recognised when
a lease is capitalised is initially measured
at cost, which comprises the initial
amount of the lease liability plus any
lease payments made at or before the
commencement date, and any initial
direct costs incurred. Where applicable,
the cost of the right-of-use assets also
includes an estimate of costs to dismantle
and remove the underlying asset or to
restore the underlying asset or the site
on which it is located, discounted to their
present value, less any lease incentives
received.

Interim Report 2019 IMAGI INTERNATIONAL HOLDINGS LIMITED
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NOTES TO THE UNAUDITED INTERIM

3. CHANGES IN ACCOUNTING POLICIES

(continued)

(@) Changes in the accounting policies (continued)

(i)

Lessee accounting (continued)

The right-of-use asset is subsequently
stated at cost less accumulated
depreciation and impairment losses,
except for the following types of right-
of-use asset:

- right-of-use assets that meet the
definition of investment property
are carried at fair value;

- right-of-use assets related to
leasehold land and buildings where
the Group is the registered owner
of the leasehold interest are carried
at fair value; and

- right-of-use assets related to
interests in leasehold land where
the interest in the land is held as
inventory are carried at the lower
of cost and net realisable value.

The lease liability is remeasured when
there is a change in future lease payments
arising from a change in an index or rate,
or there is a change in the Group’s
estimate of the amount expected to be
payable under a residual value guarantee,
or there is a change arising from the
reassessment of whether the Group will
be reasonably certain to exercise a
purchase, extension or termination
option. When the lease liability is
remeasured in this way, a corresponding
adjustment is made to the carrying
amount of the right-of-use asset, or is
recorded in profit or loss if the carrying
amount of the right-of-use asset has
been reduced to zero.

FINANCIAL REPORT
BT BEREME

For the six months ended 30 June 2019
HE—ZT—hFA=+HLEA
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT

AREE

BEZTHDEREMEE

For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

3. CHANGES IN ACCOUNTING POLICIES

(continued)

(b)

(c)

Critical accounting judgements and sources
of estimation uncertainty in applying the
above accounting policies

Determining the lease term

As explained in the above accounting policies,
the lease liability is initially recognised at the
present value of the lease payments payable
over the lease term. In determining the lease
term at the commencement date for leases that
include renewal options exercisable by the
Group, the Group evaluates the likelihood of
exercising the renewal options taking into
account all relevant facts and circumstances
that create an economic incentive for the Group
to exercise the option, including favourable
terms, leasehold improvements undertaken and
the importance of that underlying asset to the
Group’s operation. The lease term is reassessed
when there is a significant event or significant
change in circumstance that is within the
Group’s control. Any increase or decrease in
the lease term would affect the amount of lease
liabilities and right-of-use assets recognised in
future years.

Transitional impact

At the date of transition to HKFRS 16 (i.e. 1
January 2019), the Group determined the length
of the remaining lease terms and measured the
lease liabilities for the leases previously
classified as operating leases at the present
value of the remaining lease payments,
discounted using the relevant incremental
borrowing rates at 1 January 2019.
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
BT BEREME

For the six months ended 30 June 2019

3. CHANGES IN ACCOUNTING POLICIES

(continued)

(c)

Transitional impact (continued)

To ease the transition to HKFRS 16, the Group
applied the following recognition exemption and
practical expedients at the date of initial
application of HKFRS 16:

(i) the Group elected not to apply the
requirements of HKFRS 16 in respect of
the recognition of lease liabilities and
right-of-use assets to leases for which
the remaining lease term ends within 12
months from the date of initial application
of HKFRS 16, i.e. where the lease term
ends on or before 31 December 2019;

(ii) when measuring the lease liabilities at
the date of initial application of HKFRS
16, the Group applied a single discount
rate to a portfolio of leases with
reasonably similar characteristics (such
as leases with a similar remaining lease
term for a similar class of underlying
asset in a similar economic environment);
and

(i)  when measuring the right-of-use assets
at the date of initial application of HKFRS
16, the Group relied on the previous
assessment for onerous contract
provisions as at 31 December 2018 as
an alternative to performing an impairment
review.

BHE-Z-NAFRA=THIXEAHA

3. EIBREF#)

(c)
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT

2N

BEZTHDEREMEE

For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

3.

CHANGES IN ACCOUNTING POLICIES
(continued)
(c) Transitional impact (continued)

The following table reconciles the operating
lease commitments as disclosed in note 24 as
at 31 December 2018 to the opening balance
for lease liabilities recognised as at 1 January
2019:

3.

SRS B (&)
() BESEHE)

TRIRMFUHEBEONR -Z
—N\F+ZA=+—HREEHR
HEEEN-_ZT—NLF—HF—H
ROBEBBEHVEHNER:

1 January 2019

—E-NF
—A—H
HK$’000
FAET

Operating lease commitments RZZE-N\FTZA=+—81
at 31 December 2018 EIEMA A 6,770
Less: Total future interest expenses W RRF B85 (559)

Lease liabilities recognised RZZE—-NF—A—BERL

at 1 January 2019 HEBE 6,211

The right-of-use assets in relation to leases
previously classified as operating leases have
been recognised as if HKFRS 16 had always
been applied since the commencement date of
the lease (other than discounting using the
relevant incremental borrowing rate at the date
of initial application of HKFRS 16). Any
difference between the right-of-use asset
recognised and the lease liability is recognised
as an adjustment to the opening balance of
equity at the date of initial application of HKFRS
16.

The Group presents right-of-use assets that do
not meet the definition of investment property
in “property, plant and equipment” and presents
lease liabilities separately in the consolidated
statement of financial position.
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NOTES TO THE UNAUDITED INTERIM

FINANCIAL REPORT

AR T % P HA B S R S Y R

3. CHANGES IN ACCOUNTING POLICIES

(continued)

(c)

Transitional impact (continued)

The following table summarises the impacts of
the adoption of HKFRS 16 on the Group’s
consolidated statement of financial position:

For the six months ended 30 June 2019
(2T NFRNA=ZTHIEAEA

3. EIBREF#)

() BESEHE)
TERBARAT BTG HREER
F165EH AR B AR A B ISR
KOTE

Carrying amount Captialisation of Carrying amount

at 31 December

operating lease

at 1 January

2018 contracts 2019
R=Z-N\& R=-Z-NF
+=A=1+-8 EERNEN —-A—H
HEREE i-¥:N4 HEREE
HK$’000 HK$’000 HK$’000
FET FET FHET
Line items in the consolidated S&HBRAKTRZRRE
statement of financial BUBHREENE16F
position impacted by the FEMWER
adoption of HKFRS 16:
Property, plant and equipment %1% « = &% 2,165 6,010 8,175
Total non-current assets FRBEELR 14,986 6,010 20,996
Lease liabilities (current) HEBE (AH) - 2,445 2,445
Current liabilities RBER 50,849 2,445 53,294
Net current assets RBEEFE 650,198 (2,445) 647,753
Total assets less HEENRBERE
current liabilities 665,184 3,565 668,749
Lease liabilities (non-current) ~ FE&E (3EEIH) - 3,766 3,766
Total non-current liabilities FRBEELERE 142 3,766 3,908
Net assets BEEFE 665,042 (201) 664,841
Accumulated losses ZEER (1,168,016) (201) (1,168,217
Total equity aER 665,042 (201) 664,841

2019 FHfTRE
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NOTES TO THE UNAUDITED INTERIM

FINANCIAL REPORT
AEERT MRS M

For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

3. CHANGES IN ACCOUNTING POLICIES 3.

(continued)

(c) Transitional impact (continued)
The analysis of the carrying value of the Group’s
right-of-use assets by class of underlying asset
at the end of the reporting period and at the
date of transition to HKFRS 16 is as follows:

B BEREE (#)

(c)

BESE(E)
REENFEREEENRERR
KiBEER BN BREEAE16
S BRNEREERAEEERR
AT

At 30 June At 1 January

2019 2019
R-ZE—hE RZE—NF
~A=+H —H—H
HK$°000 HK$’000
FET FHEIL
Included in “property, plant A [W% - EX
and equipment”: Byl
Other properties leased for  FEEAREMYIZE
own use, carried at RITER AR
depreciated cost 4,786 6,010
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NOTES TO THE UNAUDITED INTERIM
_FINANCIAL REPORT
AREFEZP T FH RS M

For the six months ended 30 June 2019
HE-ZT-NFAA=+HIEREAR

CHANGES IN ACCOUNTING POLICIES 3. EBIBEEE%E)

(continued)

(d) Lease liabilities () HEEE
The remaining contractual maturities of the AEBEHEEAERREHRRLA
Group’s lease liabilities at the end of the EEBEAVBRELENE16 2
reporting period and at the date of transition HES T A NRESREIT

to HKFRS 16 are as follows:

At 30 June 2019 At 1 January 2019
R-ZB-NEXA=+AH RZZE-NF—HA—H
Present Present
value of the Total value of the Total
minimum minimum minimum minimum
lease lease lease lease

payments payments payments payments
REHEE REHEE REMEE REHEE
AR BE NARBE RRE gt
HK$’000 HK$’000 HK$’000 HK$’000
FET FET TBT TBTT

Within 1 year —FR 2,506 2,756 2,445 2,756

After 1 year but within 2 —FZERMFR

years 2,482 2,636 2,567 2,756
After 2 years but within 5 WFEEERAFEA
years - - 1,199 1,258
2,482 2,636 3,766 4,014
4,988 5,392 6,211 6,770
Less: Total future B RRF SR B8
interest expenses (404) (559)
Present value of MEBENRE
lease liabilities 4,988 6,211

2019 REIRE BHEBRIZERARAR
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT

2N

BEZTHDEREMEE

For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

CHANGES IN ACCOUNTING POLICIES

(continued)

3.

(e)

Impact on the financial result, segment results
and cash flows of the Group

After the initial recognition of right-of-use assets
and lease liabilities as at 1 January 2019, the
Group as a lessee is required to recognise
interest expense accrued on the outstanding
balance of the lease liability, and the depreciation
of the right-of-use asset, instead of the previous
policy of recognising rental expenses incurred
under operating leases on a straight-line basis
over the lease term. This results in a change
on the reported loss from operations in the
Group’s consolidated statement of profit or
loss, and other comprehensive income as
compared to the results if HKAS 17 had been
applied during the period.

In the cash flow statement, the Group as a
lessee is required to split rentals paid under
capitalised leases into their capital element and
interest element. These elements are classified
as financing cash outflows, similar to how
leases previously classified as finance leases
under HKAS 17 were treated, rather than as
operating cash outflows, as was the case for
operating leases under HKAS 17. Although total
cash flows are unaffected, the adoption of
HKFRS 16 therefore results in a significant
change in presentation of cash flows within the
cash flow statement.

The following tables may give an indication of
the estimated impact of adoption of HKFRS 16
on the Group’s financial result, segment results
and cash flows for the six months ended 30
June 2019, by adjusting the amounts reported
under HKFRS 16 in these interim financial
statements to compute estimates of the
hypothetical amounts that would have been
recognised under HKAS 17 if this superseded
standard had continued to apply to 2019
instead of HKFRS 16, and by comparing these
hypothetical amounts for 2019 with the actual
2018 corresponding amounts which were
prepared under HKAS 17.
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3.

NOTES TO THE UNAUDITED INTERIM

FINANCIAL REPORT

AR T % P HA B S R S Y R

CHANGES IN ACCOUNTING POLICIES

For the six months ended 30 June 2019
(2T NFRNA=ZTHIEAEA

3. EIBREF#)

(continued)
() Impact on the financial result, segment results (e) HEAEBEUKES »HEER
and cash flows of the Group (continued) REREBNTE(E)
2019 2018
—2-1f “ENE
Deduct:
Estimated
amounts
related to
Add back: operating Hypothetical = Compared
Amounts  HKFRS 16 leases as if amounts  to amounts
reported depreciation under for 2019 reported for
under and interest HKAS 17 as if under 2018 under
HKFRS 16 expense (note 1) HKAS 17 HKAS 17
(A) (B) (C) (D=A+B-C)
ik : FRE B
ERAMGET —B-hE —T-N\F
mE B 28 CEUR BFReHE BEEELH
REZBHE BHREELY BEEEHE (BUREE ENE17H
WEEREI6 F16HITER  RIFEI7TH)  BEHEN  BENSES
FRENER FEHX (Hfzt1) E1T%) izlod
(A) (B) (€©) (D=A+B-C)
HK$’000 HK$’000 HK$’000 HK$°000 HK$°000
FET FET FET FET FHET
Financial result for ~ ZRHFBPER
the six months LRAE16HY
ended 30 June 2019 EHNBE_F—
impacted by the hERA=TH
adoption of IER{E A BB
HKFRS 16: ES g
Loss from operations E&ER (32,503) 1,224 1,378 (32,657) (53,827)
Finance costs B (1,552) 155 - (1,397) (19)
Loss before tax BREAIEE (34,055) 1,379 1,378 (34,054) (50,325)

2019 FERE BEHBEEZERERAR
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NOTES TO THE UNAUDITED INTERIM

FINANCIAL REPORT
AEFEXP U B R E M

For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

3. CHANGES IN ACCOUNTING POLICIES 3. EfEEE%He)
(continued)
() Impact on the financial result, segment results (e) HEAEBEUKES »HEER

and cash flows of the Group (continued) REREBNTE(E)
2019 2018
“E-1E “T-N\F
Deduct:
Estimated
amounts
related to
Add back: operating Hypothetical Compared
Amounts  HKFRS 16 leases as if amounts  to amounts
reported depreciation under for 2019 reported for
under and interest HKAS 17 as if under 2018 under
HKFRS 16 expense (note 1) HKAS 17 HKAS 17
(A) (B) (€) (D=A+B-C)
ne: BEE IS
ERANMET ZF-nE —T)N\F
mE : FEE 8 (EOR BEeE REEEE:
RESEME BHEEEDN BEHEBEHE (BURBE EJE17%
BEEREI6 F16RTER  RHE17H)  BEHEN GENEE
RHRENSE FERX (Het1) E175) 1At
(A) (B) (€) (D=A+B-C)
HK$'000 HK$’000 HK$'000 HK$’000 HK$’000
FET FET FET FET FET
Loss for the period HRER (34,055) 1,379 1,378 (34,054) (49,983)
Reportable segment  SRMAFBHERE
(loss)/profit EHIE16% e
(adjusted EBITDA) HWBZE_E-—hF
for the six months AB=THLEAE
ended 30 June 2019  AMTREDH
(note 5) impacted (B8)/ &5
by the adoption of (RRE
HKFRS 16: EBITDA)
(HHaE5)
- Trading of securities —EEXFH NS
and securities S
brokerage (13,954) 600 680 (14,034) (51,789)
- Provision of finance —1R{tEE 388 - - 388 1,843
- Entertainment — R (167) - - (167) (263)
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
AREFEZP T FH RS M

For the six months ended 30 June 2019
HE—ZT—hFA=+HLEA

3. CHANGES IN ACCOUNTING POLICIES 3. EIBERSE )
(continued)
() Impact on the financial result, segment results () HBEAEEMBEHEE 2WEER
and cash flows of the Group (continued) REREBNTE(E)
2019 2018
—%-n% —F-NE
Estimated
amounts
related to
operating Hypothetical
Amounts leases as if amounts Compared
reported under for 2019  to amounts
under HKAS 17  as if under reported
HKFRS 16 (notes 1 & 2) HKAS 17 under
(A) (B) (C=A+B) HKAS 17
BEREERY

MiEste®E —Z-NE

(BUNBEE BELE
REEBHE  BEHER (BMRE  AREEE
RERERE6 E17%)  BHEEL S5ER|
BHRENEE  (W1k2) F17%) F1TREE

(A) (B) (C=A+B) ol Vel
HK$’000 HK$’000 HK$’000 HK$’000
FEL FET FET FHET
Line items in the condensed BZ-FE—NEXA
consolidated statement of =+ HIEXEANE
cash flow for the six BREALHERT
months ended THRPERUBERE
30 June 2019 ERF16ETEN
impacted by the EHH:
adoption of HKFRS 16:
Cash from/(used in) operations #&4F18,/ (Fif) B4 56,019 (1,378) 54,641 (168,386)
Net cash generated from/  E&EEHRE/ (i)
(used in) operating activities 2B & FE 56,019 (1,378) 54,641 (168,386)
Capital element of lease ERREEEHEN
rental paid Ao (1,229) 1,223 - -
Interest element of lease ENRERERSN
rental paid MEHD (155) 155 - -
Net cash used in MEEBFACRES
financing activities FH (46,043) 1,378 (44,665) 2)
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT

2N

REZD P BREMEE

For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

3.

CHANGES IN ACCOUNTING POLICIES
(continued)
(e) Impact on the financial result, segment results

and cash flows of the Group (continued)

Note 1: The “estimated amounts related to operating
leases” is an estimate of the amounts of the
cash flows in 2019 that relate to leases which
would have been classified as operating
leases, if HKAS 17 had still applied in 2019.
This estimate assumes that there were no
differences between rentals and cash flows
and that all of the new leases entered into
in 2019 would have been classified as
operating leases under HKAS 17, if HKAS 17
had still applied in 2019. Any potential net
tax effect is ignored.

Note 2: In this impact table these cash outflows are
reclassified from financing to operating in
order to compute hypothetical amounts of net
cash generated from operating activities and
net cash used in financing activities as if
HKAS 17 still applied.

FINANCIAL INSTRUMENTS

Fair value measurements of financial instruments
Fair value hierarchy

The following table presents the fair value of the
Group’s financial instruments measured at the end of
the reporting period on a recurring basis, categorised
into the three-level fair value hierarchy as defined in
HKFRS 13 “Fair Value Measurement”. The level into
which a fair value measurement is classified and
determined with reference to the observability and
significance of the inputs used in the valuation
technique as follows:

1. Level 1 valuations: Fair value measured using
only Level 1 inputs, that is, unadjusted quoted
prices in active markets for identical assets or
liabilities at the measurement date.
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
BT BEREME

FINANCIAL INSTRUMENTS (continued)

Fair value measurements of financial instruments

(continued)

Fair value hierarchy (continued)

2. Level 2 valuations: Fair value measured using
Level 2 inputs, that is, observable inputs which
fail to meet Level 1, and not using significant
unobservable inputs. Unobservable inputs are
inputs for which market data are not available.

3. Level 3 valuations: Fair value measured using
significant unobservable inputs.

The Group has a team headed by the financial
controller to perform valuations for the financial
instruments, including convertible notes receivable
which are categorised into Level 3 of the fair value
hierarchy. The team reports directly to the directors
and the audit committee. A valuation report with
analysis of changes in fair value measurement is
prepared by the team at each interim and annual
reporting date, and is reviewed and approved by the
directors. Discussion of the valuation process and
results with the financial controller, directors and the
audit committee is held twice a year, to coincide with
the reporting dates.

4.

For the six months ended 30 June 2019
HE—ZT—hFA=+HLEA
BT RE)
B IAZATEFEE)

RFERE(E)

2. FoAMGHE:EERF-_LEBA
(A TEE—RFTENATE
EHABRE) MERBEANAE
RPABBENQFETH
BB ABBEETSEENE
ABUE -

3. H=AME:EREATAER
BWABBENAFE

AEERE - EARMHRAEASNE
B UEBTA(BEIBARFEER
=R B AT RIR ) E T (E - 7%
BEREERAEERERZBEERSE %
BB {8 B b R s B AR R
BRE  OMAFEFEZS ZHER
EEEMAMME -RARERE BFM
RETHRE BEFRERLZEETW
HERF -
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT

AR AR T P HA B RS e S B

For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

4. FINANCIAL INSTRUMENTS (continued) 4. MBI HEE)
Fair value of the Group’s financial assets and AEEREMRATFEFEZHMKEE
financial liabilities that are measured at fair value RpBaEZAFE
on a recurring basis
Some of the Group’s financial assets are measured REBEBLPBEENSEREBRRIZRD
at fair value at the end of each reporting period. The FHEAE  TRREEEEZSUBEE
following table gives information about how the fair NHENFEZER LR A ERM
values of these financial assets are determined (in KB Ao A B8 ) o

particular, the valuation technique(s) and inputs used).

Fair value as at

RUTBHZAFE Significant
30 June 31 December Fair value Valuation unobservable
2019 2018 hierarchy  technique inputs
ZE-NEF —T-N\EF
RAZtTH TZA=T—8 AFERE /‘ERE EXTABRBAYE
HK$’000 HK$°000
FET FET
(unaudited) (audited)

(REER) (&%)

Other financial assets

Hith B EE
- debt securities listed in 6,933 6,562 Level 2 Quoted prices from  N/A
Singapore, at fair value financial
institutions
-RE MR ETRERES - F_R& TRMBRE NEm
BATE
Held-for-trading investments 423,390 549,022 Level 1 Quoted market N/A
closing prices in
an active market
HEEERE F— ERTSARKTE  ER
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
AEERT AR E M T

For the six months ended 30 June 2019
HE-ZT-NFAA=+HIEREAR

FINANCIAL INSTRUMENTS (continued) 4. MBI HEE)
Fair value of the Group’s financial assets and AEEREMRATFEFEZHMKEE
financial liabilities that are measured at fair value REGBEBEZATE(E)

on a recurring basis (continued)

Fair value as at

RUTBEHZATE Significant
30 June 31 December Fair value Valuation unobservable
2019 2018 hierarchy  technique inputs
“E-NE TN\
AAZTA TZA=+t—H AFERE EEEE EXTUEEBAUE
HK$'000 HK$'000
FET FET
(unaudited) (audited)

(REER) (&&%)

Convertible notes receivable

QR ES
- issued by China 18,864 18,864 Level 3 Binomial model Discount rate: 16.19%
Agri-Products (31 December 2018:
Exchange Limited 17.52%) Volatility:
50.057%
(31 December 2018:
50.417%)
~HFEREMR SR AT F=R —IEAER BIRE 1 16.19%
%17 (Z2-/\F+ZA

=+—H0 :17.52%)
K18 : 50.057%
(ZF-N\F+=A
=+—H:50417%)

449,187 574,448

2019 REIRE BHEBRIZERARAR
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT

2N

REZD P BREMEE

For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

4.

FINANCIAL INSTRUMENTS (continued)

Fair value of the Group’s financial assets and
financial liabilities that are measured at fair value
on a recurring basis (continued)

During the six months ended 30 June 2019, there
were no transfers between level 1 and 2, or transfers
into or out of level 3 (2018: Nil). The Group’s policy
is to recognise transfers between levels of fair value
hierarchy as at the end of the reporting period in
which they occur.

Note:

A 5% increase in discount rate holding all other variables
constant would decrease the carrying amount of convertible
notes receivable by approximately HK$1,696,000 (31
December 2018: approximately HK$1,860,000). A 5%
decrease in discount rate holding all other variables constant
would increase the carrying amount of the convertible notes
receivable by approximately HK$1,952,000 (31 December
2018: approximately HK$2,177,000).

A 5% increase in volatility holding all other variables constant
would increase the carrying amount of the convertible notes
receivable by approximately HK$2,000 (31 December 2018:
approximately HK$1,000). A 5% decrease in volatility holding
all other variables constant would decrease the carrying
amount of the convertible notes receivable by approximately
HK$1,000 (31 December 2018: approximately HK$1,000).
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NOTES TO THE UNAUDITED INTERIM

FINANCIAL INSTRUMENTS (continued)

Fair value of the Group’s financial assets and
financial liabilities that are measured at fair value
on a recurring basis (continued)

Reconciliation of Level 3 fair value measurement
Investment at fair value through profit or loss

FINANCIAL REPORT
BT BEREME

For the six months ended 30 June 2019
HE—ZT—hFA=+HLEA

4. BHIR#E)
FEEEEURAFEFBCMBEE
EMBaEzAFEGE)

BRI VEFEZHIER
FRBERATHEIRZRE

30 June 31 December

2019 2018
—E-hE —E-NF
~BA=1+H +=ZA=+—8H
HK$’000 HK$’000
FET T#ET
(unaudited) (audited)
(REER) (feE=%)
At the beginning of the RERH, F )
period/year 18,864 19,293
Fair value loss recognised in HAA,F AR B R
profit or loss during the NEEEE
period/year - (429)
At the end of the period/year REIRFR 18,864 18,864
Net loss for the period/year EEFBEEERATEIRZ
included in profit or loss for TEF ABZE(GTAEAM
investments designated as at (E18),/ M=) mB|n F
fair value through profit or loss ~ PREIEFER
(included in other (loss)/gain) - (429)

Fair value of financial assets and financial liabilities
that are not measured at fair value

The directors of the Company consider that the
carrying amounts of other financial assets and financial
liabilities recognised at amortised cost in the interim
financial report approximate their fair values.

WHBAPES BB AERSBE
"2 ATE

AR FEBR BRI R P
WRARERZ R ARS8 &
2 EHERAATEME -

2019 REIRE BHEBRIZERARAR
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT

2N

REZD P BREMEE

For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

5.

SEGMENT REPORTING

The Group’s operating segments are determined
based on information reported to the chief operating
decision maker of the Group (the directors of the
Company who are also directors of all operating
subsidiaries) (the “CODM?”), for the purpose of
resource allocation and performance assessment.

The Group organises business units based on their
services and the CODM regularly review revenue and
results analysis of the Group by the reportable
operating segments below.

- trading of securities segment engages in the
purchase and sale of securities investments and
securities brokerage services;

- provision of finance segment engages in the
provision of financing services; and

- entertainment segment engages in computer
graphic imaging (“CGI”) business, entertainment
business and investment in film rights.

All assets are allocated to reportable segments with
the exception of the other corporate assets. All
liabilities are allocated to reportable segments other
than deferred tax liability and other corporate
liabilities.

Management monitors the results of the Group’s
operating segments separately for the purpose of
making decisions about resources allocation and
performance assessment. Segment performance is
evaluated based on reportable segment profit/(loss),
which is a measure of adjusted profit before tax. The
adjusted profit before tax is measured consistently
with the Group’s profit before tax except that bank
and other interest income (excluding interest income
from the provision of finance), finance costs as well
as head office and corporate expenses are excluded
from such measurement.

Inter-segment transactions are made with reference
to the prices used for services made to third parties
at the then prevailing market prices.

Interim Report 2019 IMAGI INTERNATIONAL HOLDINGS LIMITED

2 ER R
AEBNEED R IRIEAAREEE
LERRE(RNRBES RENRAA
LEMBARMNESR)[TELEERR
ED2BNERERE  UDEERNMF
GRS

AEEERFAMEHEL AETEE
ERREBRBIAT AT MELE D E D
WA ANEBWA R FE DT

- ESEENINEEEIEFERE

& AR RS

- REBESHBUEFTRHEBRER
%R

- IRED AR EERER([ERKE
G DER REXBEREZMIE

S o

PREEENEERARED S EHMD
REERIIN -FIBRESEZEARED
HoEEENREEREMEXBER
9‘\0

EEEHAKRERKENFNERED R
ETEE MMELARERD IHIRE
KRG D EBRRDIRIBEARTE
AR TR R T AT & A B AT 3RS 3 BRI,
(E18 ) AT A o A8 38 BE BR T Al i A1) B K
SEBRB AR —BE T A E - M
AETBRERITREMHNERA(TE
IR B E B A BN ) » B RS K 42
R HERFST

DHRR FSERERRITHERKT
=TT BRFEFTE MR BARE o



NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
AREFEZP T FH RS M

For the six months ended 30 June 2019
HE—ZT—hFA=+HLEA

SEGMENT REPORTING (continued) 5. oHHE#E)

Disaggregation of revenue from contracts with RKEBEPENRBARRHERE D2
customers by the timing of revenue recognition, as WASBERETAEESTSEREER
well as information regarding the Group’s reportable RERDERDBRETENBEBAE
segments as provided to the Group’s most senior E s D BRIEREFHS AT o

executive management for the purposes of resource
allocation and assessment of segment performance
is set out below.

Segment results, assets and liabilities PHEE EEREE
For the six months ended 30 June 2019 (unaudited) BE-ZE-hWEANA=Z+HLANEA
(REER)
Trading of
securities and
securities Provision
brokerage of finance Entertainment  Elimination Total
EERSR
BHEL RURE RE g @t
HK$°000 HK$’000 HK$°000 HK$°000 HK$°000
TEn TEn FEr TEn TErn

Disaggregated by timing O s 3
of revenue recognition

Point in time Sk 42,888 - - - 42,888
Over time RE—EREER - 598 158 - 756
Revenue from RENBERKA
external customers 42,888 598 158 - 43,644
Inter-segment revenue DERIA - - - - -
42,888 598 158 - 43,644
Segment results: DEEE (13,954) 388 (167) - (13,733)
Reconciliation: i
Other income and other loss il A R Efu &8 1,067
Depreciation k= (1,619)
Finance costs BB (1,552)
Unallocated head office FORBHERR
and corporate expenses TEEY (18,218)
Consolidated loss before tax BRHAIGEER (34,055)
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NOTES TO THE UNAUDITED INTERIM

FINANCIAL REPORT
AEFEXP U B R E M

For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

5. SEGMENT REPORTING (continued)
Segment results, assets and liabilities (continued)
As at 30 June 2019 (unaudited)

5. 2EWE )

DREE BEREEE)
RZB—-AFERA=1THCREER)

Trading of
securities and
securities Provision
brokerage of finance Entertainment  Elimination Total
EERSR
#ELL RetwE R g @t
HK$°000 HK$'000 HK$°000 HK$'000 HK$°000
TET TEr TEr TErn FEr
Segment assets NEEE 495,342 10,355 8,353 - 514,050
Unallocated head office RABEHERR
and corporate assets TEEE 134,598
Total consolidated assets GREEAE 648,648
Segment liabilties Bk =N (13,232) (29) (61) - (13,322)
Deferred tax liability EEREER (142)
Unallocated head office RABERERE R
and corporate liabilities PRBE (3,994)
Total consolidated liabilities GeBEAE (17,458)
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NOTES TO THE UNAUDITED INTERIM

5. SEGMENT REPORTING (continued)

FINANCIAL REPORT
BFx P B R e aE

For the six months ended 30 June 2019
HE-ZT-NFAAA=+HL~EAR

5. o#&EE)

Segment results, assets and liabilities (continued) DEPEE EEREBE(E)
For the six months ended 30 June 2018 (unaudited) HE-Z - \FAA=1+HILAEA
(RE&EEZ)
Trading of
securities and
securities Provision
brokerage of finance  Entertainment Elimination Total
EEES
REFEL Rt RE i ECh
HK$°000 HK$'000 HK$°000 HK$°000 HK$'000
FiEr THT T TAT T
Disaggregated by timing b O Ol
of revenue recognition
Point in time RS (15,609) - - - (15,609)
Over time RE-RRER - 1,940 93 - 2,033
Revenue from REMNPEPHEA
external customers (15,609) 1,940 93 - (13,576)
Inter-segment revenue DR - - - - -
(15,609) 1,940 93 - (13576)
Segment results: DL (51,789) 1,843 (263) - (50,209)
Reconciliation: %
Share of profit of a joint Eli-HagtEs
venture bl 3,521
Other income and other gain  Efili A R E Mz 8,232
Depreciation ik (414)
Finance costs BIBRAR (19)
Unallocated head office RARBHRERREERT
and corporate expenses (11,436)
Consolidated loss before tax  FFiAT4 A B8 (50,325)
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For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

5. SEGMENT REPORTING (continued) 5.

Segment results, assets and liabilities (continued)
As at 31 December 2018 (audited)

DEBERE (&)
ITHEE BEREBE(E)
RZZE-NE+_A=1+—B(KEZ)

Trading of
securities and
securities Provision
brokerage of finance  Entertainment Elimination Total
EEES
REHEL RAtRE RE i ECh
HK$°000 HK$°000 HK$°000 HK$°000 HK$'000
FiEr THT T TAT T
Segment assets NEHEE 587,120 16,560 4,198 - 607,878
Unallocated head office RABEHER R
and corporate assets TrEEE 108,155
Total consolidated assets GREERE 716,033
Segment liabilities HHaRE (47,817) (34) (671) - (48,522)
Deferred tax liability ERHEEE (142)
Unallocated head office RABEHERE R
and corporate liabilities t¥5E (2,327)
Total consolidated liabilities 44 EE#E (50,991)
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FINANCIAL REPORT
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For the six months ended 30 June 2019

REVENUE

6. W=

BHE-Z-NAFRA=THIXEAHA

Six months ended 30 June

BEAA=tTHILAEA

2019 2018
—E-hEF —T-N\F
HK$’000 HK$’000
FET T#ET
(unaudited) (unaudited)
(REEX) (REEZ)
Brokerage related commission &4 HBIHE REEBIRA
and clearing fee income 627 521
Dividend income from held- HIEEERE ZREWA
for-trading investments 14,541 65
Interest income on loans EURERRRBEEF ZHE
receivable and margin clients A 1,956 1,940
Royalty income BB A 158 93
17,282 2,619
Net realised gain/(losses) from  HESBAFEEEN LT
sales of listed equity TR E 2 EFR
investments classified as held- Yz, (&18) F58 (L)
for-trading (note) 26,362 (16,195)
43,644 (13,576)

Note: During the six months ended 30 June 2019, the Group

disposed of held-for-trading securities at cost of
HK$183,680,000 (2018: HK$266,360,000) at gross
proceeds of HK$210,474,000 (2018: HK$252,147,000),

incurring
HK$1,982,000).

trading fee of HK$432,000

(2018:

Bkt

BHE-_ZT-—NAFA=1+HILEAE
A A&EEHE KA 5183,680,000
B (= ZF — )\ : 266,360,000/5
TLMBEEEES IERERE
#210,474,000% ;o( = & — J\F ¢
252,147,000 7L ) BRERXR 5 E A
432,000/ 0 (=F—/\f : 1,982,000
FETT) e
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For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

7. OTHER INCOME

7. HakA

Six months ended 30 June
BEAA=1+RHILAEA

2019 2018
—E-hEF —E-N\F
HK$°000 HK$’000
FET FA&T
(unaudited) (unaudited)
(REEZR) (REEZ)

Interest income on convertible FEW AT AR 1R 2 I 2 A
notes receivable 863 863
Interest income on debt securities &5 2 | B U A 341 337
Others HAh - 60
1,204 1,260

8. OTHER (LOSS)/GAIN

8. Hf(EE) s

Six months ended 30 June
BEAA=1+RHILEAHEA

2019 2018
—E-hEF —E-)\F
HK$’000 HK$’000
FET FA&T
(unaudited) (unaudited)
(REEZX) (REHEZ)
Gain on disposal of a joint HE—EeErE I ME

venture - 7,098

Loss on disposal of property, HEYE - BRE K&E2EBE
plant and equipment - 9)
Net foreign exchange losses P& 3, )5 5 18 (137) (117)
(137) 6,972
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NOTES TO THE UNAUDITED INTERIM
_FINANCIAL REPORT
AEERT AR E M T

LOSS BEFORE TAX

Loss before tax has been arrived at after charging:

9.

For the six months ended 30 June 2019
HE-ZT-NFAA=+HIEREAR

BRBLAIE 1R
BBAEEE IR THEE

Six months ended 30 June
BEAB=1+RHILAEAR

2019 2018
—E—-hE —E-N\EF
HK$’000 HK$°000
FET FHET
(unaudited) (unaudited)
(REETER) (REEEZ)
(a) Finance costs (a) BIEHA
Interest on borrowings BERE 1,397 19
Interest on lease liabilities HEAENS 155 -
Total interest expense on WIFEBIBRIEATE
financial liabilities not at HIBR Y BT 15 B B /Y
fair value through profit FIEFZ B
or loss 1,552 19
(b) Other items (b) H#EAR
Directors’ emoluments ZEE[e
- Fees - 488 360
- Salaries and allowance — e MoERL 1,820 1,560
— Contribution to retirement — RIREFIFT I3k
benefit scheme 27 27
2,335 1,947
Other staff costs HAh B TAA
- Salaries and allowance — e MoEAL 7,877 6,510
— Contribution to retirement —RIREFIFTH S X
benefit scheme 195 186
8,072 6,696
Total staff costs 8 TRk A 4a%a 10,407 8,643
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For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

9. LOSS BEFORE TAX (continued)

9. KRBAIBE%E)

Six months ended 30 June
BEAA=1+RHILAHEA

2019 2018
—E-NEF —E-)N\F
HK$’000 HK$°000
FHET FET
(unaudited) (unaudited)
(REEZX) (REEHEZ)
(b) Other items (continued) (b) HAEER (£&)
Depreciation charge: HEER:
- owned property plant —BEMERE &K
and equipment B 395 414
- right-of-use assets —EREEE 1,224 -
Changes in fair value of DERFIEEENIT
financial assets classified BEZNTEER
as held-for-trading
- Net realised (gain)/ —HELEMBRAIREZ
losses from sales of B2 (k=)
listed equity BB
investments (26,362) 16,195
— Unrealised losses from — ETRAEERTF
changes in fair value of BE) s RERE
listed equity B
investments 55,608 25,181
29,246 41,376
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NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
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For the six months ended 30 June 2019
HE—ZT—hFA=+HLEA

INCOME TAX CREDIT 10. FiEHiESR
Income tax credit recognised in profit or loss: RIERERHTERE R -

Six months ended 30 June
BEAB=1+RHILAEAR

2019 2018
—E-hF —ZT-)N\F
HK$°000 HK$’000
FHET T#ET
(unaudited) (unaudited)
(REEER) (REEEZ)
Hong Kong Profits tax: EENBH
Current tax R HATH 18 - -
Deferred tax EERIE - (342)
- (342)
The Group is subject to income tax on an entity basis AEBEERERRELEBIIREKER
on profits arising on derived from the jurisdictions in BIHYE AT S A8 & PR AE RDERE [ 8908 81
which the members domiciled and operate. ATIES YT
No provision for Hong Kong Profits Tax had been HRHEAEETEEEB B BNER
made in the financial statements as the Group did Pomd - HitWEmRIEmEPELS
not have assessable profits arising in Hong Kong BRE RS -
during both periods.
Pursuant to rules and regulations of the Bermuda and BEAREMEBELHES([RBEX
British Virgin Island (“BVI”), the Group is not subject HE DR RER AEEHEATR

RENEBREZEFEBMNEAMER-

to any income tax in Bermuda and BVI.

DIVIDEND 11. KE
No dividend was paid or proposed during the period HE_Z-NFNA=-THILHARTE
ended 30 June 2019, nor has any dividend been KSR ERRE - B WS HRAKR
proposed since the end of the reporting period (2018: MERKEARE(ZZE—N\F: TH
HK$Nil). TT)e
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For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

12. LOSS PER SHARE 12. BREE

(a) Basic loss per share (a)
The calculation of the basic loss per share
attributable to owners of the Company is based
on the following data:

BREXEE
ARBHEBANEIEERERER
TERATEIEE

Six months ended 30 June
BEAA=1+RHIEAHEA

2019 2018
—E-NEF —E-N\F
HK$’000 HK$’000
FET FAET
(unaudited) (unaudited)
(REEZR) (REHEZ)
Loss B8
Loss for the purposes of basic ARt EGEARERE
loss per share &8 (34,055) (49,983)
Six months ended 30 June
BEAAB=1+RHILAMEA
2019 2018
—E-NEF —T-N\F
(unaudited) (unaudited)
(REEZX) (REHEZ)
Number of shares RGOEAR
Issued ordinary shares at R—A—BZBE#EITER
1 January and weighted BRERSNA=+BHZE
average number of ordinary B INAEFHE
shares at 30 June 691,921,572 689,421,572
(b) Diluted loss per share (b) BREEESE

For the six months ended 30 June 2019, the
diluted loss per share was the same as the
base loss per share, as there is no dilutive
potential ordinary share in issue during the
period.

For the six months ended 30 June 2018, the
diluted loss per share was the same as the
basic loss per share because the exercises of
the Company’s share option outstanding during
the period would have anti-dilutive effect.
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NOTES TO THE UNAUDITED INTERIM
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For the six months ended 30 June 2019

13. PROPERTY, PLANT AND EQUIPMENT

(a)

(b)

Right-of-use assets

As discussed in note 3, the Group has initially
applied HKFRS 16 using the modified
retrospective method and adjusted the opening
balances at 1 January 2019 to recognise right-
of-use assets relating to leases which were
previously classified as operating leases under
HKAS 17. Further details of the carrying value
of the Group’s right-of-use assets by class of
underlying assets are set out in note 3.

Acquisitions and disposal of owned assets
During the six months ended 30 June 2019,
the Group acquired items of property, plant and
machinery with a cost of HK$438,000 (2018:
HK$8,000). Items of property, plant and
equipment with carrying value of HK$Nil (2018:
HK$9,000) were disposed of during the six
months ended 30 June 2019 resulting in a loss
on disposal of HK$Nil (2018: HK$9,000).

BHE-Z-NAFRA=THIXEAHA

13. Y% BERRHE

(a)

(b)

EREEE
P 3T A AR AR EEE A
RIERI BN EERERET B
HEAFI6H LHABR_-F
—NEFE—A-BrE&EER A
BREFARBER LS ELE
17D B REERNNENEH
MEREEE AKBERESR
ERAREERMNEDNERAEE
i — F R B EIINHIFES ©

WEREEEEEE
HE_ZT—NFNA=1tHIER
BAR AEERBEDE  BE R
WIB B - AN £438,000/8 (=
T — N\F :8,0007T ) H=E—
T-NFARAA=Z+BHLEXEAR"
FEEASEL(ZZE—N\F:
9,000 7T) MM - R E k& E
BFHEE EALEBETAET
(=ZZ—)\4F : 9,000/87T)°
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For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

14. OTHER FINANCIAL ASSETS 14. HtBBEE
Other financial assets comprise: HEMIBEERSE !
30 June 31 December
2019 2018
—E-hF —T-NF
ANAB=+H +ZA=+—H
HK$7000 HK$'000
FET FA&T
(unaudited) (audited)
(REER) (&%)
Financial assets measured at fair & BE M2 EW AL A FET]
value through other FRErEmIBEE (B
comprehensive income
(recycling):
Debt securities listed in FRFT N _ET A ERE S
Singapore (note) (HaE) 6,933 6,562

Note: On 21 June 2017, the Group subscribed for senior
notes issued by China Evergrande Group at an
aggregated principal amount of US$1,000,000
(equivalent to HK$7,800,000). The senior notes carry
coupon rate of 8.75% per annum, payable semi-
annually in arrears and mature on 28 June 2025. The
senior notes are listed on the Singapore Exchange
Securities Trading Limited.
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NOTES TO THE UNAUDITED INTERIM

FINANCIAL REPORT
BFx P B R e aE

For the six months ended 30 June 2019
HE-ZT-NFAA=+HIEREAR

15. ACCOUNTS RECEIVABLE FE U BR TR

30 June 31 December
2019 2018
—ZE-hEF —T-NF
AA=+H +ZA=+—H
HK$’000 HK$’000
FHET FET
(unaudited) (audited)
(REEX) (& Z)

Accounts receivable arising from [ &4 40 ¥ 75 = A K FE U ER

securities brokerage business: E/ g

- Cash clients —HeRP 280 269
- Margin clients —REERP 27,610 4,501
27,890 4,770

Accounts receivable arising from & & & 5 E £ A EUER R
CGI business 159 158
28,049 4,928

The normal settlement terms of accounts receivable
from margin clients arising from securities brokerage
business are two days after the trade date. Accounts
receivable from cash clients of securities brokerage
business are repayable on demand subsequent to the
settlement date. The credit period for customers of
CGl business is generally 30 days.

REFBCEBEENERRESERP
MR EREETHRAR S A HREW
H-BUEFBREBREETF 2EX
ANEEBHRIZERER - BRER
EFPMEEH—KR30A -
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For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

15.

ACCOUNTS RECEIVABLE (continued) 15. FEWERR (&)
An aged analysis of the accounts receivable as at RBEHRNERERERIZRZ S BHE S
the end of the reporting period, based on the trade FEREE D ATAA T -
date, is as follows:
30 June 31 December
2019 2018
—E-hEF —E—)N\F
AA=tH +ZA=+—H
HK$’000 HK$’000
FET FA&T
(unaudited) (audited)
(REEX) (f& &%)
Within 90 days 90H W 28,049 4,928
As at 30 June 2019, except for the carrying amount of RZZE-NFARAA=TH BRRI|FESER

margin clients of HK$27,610,000 (31 December 2018:
HK$4,501,000), which were secured by underlying equity
securities amounted to approximately HK$201,030,000
(81 December 2018: approximately HK$69,463,000), the
Group did not hold any collateral or other credit
enhancements over these balances. The collateral held
can be repledged and can be sold at the Group
discretion to settle any outstanding amount owed by
margin clients.
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NOTES TO THE UNAUDITED INTERIM
_FINANCIAL REPORT
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For the six months ended 30 June 2019
HE-ZT-NFAA=+HIEREAR

16. LOANS RECEIVABLE 16. FEWER
30 June 31 December
2019 2018
—E-NF —E-)N\F
ARA=+H +ZA=1T—H
HK$’000 HK$’000
FET FET
(unaudited) (audited)
(REEX) (REZ)
Loans receivable FEWE R 10,311 16,516

Loans receivable represented receivables arising from
the provision of finance business of the Group, and
bears interest at rates ranging from 7% to 8% (31
December 2018: 6% to 10%) per annum. The Group
did not hold any collateral or other credit enhancements
over this balance.

Maturity profile

As at the end of the reporting period, the maturity
profile of loans receivable, based on maturity date,
is as follows:

JEWERIEAEERUEBEEEES
ZEWRIE BB FT%E8%(—ZT— )\
F+ZA=+—8 : 6%ZE10%) 2 FI=E
TR AEEW B ZABRIFTE A

Hian sl B A0 (5 B SR Fa it

FBBER

REEHR BRKREFZIHASSEH

FEBERWT

30 June 31 December

2019 2018

“E-hE —E-N\E

~NA=TH +ZA=+—H

HK$°000 HK$’000

FET FET

(unaudited) (audited)

(REBER) (&%)

Due within 1 month or on demand — (A AR R ERE 64 16,516
Due after 1 month but within 3 months ~ —1 51418 =1f A %] 240 -
Due after 3 months but within 6 months  ={& A28 7518 A W24 538 -
Due after 6 months but within 12 months <18 A& 1B+ =18 A R %I & 9,469 -
10,311 16,516

There has been no loans receivable were past due.
The expected credit losses allowance of loans
receivable is insignificant for the Group.

3 fm e FE M B AR E I o PR A

N

BHEEERREHASEMT L AE
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For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

17.

18.

HELD-FOR-TRADING INVESTMENTS 17. BEEERE
Held-for-trading investments represent equity HEEEREREEBLMRAES M
securities listed in Hong Kong. All listed equity EEBLEMBEATFBEB T2
securities in Hong Kong are pledged to financial B RFRGEHRESREEEER.
institutions to secure margin financing facilities
obtained.
CONVERTIBLE NOTES RECEIVABLE 18. BWRATHBRERRERE
30 June 31 December
2019 2018
—E-hF —E-N\F
ANA=tH +=ZA=+—H
HK$°000 HK$’000
FET T#ET
(unaudited) (audited)
(REER) (EZ)
Convertible notes receivable JE W AT HR IR TR AR 18,864 18,864

The convertible notes receivable represented the fair
value of an investment in convertible note issued by
China Agri-Products Exchange Limited.

For the period ended 30 June 2019, the fair value
gain of the convertible notes receivable amounting to
approximately HK$Nil (2018: HKS$Nil) is recognised
with references to the valuation carried out by an
independent qualified professional valuer.
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19.

20.

NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
SEXP MRS M

For the six months ended 30 June 2019
@:Kt = ﬂi/\ﬂ +EUJ:/\{.H

BANK BALANCES - TRUST ACCOUNTS  19. #R{T#8— F*%EE)E
The Group receives and holds monies deposited by REETKEBHFCREBIAEEH
clients and other institutions in the course of the MBI WER 158 B P & B R 17
conduct of the regulated activities of its securities BHRIB - ZERPRRIER —Ezk % @
brokerage business. These client’s monies are 1 FIRITERPEER - ZIS’EIEWJEEEM
maintained in one or more trust bank accounts. The EMEEP REMBEETRRR A
Group has recognised the corresponding accounts ﬁﬁ AEBEBRKTEEZFENS Iéiﬁﬁi
payable to its respective clients and other institutions. EFRIR SR ENBITE
However, the Group currently does not have an
enforceable right to offset these payables with the
deposits placed.
ACCOUNTS PAYABLE 20. EEMERR
30 June 31 December
2019 2018
—E-hF =—\F
ANA=tHR +ZHA=1+—H
HK$°000 HK$’000
FET FA&T
(unaudited) (audited)
(REEFEX) (B&EZ)
Accounts payable arising from — E@EHFELEBEEEN
securities brokerage business:  BRF :
- cash clients and clearing -ReEFPREEFR
house 10,559 4,444
The settlement terms of accounts payable to cash ENREEFP REEMRAMNE

clients and clearing house are two days after trade
date. Accounts payable to cash clients are repayable
on demand subsequent to settlement date. No ageing
analysis is disclosed as in the opinion of the directors
of the Company, the ageing analysis does not give
additional value in view of the nature of this business.

RRXZHEEMA - J?EHEE%%)EZ

RRANGEEIHRREKEE - BN

ARRIBEERR ERZEBNMNE - &

DM BEINEER WU BRI
L\/'\Tﬁ
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For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

21. BORROWINGS 21. &8
As at 31 December 2018, the balance represents RZE-—NEFE+_A=+—H"#
margin payables of approximately HK$43,268,000 BRIERNTRESCHREBNRESLN
from financial institutions bore interests at 12% per 43,268,000/ 7T’ I EFF12% 2 I &5t
annum and were repayable on demand. The Group’s B WAREREE - AEEQTEERE
held-for-trading investments with an aggregate fair #47540,976,0008 THHIEFEEKRED
value of approximately HK$540,976,000 are pledged ERTZEREE FREBARE
to that financial institutions to secure the utilised TREEREM -
margin facilities.
22. DEFERRED TAX LIABILITY 22. EEBHEAR
The component of deferred tax liability recognised in ARG E TR R P BERAELTH
the consolidated statement of financial position and HEBEKE Y REBIT -
movement during the period are as follow:
Temporary differences
related to fair
value adjustment on
intangible asset -
trading right
HELEENAFERAR
BERENEREE-R3%
HK$’000
FET
At 1 January 2018 (audited) RZE-N\F—HA—H (8FZ) 484
Credit to profit or loss FFAEE (342)
At 31 December 2018 (audited), R=F-NF+=A=+—H
1 January 2019 and 30 June 2019 (RE®R) - —ZE—NhF—H—H
(unaudited) E=F—-hEFXA=+H
(REER) 142
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For the six months ended 30 June 2019
HE-ZT-NFAAA=+HL~EAR

23. SHARE CAPITAL 23. BAR
Nominal Number Share
value of shares capital
H{E RoEE [
HK$ ‘000 HK$’000
BT FHE FET
Authorised: EIE -
At 1 January 2018, RZZE-—NF—H—QH "
31 December 2018, —E-NF+=A
1 January 2019 and =t+—H8 -ZZ2—h#F
30 June 2019 —A—BRZ=ZZE—hF
NA=ZTH 0.040 25,000,000 1,000,000
Issued and fully paid: ERTRER
At 1 January 2018 R-E—N\F—H—H 0.040 689,422 27,577
Exercise of share options  1T{F &I 0.040 2,500 100
At 31 December 2018, RZE-—NE+ZH
1 January 2019 and =+—H ZZE-h#F
30 June 2019 —B—BR=-ZE—h#F
AB=+H 691,922 27,677
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For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

24. COMMITMENTS 24, EiE
(a) Operating lease commitments (a) #EEHERIE
The Group as lessee AEBEREEA
As at 31 December 2018, the total future RZZE-N\F+A=+—8"
minimum lease payments under non-cancellable BB AAI RIS EMRL - EBAR
operating leases were payable as follows: RExEBESEEWT -
31 December
2018
—T-NF
+=—A=+—H
HK$’000
T#ET
(audited)
(&%)
Within one year —FER 2,756
After one year but within five years —EREREERN 4,014
6,770

The Group is the lessee in respect of three
office premises under leases which were
previously classified as operating leases under
HKAS 17. The Group has initially applied HKFRS
16 using the modified retrospective approach.
Under this approach, the Group adjusted the
opening balances at 1 January 2019 to
recognise lease liabilities relating to these
leases (see note 3). From 1 January 2019
onwards, future lease payments are recognised
as lease liabilities in the consolidated statement
of financial position in accordance with the
policies set out in note 3.
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NOTES TO THE UNAUDITED INTERIM
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For the six months ended 30 June 2019
HE—ZT—hFA=+HLEA

COMMITMENTS (continued) 24, FEEE)
(b) Commitments (b) A&iIE
30 June 31 December
2019 2018
—E-NF =—\fF
~NAE=1+H +ZA=+—H
HK$’000 HK$’000
FET FET
(unaudited) (audited)
(REEZ) (&%)
Commitments in respect of the D ETAERALEA IS
investment for film rights WERPIELRENS
contracted for but not provided FR#i% & & & i Ay
in the consolidated financial 5
statements 14,100 16,500
SHARE-BASED PAYMENT 25. LBRBNRRZ

TRANSACTIONS

On 16 August 2002, the Company adopted a share
option scheme for the primary purpose of providing
incentives to employees, executives or officers,
directors of the Company or any of its subsidiaries
and any business consultants, agents, legal or
financial advisers or any supplier or provider of goods
and services of the Company or any of its subsidiaries
for their contribution to the Group (the “2002
Scheme”).

The 2002 Scheme was terminated on 11 June 2012
and a new share option scheme (the “2012 Scheme”)
was adopted by the shareholder of the Company on
the same date.

During the periods ended 30 June 2019 and 2018,
no share option was granted to eligible persons under
2012 Scheme.

As at 30 June 2019 and 31 December 2018, there
was no outstanding and exercisable share options
granted to directors and employees of the Company
under 2012 Scheme.

RZZFZEZFNRTRE ARAHERMR
—IEBRERT S TEEMNERRBY
AEEELBR 2 AR B SE R E
NEIZEE TTRABXSAME E=F
K AR A B AT B 2 B 2 (T 7%
B R RS BEE S E R MR
Bz EAftErn( T _F5t81)-

SEEoEHER SR SERAT -
B8 AR RRERA B R — B
SRR 8 ([ —T——atal)).

RE-F-NER-B—\FRA=T
AR AR R = =
SEETAERAL:

RZZE-—NFAA=Z+HEERZZT—N\F
TZRA=1t—HB HERE_T—_F
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FINANCIAL REPORT
AEFEXP U B R E M

For the six months ended 30 June 2019
HE-ZT—hFA=+HL @A

26. RELATED PARTY TRANSACTIONS 26.

Compensation of key management personnel
The remuneration of directors and other members of
key management during the period was as follows:

EHREALRS

TEEE A S HH

HA EEREGISERAECME
mF -

Six months ended 30 June
BEAA=1+RHIEAEA

2019 2018

—E-hEF —ZT—NF

HK$’000 HK$’000

FET FET

(unaudited) (unaudited)

(REEZ) (REEZEZ)

Salaries and other benefits e hEMEN 3,558 2,820
Contributions to pension RARBFHEIMER

schemes 56 54

3,614 2,874

27. ACQUISITION OF A SUBSIDIARY 27. WE—EHEAFE

During the six months ended 30 June 2018, the Group
acquired the entire interest in Longtop Enterprises
Limited (“Longtop”) at a consideration of HK$50,000
from an independent third party. Longtop is a licensed
money lender and authorised to engage in money
lending activity. The acquisition was completed on
22 March 2018.

74 Interim Report 2019 IMAGI INTERNATIONAL HOLDINGS LIMITED

HE-_ZT—-N\FEXAZTHLEAEA"
A B A {E50,00078 LA — BB F
ZHEBRFCEARARTRRDH
eHER REAFEMEARERE
EITHREES - WER=_Z—\F=A
—t+=HAmEMK-



28.

29.

30.

NOTES TO THE UNAUDITED INTERIM
FINANCIAL REPORT
AREFEZP T FH RS M

For the six months ended 30 June 2019
HE—ZT—hFA=+HLEA

DISPOSAL OF INTEREST IN A JOINT 28. HER-—HBEELEIHER
VENTURE

On 2 February 2018, the Group entered into a sale RZZE-NF_AZH AKEHEHES
and purchase agreement with its joint venture partner BRI HEEHE UNReRE
to dispose its whole interest in Imagination Holding 150,000,000/ 7T i} & MImagination
Limited and its subsidiaries (the “Joint Venture”) at a Holding Limited® E W B 2 5([ %Z &
cash consideration of HK$150,000,000, after which EhEDNDPER ZARZEED
date the Joint Venture was held for disposal. The ENBELE LEZEEERET
disposal of Joint Venture was completed on 23 April —N\NFEUNA-+=ZH=K HEKES
2018 and a gain on disposal of HK$7,098,000. 7,098,000/ 7T, ©

EVENT AFTER THE REPORTING PERIOD 29. 3R&EHIEEE

On 24 July 2019, the Group entered a sale and purchase RZE-NFLtAZ+MA X&
agreement with an independent third party (the “Vendor”) BB E=FUTEFZDII—H
to acquire the entire issued capital of the Les B & AL ELes Ambassadeurs
Ambassadeurs Club Limited (the “Target Company”) and Club Limited([ B 2 2 A J) 89 2 F
the sale loan representing the aggregate amount owed EBRTRARFEER(EE R TK
by the Target Company to the Vendor as at the HEERAQRBXREFWNMERIE)
completion date, at a consideration of £122,000,000 £ {8 A122,000,000% $2( 48 & R &
(equivalent to approximately HK$1,206.1 million) (subject 1,206,100,000/% 7T )( A] F # & )
to adjustment). The principal activity of the Target ERAAMEZERARK Sles
Company is the operation of Les Ambassadeurs Club, Ambassadeurs Club - H & —Ef7 A%
which is a private members club located in London, Bl WAL A S EELEE RESmE
United Kingdom that provides access to a high-end HIARRERITEHZE RS - N AHE
casino as well as luxury travel and concierge services. HE - 2R 5 M BREAE R HARTEA °
The transaction is subject to the shareholders’ approval

and not yet complete as at the date of this report.

COMPARATIVE FIGURES 30. hHEEF

The Group has initially applied HKFRS 16 at 1 January
2019. Under the transition methods chosen,
comparative information is not restated. Further
details of the changes in accounting policies are
disclosed in note 3.

AEFEER T NF-A—HERXE
REEP B RELERNF165 - RIFETE
WL REFILLEREH - St BREH
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For the six months ended 30 June 2019
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31.

POSSIBLE IMPACT OF AMENDMENTS
ISSUED BUT NOT YET EFFECTIVE FOR
THE SIX MONTHS ENDED 30 JUNE 2019
Up to the date of issue of these interim financial
statements, the HKICPA has issued a number of
amendments which are not yet effective for the six
months ended 30 June 2019 and which have not
been adopted in these interim financial statements.
These include the following which may be relevant
to the Group.

Amendments to HKAS 1 and HKAS 8,
Definition of material

EAGHENF 1R RBEBGT LR85
CHEPN:hE =

Amendments to HKFRS 3 “Business”

BB HREEBNFEIFIEET [ 55

* Effective for business combinations and asset
acquisitions for which the acquisition date is on or
after the beginning of the first annual period beginning
on or after 1 January 2020.

The Group is in the process of making an assessment
of what the impact of these developments is expected
to be in the period of initial application. So far it has
concluded that the adoption of them is unlikely to
have a significant impact on the interim financial
statements for the six months ended 30 June 2019.
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A B SRR PR AMEE - Hh
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Effective for accounting periods
beginning on or after
FRATS B #3sk 2 12 B an B0 & 5T BRFE A2
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