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CHAIRMAN'S
STATEMENT




Dear shareholders,

On behalf of the board (the “Board”) of directors (the
“Director(s)”) of Orient Victory Travel Group Company Limited
(the “Company”, together with its subsidiaries the “Group”), I
am pleased to present the annual report (the “Annual Report”)
of the Company for the year ended 31 December 2018 (the
“Year”).

SUMMARY OF RESULTS

The Group will continue to explore the opportunities to expand
its diversified tourism products and services in order to add

momentum to the growth of the Group.

During the Year, the Group continued to allocate resources
and effort in promoting and marketing its diversified tourism
products and services. For the benefit of the shareholders,
the Group expanded its scope of services through broadening
customer groups and types of services provided. The
development of the high profitable products, such as MICE
(Meetings, Incentives, Conferences and Exhibitions), is one of
the successful achievements. This development enriches our
customer base at the corporate level. We also work with certain
global travel related solutions providers and gain remarkable
market share in this area. Through the mutual corporation
with our global travel management partners, certain global

management practices have been introduced to the Hong Kong

market which improved our services and methods significantly.

had acquired the entire interest in

3] ¢ B =

With reference to the results of certain studies and researches,
the Board recognised that the potentiality and profitability
in the development and operation of tourism attractions and
culture spots, visitor accommodation and properties for sales
are remarkable. The Group has been eager to expand its

involvement in the integrated development business.

During the Year, the Group had acquired (a) 40% interest in
Zhangjiakou Dakun Zhifang Real Estate Development Co.,
Limited" (3R 2¢ H K3 B J5 55 38 78 B 3 A B 2 §]) (“Dakun
Zhifang”); and (b) 55% interest in Hebei Tu Men Travel
Development Limited” (¥ 4t 4= [ il 4 BH B A IR A A]) (“Tu
Men Travel”) and 75% interest in Hebei Yidao Town Real
Estate Development Limited” (AL ERE /N E PSR
A %]) (“Yidao Town Real Estate”), all of which are engaged
in the provision of operating and management of tourism
attractions, culture spots and development of tourism property.
Besides, the Group also entered into a sale and purchase
agreement regarding the acquisition of 40% interest in Great
Ascent Limited (“Great Ascent”) and 40% interest in Jiangsu
Yiersan Real Estate Development Co., Limited” (7L #f — —
=5 b B B B A 7)) (“Yiersan”). Great Ascent (through
its subsidiary) is principally engaged in providing exclusive
travel services in the Hongshan Sports Park” (4L 1l #% & )
development project while Yiersan is principally engaged in real
estate development and management, property services, real
estate agencies, construction consulting services and sales of
building materials. Upon completion of the acquisitions of Great
Ascent and Yiersan, the integrated development :
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In the long run, the Group intends to have its own tourism
facilities spots to cater for its potential needs from its customers
for accommodation, and explore further business opportunities
to yield a higher return to the shareholders, by investing in
property development for providing accommodation, such as
self-services apartments and residential apartments around
tourism attractions. These self-services apartments mainly focus
on travelers with superior accommodation quality and comfort
with housekeeping and laundry services while residential units
mainly focus on intended purchasers who tend to live around

scenic spots.

Apart from the diversified tourism products and services
business and the integrated development business, the Group
also operates the licensed corporations which carry on Type
4 (Advising on Securities), Type 6 (Advising on Corporate
Finance) and Type 9 (Asset Management) regulated activities
under the Securities Future Ordinances (Chapter 571 of the
Laws of Hong Kong). The on-going Sino-US Trade War brings
deteriorate effect to the global economy. Although the Group
has put effort to optimize the services to the existing customer
and broaden the customer segment, the performance of the
financial services business did not meet the expectation. The
Board will monitor the market situation with caution and alter

the business strategy along with the market conditions.

ORIENT VICTORY TRAVEL GROUP COMPANY LIMITED | ANNUAL REPORT 2018

In September 2018, the Group completed the disposal of trading
and retail business in jewellery (the “Jewellery Business”).
Despite the Group had tried various ways to improve their
performance in previous years, the effects were not significant.
In view of the benefit of the Group and its shareholders as a
whole, the Group ceased the Jewellery Business such that the
Group could improve the resources allocation to other segments

of the Group.

Looking forward, there will be still challenges ahead. The Group
is exploring other potential opportunities incidental to the
travel industry, including but not limited to the acquisition of
land and construction of tourism facilities spots. The potential
investments, if materialized, are expected to enable the Group
to expand its travel-related business vertically as well as generate
synergy effects on the existing businesses of the Group. The
Group will continue to take prudent and cautious steps in
business development and seek for the interests of the Group

and shareholders at a whole.




BUSINESS OUTLOOK

In the future, the “Travel +” (Travel + Integrated Development
+ Finance) will be the main revenue driver of the Group, and
therefore the Company will make vigorous effort to develop
“Travel +” business, with the focus on investment in travel-
related resources, increasing its market share in the tourism
market and integrated development industries and enhancing
its influence in the financial services business, aiming to turn the

Group into a comprehensive service provider.

APPRECIATION

On behalf of the Board, I wish to express my sincere gratitude
to the shareholders and business partners of the Company for
their continuous support as well as to the Board, management
and all our staff members for their diligence, devotions and

contributions.

Shi Baodong

Chairman

Hong Kong, 29 March 2019
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

Diversified Tourism Products and Services

Business

Diversified tourism products and services business is still the
main stream of the Group’s revenue. In 2018, despite facing
all challenges from slowing down economic growth, decline in
demand of high cabin corporate travel and intense competition
from on-line travel agencies, the Group kept on making
progress in diversified tourism products and services business
with a slightly increase in turnover of approximately 5.10%
from approximately HK$236.29 million for the year ended 31
December 2017 to approximately HK$248.34 million for the
Year. The loss of the diversified tourism products and services
business increased from approximately HK$2.14 million for
the year ended 31 December 2017 to approximately HK$5.29
million for the Year. The increase in loss was mainly due to the
acquisition of a subsidiary, Dongsheng Beijing, which engage in
the provision of the travel-related services in the PRC during the
Year. As this subsidiary is in the initial development stage, there
was an operating loss for the Year. This led to the negative effect
on the results of the diversified tourism products and services

business.
The competition in diversified tourism products and services

business was still keen and the prices of the air-tickets and other

services were facing pressure. The stability in turnover is mainly

ORIENT VICTORY TRAVEL GROUP COMPANY LIMITED | ANNUAL REPORT 2018

Night view in
Tu Men Yidao Town Real Estate

due to the experienced sales and marketing staff who capture of
many new customers who are not only the individual but also the
corporate clients, in relation to certain high profitable tourism
products, including MICE (Meeting, Incentives, Conferences
and Exhibitions) services, cruise services and hotel booking

services.

In order to promote diversified tourism products and services
business, the Group has worked with various global business
partners to establish the travel management solutions which
will provide effective and efficient scheme tailor-made to the
needs of our corporate clients. In addition, the Group has also
sponsored our staff to attend tourism-related courses operated
by well-known institutes in order to enhance their knowledge,
service quality and service standards tourism and travel-related

business.

Integrated Development Business

The Group started to operate the integrated development
business since the completion of the acquisition of a piece of
land in New Zealand since 2017. The Group planned to develop
this piece of land in certain phases and the first phase is self-
serviced units and residential units. During the Year, the Group
expanded its market shares by completing the acquisition of
certain companies in the PRC, namely Dakun Zhifang, Tu Men
Travel and Yidao Town Real Estate, which principally engage in

the operation and management of tourist attractions and culture



spots in the PRC. As the integrated development project in New
Zealand is under progress and the acquisition of companies in
the PRC, Tu Men Travel and Yidao Town Real Estate, was only
completed in the second half of the Year, there was no revenue
recorded for the Year. The loss of integrated development
business was slightly decreased from approximately HK$0.08
million for the year ended 31 December 2017 to approximately
HK$0.06 million for the Year.

Given (i) the first phase of New Zealand project is expected to
be completed in the second half of 2019; and (ii) the acquisition
of the tourist spots and culture spots in the PRC namely the
acquisitions of Dakun Zhifang, Tu Men Travel and Yidao Town
Real Estate having been completed, the Board believes that
additional revenue would be brought to the Group for the year
ending 31 December 2019 and the operating performance will

be improved accordingly.

Financial Services Business

The Group owns the licensed corporations which carry on
Type 4 (Advising on Securities), Type 6 (Advising on Corporate
Finance) and Type 9 (Asset Management) regulated activities
under the Securities Future Ordinances (Chapter 571 of the
Laws of Hong Kong). In 2018, the uncertainty due to the
on-going Sino-US Trade War has brought negative effect
to the global capital market. The turnover of the financial
services business suffered from a deteriorate impact. The
turnover of financial services business decreased significantly
from approximately HK$1.74 million for the year ended 31
December 2017 to approximately HK$0.33 million for the
Year, representing a decrease of approximately §1.03%. The
loss of financial services business was narrowed from the
loss of approximately HK$2.80 million for the year ended 31
December 2017 to the profit of approximately HK$0.49 million
for the Year. The decrease in loss was mainly due to the disposal
of a subsidiary named MAAM Limited at gain and reduction in

administration expenses during the Year.

As the capital market is characterized by turbulence and
intranquility, in order to get survival in the industry, the Group
has put effort to resharp the financial platform and services to

our ultra high net worth individual and institutional clients. The

MANAGEMENT DISCUSSION AND ANALYSIS

Group expects the effect in the financial and equity market
from the on-going Sino-US Trade War will be minimized its
importance gradually. The Board will keep caution on the
market situation and alter the business strategy along with the

market conditions.

Investment Holding Business

Investment holdings business of the Group mainly represents
the interests in associates of the Group. One of our associates
engages in the provision of tourism-related and ticket-sales-
related services and provision of brand name used by the
franchisees in the PRC. As the economy growth in the PRC was
not as rapid as few years ago and the demand of tourism in local
and in overseas has been slowing down gradually. Despite this
associate adopts cost control policies strictly, it still suffered from
loss for the Year, which were mainly due to the losses on disposal
of a subsidiary and an associate recorded by this associate.
As a result, the share of losses of associates were recorded a
significant increase of approximately 28.03% from approximately
HK$13.52 million for the year ended 31 December 2017 to
approximately HK$17.31 million for the Year.

Jewellery Business

The Group ceased to engage in the Jewellery Business since
September 2018. The Jewellery Business was not a core business
of the Group and the Board did not expect that this business
will be the meaningful driver of or contributor to the operating
results of the Group with reference to its performance in

previous years.

The turnover of Jewellery Business was slightly increased
from approximately HK$26.54 million for the year ended 31
December 2017 to approximately HK$26.98 million for the Year,
representing an increase of approximately 1.66%. The loss of
Jewellery Business was improved from the loss of approximately
HK$3.13 million for the year ended 31 December 2017 to
the profit of approximately HK$2.10 million for the Year. The
decrease in loss was mainly due to the gain on disposal of
Jewellery Business of approximately HK$2.85 million and eight
months results was recorded in the Year while twelve months

results was recorded for the year ended 31 December 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL ANALYSIS
a. Operating Performance
Continuing operations

The continuing operations of the Group are the provision of diversified tourism products and services, the provision of

integrated development business, the provision of financial services and investment holding business.

Turnover

Revenue was approximately HK$248.67 million for the Year while it was approximately HK$238.03 million (restated) for the

year ended 31 December 2017, representing an increase of approximately 4.47%.

2018 2017
HK$’000 % HK$ 000 %
Diversified tourism products and services 248,342 99.87 236,289 99.27
Financial services 330 0.13 1,741 0.73
Total 248,672 100.00 238,030 100.00

The turnover of the Group increased slightly as compared with 2017. The increase in the Group’s turnover was primarily

contributed from the increase in turnover from the diversified tourism products and services segment.

The turnover generated from the diversified tourism products and services segment represented approximately 99.87% of total
turnover of the Group in the Year, while it represented approximately 99.27% of total turnover of the Group in 2017. Under
the diversified tourism products and services segment, the turnover was increased by approximately 5.10%, which amounted
from approximately HK$236.29 million in 2017 to approximately HK$248.34 million in the Year. It was mainly attributed to
the newly acquired subsidiary, Dongsheng Beijing, in the PRC which engages in the provision of travel-related services in the

Year.

The turnover generated from the financial services segment represented approximately 0.13% of total turnover of the Group
in the Year, while it represented approximately 0.73% of total turnover of the Group in 2017. The turnover was decreased by
approximately 8§1.03%, which amounted from approximately HK$1.74 million in 2017 to approximately HK$0.33 million in
the Year. The decrease in turnover is mainly due to the facts that the uncertainty of the on-going Sino-US Trade War which has

brought the negative effect to the global capital market.

Gross profit

The gross profit margin (excluding the financial service income) was approximately 7.16% for the Year as compared with
approximately 7.18% for the year ended 31 December 2017. The decrease in gross profit margin was mainly attributed to the
increase in cost of sales in diversified tourism products and services business such as costs of tickets, but the increase in cost of

sales cannot be shifted to customers.
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Loss for the year

A loss from continuing operations of approximately
HK$59.99 million was recorded for the Year as
compared with a loss of approximately HK$52.90 million
for the year ended 31 December 2017, representing an
increase of approximately 13.40%. The increase in loss

were primarily attributable to:

i. the increase in the share of losses of associates
of the Group by approximately HK$3.79 million
from approximately HK$13.52 million for the
year ended 31 December 2017 to approximately
HK$17.31 million for the Year due to the losses
on disposal of a subsidiary and an associate in
aggregate of approximately HK$13.64 million

recorded by an associate;

ii. the increase in finance costs by approximately
HK$4.72 million from net exchange gain of
approximately HK$2.55 million for the year
ended 31 December 2017 to net exchange loss
of approximately HK$2.17 million arising from
RMB saving deposits for the Year due to the
depreciation of RMB during the Year;

iii. the increase in other income by approximately
HK$1.03 million from approximately HK$4.37
million for the year ended 31 December 2017
to approximately HK$5.40 million for the Year
mainly due to the interest income from a loan
due from an associate calculated at an effective

interest rate; and

iv. the increase in gain on disposal of a subsidiary
from HK$Nil for the year ended 31 December
2017 to approximately HK$0.49 million for
the Year due to the disposal of an inactive
company incorporated in the Cayman Islands
at a cash consideration of US$1 (equivalent to

approximately HK$8) during the Year.

MANAGEMENT DISCUSSION AND ANALYSIS

Facilities in Hongshan Sports Park

Geographical information

The principal source of turnover from continuing
operations of the Group was derived from the diversified
tourism products and services segment and the turnover
of this segment which accounted for approximately
98.67% (2017: approximately 100%) of the Group’s total

turnover were generated from Hong Kong for the Year.

Discontinued operation

The discontinued operation of the Group was the

Jewellery Business.

The turnover generated from the Jewellery Business
was increased by approximately 1.66%, which amounted
from approximately HK$26.54 million for the year
ended 31 December 2017 to approximately HK$26.98
million in the Year. The increase in turnover is mainly
due to the facts that the negative effect of the blocked
fences along the road in front of the flagship store in

Nanjing has been removed gradually.
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MANAGEMENT DISCUSSION AND ANALYSIS

b.

The gross profit margin of the trading and retail of
jewellery segment was approximately 22.18% for the
Year as compared with approximately 23.06% for the
year ended 31 December 2017. The decrease in gross
profit margin was mainly due to the increase in cost of
jewellery and other direct costs, but the increase in cost

of sales cannot be shifted to customers.

The profit of the Jewellery Business for the Year was
approximately HK$2.10 million as compared with a
loss of approximately HK$3.13 million for the year
ended 31 December 2017, representing an increase of
approximately 167.09%. The increase in profits were
attributable to the gain on disposal of the Jewellery
Business of approximately HK$2.85 million and the
decrease in operating loss by approximately HK$2.15

million for the Year.

Asset Quality

On 31 December 2018, the assets of the Group
mainly included cash and cash equivalents, restricted
bank deposits, trade receivables, prepayments,
deposits and other receivables, inventories, interests
in associates, other financial assets, intangible assets,
lease prepayments and property, plant and equipment.
The aggregated amount of cash and cash equivalents
and restricted bank deposits were approximately
HK$200.67 million (2017: approximately HK$401.14
million), of which approximately HK$34.41 million
(2017: approximately HK$49.85 million), approximately
HK$0.73 million (2017: approximately HK$20.81
million) and approximately HK$0.95 million (2017:
approximately HK$8.95 million) were denominated in
Renminbi (“RMB”), New Zealand dollars (“NZD”) and
the United States dollars (“USD”), respectively.
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On 31 December 2018, the amount of trade receivables
of approximately HK$25.58 million (2017: approximately
HK$28.16 million) were mainly due from the customers
of a subsidiary of the Company, named Four Seas
Tours Limited, which is one of the mostly well-known
and large travel related enterprises in Hong Kong.
The amount of its trade receivables with age below
90 days was approximately HK$23.06 million (2017:
approximately HK$25.77 million), which represented
approximately 90.16% (2017: approximately 91.51%) of
total trade receivables on 31 December 2018.

On 31 December 2018, the amount of prepayments,
deposits and other receivables were approximately
HK$81.68 million (2017: approximately HK$15.25
million), which mainly represented the loans to
associates of approximately HK$62.90 million (2017:
HKS$Nil), prepayments on a carnival tourism project of
approximately HK$6.76 million (2017: HK$Nil) and
prepayments on an acquisition cost of approximately
HK$4.63 million (2017: approximately HK$11.68

million).

On 31 December 2018, the amount of inventories was
approximately HK$69.99 million (2017: approximately
HK$63.79 million), which mainly represented a piece of
land in New Zealand of approximately HK$59.65 million
(2017: approximately HK$50.47 million).

On 31 December 2018, interests in associates
amounted to approximately HK$391.25 million (2017:
approximately HK$399.27 million), which was mainly
attributable to the intangible assets, including trademark
and distribution network, owned by an associate. The
decrease in the interests in associates were due to the
losses on disposal of a subsidiary and an associate in
aggregate of approximately HK$13.64 million recorded

by an associate during the Year.



On 31 December 2018, other financial assets was
approximately HK$71.06 million (2017: HK$Nil), which
representing a loan to an associate, Dakun Zhifang, with
principle amount of approximately RMB71.10 million
(equivalent to approximately HK$80.95 million) which
is unsecured, non-interest-bearing and repayable on 21
October 2021.

On 31 December 2018, intangible assets was
approximately HK$18.13 million (2017: approximately
HK$16.39 million). Intangible assets includes securities
licence, travel licence and software. The increased in
intangible assets which mainly represented the travel
licence of approximately HK$1.77 million acquired
through the acquisition of a subsidiary, Dongsheng
Beijing, during the Year.

On 31 December 2018, lease prepayments were
approximately HK$27.68 million (2017: HK$Nil),
which represented the land use rights of approximately
HK$27.68 million acquired through the acquisition of a
subsidiary, Tu Men Travel, during the Year.

On 31 December 2018, property, plant and equipment
was approximately HK$103.58 million (2017:
approximately HK$2.02 million), which mainly
represented the buildings and other equipment of
approximately HK$102.21 million acquired through the
acquisition of a subsidiary, Tu Men Travel, during the

Year.

Liability Structure

On 31 December 2018, the liabilities of the Group
mainly included trade payables, other payables and
accruals and short-term borrowings. The amount of
trade payables amounted to approximately HK$26.70
million (2017: approximately HK$33.39 million). The
amount of the trade payables with age below 90 days was
approximately HK$26.70 million (2017: approximately
HK$33.23 million), which represented approximately
100.00% (2017: approximately 99.50%) of the total trade
payables on 31 December 2018.

MANAGEMENT DISCUSSION AND ANALYSIS

On 31 December 2018, other payables and accruals was
approximately HK$170.21 million (2017: approximately
HK$22.66 million), which mainly represented amounts
due to related parties of approximately HK$51.00 million
(2017: approximately HK$1.19 million), consideration
payable regarding the acquisition of Tu Men Travel and
Yidao Town Real Estate of approximately HK$42.24
million (2017: HK$Nil) and land and construction costs
payable of approximately HK$45.84 million (2017:
HK$Nil).

LIQUIDITY AND FINANCIAL
RESOURCES

During the Year, the Group’s operations and investments
continued to be mainly financed by internal resources and
short-term borrowings. In addition, proceeds raised from the
disposal of subsidiaries was an extra funding to the Group. Other
than the funding assigned to the specific projects, the usage of
funding are monitored by the Company. On 31 December 2018,
the aggregated amount of the cash and cash equivalent and the
restricted bank deposit of the Group were to approximately
HK$200.67 million (2017: approximately HK$401.14 million),
representing a decrease of approximately 49.98% (2017:
approximately 9.0%) as compared to 31 December 2017.

The decrease of cash and cash equivalent and the restricted
bank deposit was mainly attributable to (i) the payment of
approximately HK$61.61 million as the acquisition costs of
companies, Dakun Zhifang, Tu Men Travel and Yidao Town Real
Estate, in the PRC; (ii) an interest-free loan of approximately
HK$80.95 million lend to an associate, Dakun Zhifang; and
(iii) the payment of the distribution of PCS of approximately
HK$26.08 million issued in March 2016 and October 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS

On 31 December 2018, the short-term borrowings of the Group
was approximately HK$13.23 million (2017: approximately
HK$8.95 million), all of which were denominated in RMB,
representing the borrowing from related parties of approximately
HK$13.23 million (2017: HK$Nil), which is unsecured, bearing
interest at a rate of 4.35% per annum and repayable within one
year. On 31 December 2017, the short-term borrowings were
the bank loans of approximately HK$4.80 million, which were
secured with the effective interest rate of approximately 4.35%
per annum and other short-term borrowings of approximately
HK$4.15 million, which were unsecured and bearing rate at 6.5%

per annum.

On 31 December 2018, the Group had a current ratio of
approximately 1.79 (2017: approximately 7.82). The gearing
ratio was not applicable as the Group had net cash and cash
equivalents of HK$175.65 million (2017: approximately
HK$348.75 million) on 31 December 2018.

FOREIGN EXCHANGE EXPOSURE

Since the transactions of the Group were mainly denominated in
HKS, RMB and NZD, the Group is exposed to foreign currency
risk on the cash and cash equivalents which are denominated in
RMB and NZD whose functional currency is HK$. During the
Year, the Group had reviewed the hedged product in respect of
foreign currency exposure of NZD but no hedging action was
performed by the Group. The Directors will monitor the related
foreign currency exposure and are prepared to take appropriate

hedging action as and when necessary.

CAPITAL COMMITMENTS

On 31 December 2018, the Group had capital commitments
relating to investment in equity securities of approximately
HK$82.66 million (equivalent to approximately RMB72.60
million) (2017: HK$4.8 million (equivalent to approximately
RMB4.0 million)).
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ACQUISITION AND INVESTMENTS

a)

Acquisition of 100% Interest in
Dongsheng Beijing

Pursuant to an agreement dated 3 January 2018 entered
into between Dongsheng Cultural Tourism Group Co.,
Limited” (3 B 3C AL ik 72 48 [ 4 BR 2 7]), a company
incorporated in the PRC (“Dongsheng Cultural
Tourism”) and Beijing Huayu Tourism Development
Co., Lid. (At 5% 3 2 Jig %% B % A R 2 7)) (“Orient
Victory Hua Yu”), an indirect wholly-owned subsidiary of
the Company, Dongsheng Cultural Tourism transferred
100% interest in Dongsheng Beijing to Orient Victory
Hua Yu at a cash consideration of approximately
HK$1.20 million. All conditions precedent set out in the
agreement have been fulfilled and completion of the
acquisition of 100% interest in Dongsheng Beijing took
place on 14 May 2018 in accordance with the terms and

conditions of the agreement.

Acquisition of 40% Interest in Great
Ascent and Yiersan

Reference is made to the circular of the Company
dated 10 October 2018 in relation to the acquisitions
of 40% interest in each of Great Ascent and Yiersan
(collectively the “Hongshan Acquisition”), The
Hongshan Acquisition was approved by the independent
shareholders of the Company in the extraordinary
general meeting held on 30 October 2018.

Pursuant to the agreements for the acquisition of
Great Ascent and Yiersan (collectively the “Hongshan
Acquisition Agreement”), the vendors will transfer
40% interest in each of Great Ascent and Yiersan
to the Company at an aggregate cash consideration
of approximately HK$65.80 million (equivalents to
approximately RMB53.6 million). As at the date of this
report, the conditions precedent under the Hongshan
Acquisition Agreement have not been fulfilled in full and
completion of the Hongshan Acquisition Agreement will
take place when all the conditions precedent have been

fulfilled.



d)

Acquisition of 40% Interest in Dakun
Zhifang and Shareholders’ Loan

Reference is made to the announcement of the
Company dated 12 June 2018 in relation to, inter alia,
the acquisition of 40% interest in Dakun Zhifang.

Pursuant to an agreement dated 12 June 2018 (the
“Dakun Zhifang Agreement”) entered into between
Mr. Ji Hai (32¥), Ms. [i Ling (¥3) and Zhangjiakou
Chongliqu Hua Yu Travel Co., Ltd.” (i& KO S48 |5
2 B i 785 B B PR A H]), a company established in
the PRC and an indirect wholly-owned subsidiary of
the Company (“Zhangjiakou Hua Yu”), Zhangjiakou
Hua Yu shall pay RMB40.9 million (equivalent
to approximately HK$50.2 million) to Mr. Ji Hai
(3£ ) and Ms. Ji Ling (3 ) and they shall transfer
40% interest in Dakun Zhifang and 40% interest in
the shareholders’ loan to Zhangjiakou Hua Yu. All
conditions precedent set out in the Dakun Zhifang
Agreement have been fulfilled and completion of
the acquisition of 40% interest in Dakun Zhifang
and 40% interest in the shareholders™ loan took place
on 7 August 2018 in accordance with the terms and

conditions of the Dakun Zhifang Agreement.

Acquisition of 55% Interest in Tu
Men Travel and 75% Interest in
Yidao Town Real Estate

Reference is made to the announcement of the
Company dated 18 December 2018 in relation to, inter
alia, the acquisition of 55% interests in Tu Men Travel
and 75% interest in Yidao Town Real Estate.

Pursuant to an agreement dated 18 December 2018 (the
“Tu Men Agreement”) entered into between Mr. Wang
Aijun (F % #), Mr. Zhang Wenxue (i& 3L #) and Mr.
Cheng Tonghui (B[] ) (collectively as “Vendors”) and
Hebei Tengming Tourism Development Co., Ltd." (]
b 1B N6 it 282 B B8 A PR A W), an indirect wholly-owned
subsidiary of the Company (“Hebei Tengming”), the

MANAGEMENT DISCUSSION AND ANALYSIS

Vendors shall transfer 55% interest in Tu Men Travel to
Hebei Tengming at a cash consideration of approximately
HK$53.6 million (equivalents to RMB47.1 million) and
an agreement dated 18 December 2018 (the “Yidao
Town Real Estate Agreement”) entered into between
Eco-Town Development and Operation Limited" (1
db o % Ak R8BS 8 BH BE L B A BR A F)), a company
incorporated in the PRC (“Eco-Town Development”)
and Hebei Xinmen Real Estate Development Co., Ltd."
(Wl b % M 2 b 2 B 38 A PR A ), an indirect wholly-
owned subsidiary of the Company (“Xinmen Real
Estate”), Eco-Town Development shall transfer 75%
interest in Yidao Town Real Estate to Xinmen Real
Estate at a cash consideration of approximately HK$0.01
million (equivalents to RMB0.01 million). All conditions
precedent set out in the Tu Men Agreement and Yidao
Town Real Estate Agreement have been fulfilled and
completion of the acquisitions of 55% interest in Tu
Men Travel and 75% interest in Yidao Town Real Estate
took place on 19 December 2018 in accordance with the
terms and conditions of the Tu Men Agreement and the

Yidao Town Real Estate Agreement.

Disposal of 85% Interest in King Link
Investments Limited (“King Link”)

Reference is made to the announcement of the
Company dated 23 July 2018 in relation to, inter alia, the
disposal of 85% interest in King Link.

Pursuant to an agreement dated 23 July 2018 entered
into between South China Financial Holdings Limited
(“South China”), a company incorporated in Hong
Kong, whose shares are listed on The Stock Exchange
of the Hong Kong Limited (the “Stock Exchange”) and
the Company, the Company transferred 85% interest
in King Link to South China at a cash consideration of
approximately HK$4.8 million. All conditions precedent
set out in the agreement have been fulfilled and
completion of the disposal of 85% interest in King Link
took place on 18 September 2018 in accordance with the

terms and conditions of the agreement.
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USE OF NET PROCEEDS

a) Issue of new ordinary shares under a specific mandate

The net proceeds from the issue of new ordinary shares under a specific mandate in October 2015 amounted to approximately
HK$265.78 million (after deducting the related cost and expenses). As at 31 December 2018, the Group had utilised all the net

proceeds, details of which are set out as follows:

Net proceeds
raised
HK$000 Intended use of the net proceeds Actual use of the net proceeds HK$°000
265,775 i) General working capital; and Payment of operating expenses; and 16,342
ii) Development of new business. i) Partial payment of consideration for 241,244
the acquisition of 49% equity interest
in China Comfort Tourism Group
Company Limited (“China Comfort”);
and
ii) Payment of acquisition cost of Hanli 8,189
Investments Limited.
265,775

b) Issue of 2016 March PCS

The net proceeds from the issue of perpetual convertible securities in March 2016 (“2016 March PCS”) amounted to

approximately HK$165.35 million (after deducting the related cost and expenses). As at 31 December 2018, the Company had

utilised all the net proceeds, details of which are set out as follows:

Net proceeds
raised
HK$000 Intended use of the net proceeds Actual use of the net proceeds HK$000
165,352 i) Repayment of the related party loan  Used as intended; and 123,783
which was used to settle part of the
consideration for the acquisition of
China Comfort; and
ii) Payment of the cost and fees in respect i) Payment of legal costs for the acquisition 7,300
of such acquisition. of China Comfort; and
ii) Partial payment of a land cost in New 34,269
Zealand.
165,352
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MANAGEMENT DISCUSSION AND ANALYSIS

c) Issue of new ordinary shares under the Bonus Warrants

The net proceeds from the exercise of bonus warrants (the “Bonus Warrants”) amounted to approximately HK$288.14 million
(after deducting the related cost and expenses). As at 31 December 2018, the Group had utilised all the net proceeds, details

of which are set out as follows:

Net proceeds
raised
HK$000 Intended use of the net proceeds Actual use of the net proceeds HK$°000
288,137 i) Acquire potential assets; i) Partial payment of the consideration for 152,927
the acquisition of 49% equity interest in
China Comfort;
i) Partial payment of a land cost in New 16,232
Zealand,;
iii) Construction cost of New Zealand’s 2,330
properties;
iv) Payment of acquisition costs; and 21,758
v) Partial payment of the consideration for 29,688
the acquisition of 40% equity interest
and shareholder loan in Dakun Zhifang.
ii) Payment of professional fees; and Payment of professional fees; and 17,690
iii) General working capital. i) Payment of operating expenses; 16,334
ii) Third, fourth and fifth distribution to the 15,300
holders of 2016 March PCS; and
iii) Third and fourth distribution to the 15,878

holder of 2016 October PCS.

288,137
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MANAGEMENT DISCUSSION AND ANALYSIS

d) Issue of 2016 October PCS and Shares under the open offer

The net proceeds from the issue of offered shares with an alternative of unlisted perpetual convertible securities and under an
open offer in October 2016 amounted to approximately HK$291.62 million (after deducting the related cost and expenses).
As at 31 December 2018, the Group has utilised approximately HK$146.77 million of the net proceeds in accordance with the
proposed application as set out in the section headed “Use of Proceeds” of the prospectus of the Company dated 29 September

2016, details of which are set out as follows:

Net proceeds

raised
HK$000 Intended use of the net proceeds Actual use of the net proceeds HK$000
291,623 i) Make initial capital injection to a fund  Pay the subscription price for 40% shares 7,800

to be established by a joint venture in a joint venture company;
company and subscription price of 40%

equity interest;

ii) General working capital; First and second distribution to the 15,880
holders of 2016 October PCS;
iii) Setup a wholly-owned licensed Has not been used yet; n/a
corporation;
iv) 6% distribution reserve of 2016 March 6% distribution reserve of 2016 March 10,200
PCS; and PCS; and
v) If possible, acquire assets with potential i) Partial payment of the consideration for 20,524
appreciation. the acquisition of 40% equity interest
and shareholder loan in Dakun Zhifang;
ii) Payment of the shareholder loan to 80,954
Dakun Zhifang; and
iii) Payment of the consideration for the 11,410

acquisition of 55% equity interest in Tu
Men Travel and 75% equity interest in
Yidao Town Real Estate.

146,768
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PLEDGED OF ASSETS

On 31 December 2018, the Group pledged both of the
entire interest in Shenzhen Dong Sheng Hua Yu Commercial
Management Company Limited” (RN SR 5 3 2 i SR A B
FRZA#]), which is an indirect wholly-owned subsidiary of the
Company and the entire issued share capital of Donghui
Hong Kong Holdings Limited which is an indirect wholly-
owned subsidiary of the Company, to secure the issue of the
perpetual convertible securities issued on 30 March 2016 in
an aggregate principal amount of approximately HK$170.00
million (31 December 2017: approximately HK$170.00
million). Please refer to the Company’s announcement dated
30 March 2016 and circular dated 29 January 2016 for details.

On 31 December 2017, amount of guaranteed deposits, other
receivable and inventories of approximately HK$33.25 million,
approximately HK$0.59 million and approximately HK$8.40
million, respectively of the Group were pledged as collateral for

borrowings obtained by its subsidiaries and associate.

MANAGEMENT DISCUSSION AND ANALYSIS

CONTINGENT LIABILITIES

On 31 December 2018, the Group had no contingent liabilities.
On 31 December 2017, the Group had contingent liabilities in
respect of a letter of credit secured for bank borrowings of an

associate in an amount of approximately HK$33.25 million.

NUMBER AND REMUNERATION OF
EMPLOYEES

On 31 December 2018, the total number of employees of
the Group was approximately 200 (31 December 2017:
approximately 130). Staff costs (including Directors’
emoluments) amounted to approximately HK$35.66 million for
the Year (31 December 2017: approximately HK$31.51 million).

In addition to salary, other fringe benefits such as medical
insurance and mandatory provident fund schemes for employees,
are offered to all employees of the Group. Performance of
the employees is normally reviewed on an annual basis with
adjustment to their salaries comparable to that of the market.
Individual employees may also receive a discretionary bonus at

the end of each year based on their individual performance.

denotes an English translation of the Chinese name for
identification purpose only.
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BIOGRAPHIES OF DIRECTORS AND SENIOR MANAGEMENT

DIRECTORS
MR. SHI BAODONG (“Mr. Shi”)

Chairman and Executive Director

Mr. Shi, aged 50, was appointed as the Chairman and executive
Director in September 2014 and Chief Executive Officer
on 11 May 2018. Mr. Shi is a chairman of the nomination
committee of the Company (the “Nomination Committee”)
and a member of the remuneration committee of the Company
(the “Remuneration Committee”). Mr. Shi graduated from the
Hebei University of Architecture in 1989. He has over 19 years
of experience in property development and he is a qualified

engineer in the PRC.

Mr. Shi is the director of Orient Victory Group HK Holdings
Limited” (R B3 48 [ & ¥ ¥ B & R 2 #]) and the founder,
shareholder and chairman of Orient Victory Cultural & Tourism
Group Company Limited” (% B 3C b ik 7% 4 B A B 2 #)
(formerly known as Shijiazhuang Orient Victory Investments
Group Limited” (A ZAET R B EE B A A H)) (“OVCT),
which is principally engaged in property development, including
the development of residential properties, commercial
properties, properties and ancillary facilities for the elderly, as
well as an ecological park and a culture park in the PRC. In
October 2015, Mr. Shi was appointed as president of China
Comfort, an associate of the Group, and is responsible for the

overall management of China Comfort.

Mr. Shi is the vice chairman of the China Real Estate Industry
Association and a consultant of its Special Committee for
China Urban Development, Special Committee for Elderly
Residential Area and Special Committee for China Small Town
Development. Mr. Shi is the standing vice president of Hebei
Chamber of Commerce in Hong Kong and the director of its
Ecological Industry Committee. At the same time, he is the
standing vice president of Hebei Chamber of Commerce and

the vice president of Chinese Rowing Association.
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MR. ZHOA HUINING (“Mr. Zhou”)

Executive Director

Mr. Zhao, aged 51, was appointed as the executive Director
on 16 June 2017. Mr. Zhao was Chief Executive Officer and a
member of the Remuneration Committee and the Nomination
Committee and resigned on 11 May 2018 and 24 August 2018
respectively. Mr. Zhao graduated from the Transportation
Management and Engineering Department (J#i FHITHER)
of Northern Jiaotong University (4t TR K E, majoring in
traffic and transportation (BB IE) in 1990. In 2004, Mr.
Zhao obtained a master degree of Arts from Flinders University
of South Australia in International Relations in Economy and
Trade which were jointly offered by Nankai University (FBAX
£2) and Flinders University of South Australia and graduated
from Yanshan University (#& [0 K %) with a doctor’s degree
in management science and engineering (& Bl #} 8 B T. )
in 2014. Mr. Zhao was conferred the title of senior economist
qualification in PRC in 2002.

Mr. Zhao has extensive working experiences, including working
as a staff member in Project Evaluation Division of Mechanical
and Electrical Equipment Tendering Bureau of Hebei Province
(I b 4 B 5 B Al 4 B R I H R AR JE) from 1990 to 1992
staff member and senior staff member of the Traffic, Post and
Telecommunications Division of Hebei Provincial Economic
and Trade Commission (J/Jb& R E BRBEEIE) from 1992
to 1997; deputy director of Beijing office of Hebei Provincial
Economic and Trade Commission (] At 44 #&8 & & Jb 3¢ 3
J&) from 1997 to 1998; deputy director of Foreign Economic
Relations Division of Hebei Provincial Economic and Trade

Commission (7] 4t 8 £ B R AP &K JE) (“HPETC”) from 1998



BIOGRAPHIES OF DIRECTORS AND SENIOR MANAGEMENT

to 2000; deputy director of the office of HPETC and director
of Beijing office of HPETC from 2000 to 2001 successively;
legal representative, executive director and general manager
of Hebei Economic and Trade Investment Co., Ltd. (3 dt
BREE ZHHEER KA ) from 2001 to 2005 successively;
legal representative, executive director, general manager and
secretary of Party Committee of Hebei Information Industry
Investment Co., Ltd. (At &5 B EE R EFH R A7) from
2005 to 2009 successively. He was elected as the vice chairman
of the tenth session of the committee of Hebei Youth League
(WAL B HEB A ) in December 2009. From 2009 to 2014,
Mr. Zhao worked in Hebei Construction & Investment Group
Co., Ltd (L& R E LA R EEAT) with last position
as chairman and secretary for the Party Committee. He was
also the chairman and president of Gaokang Capital Investment
Management Co., Ltd (% B & AR & & B A W A H), a
subsidiary of China Energy Conservation and Environmental
Protection Group (H' B EiBEERAR4EH) from 2014 to 2016. Mr.
Zhao is currently a director and the president of China Culture
Industry Investment Fund Management Co., Ltd (H Bk 3L
LEERGRESEIATA), a subsidiary of the Group.

MR. MO YUEMING (“Mr. Mo”)

Executive Director

Mr. Mo, aged 54, was appointed as the executive Director on
2 May 2018. Mr. Mo holds a degree of Executive Master of
Business Administration from The HEC School of Management
in Paris, France, a Master’s degree in Business in Economics (7
% & % B from the Chinese Academy of Social Sciences (
#t & B 2 BE) and a Bachelors degree in Accounting from
Beijing Institute of Business” (ALEFGE2BE).

Mr. Mo has over 20 years of experience in accounting and
corporate management of the tourism industry and other
industries, including working as the vice general manager and
Chief Accountant of China Pan Travel Industry Development
Co., Ltd.” (P BZ ik B E B R EM A RAF) (how known as
China Spacesat Co., Ltd. (H [ R b B AR A BR A 5] ) (“China
Spacesat”), a company listed on the Shanghai Stock Exchange
with stock code 600118 and Mr. Mo has been a director of
China Spacesat since June 2001; Mr. Mo has been a director
of Zhejiang Yongfeng Environmental Sci&tech Co., Ltd. (#f
L 7K U B AR B2 B Ay A BR 2 W) (“Zhejiang Yongfeng”), a
company listed on National Equities Exchange and Quotations
with Stock Code 838806 since 23 February 2016 for a term
from 23 February 2016 to 22 February 2019; and the senior vice
president of Orient Landscape Holdings Co., Ltd." (R J7 B Ak
& 4> 23 7)) and the Chief Operating Officer of Orient Brigade
Group® (R J5 3 it 4 @) from 28 April 2017 to 27 November
2017.

Mr. Mo currently serves as a co-vice Chairman of Orient Victory
Group” (3 J3 % ) and president of Orient Victory Culture &
Travel Group CRJBS AL IKAEELLE), these two companies were
controlled by Mr. Shi. Mr. Mo has been a director of China
Comfort Tourism Group Company Ltd.” (F [ o e 2 4 T
EEIN /A ) (formerly known as China Comfort Travel Group
Company Litd." (" B FRIEIRATHLE A R EEAF])) (“China
Comfort”) since April 2018, of which it is an associate of the
Group. Besides, he is also the president of Comfort Cultural
Tourism Industry holdings Co., Ltd." (R ST A b ife 745 2 38 T A
A R A 7)) since March 2018, of which China Comfort is the
largest equity holder of this company.
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MS. SONG SINING (“Ms. Song”)

Non-executive Director

Ms. Song, aged 41, was appointed as the non-executive Director
on 16 June 2017. Ms. Song is a member of the audit committee
off the Company (the “Audit Committee”). Ms. Song graduated
from the Philosophy Department (T2 R) of Hebei University
in Public Relation (A B 3E) in 1997. She graduated from the
Correspondence College of the Central School of Communist
Party of China (b g 3 B H 4% 2 BE) in 2000, majoring in
economic management (78 % 45 P B ZE). She completed a
practical training course in real estate (B B )55 M 2 WA E)
provided by Peking University in 2015. Ms. Song served as a
senior management in other real estate companies for more than
15 years. She is currently a vice president of Orient Victory Real
Estate Development Group Limited CEBs S EEE
P2 ¥]), a company indirectly wholly-owned by Mr. Shi.

MR. DONG XIAOJIE (“Mr. Dong”)

Independent non-executive Director

Mr. Dong, aged 56, was appointed as the independent
non-executive Director in September 2014, Mr. Dong is a
chairman of Remuneration Committee. Mr. Dong graduated
from the Hebei Normal University, majoring in mathematics in
1984. He has been a principal partner of Shengyuan Investment
Risk Consulting Management Co., Limited since 2011 and was
appointed as a director of Robyn Hode Capital Limited in April
2015.

MR. HE QI (“Mr. Qi”)

Independent non-executive Director

Mr. He, aged 63, was appointed as the independent
non-executive Director in September 2014. Mr. He is a member
of the Audit Committee and Nomination Committee. Mr.
He has been an independent non-executive director of China
Merchants Land Limited, a company listed on the Stock
Exchange (stock code: 978), since 2013. He has also been an
independent non-executive director of China Evergrande

Group, a company listed on the Stock Exchange (stock code:

24 | ORIENT VICTORY TRAVEL GROUP COMPANY LIMITED | ANNUAL REPORT 2018

3333), since 2009. Mr. He was the deputy secretary of China
Real Estate Association for the period from 2006 to 2016. Mr.
He is currently a secretary of Real Estate in Distribution and

Rental Committee of China Real Estate Association.

MR. SUEI FENG-JIH (“Mr. Suei”)

Independent non-executive Director

Mr. Suei, aged 49, was appointed as the independent
non-executive Director on 25 June 2018. Mr. Suei is a chairman
of the Audit Committee and a member of Nomination
Committee and Remuneration Committee. Mr. Suei graduated
from National Cheng-Chi University ([ 37 B R E, Taipei
with Bachelor of Science in Banking June 1993. In June 2005, he
was awarded the Executive Master of Business Administration
in Finance from National Central University (B 37 oge ok
=38 Taipei and was further awarded the Master of Business
Administration from University of Glasgow, United Kingdom in
September 2006.

Mr. Suei has extensive experience in finance industry. He is
a licensed person to carry on Type 1 (dealing in securities),
Type 4 (advising on securities) and Type 9 (asset management)
regulated activities under the SFO and has been a responsible
officer of Pamirs Capital (H.K.) Limited (“Pamirs”) responsible
for the supervision of Type 4 and Type 9 regulated activities
since September 2010 and Type 1 regulated activity since June
2012. Moreover, Mr. Suei was a director of ACF International
Insurance Broker Co., Limited for the period from August 2016
to February 2019. During the period from November 2009 to
April 2010, Mr. Suei was the Head of Product Team, Wealth
Management at Taishin International Bank Co., Ltd (Hong
Kong). Before that, from April 2007 to November 2009, he
worked for KGI Wealth Management Limited with last position
as a responsible officer for Type 1 (dealing in securities), Type
4 (advising on securities) and Type 9 (asset management)
regulated activities under the SFO. Besides, Mr. Suei worked
at the trust division of Taipei Fubon Bank as assistant vice
president during the period from October 2001 to December
2006.
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SENIOR MANAGEMENT

MR. CHEUNG LAP KEI (“Mr. Cheung”)

Chief Financial Officer

Mr. Cheung, aged 47, was appointed as the Chief Financial
Officer of the Company in December 2018. He has over 25
years of experience in auditing, accounting and corporate
finance fields with various international accounting firm and

listed companies and in Hong Kong and Singapore.

He served as the financial controller, authorised representative
and company secretary of China Ruifeng Renewable Energy
Holdings Limited (stock code: 527) (previously known as
Galaxy Semi-Conductor Holdings Limited), a Hong Kong
Listed Company from February 2005 to January 2008. He
was the chief financial officer, authorised representative and
company secretary of United Photovoltaics Group Limited
(previously known as Time Infrastructure Holdings Limited)
(stock code: 686), a Hong Kong Listed Company from June
2008 to December 2008. From December 2008 to June 2016,
he served as chief financial officer, authorised representative
and company secretary of China Zhongwang Holdings Limited
(stock code: 1333), a Hong Kong Listed Company. From July

2016 to January 2017, he served as chief financial officer of
China Everbright Water Limited (stock code: U9E), which is
a company listed on the Main Board of Singapore Exchange
Limited and is a subsidiary of China Everbright International
Limited (stock code: 257), a Hong Kong Listed Company.
From January 2017 to January 2018, he served as the executive
director, chief financial controller, authorised representative and
company secretary of Wan Kei Group Holdings Limited (stock
code: 1718), a Hong Kong Listed Company. Since November
2014, he serves as an independent non-executive director and
chairman of audit committee of Austar Lifesciences Limited
(stock code: 6118), a company listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Hong Kong Listed
Company”).

Mr. Cheung obtained a bachelor’s degree in commerce from
Australian National University in 1994, and a master’s degree
in business administration from Deakin University, Australia
in 2006. He is a member of the Hong Kong Independent
Non-Executive Director Association and the fellow member of
the Hong Kong Institute of Certified Public Accountants and
CPA Australia.
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The Board hereby presents the Report of the Directors and the
audited consolidated financial statements of the Group for the

Year.

PRINCIPAL ACTIVITIES

During the Year, the Company was an investment holding
company and its subsidiaries were principally engaged in the
provision of diversified tourism products and services, the
provision of integrated development, the provision of financial
services, investment holding and the provision of trading and

retail of jewellery products (ceased on 18 September 2018).

BUSINESS REVIEW

The business review of the Group for the Year as required under
Schedule 5 to the Companies Ordinance (Chapter 622 of the
Laws of Hong Kong), including a fair review of the business
and a description of the principal risks and uncertainties facing
the Group, particulars of important events affecting the Group
that have occurred since the end of financial year 2018 and an
indication of likely future development in the Group’s business
is set out in the Chairman’s Statement and the Management
Discussion and Analysis from pages 4 to 9 and pages 10 to 21 of
this Annual Report, respectively. These discussions form part of
this report of directors.

COMPLIANCE WITH LAWS AND
REGULATIONS

As far as the Board is aware, the Group has complied in material
respects with the relevant laws and regulations that have a

significant impact on the business and operation of the Group.

RESULTS AND FINAL DIVIDENDS

The results of the Group for the Year are set out in the
consolidated statement of profit or loss on page 102 of this

Annual Report.

THE DIVIDEND POLICY

The declaration, form, frequency and amount of any dividend
payout of the Company must be in accordance with relevant
laws, rules and regulations and subject to the articles of

association of the Company (the “Articles of Association”).
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Provided there are distributable profits and without affecting the
operations of the Group, the Company may consider to declare
and pay dividends to the shareholders of the Company. In
deciding whether to propose a dividend and in determining the
dividend amount, the Board shall take into account, included but
not limited to: (i) the general financial condition of the Group;
(ii) working capital and debt level of the Group; (iii) future cash
requirements and availability for business operations, business
strategies and future development needs; (iv) any restrictions
on payment of dividends that may be imposed by the Group’s
lenders; (v) the general market conditions; and (vi) any other

factors that the Board deems appropriate.

The payment of the dividend by the Company is also subject
to any restrictions under the Companies Law of the Cayman

Islands and the Articles of Association.

The Board does not recommend the payment of any final
dividend for the Year (2017: Nil).

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets, liabilities and
non-controlling interests of the Group for the last five financial
years, as extracted from the audited consolidated financial
statements and restated/reclassified as appropriate, is set out on
pages 243 to 244 of this Annual Report.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment
of the Group during the Year are set out in note 13 to the

consolidated financial statements.

SHARE CAPITAL

During the Year, the issued share capital of the Company
was changed from approximately HK$63.75 million with
12,748,925,516 ordinary shares of HK$0.005 each as at 1 January
2018 to approximately HK$63.75 million with 12,749,925,516
ordinary shares of HK$0.005 each as at 31 December 2018.

Details of movements in the share capital of the Company
during the Year are set out in note 29 to the consolidated

financial statements.



PERPETUAL CONVERTIBLE
SECURITIES

Details of the issue of the perpetual convertible securities of
the Company during the Year are set out in note 30 to the

consolidated financial statements.

EQUITY-LINKED AGREEMENTS

For the Year, save as disclosed in this Annual Report, the

Company has not entered into any equity-linked agreement.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Articles of Association or the Companies Law, Chapter 22 (Law
3 of 1961, as consolidated and revised) of the Cayman Islands
where the Company was incorporated, which would oblige
the Company to offer new shares on a pro rata basis to existing
Shareholders.

RESERVES

Details of movements in the reserves of the Company and
the Group during the Year are set out in the note 29 and on
page 107 in the consolidated statement of changes in equity,

respectively.

DISTRIBUTABLE RESERVES

The aggregate amount of reserves available for distribution
to equity shareholders of the Company as at 31 December
2018 amounted to HK$257,364,000 (2017: HK$317,742,000),
calculated in accordance with the provisions of the Companies
Law, Cap. 22 (Law 3 of 1961, as consolidated and revised) of the
Cayman Islands.

MAJOR CUSTOMERS AND
SUPPLIERS

During the Year, the purchase from the Group’s five largest
suppliers accounted for 97.90% of the total purchases and
purchase from the largest supplier included therein accounted

for 91.70% of the total purchases. The revenue of the Group’s

REPORT OF THE DIRECTORS

five largest customers accounted for 22.02% of the total revenue
and the revenue of the largest customer included therein

accounted for 6.40% of the total revenue.

None of our Directors or any of their respective close associates
or, any Shareholder (so far as our Directors were aware, who
owned 5% or more of our issued share capital as at 31 December
2018), had any interest in any of our five largest suppliers or our

five largest customers in 2017 and 2018.

DIRECTORS

The Directors during the Year and up to the date of this Annual

Report were:

Executive Directors:

Mr. Shi Baodong (Chairman)
(Chief Executive Officer with effect from 11 May 2018)
Mr. Mo Yueming (with effect from 2 May 2018)
(Vice Chairman and regional Chief Executive
Officer in the PRC with effect from 3 December 2018)
Mr. Zhao Huining (resigned as Chief Executive Officer
with effect from 11 May 2018)
Mr. Wang Jianhua (resigned with effect from 2 May 2018)

Non-executive Director:

Ms. Song Sining

Independent Non-executive Directors:

Mr. Dong Xiaojie
Mr. He Qi
Mr. Suei Feng-jih (with effect from 25 June 2018)
Mr. Law Wang Chak, Waltery
(retired with effect from 25 June 2018)

In accordance with Articles 116 of the Articles of Association of
the Company, at each annual general meeting, one-third of the
Directors for the time being (or, if such number is not a multiple
of three (3), the number nearest to but not less than one-third)

shall retire from office by rotation, provided that every Director
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shall be subject to retirement at least once every three years
at the annual general meeting. The Company’s forthcoming
circular for annual general meeting will contain the detailed

information of the Directors standing for re-election.

Biographical details of the Directors are set out on pages 22 to
25 of this Annual Report.

DIRECTORS” INDEMNITY

Pursuant to Article 179 of the Articles of Association, every
Director shall be entitled to be indemnified out of the assets of
the Company against all losses or liabilities incurred or sustained
by him as a Director in defending any proceedings, whether civil
or criminal, in which judgment is given in his favour, or in which

he is acquitted.

CONFIRMATION OF INDEPENDENCE
OF INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received an annual confirmation of
independence pursuant to Rule 3.13 of the Rules Governing
the Listing of Securities (the “Listing Rules”) on the Stock
Exchange from each of the independent non-executive Directors
and the Company considers such Directors to be independent
since the date of their respective appointment date and as at the
date of this report, the Company still considers the independent

non-executive Directors to be independent.

DIRECTORS’ SERVICE CONTRACTS
AND LETTER OF APPOINTMENTS

None of the Directors has a service contract with the Company
which is not determinable by the Company within one year
without payment of compensation (other than statutory

compensation).

SHARE OPTION SCHEME

At the general meeting of the Company held on 5 June 2012,
the shareholders approved the adoption of a new share option
scheme (the “2012 Option Scheme”) and became effective on
11 June 2012. No share option has been granted under the 2012

Option Scheme since its adoption.
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CONTROLLING SHAREHOLDERS’
INTERESTS IN CONTRACTS

Save as disclosed in this Annual Report, there was no contract
of significance entered into between the Company or its
holding company or any of its subsidiaries and any controlling

Shareholder or any of its subsidiaries for the Year.

For the Year, none of the Company or any of its subsidiaries
has entered into any contract of significance for the provision
of services by any controlling Shareholders or any of its

subsidiaries.

DIRECTORS” INTERESTS IN
TRANSACTIONS, ARRANGEMENTS
OR CONTRACTS OF SIGNIFICANCE

Save as disclosed in this Annual Report, none of the Directors
or entities connected with the Directors had a material interest,
either directly or indirectly, in any transaction, arrangement or
contract of significance to the business of the Group to which
the Company or any of its subsidiaries was a party during the

Year.

EMOLUMENT POLICY

The Remuneration Committee was set up for reviewing the
Group’s emolument policy and structure for all remuneration
of the Directors and senior management of the Group, having
regard to the Group’s operating results, individual performance
of the Directors and senior management and comparable market

practices.

REMUNERATION OF DIRECTORS
AND FIVE INDIVIDUALS WITH
HIGHEST EMOLUMENTS

Details of the emoluments of the Directors and five highest
paid individuals are set out in notes 9 and 10 respectively to the

consolidated financial statements in this Annual Report.
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For the Year, Mr. Shi Baodong, Mr. Zhao Huining and Mr. Wang Jianhua (resigned with effect from 2 May 2018) agreed to waive
director’s remuneration of, respectively, approximately HK$0.02 million, HK$1.98 million and HK$0.21 million (2017: Mr. Shi
Baodong, Mr. Wang Jianhua (resigned with effect from 2 May 2018), Ms. Xu Yongmei (retired with effect from 16 June 2017) and
Mr. Li Yankuan (retired with effect from 16 June 2017) agreed to waive director’s remuneration of approximately HK$0.02 million,
HK$0.62 million, HK$0.28 million and HK$0.01 million), respectively.

Save as disclosed above, during the Year, none of the Directors have waived their emoluments in relation to their services respectively.

DIRECTORS” AND CHIEF EXECUTIVE’S LONG AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES OF THE COMPANY OR
ANY ASSOCIATED CORPORATION

As at 31 December 2018, the long and short positions of the Directors and the chief executive of the Company (the “Chief Executive”)
in the shares, underlying shares and debentures of the Company or any of its associated corporations (within the meaning of Part XV
of the Securities and Futures Ordinance, Chapter 571 of the laws of Hong Kong (the “SFO”)) (i) which were required to be notified
to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including long and short positions
which were taken or deemed to have under such provisions of the SFO), or (ii) which were required, pursuant to section 352 of the
SFO, to be entered into the register maintained by the Company, or (iii) which were required to be notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers (“Model Code”) as set out in

Appendix 10 of the Listing Rules were as follows:

Approximate percentage

Name of director Capacity Number of shares held of shareholding
Shi Baodong (“Mr. Shi”) Interest in a controlled 10,070,760,661 78.99%
corporation (Long Position) (“L”) (note 1)

Shi Baodong Beneficial owner 130,239,145 (L) (note 2) 1.02%
312,729,948 (L) (note 3) 2.45%

Dong Xiaojie Beneficial owner 2,014,285 (L) 0.02%

Notes:

1. Mr. Shi holds 100% equity interest in Orient Victory Real Estate Group Holdings Limited (‘OVRE”) and is deemed to be interested in the

10,070,760,661 shares held by OVRE under the SFO. The interests held by OVRE include the holding of (i) 8,008,042,880 ordinary shares;
and (i) the perpetual convertible securities (convertible into 2,062,717,781 ordinary shares.

2. Mr. Shi beneficially owns 130,239,145 ordinary shares of the Company as at the date of this Annual Report.

3. Reference is made to the Company’s announcement dated 30 March 2016 and also the Company’s circular dated 29 January 2016 in relation
to the issue of the 2016 March PCS, the investment agreement of the Company dated 27 June 2015 as amended by a supplemental agreement
dated 8 January 2016 (the “Investment Agreement”) and Mr. Shi’s personal guarantee in relation to the obligations of the Company, among
other things, relating to the PCS. Mr. Shi would be interested in 312,729,948 shares of the Company upon the exercise of two put options in
full as contemplated under the Investment Agreement by Outstanding Global Holdings Limited and Chance Talent Management Limited.
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Save as disclosed above, as at 31 December 2018, none of the Directors and the Chief Executive has or is deemed to have any long or
short position in shares, underlying shares or debentures of the Company or its associated corporations (within the meaning of Part XV
of the SFO) that was required to be recorded in the register of the Company to be kept under section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant to the Model Code.

DIRECTOR’S RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save as otherwise disclosed in this Annual Report, at no time during the year ended 31 December 2018 were rights to acquire benefits
by means of the acquisition of shares in or debentures of the Company granted to any Director or their respective spouse or children
under 18 years of age, or were any such rights exercised by them; or was the Company and any of its subsidiaries a party to any
arrangement to enable the Directors, or their respective spouse or children under 18 years of age, to acquire such rights in any other

body corporate.

SUBSTANTIAL SHAREHOLDERS” INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As at 31 December 2018, to the best knowledge of the Directors, the following entities had interests or short positions in the shares or
underlying shares of the Company which fall to be disclosed to the Company and the Stock Exchange under the provisions of Divisions
2 and 3 of Part XV of the SFO as recorded in the register required to be kept by the Company pursuant to section 336 of the SFO:

Number of ordinary shares
and underlying shares held Approximate percentage
(L) : Long Position of shareholding
Name of substantial shareholder Capacity (S) : Short Position in the Company
Orient Victory Real Estate Group Beneficial owner 10,070,760,661 (L) 78.99%
Holdings Limited"
Outstanding Global Holdings Limited® Beneficial Owner 620,333,793 (L) 4.87%
(“OGH”) Person having a security interest in 6,064,898,713 (L) 52.27%
shares of the Company
Chance Talent Management Limited" Beneficial Owner 128,771,155 (L) 1.01%
(“CTM) Person having a security interest in 6,064,898,713 (L) 47.57%
shares of the Company
Haitong International Investment Person having a security interest in 2.028,717,781 (L) 15.91%
Fund SPC - Fund 1 SP¥ shares of the Company

(“Haitong Fund”)
Notes:
(1) Mr. Shi (the chairman of the Board, an executive Director and Chief Executive Officer) holds 100% equity interest in OVRE. The interests

held by OVRE include the holding of (i) 8,008,042,880 ordinary shares; and (ii) the perpetual convertible securities (convertible into
2,062,717,781 ordinary shares).
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OGH is wholly owned by China Huarong International Holdings Limited, 88.10% of which is in turn owned by Huarong Real Estate Co.,
Ltd., which is in turn wholly owned by China Huarong Asset Management Co., Ltd. The aggregate interests in 6,685,232,506 shares represent
(i) 6,064,898,713 shares of the Company pledged by OVRE to OGH as security; (ii) 436,375,000 shares of the Company beneficially held by
OGH and (iii) 2016 March PCS (convertible into 183,958,793 shares of the Company as at the date of this Annual Report).

CTM is a limited liability business company incorporated under the laws of the British Virgin Islands and an indirectly wholly-owned special
purpose vehicle of CCB International (Holdings) Limited. CCB International (Holdings) Limited is an investment services flagship which
is indirectly wholly-owned by China Construction Bank Corporation, a joint-stock company incorporated in the PRC and listed on the Main
Board of the Hong Kong Stock Exchange (stock code: 0939) and the Shanghai Stock Exchange (stock code: 601939). The interests held
by CTM include the holding of (i) 6,064,898,713 security interest in shares; and (ii) the perpetual convertible securities (convertible into
128,771,155 ordinary shares).

Haitong Fund is an open-ended exempted segregated portfolio company. The interest held by Haitong Fund is security interest in the

perpetual convertible securities (convertible into 2,028,717, 781 ordinary shares) pledged by OVRE.

Save as disclosed above, as at 31 December 2018, the Directors were not aware of any persons (who were not Directors or Chief

Executive) who had an interest or short position in the shares or underlying shares of the Company which would fall to be disclosed to

the Company and the Stock Exchange under Divisions 2 and 3 of Part XV of the SFO, or which would be required, pursuant to section
336 of the SFO, to be entered in the register referred to therein.

DIRECTOR’S INTEREST IN COMPETING BUSINESS

During the Year and up to the date of this Annual Report, the following Director(s) is/are considered to have interests in the following

businesses which compete or are likely to compete, either directly or indirectly, with the businesses of the Group other than those

businesses where the Director(s) of the Company was/were appointed as directors or represent the interests of the Company and/or

the Group pursuant to the Listing Rules as set out below:

Name of entity which were

considered to compete or

likely to compete with the Description of
Name of Director business of the Group competing business Nature of interest
Shi Baodong Orient Victory Group HK Real Estate/ Sole Director and
Holdings Limited Property Development Sole Shareholder
TR AR A e I

A BRAF (“OVHK”)

Orient Victory Property Real Estate/ Sole Director and
Development Group Property Development Sole Shareholder
Co., Ltd.” (R B 5 Hu 2
PAES R A B A T])

(“OVPD”)

As (i) Mr. Shi is fully aware of his fiduciary duty to the Group, and will abstain from voting on any matter where there is or may be a

conflict of interest; (ii) the Group engages only in travel-related property development projects which are located in the countryside
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while OVHK and OVPD engage in property development
projects other than travel-related property development
projects which are located in urban areas; and (iii) the Group
have the first right of refusal on accepting the travel-related
property development projects, the Group is capable of carrying
its business independently of and at arm’s length from the

businesses of these entities.

Save as disclosed in this Annual Report, as at 31 December
2018, none of the Directors or any of their respective close
associates had engaged in or had any interest in any business
which causes or may cause any competition with the business of

the Group or any conflicts with the interests of the Group.

CONNECTED TRANSACTIONS
AND CONTINUING CONNECTED
TRANSACTIONS

Connected Transactions

During the Year, the Group had the following connected
transactions which were subject to the reporting and
announcement requirements under Chapter 14A of the Listing
Rules:

(a) Acquisition of 40% Equity Interest in Great Ascent

and Yiersan

Reference is made to the announcements of the Company dated
22 January 2018 and 6 June 2018 in relation to the acquisitions
of 40% of the issued share capital of each of Great Ascent, a
company incorporated in Hong Kong and Yiersan, a company
established in the PRC (collectively, the “Acquisitions”) under
the agreement dated 22 January 2018 entered into between the
Company, OVHK, a company incorporated in Hong Kong and
Heng Sheng Xin Ye (Beijing) Asset Management Co., Ltd.” (1
ﬁﬁﬁ(jkﬁ)gﬁ%ﬁﬂﬁ Fﬁ’z}ﬁl), a company incorporated in
the PRC (“Heng Sheng”), as purchasers, and Mr. Li Jun Bang,

as vendor as amended and supplemented by a supplemental
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agreement dated 6 June 2018 (the “Great Ascent Agreement”)
and the agreement dated 22 January 2018 entered into between
the Company, OVPD, a company established in the PRC
and indirectly wholly owned by OVHK, and Heng Sheng, as
purchasers, and Jiangsu Yinmao Holding (Group) Co., Ltd.” (7L
TRER R REEF R AT, a company established in the
PRC (“Yinmao”) and Mr. Nie Jianggiang as vendors in relation
to the acquisition of the entire equity interest in Yiersan as
amended and supplemented by a supplemental agreement

dated 6 June 2018 (the “Yiersan Agreement”) respectively.

Pursuant to the Great Ascent Agreement and the Yiersan
Agreement, the vendors will transfer 40% equity interest of each
of Great Ascent and Yiersan to the Company upon completion.
As at the date of this Annual Report, the conditions precedent
under the Great Ascent Agreement and Yiersan Agreement have
not been fulfilled in full and completion of the Great Ascent
Agreement and Yiersan Agreement will take place when all the

conditions precedent have been fulfilled.

As Mr. Shi Baodong, the chairman and an executive Director
of the Company, is the director and ultimate shareholder of
OVHK, which OVHK indirectly wholly owns OVPD. Therefore,
each of OVHK and OVPD is a connected person of the
Company under the Listing Rules. Accordingly, each of the
Acquisitions constitutes a connected transaction of the Company
under Chapter 14A of the Listing Rules; therefore, subject to all
the connected transaction requirements, including shareholders’
approval, annual review and all disclosure requirements, under
Chapter 14A of the Listing Rules.

(b) Acquisition of 40% Equity Interest and

Shareholders’ Loan in Dakun Zhifang

Reference is made to the announcement of the Company dated
12 June 2018 in relation to, inter alia, the acquisition of 40% of
registered capital of Dakun Zhifang, a company established in
the PRC.



Pursuant to the Dakun Zhifang Agreement entered into
between Mr. Ji Hai (BTHF), Ms. Ji Ling (3F) and Zhangjiakou
Hua Yu, a company established in the PRC and an indirect
wholly-owned subsidiary of the Company, Zhangjiakou Hua
Yu shall pay RMB40.9 million (equivalent to approximately
HK$50.21 million) to Mr. Ji Hai (3 #§) and Ms. Ji Ling (3
) and they shall transfer 40% of registered capital of Dakun
Zhifang and 40% of shareholders’ loan in Dakun Zhifang to
Zhangjiakou Hua Yu. All conditions precedent set out in the
Dakun Zhifang Agreement have been fulfilled and completion
of the acquisition of 40% of registered capital of Dakun Zhifang
took place on 7 August 2018 in accordance with the terms and

conditions of the agreement.

As at the date of this Annual Report, Dakun Zhifang was owned
as to 40% by Zhangjiakou Hua Yu (an indirect wholly-owned
subsidiary of the Company), 40% by Dongsheng Real Estate
Development (Zhangjiakou) Co., Ltd." R B & o & B ¥
£ IR K H A A H), a company established in the PRC
(“Zhangjiakou Dongsheng”), 19% by Heng Sheng, a company
established in the PRC, 0.76% by Mr. Ji Hai (3£¥F) and 0.24%
by Ms. Ji Ling (¥£%).

As Zhangjiakou Dongsheng is indirectly wholly-owned by Mr.
Shi, the chairman, chief executive officer and an executive
Director of the Company, Zhangjiakou Dongsheng is an associate
of Mr. Shi and thus is a connected person of the Company
under the Listing Rules. Accordingly, the acquisition constitutes
a connected transaction of the Company under Chapter 14A of
the Listing Rules. As one or more of the applicable percentage
ratios in respect of the acquisition exceed 0.1% but are all less
than 5%, the acquisition contemplated under the Dakun Zhifang
Agreement and the transactions contemplated thereunder are
subject to reporting and announcement requirements under
Chapter 14A of the Listing Rules, but are exempt from circular
and independent Shareholders’ approval requirements under
Rule 14A.76(2)(a) of the Listing Rules.
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(¢) Financial Assistance to Dakun Zhifang

Reference is made to the announcement of the Company
dated 13 September 2018 in relation to an agreement entered
into between Zhangjiakou Hua Yu and the other shareholders
of Dakun Zhifang as lenders, and Dakun Zhifang as borrower
in respect of a loan in the principal amount of RMB177.75
million (equivalent to approximately HK$203.91 million) dated
13 September 2018 (the “Loan Agreement”) in respect of the
provision of financial assistance to Dakun Zhifang. Pursuant to
the Loan Agreement, Zhangjiakou Hua Yu agreed to provide
a loan up to RMB71.10 million (equivalent to approximately
HK$81.57 million) to be advanced by Zhangjiakou Hua Yu
to Dakun Zhifang under the Loan Agreement (the “Loan”),
representing 40% of the principal amount of RMB177.75 million
(equivalent to approximately HK$203.91 million) to be advanced
by all the shareholders of Dakun Zhifang without interest for a
term of 3 years commencing from the date on which the Loan is

drawdown.

As Dakun Zhifang is owned as to 40% by Zhangjiakou
Dongsheng, a company indirectly wholly-owned by Mr. Shi, the
chairman, chief executive officer and an executive Director of
the Company, Dakun Zhifang is an associate of Mr. Shi and thus
is a connected person of the Company under the Listing Rules.
Accordingly, the provision of financial assistance under the Loan
Agreement, on the part of Zhangjiakou Hua Yu (i.e. the Loan),
also constitutes a connected transaction of the Company under
Chapter 14A of the Listing Rules. However, as the financial
assistance is provided to Dakun Zhifang on normal commercial
terms and in proportion to the equity interest directly held
by the Company’s subsidiary in Dakun Zhifang, the financial
assistance provided by Zhangjiakou Hua Yu to Dakun Zhifang
is fully exempt under Chapter 14A.89 of the Listing Rules.
As such, the provision of financial assistance under the Loan
Agreement, on the part of Zhangjiakou Hua Yu (i.e. the Loan),
is only subject to the reporting and announcement requirements

under Chapter 14 of the Listing Rules.
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(d) Acquisition of 75% Equity Interest in Yidao Town

Real Estate

Reference is made to the announcement of the Company dated
18 December 2018 in relation to, inter alia, the acquisition of

Yidao Town Real Estate, a company incorporated in the PRC.

Pursuant to the Yidao Town Real Estate Agreement entered
into between Eco-Town Development, a company incorporated
in the PRC and Xinmen Real Estate, an indirect wholly-owned
subsidiary of the Company, Eco-Town Development shall
transfer 75% equity interest of Yidao Town Real Estate to
Xinmen Real Estate upon completion of the acquisition, and
Yidao Town Real Estate will be owned as to 75% by the Group.
All conditions precedent set out in the Yidao Town Real Estate
Agreement have been fulfilled and completion of the acquisition
of 75% of registered capital of Yidao Town Real Estate took
place on 19 December 2018 in accordance with the terms and

conditions of the agreement.

As Eco-Town Development is wholly-owned by Dongsheng
Cultural Tourism, a company incorporated in the PRC and is
owned as to 30% by Mr. Shi’s mother and 70% by Mr. Shi, the
Chairman, Chief Executive Officer and an executive Director
of the Company, Eco-Town Development is an associate of
Mr. Shi and thus is a connected person of the Company under
the Listing Rules. Accordingly, the Yidao Agreement and the
transaction contemplated thereunder constitute a connected
transaction of the Company under Chapter 14A of the Listing
Rules.

As the consideration of the acquisition of 75% equity interest in
Yidao Town Real Estate is less than HK$3,000,000 and each of
the applicable percentage ratios is less than 5%, the acquisition
by Xinmen Real Estate contemplated under the aforesaid
agreement and the transaction contemplated thereunder is
a de minimis transaction and all the connected transaction

requirements including shareholders” approval, annual review
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and all disclosure requirements are fully exempted under Rule
14A.76(1)(c) of the Listing Rules. Despite its voluntary nature,
the review of the acquisition of 75% equity interest in Yidao
Town Real Estate would provide the Shareholders with a better
understanding of the ongoing business development of the

Company.

CONTINUING CONNECTED
TRANSACTIONS

During the Year, the Group had the following continuing
connected transaction which was subject to the reporting and
announcement requirements under Chapter 14A of the Listing
Rules:

Reference is made to the Circular of the Company dated 12
August 2014. On 4 September 2014, the Company, Four Seas
(an indirect non-wholly owned subsidiary of the Company)
and HK Four Seas entered into a service agreement (the
“Ist Service Agreement”). Pursuant to which, HK Four Seas
agreed to provide certain information technology, trade mark
licensing, back office support and air ticket purchase agency
services to Four Seas for a monthly fee of HK$100,000 (in
addition to the agency fee payable by Four Seas to HK Four
Seas) for a term of three years commencing from 4 September
2014.

As HK Four Seas was/is a connected person of the Company,
the Ist Service Agreement and the transactions contemplated
thereunder constituted a continuing connected transaction of
the Company (the “CCT1”) which was subject to independent
shareholders™ approval. The extraordinary general meeting of
the Company for the CCT1 (the “CCT EGM”) was held on 29
August 2014 and the CCT1 with annual caps (for both service
fee and agency fee) at a total of HK$2.32 million, HK$7.29
million, HK$7.66 million and HK$5.36 million for the years
ended 31 December 2014, 2015, 2016 and 2017, respectively,
were approved during the CCT EGM. The 1st Service
Agreement was terminated on 30 November 2016 and a 2nd
service agreement (the “2nd Service Agreement”) was entered
into between the same parties for a term from 1 October 2016
to 3 September 2017 (both dates inclusive) (the “CCT2”) with
an annual cap (for both service and ticket and agency fee)
at a total of HK$109.58 million and HK$309.36 million for



the year ended 31 December 2016 and 31 December 2017
respectively. The 2nd Service Agreement was terminated on 3
September 2017 and a 3rd service agreement (the “3rd Service
Agreement”) was entered into between the same parties for a
term from 4 September 2017 to 3 September 2018 (both dates
inclusive) (the “CCT3”) with an annual cap (for both service
and ticket and agency fee) at a total of HK$95.67 million and
HK$209.55 million for the years ended 31 December 2017 and
31 December 2018 respectively. The 3rd Service Agreement was
terminated on 3 September 2018 and a 4th service agreement
(the “4th Service Agreement”) was entered into between the
same parties for a term from 4 September 2018 to 3 September
2019 (both dates inclusive) (the “CCT4”). The scope of the
services under the 1st Service Agreement, the 2nd Service
Agreement, the 3rd Service Agreement and the 4th Service
Agreement are fundamentally the same. The new annual caps
(for both service fee and ticket and agency fee) for the CCT4
were determined at a total of HK$242.11 million, i.e. HK$75.87
million from 4 September 2018 to 31 December 2018 and
HK$166.24 million from 1 January 2019 to 3 September 2019.
The previous annual caps have not been exceeded at any point in
time. And none of directors of the Company have any material
interest in the Service Agreement. The 4th Service Agreement
is a continuation of the existing arrangements under the 1st
Service Agreement, the 2nd Service Agreement and the 3rd
Service Agreement.

As (i) HK Four Seas is a connected person at the subsidiary
level of the Company; (ii) the continuing connected transactions
contemplated under the Service Agreement are on normal
commercial terms; and (iii) the Board (including all the
independent non-executive Directors) has approved the
CCT4 and confirmed that the terms of the CCT4 are fair and
reasonable and that the CCT4 are on normal commercial terms
and in the interests of the Company and the Shareholders as
a whole, according to Rule 14A.101 of the Listing Rules, the
CCT4 contemplated under the 4th Service Agreement are
subject to the reporting and announcement requirements but
are exempt from the circular, independent financial advice and
shareholders™ approval requirements. For details, please refer to
the announcements of the Company dated 16 November 2018.

The aggregated amount paid by Four Seas to HK Four Seas
under the 3rd Service Agreement for the period from 1
January 2018 to 3 September 2018 amounted to approximately
HK$153.63 million and the aggregated amount paid by Four
Seas to HK Four Seas under the 4th Service Agreement for the
period from 4 September 2018 to 31 December 2018 amounted
to approximately HK$74.72 million. The Company confirms that
the aggregated amount paid to HK Four Seas for the Year had
not exceeded the annual caps for the Year.

The Company confirms further that it has complied with the
disclosure requirements in accordance with Chapter 14A of the
Listing Rules.
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Confirmations from the independent
non-executive Directors and auditors of the
Company

Pursuant to Rule 14A.55 of the Listing Rules, the independent
non-executive Directors have reviewed the above continuing
connected transactions and other fully exempted continuing
connected transaction(s) during the Year and confirmed that the
transactions have been entered into:

(i) in the ordinary and usual course of the business of the
Group;
(ii) on normal commercial terms; and

(iii) in accordance with the relevant agreements governing
them on terms that are fair and reasonable and in the
interests of the Shareholders as a whole.

KPMG, the auditor of the Company (the “Auditor”), was
engaged to report on the Group’s continuing connected
transactions in accordance with Hong Kong Standard
on Assurance Engagements 3000 (Revised) “Assurance
Engagements Other Than Audits or Reviews of Historical
Financial Information” and with reference to Practice Note
740 “Auditor’s Letter on Continuing Connected Transactions
under the Hong Kong Listing Rules” issued by the Hong Kong
Institute of Certified Public Accountants. The Auditor has issued
their unqualified letter containing the auditor’s findings and
conclusions in respect of the continuing connected transactions
disclosed by the Group in accordance with Main Board Listing
Rule 14A.56. A copy of the auditor’s letter has been provided by
the Company to The Stock Exchange of Hong Kong Limited.

Save as disclosed above, a summary of significant related party
transactions, which do not constitute connected transactions,
made during the Year is disclosed in note 33 to the consolidated
financial statements.

AUDIT COMMITTEE

The Company has established an Audit Committee with written
terms of reference in compliance with the Listing Rules.
The Audit Committee presently comprises two independent
non-executive Directors, namely Mr. Suei Feng-jih (being the
chairman of the Audit Committee with effect from 25 June
2018) and, Mr. He Qi and a non-executive Director, namely Ms.
Song Sining. Mr. Law Wang Chak, Waltery was the chairman of
the Audit Committee before his retirement with effect from 25
June 2018.
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The Group’s annual results for the Year have been reviewed
by the Audit Committee, which was of the opinion that the
preparation of such annual results complied with the applicable
accounting standards and requirements and that adequate
disclosures were made.

CODE OF CONDUCT REGARDING
DIRECTORS® SECURITIES
TRANSACTIONS

The Company has adopted a code of conduct regarding
Directors’ securities transactions on terms no less exacting than
the required standard set out in the Model Code contained in
the Listing Rules. Specific enquiry has been made to all the
Directors and the details of the compliance are set out on page
42 of this Annual Report.

CORPORATE GOVERNANCE

Save as disclosed in the Corporate Governance Report on pages
38 to 46 of this Annual Report, the Company has complied with
the code provisions as set out in the Corporate Governance
Code (the “CG Code”) as in Appendix 14 to the Listing Rules
throughout the Year. The Company will continue to review
and enhance its corporate governance practices to ensure
compliance with the CG Code.

Information on the corporate governance practices adopted by
the Company is set out in the Corporate Governance Report on
pages 38 to 46 of this Annual Report.

SIGNIFICANT LEGAL PROCEEDINGS

During the Year, the Company had not involved in any litigation
or arbitration of material importance and no litigation or claim
of material importance is known to the Directors to be pending
or threatened against the Company.

SUFFICIENCY OF PUBLIC FLOAT

Based on information publicly available to the Company and to
the knowledge of the Directors, at least 25% of the Company’s
total issued share capital, the prescribed minimum percentage
of public float approved by the Stock Exchange and permitted
under the Listing Rules, are held by the public at all times as of
the date of this Annual Report.
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EVENTS AFTER THE REPORTING
PERIOD

(a) Top-Up Placing and Subscription

On 25 January 2019 (after trading hours), OVRE as vendor
and certain number of individuals (who are independent third
parties) as places (the “Placees”) entered into the sale and
purchase agreement (the “SPA”), under which OVRE agreed
to sell and the Placees agreed to purchase the Shares of up to
156,460,000 Shares (the “Placing Shares”) at HK$0.145 per
Share. On the same date, the Company as issuer entered into
the subscription agreement with OVRE as subscriber (the
“Subscription Agreement”) for the subscription of 156,460,000
Shares at HK$0.145 per Shares (the “Subscription”).

Upon completion of the placing under the SPA and the
Subscription under the Subscription Agreement and assuming
the sale and purchase of all the Placing Shares will be
completed, the aggregate gross proceeds from the Subscription
will be approximately HK$22,686,700 and the Company intends
to use the net proceeds of approximately HK$22,186,700 from
the Subscription for (i) pursuing the strategy of the Company to
develop travel services and characteristic towns and to expand
project resources and business development opportunities; (ii)
improving service quality of existing travel services projects
of the Company; and (iii) general working capital use of the
Company.

The Subscription would constitute a connected transaction for
the Company that is exempted from all connected transaction
requirements pursuant to Rule 14A.92(4) if it is completed
within 14 days after the execution of the SPA. As such, the
Subscription is not subject to Shareholders’ approval as the
Subscription Shares will be issued under the general mandate
granted to the Directors pursuant to an ordinary resolution
passed at the Company’s annual general meeting held on 25
June 2018.

For details, please refer to the announcement of the Company
dated 25 January 2019.



(b) Change in control in the board of directors in

Dakun Zhifang and Hongshan

(i) Change in composition of the board of directors of

Dakun Zhifang

Pursuant to a shareholders’ resolution of Dakun Zhifang passed
on and the revised articles of association dated 29 March 2019,
the composition of the board of directors of Dakun Zhifang has
been amended. Pursuant to these revisions, the directors of
the Company consider that the Group will have the power to
control Dakun Zhifang through its power to control the board of
directors of Dakun Zhifang from that date onwards.

(ii) Revisions to shareholder agreements on the Group’s

acquisitions (gfinf(frm'ts- in other entities

Subsequent to the announcements made by the Company on
22 January 2018 and 6 June 2018 in relation to the Group’s
acquisitions of 40% interests in Great Ascent and Yiersan,
respectively, the Company and the other shareholders of these
two entities have re-negotiated certain terms as stipulated in the
previous agreements, including but not limited to revisions made
to the power to appoint the board of directors of the respective
entities, and entered into revised agreements on 29 March
2019. Pursuant to these revised agreements, the directors of the
Company consider that the Group will have the power to control
these two entities through its power to control the respective
entities” board of directors upon completion of the acquisitions.
At the date of this Annual Report, the above acquisitions have
yet to be completed.

REPORT OF THE DIRECTORS

REPURCHASE, SALE OR
REDEMPTION OF THE COMPANY’S
LISTED SECURITIES

During the Year, the Company did not redeem any of its Shares
listed on the Stock Exchange nor did the Company or any of its

subsidiaries purchase or sell any such shares.

INDEPENDENT AUDITOR

The consolidated financial statements of the Group for the Year
have been audited by KPMG who will retire and, being eligible,
offer themselves for re-appointment at the forthcoming annual

general meeting.

On behalf of the Board

Mr. Shi Baodong

Chairman

Hong Kong
29 March 2019
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The Company is committed to the establishment of good
corporate governance practices and procedures. The corporate
governance principles of the Company emphasize accountability
and transparency to its Shareholders. Periodic review will be
made to the corporate governance practices to comply with the
regulatory requirements. After review of the effectiveness of the
risk management and internal control systems during the Year,

the Company considered them effective and adequate.

BOARD COMPOSITION AND BOARD
PRACTICES

As at 31 December 2018, the Board consisted of seven Directors,
including the Chairman, Mr. Shi Baodong, who is also the Chief
Executive Officer and an executive Director, two additional
executive Directors, one non-executive Director and three
independent non-executive Directors. Not less than one-third
of the Board is independent non-executive Directors. A list of
Directors and their respective biographies are set out on pages
22 to 25 of this Annual Report.

The Board composition is regularly reviewed to ensure that it has
a balance of skills and experience appropriate for the requirement
of the business of the Group. A balanced composition of
executive Directors and non-executive Directors is maintained to
ensure independence and effective management. The Company
has satisfied the relevant provision of the Listing Rules in having
at least one of the independent non-executive Directors with
appropriate professional qualifications or accounting or related

financial management expertise.

The appointment of Directors is recommended by the
Nomination Committee and approved by the Board based on a
formal written procedure and policy for the appointment of new
Director(s). When selecting potential candidates for Director(s),
their skills, experience, expertise, devotion of time and conflicts
of interests are the key factors. All the current non-executive
Directors and independent non-executive Directors were
appointed for a term of three years. All Directors (including
non-executive and independent non-executive Directors) are
subject to retirement by rotation at least once every three years

in accordance with the Articles of Association.
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The Board has adopted a policy on board diversity. With a view to
achieving a sustainable and balanced development, the Company
sees increasing diversity at the Board level as an essential element
in supporting the attainment of its strategic objectives and its
sustainable development. In designing the Board’s composition,
Board diversity has been considered from a number of aspects,
including but not limited to gender, age, cultural and educational
background, ethnicity, professional experience, skills, knowledge
and length of service. All Board appointments will be based on
meritocracy, and candidates will be considered against objective
criteria, having due regard for the benefits of diversity on the
Board.

The Board is collectively responsible for the formulation of the
Group’s strategy, overseeing the management of the business
and affairs of the Group. The Board delegates the day-to-day
management, administration and operations of the Group’s
business to the management of the relevant segments and
divisions. The management is responsible for the implementation
and adoption of the Company’s strategies and policies. The
delegated functions and tasks are periodically reviewed by the
Board.

Every newly appointed Director is provided with an induction on
the first occasion of his/her appointment to ensure that he/she has
adequate understanding of the businesses and operations of the
Group. The Directors are also kept informed on a timely basis
of their responsibilities and obligations under the Listing Rules,
as well as other relevant statutory or regulatory requirements.
The Company also encourages its Directors to participate in

continuous professional development programmes.

All Directors have been fully consulted about any matters
proposed for inclusion in the agenda of regular meetings. With
the assistance of the executive Directors, the Chairman seeks to
ensure that all Directors are properly briefed on issues arising
at board meetings and have received adequate and reliable

information in a timely manner.



The Board held 19 meetings in the Year:

Attendance
(Number of
Meetings attended/
Eligible to attend)
Executive Directors
Shi Baodong 19/19
Mo Yueming (with effect from 2 May 2018) 11/11
Zhao Huining 15/18
Wang Jianhua (resigned with effect from
2 May 2018) 6/6
Non-executive Directors
Song Sining 19/19
Independent Non-executive Directors
Dong Xiaojie 17/19
He Qi 18/19
Suei Feng-jih
(with effect from 25 June 2018) 9/9
Law Wang Chak, Waltery
(retired with effect from 25 June 2018) 9/10

Notices of at least fourteen days are given to the Directors
for regular meetings, while relevant documents are sent to
the Directors not less than three days before the intended
date of a board or board committee meeting. With respect to
other meetings, the Directors are given as much notice as is
reasonable and practicable in the circumstances. The Directors
can attend meetings in person or through other means of
electronic communication in accordance with the Articles
of Association. The company secretary of the Company (the
“Company Secretary”) ensures that the procedures and all
applicable rules and regulations are complied with. Minutes of
board meetings and board committees meetings are kept by the
Company Secretary and are available for inspection at any time

on reasonable notice by any Director.
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The Directors have full access to information on the Group and
are able to obtain independent professional advice whenever they
deem necessary. Memorandums are issued to the Directors from
time to time to update them with legal and regulatory changes
and matters of relevance to the Directors in the discharge of their

duties.

CORPORATE GOVERNANCE CODE

The Company has complied with the code provisions as set out
in the CG Code and corporate governance report contained in
Appendix 14 of the Listing Rules throughout the Year except for
a deviation from code provisions A.2.1 and A.6.7 of CG Code.

Under code provision A.2.1 of the CG Code, the roles of
chairman and chief executive officer should be separated and
should not be performed by the same individual. For the period
from 11 May 2018 to date of this Annual Report, despite the
responsibilities of the chairman and the chief executive officer of
the Company vested in Mr. Shi Baodong, all major decisions are
made in consultation with the Board. The Board considers that
there is sufficient balance of power; and the current corporate
arrangement maintains a strong management position of the
Company. Save as the deviation from the code provision A.2.1
of the CG Code, in the opinion of the Directors, the Company
has complied with all code provisions as set out in the CG
Code during the Period and, where appropriate, the applicable
recommended best practices of the CG Code.

The code provision A.6.7 of the CG Code requires that the
independent non-executive directors and other non-executive
directors, as equal board members, should attend general
meetings and develop a balanced understanding of the views of
shareholders. Ms. Song Sining, Mr. Dong Xiaojie and Mr. He
Qi were unable to attend the annual general meetings of the
Company held on 25 June 2018 and Ms. Song Sining, Mr. Dong
Xiaojie, Mr. He Qi and Ms. Suei Feng-jih were unable to attend
the extraordinary general meetings of the Company held on 30
October 2018 due to other important engagement.
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MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as its own code
of conduct for dealings in securities of the Company by the

Directors.

Specific enquiries have been made with all the Directors, who
have confirmed that they complied with the required standards
set out in the Model Code during the year ended 31 December
2018.

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board is responsible for the maintenance of a sound and
effective risk management and internal control systems of the
Group and has established the Group’s internal control policies
and procedures for monitoring the internal control system.
Such systems are designated to manage rather than eliminate
the risk of failure to achieve business objectives, and can only
provide reasonable and not absolute assurance against material

misstatement or loss.

Recognizing that a well-designed and effective system of internal
control is crucial to safeguard the assets of the Company and the
Shareholders” investment and to ensure the reliability of financial
reporting as well as compliance with the relevant requirement of
the Listing Rules, a team, comprising qualified accountants and
management of the Company, has been organized to carry out

the internal audit function of the Company (the “TA Team”).

Based on the assessment of risk exposure, the IA Team formulates
audit plans periodically and ensures the audit programs cover
key internal control areas of key operating subsidiaries for the
review by the Audit Committee at regular intervals. The scopes
and timing of audit review is usually determined according to risk

assessment.
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Special reviews may also be performed on areas of concern
identified by management or the Audit Committee from time to
time. Communication channel has been established between the

IA Team and the members of Audit Committee.

The Audit Committee reviews the findings and recommendations
of the internal audit department and the senior management
in their meetings held at least twice a year and reports to the
Board on such review. In respect of the Year, the Board, through
the Audit Committee, reviewed the overall effectiveness of
the Group’s risk management and internal control systems,
covering financial, operational and compliance controls and
risk management functions, which included the adequacy of
resources, qualifications and experience of staff of the accounting
and financial reporting function, and their training programmes

and budget.

The Board believes that there are no material internal controls
deficiencies that may affect the Shareholders and an effective and
adequate risk management and internal control system is in place
to safeguard the assets of the Group. The Group will continue
to enhance the system to cope with the changes in the business

environment.

RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for preparing
the consolidated financial statements of the Group and ensure
that the preparation of the consolidated financial statements
of the Group is in accordance with statutory requirements and

applicable accounting standards.

The statement of the Auditor’s reporting responsibilities on the
consolidated financial statements of the Group is set out in the
Independent Auditor’s Report on pages 93 to 101 of this Annual
Report.



AUDITORS REMUNERATION

The consolidated financial statements for the Year was audited by
KPMG of which the term of office will retire, being eligible offer
themselves for re-appointment at the forthcoming annual general

meeting as Auditor of the Company.

For the Year, the remuneration paid or payable to KPMG
in respect of audit services and non-audit services are of
approximately HK$3.19 million and HK$0.32 million,

respectively. Details are set out below:

Fee paid/payable
HK$°000
Audit services
— statutory annual audit 3,188
Non-audit services
— other non-audit service 319
3,507

COMPANY SECRETARY

Mr. Ip Pui Sum (“Mr. Ip”), the Company Secretary, is an
external service provider to the Company and a Certified Public
Accountant practicing in Hong Kong. He has taken no less than
15 hours of relevant professional training as required by Rule 3.29

of the Listing Rules.

CONTINUOUS PROFESSIONAL
DEVELOPMENT FOR DIRECTORS
AND SENIOR MANAGEMENT

The Directors must keep abreast of their collective
responsibilities. Each newly appointed Director receives an
induction package covering the Group’s businesses and the
statutory and regulatory obligations of a director of a listed

company.

Apart from updates on regulatory changes and governance
developments provided by the Company, the Directors are

encouraged to participate in professional trainings and seminars

CORPORATE GOVERNANCE REPORT

to develop and refresh their knowledge and skill. During the
Year, training had been provided by external professional parties.
Further, the Company continuously provided reading materials
and other updated information regarding latest development of
the Listing Rules and other applicable regulations to Directors

for their reference and studying.

The Company encourages the senior management to improve
their professional knowledge by attending the external seminars
and participate in the internal trainings provided by the

Company.

AUDIT COMMITTEE

For the Year, the Audit Committee consists of two independent
non-executive Directors, namely Mr. Suei Feng-jih (being the
chairman of the Audit Committee with effect from 25 June 2018)
and Mr. He Qi and a non-executive Director, Ms. Song Sining.
Mr. Law Wang Chak, Waltery was the chairman of the Audit

Committee before his retirement with effect from 25 June 2018.

The principal duties of the Audit Committee, in accordance with
its terms of reference, are substantially the same as those under
the CG Code, including the review of the Group’s financial
reporting system and internal control procedures, review of
financial information of the Group, review of half-yearly and
annual results of the Group, unless expressly addressed by a
separate risk committee, or the Board itself, review of the risk
management and internal control systems, the effectiveness of
the Company’s internal audit function, and its other duties under

the CG Code, and review of the relationship with the Auditor.

The Audit Committee has also been delegated by the Board to
be responsible for performing the corporate governance duties
under the CG Code, which includes developing and reviewing
the Company’s policies and practices on corporate governance
and make recommendations to the Board, reviewing and
monitoring the training and continuous professional development
of Directors and senior management, reviewing and monitoring
the Company’s policies and practices compliance with the
legal and regulatory requirements, and review the Company’s

compliance with the CG Code.
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The Audit Committee had 3 meetings in the Year in which
representatives of the management were present to review the
interim and final results, the interim report and annual report
and other financial, internal control and corporate governance

matters. The Auditor was present in one of the meetings.

Attendance

(Number of

Meetings attended/

Audit Committee Eligible to attend)

Suei Feng-jih (Chairman)

(with effect from 25 June 2018) 2/2
Law Wang Chak, Waltery (Chairman)

(retired with effect from 25 June 2018) 1/1

He Qi 3/3

Song Sining 3/3

The Audit Committee reviewed the Group’s annual and interim
results for the Year, the internal and external reports on the
risk management, term of reference, internal control and the

corporate governance policy.

REMUNERATION COMMITTEE

The Remuneration Committee performs the remuneration
function under the CG Code. The Remuneration Committee
consists of one executive Director, namely Mr. Shi Baodong, and
two independent non-executive Directors, namely Mr. Dong
Xiaojie (Chairman of the Remuneration Committee) and Mr.

Suei Feng-jih.

The principal duties of the Remuneration Committee, in
accordance with its terms of reference, which are substantially
the same as those under the CG Code, include determining
the policy for the remuneration of executive Directors,
assessing performance of executive Directors, approving the
terms of executive Directors’ service contracts, and making
recommendations to the Board on the remuneration packages of

individual executive Directors and senior management.
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The Remuneration Committee had held 2 meetings in the Year

and the attendance record is set out below:

Attendance
(Number of
Meetings attended/
Remuneration Committee Eligible to attend)
Dong Xiaojie (Chairman) 2/2
Shi Baodong 2/2
Zhao Huining (resigned with effect from
24 August 2018) 2/2
Suei Feng-jih (with effect from
25 June 2018) 1/1
Law Wang Chak, Waltery (retired with
effect from 25 June 2018) 1/1

The Remuneration Committee reviewed the policies for the
remuneration of executive Directors and senior management,
including basic salaries, discretionary performance bonus and
other emoluments, based on skills, knowledge, involvement
in the Company’s affairs and performance of the individual
executive Director and senior management with reference
to the Company’s performance and profitability, as well as
industry practice. Directors’ fees for all Directors are subject to

Shareholders” approval at general meeting.

Reimbursement is allowed for out-of-pocket expenses incurred
in connection with the performance of their duties including

attendance at board meetings and committee meetings.

NOMINATION COMMITTEE

The Nomination Committee performs the nomination function
under the CG Code. The Nomination Committee consists of one
executive Director, namely Mr. Shi Baodong (Chairman of the
Nomination Committee), and two independent non-executive

Directors, namely Mr. He Qi and Mr. Suei Feng-jih.



The principal duties of the Nomination Committee, in
accordance with its terms of reference, which are substantially
the same as those under the CG Code, include review on the
structure and composition of the Board, identification of suitably
qualified Board candidates, and determining the policy for the

nomination of Directors.

The Nomination Committee had held 4 meetings in the Year and

the attendance record is set out below:

Attendance
(Number of
Meetings attended/
Nomination Committee Eligible to attend)
Shi Baodong (Chairman) 4/4
Zhao Huining (resigned with effect from
24 August 2018) 3/3
He Qi 4/4
Suei Feng-jih (with effect from
25 June 2018) 2/2
Law Wang Chak, Waltery (retired with
effect from 25 June 2018) 2/2

The Nomination Committee reviewed the structure, size and
composition of the Board, adopted a formal written procedure
and policy for the appointment of new Directors, assessed the
independence of independent non-executive Directors and
made recommendations to the Board on the appointment and

reappointment of the Directors.

Reimbursement is allowed for out-of-pocket expenses incurred
in connection with the performance of their duties including

attendance at board meetings and committee meetings.
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SHAREHOLDERS’ RIGHTS

Information is communicated to the Shareholders mainly through
the Company’s corporate communications (such as interim and
annual reports, announcements and circulars), annual general
meetings and other general meetings, as well as disclosure on the

website of the Company.

Interim reports, annual reports and circulars are sent to the
Shareholders in a timely manner and are available on the website
of the Company. The Company’s website provides Shareholders

with the corporate information of the Group.

Shareholders are provided with contact details of the Company
to enable them to make enquiries with respect to the Company’s
affairs. Shareholders can also send their enquiries to the
Company through these channels or contact Union Registrars
Limited, the branch share registrar of the Company, in case of

enquiries about their respective shareholdings in the Company.

Shareholders may at any time send their enquiries and concerns
to the Board in writing to the Company’s registered office in
Hong Kong at 2603, 26th Floor, Harbour Centre, 25 Harbour
Road, Wanchai, Hong Kong. Shareholders may also send
such enquiries and concerns to ovchina@sjzdsjt.com, an email

specifically set up by the Company for investor communications.

Annual general meeting of the Company (“AGM(s)”) allows the
Directors to meet and communicate with Shareholders. The
Company ensures that Shareholders’ views are communicated
to the Board. The chairman of the AGM proposes separate
resolutions for each issue to be considered. Members of the Audit
Committee, the Remuneration Committee and the Nomination
Committee and the external auditor also attend the AGMs to
answer questions from Shareholders. AGM proceedings are
reviewed from time to time to ensure that the Company follows
good corporate governance practices. Notices of AGMs are
distributed to all Shareholders at least 20 clear business days
prior to the respective AGMs. The accompanying circular sets
out the details of each proposed resolution and other relevant
information as required under the Listing Rules. Voting results

are posted on the Company’s website on the day of the AGM.
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The Articles of Association set out the procedures for the
Shareholders to convene general meetings, to move a resolution
at general meetings and propose a person for election as a
Director are available at the Company’s corporate website http:/

www.orientvictory.com.hk.

Extraordinary general meetings of the Company (“EGM(s)”)
shall be convened on the requisition of any one Shareholder
which is a recognized clearing house (or its nominee) or any
two or more Shareholders holding, at the date of deposit of
the requisition, not less than one-tenth of the paid up capital
of the Company having the right of voting at general meetings.
Such requisition shall be made in writing to the Board or the
Company Secretary for the purpose of requiring an EGM to be
called by the Board for the transaction of any business specified
in such requisition. Such meeting shall be held within 3 months
after the deposit of such requisition. If within 21 days of such
deposit, the Board fails to proceed to convene such meeting,
the requisitionist(s) themselves or any of them representing
more than one-half of the total voting rights of all of them may
convene such meeting, and all reasonable expenses incurred by
the requisitionist(s) as a result of the failure of the Board shall be

reimbursed to the requisitionist(s) by the Company.
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INDEPENDENT AUDITOR’S REPORT

KPMG!

Independent auditor’s report to the shareholders of Orient
Victory Travel Group Company Limited
(Incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of Orient
Victory Travel Group Company Limited (the “Company”) and its
subsidiaries (together the “Group”) set out on pages 102 to 242,
which comprise the consolidated statement of financial position
as at 31 December 2018, the consolidated statement of profit
or loss, the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes
in equity and the consolidated cash flow statement for the year
then ended and notes to the consolidated financial statements,

including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of the
Group as at 31 December 2018 and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute
of Certified Public Accountants (the “HKICPA”) and have
been properly prepared in compliance with the disclosure

requirements of the Hong Kong Companies Ordinance.

Basis for opinion

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

for our opinion.
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Key audit matters

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

these matters.

Equity accounting for the Group’s interest in China Comfort

RO i 2502 T DO % vl I R R 2

[5H 3t 2 st = JH

I S T S SE AR SR BN P SR B o R A AR A A
WA WAt i 2 BRI o JE LI AR R A S B i A
A AR ety LT S R A T B B o AV e SO
RO EBA R -

The Key Audit Matter
BH % it 2R

One of the Group’s interests in associates relates to its 49%

equity interest in China Comfort Tourism Group Company
Limited (“China Comfort”), a group which operates in the
travel market in the People’s Republic of China (the “PRC”)
and was acquired by the Group in 2015.

AR I v — P T A ) W i LR o o R i 00 42
BA R AR ([ HE | > — R 2 N RAEFu ([ep g )
A T S A A ) > R R TR R R W) #949%
JRAHERE AT B o

In order to apply the equity method of accounting, it is
necessary at the time of acquisition of the interest in an associate
to ascertain the fair values of that associate’s identifiable net
assets, by adopting the same concepts and procedures as are
used at the time of acquisition of a subsidiary. In the case of the
acquisition of the equity interest in China Comfort, the Group
concluded that the identifiable net assets of China Comfort
mainly comprised intangible assets with indefinite useful lives
which represent China Comforts trademark and distribution
network.

7 FE VR AR AL > T SEER PR 1R 77 WA B J 2 ) P
FHRIE RN SR PP > 70 I 5 2 v B 2 e S g 8 2 ] g T
e A1 P AL PR A o SEP WEOE H  RORR R ELAR
Ay Y R Al 1 A JHE PR T P AR
R SETE E e (vl RJE A B A) PTAILAR

Refer to Note 17(b) to the consolidated financial statements and the accounting policies in Notes 2(e) and 2(k)(ii).
i B A B WAL 7(0) A R M 7E2 (e) R 2(k) i) B B T R

How the matter was addressed in our audit
A g 2 5 o] B B 5% g5 0
Our audit procedures to assess the impairment for the Group’s

interest in China Comfort included the following:

FRAMD Al A8 25 B AR VLA v B RO Py 2 1 T SRR T
AFBEU TR

e evaluating management’s identification of the CGU and the
assets allocated to the CGU and assessing the methodology
adopted by management of the Group in the preparation
of the discounted cash flow forecast with reference to the

requirements of the prevailing accounting standards;

o A IR T ) B < A LA % 4 A A B 4 A AL
M » DL RAE 225 BUT Ot v I MRS R R A B AR M
B 7% A T BB G T R P AR R 85 5
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Key audit matters (continued)

INDEPENDENT AUDITOR'S REPORT
BB SEAZ IR

i 2wt IR ()

Equity accounting for the Group’s interest in China Comfort (continued)

RE £ DA% S AR WS v B OB RO RE 2 (4T

Refer to Note 17(b) to the consolidated financial statements and the accounting policies in Notes 2(e) and 2(k)(ii).

i 2 PIAR T R B HAE ML 1 7(0) LA R B E2(e) R 2(k) (i) 9 B T R =

The Key Audit Matter
B 5T B IE

As these intangible assets are not recognised at fair value

by China Comfort, the Group applies accounting policies
consistent with the Group’s policies in order to identify whether
any adjustments need to be made by the Group on an ongoing
basis when applying the equity method to measure the Group’s
share of China Comfort’s profit/loss after acquisition. This
includes assessing the intangible assets with indefinite useful
lives for impairment on an annual basis and whenever there is

any indication of impairment.

R P R N 2 (R 0 2 S T W > AR A
JH S B P — St BOR > DARRAR B0 i UV 5 T 7
R 2 4 Al e D R A A B s 1 R
BTN R o I8 QB ARAE O Hh B A 5 R A S
P58 FH 4 301 Y ST S P AT DAL P A

How the matter was addressed in our audit

FRAM i e G o o P % = O

e challenging the discounted cash flow forecast prepared by
management of the Group by comparing data therein with
the relevant data, including forecast revenue, cost of sales and
other operating expenses, contained in the financial budget
of China Comfort which was approved by management of
China Comfort, and taking into account our understanding,
experience and knowledge of the travel industry in the PRC

and the future business plans for China Comfort;

25 908 b W 4 VA A L O A ) T B B 9 TR o A
Sk SR e o A e o R L o6 P B B FE BB R
R B S (LA TN ~ 85 A e LAl 288 728 B 52
N KT B A 3k v R i g LA ~ AR R S DA R
IR R I R A S S ) > A R I L O A R B
BBl R

e comparing the actual results of the current year with
management’s assumptions and estimates in the discounted
cash flow forecast for the previous year to assess the historical

accuracy of the management's forecasting process;

o POBRACAR BE TSR AR LA BILRg _b—4R B T BBl S T
AL Be At > DA A BILRE A A L o 0 0 P e
;HE;
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Key audit matters (continued)

[3H o 2 T IR (4F)

Equity accounting for the Group’s interest in China Comfort (continued)

RO i 250 B 4 DO v R R B R R 2 (A7)

Refer to Note 17(b) to the consolidated financial statements and the accounting policies in Notes 2(e) and 2(k)(ii).

i 2[RI 1 B B A M E 1 7(0) LA R B E2(e) Re2(k ) i) 19 B TR

The Key Audit Matter

bR g 0

How the matter was addressed in our audit

F AP 2 - an o i B % IR

As at 31 December 2018, management of the Group performed

an impairment assessment of the intangible assets of China
Comfort when applying the equity method of accounting in
respect of the Group’s interest in China Comfort. Management
of the Group concluded that the business of China Comfort as
a whole comprises a single cash-generating unit (the “CGU”)
and the recoverable amounts of the intangible assets were
determined based on a value in use calculation by preparing
a discounted cash flow forecast for the operations of China
Comfort.

REF—)EFZA=H > R A R R
Vo R P AR 2 2 OB 2 DA o 3B vl I B P ST W e
A7 WA RPN o SLAR A B R Ry o v I RRORE A BE R 26
— I B < A LA (B e A WAL 1) AR, » T ST ¥ 1Y
A W I < A e R R ) 47 BB T A B
R o

We identified equity accounting for the Group’s interest in
China Comfort as a key audit matter because the assessment
of potential impairment of the intangible assets of China
Comfort could have a significant impact on the Group’s share
of net assets of China Comfort and because the assessment
of potential impairment of China Comforts intangible assets
is based on a discounted cash flow forecast which includes a
number of assumptions and estimates, particularly in relation to
forecast revenue, cost of sales and other operating expenses, the
long-term growth rate for the travel industry and the discount
rate applied, all of which require the exercise of significant

judgement and could be subject to management bias.

FRAM 5 Rl 25 A% SR I I O ) R i ) s O B
I > R Ay A v o EROIAME TS S Y TR Dk 3 AR I A
R L ) A A FEOKS A o 3 LA R R P B
BLEHT > 07 AR RS RSt > e T
A~ S A BB BISE ~ IRIEAT SR R R R KA
B > 3 R mEOA B B AT e AR AT SRR S

e comparing the long-term growth rate for the travel industry
with external market data and, with the assistance of our
internal valuation specialists, evaluating the discount rate
applied in the discounted cash flow forecast by comparing it
with those of comparable companies in the same industry;

and

o PG AR S A IR BT 0 R SR BN T S 8 5 AR TRAM P
AR BT > 2538 b seHT BB 4 it 2 T v o e
B P B 5 B () 47 3 0 % LU A RO DT BLR » Al T 1
B 5 K&

e obtaining from management of the Group sensitivity analyses
of the key assumptions adopted in the discounted cash flow
forecast, assessing the impact of changes in the long-term
growth rate for the travel industry and the discount rate
applied on the conclusions reached in the impairment
assessment and considering whether there were any indicators

of management bias in the selection of key assumptions.

o [F SR L )T B B A WL e O R ) A1
PR BRI AMATT ~ AR A S 1R 94 1R 3 R B P A B 3 4
5 SO YAl P 2 B0 i A 5 S DL % R A AT %
SR R AR AR A B AR AL -
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Information other than the consolidated
financial statements and auditor’s report
thereon

The directors are responsible for the other information. The
other information comprises all the information included in the
annual report, other than the consolidated financial statements

and our auditor’s report thereon.

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

assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial statements
or our knowledge obtained in the audit or otherwise appears to

be materially misstated.

If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this

regard.

Responsibilities of the directors for the
consolidated financial statements

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

whether due to fraud or error.

INDEPENDENT AUDITOR'S REPORT
B S AL
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Responsibilities of the directors for
the consolidated financial statements
(continued)

In preparing the consolidated financial statements, the directors
are responsible for assessing the Group’s ability to continue as a
going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless
the directors either intend to liquidate the Group or to cease

operations, or have no realistic alternative but to do so.

The directors are assisted by the Audit Commiittee in discharging
their responsibilities for overseeing the Group’s financial

reporting process.

Auditor’s responsibilities for the audit of
the consolidated financial statements

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

person for the contents of this report.

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

on the basis of these consolidated financial statements.
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Auditor’s responsibilities for the audit
of the consolidated financial statements
(continued)

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

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

control.

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

Group’s internal control.

= Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and

related disclosures made by the directors.

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

the Group to cease to continue as a going concern.

INDEPENDENT AUDITOR'S REPORT
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Auditor’s responsibilities for the audit
of the consolidated financial statements
(continued)

= Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and

events in a manner that achieves fair presentation.

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

audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in

internal control that we identify during our audit.

We also provide the Audit Committee with a statement that we
have complied with relevant ethical requirements regarding
independence and communicate with them all relationships and
other matters that may reasonably be thought to bear on our

independence and, where applicable, related safeguards.
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Auditor’s responsibilities for the audit
of the consolidated financial statements
(continued)

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

interest benefits of such communication.

The engagement partner on the audit resulting in this

independent auditor’s report is Wan Chi Yau, Charles.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

29 March 2019
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

AR iR AR AR

For the year ended 31 December 2018 # % —%F—/4E+ZH=1+—HIL4EE
(Expressed in Hong Kong dollars (“‘HK$”)) (PA#IT ([¥78]) F17R)

2018

—E2 )\

Note $°000
Kt T

248,672

(230,554)

18,118
5,395

(64,507)

(17,314)

Continuing operations: FRER B
REVENUE A

Cost of sales B AR

Gross profit A

Other income H Al A

Selling, general and administrative expenses ~ $§8 ~ — R RATBBA X
Share of losses of associates FEAG TR 2 W) s 1R
Loss from operations Ft=g 2]

Finance (costs)/income W (BH), WA

Gain on disposal of a subsidiary

A [T B 2 ) e i

(58,308)
(2,174)
492

(59,990)

(59,990)

2,097
(57,893)

LOSS BEFORE TAXATION Bk A58 i A 4

Income tax IREyih

LOSS FOR THE YEAR FROM AN R B TR
CONTINUING OPERATIONS

Discontinued operation: DAL BB -

Profit/(loss) for the year from discontinued ENBRIEREEBERAN
operation (E#)

LOSS FOR THE YEAR ENEE

Attributable to: FEAS Ty -

Equity owners of the Company PN/ R R 2PN

— continuing operations — RS

— discontinued operation — BERILRE L

(58,494)
2,416

(56,078)

The notes on pages 112 to 242 form part of these consolidated

financial statements.
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2017
e S w3
$°000

Tt
(Restated)
(FEHESY)
(Note)

(Hfiit)

238,030

(219,315)

18,715
4,366
(64,979)
(13,517)

(55,415)

2,548

(52.867)
(36)

(52,903)

(3,128)
(56,031)
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
ARG HIE AR

For the year ended 31 December 2018 # % —%F—/4E+ZH=1+—HI4EE
(Expressed in Hong Kong dollars (“HKS$”)) (PA#7E ([¥#78]) F17R)

2018 2017

=%\ e S wic3

Note $°000 $°000

M it Tt T

(Restated)

(#E&E )

(Note)

(Hf7E)

Non-controlling interests Iy ehE #

— continuing operations — PR (1,496) (7,797)
— discontinued operation — DR ILRE (319) (1,388)
(1,815) (9,185)
LOSS FOR THE YEAR N R (57,893) (56,031)
Basic and diluted loss per share B A I R s 1R 12 (ER@ e eenigl  (HK$0.46 cents)

(0.64 ¥4Il (0.46 HeAll)

Note:  The restatement of comparative information is attributable to FEFRE = WA B RESIT BEER - LLICRORE Tt Tk I A0 SR B T T 5 o

the discontinued operation as disclosed in Note 8. The Group AR R — )\ F— H — H & R B o H R e 4R
has initially applied HKFRS 15 and HKFRS 9 at 1 January 1555 B A o5 A s R o HE B SR OSE o ARR TR IR PN > LR
2018. Under the transition methods chosen, comparative BRI S o FRHE(c)

information is not restated. See Note 2(c).

The notes on pages 112 to 242 form part of these consolidated — 5#112F 452421 Bl il Fifiek 7 % & AT W g — iy o

financial statements.
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CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME

Aok oy 4H 2 B H At 2 i Wi g R

For the year ended 31 December 2018 # % —%F—/4E+ZH=1+—HIL4EE
(Expressed in HKS) (PA#SICHI7R)

2018 2017

—F—)\4F e Sl ot o

$000 $000

Tt Tt

(Restated)

(4 FE5Y)

(Note)

(Hf#E)
LOSS FOR THE YEAR A N e TR (57,893) (56,031)

OTHER COMPREHENSIVE INCOME FERHBEEBA (BRBE)
FOR THE YEAR (AFTER TAX)

Items that may be reclassified subsequently HEL G EAHERmIIEHA -

to profit or loss:

— exchange differences on translation of — PO BT A A s R e ) T O 2
financial statements of foreign operations (22,951) 30,273
— exchange reserve recycled to profit or — WA " & B AR
loss upon disposal of subsidiaries TEE S5 foti i (908) =
559 [
TOTAL COMPREHENSIVE INCOME RN AT\ B
FOR THE YEAR (81,752) (25,758)
Attributable to: JEAG Ty
Equity owners of the Company AN FRESE TR N
— continuing operations — R T (81,188) (15,439)
— discontinued operation — BRIERE £ 1,358 (1,433)
(79,830) N (16,872)
Non-controlling interests BT S
— continuing operations - ﬁﬁ REEH (1,484) (7,743)
— discontinued operation ORI RS EH (438) (1,143)
(1.922) [ (8,886)
TOTAL COMPREHENSIVE INCOME GANEATTL N
FOR THE YEAR (81,752) (25,758)

Note:  The restatement of comparative information is attributable to FRRE < B B RESRT R o LB BORL Tk O AR Ik 40 SR R R A o
the discontinued operation as disclosed in Note 8. The Group AR e — )\ — H — H R 75 v B 5 i i S 5
has initially applied HKFRS 15 and HKFRS 9 at 1 January 2018. L5905 B 75 i 1 A i i Y U BB OSR o ARBR PR IR I s > LR
Under the transition methods chosen, comparative information BRI TS o S FE2(c)

is not restated. See Note 2(c).

The notes on pages 112 to 242 form part of these consolidated SE1128E £ 55240 E P sl W itk 2 45 & S R B — 3040y ©

financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
A B IR DR

As at 31 December 2018 A —F—/\F+_H=+—H
(Expressed in HK$) (PA#ICH7R)

Note

Mk
NON-CURRENT ASSETS FE ¥ Bh ¥
Property, plant and equipment Wk~ B B 13
Intangible assets LA B 14
Lease prepayments A AT SR0E 31(b)
Goodwill [k 15
Interests in associates AT A W] RS 17
Other financial assets oAl 4 il 18
CURRENT ASSETS i B ¥
Inventories Pty 19
Trade receivables JEWCHE Zh HRaK 20
Prepayments, deposits and other receivables ~ FHAT I ~ #54& K I AbENK

I 21

Restricted bank deposits Z R BSRATR 22
Cash and cash equivalents B4 BB 4%EIEA 23
CURRENT LIABILITIES i B £1 15
Trade payables JEA B 2 Bk 24
Contract liabilities HHIAas 25
Other payables and accruals A Ak % RE it 26
Short-term borrowings K 27
NET CURRENT ASSETS it B B

The notes on pages 112 to 242 form part of these consolidated

financial statements.

2018
—&F )N\
$:000
Tt

103,576
18,128
27,684
12,994

391,253
71,063

624,698

69,986
25,578

81,680
11,794
188,873

377,911

26,701
1,223
170,209
13,226

211,359

166,552

399,271

417,679

63,791
28,159

15,249
43,448
357,696

508,343

SR 112 250 242 P A it ek 2 i B B SR A — R A o
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

B BB IR DL

As at 31 December 2018 A —F—/\HF+_H=+—H

(Expressed in HKS) (PAUMSICHI7R)

2018
ZF )\
Note $°000
&k Tt
TOTAL ASSETS LESS CURRENT A D O B £ £
LIABILITIES 791,250
NON-CURRENT LIABILITIES I By £
Deferred tax liabilities PEERLTE B 28 6,790
NET ASSETS G 784,460
CAPITAL AND RESERVES Je A K il A 29
Share capital AR 63,750
Perpetual convertible securities TR a8 25 30 396,274
Reserves Tt 283,576
Total equity attributable to equity owners A FI R A AT A BN IBEA
of the Company BEAEHAME 743,600
Non-controlling interests Il b 2s 40,860
TOTAL EQUITY e A B i AR 784,460

Note:  The Group has initially applied HKFRS 15 and HKFRS 9
at 1 January 2018. Under the transition methods chosen,

comparative information is not restated. See Note 2(c).

Approved and authorised for issue by the board of directors on

29 March 2019.

Shi Baodong
PR

Chairman

B

The notes on pages 112 to 242 form part of these consolidated

financial statements.
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2017
2+t
$°000

Tt

(Note)
(Hf=E)
861,028

2,704

858,324

63,745
396,402
391,625

851,772

6,552

858,324

FiFak = ACERER =% — )\ —H — H B UCHE FH 75 1 205 o e )
1558 B A o6 B 5 i 1 R UL SROSE o MLBRPTIRIA IE3; > LR

RN ES] o RHFEE2(c) o

P EFAEEA AU R R AT 5 -

Mo Yueming
L8

Director

EH

SR 1120 FE 5 242 F P RA B ek 2 £ S 2 R A — R A o



F—/\FE+2H
(Expressed in HKS) (PA#SICHI7R)

P
iz N

For the year ended 31 December 2018 # %

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

+—HIRAEE

o ) slid— DAl 2 S0 -0 5 TR B G M L ET e e s S HTT 18

o O)CHIMY - g
B Aok I ¢ P T O G R o RO [ b e M M W
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*SIUOUIOIR)S

[eouRuL pojepr[osuod osot Jo Hed uLoy gHg 03 g1 soded uo sejou oy,

*(9)Z QION 998 "PaeIsaL Jou
ST uofeuLIOjur 9ANEIRdUIOd “USSOYD SPOLOUL UOLISURL) O} IOPU() "§TOT
Arenue( T e 6 SYAMH pue ¢T SUANH pordde Apenmur sey dnoxsy oy, 010N

13’568 By TLTSS (298'¢20) [ELE €89 &0 96 ¢0T19 L (EH) S8 = -3 (90N LT07 19qu0a(] 1¢ e 20uepg
6ELTH w1l LOTOET (00r'9 B - (re1) 1ST¢T 0ree
- - - - - - (ret) 1l L ({6 saqnoas [quantop epdiad o
GBS Vo 01125100 todn SIIBL J0 20TBNSS]
Jllge - LTSI - - - S HLTEL gce SJURLERA J0 ASPIOND
e st wodn SOMBLS MU JO QOUPISS]
(oore) - (oore) (oor'g) - - - = = 0 SRS SYRATOD
ROYBURUEIYY  padd psoppyoopapsg
W W - - - - - - - SIapjoyares
«m% g%%ﬁ%m Ww mﬁ__ee%.%a o1y SUORNqHu0))
b (%) E$9)  (om8%) 1665 - - - - ARk oo austatpiduos o
s 662 11668 - P16 - - = = VHER auoou dAsuIdu0) o)
(0% (s8T6) Gs9r)  (98%) - - - - - By mal ap o 507
T2 ERa o 21107 10y Smba w soery)
G 9I8's e T (e €9 96€96¢ WEey R0y W& 1107 Arenee] | e 20uepeg
(Pl 0CRH ezl (e
(Pl 1N LR (EON (qzaN
Wy oW ooy oy oy TR
(00§ 0008 0008 0005 0008 000 0008 (008 000§
[LERE I L HAEE  UENE DEITE ERNMRbYY R #
Kmba sjsatour BOL S9850] AISAI SOAIOSa SOL00S wnyuoid s aoy
oL, Suoruo popuumwy  ofuepxy  tojuyess G R0 arelg areqg
0N Nl [emoding

S e Ry

ecturory a yo s1ausso mba o) apgeinguyy

107

ANNUAL REPORT 2018 | ORIENT VICTORY TRAVEL, GROUP COMPANY LIMITED |



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

+—H 1A

ZA=

For the year ended 31 December 2018 #% % —/\4F1

(Expressed in HK$) (PA¥#ICHI7R)
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CONSOLIDATED CASH FLOW STATEMENT
WA BlaiiER

For the year ended 31 December 2018 # % —%F—/4E+H=1+—HI4EE
(Expressed in HK$) (PL#ICH7R)

2018 2017
ZF )\ Rt
Note $°000 $°000
Mt T Tt
(Note)
(M)
Operating activities BB E
Loss before taxation: AT fEs 18
— continuing operations — PRSI (59,990) (52,867)
— discontinued operation — DRIERE Y 2,097 (3,128)
(57,893) (55,995)
Adjustments for: A
Depreciation and amortisation e KR 13,14 703 635
Loss on disposal of property, WEWZE - WE R EE
plant and equipment, net 4 17 29
Interest income FLEWA 5,8 (5,405) (4,373)
Finance costs/(income) BMEER (BA) 6(a), 8 2,569 (1,924)
Share of losses of associates FEAY M2 2 =) s 4R 17 17,314 13,517
Gain on disposal of discontinued operation H A DR IR 88 s 8 (2,846) -
Gain on disposal of a subsidiary H B — ] B J A ) B 16(b) (492) -
Changes in working capital: SEG A
Increase in inventories FEHm (7,155) (47,781)
Decrease/(increase) in trade receivables JEN S kA (B m) 2,447 (2,305)
(Increase)/decrease in prepayments, TEATRRIE ~ 24 A RE U
deposits and other receivables I (¥im) W (8,350) 17,100
(Decrease)/increase in trade payables REAH R B iR (d)
B (6,624) 4552
Increase in contract liabilities HRIA B 1,223 =
Increase/(decrease) in other payables Al A R I B R
and accruals ¥im /G ) 38,863 (2,420)
Cash used in operations BEWNBHRE S (25,629) (78,965)
Overseas tax paid ML 36
Net cash used in operating activities SR B P 0 B (25,629) (78,929)

Note:  The Group has initially applied HKFRS 15 and HKFRS 9 PRFRE = AR =T — )\ — H — H & KHE I U B 5 i v
at 1 January 2018. Under the transition methods chosen, SRS A W A i v H SE O o MR FTIBRAYIRIEY: - L
comparative information is not restated. See Note 2(c). RN TS o RHEE2(c) ©

The notes on pages 112 to 242 form part of these consolidated SE112E 2 5B 242 Pk i B sk 2o A 5 A B e — &4y o

financial statements.
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CONSOLIDATED CASH FLOW STATEMENT
BEBERER

For the year ended 31 December 2018 #& % —%F—/\4E+_H=+—HIL4ERE
(Expressed in HKS) (PAUMSICHI7R)

2018 2017
R )\ —F -t
Note $°000 $°000
Kt T T
(Note)
(Kfat)
Investing activities RE G
Payments for the purchase of property, B ~ B B ik
plant and equipment (286) (1,139)
Payments for the purchase of intangible assets i & T ¥ & 15K H (107) -
Payments for the acquisition of subsidiaries, WSC i o 2 ] P sk JE
net of cash acquired (FnBRE Bl 4) 31 (9,376) (6,138)
Payment for investment in an associate R A F BB R 17(a) (20,583) -
Loans to associates T N w B 18, 21 (143,850) =
Refund of prepayments/(prepayments) for W B S T R LSRR
acquisitions (FEA 3K 2,416 (10,675)
Net proceeds from disposal of discontinued  Hi 85 ELA 1L #8428 3L 14 BT A4 5K 0B
operation, net of cash disposal of i (R T i Esl4) 8 2,345 -
Net decrease/(increase) in restricted RGBT RS
bank deposits (B4 ) A 31,654 (10,055)
Interest received [EBRIeDS 5,006 5,295
Net cash used in investing activities P86 B P A B R (132,781) (22,712)
Financing activities il 3 )
Proceeds from bank and other borrowings SRAT S HAWAS R A5 508 23(b) 13,226 9,236
Repayment of bank and other borrowings R R ERAT I FE A A 23(b) (1,275) (10,652)
Proceeds from issuance of new shares AT R IR RS AR B AT
upon exercise of warrants BB AR BT Ak e 135,207
Distributions paid to holders of perpetual TR B w8 J 3 N 43Tk
convertible securities 23(b) (26,078) (20,992)
Contributions from non-controlling interests 2l B -4 B RE#5 1 fik 4,900 11,622
Interest paid oAFLE 23(b) (460) (631)
Net cash (used in)/generated from RSB (), Ry
financing activities B4 A 123,790

The notes on pages 112 to 242 form part of these consolidated SE11208 2 5E 240 Bk il Btk s A 5 A B e g — B Ay

financial statements.
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CONSOLIDATED CASH FLOW STATEMENT
BEBERER

For the year ended 31 December 2018 # % —F—/\4F+_H=+—HIL4EE
(Expressed in HKS$) (PAMSICHI7R)

2018 2017
&R\ e S S
Note $°000 $°000
ik 72 T
(Note)
(Kfat)
Net (decrease)/increase in cash and e R 4% HER
cash equivalents (W), I (168,097) 22,149
Cash and cash equivalents at 1 January B—H—HMB &R BE
ZETEH 23 357,696 334,627
Effect of foreign exchange rate changes [ AR A ) ) 5 2 (726) 920

Cash and cash equivalents at 31 December A+ _H=+—H M5 4&
MBI & HMEIEE 23 188,873 357,696

Note: The Group has initially applied HKFRS 15 and HKFRS 9 Bfak ¢ ARGEER =R —)\F—H — H 8 R0 08 ik R 8

at 1 January 2018. Under the transition methods chosen, 1558 S 7 vl B i R B SR ONE o ARDR TR IS 5 LR
comparative information is not restated. See Note 2(c). BRI TS o RFHFE2(C) o

The notes on pages 112 to 242 form part of these consolidated SE112E B AB 242 F Bk i Bt sk 2 A 5 A B R i — & Ay -

financial statements.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

Aok o B 5 R T

(Expressed in HK$ unless otherwise indicated) (BrIESAH7EW » BRI #IGHIR)

(a)

Corporate information

Orient Victory Travel Group Company Limited
(the “Company”) is an exempted limited company
incorporated in the Cayman Islands. The registered
office of the Company is located at P. O. Box 31119
Grand Pavilion, Hibiscus Way, 802 West Bay Road,
Grand Cayman, KY1-1205, Cayman Islands. The
Company’s shares are listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

Upon the sale of its jewellery business in September
2018 as disclosed in Note 8, the Company and its
subsidiaries (the “Group”) are principally engaged in
the sale of air tickets and other travel related services,
provision of financial services, property and tourism
integrated development, and other investment holding

business.

Significant accounting policies
Statement of compliance

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

below.
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(\)

(a)

/NGib<gs)

R ik A 4R A B w] (TR O W] 1) 7% — TR B 22
T 5 A BT A A 0 A B W) o AR ) L AT O
3 & AL JAP. O. Box 31119 Grand Pavilion, Hibiscus
Way, 802 West Bay Road, Grand Cayman, KY1-1205,
Cayman Islands A< & B 76 7 s I 5 22 2 B A P
A (TBE2ERT ) By FAR B o

SR B RES BT 4 8 o i T — UL R
&> AN RIH AT (TARGM ) T2 F s
B S L At T A I SR - SRBE LIRS - b
B i e % e DA B ML B e I S

ERERBR

L]

AT B WAL R Wt AT ([ 8 &6t o
7 1) AR BT P A 0 S s e B ([ 7 e A 5
ek e S0 | > 5% AR B 5 A A A A ) A B
e e A Ak R A (T gl ) Kt
BE) > B AT GHE I AR A R RG] (12 7 B
11 1) 78 1 02 5 L2 A B o A A SRR AR AT £ B v B
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(a)

(b)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
s C
(continued)

Statement of compliance (continued)

The HKICPA has issued certain new and revised
HKFRSs that are first effective or available for early
adoption for the current accounting period of the
Group. Note 2(c) 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.

Basis of preparation of the financial
statements

The consolidated financial statements for the year ended
31 December 2018 comprise the Group and the Group’s

interests in associates.

These financial statements are presented in HK$ and
all values are rounded to the nearest thousand (“$°000”)

except when otherwise indicated.

The measurement basis used in the preparation of the

financial statements is the historical cost basis.

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 that are believed
to be reasonable under the circumstances, the results of
which form the basis of making the judgements about
carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ

from these estimates.

2

(a)

(b)

EREREOR (4)

a Y (4#)

Ul B2 1 T A T T AT R ARG AT A W T B
ot ) 5 T A o R A 4 B B4 R A B e
AR ] PR R AN o PR (o) BRAE IR M % 55
) i S > A BLAT B A i T D S A 4 A
AR A B 5 i S R IBORSE EORY

Fo 5 3 1 A R

RE_F—)E+ A=+ —HILEEREGEAME
A LA I S AR SR R W W] RO R o

B 3 A REWIE AL - AR BEER I AW RS] > T
SRR BRI T ([ T]) e

0 G 5 A I P R A R B A B

A BAE B A U T 5 o R U S R W A L
AR TS B BOR B B 2R - B A
SR B 2 A A B - A BB o AR SR B Bk
T3 R T8 AR50 I 2 JEUR A TR A 0L T R A5 B
oAt PR 2R > R B Al R S 2 ) I e O A Y
MR o i % 55 R T DL A LA R AR B o TR AS
SRR REA BT % AL
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

(b)

(c)

Significant accounting policies
N C .
(continued)

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 3.

Changes in accounting policies

The 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:
(i) HKFRS 9, Financial instruments

(ii) HKFRS 15, Revenue from contracts with

customers

(iii) HK(IFRIC) 22, Foreign currency transactions

and advance consideration

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period, except for the amendments
to HKFRS 9, Prepayment features with negative
compensation, which have been adopted at the same
time as HKFRS 9.
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(c)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 1 B 2 R B

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies 2
(continued)

Changes in accounting policies (continued)

(i)

HKFRS 9, Financial instruments, including
the amendments to HKFRS 9, Prepayment
features with negative compensation

HKFRS 9 replaces HKAS 39, Financial
instruments: recognition and measurement. It
sets out the requirements for recognising and
measuring financial assets, financial liabilities
and some contracts to buy or sell non-financial

items.

The Group has applied HKFRS 9 retrospectively
to items that existed at 1 January 2018 in
accordance with the transition requirements.
The Group has recognised the cumulative effect
of initial application as an adjustment to the
opening equity at 1 January 2018. Therefore,
comparative information continues to be
reported under HKAS 39.

The following table summarises the impact of
transition to HKFRS 9 on accumulated losses
and the related tax impact (if any) at 1 January
2018.

(c)

TRE G BR (4)

&l BRZ D) (4)

(i)  BBHERTERFEINE 2o TR - 8%
7l U RSB IS 7T - R A i
Wy A 5 B

A S 25 i Y QSR O SR AR e o ) 5
399 > B TR : iR Rl o RIS
MR KRR E - A RE TR
HEJEERIE H B & HRER -

A AR IR U B O = — )E—H
— HAFAE R IE H 38 0 HE F 7 o B 5 i v )
SEOYE o AN TS B UK HE F Y 2 BT A R
T =R — )\4F— A — H WA RE 25 0
# oo B > LB R AR IR s e wt v I
39K TR, o

TRBSIN - N\F—H— HREERE
S 2 e o 4 ) SR 0 9% S B s L 4 5 2 A o
B (nf) -

$°000

Accumulated losses

Recognition of additional expected credit losses on
financial assets measured at amortised cost

Share of the effect of recognition of additional expected
credit losses on financial assets of the Group’s associate

measured at amortised cost (Note 17(b)(ii))

Rt

T 2 A A P <
A RRSMEYIE B 11

R Al i A 4 P I 8 ) 2 i
B AR s Y < i 2 P AT
TR Bl R B (MEaE17(b)Gi))

Net increase in accumulated losses at 1 January 2018

REF—N\FE—H—HH

5y kb
Non-controlling interests Jepie e hE 2%
Recognition of additional expected credit losses on THE R A2 R B B AR 5 P A O S 1Y
financial assets measured at amortised cost and AN Rl I
decrease in non-controlling interests at 1 January 2018 W_F—N\F—H—HW
e I 25 Iy
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

2 Significant accounting policies
(continued)

(c)  Changes in accounting policies (continued)

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

(continued)

Further details of the nature and effect of the
changes to previous accounting policies and the

transition approach are set out below:

a. Classification of financial assets and

financial liabilities

HKFRS 9 categorises 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 395 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.
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(c)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 1 B 2 R B

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies 2 FEGFBUR ()

(continued)

Changes in accounting policies (continued) (c) EFlBRZED) ()

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

(continued)

a. Classification of financial assets and

financial liabilities (continued)

The following table shows the original
measurement categories for each class of
the Group’s financial assets under HKAS

BB BRI - 2 TR - 6fF
7l U R BN IS AT - R A HIE
HY B X AFE ()

al <5 Rl 2 < L R P 28 (D)

AR A5 P 45 053 < AL R
A5 S S 305 i g w1 U
S0 % S5 AR BR A t oEE SU SE 3098

39 and reconciles the carrying amounts FE V) 4 i S VR T S AR A s A O
of those financial assets determined Bk M ISR OIR B E U AT R o

in accordance with HKAS 39 to those

determined in accordance with HKFRS

9.

HKAS 39 HKFRS 9
carrying amount carrying amount
at 31 December at 1 January

2017 Remeasurement 2018
WL T )\
+ZHA=+—H —H—H
WSt iRk i S p
HERSE395% b RIS 99%

TR W R T L HEGR  EEmRmd
$°000 $°000 $°000

T T+ Tt

Financial assets carried at YR & AT R

amortised cost F) 4Tl
Restricted bank deposits Z R HSRIT R
Cash and cash equivalents B4 B B 4 Sl
HH
Trade receivables JFEW 5 ek

Other receivables and advances — H-{t i GKIE M
to related parties (included in 1i B Wi 7 Bk

43,448 - 43,448

357,696 - 357,696
28,159 (134) 28,025

prepayments, deposits and (%f]\?ﬁﬁ
other receivables) I ~ HE K
At R WOk T ) 1,647 - 1,647
430,950 (134) 430,816
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

2 Significant accounting policies
(continued)

(c)  Changes in accounting policies (continued)

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

(continued)

a. Classification of financial assets and

financial liabilities (continued)

For an explanation of how the Group
classifies and measures financial assets
and recognises related gains and
losses under HKFRS 9, see respective
accounting policy notes in Notes 2(j),

2(k)(i), 2(1) and 2(n).

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.

b. 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 financial assets measured at amortised
cost (including cash and cash equivalents,
trade and other receivables, and other

financial assets).
For further details on the Group’s

accounting policy for accounting for
credit losses, see Note 2(k)(i).
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(c)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 1 B 2 R B

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
(continued)

Changes in accounting policies (continued)

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

(continued)

b. Credit losses (continued)

The following table reconciles the closing
loss allowance determined in accordance
with HKAS 39 at 31 December 2017
with the opening loss allowance
determined in accordance with HKFRS
9 at 1 January 2018.

2 EREETBUR (F)

(c) EatBKED (4)

G)  FHBMGHG B e TR - 6ff
7l U R BN IS AT - R A HIE
HY B X AFE ()

b. fE Bl (A1)

TERERZF-LFEH+ZH=+—H
A48 7 98 7 v B SR 30 BE B Y 4 R
M R SR % — )\ —H — H
8 s S 5 i A B SR O SR A B4R R
M R AT AT IR -

$°000

Loss allowance at 31 December 2017 under

REF—-tE+ZHA=1+—H

HKAS 39 AR V8 7t 3 U SR 30 5%
TR Y s T A
Additional credit loss recognised at 1 January 2018 A =F— \4F—H —H i BEWHE 5
on trade receivables (Note 35(a)) MRkt a2 W RO M LD S0 11
(HFE35(a))
Loss allowance at 1 January 2018 under HKFRS 9 A% — )\4f—H — HARIG AU
$oh 2 e o B SR OB S Y
e 1E AR A
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

2 Significant accounting policies
(continued)

(c)  Changes in accounting policies (continued)

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

(continued)

C. Transition

Changes in accounting policies resulting
from the adoption of HKFRS 9 have
been applied retrospectively, except as

described below:

= Information relating to
comparative periods has not
been restated. Differences
in the carrying amounts of
financial assets resulting from
the adoption of HKFRS 9 are
recognised in accumulated losses
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.

- The assessment on the
determination of the business
model within which a financial
asset is held has been made
on the basis of the facts and
circumstance that existed at 1
January 2018 (the date of initial
application of HKFRS 9 by the
Group).
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(c)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
(continued)

Changes in accounting policies (continued)

(i)

(ii)

HKFRS 9, Financial instruments, including
the amendments to HKFRS 9, Prepayment
features with negative compensation

(continued)

c. Transition (continued)

= 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.

HKFRS 15, Revenue from contracts with

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.

HKFRS 15 also introduces additional qualitative
and quantitative disclosure requirements which
aim to enable users of the financial statements
to understand the nature, amount, timing and
uncertainty of revenue and cash flows arising

from contracts with customers.

2 EEREHTBUR ()

() EatBRED (H)

(i)

(i)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

2 Significant accounting policies
(continued)

(c)  Changes in accounting policies (continued)

(ii) HKFRS 15, Revenue from contracts with

customers (continued)

The Group has elected to use the cumulative
effect transition method and there is no impact
to the opening balance of equity at 1 January
2018 on the initial application of HKFRS 15.
Comparative information has not been restated
and continues to be reported under HKAS
18. As allowed by HKFRS 15, the Group has
applied the new requirements only to contracts

that were not completed before 1 January 2018.

Further details of the nature and effect of the
changes on previous accounting policies are set

out below:
a. Timing of revenue recognition

Previously, revenue arising from
provision of services was recognised
over time, whereas revenue from sale of
goods was generally recognised at a point
in time when the risks and rewards of
ownership of the goods had passed to the

customers.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

2 EEREHTBUR ()

Significant accounting policies

(continued)
Changes in accounting policies (continued) (c) Bl HRZD) ()
(it) HKFRS 15, Revenue from contracts with (ii) BB B R 1598 » B GARA
customers (continued) (#)
a. Timing of revenue recognition a. WA TR IR (A8)
(continued)

Under HKFRS 15, revenue is recognised
when the customer obtains control of
the promised good or service in the
contract. This may be at a single point in
time or over time. HKFRS 15 identifies
the following three situations in which
control of the promised good or service
is regarded as being transferred over

time:

- When the customer simultaneously
receives and consumes the benefits
provided by the entity’s performance,
as the entity performs.

— When the entity’s performance
creates or enhances an asset (for
example work in progress) that
the customer controls as the

asset is created or enhanced.

= When the entity’s performance
does not create an asset with an
alternative use to the entity and
the entity has an enforceable
right to payment for performance
completed to date.

45 o B 5 ik ) SR 1558 > A
T P E R 0 B B o RO 5 Y
J ) R TR 20 o DL T R L8] I ) B
B IRF ] o A 9 I ok i R SR 15 9%
TRERE T DA 38 R £ il e S 114 42 )
RERBEAR 2y I — B ] P RS Py = L1
W

= EEPRTEBA R 2
2 YRR A0 P 4R 43 P ) 2
ﬁ o
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

ERERBR (H)

5 Significant accounting policies 2

(continued)
(c)  Changes in accounting policies (continued) (c) ErlBF#E) ()
(ii) HKFRS 15, Revenue from contracts with (ii) B TR F159E » P GAKRA
customers (continued) ( 55'? )
a. Timing of revenue recognition a. We A TR IRE T (48)
(continued)

If the contract terms and the entity’s
activities do not fall into any of these
3 situations, then under HKFRS 15
the entity recognises revenue for the
sale of that goods or service at a single
point in time, being when control has
passed. Transfer of risks and rewards of
ownership is only one of the indicators
that will be considered in determining

when the transfer of control occurs.

The adoption of HKFRS 15 does not
have a significant impact on when the
Group recognises revenue from sale of
goods and rendering of services (see
Note 2(u)).
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(c)

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
(continued)

Changes in accounting policies (continued)

(it) HKFRS 15, Revenue from contracts with

customers (continued)

b.

Presentation of contract assets and
liabilities

Under HKFRS 15, a receivable is
recognised only if the Group has an
unconditional right to consideration. If
the Group recognises the related revenue
before being unconditionally entitled
to the consideration for the promised
goods and services in the contract, then
the entitlement to consideration is
classified as a contract asset. Similarly, a
contract liability, rather than a payable,
is recognised when a customer pays
consideration, or is contractually
required to pay consideration and the
amount is already due, before the Group
recognises the related revenue. For a
single contract with the customer, either
a net contract asset or a net contract
liability is presented. For multiple
contracts, contract assets and contract
liabilities of unrelated contracts are not

presented on a net basis (see Note 2(1)).

The adoption of HKFRS 15 does
not have a significant impact on the
presentation of assets and liabilities at
1 January 2018, and accordingly, no

adjustment has been made in this regard.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

2 Significant accounting policies
(continued)

(c)  Changes in accounting policies (continued)

(i) HK(IFRIC) 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) 22 does not have any material
impact on the financial position and the financial

result of the Group.
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(d)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
) s C
(continued)

Subsidiaries and non-controlling interests

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 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.

Non-controlling interests represent the equity in a
subsidiary not attributable directly or indirectly to the
Company, and in respect of which the Group has not
agreed any additional terms with the holders of those
interests which would result in the Group as a whole
having a contractual obligation in respect of those
interests that meets the definition of a financial liability.
For each business combination, the Group can elect to
measure any non-controlling interest either at fair value
or at the non-controlling interests” proportionate share

of the subsidiary’s net identifiable assets.

2

(d)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

(d)

Significant accounting policies
N C .
(continued)

Subsidiaries and non-controlling interests
(continued)

Non-controlling interests are presented in the
consolidated statement of financial position within
equity, separately from equity attributable to the equity
owners of the Company. Non-controlling interests
in the results of the Group are presented on the face
of the consolidated statement of profit or loss and
the consolidated statement of profit or loss and other
comprehensive income as an allocation of the total profit
or loss and total comprehensive income for the year
between non-controlling interests and the equity owners

of the Company.

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
or, when appropriate, the cost on initial recognition of
an investment in an associate (see Note 2(e)) or joint

venture.
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(d)

(e)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
s C
(continued)

Subsidiaries and non-controlling interests
(continued)

In the Company’s statement of financial position,
an investment in a subsidiary is stated at cost less
impairment losses (see Note 2(k)(ii)), unless the

investment is classified as held-for-sale.

Associates

An associate is an entity in which the Group has
significant influence, but not control or joint control,
over its management, including participation in the

financial and operating policy decisions.

An investment in an associate is accounted for in the
consolidated financial statements under the equity
method, unless it 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). 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. Any acquisition—date excess over cost,
the Group’s share of the post-acquisition, post-tax results
of the investee’s 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 investee’s 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
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

(e)

Significant accounting policies
(continued)

Associates (continued)

When the Group’s share of losses exceeds its interest in
the associate, 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 the Group’s long-term interests that in
substance form part of the Group’s net investment in the

associate.

Unrealised profits and losses resulting from transactions
between the Group and its associates are eliminated
to the extent of the Group’s interest in the associates,
except where unrealised losses provide evidence of an
impairment of the asset transferred, in which case they

are recognised immediately in profit or loss.

When the Group ceases to have significant influence
over an associate, 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 is lost is recognised at fair value
and this amount is regarded as the fair value on initial

recognition of a financial asset.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
) s C
(continued)

Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses (see
Note 2(k)(ii)). The cost of an item of property, plant and
equipment comprises its purchase price and any directly
attributable costs of bringing the asset to its working

condition and location for its intended use.

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

as follows:

Buildings 5%

Furniture and leasehold 10% to 25%, not exceeding

improvements

Machinery and equipment 10% to 33.3%
10% to 33.3%

the lease terms

Motor vehicles

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

end.

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

relevant asset.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

(h)

Significant accounting policies
N C .
(continued)

Intangible assets (other than gooduwill)

Intangible assets that are acquired by the Group are
stated at cost less accumulated amortisation (where the
estimated useful life is finite) and impairment losses (see
Note 2(k)(ii)).

Amortisation of intangible assets with finite useful lives
is charged to profit or loss on a straight-line basis over

the assets” estimated useful lives.

Both the period and method of amortisation are

reviewed annually.

Intangible assets are not amortised while their useful
lives are assessed to be indefinite. Any conclusion that
the useful life of an intangible asset is indefinite is
reviewed annually to determine whether events and
circumstances continue to support the indefinite useful
life assessment for that asset. If they do not, the change
in the useful life assessment from indefinite to finite is
accounted for prospectively from the date of change
and in accordance with the policy for amortisation of

intangible assets with finite lives as set out above.

Leased assets

An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to use
a specific asset or assets for an agreed period of time
in return for a payment or a series of payments. Such
a determination is made based on an evaluation of
the substance of the arrangement and is regardless of

whether the arrangement takes the legal form of a lease.
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(h)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
(continued)

Leased assets (continued)

(i)

(ii)

Classification of assets leased to the Group

Assets that are held by the Group under leases
which transfer to the Group substantially all the
risks and rewards of ownership are classified as
being held under finance leases. Leases which
do not transfer substantially all the risks and
rewards of ownership to the Group are classified

as operating leases.

Operating lease charges

Where the Group has the use of assets held
under operating leases, payments made under
the leases are charged to profit or loss in equal
instalments over the accounting periods covered
by the lease term, except where an alternative
basis is more representative of the pattern of
benefits to be derived from the leased asset.
Lease incentives received are recognised in
profit or loss as an integral part of the aggregate
net lease payments made. Contingent rentals are
charged to profit or loss in the accounting period

in which they are incurred.

Payments made on the acquisition of land held
under an operating lease are stated at cost less
accumulated amortisation and impairment losses
(see Note 2(k)(ii)). Amortisation is charged to
profit or loss on a straight-line basis over the

period of the lease term.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

(i)

Significant accounting policies
N C .
(continued)

Gooduwill

Goodwill represents the excess of:

(i) the aggregate of the fair value of the
consideration transferred, the amount of any
non-controlling interest in the acquiree and the
fair value of the Group’s previously held equity

interest in the acquiree; over

(ii) the net fair value of the acquiree’s identifiable
assets and liabilities measured as at the

acquisition date.

When (ii) is greater than (i), then this excess is
recognised immediately in profit or loss as a gain on a

bargain purchase.

Goodwill is stated at cost less accumulated impairment
losses. Goodwill arising on a business combination is
allocated to each cash-generating unit (“CGU”), or
groups of cash generating units, that is expected to
benefit from the synergies of the combination and is

tested annually for impairment (see Note 2(k)(ii)).

On disposal of a cash generating unit during the year, any
attributable amount of purchased goodwill is included in

the calculation of the profit or loss on disposal.
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()

(k)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
(continued)

Trade 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 (see Note 2(1)).

Receivables are stated at amortised cost using the
effective interest method less allowance for credit losses
(see Note 2(k)(i)).

Credit losses and impairment of assets

(i) Credit losses from financial instruments,

contract assets and lease receivables

(A) Policy applicable from 1 January 2018

The Group recognises a loss allowance
for ECLs on financial assets measured at
amortised cost (including cash and cash
equivalents, trade and other receivables,
and loans to associates), contract assets

and lease receivables.
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),

2
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
S 255 R B

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

22 /N
ey

(k)

Significant accounting policies
(continued)

Credit losses and impairment of assets

(continued)

(i)

Credit losses from financial instruments,

contract assets and lease receivables

(continued)

(A)

Policy applicable from 1 January 2018

(continued)

The expected cash shortfalls for trade
and other receivables and contract
assets are discounted using the
effective interest rate determined at
initial recognition or an approximation
thereof, where the effect of discounting
is material; and for lease receivables
are discounted using the discount rate
used in the measurement of the lease

receivable.

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.
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(k)

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
(continued)

Credit losses and impairment of assets
(continued)

(i) Credit losses from financial instruments,
contract assets and lease receivables

(continued)

(A) Policy applicable from 1 January 2018

(continued)

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.

Loss allowances for trade receivables,
contract assets and lease receivables are
always measured at an amount equal to
lifetime ECLs. 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.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

2 Significant accounting policies
N C .
(continued)

(k)  Credit losses and impairment of assets
(continued)

(i) Credit losses from financial instruments,
contract assets and lease receivables

(continued)

(A) Policy applicable from 1 January 2018

(continued)

For all other financial instruments,
the Group recognises a loss allowance
equal to 12-month ECLs unless there
has been a significant increase in credit
risk of the financial instrument since
initial recognition, in which case the loss
allowance is measured at an amount
equal to lifetime ECLs.

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 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).
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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(k)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
(continued)

Credit losses and impairment of assets
(continued)

(i) Credit losses from financial instruments,
contract assets and lease receivables

(continued)

(A) Policy applicable from 1 January 2018

(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 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 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
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

(k)

Significant accounting policies
(continued)

Credit losses and impairment of assets

(continued)

(i)

Credit losses from financial instruments,

contract assets and lease receivables

(continued)

(A)

Policy applicable from 1 January 2018

(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.
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(k)

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
(continued)

Credit losses and impairment of assets
(continued)

(i) Credit losses from financial instruments,
contract assets and lease receivables

(continued)

(A) Policy applicable from 1 January 2018

(continued)
Basis of calculation of interest income

Interest income recognised in
accordance with Note 2(u)(v) 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.

Evidence that a financial asset is
credit-impaired includes the following

observable events:

= significant financial difficulties of
the debtor;

= a breach of contract, such as

a default or delinquency in

payments;

2 EEREHTBUR ()

(k) 15 EHG1H R B W (4)

(i) TR~ G R R R R E SR 1
B (4)

(A)

ANNUAL REPORT 2018 | ORIENT VICTORY TRAVEL GROUP COMPANY LIMITED | 141

H R )\ H — H Il f BOR
(A1)

OIS NG R

R4 B 2 () (v) e 2 ) ) DS A 3 4
il ) AR T WA > BRI %
O HBUE B AE o FEREREOLT - A
BN 2 4 T 7 ¥ B A (B 48
G Th E e AR B A ) 15

T2 et H > A SR IR Al 4 i
A HBUE R - BB IHES
VR S G A R RBL B B A
FISE B SR > Sl A B 8
TRAE o

<5l A DR P RE VR A DA R AT
BgEdAr

- GEEEN B A R A

= R A A > R S sk R A
E



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
S 255 R B

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

22 /N
ey

(k)

Significant accounting policies
(continued)

Credit losses and impairment of assets

(continued)

(i)

Credit losses from financial instruments,

contract assets and lease receivables

(continued)

(A)

Policy applicable from 1 January 2018

(continued)

= it becoming probable that
the borrower will enter into
bankruptcy or other financial

reorganisation; or

= significant changes in the market,
economic or legal environment
that have an adverse effect on
the debtor.

Write-off policy

The gross carrying amount of a financial
asset, contract asset or lease receivable
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 write-off.
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(k)

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
(continued)

Credit losses and impairment of assets
(continued)

(i) Credit losses from financial instruments,
contract assets and lease receivables

(continued)

(A) Policy applicable from 1 January 2018

(continued)

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 the recovery

oceurs.
(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. trade
and other receivables). Under the
“incurred loss” model, an impairment
loss was recognised only when there was

objective evidence of impairment.

Objective evidence of impairment

included:

= significant financial difficulties of
the debtor;

— a breach of contract, such as

a default or delinquency in

payments;

2 EEREHTBUR ()

(k) 15 EHG1H R B W (4)

(i) TR~ G R R R R E SR 1
B (4)

(A)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

o A 2 A P

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

2 Significant accounting policies 2 FEGFFBUR (&)

(continued)
(k)  Credit losses and impairment of assets (k) 15 B8R & E W ()
(continued)
(i) Credit losses from financial instruments, (i) BRI LR ~ 749 B R B
contract assets and lease receivables HEE ()
(continued)
(B)  Policy applicable prior to 1 January 2018 (B) WZF—)\FE—H—H urEHmEceR
(continued) (#)
= it becoming probable that the - fE B NARA BT GE A 5 0k e sl
debtor will enter bankruptcy or AL A 5 &
other financial reorganisation;
and
= significant changes in the market, - T35~ AP sk A ER B B
economic or legal environment KEH » HEHBEANG A E
that have an adverse effect on & o
the debtor.
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(k)

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
(continued)

Credit losses and impairment of assets
(continued)

(i) Credit losses from financial instruments,
contract assets and lease receivables

(continued)

(B) Policy applicable prior to 1 January 2018

(continued)

If any such evidence existed, the
impairment loss for trade and other
receivables and other financial assets
carried at amortised cost 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.

2 EREETBUR (F)

(k) 15 EHG1H R B Wil (%)

(i) TR~ G R R EREWR B SR 1
B ()

(B)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

(k)

Significant accounting policies
N C .
(continued)

Credit losses and impairment of assets

(continued)

(i)

Credit losses from financial instruments,

contract assets and lease receivables

(continued)

(B)

Policy applicable prior to 1 January 2018

(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 assets carrying amount
exceeding that which would have been
determined had no impairment loss been

recognised in prior years.

When the recovery of trade and other
receivables or other financial assets
carried at amortised cost was considered
doubtful but not remote, associated
impairment losses were recorded
using an allowance account. When
the Group was satisfied that recovery
was remote, the amount considered
irrecoverable was 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 amounts previously written
off directly were recognised in profit or

loss.
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(k)

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
(continued)

Credit losses and impairment of assets

(continued)

(ii)

Impairment of other non-current assets

Internal and external sources of 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:
— property, plant and equipment;
= intangible assets;

= pre-paid interests in leasehold land
classified as being held under an

operating lease;
— goodwill;

= interest in associates and loan to an

associate; and

— investments in subsidiaries in the
Company’s statement of financial

position.

If any such indication exists, the asset’s
recoverable amount is estimated. In addition,
for goodwill and intangible assets that have
indefinite useful lives, the recoverable amount is
estimated annually whether or not there is any

indication of impairment.

2 EREETBUR (F)

(k) 15 EHG1H R B Wil (%)

(ii)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

ERERBR (H)

5 Significant accounting policies 2

(continued)

(k)  Credit losses and impairment of assets (k) 15 B8R & E W ()
(continued)
(ii) Impairment of other non-current assets (ii) HAth FF I By B A (7))

(continued)

st AT W ]

= 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

7 B W e T S O AU Y B
JRA B P L A e o AR
PRI > Al 3t R AR B 4 3 A 7 4 T
B S I I i 3 36 05 W O ) 0 O
o 2 i A 1 I B B R B
B o i 78 P 2 i B A Bk
2K b 3 g S A S A P B
A o R DLAE 2 A S B A i A\ Y
Be/NE RN (BPBLGa A AL ) A
L E K

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).
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(k)

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
(continued)

Credit losses and impairment of assets
(continued)

(i)  Impairment of other non-current assets

(continued)

- Recognition of impairment losses

An impairment loss is recognised in
profit or loss if 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 value 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
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

(k)

@

Significant accounting policies
N C .
(continued)

Credit losses and impairment of assets
(continued)

(i)  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 2(k)(i)

and 2(k)(ii)).

Impairment losses recognised in an interim
period in respect of goodwill 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.

Contract assets and contract liabilities

A contract asset is recognised when the Group recognises
revenue (see Note 2(u)) before being unconditionally
entitled to the consideration under the payment terms
set out in the contract. Contract assets are assessed for
ECL in accordance with the policy set out in Note 2(k)(i)
and are reclassified to receivables when the right to the

consideration has become unconditional (see Note 2(j)).

A contract liability is recognised when the customer pays
consideration before the Group recognises the related
revenue (see Note 2(u)). A contract liability would also
be recognised if the Group has an unconditional right
to receive consideration before the Group recognises
the related revenue. In such cases, a corresponding

receivable would also be recognised (see Note 2(j)).
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(m)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
(continued)

Contract assets and contract liabilities
(continued)

For a single contract with the customer, either a net
contract asset or a net contract liability is presented. For
multiple contracts, contract assets and contract liabilities

of unrelated contracts are not presented on a net basis.

Inventories and other contract costs
(i) Inventories

Inventories are assets which are held for sale in
the ordinary course of business, in the process
of production for such sale or in the form of
materials or supplies to be consumed in the
production process or in the rendering of

services.

Inventories are carried at the lower of cost and

net realisable value as follows:
= Retail of jewellery products

Cost is calculated using the weighted
average cost formula and comprises all
costs of purchase, costs of conversion
and other costs incurred in bringing the
inventories to their present location and

condition.

Net realisable value is the estimated
selling price in the ordinary course of
business less the estimated costs of
completion and the estimated costs

necessary to make the sale.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

ERERBOR (H)

2 Significant accounting policies 2
C

(continued)
(m) Inventories and other contract costs (m) FERHMEGAIEA ()
(continued)
(i) Inventories (continued) (i) 75 (#)
- Property development - LUESE

Inventories in respect of property
development activities are carried at
the lower of cost and net realisable
value. The cost of properties under
development for sale comprises
specifically identified cost, including the
acquisition cost of land, aggregate cost
of development, materials and supplies,
wages and other direct expenses, an
appropriate proportion of overheads and
borrowing costs capitalised (see Note
2(v)). Net realisable value represents the
estimated selling price less estimated
costs of completion and costs to be

incurred in selling the property.

When inventories are sold, the carrying amount
of those inventories is recognised as an expense
in the period in which the related revenue is

recognised.

The amount of any write-down of inventories to
net realisable value and all losses of inventories
are recognised as an expense in the period
the write-down or loss occurs. The amount of
any reversal of any write-down of inventories
is recognised as a reduction in the amount of
inventories recognised as an expense in the

period in which the reversal occurs.
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(m)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
s C
(continued)

Inventories and other contract costs

(continued)

(ii)

Other contract costs

Other contract costs are either the incremental
costs of obtaining a contract with a customer
or the costs to fulfil a contract with a customer
which are not capitalised as inventories (see
Note 2(m)(i)).

Incremental costs of obtaining a contract are
those costs that the Group incurs to obtain
a contract with a customer that it would not
have incurred if the contract had not been
obtained e.g. an incremental sales commission.
Incremental costs of obtaining a contract are
capitalised when incurred if the costs relate to
revenue which will be recognised in a future
reporting period and the costs are expected to
be recovered. Other costs of obtaining a contract

are expensed when incurred.

Costs to fulfil a contract are capitalised if the
costs relate directly to an existing contract or to
a specifically identifiable anticipated contract;
generate or enhance resources that will be used
to provide goods or services in the future; and
are expected to be recovered. Costs that relate
directly to an existing contract or to a specifically
identifiable anticipated contract may include
direct labour, direct materials, allocations of
costs, costs that are explicitly chargeable to the
customer and other costs that are incurred only
because the Group entered into the contract
(for example, payments to sub-contractors).
Other costs of fulfilling a contract, which are
not capitalised as inventories, are expensed as

incurred.

2 EREETBUR (F)

(m) FERHEMGHELR ()

(ii)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

(m)

(n)

Significant accounting policies
N C .
(continued)

Inventories and other contract costs
(continued)

(ii) Other contract costs (continued)

Capitalised contract costs are stated at cost less
accumulated amortisation and impairment losses.
Impairment losses are recognised to the extent
that the carrying amount of the contract cost
asset exceeds the net of (i) remaining amount of
consideration that the Group expects to receive
in exchange for the goods or services to which
the asset relates, less (ii) any costs that relate
directly to providing those goods or services that

have not yet been recognised as expenses.

Amortisation of capitalised contract costs is
charged to profit or loss when the revenue
to which the asset relates is recognised. The
accounting po]icy for revenue recognition is set

out in Note 2(u).

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

ECL in accordance with the policy set out in Note 2(k)(i).
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(0)

(p)

(q)

(r)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
(continued)

Trade and other payables

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

which case they are stated at cost.

Perpetual convertible securities

Perpetual convertible securities are classified as equity
if it is non-redeemable, or redeemable only at the
Company’s option, and any interests and distributions are
discretionary. Interests and distributions on perpetual
convertible securities classified as equity are recognised

as distributions within equity.

Interest-bearing borrowings

Interest-bearing borrowings are measured initially at
fair value less transaction costs. Subsequent to initial
recognition, interest-bearing borrowings are stated
at amortised cost using the effective interest method.
Interest expense is recognised in accordance with the
Group’s accounting policy for borrowing costs (see Note

2(v)).

Employee benefits

(i) Short-term employee benefits and
contributions to defined contribution

retirement plans

Salaries, annual bonuses, paid annual leave,
contributions to defined contribution retirement
plans and the cost of non-monetary benefits
are accrued in the year in which the associated
services are rendered by employees. Where
payment or settlement is deferred and the effect
would be material, these amounts are stated at

their present values.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

2 Significant accounting policies
N C .
(continued)

(r)  Employee benefits (continued)

(i) Short term employee benefits and
contributions to defined contribution

retirement plans (continued)

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

Scheme.

The employees of the Group’s subsidiaries
which operate in Mainland China are required
to participate in a central pension scheme
operated by the local municipal government.
These subsidiaries are required to contribute
a percentage of its payroll costs to the central
pension scheme. The contributions are charged
to profit or loss as they become payable in
accordance with the rules of the central pension

scheme.

(ii) Termination benefits

Termination benefits are recognised at the earlier
of when the Group can no longer withdraw the
offer of those benefits and when the Group
recognises restructuring costs involving the

payment of termination benefits.
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(s)

(t)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
) s C
(continued)

Provisions and contingent liabilities

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

expenditure expected to settle the obligation.

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

of outflow of economic benefits is remote.

Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities. Current
tax and movements in deferred tax assets and liabilities
are recognised in profit or loss except to the extent that
they relate to business combinations, items recognised
in other comprehensive income or directly in equity, in
which case the relevant amounts of tax are recognised
in other comprehensive income or directly in equity,

respectively.

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or
substantively enacted at the end of the reporting period,
and any adjustment to tax payable in respect of previous

years.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

(t)

Significant accounting policies
(continued)

Income tax (continued)

Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being
the differences between the carrying amounts of assets
and liabilities for financial reporting purposes and their
tax bases. Deferred tax assets also arise from unused tax

losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that it
is probable that future taxable profits will be available
against which the asset can be utilised, are recognised.
Future taxable profits that may support the recognition
of deferred tax assets arising from deductible temporary
differences include those that will arise from the reversal
of existing taxable temporary differences, provided
those differences relate to the same taxation authority
and the same taxable entity, and are expected to reverse
either in the same period as the expected reversal of the
deductible temporary difference or in periods into which
a tax loss arising from the deferred tax asset can be
carried back or forward. The same criteria are adopted
when determining whether existing taxable temporary
differences support the recognition of deferred tax assets
arising from unused tax losses and credits, that is, those
differences are taken into account if they relate to the
same taxation authority and the same taxable entity, and
are expected to reverse in a period, or periods, in which

the tax loss or credit can be utilised.
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(t)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
) s C
(continued)

Income tax (continued)

The limited exceptions to recognition of deferred tax
assets and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes,
the initial recognition of assets or liabilities that affect
neither accounting nor taxable profit (provided they
are not part of a business combination), and temporary
differences relating to investments in subsidiaries to the
extent that, in the case of taxable differences, the Group
controls the timing of the reversal and it is probable
that the differences will not reverse in the foreseeable
future, or in the case of deductible differences, unless it

is probable that they will reverse in the future.

The amount of deferred tax recognised is measured
based on the expected manner of realisation or
settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively
enacted at the end of the reporting period. Deferred tax

assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed
at the end of each reporting period and is reduced to the
extent that it is no longer probable that sufficient taxable
profits will be available to allow the related tax benefit to
be utilised. Any such reduction is reversed to the extent
that it becomes probable that sufficient taxable profits

will be available.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

(t)

(u)

Significant accounting policies
N C .
(continued)

Income tax (continued)

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each
other and are not offset. Current tax assets are offset
against current tax liabilities, and deferred tax assets
against deferred tax liabilities, if the Company or the
Group has the legally enforceable right to set off current
tax assets against current tax liabilities and the following

additional conditions are met:

= in the case of current tax assets and liabilities, the
Company or the Group intends either to settle
on a net basis, or to realise the asset and settle

the liability simultaneously; or

= in the case of deferred tax assets and liabilities,
if they relate to income taxes levied by the same

taxation authority on either:
- the same taxable entity; or

= different taxable entities, which, in
each future period in which significant
amounts of deferred tax liabilities or
assets are expected to be settled or
recovered, intend to realise the current
tax assets and settle the current tax
liabilities on a net basis or realise and

settle simultaneously.

Revenue recognition

Income is classified by the Group as revenue when it
arises from the sale of goods, the provision of services or
the use by others of the Group’s assets under leases in

the ordinary course of the Group’s business.
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(u)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
s C
(continued)

Revenue recognition (continued)

Revenue is recognised when control over a product or
service is transferred to the customer, or the lessee has
the right to use the asset, at the amount of promised
consideration to which the Group is expected to be
entitled, excluding those amounts collected on behalf of
third parties. Revenue excludes value added tax or other

sales taxes and is after deduction of any trade discounts.

Further details of the Group’s revenue and other income

recognition policies are as follows:

(i) Sale of goods

Revenue is recognised when the customer takes
possession of and accepts the products. If the
products are a partial fulfilment of a contract
covering other goods and/or services, then the
amount of revenue recognised is an appropriate
proportion of the total transaction price under
the contract, allocated between all the goods
and services promised under the contract on a

relative stand-alone selling price basis.

In the comparative period, revenue from the
sales of goods was recognised when the goods
were delivered to the customers’ premises,
which was taken to be the point in time when the
customer had accepted the goods and the related
risks and rewards of ownership. The change in
accounting policy for the sales of goods has no
impact to opening balances at 1 January 2018 (see
Note 2(c)(ii)).
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

(u)

Significant accounting policies
N C .
(continued)

Revenue recognition (continued)

(ii)

(iii)

(iv)

(v)

(vi)

Service income

Service income from the rendering of services is
recognised using the percentage of completion
method, and was recognised on a similar basis in

the comparative period under HKAS 18.

Commission income

Commission income is recognised upon the
completion of the related sale of goods and

provision of services.

Rental income from operating leases

Rental income receivable under operating
leases is recognised in profit or loss in equal
instalments over the periods covered by the lease
term, except where an alternative basis is more
representative of the pattern of benefits to be
derived from the use of the leased asset. Lease
incentives granted are recognised in profit or
loss as an integral part of the aggregate net lease

payments receivable.

Interest income

Interest income is recognised as it accrues using
the effective interest method. For financial
assets measured at amortised cost that are not
credit-impaired, the effective interest rate is
applied to the gross carrying amount of the asset.
For credit impaired financial assets, the effective
interest rate is applied to the amortised cost (i.e.
gross carrying amount net of loss allowance) of
the asset (see Note 2(k)(i)).

Dividend income

Dividend income from unlisted investments
is recognised when the shareholder’s right to

receive payment is established.
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(v)

(w)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
) s C
(continued)

Borrowing costs

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset which
necessarily takes a substantial period of time to get ready
for its intended use or sale are capitalised as part of the
cost of that asset. Other borrowing costs are expensed in

the period in which they are incurred.

The capitalisation of borrowing costs as part of the cost
of a qualifying asset commences when expenditure for
the asset is being incurred, borrowing costs are being
incurred and activities that are necessary to prepare
the asset for its intended use or sale are in progress.
Capitalisation of borrowing costs is suspended or ceases
when substantially all the activities necessary to prepare
the qualifying asset for its intended use or sale are

interrupted or complete.

Foreign currencies

Foreign currency transactions during the year are
translated at the foreign exchange rates ruling at
the transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated at the
foreign exchange rates ruling at the end of the reporting
period. Exchange gains and losses are recognised in

profit or loss.

Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated using
the exchange rates at the dates of the initial transactions.
The transaction date is the date on which the Company
initially recognises such non-monetary assets or

liabilities.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

(w)

(x)

Significant accounting policies
N C .
(continued)

Foreign currencies (continued)

These financial statements are presented in Hong
Kong dollars, which is the Company’s functional and
presentation currency. The functional currencies of
certain overseas subsidiaries are currencies other than
the Hong Kong dollars. The results of foreign operations
are translated into Hong Kong dollars at the exchange
rates approximating the foreign exchange rates ruling
at the dates of the transactions. Statement of financial
position items, are translated into Hong Kong dollars
at the closing foreign exchange rates at the end of the
reporting period. The resulting exchange differences
are recognised in other comprehensive income and
accumulated separately in equity in the exchange

reserve.

On disposal of a foreign operation, the cumulative
amount of the exchange differences relating to that
foreign operation is reclassified from equity to profit or

loss when the profit or loss on disposal is recognised.

Discontinued operations

A discontinued operation is a component of the Group’s
business, the operations and cash flows of which can
be clearly distinguished from the rest of the Group and
which represents a separate major line of business or
geographical area of operations, or is part of a single
coordinated plan to dispose of a separate major line
of business or geographical area of operations, or is a

subsidiary acquired exclusively with a view to resale.
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(x)

(y)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
(continued)

Discontinued operations (continued)

Classification as a discontinued operation occurs upon
disposal or when the operation meets the criteria to be
classified as held for sale, if earlier. It also occurs if the

operation is abandoned.

Where an operation is classified as discontinued, a single
amount is presented on the face of the statement of

profit or loss, which comprises:

= the post-tax profit or loss of the discontinued

operation; and

= the post-tax gain or loss recognised on the
measurement to fair value less costs to sell, or
on the disposal, of the assets or disposal group(s)

constituting the discontinued operation.

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.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

2 Significant accounting policies
N C .
(continued)

(y) Related parties (continued)

(b) An entity is related to the Group if any of the

following conditions applies:

(i) The entity and the Group are members

of the same group.

(ii) 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).

(iii) Both entities are joint ventures of the

same third party.

(iv) One entity is a joint venture of a third
entity and the other entity is an associate

of the third entity.

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

the Group.

(vi) The entity is controlled or jointly

controlled by a person identified in (a).

(vii) 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).

(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.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Significant accounting policies
(continued)

Related parties (continued)

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 most senior executive management 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 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.

2

(z)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

(a)

Accounting judgement and estimates

Critical accounting judgement in applying
the Group’s accounting policies

In the process of applying the Group’s accounting
policies, management has made the following critical

accounting judgement:

Franchise arraﬂgements

The Group holds 49% equity interests in an associate,
namely China Comfort Tourism Group Company
Limited (“China Comfort”), and this investment is
accounted for in the Group’s consolidated financial
statements under the equity method. To promote China
Comfort’s brand name (the “Business Brand”) and to
establish a network throughout the People’s Republic of
China (the “PRC”), China Comfort entered into certain
business arrangements (the “Business Arrangements”)
with various parties, in which China Comfort and
the said parties established various companies under
the relevant laws in the PRC. In order to finance
their respective establishments, China Comfort
made contributions in the form as paid-in capital into
these companies, hence China Comfort, from a legal
perspective, holds equity interests ranging between
5% and 100% in these companies. China Comfort only
maintains the rights to protect the Business Brand.
Under such Business Arrangements, China Comfort
is entitled to fixed amounts of annual fee from these
companies but does not share the operating results of

these companies.
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(a)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Accounting judgement and estimates
(continued)

Critical accounting judgement in applying
the Group’s accounting policies (continued)

Franchise arrangements (continued)

Under the relevant laws of the PRC, the companies
under the Business Arrangements are not regarded as
franchisees. However, since the Business Arrangements
only give China Comfort certain rights to protect its
Business Brand but do not give China Comfort control
or significant influence over these companies’ relevant
activities, or variable returns on the operating results of
these companies, the directors of the Company consider
the Business Arrangements, from an accounting
perspective, do not result in these companies being
regarded as subsidiaries, associates or other equity
investments of China Comfort, and accordingly, these
companies are not consolidated into China Comfort’s
consolidated financial statements. However, in a view to
reflect the substance of the Business Arrangements, the
directors of the Company consider it is appropriate to
regard these companies as franchisees of China Comfort,
where the fixed annual fees received/receivable are
recognised as franchise fee income instead of capital
distributions/dividends.

At the inception of the Business Arrangements, deposits
(i.e. financing in the form of paid-in capital mentioned
above) in these franchisees are initially accounted for as
a financial instrument at fair value, and thereafter stated
at amortised cost using the effective interest method.
Annual fees received/receivable from the franchisees are
recorded as franchise fee income, reflecting the purpose

for which the fees are charged.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

(b)

Accounting judgement and estimates
(continued)

Estimation uncertainty

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

and liabilities, are described below.

(i) Impairment of non-financial assets

The Group assesses whether there are any
indicators of impairment for all non-financial
assets at the end of each reporting period, except
where goodwill and indefinite life intangible
assets are tested for impairment annually (see
Note 2(k)(ii)). An impairment exists when the
carrying value of an asset or a cash-generating
unit exceeds its recoverable amount, which is the
higher of its fair value less costs of disposal and
its value in use. The calculation of the fair value
less costs of disposal is based on available data
from binding sales transactions in an arm’s length
transaction of similar assets or observable market
prices less incremental costs for disposing of the
asset or cash-generating unit. When value in use
calculations are undertaken, management must
estimate the expected future cash flows from
the asset or cash-generating unit and choose
a suitable discount rate in order to calculate
the present value of those cash flows. Changes
in these estimates could have a significant
impact on the recoverable amount of the asset
or cash-generating unit, and could result in
additional impairment charge or reversal of

impairment in future years.
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(b)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Accounting judgement and estimates
(continued)

Estimation uncertainty (continued)

(i)

Expected credit losses of receivables

The management maintains an allowance for
receivables for expected credit losses resulting
from the inability of the debtors to make the
required payments. The management bases
the estimates on the historical credit loss
experience, adjusted for factors that are specific
to the debtors and assessments of both current
and forecast general economic condition. If
the financial condition of the debtors were to
deteriorate, and/or the existing/forecast changes
have a negative impact on the general economic
conditions, expected credit losses would be

higher than estimated.

3 HaHBsAE ()

(b) Ml B R Hy A HEE M (A)

(i)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ak 3 B 25 R B

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

4  Revenue and segment reporting 4 WA RSk

(a) Revenue (a) WA
The Group, upon the sale of its jewellery business, is A A S U BR TP B AR 1 A SR A B S
principally engaged in the sale of air tickets and other R AH R R ~ SR AL B RS ~ B b A B A A
travel related services, provision of financial services, BB N H AT e T o AR E
property and tourism integrated development, and other B I — 2B R i E4(b) P e % o

investment holding business. Further details regarding
the Group’s principal activities are disclosed in Note

4(b).

Disaggregation of revenue from contracts with customers R EEMRERAITNEFSARANT ¢

by major products or service lines is as follows:

2018 2017
R R
$°000 $°000
Tt
Continuing operations: TFAEFE FH -
Revenue from contracts with customers il I i e S 1598 MR N Y
within the scope of HKFRS 15 EFEEHWA
Disaggregated by major products or PR R AT
service lines:
— Sales of air tickets — W 234,928 296,007
— Commission and service income from — iR B M LAt ZE B Y
travel related and other services R e LN 13,414 10,282
— Financial services — &R IR 330 1,741
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 245,672 [
Discontinued operation: CHRILAEE R -
Revenue from contracts with customers il I i e S 1598 MR N Y
within the scope of HKFRS 15 EFPEHWA
Disaggregated by major products or PR R B AR
service lines:
— Trading and retail of jewellery —BEY G AEE 24,773 23,926
— Commission income from sales of — BREHENASRA
jewellery 2,203 2,614
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, A 26540
275,648 264,570
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(a)

(b)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
F B B O

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Revenue and mgynentreporﬁng
(continued)

Revenue (continued)

Disaggregation of revenue from contracts with
customers by the timing of revenue recognition and by
geographic markets is disclosed in Notes 4(b)(i) and 4(b)

(i) respectively.

The Group mainly engages in retail business, and the
directors of the Company consider that the Group’s
customer base is diversified and has no customer with
whom transactions have exceeded 10% of the Group’s
revenue for the years ended 31 December 2018 and
2017. Details of concentrations of credit risk are set out
in Note 35(a).

Segment reporting

For management purposes, the Group is organised into
business units based on their products and services, and

has reportable operating segments as follows:
Continuing reportable segments:

= The diversified tourism products and services
segment, which comprises the sale of air tickets
and provision of other travel related services

principally to corporate clients.

= The financial services segment, which mainly
involves the provision of advisory services
on corporate finance, securities and asset

management.

= The integrated development segment, which
involves the development and operation
of tourism and cultural attractions, visitor

accommodation and properties for sale.

= The investment holding segment, which mainly

involves equity investment activities.

(a)

(b)

W B oy aR ek (A7)

WA (#)

2 W\ it I ) e 3 vl 55 8 3 W9 % P RO S
PRIMBUTA B E4(b) () Be4(b) (i) A 45 5%

AEE FEREREEYE > MARARHRER S ARE
i % L 2 2 kR B B AT R <2 )
AEEBRE - )\EX_F-LETA=Z1+—
H IR B IR 10% 0% )5 o A BIAR 5 B R BR
T A P RESS(a)

Vgt v

Ve BRI AR > 74K 558 T DA 3L 7 i o I 85 AL I S 5 B
e A DA T T e ih A A3

AR 1A W] e A

- ZERAUIRIE E ah B R o o S R R
Bk P R R S B B A i e A R R

- EERESHE > EEPIOREEME - B
T S A BB B S R B

- EREBEST > WK R AE IR &
R R RSB -

- BEEROE > BEYRBEREEE) -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
B S B W

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

(b)

Revenue and segment reporting
(continued)

Segment reporting (continued)

Discontinued reportable segment:

(i)

The trading and retail of jewellery segment,
which involves the distribution and sale of

jewellery products.

Segment results, assets and liabilities

For the purposes of assessing segment
performance and allocating resources between
segments, the Group’s senior executive
management monitors the results attributable to

each reportable segment on the following bases:

Segment performance is evaluated based on
reportable segment profit/(loss), which is a
measure of adjusted profit/(loss) before tax. The
adjusted profit/(loss) before tax is measured
consistently with the Group’s profit/(loss) before
tax except that finance costs are excluded from

such measurement.

Segment assets and liabilities include all assets
and liabilities with the exception of cash and cash
equivalents and restricted bank deposits which

are managed centrally.
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4 Revenue and segment reporting 4

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
f o B B e M

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

(continued)

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

WA Be gy sl (A7)

BE-Z-)N\ER-F-LET A=+ —HILE
JEE 1% WO\ HE B IR 0 3 R PR B0 5 O > DA B AR AR
VB = S A AT BT B R T B A 3 R AR B
T 42 A3 A R A 4 I T S 8 4 9 0 DRI R

executive management for the purposes of resource X e
allocation and assessment of segment performance for
the years ended 31 December 2018 and 2017 is set out
below.
Continuing operations Discontinued operation
REBREY DRILAEEE
Diversified tourism
poductsandsenices — Financialsewices— Integnated development— Investment hokdng Subdotal  Trading and et of wellry Totl
yikeRRr |
v SHE Gokk by It KEWAREE it
2018 M7 218 07 218 M7 2018 017 218 M7 2018 M7 2018 07
S0 o S (U v S (L v S5 L o v S L v S (L o v S IL i 2
000 $000 §000 $000 $000 §000 000 $000 §000 §000 000 $000 §000 $000
i S T T i S i i T i i S T T
(Restated) (Restated) (Restated)
(&) #g) (&)
(Note) (Note) (Note)
Disaggregted by Hh B
timing of evenue g
recognition:
- Point in time - R 25001 EEATY - - - BSLIN 23628 6540 BASIE 262,829
- Overtire B i 2741 = 174l - N 307 N 307
Revenue from external HIERNA
castoners 265300 IERE 174 : - 0w %500 B %4570
Segment resuls TR (5294) JCATS) (2796 ®) (50,395) IEIRIGI  (55415) (2504) QGRRH]  (57919)
Finance (costs)income i (&1)/
A @11 2548 (57 (2569) 194
(LossJfproft before taation Wbt )/
il (59.990) IR (3,198) BRGIATA  (55.995)
Segment assets Ak B3 ACE 315541 [l 433370 QRAUEYY 60194 QAT 17830 SSEDRER 524878
Corporate and other ERRAT
unallocated assets B N 40114
Total assets kg AN 92602
Segment andtoel s~~~ AMRAA 4467 33 1% 1041 [RILRICN 5501 1264 PRILRECH 67698
Other segment iformation: Hfbign
Share of losses of associates [l S 2 s = = 13507 RIEY 13517 - BRI 1350
Loss on disposa of property, &% KRR
plntand equipment, et HEER B = 5 = = = 3 U Il 2
Deprecition and amortisaion S T8RS 1n 1 - ) 657 5 i) 35
Captl expencitre Bkt 81 - - 165 BT 1 1139
Note:  The restatement of comparative information is attributable to BEE © BRABEESHHEER > LLIE R I DR I RS H KM ES o

the discontinued operation as disclosed in Note 8.

ANNUAL REPORT 2018 | ORIENT VICTORY TRAVEL, GROUP COMPANY LIMITED | 175



NOTES TO THE CONSOLIDATED
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(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

(b)

Revenue and Mxynentreporﬁng
(continued)

Segment reporting (continued)

(ii)

Geographical information

The following table sets out information about
the geographical location of the Group’s revenue
from external customers and the Group’s assets.
The geographical location of customers is based
on the location at which the goods and services
were sold or provided. The geographical location
of the specified assets is based on the physical
location of the assets or the location of the
operations, in the case of property, plant and
equipment, intangible assets, lease prepayments
and current assets, the location of the lender’s
operation, in the case of other financial assets,
and the location of operations, in the case of
goodwill and interests in associates except for
the associate’s intangible assets in distribution
network which is separately allocated based on

the location receiving the substantial benefits.

176 | ORIENT VICTORY TRAVEL, GROUP COMPANY LIMITED | ANNUAL REPORT 2018

4

(b)

WA B sr il ¥y (4

2 ik ()

(ii)

HLBE R

TREINAE BAR G B PR R ARG M
7 O HOIEAMERE o % 5 B LI A AT T 4%
HECRE i e R 25 P 5 sl e 3k 1 B [ 7 5
B A A 3 £ 2 S R O AL Ao L e
Fie 7E 0 B (i 2 W0 3 ~ W B Je et ~ SR B
B~ B FAORM KRB E) - HEAE
SRR MR (2 LM S ) BB T T A
MR (fi 7 v B BRI 2 R RO RE SR (OB 2
) $ WCHROR B 25 Y b B B S I # 4 8
AT B REBRAN) ) ISy o



4

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
f o B B e M

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Revenue and segment reporting 4 WA K73 a8HE (4)

(continued)
Revenue from Revenue from
external customers external customers
(Continuing operations) — (Discontinued operation) Non-current assets Current assets Total assets
EFRA EPRA
(HEZEER) (CRILEEEE) FRAEE HHEE FJo4
2018 2017 2018 2017 2018 2017 2018 017 2018 2017
CEONE ZB-EE SR NE ZR-WE RN ZF3tE SR Rt CF R Z3-tE
$000 $000 $000 $000 $000 $000 $000 $000 000 $000
i i i i i T T i T T
Hong Kong (place il (ML
of domicile) ) 245,350 238,030 365,49 384,651 211,591 ! 77,086 793,906
Mainland China N 332 259200 [ERSIORE 98,407 357627 AR
New Zealand A5 - 3 5 67,893 67,896 70,725
248,672 26976 624,698 377911 1,002,609 926,002
Other income
2018 2017
ZF )\ —F L
$°000 $°000
Tou T
(Restated)
(#EHEIY)
Bank interest income AT B WA 4,366
Finance income in connection with BT B o W B B
interest-free loans to an associate (see Note 18) FARH BE B BN (S BFE18) =
4,366
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Ak 3 B 25 R B

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

6  Loss before taxation 6 BRBiwiE1E
Loss before taxation is arrived at after charging/ BRABLHT R E TSR ER 7 (FH ) T H A&
(crediting):
(a)  Finance costs/(income) (a) BBEH - (KA)
2018 2017
ZE )\ —F -t
$°000 $°000
T R
(Restated)
(#HEY)

Net foreign exchange loss/(gain) [ S e (3s) B ﬂ)

(b)  Staff costs (including directors’ emoluments (b) B ILMA (Gif#EzFME (H7t9))
(Note 9))

2018 2017
—F)\E I S S
$°000 $°000

T T
(Restated)
(#EDY)
26,640
791

Wages, salaries and other benefits T ~ 4 MIHAbER]
Pension scheme contributions R4 FTE K

27,431
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 1 B 2 R B

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Loss before taxation (continued) 6 BRBiENEE (&)
Other items (c) HHEH
2018 2017
R\ R
$°000 $°000
Tt T
(Restated)
(#HEH)
Cost of inventories sold (Note 19(b)) CEFERA (HHk19(b) 230,554 219,315
Depreciation and amortisation P Besiars (Pifak135%14)
(Notes 13 and 14) 657 573
Impairment losses/(reversal of impairment FREW B B sk A s 4
losses) on trade receivables (Note 35(a)) (U DA AR 1) (BHFRES5(a)) 18 (828)
Minimum lease payments under R B e IR 55 Ak
operating leases 5,667
Auditors” remuneration A B il T 45 2,256
Loss on disposal of property, EWE - WE Bt s 15
plant and equipment, net 5
Income tax in the consolidated 7 GIAZHBERVIIAGEH
statement of profit or loss
Taxation in the consolidated statement of  (a) I A#R G 18w EWIBEIELT
profit or loss represents:
2018 2017
ZE )\ e S S
$°000 $°000
T T
(Restated)
(#EH)

Current tax — Overseas HYIBLIE — ¥ Ab
Provision for the year AR BE RS 36
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(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

Rt ASR B HE R EH ()

7 Income tax in the consolidated 7
statement of profit or loss (continued)

(b) Reconciliation between income tax and  (b) Jr {35 B #2481 B & Gl 5 19 & 51 5 15 2
accounting loss at applicable tax rates: W :
2018 2017
“E )N &b
$°000 $°000
T Tt
(Restated)
(F5EAY)
Loss before taxation [ B s 1R (59,990) (52,867)
Notional tax on losses before taxation, BBl G 18 1 44 2 BUE (3 3
calculated at the rates applicable to profits R R i v ¥ R ¥ P B R
in the jurisdictions concerned (5,312) (4,051)
Tax effect of non-deductible expenses AW HIB B 57 W B S 2 8 643
Tax effect of share of losses of associates AN B A ) B TR PR B 5 s 22 4,329 3,379
Tax effect of non-taxable income BB A BB R B (762) (1,396)
Tax effect of unused tax losses and temporary A &2 A< Bl Y P A0 s 180 % 1 Wk
differences not recognised BB 1,737 1,461
Actual tax expense B MR BLIE B S - 36
Notes: Pt
(i) Provision for Hong Kong Profit Tax for 2018 is (i) TR )\ SE T s P A5 048 Al A A A 5 B

calculated at 16.5% (2017: 16.5%) of the estimated
assessable profits for the year. The Company and the
subsidiaries of the Group incorporated in Hong Kong
did not have assessable profits subject to Hong Kong
Profit Tax for 2018 (2017: $Nil).

Pursuant to the rules and regulations of the Cayman
Islands and the British Virgin Islands (the “BVI”), the
Group is not subject to any income tax in the Cayman
Islands and the BVI.

Pursuant to the rules and regulations of the PRC, the
Group’s subsidiaries established in Mainland China are
subject to PRC Corporate Income Tax at the statutory
rate of 25% during the year (2017: 25%), except
for a subsidiary of the Group which is a small-scale
enterprise and is subject to income tax rate at 20%
(2017: 20%).

Pursuant to the rules and regulations of the New
Zealand, the Group’s subsidiaries established in the
New Zealand are subject to the Business Income Tax
at the statutory rate of 28% during the year (2017:
28%).
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(iii)

(iv)

MH#16.5% (—F—-L4E : 165%) BLRFHE o A
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4 BEIT) o

AR 5E B 2 T U B A A R (3 o e
B 1) PRI R B 5 A 5% [0 4 2 AR A A ) B 2
s T I A T R 5 P A B

R v IR ) T A0 > A 7 e IR e ok o g B
JB O S A AR B H205% (. — L4 1 25%)
W R A b R A ZE AL AR A ] B — [ i
INKLREA L IS A W BRAD > 3% A R HR20% (ZF
—L4E 1 20%) WIBLREAFTARL

R % 4Tt VG T 0 ) B KA A 5 B A G D R 1
JBS 2 T 2 AR AE B 5228 % (. — L4 28%) W
Vi BRI A ZE AL o



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao A 25 A B

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

Discontinued operation

On 23 July 2018, the Company entered into a sale
and purchase agreement with South China Financial
Holdings Limited (“South China”) to sell its 85% equity
interest in King Link Investments Limited (“King Link”)
at a total consideration of $4,800,000. King Link was
an investment holding company incorporated in Hong
Kong which held 65.45% equity interest in Nanjing
South China Baoging Jewellery Co., Ltd. (“Nanjing
Baoging”, a company incorporated in the PRC). Nanjing
Baoging was engaged in the distribution and sale of

jewellery products.

The disposal of King Link was completed on 18
September 2018. Accordingly, the Group ceased to
hold any interest in King Link and Nanjing Baoging
(collectively referred to as the “Nanjing Baoqing
Group”). Upon completion of the transaction, all of the

Group’s jewellery business was disposed of.

The consolidated results of the Nanjing Baoqing Group
for the period from 1 January 2018 to 18 September
2018 have been presented as discontinued operations
in the Group’s consolidated financial statements in
accordance with HKFRS 5, Non-current assets held for
sale and discontinued operations, and the comparative
figures of the consolidated statement of profit or loss,
the consolidated statement of profit or loss and other
comprehensive income, and corresponding notes have
been restated to show the discontinued operation

separately from continuing operations.

By J RT3

R /NELHZH=H o RAR HEpESRE
AR AT ([ ) 570 5 9 bk - DA 45 0 gk
DR EAHRATF ([ 1) 5% AHER > A
#454,800,000% 76 o 1 5h 2 — R 7 W8 ik b o 9 42
BB AT > 5 v A v BRI
(TR ] > — [T v B Sk RS B A ) 65.45%
JBEASHE R o P O TR AR S R T 1 4 B B S
% o

AR S Ok =% ) SFEH HVH SR - Bt
A S A 7% T S e e s BB (AR [ A B AR
B ) FrA TR - REREHK > AEECHE
P BRELEH

MRHEEEA —F - )F-A-HBEZFR N\
LA )\ H IR A AR A S A CRLR A o T
& R SESRAFIE ] 5 19 H 0B B e AL AL
FRAEE G M B R B R O R R
T 3 7 45 2 o BELAR £ 4R 2 S At 2 i WA 2 3% Y BB
B DA S A B8] B R A C 51 DA K 4% 1k R S8 I
TR B LB 2 BB -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
f o B B e Mt

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

8  Discontinued operation (continued) 8 DRIEREXEE (&)
(a)  Results of discontinued operation (a) DORILZBEEGFE
Period
from 1 January
2018 to 18
September 2018 2017
H 2 /)\4f
—H—H®EE
R )\
LA+ AHIE
NG| —F -t
$°000 $°000
+it T
Revenue KA 26,976 26,540
Cost of sales SH B AR (20,993) (20,420)
Gross profit EH 5,983 6,120
Other income oAb A 10 7
Selling, general and administrative B - — R AT S
expenses (8,631)
Loss from operations -4 5] (2,504)
Finance costs g5 =9 (624)
Loss before taxation i A58 i M 4 (3,128)
Income tax Al -
Loss for the year ENIEE (3,128)
Gain on disposal of discontinued HE TR RS ER I W a
operation (Note 8(c)) (FH3ES(e)) -
Profit/(loss) for the year from AR DA IR SR
discontinued operation Al OfsiR) (3,128)
Attributable to: JEAS Ty -
Equity owners of the Company Ao wlRERR A A (1,740)
Non-controlling interests Jedie R hERs (1,388)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao 1 B 2 R B

(Expressed in HK$ unless otherwise indicated) (BRI H7EW » A RILHICHIR)

8  Discontinued operation (continued) 8 LCRILREXER (H)
(b) Cash flows generated from discontinued (h) ERIEE %ﬁ%ﬁtﬁgﬂﬁ i
operation
Period
from 1 January
2018 to 18
September 2018 2017
H %)\
—H—H#E
&)\
LA+ HIE
Wk R
$°000 $°000
It Tt
Net cash generated from operating activities BB
Bl g 1,691
Net cash generated from/(used in) investing wamsEL S (H)
activities P B 4 B (117)
Net cash used in financing activities il 3 580 P P
Bl (1,293)
Net cash generated from discontinued [RE IR <E-F 57 T4 L]
operation B4 5 281
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

Ak B BB WA R

(Expressed in HK$ unless otherwise indicated) (BRIESH7EW » FRILHIGHIR)

8  Discontinued operation (continued) 8 DRIEREXEE (&)
(c)  Net assets disposed of as at the disposal date (c) HIE H A Hl B 09 & 5

At 18 September 2018
e IV IWE I AN B

$°000
Tt

Property, plant and equipment (Note 13) W - Rz oty (BiE13)
Inventories &
Trade receivables WEWC R 5 ek
Prepayments, deposits and other receivables TEAT KA ~ 524 Je FoAth B WOk 8
Cash and cash equivalents B4 KB4 EIEE
Trade payables WEAT B 5 Bk
Other payables and accruals At R Ak T T M B
Short-term borrowings FE A R
Non-controlling interests ElR ey £
Net assets disposed of Jit Hh 5 L
Total cash consideration BB RUE
Less: net assets disposed of W BT A
Transaction costs incurred for disposal H 85 BT s 2R 1 28 B AR
Exchange reserve recycled to profit or loss upon disposal AKRE ERE SR A A\ B A B4R

attributable to equity owners of the Group HHT B AR A 1 B Sk
Gain on disposal of discontinued operation (Note 8(a)) HE ORI BB A 35

(FH7ES(a))
Consideration received CHBRE
Less: net cash and cash equivalents disposed of s BT B MBS
THH #H

Net cash inflows BT AT
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

A B BB AR M

(Expressed in HKS unless otherwise indicated) (BRFE534 50 » & RIS ICHIR)

=MW

Directors’ emoluments 9

Directors’ emoluments disclosed pursuant to section
383(1) of the Companies Ordinance and Part 2 of the
Companies (Disclosure of Information about Benefits of
Directors) Regulation are as follows:

AR 2 F R 5383 (1) S (2 R] (3 8% o ) i B
K BUBISE 28K AL I 8 A R I S F

Salaries,
allowances Pension
Directors’  and benefits scheme 2018
fees inkind  contributions Total
e Mk Bkestd  SF-NAE
HHH S BRI ik sk
$°000 $000 $000 $°000
T T T T
Chairman B
M. Shi Baodong AR
Executive directors WrER
Mr. Zhao Huining fil £V
M. Wang Jianhua ESE L
(resigned with effect from 2 May 2018) (A=Z—)\EHH _HiEFHT)
Mr. Mo Yueming SRS

(appointed on 2 May 2018) (R=F—\ELA ZHEELE)
Non-executive director FEUTESR
Ms. Song Sining REWLL
Independent non-executive directors BT ER
Mr. Dong Xiaojie UMK
Mr. He Qi 55 Je 4
Mr. Law Wang Chak, Waltery BRI

(retired with effect from 25 June 2018)
M. Suei Feng-jih
(appointed on 25 June 2018)

(AZF—EAA ST HERE)
[kt
(R=Z—\EAH L)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
for B A 2 R M

(Expressed in HKS unless otherwise indicated) (BRI AFEW » B HIL#EICHIR)

9  Directors’ emoluments (continued) 9 HEHBEMWE (H)
Salaries,
allowances Pension
Directors'  and benefits scheme 2017
fees inkind  contributions Total
e wEik O BkEFH  ZF-4E
#HEE PG K ki
$000 $000 $000 $000
T T T T
Chairman BN 1
Mr. Shi Baodong B - 1,920 18 1938
Executive directors HTHES
Mr. Zhao Huining k£ 5 U
(appointed on 16 June 2017) (REZ—LEANATAHEZLE) = 1,304 5 1,309
Mr. Wang Jianhua A - - - -
Ms. Xu Yongmei Akt R
(retired with effect from 16 June 2017) (H=Z—tHEAR s HEBE) = = - -
Non-executive directors FHTESR
Ms. Song Sining KRB L
(appointed on 16 June 2017) (R=F—tEAPTABERIT) - - = =
Mr. Li Yankuan EETRE
(retired with effect from 16 June 2017) (H=Z—tHEAR s HEBE) = = - -
Independent non-executive directors WP ES
Mr. Dong Xiaojie HUMS A 150 = = 150
Mr. He Qi EeH: 150 - - 150
M. Law Wang Chak, Waltery PR v 150 - - 150
450 3,224 23 3,697

For the year ended 31 December 2018, Mr. Shi
Baodong, Mr. Wang Jianhua and Mr. Zhao Huining
agreed to waive director’s remuneration of $20,000,
$210,000, $1,980,000, respectively (2017: Mr. Shi
Baodong, Mr. Wang Jianhua, Ms. Xu Yongmei and Mr.

Li Yankuan agreed to waive director’s remuneration of

$20,000, 620,000, $283,671 and $9,151, respectively).
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BEZFE - )\FETZH=Z+T—HILEE » ARH%S
A~ R RS A TR e A A ) ) R S T
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— LA AR s EEEEA - kL L
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

A B BB AR M

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

Individuals with highest emoluments

Of the five individuals with the highest emoluments,
two (2017: two) are directors whose emoluments are
disclosed in Note 9. The aggregate of the emoluments in
respect of the other three (2017: three) individuals are as

follows:

10 wmeEMe AL

PRI ARFEMEN LS > W4 (2F—LF : BH)
RHEF QLS RER M) - =% (Z2F—t
o =) NSRBI T ¢

2018 2017
—FN\E
$000

&R
$000
T

Salaries, allowances and benefits in kind
Discretionary bonuses

Pension scheme contributions

i~ WA RIS
AR ARG B ALK

4,188
789
54

5,031

The emoluments of the three (2017: three) individuals
with the highest emoluments are within the following

bands:

=4 (2R B4 =) BR e AL i & H R
o

$Nil — $1,000,000

$1,000,001 - $1,500,000
$2,000,001 - $3,000,000
$3,000,001 - $3,500,000

FHIL — 1,000,000%570

1,000,001#78 — 1,500,000% 70
2,000,001 #78 — 3,000,000%57C
3,000,001 — 3,500,000% 70

2018 2017

ZF )\ —F -t
Number of Number of
individuals individuals
N N

1

1

1

Dividend

The board of directors of the Company does not
recommend the payment of a final dividend for the year
ended 31 December 2018 (2017: $Nil).

11 BB

AAFEREGARRIKMNKRE_F—)ETZH=
+— B IR (22 L4 FH#T) -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

Ao B BB A

(Expressed in HKS unless otherwise indicated) (BRI AFEW » B HIL#EICHIR)

12 Loss per share 12 HEE
(a)  Basic loss per share (a) WFRFELEE
The calculation of basic loss per share is based on the 9 IR 5 A s 18 7 356 A AR 24 135 2 JBEAE 25 I8 TR R A s
loss attributable to ordinary equity shareholders of the 18 S 4R N OB AT S 8 B A S 3 W EE AR > F B EHE
Company and the weighted average ordinary shares in mr
issue during the year, calculated as follows:
(i) Loss for the purpose of calculating basic loss per (1) JH UL G134 R 2 A 15 18 1 JEs 15
share
2018 2017
ZE— )\ TR
$°000 $°000
T
Loss attributable to the equity owners of A2 VIR R AT A A s 1
the Company 46,846
Distribution paid to the holders of RA W BB R AR
perpetual convertible securities (Note 30) (FiHE30) 5,100
Accrued distribution to the holders of TR BT Be i F A AT 40Uk
perpetual convertible securities (Note 30) (FE30) 5,197
Loss for the purpose of calculating FARLRH S0 B F AR s 48 1 e 1R
basic loss per share 57,143
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12
(a)
(i)

(b)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

A B BB AR M

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

Loss per share (continued)
Basic loss per share (continued)

Weighted average number of ordinary shares

12 FREE (&)
(a) WRELENE ()
Gi) P

2018 2017

ZE )\ e 2 ot

’000 "000

T T

Issued ordinary shares at 1 January A—H—H 847 m % 12,748,925 12,047,043

Effect of warrants exercised AT 2 PR 5 1 2 = 489,860
Effect of issuance of shares upon conversion AR A W75 5715

of perpetual convertible securities BT IR S 2
(Note 29(b)(i)) (FiEE29(b)(1)) 493 141

Weighted average number of ordinary shares -+ H=+—H M@K

at 31 December IR ST 34 8 12,749,418 12,537,044

Diluted loss per share

There were no dilutive potential ordinary shares
outstanding for the years ended 31 December 2018
and 2017. The effect of the deemed conversion of the
perpetual convertible securities was not included in the
calculation of diluted loss per share as they are anti-
dilutive during the years ended 31 December 2018 and
2017.

(b)  FEIR N 1R

BE-ZF-N\ER-F-LEFTA=Z+T—HILE
JEE S JHE e R R AT VA T B A A o EF N\
ERB-LETZHET—HIREE > BIRKA
] 4 i S A > WO AR K T
0 2 5 SR R s A B i 1R A AR o
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
o B B 2 A M

(Expressed in HK$ unless otherwise indicated) (BrFEHAFEW » FRIDLHEITCHIR)

13 Property, plant and equipment 13 W3 ~ Ws Bkt
Furniture and ~ Machinery
leasehold and Motor
Buildings improvements equipment vehicles Total
(E31i9)3 [ 3794
i ES ik B0 HL i
$°000 $°000 $000 $°000 $°000
Tt Tt Tu Tt Tt
Cost: BA
At 1 January 2018 R=F—/)\F—H—H 3,739
Additions wE ; 286
Additions through acquisitions 75 4 i i i 2 v V7
of subsidiaries (Note 31) (FfiE31) 101,234 B 102,209
Disposals e = j (42)
Disposal of discontinued BRI RS EE
operation (Note 8(c)) (FfEES(C)) (1,146)
At 31 December 2018 W )\F
+—-H=+—H 101,234 o ,26¢ 105,046

Accumulated depreciation: BAHng -

At 1 January 2018 REF—N\E—H—H
Charge for the year ARAEBE X M
Written back on disposals i
Written back on disposal of HEC&IERE
discontinued operation S ikl
(Note 8(c)) (BfkiEs(c)
At 31 December 2018 RF— )\
B = 1 .
Carrying amount: W :
At 31 December 2018 R\
+=ZH=+—H 101,234 103,576
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Property, plant and equipment

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
o B A 2 R M

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

13 P& ~ s Bt (A7)

(continued)
Furniture and ~ Machinery
leasehold and Motor
Buildings improvements  equipment vehicles Total
TR A R
My HERE B4 B LK
$°000 $°000 $°000 $°000 $°000
T T T T Fio
Cost: BAR
At 1 January 2017 R_F—tE—~H—H - 476 887 1,392 2,755
Additions WE = 665 474 - 1,139
Additions through acquisition %548 it i bt J&§ 2 w1V B
of a subsidiary = 13 = = 13
Disposals i - (5) (253) = (258)
Exchange adjustments i e, = 27 40 23 90
At 31 December 2017 S o
- t=REteR = b W LA S
Accumulated depreciation: B
At 1 January 2017 RZ=F—tE—~H—H — (216) (626) (400) (1,242)
Charge for the year AP - (141) (164) (330) (635)
Written back on disposals B ] = = 229 = 229
Exchange adjustments i 32, i = (22) (29) (20) (71)
At 31 December 2017 S o
R e = b N — S — (60 (50 (L719)
Carrying amount: e i
At 31 December 2017 RFE—LF
+=H=1—H - 797 558 665 2,020
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
o B B 2 A M

(Expressed in HK$ unless otherwise indicated) (BrFEHAFEW » FRIDLHEITCHIR)

14 Intangible assets 14 REE
Securities Travel
licence licence Software Total
$°000 $°000 $000 $000
T T T T
Cost: JRAS
At 1 January 2017 Wt —A—H 9,011 - - 9,011
Addition through acquisition of subsidiaries 7754 {5 i Pt J8 23 W] 45 B 7,377 = = 7,377
At 31 December 2017 and 1 January 2018 A —F—tL4+H
=t—HEK
—F—/)\#f—H—H 16,388 - - 16,388
Addition through acquisition of subsidiaries %54 Wi bt & 23 ]
(Note 31) WNE (MhaE31)
Additions wE
Exchange adjustments [P 52, 3 4
At 31 December 2018 BoZ—)\E+2A
____________________________________________ =t-A
Accumulated amortisation: BETHESY -
At 1 January 2017, 31 December 2017 and A _F—t4F—H
1 January 2018 —H - ZF—bF
TZHZT—HK
“&R—-)\E—H—H
Charge for the year ACAE B 3
At 31 December 2018 BEF—/)\E+2A
____________________________________________ =tR
Carrying amount: MR -
At 31 December 2018 m=F—-N\E+ZAH
=+—H 16,388 1,641 99 18,128
At 31 December 2017 /e S v S |
=+—H 16,388 - - 16,388
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The intangible assets mainly represent the licences
to carry out Type 4 (Advising on securities), Type 6
(Advising on corporate finance) and Type 9 (Asset
management) activities under the Securities and
Futures Ordinance (the “SFO”) (Chapter 571 of the
Laws of Hong Kong) and the outboard travel licence
for the Group to carry out outboard travel business.
Management assessed that the economic useful lives of

the licences to be indefinite.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
Ao B BB A

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

Goodwill

As mentioned in Note 31(b), the Group acquired
Hebei Tu Men Travel Development Limited (“Tu Men
Travel”) in 2018. Goodwill amounted to $12,994,000 was
recognised on the acquisition of Tu Men Travel and has
been allocated to the business of Tu Men Travel which
has been identified by management of the Group as a
CGU. The recoverable amount of this CGU to which the
goodwill is allocated is determined based on value-in-use
calculation. The calculation uses 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
weighted average growth rate of 3% which is consistent
with the forecasts included in industry reports. The cash
flows are discounted using a discount rate of 20.97%.
The discount rate used is pre-tax and reflect specific
risks relating to the business. Based on the results of the
value-in-use calculation, the management of the Group
considers that no impairment loss is required to be made
on Tu Men Travel CGU, and hence, the goodwill.

15
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A B RES (D) BT At > AR B 1 T R — )\ AR W
b+ PR BB A A | (TR PTiRAE ) - AT
T WA S - PR 7 e W T B 12,994,00095 7G> 3 T
FC 3 T 2 00 A 5 1 A L U ) s B 4 A LA I
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

B AR A M

(Expressed in HKS unless otherwise indicated) (BRI AFEW » B HIL#EICHIR)

16 Investments in subsidiaries 16 A E A RHE
The following list only contains the particulars of the UTFHEEBER " F—)N\F+ _H=+—HFEHE
subsidiaries at 31 December 2018 which principally A I - A A B A R RE
affected the results, assets or liabilities of the Group.
Proportion of ownership interest
AR AL
Place of Particulars of issued/ ~ The Group’s Held by
incorporation/ registered and effective the Held by
Name of company establishment paid-up capital interest Company  asubsidiary ~ Principal activity
FEM AL,/ o#t/ REH AAE WEAH
YNHER BoL AL R IR RERS BWEHE B iy il EEEBES
1 Miller Rise Development Ltd. New Zealand New Zealand Dollar Property development
(“NZD”) 100
1 Miller Rise Development Ltd. A 10047 R e ([4tc]) 100% 100%  FHERS
173 Millwater Parkway Investment Ltd. New Zealand NZD100 Property development
173 Millwater Parkway Investment Ltd. VLT 100476 100% 1000 FEHEp
China Tourism & Culture Industrial The Cayman Islands -~ USD2,500,000 Investment holding
Tnvestment Fund Management Limited
(“Tourism Fund”) (Note (i)
PRI R RS THARAT  WERE 2,500,000%7C 40% 40%  BEER
(T4 1) (L)
Four Seas Tours Limited (“Four Seas Hong Kong 3,000,000 shares Sale of air tickets and provision
Tours”) of other travel related
services
Wi RGHARAR (T19%) i 3,000,000 By 65% 65%  HREHE RARBICAIRE R
BH
Orient Victory Azure Asset Management Hong Kong 5,650,000 shares Provision of adw'sory services
Limited on securities and assets
management
FR R A RA A ik 5,650,000 4 100% 100% ARG IR
R
Orient Victory Azure Capital Limited Hong Kong 1,200,000 shares Provision of advisory services
(“Azure Capital”) on corporate fimance
RERGEHBRNARAR (REME]) B 1,200,000/ Bt 4 100% 100% AR ERBHIE
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
o B A 2 R M

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

Investments in subsidiaries 16 JFAMHEB AR REE (/)

(continued)

Proportion of ownership interest

WA NN T2 1L
Place of Particulars of issued/ ~ The Group’s Held by
incorporation/ registered and effective the Held by
Name of company establishment paid-up capital interest Company  asubsidiary  Principal activity
FEL oEfr/ KEH AaE WEAH
kS JRALH B kMR AR {5 Frfih it LEEHED
Shenzhen Dongsheng Huamei Cultural Mainland China Note (iii) Investment holding
Travel Company Limited (IR #%
JALHRIER R ) (Note (i)
VRYURBE S LR A A (R G)) Bk M i) 100% 100%  HEER
Tu Men Travel (W16 i b 3§ Mainland China RMB55,879,000 Tourism business
HPRATRD) (Notes (i) and 31(b))
LR (Wick(i) &31(0)) SN NReH55,879,0007¢ 55% 550 MR
Dongsheng (Beijing) International Travel ~ Mainland China Note (iv) Tourism business
Co., Limited (“Dongsheng Befjing”)
(RBF Gl BB HRATA A LA )
(Notes (ii) and 31(a))
B CI) BRI Tt A A LN itk iv) 100% - 100%  TRiEER
(TR 1) (ki) Be31(a)
Hong Kong Orient Victory China Cultural ~ Hong Kong 500,000 shares Tourism business
& Tourism Industrial Development
Limited (‘HK Cultural & Tourism”)
FERBTHOUUREERRRAMAT Al 500,000 B 51% - 51%  TRMEEH
(E3:3¢(43:3)
Hebei Yidao Town Real Estate Development - Mainland China Note (v) Tourism business
Limited (“Yidao Town Real Estate”)
(VT eI /N e B B B ]
(Notes (i) and 31(c))
WA MR E A RAR o e [(E) 5% - % ks

(TR /DSUR A 1) (W) 31(c))
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

B AR A M

(Expressed in HKS unless otherwise indicated) (BRI AFEW » B HIL#EICHIR)

16 Investments in subsidiaries 16
(continued)

Notes:

(i) The Group has the power to control the entity
through its power to appoint the majority of the
board of directors.

(ii) The English translation of the names are for
reference only. The official names of these entities

are in Chinese.

(iii) The registered capital of this entity is RMB450,000,000.
As of 31 December 2018, the registered capital has not
been paid up.

(iv) The registered capital of this entity is RMB10,000,000.
As of 31 December 2018, the registered capital has
not been paid up.

(v) The registered capital of this entity is RMB120,000,000.

As of 31 December 2018, the registered capital has
not been paid up.
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T B i 2wl g B & (A7)

(iii)

AR BB IE AT 0 11 K 2 WOk B W) =45 1
BRI RE o

ARSI 2% o TN E 7 ARG DL
HC R A

BRI AR A R 450,000,0007C © %
—)EFZHZ+—H > sEEAR AR -

% BB AR R A B A R 10,000,0000T o A E
—JEFZHZ—H > FEMEAR ARG

B E AL A R¥120,000,0007C © =%
—)EF+ZH=Z+—H > dEMEARM R -



16

(a)

Investments in subsidiaries
(continued)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

A B BB AR M

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

16 M A R R BRE ()

Details of the Group’s subsidiaries that have (a) HEH H K IEHEIRRE 2 19 2K 4 B I g 4 v
material non-controlling interests are set out A lEEANWT
below:
2018 2017
—F—)\4 &g
Percentage of equity interest held by FEE BERE s F A R b
non-controlling interests:
Continuing operations FFAAE T
— Tu Men Travel — iR N/A ANE
— Tourism Fund — RAEF A 60%
2018 2017
—F N\ —F b
$°000 $000
Tt
Loss for the year allocated to non-controlling i B > 3 B 25 M AR4E B 48,
interests:
Continuing operations TR E T
— Tu Men Travel — tMiRAE =
— Tourism Fund — AR (6,959)
2018 2017
ZE N\ =&
$°000 $000
TIu
Accumulated balances of non-controlling TR0 ] e JBL R 2 B R A5 R
interests at the reporting period:
Continuing operations FRRASE T
—Tu Men Travel — PR i
— Tourism Fund — R4 4,716
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

2y
ARA

S 25 A B

(Expressed in HK$ unless otherwise indicated) (BrFEHAFEW » FRIDLHEITCHIR)

16

(a)

(b)

Investments in subsidiaries 16 RHEARKRE ()
(continued)
Details of the Group’s subsidiaries that have (a) HEF H A IEHE IR RE 22 09 2K 5 B Y g 4 vl
material non-controlling interests are set out A WHINUT : (%)
below: (continued)
The following tables illustrate the summarised financial TRFIRN L b S A v B R R > B RS
information of the above subsidiaries. The amounts B A VA2 G MR A -
disclosed are before any inter-company eliminations:
Continuing Operations
FRATAS T
Tu Men Travel Tourism Fund
b3 TeAFIES
2018 2018 2017
ZER )\ ZER )\ R
$°000 $°000 $°000
Tt Tt T
Revenue WA -
Total expenses A (11,599)
Loss for the year RAEFE IR (11,599)
Non-current assets e B & 129,886 =
Current assets REE E 4,050 7.874
Current liabilities mEa (56,354) : =
Non-current liabilities B UR=Eiy (3,676) =
Net assets B VR 73,906 7,874
Disposal of a subsidiary (b)  HIE— Pl 4 ]
In 2018, the Group disposed of its 100% equity interest T )\ > ARG DARESH T H & R MAAM

in MAAM Limited, a subsidiary principally engaged
in the provision of financial services at a consideration
of $8, and accordingly, a gain of $492,000 has been
recognised in 2018.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
o B B 2 A M

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

17 Interests in associates 17 AR A A W RE 42
2018 2017
—F )N\ —F -t
$°000
i
Interest in Dakun Zhifang JARIPEL 7 R A
(as defined in Note 17(a)) (EFRMEL7() 30,819 =
Interest in China Comfort 7 v I AR AR 2 360,434 399,271
391,253 399,271
2018 2017
R )\ e Sl ot
Notes $°000 $°000
T
Share of losses of Dakun Zhifang FEAG R E 5 e 1R (204) -
Share of losses of China Comfort JEAN o R SR ps 4R (17,110) (13,517)
(17,314) (13,517)
(a)  Acquisition of an associate (a) WIEEIHE A Al

TR I b R IR K By B b B
R A (AT ) B -

The following table lists out the particulars of
Zhangjiakou Dakun Zhifang Real Estate Development
Co., Limited (“Dakun Zhifang”), which is an unlisted

entity.
Proportion of ownership interest
BT RERERR F A L

Particulars

of registered The Group’s Held by
Name of Place of and paid-up effective the Held by
associate establishment  capital interest Company asubsidiary Principal activity

kM RA R REM KAH WEAH
Ly Sika JRAL TR HW RS Fise Fifef EEEBRE
Dakun Zhifang Mainland China ~ RMB5,000,000 40% = 40% Real estate development and sales and

other related service

RWET i UN: A RH5,000,00078 I M 8 5 DL At B
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FINANCIAL STATEMENTS

e A
o)

(Expressed in HKS unless otherwise indicated) (BRI AFEW » B HIL#EICHIR)

17
(a)

200 | orienT

B 285 A Mt ik

Interests in associates (continued)
Acquisition of an associate (continued)

On 7 August 2018, the Group acquired 40% equity
interest in Dakun Zhifang at a total consideration of
$20,583,000. Dakun Zhifang is accounted for using the
equity method in the consolidated financial statements

since the above acquisition date.

On the date of acquisition, the identifiable net assets
acquired by the Group mainly included inventories,
representing Dakun Zhifang’s land under development.
The fair value of the land under development was
determined based on valuations carried out by a
qualified surveyor, Memfus Wong Surveyors Limited, at
the date of acquisition. The valuer has recent experience
in the category of assets being valued. The Group’s
management has discussions with the valuer on the
valuation assumptions and valuation results when the

valuation was performed.
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17 JRBHEA VRS ()

(a)

Wl it 2\ vl ()

WZF— NENHLH > AREHE L HERE20,583,000
HEIC U K BT 40% B ASKERS » AR B Rk ot
H L BR P RE RS B 5t 5 B 5 S R Bl B 5 AR

T WO 30T > AR I W T B R A R R
FEAEEE > B ORH By IE 75 BH B 00 b b o TE 7R BH B 1Y
b i 2 SRR 95 5 s B R U R AT AT R A
AR WO H AT B A (BB R o Al 8L R 76 BTl
RS 75 THI A A0 P90 AR I o A % A L A AT A
I BEL Ak i A% 6 A e Bl s SRAEAT ko



17
(a)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

A B BB AR M

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

Interests in associates (continued)
Acquisition of an associate (continued)

Summarised financial information of Dakun

Zhifang

Summarised financial information of Dakun Zhifang,

adjusted for fair value adjustments made at the date

17 PR A R ()
(a) WIEE A ] ()
B 1 B R

KI5 A ORI ZE (TR WO H AT i 2
TR A 8 % i 1B A ] 22 AR R T B £ A

of acquisition and any differences in accounting PR FEIET TR ) By BT
policies, and reconciled to the carrying amounts in the
consolidated financial statements is disclosed below:
2018
—F )\
$°000
Gross amounts of Dakun Zhifang’s KINE Ty W 4R 45
Current assets RBE E 358,311
Current liabilities B (105,179)
Non-current liabilities eI =Ly (176,084)
Equity attributable to the Group A5 ] A AN 2% 77,048
Group’s effective interest AR [ ) B R 2 40%
Group’s share of net assets of Dakun Zhifang and A A [ RE A KB B W A R
carrying amount in the consolidated financial GG B R IR AR R T

statements

Revenue for the period from 7 August 2018 to
31 December 2018

H=Z—)\4)\A-LHiEE
R )T A=+ HIEBHBA

Net loss for the period from 7 August 2018 to
31 December 2018

Group’s effective interest

HZZF—/\#F)\H-LHEE
=& )\ H = H R R R
55 ) Y T M 2

Group’s share of net loss of Dakun Zhifang in the

consolidated financial statements

i A A BB R i A 45
WA o L5 s 4R i 4
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

B AR A M

(Expressed in HKS unless otherwise indicated) (BRI AFEW » B HIL#EICHIR)

17 Interests in associates (continued)

(b)  China Comfort

The following table lists out the particulars of China

Comfort, which is an unlisted entity.

R WRE A RS ()
Hf foi] I
AR L7 PR o R PR A o

Proportion of ownership interest

WA RS 1L
Particulars
of registered The Group’s Held by
Name of Place of and paid-up effective the Held by
associate establishment ~ capital interest Company ~ asubsidiary Principal activity
EalYE e REH AR WA
B AR 4 FRAL A 5 i B W hER Fiseh st TEERED
China Comfort Mainland RMB70,000,000 49% = 49%  Provision of tourism-related and ticket-sales-related
China services, and provision of brand name for use by the
franchisees
o EARE  ARMET00000007C SR A Do 5 e 5 A A R A
Z ARt

On 22 September 2015, the Group acquired 49% equity

interests in China Comfort at a total consideration of
RMB441,000,000 (approximately $541,573,000). China

Comfort is accounted for using the equity method in

the consolidated financial statements since the date of

acquisition.
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(b)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
o B B 2 A M

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

Interests in associates (continued) 17 B e s ()
China Comfort (continued) (b) H1EFENE (F)
Summarised financial information of China f [l JE A 1] B R
Comfort
Summarised financial information of China Comfort, o 5 R 4 B R B (RN U H AT A
adjusted for fair value adjustments made at the date PR 30 3 K €7 S ST AT 1T 2 SR AR A R B 4 A A
of acquisition and any differences in accounting B IR TR ) Do F
policies, and reconciled to the carrying amounts in the
consolidated financial statements is disclosed below:
2018 2017
—FR )\ R
$°000 $°000
Tt
Gross amounts of China Comfort’s v [ek] R R g 4 4 4R
Non-current assets (Note (1)) BB A (MEEG) 1,133,116 1,138,155
Current assets (Note (ii)) B E (k) 189,867 237,413
Current liabilities L= (353,061) (310,252)
Non-current liabilities I A (234,342) (247,718)
Non-controlling interests BRI $ - (2,761)
Equity attributable to the Group AKE [ EAG R A 2% 735,580 814,837
Group’s effective interest A A B ) B R 2 49% 49%
Group’s share of net assets of China AR B B R A AN 4 [ EA
Comfort and carrying amount in the e R SRR 1) 7 3 1 % B T AL
consolidated financial statements 360,434 399,271
2018 2017
SEE B
$°000 $°000
T+
Revenue for the year ANAR B A 624,291 758,245
Net loss for the year AR s 4R AR (34,918) (27,587)
Group’s effective interest AR [ 1) BT MR 2R 49% 49%
Group’s share of net loss of China Comfort in SRS BT R B A [ HEAY
the consolidated financial statements o [BR] R M ) s L TR (17,110) (13,517)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

B AR A M

(Expressed in HKS unless otherwise indicated) (BRI AFEW » B HIL#EICHIR)

17 Interests in associates (continued)
(b)  China Comfort (continued)

Summarised financial information of China
Comfort (continued)

Note:

(i) On the Acquisition Date, the identifiable net assets
acquired by the Group included intangible assets
(representing China Comfort’s trademark and
distribution network). These intangible assets are with
indefinite useful lives and are allocated to the business
of China Comfort as a whole, which is identified as
a single cash-generating unit (i.e. China Comfort
CGU). The carrying amount of these intangible assets
at 31 December 2018 amounted to $789,599,000.
The management of the Group has carried out an
impairment assessment on China Comfort CGU at 31
December 2018. The recoverable amount of China
Comfort CGU is determined based on value-in-use
calculation. The calculation uses cash flow projections
covering a five-year period based on financial budgets
prepared by the management of China Comfort and
strategic projections representing the best estimated
future performance of China Comfort, including the
forecast revenue, cost of sales and other operating
expenses. Cash flows beyond the five-year period
are extrapolated using an estimate weighted average
growth rate of 4% which is consistent with market
concensus on long-term growth rate of travel industry
in the PRC. The cash flows are discounted using a
discount rate of 18.28%. The discount rate used is
pre-tax and reflect specific risks relating to China
Comfort CGU. Based on the results of the value-in-use
calculation, the management of the Group considers
that no impairment loss is required to be made on
China Comfort CGU, and hence, the intangible assets.
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17 RBEE A R RRESR (A7)
o B (%)
o B 55 RS ()

(b)

B

(i)

WS 0T > 70 5 WAL S 4 T ) Y P A A A
TE & e (B o 0 R A A% T o Y A ) o WA
TE ¥ e EL A 40 P A 100 5 e 40 W 3 v R R 3
W5 o T B — B 4 s B (B v R A B 4
FEABLAL) o % TR A W IR (R — 2 — )4
+ = H=+—H#789,599,0009 50 o AXHE % H g
W) UE+ A=+ —H ¥ BB &
A BT ATIRAE AN o v IR OB 1 B 4 7 AR WAL 1Yy
A IR KT A P AR ST B o RAEE A
Y FAF 0 B e R TR > % TR R v (R R A
i 0 4 Y B 25 TR S 5 R T DA T e e R R R
e LAY B A BT > AR FEEIMOA - 8B AR K&
A8 A S o 30 T4 B Y B A B R AR BT
WE V¥ R BRADMEATHEST > UL TIAF A vp B E AT
SEN R BRI o Blem BRI BIR
18.28%HEATHTB o Bl W T BLR A BRABERT » W IR
W B v [0 SR 4 A LA T P o IR o AR
5k A T SR A5 SR > ARSE AT B A > B
e ) AR P B 4 A S T ST Y BRI 4R
A o
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(b)

18

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

Fo A 20 i P

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

Interests in associates (continued) 17 BB AR RS ()

China Comfort (continued) (b) H B FEE ()

Summarised financial information of China ol S 11 A 5 R ()

Comfort (continued)

(ii) Upon the in initial application of HKFRS 9, an (ii) T U RE FH A s B 5 i HE U] SR o 4% > ARREEEIE
adjustment to the opening equity at 1 January 2018 TR N\ H AR R AR R > DAt
was made to recognise additional ECLs on trade o ] RFE M P MR B 5 MR sk e R A T £ B A 4R
receivables of China Comfort (see Note 2(c)(i)). (RKEE2(e)()) °

Other financial assets 18 Hofth & i & e

2018 2017
—%—)\4 e S wia
$°000 $°000
Tt Tt
Financial assets measured at amortised cost:  $ZHEEY AT B SR E & ¢

— Loan to an associate

— kT B A F R R

. I

On 22 October 2018, pursuant to an agreement
with other equity holders of Dakun Zhifang, the
Group provided a long-term loan of RMB71,100,000
(approximately $80,954,000) to its associate, Dakun
Zhifang, which accounted for 40% of the total long-
term loans granted by all equity holders. The loan is
unsecured, non-interest-bearing and repayable on 21
October 2021. The loan was initially recognised at its
fair value of $70,433,000 and subsequently measured at
amortised cost using the effective interest method. The
fair value of the financial asset was determined by its
present value with reference to the market interest rate
of loans with similar terms. On initial recognition, the
excess of the cash paid over the fair value of the financial
asset of $10,521,000 has been recognised as the Group’s
interest in Dakun Zhifang.

ANNUAL REPORT 2018 | ORIENT VICTORY TRAVEL, GROUP COMPANY LIMITED | 205

R —)ETHZTZH > RSBy H Al
B2 3 NGT S n ik o A I 1 LI A W] K
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

A B BB AR M

(Expressed in HKS unless otherwise indicated) (BRI AFEW » B HIL#EICHIR)

19 Inventories 19 f+&
(a)  Inventories in the consolidated statement of — (a) AZRr BRI ERIIFE EI5 :
financial position comprise:
2018 2017
“E N\ e Sl
$°000 $°000
T
Raw materials AR 836
Work in progress TERLE, 100
Finished goods B S 12,383
Land held for future development for sale e R AR B DL AL H A B - Hb 50,472
63,791

The amount of land held for future development
expected to be recovered after more than one year is
$54,423,000 (2017: $50,472,000).

TEHT 7 8 408 — 4 4% W [T 1 e 1 R 2 B8 e - i i & %
#554,423,000¥ 70 (& —-L4E 1 50,472,000¥70) ©

(b)  The analysis of the amount of inventories  (b) #E & %5 P 3¢ it BN 18 7z 19 17 B 2 80 47
recognised as an expense and included in wWE
profit or loss is as follows:
2018 2017
B )\E —F—ba
$°000 $°000
Tt Tt
Carrying amount of inventories sold CEA SRR LE M
(c)  The analysis of carrying value of land held (c) 5 1E 571 7 Bl 28 DU O Hi B2 5 - 3 g B TT
for property development for sale is as EH9 BT
follows:
2018 2017
—E—)\4E e S oD
$°000 $°000
T+
In New Zealand: AR VG
— 50 years or more (long leases) — 504EE DL | (RIFE) 50,472
In Mainland China: T R R
— 40 years (medium-term leases) — 404 (hHIAE) =
50,472
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
o B B 2 A M

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

20 Trade receivables JE W B 5 ek

31 December 1 January 31 December

2018 2018 2017

&)\ I S S

+=A &2 )\& +=H

=+—H —H—H 29—

$°000 $000 $000

Tt Fri T

Trade receivables WM B S MRk 28,192 28,192
Less: loss allowance (see Note 35(a)) W : BEE A (RMEESS(a) (167) (33)
28,025 28,159

Note: Upon the adoption of HKFRS 9, an opening
adjustment at 1 January 2018 was made to recognise
additional ECLs on trade receivables (see Note 2(c)(i)).

Ageing analysis

As at the end of the reporting period, the ageing analysis
of trade receivables, based on the invoice date and net of

loss allowance, is as follows:

PFRE = R ERANT W Ik B 0 JU SRRk A% > AR ER 2
T )\ — A — BAEHAERIR R > DUBt ek B 5 0
ARSI R i CLMEEE2(0)() ©

HR B 2 Hr

BEARHCE IR > MBS 5 MRk A 410 i 21 B 488 A 1%
MRARBE ST H IR IR B AT T

2018 2017
—F)\4E e 2l ot
$°000 $000
SN

Within 90 days 90H N

91 to 180 days 91H #180H
181 to 365 days 181 H #365H
Over 365 days 365 H

25,768
2,272
119

28,159

Trade receivables are due within 14 to 90 days (2017:
14 to 90 days) from the date of billing. Further details
on the Group’s credit policy and credit risk arising from

trade receivables are set out in Note 35(a).

A5 HAE > REWCR S IRk 1428900 (2% —&
A2 14F90H ) WEIH o AR RBORK K 5
s B A A B R Py o — 2 I O MR 335 (a)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

Ao B BB A

(Expressed in HKS unless otherwise indicated) (BRI AFEW » B HIL#EICHIR)

21 Prepayments, deposits and other

21  THAFKIE ~ $5 M it FE W sk

receivables
2018 2017
—B )\ Rt
$°000 $°000
Loans to associates (Note (ii)) TR AT R ER (FEEGL))
Interest receivable FEWF B
Other deposits and receivables HAth 3524 B HEW IR 3k

Financial assets measured at amortised cost FUHEE AR R Y A i i

Prepayments for other operating expenses FAth 25888 B S A TR K I

Prepayments for acquisition of business WA S 75 1 FELAS 3k D

Prepayments for development of tourism B 5 it 0% 5 BN T W TEA A OE
attraction project

Notes: B e

(i) All of the prepayments, deposits and other receivables (i)

are expected to be recoverable or recognised as
expenses within one year.

(ii) At 31 December 2018, loans to associates represent
short-term loans to Dakun Zhifang amounting
to RMB22,900,000 (equivalent to approximately
$26,074,000) and China Comfort amounting to
RMB32,340,000 (equivalent to approximately
$36,822,000), both of which are non-interest-bearing,
unsecured and are repayable on demand.

(iii) At 31 December 2018, other receivables of $Nil (2017:

$599,700) were pledged as security for a third-party
guarantee against the Group’s bank loans.
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(iii)

FI AT BRI ~ 4524 b WOk S TR T A — 4
P I e A B S o

NoF—)\E+ZHA=+—H > BTHELAFN
B R B AL T R A 7 A R 22,900,0005C (FH %
R #126,074,000970) B9 LI BEEK > DL IR EE T
Jo R N ERM 32,340,00070 (FH 7 #936,822,000%
JC) MY AR » FEHARGEE > SRR I 28 4 32
KA o

WZF—)UE+ZH=1—H » HMEECGKIEZ
J6 (& —L4 1 599,700 50) FAMEE=J7HEMRA
AR SR [ SRAT BB B A R o
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
o B B 2 A M

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

Restricted bank deposits

22 PRI ERAIT K

2018 2017
ZF )\ Rt
$°000 $°000
T+t Tt
Guaranteed deposits for a letter of credit G A ERER (EEG)

(Note(i) 33,248
Restricted deposit for holding a travel licence #5473 R ) 52 Bl 12 5% =
Restricted deposit for future distributions i) 7K A AT B SR 7B S R A AAE H

to perpetual convertible securities holders AT IR Z B Ak (B (i)

(Note(ii)) 10,200

43,448
Notes: [(ipi

The letter of credit was pledged as security for China
Comfort’s bank loan and had expired in 2018.

For the perpetual convertible securities issued on 30
March 2016 (Note 30), the Group undertook to the
holders that it would deposit an amount equivalent
to 6% of the outstanding principal amount of the
perpetual convertible securities at a designated bank

account to serve as guaranteed deposit.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

22 /A
ARE

(Expressed in HKS unless otherwise indicated) (BRI AFEW » B HIL#EICHIR)

S5 e Mt ke

23 Cash and cash equivalents and other Iﬁé? KBl &% {aE H DA R KA B 4
cash flow information i & Bl
(@) Cash and cash equivalents in the ARG B ULy Bl R Bl & S0 HH

consolidated statement of financial position
comprise:

i -

2018 2017

ZF )\ e S w3

$°000 $°000

T

Cash at bank and on hand SRAT R FHBI A 118,755 35,632
Time deposits with original maturity of less SRR H A=A 2 Bk

than 3 months 70,118 322,064

188,873 357,696

RMB is not freely convertible into other currencies,
however, under Mainland China’s Foreign Exchange

Control Regulations and Administration of Settlement,

A RMEART i SOl IR > (EAREE (o R B
A A BRAGRA) Be (A5 I ~ 45 BEE B A R4S BRLARL A >
Y T A S B 775 0 2 A A A/ E S 5 M SRAT AN IR

Sale and Payment of Foreign Exchange Regulations, R o8 o A 1 o
the Group is permitted to exchange RMB for other
currencies through banks authorised to conduct foreign

exchange business.
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(b)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

A B BB AR M

(Expressed in HKS unless otherwise indicated) (BRFE534 50 » & RIS ICHIR)

Cash and cash equivalents and other 23 HeRkBHESSEEE R4
cash flow information (continued) WwEB (%)

Reconciliation of liabilities arising from  (h)  fh &% B4 09 B 16092

financing activities

Short-term Interest Distributions
borrowings payable payable Total
TNt o TER IS TEAF 23 At
$000 $000 $000 $000
i Ti Tx T
(Note 27) (Note 30)
(MkaT) (Fi3k30)
At 1 January 2017 R-Z-t4E-A-H 9617 3 25,581
Changes from financing cash flows: MES AR ELEY :
Proceeds from bank and other borrowings Gy EN e 9,236 9,236
Repayment of bank and other borrowings R RIS (10,652) (10,652)
Interest paid CHHE (631)
Distributions paid to holders of perpetual EATRA Tl 5
convertible securities Tl AR (20,992)
Total changes from financing cash flows MERATES DA 20,99 (23,039)
Other changes: %%
Distributions declared (Note 30) DEEMK (FFE30) 5, 5,100
Interest expense on bank and other borrowings SRAT R ILAA A BB 624
Exchange adjustments B 53 % 47 47
Total other changes Jefb B 47 5, 6,471
REB-LHEFZA=t—H
At 31 December 2017 and 1 January 2018 k=Z—)\#—H—H : 9,013
Changes from financing cash flows: MERET B
Proceeds from bank and other borrowings ST RIS B 0 13,296
Repayment of bank and other borrowings R RSB (L,275)
Interest paid SHHE (460)
Distributions paid to holders of perpetual CUATRA Tl 5
convertible securities 8 AR (26,078) (26,078)
Total changes from financing cash flows MEHARES DA (26,078) (14,587)
Other changes: %%
Distributions declared (Note 30) BHEHAR (HRE30) 26,078 26,078
Interest expense on bank and other borrowings BT RSB B : -
Disposal of discontinued operation (Note 8) HECKILAEEERE () .24 =
Exchange adjustments [ i % 5 =
Total other changes b s 7,67, g 26,078 18,800
At 31 December 2018 RZ2-\EHZA=1—H 13,226 . 13,226
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
for B A 2 R M

(Expressed in HKS unless otherwise indicated) (BRI AFEW » B HIL#EICHIR)

24  Trade payables 24

As at the end of reporting period, the ageing analysis of

trade payables, based on the invoice date, is as follows:

WAt B 5 Bk sk

BEARREIIAR > AT B 5 Moo 5 3 5 1 A0 I
IR EE AT T

2017
=&
$000
Tt

Within 90 days 90H N

91 to 180 days 91H#180H
181 to 365 days 181 H #365H
Over 365 days 365 H

33,225
48
28
90

33,391

Included in trade payables are payables of $24,800,000
(2017: $29,414,000) due to a non-controlling equity
shareholder of a subsidiary which are repayable within
40 days from the date of billing.

All of the trade payables are expected to be settled

within one year or are repayable on demand.

JE A B 55 Wk op A 6 HE AF — R PR 2 R I 4 A
25 B A A5 3K 3B 24,800,000 0C (& — L4
29,414,000¥70) » 0 H B 5 H B H RE=R -

FERE PR A B 5 MO I — 4R PO 5 A O 2R kg
fHR -

25 Contract liabilities 25 HHAM
2018 2017
—ZEZ )\ —F -t
$°000 $°000
Tt Tt
Receipts in advance from customers bl 9=F¢':] m:

All of the receipts in advance from customers are

expected to be recognised as revenue within one year.
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26

27

Other payables and accruals

NOTES TO THE CONSOLIDATED

26 FLAth Ak sk 5 K w1 2 A

FINANCIAL STATEMENTS

A B BB AR M

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

2018 2017
&R )\ e 2l ot
$°000 $°000
Tt T+
Amounts due to related parties A B gk iy 2k Ve 51,004 1,189
Payables to air tickets customers REAT BESE 5 P R E 6,641 6,185
Accrued legal and professional fees FERH A R S A 5,111 6,809
Payable for acquisition of Tu Men Travel WAL P i 20 V%) A5 R 0
(Note 31(b)(i)) (BF&E31(b)()) 42,241 —
Payables for acquisition and construction Wl K s ~ R %
of property, plant and equipment and R B A R T A B
lease prepayments FL TR IH 45,840 -
Deposits from tenants and payables for FHLP $5c4 e e lr A B 15 1
concession sales JEA R0E 7,488 =
Other accruals and payables FCfh 2 T e A ke 11,884 8,472
Financial liabilities measured at amortised cost FZ#ESS BAS ] A4l £ 15 170,209 22,655

The amounts due to related parties are unsecured,
non-interest-bearing and are repayable on demand. All
of the other payables and accruals are expected to be

settled within one year or are repayable on demand.

Y ASF R S O i S SIS A~ A I8 B RO R
o TERH BT At A R S HE G R 4R
MR RA R -

Short-term borrowings 27 MK
The analysis of the Group’s short-term borrowings is as KR A SR AT R
follows:
2018 2017
e SIS &Rt
$°000 $000
TIo
Bank loans HATRK 4,798
Other borrowings: HAbAE
— from related parties — A& H B 5 -
— from third parties _RBE=J 4,150
8,948

At 31 December 2018, other borrowings from related

parties bear interest at a rate of 4.35% per annum and

are repayable within one year.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

Ao B BB A

(Expressed in HKS unless otherwise indicated) (BRI AFEW » B HIL#EICHIR)

28 Income tax in the consolidated 28 %EH&MEHRIEN TS H

statement of financial position

(a)  Deferred tax liabilities recognised (a) CHEZIEALBIEA F
The movements of deferred taxation during the year are EPPREBLIESEB T -
as follows:
Fair value
adjustment
on non-current
assets upon the
acquisition of
subsidiaries
i A KA ]
I B
S A
$°000
T
At 1 January 2017 R-F—t#E—H—H (1,487)
Addition through acquisition of a subsidiary 75 308 WAL J— ] O g ) S (1,217)
At 31 December 2017 and 1 January 2018 W_F—tHE+H=1+—HK
“R-)\E-A—H
Addition through acquisition of subsidiaries (Note 31) Z I — IR A RN (KEsEs1)
Exchange adjustments [ B
At 31 December 2018 W_F— )\FE+_H=1+—H
(b)  Deferred tax assets not recognised (b)  ANHE RS EAE Bl IH B
In accordance with the accounting policy set out in Note R BB G2 () P A 8 S BOOR > A 4 I R ek B AR
2(t), the Group has not recognised deferred tax assets S5 RS A 9 v R OK B % Al Y T Y R A W) AR
in respect of cumulative tax losses of approximately ) 2 5B i 18 4 Al £113,918,000% 08 (= F— L
$13,918,000 (2017: $15,702,000), $32,885,000 (2017 4 1 15,702,000% 5C) ~ 32,885,000¥ 78 (—F—t
$25,535,000) and $893,000 (2017: $200,000) related to 4 1 25,535,000 78) $893,0004 70 (—F—L4F :
the Group’s subsidiaries in Hong Kong, Mainland China 200,000%5 70 ) HERAR AERLIE & 2 o

and New Zealand, respectively.
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29
(a)

Capital and reserves

Movements in components of equity

The reconciliation between the opening and closing

balances of each component of the Group’s consolidated

equity is set out in the consolidated statement of changes

in equity. Details of the changes in the Company’s

individual components of equity between the beginning

and the end of the year are set out below:

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
o B B 2 A M

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

29  MEA B gkt
(a) HEmiblr 52 E)

25 T 4% A A AR BICIEL L 90 0 BN AR A4 i S R
AR AR 25 S ) A% o A 4 W) RE 25 4 R 3 AL RUE B

AEY BUE R BB R IR

Perpetual
Share Share  convertible  Accumulated
capital premium securities losses Total
KA
%
Bk B w5 Rt i
$000 $000 $000 $000 $000
T T T T T
Notes  Note29(b)  Note 29(c) Note 30
Wk WEob) W29 i3
Balance at 1 January 2017 REZ-tE—A—R&H 60235 479232 396,556 (265412) 670,611
Changes in equity for 2017: TR LA G -
Loss and total comprehensive income for the year — AAEE AR 2 ka5 44 - - = (22,829) (92,829)
Distributions to holders of perpetual convertible KA EHHA AR
securities 30 = = = (5,100) (5,100)
Issuance of new shares upon exercise of warrants TR B RER 81 T4 B 3503 131,704 = = 135,207
Issuance of new shares upon conversion of perpetual NEHGRA THER%
convertible securities BITHIR 29(b)(i) 7 147 (154) = =

Balance at 31 December 2017 and 1 January 2018

Changes in equity for 2018;

Loss and total comprehensive income for the year

Distributions to holders of perpetual convertible
securities

Issuance of new shares upon conversion of

perpetual convertible securities

REF—tE+ZA=F—H
R~ N —H &

ZF VAR ) :
AR R 2T AR
AT Gl kit AoHIR

RBHUR AT ol 25 B T
Hilkehy

63,745

30

29(b)(i)

Balance at 31 December 2018

REZF—M\E+ZA=Zt—H
Gtk

63,750

ANNUAL REPORT 2018 | ORIENT VICTORY TRAVEL GROUP COMPANY LIMITED | 2]_5

611,083

611,206

396,402

396,274

(293.341)

(34,423)

(26,078)

(353,842)

77,889

(34,423)

(26,078)




NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
o B B 2 A M

(Expressed in HKS unless otherwise indicated) (BRI AFEW » B HIL#EICHIR)

29  Capital and reserves (continued) 29 A KAk ()
(b)  Share capital (b) MRE
2018 2017
ZF)\4 ZER L
Number of Number of
ordinary ordinary
shares shares
L@ e LmREA
’000 $000 "000 $°000
T T i R
Authorised: WE
Ordinary share at $0.005 each T 50,0059 T 1Y
HIE i 20,000,000 20,000,000 100,000
Issued and fully paid: CETRSR
At1 January R—A—H 12,748,925 12,047,043 60.235
Issuance of new shares upon exercise of PRIA Bt R R R i 347
warrants R 700,552 3,503
Issuance of new shares upon conversion of TR AT 4
perpetual convertible securities (Note (i)) BHBBTHR A
(FFEG)) 1,000 1330 7
At 31 December BZH=1+—H 12,749,925 12,748,925 63,745
Notes: PiFsE: -

During the year, 1,000,000 units (2017: 1,330,000
units) of the 2016 October PCS (as defined in Note 30)
have been converted into 1,000,000 ordinary shares in
the Company (2017: 1,330,000 shares). The amount of
$128,000 (2017: $154,000) from the above conversion
were credited to share capital and share premium
account at the amounts of $5,000 (2017: $7,000) and
$123,000 (2017: $147,000), respectively.
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A 5 1,000,000 (=2 — L4 ¢ 1,330,0004) =
F—NET A RA TR (8 &AM B
G 75 1,000,000/8 A% 2 w) 3% 8 B (T — L4 -
1,330,000/ ) o bl 46 v 3 A= 1) 4 128,000 8
(ZZF—L4 : 154,000¥78) T4 il 3% 4 %15,000%
JC (ZZF—L4F : 7,000%50) 123,000 70 (ZF
—L4E : 147,000%70) FHABEA B B R o



29
(c)

(d)

()

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
o B A 2 R M

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

Capital and reserves (continued)
Share premium

Share premium represents the difference between the
par value of the shares of the Company and proceeds
received from the issuance of the shares of the Company.
Under the Companies Law of the Cayman Islands, the
share premium account of the Company is distributable
to the equity shareholders of the Company provided that
immediately following the date on which the dividend
is proposed to be distributed, the Company would be
in a position to pay off its debts as they fall due in the

ordinary course of business.

Exchange reserve

The exchange reserve comprises all foreign exchange
differences arising from the translation of the financial

statements of foreign operations.

Cupital management

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

maximise shareholders’ value.

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

return capital to shareholders or issue new shares.

29 AR K filifh ()

(c)

(d)

(e)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

22 /N
o)

(Expressed in HKS unless otherwise indicated) (BRI AFEW » B HIL#EICHIR)

30

918 | ORIENT

B 285 A Mt ik

Perpetual convertible securities

On 30 March 2016, the Company issued perpetual
convertible securities in an aggregate principal amount
of $170,000,000 (the “2016 March PCS”). The net
proceeds of $155,668,000 were recorded as equity.

On 24 October 2016, the Company issued perpetual
convertible securities in an aggregate principal amount
of $264,867,000 (the “2016 October PCS”, together
with the 2016 March PCS, the “PCS”). The amount of
$240,888,000 were recorded as equity.

The PCS have no fixed maturity dates. The Company
may at its option redeem in whole or in part of the PCS.
The PCS are convertible at the option of the holders into
ordinary shares in the Company on a one-to-one ratio at
the conversion price of $0.5436 and $0.128 per ordinary
share of the Company for the 2016 March PCS and the
2016 October PCS, respectively.

Distributions at a rate of 6% per annum shall be payable
on the PCS semi-annually and may be deferred at the
sole discretion of the Company unless compulsory
distribution payment events (including a discretionary
dividend to ordinary shareholders of the Company or
repaying any securities of lower rank or early redemption

of securities prior to its stated maturity) has occurred.

In 2018, 1,000,000 units (2017: 1,330,000 units) of the
2016 October PCS have been converted into ordinary
shares in the Company (Note 29(b)(i)). At 31 December
2018, there are 2,066,942,901 units of the perpetual
convertible securities (2017: 2,067,942,901 units)

outstanding.

In 2018, the Company has paid distributions of
$26,078,000 (2017: $5,100,000) to holders of the PCS.
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KA ] B

MR —NEZHZTH » RAE BT SR
170,000,000 7T ) K A W #7855 ([ ZF—A4E=
HK AT s 27 1) o A3 3K JH I #155,668,000%
TCTIAE % B HE AHE o

M= NETHZ WA RARBITARSEH
i £5264,867,000% JTC I K A W k@ 2 ([ZF—
NETHKAM RS> BFH - NEZNH
TR RY e BB 5 SRR Ay [ KA B 257 1) o &
240,888,000 TC AT 4 JBEHE A MR o

TN BT S 8 5 3 4R B o B o AR 2 ) T8 I
Ji] 2 958 B Ay K K R B B R S o K A T B R IR K
AAF R — IR B E R =N
4R = H R AR RE 5205436 HE 0 R AR B — 4R
T H AR AT e B 5 550,128 W T0A% 7K A T 6 Ik 8 5
Ly AR A E S HE B o

TR B 2 PR 8 5 4 R A6 %6 ) 43 R A AR S A — 1K
SR o TG AR T AT 2 G A 998 45 0 S A IR o M
B s IR R A (BRI IE TR AT
AR ) 9 P P S 4 DR T A P 5 s 2R A e UK Al
FrREk iR LR 2R ) QIR -

HZF—)\AE > 1,000,000 (ZF—-L4F : 1,330,000
By) BN H KA Bl 7 O 56 IR 2 A ]
BB (FFE20(b)G)) « I _F— N\NFET A=+
—H » 452,066,942,90 14 I A SeAG K A #e ) 38
(ZF—L4 £ 2,067,942,9014) °

RZR— )\ s KAF CRKAR BERRFE A
F£+26,078,000¥ 7T (ZF—-L4: : 5,100,000#75) °
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(a)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

Fo A 20 i P

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

Acquisitions of subsidiaries 31 Wl E 2w
Acquisition of Dongsheng Beijing (a) HHEFEIL
In January 2018, Beijing Huayu Tourism Development BT\ E—H o AL A2 M A R e
Co., Ltd., a non-wholly owned subsidiary of the Group, i 2 i 75 B BE A B A 5] B2 SO AV i 4 [ AR A
entered into a sale and purchase agreement with BRI S — B H T ok - DABLEAUE A R980,0007T
Dongsheng Cultural Tourism Group Co., Limited to (FH & 7 £11,200,000% 76) W 505 A6 2¢ (A R -k 22
acquire the 100% issued share capital of Dongsheng i 2E B R i AT AR BR A B ) 19100% T EBEAT AR - iR
Beijing (formerly known as Beijing Heyou International WOR R —/FEHHTMHH B o R B £ 3
Travel Service Company Ltd.) at a cash consideration of TER A £ » WA H Bz g -
RMB980,000 (equivalent to approximately $1,200,000).
The acquisition was completed on 14 May 2018.
Dongsheng Beijing is principally engaged in tourism
business and owns an outbound travel licence.
The identifiable assets acquired and liabilities assumed T WCHE FHH » AE  da o T e O ) T B
in the above acquisition at the date of acquisition were FAafEmaAMEmT
as follows:
Recognised
values on
acquisition
B F IR
BT
$°000
T
Intangible assets (Note 14) G (MEtl4) 1,765
Other current assets HAbRRE & A 1,733
Cash and cash equivalents B4 FBREeSEER 234
Current liabilities mE R (2,091)
Deferred tax liabilities (Note 28(a)) EIERIE B A (FhEE2s(a)) (441)
Total identifiable net assets A e A 1,200
Consideration satisfied in cash EAE A B &R E 1,200
Less: cash and cash equivalents acquired Tk ;P B4 R Bl S IE H (234)
Net cash outflow Bl&i s 966
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31
(a)

(b)

990 | orienT

B 285 A Mt ik

Acquisitions of subsidiaries (continued)
Acquisition of Dongsheng Beijing (continued)

The intangible assets represent an outboard travel
licence which allows Dongsheng Beijing to carry out
outboard travel business. The fair value of the intangible
assets of $1,765,000 at the date of acquisition was with
reference to valuation carried out by a qualified valuer.
Management assessed that the economic useful lives of

the licence to be indefinite.

For the period from the date of acquisition to 31
December 2018, Dongsheng Beijing contributed loss of
$3,298,000 to the Group’s results. Had the acquisition
occurred on 1 January 2018, the management estimates
the Group’s consolidated revenue and loss for the
year would have been $248,906,000 and $57,893,000,
respectively. In determining these amounts, management
has assumed that the fair value adjustments that arose on
the date of acquisition would have been the same if the

acquisition had occurred on 1 January 2018.

Acquisition of Tu Men Travel

On 18 December 2018, the Group entered into a sale
and purchase agreement with three individual vendors
to acquire 55% equity interest in Tu Men Travel at a
cash consideration of RMB47,113,000 (equivalent to
approximately $53,642,000). Tu Men Travel is primarily
involved in the management and operation of tourist
attractions in Hebei Province. The acquisition was

completed on 31 December 2018.
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W S 0 2 ) (A7)
WIEAH L5 ()

T2 B 7 U W AU b R T R 7 S S Y i
I 702 S IR o A W ) o SRS O A OF M
1,765,0009 70 7% K8 2 75 £ AR A L B 24 47 99l 18 1
FEAE o A B HEAE > A A I A6 0 P 4 00 2 S
TR B

PR RE -2 \E+ A=+ —HILH
> 3RS b a2 A 4R M 3 4 RR S $83,298,000%
JC o MK FRIFEE N 8 — )\FE—H—H %4>
A B A AR 9 A B A WA B i K 4 i
248,906,000%8 G }.57,893,00085 I o 1A A % S5 4
W > A5 FHLR TR WO I 300 A 1 1 R B
WO FIH O = F— )\4E— H — H 8 A W R
[ o

We i - 7k 2

W= )ETZH I\ > A 5= 4 05 H
Ji T Sr B S ok o DLORE - PR 55% B A 25
B RE A N R 47,113,00078 (FH i 153,642,000
WEIT) o P A 2 TR T b A AR S A R A P
REEH - WHFEN _F2—/)ET_H=1—H
SEHK °



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

Fo A 20 i P

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

31 W& 2w (4)
(b) Acquisition of Tu Men Travel Co., Ltd. (b) WIEL A RA A (4F)

(continued)

31 Acquisitions of subsidiaries (continued)

(i) The identifiable assets acquired and liabilities i)

TP W B0 o A Sl e i o I e B Y T
e E BRI AT

assumed in the above acquisition at the date of

acquisition were as follows:

Recognised

values on

acquisition

B IE

R E

$°000

T+

Property, plant and equipment (Note 13) W3 ~ R Rt (BEE13) 102,202
Lease prepayments A AT RE 27,684
Other current assets LA ) 1,839
Cash and cash equivalents e MBI E&%MHEE 2,211
Current liabilities B AR (56,354)
Deferred tax liabilities (Note 28(a)) EIEBIE B A (KhEE2s(a)) (3,676)
Total identifiable net assets V] Gk B A - AR 73,906
Non-controlling interests EEC3iiei &5 (33,258)
The Group’s share of the net assets acquired A5 1 WA Fir WAL e L 40,648
Total consideration AR 53,642

Less: payable for acquisition of Tu Men Travel P WSO A P A B MEAS SR OE (BFE26)

(Note 26) (42,241)
Consideration satisfiedincash =~~~ OC®fRefH® 00 140
Less: cash and cash equivalents acquired Wk : BT RY B4 R IR e S IE H (2,211)
Net cash outflow BL& i 9,190
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(Expressed in HKS unless otherwise indicated) (BRI AFEW » B HIL#EICHIR)

W S I 2 W) ()
Wil - P e 5 FR 4 ] (4)

31  Acquisitions of subsidiaries (continued) 31

(b) Acquisition of Tu Men Travel Co., Ltd. (b)
(continued)

On the date of acquisition, the identifiable assets
acquired by the Group mainly include property,
plant and equipment and lease prepayments.
The provisional fair value of property, plant
and equipment and lease prepayments of
$102,202,000 and $27,684,000, respectively,
were determined based on valuations carried out
by a qualified surveyor, at the date of acquisition.
The valuer has recent experience in the category
of assets being valued. The Group’s management
has discussions with the valuer on the valuation
assumptions and valuation results when the

valuation was performed.

Had the acquisition occurred on 1 January
2018, the management estimates the Group’s
consolidated revenue and loss for the year
would have been $256,445,000 and $57,249,000,
respectively. In determining these amounts,
management has assumed that the fair value
adjustments that arose on the date of acquisition
would have been the same if the acquisition had

occurred on 1 January 2018.
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WO H A - A B2 [ I O T
SRR~ W Bowk i DA B A B TE A
TH o A H B > 3 - R Bk i DA TR
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WL 1% 27,684,000% 7T > TIHE IR A B A% T B fip
HEAT O Al LT A8 o 5% Al L Bl A0 300 5 S A A
B B S 0 AT A A o A T 45 PO g B A
AFL R R P 28 A % A7 A1 % % A ML A 2R

i W I S e — )\ — H — H B4
VU485 B S A A0 P AR A B I B WA I
K65 1L I8 I 43 B A4 256,445,00098 7T K 57,249,000
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(b)

(c)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

Fo A 20 i P

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

Acquisitions of subsidiaries (continued)

(continued)

(ii) Goodwill

31 WHEMHE AW ()

Acquisition of Tu Men Travel Co., Ltd.  (b) WL FIik#EGIRL A] (4F)
i) R

Goodwill was recognised as a result of the A A5 [0 R WA i = T T e A
acquisition:

$°000

Tt
Total consideration HRAE 53,642
Less: the Group’s share of the net assets acquired ol o AR [ A T RO S 40,648
Goodwill (Note 15) P (FEELS) 12,994

At the date of the acquisition, goodwill of
$12,994,000 was determined provisionally based
on Tu Men Travel’s provisional fair value of net

identifiable assets acquired.

Acquisition of Yidao Town Real Estate

On 18 December 2018, the Group entered into a sale
and purchase agreement with Hebei Dongsheng Eco
Town Development and Operation Co., Ltd. to acquire
75% equity interest in Yidao Town Real Estate at a
cash consideration of $9,000. Yidao Town Real Estate
is primarily involved in tourism real estate related
business in Hebei Province. The acquisition was
completed on 31 December 2018.

(c)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

B AR A M

(Expressed in HKS unless otherwise indicated) (BRI AFEW » B HIL#EICHIR)

31 Acquisitions of subsidiaries (continued) 31 WP B A\ ()
(c) Acquisition of Yidao Town Real Estate  (c) WCHEEEE /DEEZHIEE (4F)
(continued)
The identifiable assets acquired and liabilities assumed WO H B > A2 I ke i S 2 JE Hp BT WO ) Tk B
in the above acquisition at the date of acquisition were BERAENaENT .
as follows:
Recognised
values on
acquisition
BUA I FIH
$°000
Tt
Property, plant and equipment (Note 13) Wk~ W Kese (FiaEL3) 7
Inventories — land held for future 8 — FRAEAR AR B R DLt B B 1o
development for sale 10,332
Other current assests AR By & A 135
Cash and cash equivalents Bl R Bl &SEHH 789
Current liabilities A E (11,405)
Total identifiable net liabilities EE $UsE ekt (142)
Non-controlling interests Bl cdiie £ 36
The Group’s share of the net liabilities acquired AR A P WA A (106)
Total consideration AR 9
Less: The Group’s share of the net liabilities acquired i : A<45 [ HEAY 7 W £ £33 4 (106)
Loss on the acquisition W 25 TE s 1 115
Consideration satisfied in cash CEA B4R 9
Less:cash and cash equivalents acquired W PO B 4 R Bl HEIH H (789)
Net cash inflow B4t (780)

Had the acquisition occurred on 1 January 2018, the
management estimates the Group’s consolidated
revenue and loss for the year would have been
$248,672,000 and $58,041,000, respectively. In
determining these amounts, management has assumed
that the fair value adjustments that arose on the date of
acquisition would have been the same if the acquisition
had occurred on 1 January 2018.
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(a)

(b)

(c)

33
(a)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

Ao B BB A

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

Commitments 32

Operating lease commitments (a)

At 31 December 2018, the total future minimum lease
payments under non-cancellable operating leases are
payable as follows:

R
#E BRI

BREZZ—)ETFZH=+—H o REARER AR
RELER A A R 2R S AL Bk AN T

2017
B oS
$°000
T

Within one year —4ER
In second to fifth year, inclusive

After five years HAED, I

BEERAEN (BEERWA)

5,377
6,886
900

13,163

The Group leases certain of its office properties
under operating lease arrangements. Leases for office
properties are negotiated for terms ranging from one to
two years (2017: one to two years). None of the leases
includes contingent rentals.

Properties leased out under operating leases (b)

Tu Men Travel, the subsidiary of the Group, leases out
areas at the tourism attractions to various tenants under
operating leases. The leases typically run for an initial
period of 2 years, where all terms are renegotiated upon
renewal. Most of the leases include contingent rentals
which are calculated based on a fixed percentage on the
tenants’ revenue.

Capital commitments (c)

At 31 December 2018, the Group had capital
commitments in relation to investment in equity
securities of approximately $82,660,000 (2017:
$4,800,000).

Material related party transactions 33

Key management personnel remuneration (a)

Remuneration for key management personnel of the
Group, including amounts paid to the Company’s
directors as disclosed in Note 9 and certain of the highest
paid employees as disclosed in Note 10, is as follows:

ALEEMBEBHELEMAETRHFEDE - 5
FHEYERREH N EH AP EWE (C2F b
B —EWA) o GEMERA SRR E -

HRIRAS 5 A B i Ly YR

7% 55 0 B 2 ) i 2 R 9 A AL 1) A R AELE
HH LR 2 S5 0 s . o B0 AR AL — e A 247 > T BT
Rk 34 T A0 400 W TR B 7 o KT 20 AL 4 B4 R
L4 > T BARAE TG 45A0 B WA A [T A2 4 BU st 3

BRI

MNZF—-NFE+ZA=+—H» REEHE RR
B A 38 2 1Y 3 £982,660,0008 7T (& — L4 ¢
4,.800,000¥70) B AR -

KB 22 5
LEEPIN B

ACHR I A BN H BT > G SO M REORT B
% A A 2y ) 3 T R RE 1O 48 4 T d s O L G
SHWT ¢

2017
L
$000
T

7 1910 B A A
PR AR AR A

Short-term employee benefits
Post-employment benefits

8,651
77

8,728
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
for B A 2 R M

(Expressed in HKS unless otherwise indicated) (BRI AFEW » B HIL#EICHIR)

33 Material related party transactions

(continued)

(b)  Other related party transactions

The Group had the following material transactions with

related parties during the year:

33 HKBBHT RS (4)

(b) H G 5 5

AR P A B P B B O A R IR AR S

Transactions with companies controlled

by the ultimate controlling
shareholder of the Company:

Borrowings obtained from related parties
Increase/(decrease) in advances from

related parties
Service income

Transactions with non-controlling
shareholders of subsidiaries:

Purchase of air tickets

Management service fee

Net proceeds from air tickets and travel

related services sold

Transactions with associates:
Loans to associates

B A ] s AP IR IR A ] e

AT 5

B W 7 HE R A sk

TR Wi 7 Bk B
(A)

RBHA

Bl 4 7] FEFE R R
EITHIZR S

S LA

g% 54

B A T A I R
P 5k S A

G A AT R S
T E A sk

Finance income in connection with

BT R A

2018 2017

SEoNE CFR

Notes $°000 $°000
Wik T
() -
() (679)
() -
(ii) 227,466 219,315
(ii) 880 1,200
(i) 132 136

(ii) 143,850 _

(i) 653 -

non-interest-bearing loan to an associate 4t 3 B aK A HH B BA B A
Notes: FifE: -

(iii)

These related party transactions constitute exempted
connected transactions or continuing connected
transactions as defined in Chapter 14A of the Listing
Rules.

These related party transactions constitute connected
transactions or continuing connected transactions as
defined in Chapter 14A of the Listing Rules.

As disclosed in Note 31(a) and 31(c), during the year,
the Group acquired equity interests in Dongsheng
Beijing and Yidao Town Real Estate from companies
controlled by the ultimate controlling shareholder
of the Company. These related party transactions
constitute connected transactions as defined in
Chapter 14A of the Listing Rules.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
o B B 2 A M

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

Company-level statement of financial 34 45 ) T B B IR DL R
position
2018 2017
ZER )\ R
Notes $°000 $°000
Mt Tt Tt
NON-CURRENT ASSETS FE TR B & i
Property, plant and equipment W2~ B Rk 830
Investments in subsidiaries T B I A W] W3R 16 =
830
CURRENT ASSETS BN A
Prepayments, deposits and other TEATZKIE ~ 3524 K A RE WG IE
receivables 6,136 9,444
Amounts due from subsidiaries R D R e A ) sk T 717,497 807,163
Restricted bank deposits R SR TR 10,200 10,200
Cash and cash equivalents B4 ABRESEEER 61,075 29,143
794,908 855,950
CURRENT LIABILITIES B £ &
Other payables and accruals At A R I ME R 9,462 10,188
Amounts due to subsidiaries REAST B} 85 A B 508 68,400 68,605
Amounts due to related parties JE A BRI 7 ke 98 98
_________________________________________________________________________________ 77,960
NET CURRENT ASSETS  Wwpeedes =~ 716,948 A
NET ASSETS BETH 717,388 777,889
CAPITAL AND RESERVES Jie A K it A 29
Share capital JBEA 63,750 63,745
Perpetual convertible securities TR Ha 38 5 30 396,274 396,402
Reserves IE2 257,364 317,742
TOTAL EQUITY JBe A i 2 A8 717,388 777,889

Approved and authorised for issue by the board of
directors on 29 March 2019.

Shi Baodong
AR

Chairman

i

AR -NEZH LA EE S LT
B o

Mo Yueming
L]
Director

EH
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35

(a)

998 | ORIENT

B 285 A Mt ik

Financial risk management and fair
values of financial instruments

Exposure to credit, liquidity, interest rate and currency

risks arises in the normal course of the Group’s business.

The Group’s exposure to these risks and the financial risk
management policies and practices used by the Group to

manage these risks are described below.

Credit risk

Credit risk refers to the risk that a counterparty will
default on its contractual obligations resulting in a
financial loss to the Group. The Group’s credit risk is
primarily attributable to trade receivables, contract assets
and lease receivables. The Group’s exposure to credit
risk arising from cash and cash equivalents is limited
because the counterparties are banks and financial
institutions with high credit standings, for which the

Group considers to have low credit risk.

The Group does not provide any guarantees which

would expose the Group to credit risk.

It is the Group’s policy that all customers who
wish to trade on credit terms are subject to credit
verification procedures. In addition, receivable balances
are monitored on an ongoing basis. The Group’s
concentration of credit risk is mainly in Hong Kong
and Mainland China by geographical location. The
Group’s credit risk exposure is spread over a number
of counterparties and customers. Hence, it has no

significant concentration of credit risk by a single debtor.
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(a)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

Fo A 20 i P

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

Financial risk management and
fair values of financial instruments

(continued)
Credit risk (continued)

The Group measures loss allowances for trade receivables
at an amount equal to lifetime ECLs, which is calculated
using a provision matrix. As the Group’s historical credit
loss experience does not indicate 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

bases.

The following table provides information about the
Group’s exposure to credit risk and ECLs for trade
receivables at 31 December 2018:

35

(a)

%ﬂ%lﬁll‘ﬁi%@&ﬁﬁ&hiﬂﬁ@&?ﬁ
#H

17 kT (47)

7R 5 B £ P 4 L ek T AR A LS00 P TR £ s 4R
s Bk MR WA B MRk P M AR B R o I A 4 O
15 5 e 18 A I 0 0 S A R & 5 4 4 AR K R
A W2 B W SO — 25 I A AR AR ) & P B
TR DL B s TR o

TR BA IR =% \F A=t
L 5 T £ BB B T £ B
Rk -

Expected Gross

loss rate  carrying amount  Loss allowance

TR e AR Y M AR A

% $°000 $°000

% TIu TIu
Current (not past due) BP0 (S g 30 ) 0.36% 11,441 (41)
1-90 days past due WI1E0H 0.38% 13,063 (50)
91-180 days past due 917180 H 3.71% 751 (28)
181-365 days past due M 1814365 H 6.31% 272 17)
365-730 days past due #3652 730 H 757% 203 (16)
25,730 (152)

The expected loss rates are based on actual loss
experience over the past 4 years. These rates are
adjusted to reflect differences between economic
conditions during the period over which the historic data
has been collected, current conditions and the Group’s
view of economic conditions over the expected lives of

the receivables.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
for B A 2 R M

(Expressed in HKS unless otherwise indicated) (BRI AFEW » B HIL#EICHIR)

35 Financial risk management and 35
fair values of financial instruments
(continued)

(a)  Credit risk (continued) (a)
Comparative inf()rmation under HKAS 39

Prior to 1 January 2018, an impairment loss was
recognised only when there was objective evidence
of impairment (see Note 2(k)(i) — Policy applicable
prior to 1 January 2018). At 31 December 2017, trade
receivables of $33,000 were determined to be impaired.
The ageing analysis of trade receivables that were not

considered to be impaired was as follows:

%ﬁ%})ﬁtl‘fi%ﬁ&ﬁ%ﬂiﬁﬂ@&?ﬁ
b=

fef BB ()
P18 O S H 55 3998 19 1 I Y

NF— ) E— A — BT WA % B
135 i e (REEE206) » Bl 22— \4HF—H—
H |8 M EeR) - R—F—tE+-H=1+—H >
JE W B 55 MRk 33,0005 70 T e 8 HY BLIRAA AR 2
VAR Y RE W 2 Rk R B A AT I

Gross carrying
amount
AR T A
$°000

Tt

Neither past due nor impaired
1-90 days past due
91-180 days past due

ARIGIN TR AR IRAE
1% 90H
91 E180H

25,768
2,181
210

28,159

Receivables that were neither past due nor impaired
related to a wide range of customers for whom there was

no recent history of default.

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

were still considered fully recoverable.
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(a)

(b)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

A B BB AR M

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

Financial risk management and
fair values of financial instruments
(continued)

Credit risk (continued)

Movements in the loss allowance account in respect of

trade receivables during the year is as follows:

g5 %ﬁﬁ@%@&%ﬁiﬁ%&?ﬁ
#H

(a) i EMEEE (4)
A1 P BB 5% Bk s AR R S B T

2018 2017
ZF )\ S 3
$°000 $000
Tt
Balance at 31 December 2017 under B2 —tE+"H=Z1+—H#E
HKAS 39 A R I SR 30 BRI A B
Impact on initial application of HKFRS 9 R P A v P i o Y R SR OB
(Note 2(c)(1)) B (MRE2(0)()
Balance at 1 January —H— H &5k 828
Impairment loss recognised/(reversal of AR N ELHERRDRAE AR (488 [l ki
impairment loss) during the year (Note 6(c))  #518) (FfiE6(c)) (795)
Decrease through disposal of B A I R SR H
discontinued operation -
Balance at 31 December P H=4—H &R 33

Liquidity risk

The Group monitors its risk to a shortage of funds using
a recurring liquidity planning tool. This tool considers
the maturity of both its financial instruments and
financial assets (e.g. trade receivables) and projected
cash flows from operations. The Group’s objective is
to maintain a balance between continuity of funding
and flexibility through the use of bank loans and other

interest-bearing loans.

(b) R

AR T R P08 R 0 U B e ) L e e ke
IR o % TR 08 H v K ih TR Bl A (4
HEW ST 53 Bk ) ZIT H DA SR A 2 S s ) T B
SRR o ACHR I 7 8 0 B FH SR AT Bk B LAl B B
B > HERR B R R SR Y P A -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
for B A 2 R M

(Expressed in HKS unless otherwise indicated) (BRI AFEW » B HIL#EICHIR)

35 Financial risk nlangﬁernent and 35
fair values of financial instruments
(continued)

(b)  Liquidity risk (continued) (b)

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

%%@@%@&ﬁﬂlﬁ%&¥ﬁ

mB bR (AF)

AR ELRT AR I BT R o AR 4 P 0 7 190 A il <
AREEIRE DI

2018
Contractual
undiscounted
cash outflow

within 1 year Carrying
or on demand amount
—ER N\
AT AR B
Bl
—AE Y B IR TR S It e
$°000 $°000
Tt T+t
Trade payables HEAT B 5 Rk 26,701 26,701
Financial liabilities included in other FH AT AR A R A 2 P
payables and accruals A 170,209 170,209
Short-term borrowings R 13,754 13,226
210,664 210,136
2017
Contractual
undiscounted
cash outflow
within 1 year Carrying
or on demand amount
R
HEE S8
Bl &
—AE A B FREEAR JE T e
$°000 $°000
T T
Trade payables REAT R 5k 33,391 33,391
Financial liabilities included in other T AT A A R B R P A 4
payables and accruals =0 22,655 22,655
Short-term borrowings A R 9,052 8,948
65,098 64,994
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(c)

(d)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

Fo A 20 i P

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

Financial risk management and
fair values of financial instruments
(continued)

Interest rate risk

Interest rate risk is the risk that the fair value or future
cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The Group’s
interest rate risk arises primarily from the Group’s
interest-bearing borrowings. The Group’s exposure to

interest rate risk is not significant.

Currency risk

The Group operates in Hong Kong, Mainland China
and New Zealand and is exposed to currency risk
primarily through receivables, payables, cash and deposit
balances that are denominated in a foreign currency,
i.e. a currency other than the functional currency of the
operations to which the transactions relates. The Group
has certain investments in Mainland China and New

Zealand, whose net assets are exposed to translation risk.

35 WA ke B BE I & i T AP E

(c)

(d)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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(Expressed in HKS unless otherwise indicated) (BRI AFEW » B HIL#EICHIR)

35 Financial risk management and 35 E?Jﬁ)ﬁll‘ﬁ%fﬂ&ézﬁilﬁ%ﬁ?ﬁ
fair values of financial instruments (#)
(continued)

(d)  Currency risk (continued) d) B¥EpE (&)
The following table details the Group’s exposure at the AT A [ e B R P v R A TR L R

end of the reporting period to currency risk arising from
recognised assets or liabilities denominated in a currency

other than the functional currency of the entity to which

o £ AR DR B B 8 o i B DA A A R T 51 B
Y B T - R B H A R o R B DA T
BUTR > T i 9 B B 0T B R AT o o

they relate. For presentation purposes, the amounts of
the exposure are shown in Hong Kong dollars, translated

using the spot rates at the end of the reporting period.

Exposure to foreign currencies (expressed in Hong Kong dollars)

SMEM FE (LB TTAT)
2018 2017
“F N\ “FbE
United New United New
States  Zealand States Zealand
RMB dollars dollars RMB dollars dollars
AR Fk Mmoot AR Fot HVERIC
$°000 $°000 $°000 $°000 $000 $°000
T T Tt F® Fx TR
Cash and cash equivalents Bl R Bl SHEA 34,414 16,603 8945 20,806
Restricted bank deposits PR HIERIT K = 33,248 = -
Other receivables oAt E Wk IE 141,898 = = =
Trade payables FEAT B 5 iRak - (899) (111) =
Other payables and accruals At A kB M E S - (1,998) (386) (126)
Exposure arising from recognised CUfe R M RS B

assets and liabilities JE B 176,312 46,954 8,448 20,680

234 | ORIENT VICTORY TRAVEL GROUP COMPANY LIMITED | ANNUAL REPORT 2018



35

(d)
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FINANCIAL STATEMENTS

A B BB AR M

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

Financial risk management and
fair values of financial instruments
(continued)

Currency risk (continued)

The following table demonstrates the sensitivity at the
end of the reporting period to a reasonably possible
change in the RMB and NZD exchange rate, with all
other variables held constant, of the Group’s loss after
tax. In this respect, it is assumed that the pegged rate
between the Hong Kong dollar and the United States
dollar would be materially unaffected by any changes in
movement in value of the United States dollar against
other currencies. The analysis excludes differences
that would result from the translation of the financial
statements of foreign operations into the Group’s

presentation currency.

35

(d)

S 5 o e A P B < itk T B 8 P
(#)

RiFm b (4)

TREUNE A A R AR A BT > A%
VR o 022 A 4L o 391 A 3B N R B At M R
BT HE DL B) A RSO o BRILIT > RS T BLSEI0
2 [ A 45 ) R R A 1 5% 21 5 i SL i £ W 1 i 8
B o W% M R E N R IR A S s Y T R
BT AR 2B P A A i 22 52

2018
&R\

Decrease/
Change in (increase) Increase/
foreign in loss (decrease)
currency rate after tax in equity
B B 4% e 18 it A 4 it
MEREEE WA/ (M) Hm/ (EA)
$°000 $°000
T T

If Hong Kong dollar weakens PUNESTR NN 1 P2
against RMB

If Hong Kong dollar strengthens @196 56 A\ R THE
against RMB

If Hong Kong dollar weakens PURCTTR NS oA
against NZD

If Hong Kong dollar strengthens — {1¥7¢ 5641 yC FHE
against NZD

8,816

(8,816)
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(Expressed in HKS unless otherwise indicated) (BRI AFEW » B HIL#EICHIR)

35 Financial risk management and 35
fair values of financial instruments

%ﬁﬂ@%@&%ﬁiﬁ%&?ﬁ
b=

(continued)
(d)  Currency risk (continued) d) B¥EpE (H)
2017
R
Decrease/
Change in (increase) Increase/
foreign in loss (decrease)
currency rate after tax in equity
BBt iE JBeAHE 7
MERSEE WA/ ) B/ (W)
$°000 $°000
T Tt
If Hong Kong dollar weakens st e N\ Rz AE
against RMB 5% 2,348 2,348
If Hong Kong dollar strengthens 4170 56 A\ R THE
against RMB 5% (2,348) (2.348)
If Hong Kong dollar weakens BRI oA
against NZD 5% 1,034 1,034
If Hong Kong dollar strengthens @170 Si. 4t o FHH
against NZD 5% (1,034) (1,034)
(e)  Fair value measurement (e) A Flaat#

Management has assessed that the fair value of cash
and cash equivalents, restricted bank deposits, trade
receivables, financial assets included in prepayments,
deposits and other receivables, trade payables, financial
liabilities included in other payables and accruals, and
bank and other borrowings approximate to their carrying
amounts largely due to the short-term maturities of

these instruments.

Other financial assets, as disclosed in Note 18, has
been measured at fair value at initial recognition and
subsequently measured at amortised cost using the
effective interest method. Management has assessed that
the fair value of other financial assets approximate to the

carrying amount.

236 | ORIENT VICTORY TRAVEL GROUP COMPANY LIMITED | ANNUAL REPORT 2018

B A B B I - R RAT
A EWCR SR~ R AT AT~ %8 S I At
WOk I < S - MBS B B MR~ WAL At
R I e M it P G < £ 6 DA B SRAT B A K
APESILIRTE S > BEEHREEERM TR
JES R RS R o

ol S 1S T  E > Lt < T A I ) 2 T W R 4%
WP AR R > AR IR A BT BRI R 1 4 8 A
B o A B R AG AR T A At S R Y AP 1 BLR
T fEARIE -



36

(a)

(b)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
o B A 2 R M

(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

Non-adjusting events after the
reporting period

Top-up placing of existing shares and
subscription of new shares under general
mandate

On 25 January 2019, the immediate parent of the
Group, Orient Victory Real Estate Group Holdings
Limited (“OVRE”), as vendor, and certain third-party
individuals as placees (the “Placees”) entered into
a sale and purchase agreement (the “SPA”), under
which OVRE agreed to sell and the Placees agreed to
purchase the shares of up to 156,460,000 shares (the
“Placing Shares”) of the Company at $0.145 per share.
On the same date, the Company as issuer entered into
the subscription agreement with OVRE as subscriber
(the “Subscription Agreement”) for the subscription of
156,460,000 shares of the Company at $0.145 per shares
(the “Subscription”).

Upon completion of the placing under the SPA and the
Subscription under the Subscription Agreement and
assuming the sale and purchase of all the Placing Shares
will be completed, the aggregate gross proceeds from

the Subscription will be approximately $22,687,000.

Distribution to holders of the 2016 October
PCS and 2016 March PCS

On 20 March 2019, the Company announced the
distribution at the distribution rate of 6% per annum to
the holders of the 2016 October PCS. The distribution
will be made on 24 April 2019.

On 27 March 2018, the Company made a distribution of
$5,100,000, calculated at the distribution rate of 6% per
annum, to the holders of the 2016 March PCS.
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Change in composition of the board of
directors of Dakun Zhifang

Pursuant to a shareholders’ resolution of Dakun Zhifang
passed on and the revised articles of association dated 29
March 2019, the composition of the board of directors
of Dakun Zhifang has been amended. Pursuant to these
revisions, the directors of the Company consider that
the Group will have the power to control Dakun Zhifang
through its power to control the board of directors of

Dakun Zhifang from that date onwards.

Revisions to shareholder agreements on the
Group’s acquisitions of equity interests in
other entities

Subsequent to the announcements made by the
Company on 22 January 2018 and 6 June 2018 in
relation to the Group’s acquisitions of 40% equity
interests in Great Ascent Limited and Jiangsu Yiersan
Real Estate Development Co., Limited, respectively,
the Company and the other shareholders of these two
entities have re-negotiated certain terms as stipulated
in the previous agreements, including but not limited
to revisions made to the power to appoint the board
of directors of the respective entities, and entered into
revised agreements on 29 March 2019. Pursuant to
these revised agreements, the directors of the Company
consider that the Group will have the power to control
these two entities through its power to control the
respective entities” board of directors upon completion
of the acquisitions. At the date of this report, the above

acquisitions have yet to be completed.

Comparative figures

The Group has initially applied HKFRS 15 and 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(c). The restatement of comparative
information attributable to the discontinued operation as
disclosed in Note 8.

VICTORY TRAVEL, GROUP COMPANY LIMITED | ANNUAL REPORT 2018

(c)

(d)

37

A I 5y 1 i F 6 Al o 5 )

MR A BT =2 JUAE= A AL BB R B
RPHER S B A ZF - E=A U E R e
A ALAREERRANA > KM BT EF AR T E
il o MURM BT > RAAFERRB S > AEMAZ
I L 47 725 208 L 42 ) K b L D7y 8 8y WO Oy i A 4
I RH BT e S

15 5T 1 15 25 5 [ W Il A1 B 7 I K
H I 3 1 e

AR R NFE-AZFZHR R —N\EA
A5 H AR A B A 5 0 9 i A PR 2 ) R Tk —
= R B A A R 4 R 40% AR P A AR > AR
O ) B 1 A A e T % 7 A o T AT
WA TR (BIEEARR B Z MR TSR
RE AR IAERT) » R —F—E=H LB E L
RUAETT Tn e o AR B LA R W A > A R HE R
H o WO I ST AR > A B 2 I e
18] BT B iy R Oy D A e A R TR A RE D
TRAHR A Y] > bl S B R SE R, o

b E R

ACHR B 2 — )\ — F — F 0 4 M 7 908 B
e B 5 150 B A o B i o v R SR O9E o ARIR TR
BRI T7 % > WA G ES LG R - A B Ak
SR ) O — B A I B 2 () B R o A PR S B
Wiz o LIRS O A% 1k R SR 5 i E S o



38

39

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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(Expressed in HKS unless otherwise indicated) (BrIEZAFEW » B HILL#ICHIR)

Immediate and ultimate controlling
party

At 31 December 2018, the directors of the Company
consider the immediate parent and ultimate controlling
party of the Group to be OVRE, which is incorporated in
the BVI, and Mr. Shi Baodong, respectively. OVRE does

not produce financial statements available for public use.

Possible impact of amendments, new
standards and interpretations issued
but not yet effective for the year
ended 31 December 2018

Up to the date of issue of these financial statements,
the HKICPA has issued a number of amendments, new
standards and interpretations which are not yet effective
for the year ended 31 December 2018 and which have
not been adopted in these financial statements. These

include the following which may be relevant to the
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HKFRS 16, Leases AU B O R R SR 169% - A 1 January 2019
—“F—hE—H—H

HK(IFRIC) 23, Uncertainty over income tax i (EBEMBERHERERAS) 55235 1 January 2019
treatments I 5B PRI A HEE 1 “F—hF—H—H
Annual Improvements to HKFRSs 2015-2017 &R — AR R R — LR AN H BT 5 HR 1 January 2019
Cycle e JI g 4 R SO —F—-hiE—H—H
Amendments to HKAS 28, Long-term interest — s @5 4RI SE2SHR BT » JBH & 2 ] & 1 January 2019
in associates and joint ventures BETEN R —“F—hF—H—H
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Possible impact of amendments, new
standards and interpretations issued
but not yet effective for the year
ended 31 December 2018 (continued)

The Group is in the process of making an assessment of
what the impact of these amendments, new standards
and interpretations is expected to be in the period of
initial application. So far the Group has identified some
aspects of HKFRS 16 which may have a significant
impact on the consolidated financial statements. Further
details of the expected impacts are discussed below.
While the assessment has been substantially completed
for HKFRS 16, the actual impact upon the initial
adoption of this standard may differ as the assessment
completed to date is based on the information currently
available to the Group, and further impacts may be
identified before the standard is initially applied in
the Group’s interim financial report for the six months
ending 30 June 2019. The Group may also change its
accounting policy elections, including the transition
options, until the standard is initially applied in that
financial report.

HKFRS 16, Leases

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 enters into some leases as the

lessee.
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Possible impact of amendments, new
standards and interpretations 199ued

but not yet etfective 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.

HKFRS 16 will primarily affect the Group’s accounting
as a lessee of leases for properties which are currently
classified as operating leases. The application of the new
accounting model is 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.
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Possible impact of amendments, new
standards and interpretations 1ssued
but not yet effective for the year
ended 31 December 2018 (continued)

HKFRS 16, Leases (continued)

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.

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 32,
at 31 December 2018 the Group’s future minimum
lease payments under non-cancellable operating leases
amounted to $1,578,000, which is payable within 1 year
after the reporting date. The initial adoption of HKFRS
16 is not expected to have a significant impact on the

opening balance 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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FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets, liabilities and non-
controlling interests of the Group for the last five financial years,
as extracted from the published audited financial statements is

set out below.

A B A

31 December 2018 —Z&F—/\4F+_H=+—H
(Expressed in HKS) (PA#SICHI7R)

3R 2% T S A A 4 T A S A - R - BRI B R
BEZE (1 H O B AE BB AR CAR T -

Results e
2018 2017 2016 2015 2014
—E)NE ZE-LE ZFANFE ZEHE ZFNE
HK$000  HK$000  HK$000  HK$000  HK$000
Tt Tt TF¥0 F¥0 T80
(restated)
(B EH)
CONTINUING OPERATIONS: REREEE
REVENUE A 248,672 238,030 109,417 66,444 127,429
(LOSS)/PROFIT BEFORE TAX FrBiai (EiR), @A (59,990) (52,867)  (194,065) 829 3,328
INCOME TAX fii 3t - (36) - 20 (2,786)
(LOSS)/PROFIT FOR THE YEAR AR (H),/ B (59,990) (52,903)  (194,065) 849 542
DISCONTINUED OPERATION: DRI EE
PROFIT/(LOSS) FOR THE YEAR AAEFERN(BR) 2,097 (3,128) = = =
(LOSS)/PROFIT FOR THE YEAR AR (BH),/ A (57,893) (56,031)  (194,065) 849 542
ATTRIBUTABLE TO: Ak T5
EQUITY OWNERS AnmEE A A
OF THE COMPANY
— CONTINUING OPERATIONS - FHE R B (45,106)  (191,816) 1,369 1,029
— DISCONTINUED OPERATIONS - DRI (1,740) - - -
(46,846)  (191,816) 1,369 1,029
NON-CONTROLLING INTERESTS P23 £
— CONTINUING OPERATIONS —FRUR BT (7,797) (2,249) (520) (487)
— DISCONTINUED OPERATIONS - DRI (1,388) - - -
(9,185) (2,249) (520) (487)
(LOSS)/PROFIT FOR THE YEAR AAERE (iR),/#H (56,031)  (194,065) 849 542

ANNUAL REPORT 2018 | ORIENT VICTORY TRAVEL, GROUP COMPANY LIMITED | 243



FIVE YEAR FINANCIAL SUMMARY

T BA B 2
31 December 2018 —&F—/\F+_H=+—H
(Expressed in HKS) (PAUSICHI7R)

Assets and liabilities G kalk
31 December
+=-HA=+—H
2018 2017 2016 2015 2014
SE )V ZB2—UE 2R 224 ZF g
HK$000  HK$000  HK$000  HK$000  HKS$000
T T80 T8 Tt TF¥#0
TOTAL ASSETS g 1,002,609 926,022 823,178 943,382 185,982
TOTAL LIABILITIES A =Ei (218,149) (67,698) (80,825)  (552,278) (56,503)
TOTAL EQUITY JBEASHE 25 BRI 784,460 858,324 742,353 391,104 129,479
ATTRIBUTABLE TO: REAG Ty

EQUITY OWNERS OF THE COMPANY ARAvRERBEA N L R 851,772 738,537 384,796 122,349
NON-CONTROLLING INTERESTS El=eiy 40,860 6,552 3,816 6,308 7,130
784,460 858,324 742,353 391,104 129,479
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