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CHAIRMAN’S STATEMENT
EREHwE

Dear Shareholders,

On behalf of the board of directors (the “Board”), | am pleased
to present the annual report of Royal China International
Holdings Limited (formerly known as LC Group Holdings
Limited) (the “Company”), together with its subsidiaries (the
“Group”) for the fifteen months ended 31 December 2017 (the
“Period”).

BUSINESS REVIEW

In 2017, the Company changed its financial year end date
from 30 September to 31 December and therefore there were
fifteen months for this financial period. The turnover of the
Group increased by HK$41.4 million from HK$116.0 million
for the year ended 30 September 2016 to HK$157.4 million
for the Period. The overall gross profit increased by HK$3.5
million from HK$47.6 million for the year ended 30 September
2016 to HK$51.1 million for the Period. Such increase was
mainly due to the revenue contributed from new business
segments of aviation and traveling and financial services as
well as the effect of change of financial year end date.

However, the Group recorded a consolidated net loss
of HK$10.2 million for the Period as compared with a
consolidated net profit of HK$24.2 million for the year ended
30 September 2016. The net loss for the Period was mainly
due to (i) the decrease in gross profit from construction and
ancillary services business which includes design, fitting-out,
decoration, alteration and addition, construction and other
related business; (ii) the increase of professional fee incurred
by the Company for the mandatory cash offer for shares
of the Company (the “Share(s)”); and (iii) the increase in
operating expenses for preparing, setting up and operating
new businesses of the Group.

In order to alleviate the possible impact from the uncertainty
in Hong Kong property development industry on the segment
of construction and ancillary services business, the Group has
explored and developed new business segments including
aviation and traveling services segment and financial services
segment during the Period. These two segments have
commenced operation and started to contribute revenues to
the Group.
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PROSPECT

In future, it is intended that the Group will broaden its
customer bases to customers from non-residential property
developers which demand our construction and ancilliary
services for their office premises and properties so as to
reduce our reliance on residential projects of Hong Kong
based property developers and uncertainty of Hong Kong
property market. Meanwhile, the Group will also continue to
expand its construction and ancillary services business in
future.

In June 2017, the Legislative Council passed the “Inland
Revenue (Amendment) (No.2) Bill 2017”, which significantly
reduces the effective tax rate for qualifying aircraft lessors
and qualifying aircraft leasing managers in Hong Kong. This
initiative is aimed at enhancing Hong Kong’s competitiveness
in the global aircraft leasing arena and attracting international
lessors and aviation businesses to Hong Kong. In accordance
with initiative of “One belt, One road”, it aims to promote
the connection of infrastructure construction, strengthens
economic, trade and industrial cooperation, and boosts the
integration in financial and other industries among more than
60 economic entities along “One belt, One road”. Aviation
industry will become a carrier and benefit from the Air Silk
Road and play an important role among countries along
“One belt, One road.” In this favorable environment for
aviation industry, the Group will strengthen the development
of existing aviation and traveling services business including
aircraft management, service of aircraft sales, ancillary
services of aircraft leasing. Furthermore, the Group will
continue to explore business opportunities in aviation industry
value chain which includes but not limited to pilot training
school, trading of aviation fuel, trading of aviation equipment
and parts and other aviation and traveling business.

On 14 March 2018, the Group has obtained the licenses for
regulated activities under Securities and Futures Ordinance
(“SFO”) to carry out Type 1 (dealing in securities), Type 4
(advising on securities) and Type 9 (asset management)
regulated activities (as defined in the SFO). In June 2017,
MSCI, an index provider, finally approved the inclusion of 222
Shanghai and Shenzhen-listed large-cap A shares into its
main emerging market index from June 2018. Bond connect
program was then launched in less than a month after the
MSCI A-share inclusion announcement. China’s continued
capital account opening will unleash massive investment
demand providing the Group a golden opportunity to develop
regulated activities under SFO.
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In June 2017, Hong Kong Exchange and Clearing Limited
and The Chinese Gold and Silver Exchange Society (“CGSE”)
signed a Memorandum of Understanding (the “MOU”) to
consider cooperation on matters ranging from product
promotion to storage vaults. The signing of MOU signifies a
strategic partnership which aims to build a major gold and
commodities trading center in Asia Pacific. In October 2017,
Shenzhen-Hong Kong Gold Connect has been launched. We
are optimistic about the prospects of precious metal trading
market in Hong Kong and China and our precious metal
trading business.

APPRECIATION

We would like to thank our committed staff for their
contributions, our customers, business partners and
shareholders of the Company (“Shareholder(s)”) for their
continued support to the Group.

On behalf of the Board

DENG Kui
Chairman

Hong Kong, 23 March 2018
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MANAGEMENT DISCUSSION AND ANALYSIS

BIRE A o B AT

The Board is pleased to present the results of the Group for
the fifteen months ended 31 December 2017 (the “Period”),
together with the comparative figures for the year ended 30
September 2016 (“FY2016”).

FINANCIAL REVIEW

During the Period, the Group’s new business segments
(aviation and traveling services and financial services) became
growth drivers, contributed the revenue of HK$29.1 million
and resulting an increase in the revenue of the Group by
35.7% to HK$157.4 million as compared to FY2016. The
Group recorded a net loss of HK$10.2 million for the Period
mainly due to (i) the substantial decrease in gross profit
from construction and ancillary services; (i) the increase in
professional fee incurred by the Company for the mandatory
cash offer for Shares of the Company; and (jii) the increase in
operating expenses for preparing, setting up and operating
new businesses of the Group.

BUSINESS REVIEW

The Group’s business segments include three major
segments, namely construction and ancillary services, aviation
and traveling services and financial services.

During the Period, the performance of Group’s business was
diversified. While the revenue of construction and ancillary
services was adversely affected by intensive competition
in this industry, new business segments’ performance was
encouraging and contributed revenue of HK$29.1 million. A
breakdown of the revenue was listed below:

Fifteen months ended
31 December 2017
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September 2016
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ancillary services 128,270 81.5 116,021 100
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Revenue W zs 157,397 100 116,021 100
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MANAGEMENT DISCUSSION AND ANALYSIS

il

CONSTRUCTION AND ANCILLARY SERVICES

‘S 18 = 5 5w i oy

Construction and ancillary services which include design,
fitting-out, decoration, alteration and addition, construction
and other related businesses were the focus of our
business in the Period. During the Period, the revenue from
construction and ancillary services increased by 10.6% to
HK$128.3 million (FY2016: HK$116.0 million). The increase in
the revenue from this segment mainly due to the contribution
from new corporate customers for our construction and
ancilliary services for their office premises.

In the Period, the major customers of the Group were
mostly well established listed property developers based
in Hong Kong. In 2017, Hong Kong property market was
affected by unfavorable market conditions such as Hong
Kong government’s demand curb measures (including the
tightening of the mortgage for residential properties and sharp
rise in property stamp duty to 15% adopted by Hong Kong
government), and interest rate hikes in the United States of
America, which may increase the cost of borrowing in Hong
Kong. Moreover, the significant increase in competition
from China’s property developers for residential property
development projects in Hong Kong may adversely affect
future performance of Hong Kong based property developers
which are our major customers. In the Period, the Group
started to broaden the customer base to corporate customers
which demand our construction and ancilliary services for
their office premises in Hong Kong in order to reduce heavily
reliance on Hong Kong based property developers and the
uncertainty in the residential property market.

AVIATION AND TRAVELING SERVICES

In response to favorable environments in aviation and
traveling services industry (details found in section headed
“Chairman’s Statement of this annual report) in 2017, the
Group started to explore business opportunities in aviation
and traveling industry which includes but not limited to aircraft
management, service of aircraft sales, aircraft leasing, pilot
training school, trading of aviation fuel and trading of aviation
equipment and parts. In the Period, the Group started to
provide aircraft management service, service for aircraft sales
and aircraft leasing ancillary services.

During the Period, the revenue from aviation and traveling
services recorded HK$28.0 million (FY2016: nil).
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MANAGEMENT DISCUSSION AND ANALYSIS

BIRE A o B AT

Aircraft management service

The Group provides aircraft management service to our
customers including flight scheduling, aircraft maintenance
and crew management. During the Period, the revenue from
aircraft management service was HK$20.1 million (FY2016:
nil).

On 12 July 2017, Smart Empire Global Limited (“Smart
Empire”), an indirect wholly owned subsidiary of the
Company, BAA Jet Management Limited (“BAA”), a top
business jet management company in the People’s Republic
of China (the “PRC”) and Himalaya Business Aviation Limited
(the “HBA”), an indirect wholly-owned subsidiary of the
Company, entered into a subscription agreement, pursuant
to which Smart Empire and BAA shall subscribe for, and
HBA shall allot and issue, 5,099,999 shares and 4,900,000
shares, respectively, at the aggregate subscription price
of HK$5,099,999 and HK$4,900,000, respectively. Upon
completion of the share subscription, the Group’s equity
interests in HBA were reduced from 100% to 51%. We
believed that the Group can leverage the reputation, expertise
and extensive experience of BAA to expand our aircraft
management business. For details of subscription agreement,
please refer to the announcement of the Company dated 12
July 2017.

After entering into the aircraft management agreements
by HBA, the Group decided to subcontract part of such
management service to BAA by entering into Services
Framework Agreement to rely on the expertise in aircraft
management of BAA and thus improve the efficiency and
costs effectiveness of the provision of such service of the
Group. For details of the Services Framework Agreement,
please refer to the announcement of the Company dated 14
September 2017.

Service of aircraft sales

Our service of aircraft sales provides service to our customers
including selection of aircraft, negotiation and execution of
aircraft purchase. During the Period, the revenue from the
service of aircraft sales was HK$7.7 million (FY2016: nil).
On 27 July 2017, the Company entered into an agency
agreement (the “Agency Agreement”) with a connected
person of the Company for acting as an exclusive purchasing
agent for its purchase of a business jet and service fee
was based on 1.5% of purchase price of the business jet
which shall not exceed HK$10 million. For details of the
Agency Agreement, please refer to the announcement of the
Company dated 27 July 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

BIRE R o B AT

Aircraft leasing ancillary services

Our aircraft leasing ancillary services provide services to our
customers in relation to the advisory services for aircraft
leasing financing. During the Period, the revenue from aircraft
leasing ancillary services provided to a connected person of
the Company was HK$0.2 million (FY2016: nil).

FINANCIAL SERVICES

Golden opportunity brought by China’s capital market
liberation has become more prominent with a number of
game changers emerged (details found in section headed
“Chairman’s Statement of this annual report) in 2017. The
Group is grateful to enjoy this business opportunity by
commencing precious metal trading business and financial
advisory service. During the Period, the revenue from financial
services was HK$1.1 million (FY2016: nil).

Precious metal trading

The Group obtained the ordinary membership (the
“Membership”) of CGSE on 6 September 2017. Found in
1910, CGSE is the sole exchange in Hong Kong which trades
physical gold and silver. Run on a membership-based system,
CGSE provides an exchange, facilities and related services
for its members for transaction of precious metals. The
Membership allows its holder to provide trading services of
gold, silver and precious metals for its customers and molding
of physical gold/silver bullion under physical gold and silver.

During the Period, the revenue from precious metal trading
was HK$0.6 million (FY2016: nil).

Financial advisory service

Financial advisory service provides non-regulated advisory
services to our customer. During the Period, the revenue from
financial advisory service was HK$0.5 million (FY2016: nil).

Administrative expenses

The administrative expenses increased by HK$36.9 million
from HK$20.1 million in FY2016 to HK$57.0 million in the
Period. The increase was mainly due to the increase of
professional fee incurred for the cash offer for Shares, the
increase in operating expenses for preparing, setting up and
operating new businesses of the Group, and effect of change
in financial year end date.
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MANAGEMENT DISCUSSION AND ANALYSIS

BIRE A o B AT

Loss for the Period

The Group recorded the loss of HK$10.2 million in the Period
as compared to the profit of HK$24.2 million in FY2016
mainly due to (i) the decrease in gross profit from construction
and ancillary services; (i) the increase of professional fee
incurred by the Company for the mandatory cash offer for
the Shares; and (i) the increase in operating expenses for
preparing, setting up and operating new businesses of the
Group.

HUMAN RESOURCES AND REMUNERATION
POLICIES

As at 31 December 2017, the Group had 40 employees (30
September 2016: 23) in Hong Kong and the PRC. The total
remuneration paid by the Group to its employees (including
Directors) for the Period was HK$24.7 million (FY2016:
HK$14.4 million).

The objective of the Group’s remuneration policy is to
maintain fair and competitive packages based on business
requirements and industry practice. In order to determine
the level of remuneration paid to its employees (including
Directors and senior management), the following factors are
considered:

o workload, responsibility and job complexity;

o business requirements;

. individual performance and contribution to results;

. company performance and profitability;

° retention considerations and the potential of individuals;

. corporate goals and objectives;

. market rates and changes in relevant markets, including
supply and demand fluctuations and changes in
competitive conditions; and

. general economic situation.

In addition to salaries, provident fund scheme and medical

insurance coverage and discretionary bonuses are available

to employees. Level of remuneration is reviewed annually.

During the review process, no individual director is involved in
decisions relating to his own remuneration.
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MANAGEMENT DISCUSSION AND ANALYSIS

BIRE R o B AT

LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

As at 31 December 2017, the Group had a total cash and
bank balances of HK$134.5 million (30 September 2016:
HK$154.2 million) mainly denominated in Hong Kong dollars.

The Group continued to maintain a healthy liquidity position.
As at 31 December 2017, the Group had net current assets
of HK$136.3 million (30 September 2016: HK$152.7 million).
The Group had current ratio of approximately 3.76 times as at
31 December 2017 compared to that of approximately 10.3
times at 30 September 2016.

The gearing ratio of the Group is defined as a percentage
of interest-bearing liabilities divided by total equity. As at 31
December 2017, the Group did not have any borrowing (30
September 2016: nil). Hence, as at 31 December 2017, the
gearing ratio was nil (30 September 2016: nil). The Group’s
working capital requirements were mainly financed by internal
resources.

FOREIGN EXCHANGE EXPOSURE

The Group mainly earns revenue in Hong Kong dollars
and Renminbi and also incurs cost in Hong Kong dollars
and Renminbi. The Group is exposed to foreign exchange
risk with respect mainly to Renminbi which may affect the
Group’s performance. The management is aware of the
possible exchange rate exposure due to the continuing
fluctuation of Renminbi and will closely monitor its impact on
the performance of the Group to see if any hedging policy is
necessary. The Group currently does not have any foreign
currency hedging policy.

PLEDGE OF ASSETS

There was no pledged asset as at 31 December 2017 (30
September 2016: nil).

USE OF PROCEEDS FROM THE SHARE
OFFER

The net proceeds from the Company’s Share offer in
September 2015 amounted to approximately HK$100.0
million (after deducting underwriting commissions and all
related expenses).
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MANAGEMENT DISCUSSION AND ANALYSIS

BIRE A o B AT

Having considered the performance and requirements of
Group’s construction and ancillary services and with a view to
better deploy the resources of the Group, the Board resolved
to re-allocate HK$15 million which was originally planned for
promoting the Group’s brand by strengthening marketing
efforts for the payment of the consideration, agency and
professional fee on the acquisition of the membership of
CGSE on 9 May 2017 and HK$5.1 million from HK$10 million
which was originally planned to be used recruiting high caliber
talents in management, design, decoration, finance, sales
and marketing and enhance internal training to support future
growth for the business of business jet management on 12
July 2017. The proposed use of net proceeds from the listing,
and details of the original allocation of the net proceeds, the
revised allocation of the net proceeds, and the utilisation of
the net proceeds as at 31 December 2017 are set out below:
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Original Revised Remaining
allocation allocation Utilisation balances
0E S
Planned use of proceeds FReRET AR FESE ®BEITSE CHARK BARER
HKS$ million  HK$ million  HK$ million  HK$ million
BEET BEAET BEAET BEBT
Financing the potential acquisition ~ FA{EA B UEE X B 45.0 45.0 = 45.0
of companies and or/businesses ~ Fik:t - EEREH
which are primarily engaged in TREERBEAEMAR
DFD works and the complement — ¥#&H AT & ¥
our existing business so as BEAES  UER
to expand our contracting BRI
capabilities
Financing the establishment of new F¥E&RK 7 B2 20.0 20.0 = 20.0
regional offices in the PRC MERBRNES
Promoting our brand by RYEEBMAKMEE 15.0 = = -
strengthening our marketing S5 R BRI
efforts to increase our market Mg IS H
share 7
Recruiting high caliber talents FRERERER - & 10.0 4.9 4.9 -
in management, design, B RHh - B 88
decoration, finance, sales EREETENEER
and marketing and enhancing G AT I hnsE A EpEE
internal training to support future AR RE R
growth
Additional working capital and REfEIINEBEE S R K 10.0 10.0 10.0 .
other general corporate ft—R AR AT
purposes
Precious metal trading business H2BRXFE% = 15.0 11.9 3.1
Payment of subscription SHBEBAE-ZT—+tF - 5.1 5.1 -
agreement of HBA dated 12 July +A+—BAHEHRA
2017 BRIABHRETZ
REEE
100.0 100.0 31.9 68.1
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MANAGEMENT DISCUSSION AND ANALYSIS

BIRE R o B AT

CONTINGENT LIABILITIES

The Group had no significant contingent liabilities as at 31
December 2017 (30 September 2016: nil).

CAPITAL COMMITMENTS

The Group had no significant outstanding capital commitment
as at 31 December 2017 (30 September 2016: nil).

CHANGE OF COMPANY NAME

With effect from 28 March 2017, the English name of the
Company has changed from “LC Group Holdings Limited”
to “Royal China International Holdings Limited” and the dual
foreign name in Chinese of the Company has changed from
‘RETEBIZERBMR AT to “EFEIRZERAER AR
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DIRECTORS’ REPORT
ESgWmE

The directors of the Company (the “Directors”) submit their
report together with the audited financial statements of the
Group for the Period.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
The Group is principally engaged in construction and ancillary
services which include design, fitting-out, decoration,
alteration and addition, construction and other related
businesses, aviation and traveling services and financial
services. The principal activities of the subsidiaries of the
Company are set out in note 26 to the consolidated financial
statements.

BUSINESS REVIEW

A review of the business of the Group and an analysis of
the Group’s performance during the Period are provided
in “Chairman’s Statement” on page 4 and “Management
Discussion and Analysis” on page 7. Description of the
principal risks and uncertainties that the Group is facing
can be found in “Chairman’s Statement” on page 4. Also,
the financial risk management objectives and policies of the
Group can be found in note 5(b) to the consolidated financial
statements. The environmental policies and performance are
provided in “Environmental, Social and Governance Report”
on page 49.

The Group has complied with relevant laws and regulations
that have significant impact on the operations of the Group.

No important events affecting the Group have occurred
since the end of the Period. The Group’s future business
development is set out in “Chairman’s Statement” on page 4.

RESULTS AND APPROPRIATIONS

The results of the Group for the Period are set out in
the consolidated statement of profit or loss and other
comprehensive income on page 63.

The Directors do not recommend any payment of final
dividend for the Period.

FINANCIAL SUMMARY
A summary of the published results and of the assets and

liabilities of the Group for the last five years is set out on page
151.
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DIRECTORS’ REPORT
EEEWE

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 31 December
2017, calculated under the Companies Law of the Cayman
Islands amounted to approximately HK$85.1 million (as of 30
September 2016: HK$108.3 million).

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of
the Group are set out in note 14 to the consolidated financial
statements.

SHARE CAPITAL

Details of movement’s in the share capital of the Company
during the Period are set out in note 22 to the consolidated
financial statements.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the
Company’s articles of association or the laws of the Cayman
Islands, which would oblige the Company to offer new shares
on a pro-rata basis to existing shareholders.

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

Neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed securities
during the Period.
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DIRECTORS’ REPORT
ESgWmE

DIRECTORS

The Directors of the Company during the Period and up to the
date of this report were:

Executive Directors

Mr. DENG Kui (Chairman) (appointed on 6 July 2017)

Mr. LIU Yong Sheng (Chief Executive Officer)
(appointed on 28 March 2017)
Mr. ZHOU Hucheng (appointed on 28 March 2017)

Mr. LEONG Hing Loong Rudoff

Ms. CHEW Christina Mooi Chong

Mr. YANG Yong (appointed on 10 February 2017 and
resigned on 28 March 2017)

Mr. ZHAO Dianging (appointed on 10 February 2017 and
resigned on 28 March 2017)

Mr. SHIH Steven Chun Ning (resigned on 10 February 2017)

Independent non-executive Directors

Mr. LIU Gang (appointed on 10 February 2017)

Mr. YU Haizong (appointed on 10 February 2017)

Ms. AN Yiging (appointed on 10 February 2017)

Mr. TANG Hamilton Ty (resigned on 10 February 2017)
Mr. LEE Frank King-ting (resigned on 10 February 2017)
Mr. HO Hin Yip (resigned on 10 February 2017)

The Company has received, from each of the independent
non-executive Directors, an annual confirmation of his or her
independence pursuant to rule 3.13 of the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing
Rules”). The Company considered all of the independent
non-executive Directors to be independent.

In accordance with article 83 (3) of the Articles of Association,
Mr. DENG Kui, Mr. LIU Yong Sheng and Mr. ZHOU Hucheng
shall retire from office and, being eligible, offer themselves for
re-election at the forthcoming annual general meeting.

In accordance with article 84(1), Mr. LEONG Hing Loong
Rudoff, Ms. CHEW Christina Mooi Chong and Mr. LIU Gang
shall retire from the office and, being eligible offer themselves
for re-election at the forthcoming annual general meeting.
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DIRECTORS’ REPORT
EEEWE

CHANGES TO INFORMATION IN RESPECT OF
DIRECTORS

Directors’ Position Held
On 10 February 2017:

= Mr. YANG Yong was appointed as an executive
Director, Chairman of the Board and chairman of the
Nomination Committee.

- Mr. ZHAO Dianging was appointed as an executive
Director and an authorised representative of the
Company under Rule 3.05 of the Listing Rules.

- Mr. LIU Gang was appointed as an independent
non-executive Director, chairman of the Remuneration
Committee and a member of the Audit Committee.

- Mr. YU Haizong was appointed as an independent
non-executive Director, chairman of the Audit
Committee, a member of the Nomination Committee
and the Remuneration Committee.

- Ms. AN Yiging was appointed as an independent
non-executive Director, a member of the Audit
Committee, the Nomination Committee and the
Remuneration Committee.

- Mr. SHIH Steven Chun Ning resigned as an executive
Director and an authorised representative of the
Company under Rule 3.05 of the Listing Rules.

- Mr. TANG Hamilton Ty resigned as an independent
executive Director, chairman of the Remuneration
Committee, a member of Audit Committee and
Nomination Committee.

= Mr. LEE Frank King-ting resigned as an independent
non-executive Director, chairman of the Nomination
Committee, a member of the Audit Committee and the
Remuneration Committee.
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DIRECTORS’ REPORT
ESgWmE

= Mr. HO Hin Yip resigned as an independent
non-executive Director and chairman of the Audit
Committee.

= Mr. LEONG Hing Loong Rudoff resigned as Chairman of
the Board, a member of the Nomination Committee and
the Remuneration Committee.

On 28 March 2017:

= Mr. LIU Yong Sheng was appointed as an executive
Director, Chairman of the Board, chairman of the
Nomination Committee and the Chief Executive
Officer of the Company. He was also appointed as an
authorised representative of the Company under the
Rule 3.05 of the Listing Rules.

- Mr. ZHOU Hucheng was appointed as an executive
Director.

= Mr. YANG Yong resigned as an executive Director,
Chairman of the Board and chairman of the Nomination
Committee.

= Mr. ZHAO Dianging resigned as an executive Director
and an authorised representative of the Company under
Rule 3.05 of the Listing Rules.

On 6 July 2017:

- Mr. DENG Kui was appointed as an executive Director,
Chairman of the Board and chairman and member of
the Nomination Committee. He was appointed as an
authorised representative of the Company under Rule
3.05 of the Listing Rules.

= Mr. LIU Yong Sheng ceased to be Chairman of the
Board, the chairman and member of the Nomination
Committee and the authorised representative of the
Company under Rule 3.05 of the Listing Rules.
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DIRECTORS’ REPORT
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Director’s Emoluments

The Board approved (as recommended by the Remuneration
Committee) the following:

- The remuneration of Mr. LIU Yong Sheng for
his positions held in the Company be fixed at
HK$1,800,000 per annum with a bonus of HK$500,000
at completion of every 12 months’ services with the
Company.

— The remuneration of Mr. ZHOU Hucheng for this position
held in the Company was fixed at HK$1,200,000 per
annum.

— Mr. YANG Yong and Mr. ZHAO Dianging do not
receive any remuneration for their positions held in the
Company; and

— the remuneration of Mr. LIU Gang, Mr. YU Haizong and
Ms. AN Yiging be fixed at HK$120,000 per annum with
retrospective effect from 10 February 2017.

— the remuneration of Mr. DENG Kui be fixed at
HK$2,520,000 per annum with retrospective effect from
6 July 2017.

= the remuneration of Mr. LEONG Hing Loong Rudoff
and Ms. CHEW Christina Mooi Chong was revised from
HK$1,300,000 per annum to HK$2,000,000 per annum
with effect from 1 November 2017 and performance
bonus of HK$530,000 to each of Mr. LEONG Hing
Loong Rudoff and Ms. CHEW Christina Mooi Chong.

Saved as disclosed above, there is no other information
required to be disclosed pursuant to Rule 13.51B(1) of the
Listing Rules.
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DIRECTORS’ REPORT
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DIRECTORS’ SERVICE CONTRACTS

None of the Directors being proposed for re-election at the
forthcoming annual general meeting has a service contract
with any member of the Group which is not determinable by
the Group within one year without payment of compensation
(other than statutory compensation).

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

None of the Directors had engaged in or were interested in
any business which competed or was likely to compete, either
directly or indirectly, with the business of the Group during
the Period.

PERMITTED INDEMNITY PROVISION

During the Period, the Company arranged for appropriate
insurance cover for Directors’ and officers’ liabilities in respect
of legal actions against its Directors and senior management
arising out of corporate activities.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF
SIGNIFICANCE

Save for disclosed elsewhere in this annual report, no
transaction, arrangement or contract of significance to which
the Company, or any of its subsidiaries was a party, and in
which a Director of the Company had a material interest,
whether directly or indirectly, subsisted at the end of the
Period or at any time during the Period.

BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

The biographical details of Directors and senior management
of the Group are set out in the section headed “Profile of
Directors and Senior Management” on pages 30 to 34.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As at 31 December 2017, none of the Directors and chief
executive had any interests or short positions in any Shares,
underlying Shares or debentures of the Company or any of
its associated corporations (within the meaning Part XV of the
SFO) which were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of the SFO
or which were required to be entered in the register required
to be kept pursuant to Section 352 of the SFO or which
were required to be notified to the Company and the Stock
Exchange pursuant to the Model Code.

INTERESTS OF SUBSTANTIAL
SHAREHOLDERS AND OTHER PERSONS IN
SHARES AND UNDERLYING SHARES

As at 31 December 2017, the following person (other than
the Directors or chief executive of the Company) had interests
or short positions in the Shares or underlying Shares of the
Company which would be required to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV
of the SFO, or which were recorded in the register required to
be kept by the Company under Section 336 of the SFO:
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Approximate
percentage of
issued Shares

HERTERG
Number #;iask
Name of Shareholder Nature of interest of Shares (Note 1)
KEREB EaH Eia®A (MfE1)
State Energy HK Limited Beneficial owner 375,000,000 75%
Bae BB B R QA ERnEEA
National Business Holdings Group Co. Interests of controlled 375,000,000 75%
Limited* corporation
BaemEEBBR QA REEEN B
Shanghai Guoming Equity Investment  Interests of controlled 375,000,000 75%
Fund Management Co. Limited* corporation
FPEERAREREESEEARAA SEEENER
Shanghai Zhongshe Equity Investment  Interests of controlled 375,000,000 75%
Fund Co. Limited* corporation
PP REREEZS AR DA REEEN#ER
Ms. Niu Fang Interests of controlled 375,000,000 75%
corporation
4+t REEENER
Mr. Liu Quanhui Interests of controlled 375,000,000 75%
corporation
B2 IE LA REEEN#ER
Ms. Hu Zhangcui Interests of spouse 375,000,000 75%
HERL L Fic 485 B #E
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Notes:
1. All interests stated above represented long positions.

2. State Energy HK Limited (“State Energy HK”) is wholly owned by
National Business Holdings Group Co. Limited (“National Business”),
which in turn is owned as to approximately 66.67% by Shanghai
Guoming Equity Investment Fund Management Co. Limited (“Shanghai
Guoming”) and 33.33% by Shanghai Zhongshe Equity Investment Fund
Co. Limited (“Shanghai Zhongshe”). Shanghai Guoming is owned as
to 70% by Mr. Liu Quanhui and as to 30% by Ms. Niu Fang. Shanghai
Zhongshe is owned as to 20% by Mr. Liu Quanhui and as to 80% by
Ms. Niu Fang. Ms. Hu Zhangcui is the spouse of Mr. Liu Quanhui.
Therefore, each of National Business, Shanghai Guoming, Shanghai
Zhongshe, Ms. Niu Fang, Mr. Liu Quanhui and Ms. Hu Zhangcui is
deemed to be interested in the Shares held by State Energy HK under
the SFO.

Save as disclosed above, as at 31 December 2017, the
Company had not been notified of any other persons (other
than the Directors or chief executive of the Company) who
had interests or short positions in the Shares or underlying
Shares of the Company which would be required to be
disclosed to the Company under the provisions of Divisions 2
and 3 of Part XV of the SFO, or which were recorded in the
register required to be kept by the Company under Section
336 of the SFO.

SHARE OPTION SCHEME

Pursuant to the share option scheme adopted on 13 August
2015 (“Share Option Scheme”), the Company may grant
share options to any directors, employees, consultants,
customers, suppliers of goods or services to any member of
the Group or any entity in which the Group holds any equity
interests (“Invested Entity”) who, in the sole discretion of the
Board, have contributed or will contribute to the growth and
development of the Group so as to provide incentives or
rewards for their contribution to the success of the Group’s
operation. During the Period, no share option was granted by
the Company under the Share Option Scheme.

Summary of the terms of the Share Option Scheme is as
follows:

(@) Purposes

The purposes of the Share Option Scheme are to enable
the Group to grant options to the eligible participants to
(i) motivate them to optimise their performance efficiently
for the benefit of the Group; and (i) attract and retain or
maintain on-going business relationship with the eligible
participants whose contributions are or will be benéficial
to the long-term growth of the Group.
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(b)

(c)

(d)

(e)

24

Eligible Participants

Any employees (whether full time or part time), directors
(including executive, non-executive and independent
non-executive directors) of the Company, any subsidiary
of the Group or any Invested Entity, any customers,
suppliers of goods and services to any member of
the Group or any Invested Entity and such other
persons or entities (“Eligible Participants”) who, in the
sole discretion of the Board, have contributed or will
contribute to the growth and development of the Group
or any Invested Entity.

Maximum number of Shares available for issue

The maximum number of Shares which may be allotted
and issued upon the exercise of all outstanding options
granted and yet to be exercised under the Share Option
Scheme and any other share option schemes of the
Company must not, in aggregate, exceed 30% of the
total number of Shares in issue from time to time. The
total number of Shares in respect of which options may
be granted under the Share Option Scheme and any
other share option schemes of the Company shall not
exceed 10% of the total number of Shares in issue as
at the date of listing of the Shares unless the Company
obtains the approval of the Shareholders in general
meeting for refreshment.

Maximum entitlement of each Eligible Participant

The total number of Shares issued and to be issued
upon exercise of options (whether exercised or
outstanding) granted in any 12-month period to:

()  each Eligible Participant must not exceed 1.0% of
the total number of Shares in issue; and

(i) a substantial Shareholder or an independent
non-executive director must not exceed 0.1% of
the total number of Shares in issue and not exceed
HK$5.0 million in aggregate value.

Period within which the Shares must be taken up
under an option

An option must be exercised within 10 years from the
date on which it is granted or such shorter period as the
Board may specify at the time of grant.

(b)

(c)

(d)

(e)
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(f)  Minimum period, if any, for which an option must
be held

No minimum period for which the option has to be held
before it can be exercised is specified in the Share
Option Scheme.

(g) Period open for acceptable of an option and
amount payable upon acceptance

An offer of grant of an option may be accepted by an
Eligible Participant within 21 days from the date of the
offer of grant of the option. A consideration of HK$1.00
is payable on acceptance of the offer of grant of an
option.

(h) Basis of determining the subscription price of an
option

The exercise price must be at least the highest of (i)
the closing price of the Shares as stated in the Stock
Exchange’s daily quotation sheet on the date of grant;
(i) the average closing prices of the Shares as stated in
the Stock Exchange’s daily quotation sheets for the five
trading days immediately preceding the date of grant;
and (iii) the nominal value of a Share.

() Validity of the Share Option Scheme

The Share Option Scheme has a life of 10 years and will
expire on 12 August 2025 unless otherwise terminated
in accordance with the terms of the Share Option
Scheme.

ARRANGEMENT TO PURCHASES SHARES OR
DEBENTURES

At no time during the Period and up to the date of this report
was the Company or any of its subsidiaries or a party to
any arrangement to enable the Directors of the Company
to acquire benefits by means of the acquisition of shares or
debentures of the Company or any other body corporate.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration
of the whole or any substantial part of the business of the
Company were entered into or existed during the Period.
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MAJOR CUSTOMERS AND SUPPLIERS

During the Period, the Group’s five largest group customers
by related groups in aggregate accounted for approximately
63.2% of the Group’s total turnover. The largest group
customer accounted for approximately 14.4% of the Group’s
total turnover.

During the Period, the Group’s five largest suppliers in
aggregate accounted for approximately 42.6% of the
Group’s total purchases. The largest supplier accounted for
approximately 13.4% of the Group’s total purchases.

To the best knowledge of the Directors, none of the Directors,
their respective associates or any Shareholder (which to
the knowledge of the Directors owns more than 5% of the
Company’s share capital) had an interest in these major
suppliers or customers.

CONNECTED TRANSACTIONS AND
CONTINUING CONNECTED TRANSACTIONS

Details of the significant related party transactions undertaken
by the Group during the Period in ordinary course of business
are set up in note 29 to the consolidated financial statements.

Connected Transactions

On 27 July 2017, the Company and Royal China Group
International Holdings Limited (“RCG”) entered into the
Agency Agreement for the provision of agency service by
the Company to act as an exclusive purchasing agent for
RCG in its purchase of the business jet. RCG is an indirect
subsidiary of National Business Holdings Group Co. Limited*
(BRI £ B AR A F]) which is a controlling Shareholder
of the Company and as such, RCG is a connected person
of the Company under the Listing Rules. Therefore, the
transaction contemplated under the Agency Agreement
constitutes a connected transaction of the Company under
Chapter 14A of the Listing Rules. Further details are set out
in the announcement of the Company dated 27 July 2017.
The agency fee paid by RCG to the Group under the Agency
Agreement was HK$7.7 million (FY2016: nil).
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Continuing Connected Transactions

On 14 September 2017, Himalaya Business Aviation Limited
(“HBA”), an indirect non wholly-owned subsidiary of the
Company and BAA Jet Management Limited (“BAA”), a
shareholder of 49% of the equity interest of HBA, entered into
the Services Framework Agreement in relation to the provision
of the Business Jet Management Services by BAA to HBA, for
a period commencing from 15 September 2017 and ending
on 31 December 2019. As such, BAA is a connected person
of the Company at the subsidiary level under Rule 14A.06(9)
of the Listing Rules. Therefore, the Business Jet Management
Services contemplated under the Services Framework
Agreement constitute continuing connected transactions of
the Company under Chapter 14A of the Listing Rules. HBA
decided to subcontract part of such aircraft management
service to BAA in order to reply on the expertise in aircraft
management of BAA and thus improve efficiency and cost
effectiveness of the provision of such services of the Group.
For each of the financial years ending 31 December 2017,
2018 and 2019, it is expected that the amount of service
fees which may be charged by BAA for the provision of
Business Jet Management Services to HBA shall not exceed
US$3.1 million, US$11.2 million and US$11.8 million (which is
equivalent to approximately HK$24.0 million, HK$87.6 million
and HK$91.9 million) respectively pursuant to the Services
Framework Agreement. Further details are set out in the
announcement of the Company dated 14 September 2017,
During the Period, the service fees charged by BAA for the
provision of Business Jet Management Services was HK$13.0
million (FY2016: nil).

The amount of service fees charged by BAA for provision
of Business Jet Management Services did not exceed the
corresponding annual cap for the Period as announced by the
Company on 14 September 2017.

The independent non-executive Directors has reviewed the
above continuing connected transactions and confirmed that
the transaction has been entered into ordinary course and
usual course of business of the Group, on normal commercial
terms and that the terms thereof and the relevant annual caps
thereto are fair and reasonable and in the interests of the
Company and the Shareholders as a whole.

The Company’s auditor was engaged to report the Group’s
continuing connected transactions in accordance with Hong
Kong Standard on Assurance Engagements 3000 “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 Hong Kong Listing Rules” issued by the Hong Kong
Institute of Certified Public Accountants.
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The auditor has issued an unqualified letter containing the
auditor’s findings and conclusions in respect of the continuing
connected transactions disclosed above by the Group and
confirmed that the continuing connected transactions have
not been exceeded the annual cap, in accordance with Rule
14A.56 of the Listing Rules. A copy of the Auditors’ letter has
been provided by the Company to the Stock Exchange.

DISCLOSEABLE TRANSACTION

On 9 May 2017, Asian Pacific Capital Company Limited (the
“Vendor”) and Right Power Ventures Limited, an indirect
wholly-owned subsidiary of the Company, the “Purchaser”)
entered into the agreement relating to the sale and purchase
of the ordinary membership of the Chinese Gold & Silver
Exchange Society (“CGSE”). As the highest of the applicable
percentage ratios under Rule 14.07 of the Listing Rules in
respect of the acquisition exceeds 5% but is less than 25%,
the acquisition constitutes a discloseable transaction for
the Company subject to the reporting and announcement
requirements under Chapter 14 of the Listing Rules. Further
details are set out in the announcement of the Company
dated 9 May 2017.

On 6 September 2017, Royal China Bullion Investment
Limited (“RCBI”), an indirect wholly-owned subsidiary of the
Company, has completed the acquisition of the ordinary
membership of the CGSE. Further details are set out in the
announcement of the Company dated 6 September 2017.

CORPORATE GOVERNANCE REPORT

Details of the Corporate Governance Report are set out on
page 35.

SUFFICIENCY OF PUBLIC FLOAT

As at 10 February 2017, immediately following the close
of the Share Offer, 51,315,000 Shares, representing
approximately 10.26% of the issued Shares of the Company
as at the close of the Share Offer were held by the public
(within the meaning of the Listing Rules). Accordingly, the
minimum public float requirement of 25% as set out in Rule
8.08(1)(a) of the Listing Rules is not satisfied. Since 13
February 2017, dealings in the shares of the Company had
been suspended due to insufficient public float and trading in
the shares continued to be suspended until sufficient level of
public float had been restored.
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On 6 March 2017, State Energy HK Limited (“State Energy”)
and Huarong International Capital Limited (“Placing Agent”)
entered into an agreement, pursuant to which the State
Energy has agreed to appoint the Placing Agent as placing
agent to place, on a best effort basis, an aggregate of
783,685,000 Shares, representing 14.74% of the issued
Shares of Company to investors (“Placing”).

Immediately after the completion of the Placing on 28 April
2017 and 9 May 2017, a total of 125,000,000 Shares,
representing 25% of the issued Shares of the Company, were
held by the public (within the meaning of the Listing Rules). As
such public float of the Company had been restored to 25%
of the issued Shares of the Company in compliance with Rule
8.08(1)(a) of the Listing Rules.

AUDITORS
The consolidated financial statements for the Period have
been audited by HLB Hodgson Impey Cheng Limited, who will

retire and, being eligible, offer itself for re-appointment at the
forthcoming annual general meeting of the Company.

On behalf of the Board

DENG Kui
Chairman

Hong Kong, 23 March 2018
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EXECUTIVE DIRECTORS

Mr. DENG Kui, aged 38, has been appointed as an executive
Director, Chairman of the Board, chairman and member of
the nomination committee (the “Nomination Committee”)
of the Company and an authorized representative of the
Company with effect from 6 July 2017. Mr. DENG is primarily
responsible for formulating the Group’s overall strategic
planning and directions.

Mr. DENG has worked in aviation and finance related fields
for a number of years and has extensive experience in
banking and innovation finance, mergers and acquisitions,
and aviation-related investments. Mr. DENG had served as a
member of the senior management of CITIC Bank Shanghai
Branch. From May 2016 to June 2017, Mr. DENG was the
General Manager of Shanghai Huaxin Group (Hong Kong)
Limited.

Mr. DENG is a general committee member of the Fourteenth
Term of Office of the Hong Kong Chinese Enterprises
Association, a member of the 11th Shanghai Youth
Federation, a vice chairman of Hong Kong Hubei Fraternity
and an executive council member of Hubei Chinese Overseas
Friendship Association. Mr. DENG obtained a Master’s degree
of engineering in Software Engineering from Northwestern
Polytechnical University.

Mr. LIU Yong Sheng, aged 48, has appointed as an
executive Director, Chief Executive Officer of the Company
with effect from 28 March 2017. Mr. LIU was Chairman of
the Board, chairman of the nomination committee and an
authorized representative of the Company from 28 March
2017 to 6 July 2017. Mr. LIU is primarily responsible for
managing overall business operations.

Mr. LIU has over 25 years of experience in the aviation
industry and has held managerial positions in a number of
aviation companies. Before joining the Company, Mr. LIU was
the vice-president of Joy Air Holdings Limited (A& =12 /%
BBR A F]), which is a member of Aviation Industry Corporation
of China (FEIMZETIEE£BE A, from January 2013 to
March 2017, being responsible for strategic planning, capital
operation and aviation business operation.

Mr. LIU received a Bachelor’'s Degree in Engineering from Civil
Aviation College of China (B A ZE 26t) (currently known
as Civil Aviation University of China (FFEIRMAE)) in 1992
majoring in thermal power machinery and equipment and a
Master of Science Degree in systems science from University
of Ottawa in 20083.
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Mr. ZHOU Hucheng, aged 38, has been appointed as an
executive Director with effect from 28 March 2017. Mr. ZHOU
is primarily responsible for public relations and general
administration.

Mr. ZHOU has over 12 years of experience in the media
industry and has held a managerial position at a leading
newspaper group in the People’s Republic of China. Before
joining the Company, Mr. ZHOU was the press spokesman of
LeEco (24131 R& %)) from December 2015 to March 2017,
being responsible for public relations.

Mr. ZHOU received a Bachelor’'s Degree from Huazhong
University of Science and Technology (ZERF A E) in 2004
majoring in journalism and a Master of Public Administration
from Nanyang Technological University in 2014. Mr. ZHOU
was appointed as a visiting professor of Seoul Media Institute
of Technology from March 2017 to February 2018.

Mr. LEONG Hing Loong Rudoff, aged 50, was appointed
as a Director on 19 January 2015, and was re-designated
as an executive Director on 24 April 2015. Mr. LEONG is
primarily responsible for managing business operation and
client relationship in the business of design, fit out and
decoration. Mr. LEONG is the spouse of Ms. CHEW Christina
Mooi Chong, an executive Director of the Company.

Mr. LEONG has over 28 years of experience in architectural
design, and interior design and fit out with most of such
experience gained in Hong Kong. Prior to the establishment
of the Group, Mr. LEONG had developed his career in
architectural practices in both Australia and Hong Kong.
Mr. LEONG has worked for our Group for over 20 years since
the commencement of business of LCL Architects Limited in
1996.

Mr. LEONG obtained a Bachelor’'s Degree in Architecture
from the University of Western Australia in Australia in
December 1989. He has been a member of The Hong Kong
Institute of Architects and an Overseas Member Level 1 of
the Royal Australian Institute of Architects (formerly known as
the Australian Institute of Architects) since April 1992. He has
been a registered architect in Hong Kong since 1992. He was
also a Chartered International Member of the Royal Institute
of British Architects from 1992 to 2012. He is also currently a
Hong Kong authorised person (architect).
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Ms. CHEW Christina Mooi Chong, aged 51, was appointed
as a Director on 24 April 2015, and was re-designated as an
executive Director on 24 April 2015. Ms. CHEW is primarily
responsible for overseeing the daily operation of our Group’s
business of design, fit out and decoration (“DFD”), including
generating and guiding design concepts, and supervising the
sales department of our Group’s DFD business. Ms. CHEW
is the spouse of Mr. LEONG Hing Loong Rudoff, an executive
Director of the Company.

Ms. CHEW has over 28 years of experience in architectural
design, and interior design and fit out with most of such
experience gained in Hong Kong. Prior to the establishment
of the Group, Ms. CHEW had developed her career in
architectural practices in Australia and Hong Kong. Ms. CHEW
has worked for our Group for over 20 years since the
commencement of business of LCL Architects Limited in 1996.

Ms. CHEW obtained a Bachelor’s Degree in Applied Science
(Architecture) and a Bachelor’s Degree in Architecture in
February 1988 and February 1990 respectively from Curtin
University of Technology (Western Australia). She has been a
member of The Hong Kong Institute of Architects since June
1994. She has also been an Overseas Member Level 1 of
the Royal Australian Institute of Architects (formerly known
as the Australian Institute of Architects) since April 1994,
a Chartered International Member of the Royal Institute of
British Architects since March 1995, a registered architect
in Hong Kong and an authorised person (architect) in Hong
Kong since January 1995.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. LIU Gang, aged 56, has been appointed as an
independent non-executive Director with effect from
10 February 2017. Mr. LIU is also the chairman of the
remuneration committee (the “Remuneration Committee”) and
a member of the audit committee (the “Audit Committee”) of
the Company.

Mr. LIU has over 20 years of experience in the aviation
industry. From 1995 to 2016, Mr. LIU held various managerial
positions at different branches and offices of China Eastern
Airlines Corporation Limited (f B & 5 fiiZE A &), including the
positions as the general manager of the Jiangsu branch from
2011 to 2016 and of the Wuhan branch from 2009 to 2011.

Mr. LIU was accredited as a senior economist in China
in October 2013. Mr. LIU received a degree of Executive
Master of Business Administration from Fudan University (18
BRE) in June 2011. Mr. LIU was also a member of the
Chinese People’s Political Consultative Conference Jiangsu
Committee* (FEIARBUAHI B @ HIHE LT E D).
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Mr. YU Haizong, aged 53, has been appointed as an
independent non-executive Director with effect from 10
February 2017. Mr. YU is also the chairman of the Audit
Committee and a member of the Remuneration Committee
and the Nomination Committee.

Mr. YU is a chartered public accountant (non-practicing) in
the PRC, and a member of the Chartered Public Accountant
Further Education Committee of Sichuan Association of
Chartered Public Accountants (PUJI1& st & 510152 CPAR
EHBERES), and a professor and doctoral supervisor of the
Accounting Faculty of Southwestern University of Finance and
Economics (FAEIET 48K &) in Chengdu, Sichuan, and is also
the head of its Auditing Department. Mr. YU was previously a
chartered public accountant at different accountancy firms in
the PRC from 1994 to 2000.

Mr. Yu is or was an independent non-executive director of the
following companies:
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Period of
Company name Place of listing Stock code directorship
ACIEE Lt B 5 X5k E=aEH
China Vanadium Titano-Magnetite Stock Exchange 00893 September 2009
Mining Company Limited to date
B REEIE R AR A A B4t 32 B —ZTTNF
hRES
Sichuan Expressway Company Stock Exchange 00107 March 2013
Limited to date
P91 B A = 3R A B AR 1 B R A A B4t 32 B —F =%
ZRES
Shanghai Stock Exchange 601107
FBBLSZSA

Chengdu Tianxing Instruments Shenzhen Stock Exchange 000710 June 2012
(Group) Co., Limited* to June 2015
P EB R B SR AR B R A A RYNEHR 5 —E-—fF
NAE
—E—RERA
Sichuan Jiuzhou Electric Appliance Co., Shenzhen Stock Exchange 000801 May 2014
Limited* to date
LN E 2 AR 9 B BR A 7 RYNEHRZ S —T—mEF
ERES

@ For identification purpose * E 5

Mr. YU obtained a Master’s Degree in economics (accounting)
in December 1992 and a Doctoral Degree in management
(accounting) in March 2002, both from Southwestern
University of Finance and Economics (P83 81 &8 K E2).
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Ms. AN Yiqing, aged 49, has been appointed as an
independent non-executive Director with effect from 10
February 2017. Ms. AN is also a member of the Audit
Committee, the Remuneration Committee and the Nomination
Committee.

Ms. AN has been a qualified lawyer in the PRC and has
over 20 years of experience in the legal industry in the PRC.
Ms. AN has worked in different law firms in the PRC since
December 1996 and has been a partner at Shanghai A&Z Law
Firm (/8 2EZRIERFT) since March 2004,

Ms. AN obtained a Bachelor’'s Degree in foreign language
from Takushoku University in Japan in March 1993 and a
Doctoral Degree in business administration from the University
of Nice Sophia Antipolis in France in December 2015.
Ms. AN is also a member of the Chinese People’s Political
Consultative Conference Shanghai Committee* (F B A REBUA
BEgELLETEES).

SENIOR MANAGEMENT

Mr. ZHU Ben Yu, aged 45, was appointed as Chief Financial
Officer, Company Secretary and authorised representative
of the Company on 27 February 2017. Mr. ZHU is primarily
responsible for overseeing the overall financial management of
our Group and company secretarial matters.

Mr. ZHU obtained a Bachelor’'s Degree of Business
Administration and Executive Master of Business
Administration from The Chinese University of Hong Kong.
Mr. ZHU is a fellow member of the Association of Chartered
Certified Accountants, a member of Hong Kong Institute of
Certified Public Accountants and a Chartered Accountant of
Chartered Accountants Australia and New Zealand. Mr. ZHU
has over 20 years of experience in financial management,
corporate finance and auditing. Mr. ZHU was chief financial
officers, financial controllers and company secretary of several
companies listed on the main board of the Stock Exchange.
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CODE ON CORPORATE GOVERNANCE
PRACTICES

The Company is committed to maintaining high standard
of corporate governance to safeguard the interests of the
shareholders of the Company and to enhance corporate
value and responsibility. The Board comprises five executive
Directors and three independent non-executive Directors.
The Board has adopted the code provisions of the Corporate
Governance Code (“CG Code”) set out in Appendix 14 to the
Listing Rules. During the Period and up to the date of this
report, the Company has complied with the code provisions
under the CG Code, with the deviation that during the period
from 28 March 2017 to 5 July 2017, the roles of the chairman
of the Board (the “Chairman”) and the chief executive officer
of the Company (the “CEQ”) have not been segregated as
required by code provision A.2.1 of the CG Code, and that
certain independent non-executive Directors failed to attend
certain general meetings of the Company held during the
Period, for details of which are disclosed in section headed
“Board Committees” below.

With effect from 6 July 2017, Mr. LIU Yong Sheng has
ceased to be, and Mr. DENG Kui has been appointed as,
the Chairman. Mr. LIU Yong Sheng remains as an executive
Director and CEO. The code of provision A.2.1 of the CG
Code is therefore complied with.

During the Period, certain independent non-executive
Directors failed to attend certain general meetings of the
Company due to personal commitment. The Company
confirmed that due notice of these meetings had been given
to the Directors and that the Directors had been furnished
with agendas and minutes of these meetings in order to
be keep informed of the views of the shareholders of the
Company.

The Company periodically reviews its corporate governance
practices to ensure that it continues to meet the requirements
under the Code Provisions.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY THE DIRECTORS

The Directors have adopted the Model Code as set out in
Appendix 10 to the Listing Rules as the code of conduct for
Directors in dealing in the Company’s securities. Specific
enquiries have been made to all Directors and all Directors
have confirmed that they have fully complied with the required
standard of dealings as set out in the Model Code during the
Period.
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BOARD OF DIRECTORS

The Board is committed to providing effective and responsible
leadership for the Company. The Directors, individually and
collectively, must act in good faith in the best interests of the
Company and its shareholders. The Board has established
three board committees, being the Audit Committee, the
Remuneration Committee and the Nomination Committee
(each a “Board Committee” and collectively the “Board
Committees”), to oversee different areas of the Company’s
affairs.

The Board currently comprises five executive Directors,
namely Mr. DENG Kui, Mr. LIU Yong Sheng, Mr. ZHOU
Hucheng, Mr. LEONG Hing Loong Rudoff and Ms. CHEW
Christina Mooi Chong and three independent non-executive
Directors, namely, Mr. LIU Gang, Mr. YU Haizong and Ms. AN
Yiging. The posts of Chairman and Chief Executive Officer
of the Company are separately held by Mr. DENG Kui and
Mr. LIU Yong Sheng, respectively, to maintain an segregation
of duties between the Chairman’s responsibility to manage
the Board and the Chief Executive Officer’s responsibility to
manage the Group’s business and oversee the management.

Their biographical details and (where applicable) their family
relationships are set out in the section headed “Profile of
Directors and Senior Management” on pages 30 to 34 in this
annual report. A list of the Directors identifying their roles
and functions is available on the Stock Exchange’s and the
Company’s websites.

The Board sets the Group’s overall objectives and
strategies, monitors and evaluates its operating and financial
performance and reviews the corporate governance standard
of the Group. It also decides on matters such as annual and
interim results, major transactions, director appointments or
re-appointments, investment policy, dividend and accounting
policies. The Board has delegated the authority and
responsibility for implementing its business strategies and
managing the daily operations of the Group’s businesses to
the executive Directors and members of senior management.
The functions and power that are so delegated are reviewed
periodically to ensure that they remain appropriate.

All Directors are required to declare to the Board upon their
first appointment, the directorships or other positions they
are concurrently holding at other companies or organisations.
These interests are updated on an annual basis and when
necessary.
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CORPORATE GOVERNANCE FUNCTION

The Company’s corporate governance function is carried out
by the Board pursuant to provision D.3.1 of the CG Code,
which include (a) to develop and review the Company’s
policies and practices on corporate governance and make
recommendations to the board; (b) to review and monitor
the training and continuous professional development of
the Directors and senior management of the Group; (c) to
review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements; (d)
to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees of the
Group and the Directors; and (e) to review the Company’s
compliance with the CG Code and relevant disclosure in
the corporate governance report of the annual report of the
Company.

BOARD PROCEEDINGS

Regular board meetings are held at quarterly intervals with
additional meetings convened as and when necessary
to discuss the overall strategic directions, the Group’s
operations, financial performance, and to approve interim
and annual results and other significant matters. For regular
meetings, Board members are given at least 14 days prior
notice and agenda with supporting papers are sent to
Directors not less than 3 days before the relevant meeting is
held. Directors may propose to the Chairman or the Company
Secretary to include matters in the agenda for regular board
meetings.

Directors are requested to declare their direct or indirect
interests, if any, in any proposals or transactions to be
considered by the Board at board meetings and abstain from
voting on the related board resolutions as appropriate.

Minutes of meetings of the Board and Board Committees
are kept by the Company Secretary in sufficient details of
the matters considered and decisions reached, including
dissenting views expressed, and are open for inspection on
reasonable notice by any Director. Draft and final versions
of minutes are sent to all Directors for their comments and
records respectively within a reasonable time after the board
meeting is held.

All Directors have access to the advice and services of
the Company Secretary with a view to ensuring the Board
procedures are followed.
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BOARD MEETINGS

The Board held 13 Board meetings during the Period. The
attendance of each Director at the Board meetings is set out
in the paragraph headed “Board Committees” below. During
the Period under review, the Board reviewed the disclosures
in the Corporate Governance Report to ensure compliance.

DIRECTORS’ AND OFFICERS’ INSURANCE

Appropriate insurance coverage has been arranged in respect
of indemnification against costs, charges, losses, expenses
and liabilities that may be incurred by the Directors and
officers of the Company in the execution and discharge of
their duties.

DIRECTORS’ CONTINUOUS TRAINING AND
PROFESSIONAL DEVELOPMENT

All Directors are aware of their responsibilities to the
Shareholders and have exercised their duties with care,
skill and diligence, in pursuit of the development of the
Group. They have to participate in continuous professional
development through internal or external training organised by
the Company. During the Period, the Company organised a
training session relating to connected transactions under the
Listing Rules to each of the Directors. All directors attended
the training and complied with the requirement of the CG
Code on continuous professional development during the
Period.

Every newly appointed Director will receive an induction to
ensure that he has a proper understanding of the business
and operations of the Group and that he is fully aware of his
duties and responsibilities as a director under applicable rules
and requirements.

INDEPENDENCE OF INDEPENDENT
NON-EXECUTIVE DIRECTORS

The role of the independent non-executive Directors is to
provide independent and objective opinions to the Board,
giving adequate control and balances for the Group to protect
the overall interests of the Shareholders and the Group. They
serve actively on the Board and its committees to provide
their independent and objective views.
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In compliance with rules 3.10(1) and 3.10A of the Listing
Rules, the Company has appointed three independent
non-executive Directors, representing more than one-third of
the Board. One of the independent non-executive Directors
namely, Mr. YU Haizong, has the appropriate professional
qualifications, or accounting or related financial management
expertise as required by rule 3.10(2) of the Listing Rules.

The Company has received from each of the independent
non-executive Directors a written confirmation of his
independence and has satisfied itself of such independence in
accordance with the independent guidelines as set out in rule
3.13 of the Listing Rules.

BOARD COMMITTEES

The Board is supported by three committees, namely
the Audit Committee, the Nomination Committee and the
Remuneration Committee. Each Board Committee has its
defined and written terms of reference approved by the
Board covering its duties, powers and functions. Their terms
of reference are available on the respective websites of the
Stock Exchange and the Company.

All Board Committees are provided with sufficient resources
to discharge their duties, including access to management or
professional advice if considered necessary.

(i) Audit committee

As at 31 December 2017 and the date of this report,
the Audit Committee comprised three independent
non-executive Directors, namely Mr. YU Haizong,
Mr. LIU Gang and Ms. AN Yiging. Mr. YU Haizong,
who has appropriate professional qualifications and
experience in accounting matters, was appointed as the
chairman of the Audit Committee.

The principal duties of the Audit Committee are to
assist the Board in reviewing and supervising the
financial reporting and internal control system. The Audit
Committee also provides an important link between the
Board and the Company’s external auditors in matters
within the scope of the financial audit of the Group.
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There were 4 meetings of the Audit Committee held
during the Period. The attendance of each member at
the Audit Committee meetings is set out on page 41.
During the Period under review, the members of the
Audit Committee reviewed the accounting principles
and practices adopted by the Group, reviewed the
consolidated financial statements of the Group for the
six months ended 31 March 2017, the nine months
ended 30 June 2017 and for the Period and discussed
the internal controls together with the management.

Remuneration committee

As at 31 December 2017 and the date of this report,
the Remuneration Committee comprised three
independent non-executive Directors, namely Mr. LIU
Gang, Mr. YU Haizong and Ms. AN Yiging. Mr. LIU Gang
is the chairman of the Remuneration Committee. The
Remuneration Committee makes recommendations to
the Board on, among other matters, our Company’s
policy and structure for the remuneration of all Directors
and senior managements, and the remuneration
packages for all executive Directors and senior
management.

There was 7 meeting of the Remuneration Committee
held during the Period. The attendance of each member
at the Remuneration Committee meeting is set out on
page 41. During the Period under review, the members
of the Remuneration Committee reviewed the existing
remuneration policy and package of all existing Directors
and senior management.

Particulars regarding Directors’ remuneration and the
five highest paid employees as required to be disclosed
pursuant to Appendix 16 to the Listing Rules are set out
in note 10 to the consolidated financial statements.

(ii)
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Nomination committee

As at 31 December 2017 and date of this report, the
Nomination Committee comprised two independent
non-executive Directors and one executive Director,
namely Mr. YU Haizong, Ms. AN Yiqging and
Mr. DENG Kui. Mr. DENG Kui is the Chairman of the
Nomination Committee. The Nomination Committee
has the responsibility to review the structure, size
and composition (including the skills, knowledge and
experience) of the Board at least annually and to identify
individuals suitably qualified to become members of the
Board in accordance with the board diversity policy.
It is also responsible for assessing the independence
of independent non-executive directors and making
recommendations to the Board on relevant matters
relating to the appointment or re-appointment of
directors and succession planning for directors.

There was 3 meeting of the Nomination Committee held
during the Period. The attendance of each member at
the Nomination Committee meeting is set out below.
During the Period under review, the members of the
Nomination Committee reviewed the structure, size and
composition of the Board and reviewed the objectives
set for implementing the board diversity policy.

The individual attendance records of each Director at
the physical meetings of the Board, Audit Committee,
Remuneration Committee and Nomination Committee and
at the general meeting and extraordinary general meeting
of the Company during the Period are set out below:

Number of physical meetings attended/held during the Period

(i) RBEEES

RZE—+tF+ZRA=+—BRAHK
SEH RRAZECREMBBIUIF
HTEFE —BATES (BAIRAERE
£ RPEXLRBELE) - HER
ERIRERZESIR -REZESA
EAZVEBERIEER 2 BE 5
BRAK (BHEikEE M@ kER)
TREEFSKEZ LB RBH A
BEEERZIALMAES=ZE - AN
BENEBLFNTES 2RI
VHEEEZEXBERUREREE

AEERMZEAERNESSELE
RAHHE RRZESBRTINE

EOBEREBZREAZBEER LR
BREN T -REOEHE REEE
ERERNEETEIRE RERA
Ko YRHEREEENE S TIEK
RATREZBR

J%F'ﬁ EEFHRESZS EFX
g FHMEZEehRERZBEEE
S MSZZL‘ AIRRARE KRR RIX
g 2 BRI FE RS &S AT

N

REUMALR  BTCERBE
Extraodinary
Audit  Remuneration Nomination General General
Name of Directors Board Committee Committee Committee Meeting Meeting
EEnA Egg EHERE FMZRE REZRE BRXE  RENHXe
Mr. DENG Kui (Note) BEEE (M) 513 N/A &R NA TEE N/A TEE NA TEE N/A TEE
Mr. LIU Yong Sheng (Note) &Ik # 58 4 (Fif ) 913 N/A ER N/A 18R 113 N/A 18 N/A MR
Mr, ZHOU Hucheng (Note)  BIF35 £ (M) 9/13 NA TEE N/A TR N/A T N/A TEF N/A TR
Mr. LEONG Hing Loong PEBS & () 18/13 NA T B 117 113 1 11
Rudoff (Note)
Ms. CHEW Christina Mool g &+ 12/13 N/A TER N/A TEH NATEA 17 17
Chong
Mr. LIU Gang (Note) B8t () 8/13 3/4 57 N/A TER N/A TR 0
Mr. YU Haizong (Note) RETRE () 12113 3/4 6/7 23 NA TEE 111
Ms. AN Yiging (Note) ZWE LT (M) 10113 204 57 1/3 N/A T 11
Mr. YANG Yong (Note) E] H i) 313 NA TR NA TEE 13 NA TR 111
Mr. ZHAO Dianqing (Note) BB 52 (fiE) 313 N/A TR N/A TR N/A TR N/A TR 01
Mr. SHIH Steven Chun Ning R Z %4 (B &F) 113 N/A iR N/A T N/A TEE 11 N/A TEE
(Note)
Mr. TANG Haiton Ty (Note) & %825 (Hi) 113 14 i 113 o/ NA TR
Mr. LEE Frank King-ting (Note) 28R 7% (Mi3E) 113 1/4 117 13 11 N/A T
Mr. HO Hin Yip (Note) T L (W) 113 114 N/A TR N/A TR 11 N/A TR
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Note:

Mr. DENG Kui has been appointed as an executive Director, Chairman of the
Board, chairman and a member of the Nomination Committee on 6 July 2017.

Mr. LIU Yong Sheng has been appointed as an executive Director, Chairman of
the Board, chairman and a member of the Nomination Committee on 28 March
2017 and ceased to be Chairman of the Board, chairman and a member of
Nomination Committee on 6 July 2017.

Mr. ZHOU Hucheng has been appointed as an executive Director on 28 March
2017.

Mr. LEONG Hing Loong Rudoff resigned as Chairman of the Board, a member
of the Nomination Committee and the Remuneration Committee on 10 February
2017.

Mr. LIU Gang has been appointed as an independent non-executive Director
and chairman of the Remuneration Committee and a member of the Audit
Committee on 10 February 2017.

Mr. YU Haizong has been appointed as an independent non-executive Director,
chairman of the Audit Committee, a member of the Nomination Committee and
the Remuneration Committee on 10 February 2017.

Ms. AN Yiging was appointed as an independent non-executive director,
a member of the Audit Committee, the Nomination Committee and the
Remuneration on 10 February 2017.

Mr. YANG Yong was appointed as an executive Director, Chairman of the
Board, chairman of the Nomination Committee on 10 February 2017 and
resigned as an executive Director, Chairman of the Board, chairman of the
Nomination Committee on 28 March 2017.

Mr. ZHAO Dianging was appointed as an executive Director on 10 February
2017 and resigned as an executive Director on 28 March 2017.

Mr. SHIH Steven Chun Ning resigned as an executive Director on 10 February
2017.

Mr. TANG Hamilton Ty resigned as an independent non-executive Director,
chairman of the Remuneration Committee, a member of the Audit Committee
and the Nomination Committee on 10 February 2017.

Mr. LEE Frank King-ting resigned as an independent non-executive Director,
chairman of the Nomination Committee and a member of the Audit Committee
and the Remuneration Committee on 10 February 2017.

Mr. HO Hin Yip resigned as an independent non-executive Director and
chairman of the Audit Committee on 10 February 2017.

Pursuant to Code Provision A.6.7, the independent
non-executive directors and non-executive directors
should attend general meetings and develop a balanced
understanding of the views of Shareholders. At the annual
general meeting held on 26 January 2017, Mr. TANG
Hamilton Ty, an independent non-executive Director of the
Company, was unable to attend that meeting due to other
business engagement. At the extraordinary general meeting
of the Company held on 17 March 2017, Mr. LIU Gang, an
independent non-executive Director was unable to attend that
meeting due to other business engagement. Nevertheless,
the Board believes that the presence of other Directors
was able to allow the Board to understand the views of the
Shareholders and answer all questions raised by them at the
general meeting and extraordinary general meeting.

HaE -

BEAER_T—LEFLARNBEZERITES &
EEERE LA&%m%%EﬁI}*&EX,Eo

BKERER - Z—tFZA-_TN\BEZEIRIATE
2 BEQIR URREZEGEERKE  XER
—E—tLFELANABTBHEERE IR UREEZ

ARBEER-_Z—LF=A-+/\HEZERRTES -

REBFER—F— AtTEBEERS IR MU
RIRAEBEEK %&%&M SERME -

BMEER " E—tF _A+ABZERBYIINTE
= FHEESEIERBREZEGKE °

REREER - E—tF _A+REZERBLIFNT
B ERZEQIRE REZEGKERFMEZES
ZRELXLR T —+tF AT+ BEZERBILIFATT
B ERZEEKNE REZEGKERFHNZES
BEAER _ZE—tF _ATREZERATES

§$A£F&k%§§iﬁif TER=ZT—+&F=A
ZHNHBERTES EFERTIRRRERZEGIR -

BRELAER_ZE—+tF_A+ERZERHUTESY
ERZZ—tF=ZA=-+/\BEEHRTES -

MREAENR_T—F_ATHBERNTES -

FRBERAEN_T—LF_A+EBREBILFERTES
FINREGTRE FERREEXARRERZRENKE -

FHREER-_Z—tF_RTAREBLERTES
REZBEIR BRZEGRERFHEREEKER -

ATREEER_E—+tF-_A+EBREBILIHNTES
REZEZREER -

BETRAIEXEALTER BUENTES
REHTEEFREFERRAGUEHKRRER
BRAEMNTH RZZE—+tF—HA=Z+7<H
BITOBRRBFREG L ARRBILIERTT
ERERETEAEMERAEMAELLE
ZRg - R_E—tF=AT+tBBITHA
NRABRREFRNAREG £ NRRIBIENITE
%%‘Jiﬂf‘ﬁil Lfth 2 75 AR T AR BE H & K
G-BENN EFSHEEEMEEFNLE
BRAZEEES THRRENER TERERKR
Q%ﬂﬂxﬁ%ﬁuk‘;t@ ERERHFTARM -

B

42 Royal China International Holdings Limited 2R EIP =iz H R A 5]



CORPORATE GOVERNANCE REPORT

;LIL/\—/-\—\

1FE3x= /El#&l:u

APPOINTMENT AND RE-ELECTION OF
DIRECTORS

Each of the executive Directors of the Company has entered
into a service contract with the Company for an initial term
of three years commencing from the date of appointment
and will continue thereafter until terminated by not less than
three months’ notice in writing served by either party. Each
of the independent non-executive Directors has entered into
an appointment letter with the Company for an initial term of
three years commencing from the date of appointment. Each
of the Directors will be subject to retirement and re-election at
annual general meeting of the Company in accordance with
the Company’s articles of association.

In accordance with the Company’s articles of association,
a person may be appointed as a director either by the
Shareholders in general meeting or by the Board. Any
directors appointed by the Board as additional directors or to
fill casual vacancies shall hold office until the next following
general meeting, and are eligible for re-election by the
Shareholders. In addition, all directors are required to retire by
rotation at least once every three years at the annual general
meeting of the Company, and are eligible for re-election by
the Shareholders.

BOARD DIVERSITY POLICY

The Company recognises and embraces the benefits
of having a diverse Board to enhance the quality of its
performance and adopted a board diversity policy. The board
diversity policy sets out that the Company should endeavour
to ensure that its Board members have the appropriate
balance of skills, experience and diversity of perspectives that
are required to support the execution of its business strategy
and in order for the Board to be effective.

Selection of candidates will be based on a range of diversity
perspectives, including but not limited to gender, age,
educational background, professional experience, skKills,
knowledge and length of service. The ultimate decision will be
based on merit and contribution that the selected candidates
will bring to the Board.

COMPANY SECRETARY

Mr. ZHU Ben Yu has been appointed as company secretary of
the Company since February 2017. He fulfills the requirement
under rule 3.28 of the Listing Rules. He is responsible
for advisory the Board on corporate governance matters.
During the Period, he has taken over 15 hours of relevant
professional training.
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FINANCIAL REPORTING AND INTERNAL
CONTROL

Financial reporting

The Board acknowledges its responsibility to prepare the
Group’s consolidated financial statements which give a
true and fair view of the Group’s financial position, financial
performance and cash flows for the year and in accordance
with the Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants, and
the disclosure requirements of the Hong Kong Companies
Ordinance. The Group has selected appropriate accounting
policies and has applied them consistently based on prudent
and reasonable judgements and estimates. The Board
considers that the Group has adequate resources to continue
in business for the foreseeable future and not aware of any
material uncertainties relating to events or conditions that may
affect the business of the Group or cast doubts on its ability
to continue as going concern.

The responsibilities of the Company’s external auditors with
respect to financial reporting are set out in the section headed
“Independent Auditors’ Report” in this annual report.

Internal controls and risk management

The Board is of the opinion that sound internal control and
risk management systems will contribute the effectiveness
and efficiency of the operations of the Group and to the
safeguard of the Group’s assets as well as Shareholders’
investments.

The Company improves its business and operational activities
by identifying the areas of significant business risks via a
regular review and taking appropriate measures to control
and migrate these risks. The management of the Company
reviews all significant control policies and procedures and
highlights all significant matters to the Board and Audit
Committee annually.

The Board is responsible for overall ensuring, maintaining
and overseeing the internal control systems of the Group.
The Audit Committee helps the Board to discharge its
responsibilities of ensuring and maintaining sound internal
control functions by reviewing and monitoring the internal
control systems and processes annually so as to ensure that
they can provide reasonable assurance against material errors
of the Group. The Group has an internal audit function.

The Board has reviewed the effectiveness of the risk
management and internal control systems and considers the
risks management and internal control systems effective and
adequate.
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EXTERNAL AUDITORS

HLB Hodgson Impey Cheng Limited has been appointed
as the external auditors of the Company for the Period. The
Audit Committee was notified of the nature and the service
charges of non-audit services performed by HLB Hodgson
Impey Cheng Limited during the Period and considered
that such services did not have adverse effect on the
independence of the external auditors.

During the Period, the remuneration paid and payable to HLB
Hodgson Impey Cheng Limited is set out as below:

b B8 4% By Em

BEetmESMARAREERERSLR
AIAHIE 2 SN - BRE B @R A
REREMEHBB S ERMBRIF M
RUEFEFA R EERREE ]Iwi,%u%
AR A5 Y SN A BEM 2 W8 57 1 3 SR R

RAHE - EN RENTEESEEHH
BRARZHMEHSIWT

Fifteen months
ended

31 December
2017
BE_ZT—tF
+—-A=+—H
IE+h@EA
HK$’000

THET

=t R
BT IRTS

Audit services
Non-audit services

850
63

Total @t

913

There was no disagreement between the Board and the Audit
Committee on the selection and appointment of the external
auditors during the Period.

NON-COMPETITION UNDERTAKING

The former controlling shareholders of the Company
(Mr. LEONG Hing Loong Rudoff, Ms. CHEW Christina Mooi
Chong and Starcross Group Limited) entered into a deed
of non-competition in favour of the Company dated 13
August 2015 (“Deed of Non-competition”) as set out in the
paragraph headed “Relationship with Controlling Shareholders
— Deed of Non-competition” in the Company’s prospectus
dated 21 August 2015. The former controlling shareholders
confirmed their compliance of all the undertakings provided
under the Deed of Non-competition during the restricted
period. There are no matters which required to be
deliberated by the independent non-executive Directors in
relation to the compliance and enforcement of the Deed of
Non-competition and it is considered that the terms of the
Deed of Non-competition have been complied by the former
controlling shareholders restricted period. The restricted
period stated in the deed of non-competition has been lapsed
upon the disposal of shares of the Company owned by the
former controlling shareholders of the Company during the
Period.

RAHE EFeREZZESHMENNLE
REEINBZBEFERS

AR AKE

RABIATERKRR (RERFELEE  BAFHELX
+ K Starcross Group Limited) JAZRR & &%
¥/\§TIEEH7%:% AFENAT=B2ZH
BEZEBE(TEFEZE])  HRARRBH
7%_? AFNAZ+—BZRRERA
TRRRBBERE — THREEE] — B - AliE
R RER  FEERZRHBERNESTT
HERBRE A - BEMEETR
MIT AR R ELIBEEREHBALBIIERNITE
EWN THEFEBZERERBERZR
Hl BRI A AT IE AR AR R IB <F - B AR A BITIE
HXHX$E$HW3WEE?H§EE7K G S0
B ARFRERHIN 2XBEE AR
e

Annual Report 2017 £ 45



CORPORATE GOVERNANCE REPORT

;LIL/\—/-\—\

fI=E S /El#&l:u

INVESTOR RELATIONS

The Company believes that maintaining a high level of
transparency is a key to enhancing investor relations. It
is committed to a policy of open and timely disclosure of
corporate information to its Shareholders and investment
public.

The Company updates its Shareholders on its latest business
developments and financial performance through its annual
and interim reports. The corporate website of the Company
(www.royalchina.hk) has provided an effective communication
platform to the public and the Shareholders.

SHAREHOLDERS COMMUNICATION

The Company has adopted Shareholders communication
policy with objective to provide our Shareholders with
accurate, clear, comprehensive and timely information
about the Company so that they can exercise their rights
in an informed manner. The Company would review the
Shareholders communication policy on a regular basis.

The Company uses a range of communication tools to ensure
its Shareholders are kept well informed of key business
development. These include annual general meeting, annual
report, various notices, announcements and circulars. The
annual general meeting and other general meetings of the
Company are primary forum for communication between
the Company and its Shareholders. The members of the
Board, Board committees and the external auditors are
present to answer shareholders’ questions at the annual
general meeting of the Company. The Company shall provide
Shareholders with relevant information on the resolution(s)
proposed at a general meeting in a timely manner in
accordance with the Listing Rules. The information provided
shall be reasonably necessary to enable Shareholders to
make an informed decision on the proposed resolution(s). As
a channel to promote effective communication, the Group
maintains a website where information on the Company’s
announcements, financial information and other information
are posted. Shareholders and investors may write directly to
the Company at its principal place of business in Hong Kong
with any inquiries.
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PROCEDURES FOR SHAREHOLDERS TO
CONVENE AN EXTRAORDINARY GENERAL
MEETING

There are no provisions allowing shareholders to propose
new resolutions at the general meetings under Companies
Law of the Cayman lIslands. However, shareholders are
requested to follow Article 58 of the Articles of Association
of the Company, general meetings shall be convened on the
written requisition of any one or more members holding at the
date of deposit of the requisition not less than one-tenth of
the paid up capital of the Company carrying the right of voting
at general meetings of the Company shall at all times have
the right, by written requisition to the Board or the secretary
of the Company, to require an extraordinary general meeting
to be called by the Board for the transaction of any business
specified in such requisition; and such meeting shall be held
within two (2) months after the deposit of such requisition. If
within twenty-one (21) days of such deposit the Board fails
to proceed to convene such meeting, the requisitionist(s)
himself (themselves) may do so in the same manner, and all
reasonable expenses incurred by the requisitionist(s) as a
result of the failure of the Board shall be reimbursed to the
requisitionist(s) by the Company.

PROCEDURES FOR SHAREHOLDERS TO
PROPOSE A PERSON FOR ELECTION AS A
DIRECTOR

The provisions for a shareholder to propose a person for
election as a Director of the Company are laid down in Article
85 of the Company’s Articles of Association. No person
other than a Director retiring at the meeting shall, unless
recommended by the directors for election, be eligible for
election as a director at any general meeting unless a notice
signed by a member (other than the person to be proposed)
duly qualified to attend and vote at the meeting for which
such notice is given of his intention to propose such person
for election and also a notice signed by the person to be
proposed of his willingness to be elected shall have been
lodged at the head office or at the registration office provided
that the minimum length of the period, during which such
notice(s) are given, shall be at least seven (7) days and that
(if the notices are submitted after the despatch of the notice
of the general meeting appointed for such election) the
period for lodgment of such notice(s) shall commence on the
day after the despatch of the notice of the general meeting
appointed for such election and end no later than seven (7)
days prior to the date of such general meeting.

Detailed procedures for shareholders to propose a person
for election as a Director are available on the Company’s
website.
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PROCEDURES FOR SENDING ENQUIRIES TO
THE BOARD

Shareholders may send written enquiries to the Company, for
the attention of company secretary, by mail to Suite 2608-11,
26th Floor, Champion Tower, Three Garden Road, Central,
Hong Kong.

CONSTITUTIONAL DOCUMENTS

During the Period and up to the date of this annual report,
the Company has not made any change to its constitutional
documents. A consolidated version of the Company’s
constitutional documents is available on the Company’s
website and the website of the Stock Exchange.

INFORMATION DISCLOSURE

The Company discloses information in compliance with
the Listing Rules, and publishes periodic reports and
announcements to the public in accordance with the relevant
laws and regulations. The primary focus of the Company is to
ensure information disclosure is timely, fair, accurate, truthful
and complete, thereby enabling shareholders, investors as
well as the public to make rational and informed decisions.
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The Group is governed by the Board which is responsible
for the Group’s environmental, social and governance report
(the “ESG”) policies and reporting. The Board is accountable
for the sustainable business development in respect of
environmental and social responsibilities while balance the
financial performance. The Board is pleased to present
the ESG report to demonstrate its effort in sustainable
development.

The report delivers our commitment and practices of the
environmental, social and governance performance for the
15 months period ended 31 December 2017 (the “Report
Period”). The report covers our headquarter and design, fit
out and decoration business in Hong Kong. The report is
prepared in accordance with Appendix 27, “Environmental,
Social and Governance Reporting Guide” (the “ESG Reporting
Guide”) of the Rules Governing the Listing of Securities set
out by The Stock Exchange of Hong Kong Limited.

The Group has taken into consideration of stakeholders’
expectation to gain their support and trust to make decisions.
Stakeholders are identified and varies communication
channels are used to engage with them.

ENVIRONMENT

Environmental protection has played a major role in
sustainable development. The Group uphold the principle
of environmental responsibility and hope to strike a balance
between business development and environmental protection
to sustainable development. During the Reporting Period,
there is no offence in environmental legislation.

In our operation

High energy consumption is required in our design, fit out and
decoration business. Energy saving features equipment and
lighting are used. Lighting and appliances are switched off
before leaving the sites for energy saving and safety purpose.
Our creation considers from the material to end users.
Material is calculated carefully to reduce waste from the
source. Furniture are refurnished and storage is available to
keep the useful material for other projects. We tried to reuse
the material wherever possible. Night shift may be required in
some projects. Loud noise operation must not be schedule at
the night shift.
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In our office

Compared to the operation, the environmental impact are
small. However, we are not any loosen and try to become
environmental wherever possible. Below are examples we set
in our office to create green working environment:

o Use of natural lighting and energy-saving lighting system
in the office premise

° Decorate office with greenery to improve ventilation and
comfort

. Reuse of furniture during renovations

. Procure durable products and promote recycling

. Arrange suppliers for toner recycling

. Use of environmental-friendly and energy saving
equipments

o Maintain comfortable room temperature

o Require staff to switch off personal computer before
leaving office

o Encourage for electronic filing instead of printed copies

SOCIAL

Employment

Employees are our key to success. We are unable to
achieve today’s results without their effort. Their needs
and expectation are taken into consideration. The Group
operate in a transparent and open environment and has
established Human Resources Policy and Employees’
handbook with reference to the Hong Kong Employment
Ordinance to regulate employment, promotion, discipline,
working hours and benefits. Changes will be made when in
need. Fair recruitment and promotion policy are adopted.
Child labor is prohibited in the Group. We respect all equal
rights in the recruitment and promotion. Staff will not be
discriminated because of gender, age, disabilities, marital
status, pregnancy, family status, sexual orientation, race
and background. Employees’ performance, experiences
and business needs are the only consideration. There is
no discrimination case and have complied with all relevant
employment laws and regulations during the Reporting
Period.
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Health and Safety

Staff health and safety is always the Group priority under any
circumstances. We take on to our shoulder to provide a safe
working environment. Close communication with contractor
to ensure safe environment. Suitable personal protective
equipment is provided. Work procedures are considered
at the design stage to ensure sufficient working space and
resources at the project sites. All staff work at the project
site are required to attend the safety training and obtain the
Construction Industry Safety Training Certificate (Green Card).
All parties enter into the project sites must be registered
in case of emergency. In additional to the regulatory
requirement, accidental insurance is purchased for extra
protection. We are pleased that there is no serious incidence
happened during the Reporting Period.

Development and Training

In the fast changing environment in Hong Kong. Staff
need to be act on the fast responds changes. We rely on
our workforce to deliver quality service to our customer.
New employees are invited to the orientation programme
to further understand the Group vision and strategies.
To better align the business strategies and performance,
performance indicators are used to monitor personal and
business achievements. All staff are required to participate in
the annual performance assessment. It provides a two-way
platform for staff to discuss with their superior the needs and
expectation. Through appraisal to discovers high potential
talents and promotion ladder. Moreover, the Group keep
review the needs of human resources in accordance with
business development. Vacancies are filled up through
internal promotion or external recruitment.

We encourage staff to equip themselves for the new change
and challenge. Training plan is discussed with human
resources department and business units for existing staff
to develop in professional skills. The Group also provide
subsidies to external training course. Risk taking, uncertain
and changes is essential in business development. The Group
organize soft skills training to empower the leadership to
assist staff to be prepared for the change.

We believe the new generations are the future. With the newly
set up Management Trainee Scheme in 2017, fresh graduates
are welcomed to join our innovative and energetic team. With
structural training and coaching, hoping them to lead the
Group to a next bright future.
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Labour Standards

A lot of workers in Hong Kong suffer from long working hours.
We believe long working hours reduce productivity and results
in higher health cost. We understand the importance of
work-life balance. Employees are entitled to statutory holidays
and different types of paid leave including annual leave,
sick leave, maternity leave, paternity leave, compensation
leave, compassionate leave and injury leave. We neither
encourage nor force staff to work overtime. Workflow will be
reviewed when encounter huge amount of overtime work.
We understand remuneration package may not be enough
and therefore benefit scheme such as festival gifts, staff
parties and early leave for festival are offered. The Group also
sponsor annual travel and team building activities for staff
engagement.

OPERATING PRACTICES

Supply Chain Management

Our business would not be success without suppliers
and contractors support. The strong partnership with our
suppliers enable us to provide valuable service to our
customers. Financial is not the only consideration when select
suppliers. Service quality and on-time delivery are also take
into accounts. Suppliers’ evaluation is carried out regularly.
Contractors unable to meet the service quality will be
reviewed and may be disqualify from the approval contractor
list. We work closely with contractors on the environmental,
health and safety issues on sites. More details of the
environment, health and safety of sub-contractor, please refer
to environment, health and safety section.

Product Responsibility

The competition in interior design industry become more
keen. Our major customers are the well-established property
developers based in Hong Kong. The Group opt to provide
high quality project and value-added service to customers.
It is our responsibilities to ensure the design, fit out and
decorations fulfil government regulations. Tight time schedule
and unexpected situations are typical in our industry. Close
communication with customers, contractors and relevant
parties are essential.
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Below examples are given of how we ensure our product
quality in design, fit out and decoration:

Design

AT RHMERERERT - KEREKMH L
MEERNT

Design options are developed based on the client ideas and concept for their

selections. Discussions and adjustments are carried out with customers before

confirmation.
EREPEEE

Fit out and Decoration

RANTEREPHIEMM R ASERGTARTLE - ERAMNSHAEPELT

Accidental Insurance are purchased throughout the contract period. Work

schedule is clearly worked out with contractors to ensure project completion at

expected timeline.
A
RIE AR IR TEAX o

We receive market sensitive information from our client.
Documents and project drawings are kept confidential at all
time. Project information include client information, drawings
and photos must not be disclose to third parties or public
without client consent.

Anti-corruption

The Group is committed integrity in its business operation.
Any form of bribery, extortion, fraud and money laundering
can breakdown the brand image. There are zero tolerance on
corruption. Independent Non-executive Directors are engaged
to monitor the overall performance of the Group.

Staff must fully comply with the Code of Conduct at all time.
Internal control function is established to review the operation
flow and assure the operation consistence. The sum of the
projects are substantial. To avoid insider dealing between
staff and suppliers, tender policy regulates contractor
selections. The same set of drawings and requirements
are sent to suppliers for quotation. The selection process
is carried out by the Project Manager and approval by the
Director. There was no suspected case of bribery, extortion,
fraud and money laundering during the Reporting Period.

COMMUNITY
Community Investment

The Group believe it is mutual support on the community and
business, and there are many areas in the community that
needs our support. We develop the communities continuous
with existing strengths and resources. One of the ways to
support the communities is to give help to the charitable
expertise for community development. During the Reporting
Period, we have made donation to several charities in different
aspects in Hong Kong.
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Environment, Social and Governance Report
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HL

TO THE SHAREHOLDERS OF

ROYAL CHINA INTERNATIONAL HOLDINGS LIMITED
(FORMERLY KNOWN AS LC GROUP HOLDINGS LIMITED)
(Incorporated in Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of
Royal China International Holdings Limited (formerly known
as LC Group Holdings Limited) (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set
out on pages 63 to 150, which comprise the consolidated
statement of financial position as at 31 December 2017,
and the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash
flows for the fifteen months period from 1 October 2016 to
31 December 2017, 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 2017, and of its consolidated
financial performance and its consolidated cash flows
for the fifteen months period from 1 October 2016 to 31
December 2017 in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”) and have
been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

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

opinion on these matters.

Key audit matters

MBFRER

Recognition of construction contract revenue
and amounts due from and amounts due to
customers for contract work

Refer to Note 17 to the consolidated financial
statements and the accounting policies in Note 2 to
the consolidated financial statements.

We identified recognition of construction contract
revenue and amounts due from and amounts due
to customers for contract work as a key audit
matter due to significant judgments involved in the
management’s assessment process.

The contract revenue of design, fit out and decoration
service contracts amounting to approximately
HK$94,724,000 were recorded in the consolidated
statement of profit or loss and other comprehensive
income for the fifteen months ended 31 December
2017. As disclosed in Note 17 to the consolidated
financial statements, the carrying amounts of
amounts due from and amounts due to customers
for contract work amounting to approximately
HK$5,007,000 and HK$374,000 were recorded in the
consolidated statement of financial position as at 31
December 2017.
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How our audit addressed the key audit matters
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Our procedures in relation to the recognition of
construction contract revenue and amounts from
and amounts due to customers for contract work
included:

o Reviewing the project budgets prepared by
management and discussing with the project
managers of the Group to evaluate the
reasonableness of their estimated total contract
costs and assessing the status of completion of
the projects;

o Discussing with the Group’s project managers
for the status of the projects and identifying any
variations, claims and provision on lossmaking
contracts;
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KEY AUDIT MATTERS (Continued)

Key audit matters

FREZER

The recognition of design, fit out and decoration
service contracts revenue is based on the stage of
completion of contracts, provided that the stage of
contract completion of contracts and the contract
costs of the contracting work can be measured
reliably. Stage of completion is established by
reference to the proportion that contract costs
incurred for work performed to date bear to the
estimated total contract cost.

Recognition of contract revenue and cost of
construction contracts involved the management’s
estimates and judgements, the actual outcome of the
contract in terms of its total revenue and costs may
be higher or lower than the estimates and this will
affect the revenue and profit recognised.
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How our audit addressed the key audit matters
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o Checking the architect’s certificates and latest
progress report of work performed to evaluate
the value of work already performed.

o Recalculating the stage of completion based
on actual contract costs incurred for work
performed to date and estimated total contract
costs; and

o Inspecting signed contracts to identify the total
contract amount and terms.

We consider the management conclusion to be
consistent with the available information.
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KEY AUDIT MATTERS (Continued)

Key audit matters

REFRER
Impairment assessment of trade receivables

Refer to Note 16 to the consolidated financial
statements

As at 31 December 2017, the Group had trade
receivables of HK$28,602,000. During the fifteen
months ended 31 December 2017, the Group
has provided impairment loss recognised on
trade receivables for HK$1,091,000. Management
judgement is required in assessing and determining
the recoverability of trade receivables and adequacy
of allowance made. The judgement mainly includes
estimating and evaluating expected future receipts
from customers based on past payment trend,
age of the balances, knowledge of the customers’
businesses and financial condition.
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How our audit addressed the key audit matters
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Our procedures in relation to management’s
impairment assessment on trade receivables
included:

. Discussing the Group’s procedures on credit
limits and credit periods given to customers
with the management;

o Evaluating the management’s impairment
assessment of trade receivables;

. Assessing, validating and discussing with the
management and evaluating their assessment
on the recoverability of the outstanding debts
and the adequacy of allowance made based on
the trade receivables aging analysis, collections
subsequent to the end of the reporting period,
past collection history and trend analysis and
knowledge of the businesses, with focus on
long outstanding debts and debts which are
past due but not impaired; and

. Checking on a sample basis, the accuracy
and relevance of information included in the
impairment assessment of trade receivables.

We consider the management conclusion to be
consistent with the available information.
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INDEPENDENT AUDITORS’ REPORT

B AZBEN RS

OTHER INFORMATION

The directors are responsible for the other information. The
other information comprises the information included in the
annual report, but does not include the consolidated financial
statements and our auditors’ report thereon (“the Other
Information”).

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
AND THE AUDIT COMMITTEE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The Audit Committee is responsible for overseeing the
Group’s financial reporting process.
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INDEPENDENT AUDITORS’ REPORT

BN ZHEN RS

AUDITORS’ RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Qur 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 auditors’ report that includes our
opinion. We report our opinion solely to you, as a body,
and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the
contents of this report. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted
in accordance with HKSAs will always detect a material
misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis
of these consolidated financial statements.

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

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

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

° Evaluate the appropriateness of accounting policies
used and the reasonableness of accounting estimates
and related disclosures made by the directors.
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INDEPENDENT AUDITORS’ REPORT

B AZBEN RS

AUDITORS’ RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

o Conclude on the appropriateness of the directors’ use
of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that
may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that
a material uncertainty exists, we are required to
draw attention in our auditors’ 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 auditors’ report.
However, future events or conditions may cause the
Group to cease to continue as a going concern.

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

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

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

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

BN ZHEN RS

AUDITORS’ 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 auditors’ 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 director on the audit resulting in this
independent auditors’ report is Ng Ka Wah.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Ng Ka Wah
Practicing Certificate Number: P06417

Hong Kong, 23 March 2018
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

I:I\/

e EmME

For the flfteen months ended 31 December 2017

L b 2 [ W

17%

RE-F-—tF+-A=t-ALTHEMEA
Fifteen
months ended Year ended
31 December 30 September
2017 2016
BE HE
—®—tF —E—RF
+=-A=+—H HLA=+H
I+AEA IEFE
Notes HK$’000 HK$’000
B 5T FHET FHT
Revenue I & 6 157,397 116,021
Cost of sales 5 5 B AR (106,258) (68,376)
Gross profit EF 51,139 47,645
Other revenue and other gains H fth Yo 25 K2 E fth & F 7 1,523 1,779
Other operating expenses HE&Emmy (1,954) (1,049)
Administrative expenses THAX (56,998) (20,096)
(Loss)/profit before taxation BB (ER) A 8 (6,290) 28,279
Taxation 1A 9 (2,982) (4,098)
(Loss)/profit for the period/year B EW(E8E) &R (9,272) 24,181
Other comprehensive income for HEREMRERE
the period/year, net of income tax: HIKFRFR® :
Items that may be reclassified AJBERAREEF 7 FEE
subsequently to profit or loss: B ZIEH -
Exchange differences on translating MEINE] TS B S R
of financial statements of foreign ZMEH Z5E
operations 1 =
Other comprehensive income B SRRt EKEE
for the period/year 1 =
Total comprehensive (loss)/income i E£RZ2@E (HG\),
for the period/year Wi (9,271) 24,181
(Loss)/profit for the period/year B £R(ER) &7
attributable to: FE(L {7 ER -
Owners of the Company RRBER A (10,193) 24,181
Non-controlling interests eI = 921 =
(9,272) 24,181
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
#r e 18 A ELAD 2 U R

For the fifteen months ended 31 December 2017
BHE-_T—+tF+-_A=+—HIE+AMEA

Fifteen
months ended Year ended
31 December 30 September
2017 2016
BE HE
—E—t%F —E—RF
+=B=+—H AA=1+H
Lt+AHEA IEFE
Notes HK$’000 HK$’000
B 5T THT FAET
Total comprehensive (loss)/income #l "S£A2E (5E),~
for the period/year attributable to: UrZS#ESEFE(L IR HR :
Owners of the Company iN/NEIE TSN (10,192) 24,181
Non-controlling interests IR 921 =
(9,271) 24,181
(Loss)/earnings per share: g (EB8) BF :
Basic and diluted (HK cents) R #E (B Al) 13 (2.04) 4.84

The accompanying notes form an integral part of these BaEMIMisEKZELGAMERE 2 HKIH ©
consolidated financial statements.

64 Royal China International Holdings Limited 2 EIPE =R HR A F]



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

ARe WAL

As at 31 December 2017
R=—ZZT—+&+=-A=+—8

31 December

30 September

2017 2016
BR-E—t% R-ZZE—RF
+=A=+—H hA=+H
Notes HK$’000 HK$’'000
B FET FHIT
Non-current assets ERENEE
Property, plant and equipment %% 5 K %A 14 5,895 3,878
Trading licence R ER 15 10,000 -
15,895 3,878
Current assets MENEE
Trade receivables =) e 16 28,602 10,276
Amounts due from customers for Fgﬂﬂlﬁﬁé\?ﬁlﬁﬁ'&
contract work 17 5,007 919
Deposits, prepayments and other e BNRIER
receivables H fth FE U RIE 18 16,344 3,765
Income tax recoverable Al Y Bl FTiS AR 1,215 =
Cash and bank balances e RIBITE 19 134,524 154,235
185,692 169,195
Current liabilities iﬁlﬂﬁﬁ
Trade payables H 5 IE 20 22,774 6,629
Amounts due to customers for Fﬁ%}f/\i’JI?D K
contract work 17 374 726
Accrued expenses and other payables  FEETFI St f2 H th fE 1~
B 21 26,197 1,448
Income tax payable FERTPRIS B - 7,657
49,345 16,460
Net current assets mEEESRE 136,347 152,735
Total assets less current liabilities #EERTE&RE 152,242 156,613
Net assets HERE 152,242 156,613
Capital and reserves BE R
Share capital A& A 22 5,000 5,000
Reserves (] 142,151 151,613
Equity attributable to owners of the RAGHEE AERRER
Company 147,151 156,613
Non-controlling interests FEERR A A 5,091 —
Total equity s 152,242 156,613
The accompanying notes form an integral part of these FEMIMIIRBKAS SRR ZBKIESH -

consolidated financial statements.

Approved and authorised for issue by the board of directors

on 23 March 2018.

On behalf of the board

DENG Kui
B=E
Director

EF

R-ZE—NE=A-+=BEEeH R

BT -

RREFS

LEONG Hing Loong Rudoff

REpE

Director

EF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

,_\_|/\ —H— N7 2\:’%
IR i s B B R
For the flfteen months ended 31 December 2017
HE-_Z—+F&+-A=+—BILTAHMEA
Attributable to owners of the Company
ELERAARL
Non-
Share Share  Retained Exchange Other controlling
capital premium earnings  reserve  reserve Sub-total interests Total
k% ROER GEERY ERRE RURE Mt FRRES #it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000  HK$'000
Téx TEx TEx TEx FER FER FERT & FER
(Note 22) (Note)
(F£E22) (M)
As at 1 October 2015 RZE-1&+H-H 5000 109,834 14,828 - 2,770 132,432 - 13243
Profit and total comprehensive FREHR2ANGER
income for the year - - 24,181 - - 24,181 - 24,181
As at 30 September 2016 RZE-~ENAZ1A
and 1 October 2016 R=Z2-7%+A-H 5000 109,83 39,009 - 20 156613 - 156613
(Loss)/profit for the period An(B8) /&7 - - (10,193 S - (10,199) 91 (9212
Other comprehensive income for ~ EIR AL 2B -
the period, net of income tax: NRAEH
Exchange differences on translation ~ #E 4B £ 7B B 8%
of financial statements of LERER
foreign operation - - - 1 - 1 = 1
Total comprehensive Bn2E(BE)/ hEEE
(loss)/profit for the period - - (10,193 1 - (10,192 921 (9,271)
Change in ownership interests i~ JEERER 2 BAEEREY
non-controling interests - - - - 730 730 4170 4,900
As at 31 December 2017 RZS-tF+ZA=+-H 5000 109,834 28816 1 3500 147,151 5001 152,242
Note: Bt 5
Other reserve H fth %
Other reserve represented (i) the difference between the Group’s share of HthEEEO)ASEDHAMKRBHBRARMERAN®E

nominal values of the paid-up capital of the subsidiaries acquired over the

EBHASRERASBARTNERTERERSMAERR

Group’s cost of acquisition of the subsidiaries under common control upon the
completion of the Group’s corporate re-organisation in the preparation of the
Company’s listing on the Main Board of The Stock Exchange of Hong Kong
Limited; (ii) the changes in the Group’s ownership interests in its subsidiaries
that do not result in the loss of control; and (iii) On 12 July 2017, Smart Empire
Global Limited (“Smart Empire”), an indirect wholly-owned subsidiary of the
Company, BAA Jet Management Limited (the “BAA”) and Himalaya Business
Aviation Limited (“HBA”), an indirect wholly-owned subsidiary of the Company,
entered into a subscription agreement, pursuant to which Smart Empire and
BAA shall subscribe for, and HBA shall allot and issue, 5,099,999 shares
and 4,900,000 shares, respectively, at the aggregate subscription price of
HK$5,099,999 and HK$4,900,000, respectively. Upon completion of the share
subscription, the Group’s equity interests in HBA were reduced from 100%
to 51%, resulting in an increase in non-controlling interests of approximately
HK$4,170,000 and an increase in other reserve of approximately HK$730,000.

The accompanying notes form an integral part of these
consolidated financial statements.
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—+tFtA+=A TERMBERAR(ERERR] A
RARZEEZENBLR)  THABEERIR (H
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AARIZEEE2EMNBAR) FTLRERZ Kt - TE
IRER K 25 B 7B 9 Bl bA5,099,9995% 7T K 4,900,000 7T 2
BREERE  MEMABEEAGD BIM S B IRBK R 0
fic 3% 2 2% 175,099,999/% 2 4,900,000% B 17 ° R A% 10 2 88
HIHEFEKE - AEERE M QA IR AN 25 B 100%%
251% + B 4 FEIE AR A 23 38 N 494,170,000 7T K H fib %
%1% 1 49730,00058 7T °
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CONSOLIDATED STATEMENT OF CASH FLOWS

=~

,\\/T\/\E/Eui//lb

For the fifteen months ended 31 December 2017

BHE-_T—+tF+-A=+—HIE+AEA
Fifteen
months ended Year ended
31 December 30 September
2017 2016
BE HE
—E—t%F ZT—RF
+=-A=+—H hA=+H
It+AHEA IEFE
Notes HK$’°000 HK$’000
B 5T TET T
Cash flows from operating BEITDEEZRERE
activities
(Loss)/profit before taxation BB (BE) % (6,290) 28,279
Adjustments for: BLLATIEE fE A%
Impairment loss recognised on ESREKFIE
trade receivables BRI EEE 8 1,091 162
Bank interest income BITH B U A 7 (623) (833)
Depreciation of property, plant YE - BEMREBITE
and equipment 8, 14 2,619 1,291
Loss on disposal of property, HEME  BEMREZ
plant and equipment &8 8 168 =
Operating cash flows before EERREPNZ
movements in working capital BERQRE (3,035) 28,899
(Increase)/decrease in trade Z 5 fE W I8
receivables (&) m D (19,417) 18,961
Increase in deposits, prepayments %4 - B RIE R H A pE
and other receivables U R IE 80 (12,579) (1,586)
Increase in amounts due from BUWEES 4 TIRAT
customers for contract work bl (4,088) (471)
Increase/(decrease) in B 5 FRIEE N,
trade payables (R4 16,145 (8,438)
Decrease in amounts ERNEFEHIENRT
due to customers for NN
contract work (352) (1,484)
Increase/(decrease) in accrued JE T 5 =2 B2 H A PR AT 30IB
expenses and other payables #m, G 24,749 (3,077)
Cash generated from operations KEeEL 2R 1,423 32,804
Hong Kong tax paid BB ERIE (11,854) (6,407)
Net cash (used in)/generated BETEH(MA), &%
from operating activities ZHaBH (10,431) 26,397
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CONSOLIDATED STATEMENT OF CASH FLOWS

\\/T\/\f/aui//w ?%

For the fifteen months ended 31 December 2017

BE-_FT—tF+-A=+—HIE+REA
Fifteen
months ended Year ended
31 December 30 September
2017 2016
BE HE
—E—t%F ZT—RF
+=-A=+—H hA=+H
It+H@EA IEFE
Notes HK$’°000 HK$’000
P THET FHETT
Cash flows from investing RETHEEMNHRERE
activities
Purchases of items of property, BEWE HEX
plant and equipment HEIEE 14 (4,943) (3,394)
Bank interest received ERERITHE 623 676
Proceeds from disposal of property, HEWE  WMENEEZ
plant and equipment T8 508 139 -
Purchase of trading licence BERXHER (10,000) -
Net cash used in investing BRETDFANRSRHE
activities (14,181) (2,718)
Cash flows from financing METHELEZRERE
activities
Net proceed from disposal HE—HHWEBARZ
of a subsidiary PRSI H58 24 - 9)
Capital contribution from IR EREE
non-controlling interest 4,900 =
Net cash generated mEEHEE (FRA)
from/(used in) financing ZHEBH
activities 4,900 )
Net (decrease)/increaseincash HR&RALEEGEH
and cash equivalents (RD) BMPE (19,712) 23,670
Effect of foreign exchange rate M EEEEEH 2 E 1 =
Cash and cash equivalents at the 8l "F¥WzHR&RHA &
beginning of the period/year FEY 154,235 130,565
Cash and cash equivalents at B SXkzH&RRE
the end of the period/year EED 134,524 154,235
Cash and cash equivalents as FEMBRAEMRIZ
stated in the consolidated BHeRALEED
statement of financial position 134,524 154,235
The accompanying notes form an integral part of these BEMIMIFBKZEHLEEMIERR ZHEKIED

consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
/\‘/T\ 7N ﬁﬁ-’% i&% M—JL IIIE

For the fifteen months ended 31 December 2017
BHE-_T—+tF+-A=+—HIL+AHEA

1.

GENERAL INFORMATION

Royal China International Holdings Limited (formerly
known as LC Group Holdings Limited) (the “Company”)
was incorporated in Cayman Islands on 19 January
2015 as an exempted company with limited liability
under the Companies Law, Cap. 22 (Law 3 of 1961,
as consolidated and revised) of the Cayman Islands.
The Company’s registered office is located at Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman,
KY1-1111, Cayman lIslands. The principal place of
business of the Company is located at Suite 2608-11,
26th Floor, Champion Tower, 3 Garden Road, Central,
Hong Kong.

The shares of the Company have been listed on the
Main Board of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) since 8 September
2015.

Pursuant to a special resolution passed on 17 March
2017, the English name of the Company changed
from “LC Group Holdings Limited” to “Royal China
International Holdings Limited” and the dual foreign
name in Chinese of the Company has changed from “R

HEEZERAER AR to “SHBERZERER AR

The Company has changed its financial year end
date from 30 September to 31 December because
the Group would like to align the Company’s financial
year end date with that of certain subsidiaries of the
Company. As a result of this, the final results covered
a period of fifteen months ended 31 December 2017.
The corresponding comparative amounts shown for
the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of
changes in equity, consolidated statement of cash flows
and related notes cover the year ended 30 September
2016 and therefore may not be comparable with
amounts shown for the current period.

The Company is an investment holding company. The
Company and its subsidiaries (collectively referred
hereafter as the “Group”) are principally engaged
in construction and ancillary services which include
design, fiting-out, decoration, alteration and addition,
construction and other related businesses, aviation and
traveling services and financial services.

The consolidated financial statements are presented in
Hong Kong dollars (“HK$”), which is also the functional
currency of the Company. All values are rounded to the
nearest thousand except when otherwise stated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Kn e B 7 R M At
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SIGNIFICANT ACCOUNTING POLICIES

2.

70

(a)

(b)

Royal China International Holdings Limited 2 ER =R HRAE

Statement of compliance

The consolidated financial statements have been
prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”), which collective
term includes all applicable individual HKFRSs,
Hong Kong Accounting Standands (“HKASs”) and
interpretations issued by the Hong Kong Institute
of Certified Public Accountants (the “HKICPA”)
and accounting principles generally accepted in
Hong Kong. In addition, the consolidated financial
statements include applicable disclosures required
by the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”) and by
the Hong Kong Companies Ordinance (“CO”).

A summary of the significant accounting policies
adopted by the Group is set out below.

Basis of preparation
The consolidated financial statements have been
prepared on the historical cost basis except for
certain financial instruments that are measured at
fair values at the end of the reporting period as
further explained below.

Historical cost is generally based on the fair value
of the consideration given in exchange for goods
and services.

Fair value is the price that would be received to
sell an asset or paid to transfer a liability in an
orderly transaction between market participants
at the measurement date, regardless of whether
that price is directly observable or estimated using
another valuation technique. In estimating the fair
value of an asset or a liability, the Group takes
into account the characteristics of the asset or
liability if market participants would take those
characteristics into account when pricing the asset
or liability at the measurement date. Fair value for
measurement and/or disclosure purposes in these
consolidated financial statements is determined
on such a basis, except for share- based payment
transactions that are within the scope of HKFRS
2, leasing transactions that are within the scope
of HKAS 17, and measurements that have some
similarities to fair value but are not fair value, such
as net realisable value in HKAS 2 or value in use in
HKAS 36.

(a)

(b)
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b)

(c)

Basis of preparation (Continued)

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

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

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

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

Basis of consolidation

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

— has power over the investee;

- is exposed, or has rights, to variable returns
from its involvement with the investee; and

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

The Group reassesses whether or not it controls
an investee if facts and circumstances indicate
that there are changes to one or more of the three
elements of control listed above.
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(c)

72

Basis of consolidation (Continued)

When the Group has less than a majority of the
voting rights of an investee, it has power over the
investee when the voting rights are sufficient to
give it the practical ability to direct the relevant
activities of the investee unilaterally. The Group
considers all relevant facts and circumstances
in assessing whether or not the Group’s voting
rights in an investee are sufficient to give it power,
including:

— the size of the Group’s holding of voting
rights relative to the size and dispersion of
holdings of the other vote holders;

- potential voting rights held by the Group,
other vote holders or other parties;

= rights arising from other contractual
arrangements; and

- any additional facts and circumstances that
indicate that the Group has, or does not
have, the current ability to direct the relevant
activities at the time that decisions need
to be made, including voting patterns at
previous shareholders’ meetings.

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

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

When necessary, adjustments are made to the
financial statements of subsidiaries to bring their
accounting policies into line with the Group’s
accounting policies.

All intragroup assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in
full on consolidation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the flfteen months ended 31 December 2017
HE-_ZT—+F+-_A=+—HILtTHMAA

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2. FEERIHE(])

(d) Merger accounting for common control

combination

The consolidated financial statements incorporates
the financial statement items of the combining
entities or business in which the common control
combination occurs as if they had been combined
from the date when the combining entities or
businesses first came under the control of the
controlling party.

The net assets of the combining entities or
business are combined using the existing book
values from the controlling party’s perspective.
No amount is recognised with respect to goodwill
or any excess of acquirer’s interest in the net fair
value of the acquiree’s identifiable assets, liabilities

(d)
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and contingent liabilities over its cost at the time of P ESHEAR) TEBRME
common control combination, to the extent of the (G-

contribution of the controlling party’s interest.

The consolidated statements of profit or loss and ,?’.:.\Eﬁjﬁ HitzHEERERE
other comprehensive income include the results EAaMERAEBHRFEIA

of each of the combining entities or business
from the earliest date presented or since the date
when combining entities or business first came
under common control, where this is a shorter
period, regardless of the date of common control
combination.
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RIEH 2 B (AREE RZE -
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Intra-group transactions, balances and unrealized %FEEJ?&% %ﬁﬁ%&é\@ﬁﬁf
gains on transactions between the combining RXBGERXZMELEZRERA
entities or business are eliminated. Unrealised MPAEH - RERBETSY

losses are eliminated but considered as an
impairment indicator of the asset transferred.
Accounting policies of combining entities or
business have been changed where necessary to
ensure consistency with the policies adopted by
the Group.

Transaction costs, including professional fees,
registration fees, cost of furnishing information
to shareholders, costs or losses incurred in
combining operations of the previously separate
businesses, etc., incurred in relation to the
common control combination that is to be
accounted for by using merger accounting are
recognised as an expense in the period in which
they are incurred.

The comparative amounts in the consolidated
financial statements are presented as if the entities
or business had been combined at the end of the
previous reporting period or when they first came
under common control, whichever is shorter.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)
(e) Changes in the Group’s ownership

2.

74

(f)

interests in existing subsidiaries

Changes in the Group’s ownership interests in
subsidiaries that do not result in the Group losing
control over the subsidiaries are accounted for
equity transactions. The carrying amounts of the
Group’s interests and the non-controlling interests
are adjusted to reflect the changes in their relative
interests in the subsidiaries. Any difference
between the amount by which the non-controlling
interests are adjusted and the fair value of the
consideration paid or received is recognised
directly in other reserve in equity and attributed
owners of the Company.

When the Group loses control of a subsidiary,
it (i) derecognises the assets (including any
goodwill) and liabilities of the subsidiary at their
carrying amounts at the date when control is
lost, (i) derecognises the carrying amount of any
non-controlling interests in the former subsidiary
at the date when control is lost (including any
components of other comprehensive income
attributable to them), and (iii) recognises the
aggregate of the fair value of the consideration
received and the fair value of any retained interest,
with any resulting difference being recognised as
a gain or loss in profit or loss attributable to the
Group.

Investments in subsidiaries

Investments in subsidiaries are stated in the
statement of financial position of the Company at
cost less accumulated impairment losses, if any.

2. ¥E®
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For the fifteen months ended 31 December 2017
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(9)

(h)

Segment reporting

Operating segments are reported in a manner
consistent with the internal reporting provided
to the chief operating decision-maker. The chief
operating decision-maker, who is responsible for
allocating resources and assessing performance of
the operating segments, has been identified as the
board of directors that makes strategic decisions.

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

Revenue recognition

Revenue is recognised when it is probable that
the economic benefits will flow to the Group and
when the revenue can be measured reliably, on the
following basis:

(i) Project for design, fit out and decoration
service income is recognised based on
the stage of completion of the contracts,
provided that the stage of contract
completion and the contract costs of the
contracting work can be measured reliably.
The stage of completion of a contract is
established by reference to the proportion
that contract costs incurred for work
performed to date bear to the estimated total
contract cost;

(i)  Design and/or decoration service income is
recognised upon services rendered;

(i) Aircraft management service income,
commission income, financial advisory
service income and aircraft leasing ancillary
service income are recognised upon
services rendered;

(9)

(h)
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)
(h) Revenue recognition (Continued)

2.

76

(i)

—tF+-A=+—HL+AMEAA

(iv) Revenue from the sale of precious metal
is recognised on the transfer of risks
and rewards ownership, which generally
coincides with the time when the goods
are delivered to customers and the title has
passed; and

(v) Interest income is recognised on a time
proportion basis taking into account the
principal outstanding and the interest
applicable.

The Group’s policy for recognition of service
income from provision of design, fit out and
decoration services is set out in note 2(j).

Property, plant and equipment

Property, plant and equipment is stated in the
consolidated statement of financial position at
historical cost less accumulated depreciation and
accumulated impairment. Historical cost includes
expenditure that is directly attributable to the
acquisition of the assets.

Subsequent costs are included in the carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will
flow to the Group and the cost of the item can
be measured reliably. The carrying amount of the
replaced part is derecognised. All other repairs
and maintenance are charged to profit or loss
during the financial period in which they are
incurred.

Depreciation on assets is calculated using the
straight-line method to allocate their cost to their
residual values over their estimated useful lives, as
follows:

1 Office equipment 20%
2 Furniture and fixtures 20%
3 Motor vehicles 25% - 30%
4 |Leasehold Over the shorter of the

improvements lease term and 20%

The residual values and useful lives are reviewed,
and adjusted if appropriate, at the end of each
reporting period. The carrying amount is written
down immediately to its recoverable amount if
the carrying amount is greater than its estimated
recoverable amount.
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i)

1)

Property, plant and equipment
(Continued)

Gain and loss on disposals are determined by
comparing proceeds with carrying amount and are
recognised in the consolidated statement of profit
or loss and other comprehensive income.

Construction contracts
Where the outcome of a construction contract

in relation to provision of design, fit out and
decoration services can be estimated reliably,
revenue and costs are recognised by reference
to the stage of completion of the contract activity
at the end of the reporting period, as measured
based on the proportion that contract costs
incurred for work performed to date relative to
the estimated total contract costs, except where
this would not be representative of the stage of
completion. Variations in contract work, claims
and incentive payments are included to the extent
that the amount can be measured reliably and its
receipt is considered probable.

Where the outcome of a construction contract
cannot be estimated reliably, contract revenue is
recognised to the extent of contract costs incurred
that it is probable will be recoverable. Contract
costs are recognised as expenses in the period in
which they are incurred.

When it is probable that total contract costs will
exceed total contract revenue, the expected loss is
recognised as an expense immediately.

Where contract costs incurred to date plus
recognised profits less recognised losses exceed
progress billings, the surplus is shown as
amounts due from customers for contract work.
For contracts where progress billings exceed
contract costs incurred to date plus recognised
profits less recognised losses, the surplus is
shown as amounts due to customers for contract
work. Amounts received before the related work
is performed are included in the consolidated
statement of financial position as a liability, as
receipt in advances. Amounts billed for work
performed but not yet paid by the customers are
included in the consolidated statement of financial
position under trade receivables.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(k)

U]

Leasing

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

The Group as lessee

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

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

Foreign currencies

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

U]

Foreign currencies (Continued)

Exchange differences on monetary items are
recognised in profit or loss in the period in which
they arise except for:

o Exchange differences on foreign currency
borrowings relating to assets under
construction for future productive use, which
are included in the cost of those assets
when they are regarded as an adjustment
to interest costs on those foreign currency
borrowings;

o Exchange differences on transactions
entered into in order to hedge certain foreign
currency risks; and

. Exchange differences on monetary items
receivable from or payable to a foreign
operation for which settlement is neither
planned nor likely to occur (therefore forming
part of the net investment in the foreign
operation), which are recognised initially in
other comprehensive income and reclassified
from equity to profit or loss on repayment of
the monetary items.

For the purposes of presenting the consolidated
financial statements, the assets and liabilities of
the Group’s foreign operations are translated into
the presentation currency of the Group (i.e. HK$)
at the rate of exchange prevailing at the end of
each reporting period. Income and expense items
are translated at the average exchange rates
for the period, unless exchange rates fluctuate
significantly during that period, in which case the
exchange rates at the dates of the transactions
are used. Exchange differences arising, if any, are
recognised in other comprehensive income and
accumulated in equity under the heading of foreign
currency translation reserve.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)
(m) Taxation

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

Current tax

The tax currently payable is based on taxable
profit for the year. Taxable profit differs from
“profit before taxation” as reported in the
consolidated statement of profit or loss and
other comprehensive income because of items of
income or expense that are taxable or deductible
in other years and items that are never taxable or
deductible. The Group’s liability for current tax is
calculated using tax rates that have been enacted
or substantively enacted by the end of each
reporting period.

Deferred tax

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

Deferred tax liabilities are recognised for taxable
temporary differences associated with investments
in subsidiaries and associates, and interests in
joint ventures, except where the Group is able to
control the reversal of the temporary difference
and it is probable that the temporary difference
will not reverse in the foreseeable future. Deferred
tax assets arising from deductible temporary
differences associated with such investments and
interests are only recognised to the extent that
it is probable that there will be sufficient taxable
profits against which to utilise the benefits of the
temporary differences and they are expected to
reverse in the foreseeable future.
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2. SIGNIFICANT ACCOUNTING POLICIES 2. FTESHBE(E)
(Continued)
(m) Taxation (Continued)

(m) RIF ()

Deferred tax (Continued)

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

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

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

Current and deferred tax for the period
Current and deferred tax are recognised in profit
or loss, except when they relate to items that
are recognised in other comprehensive income
or directly in equity, in which case, the current
and deferred tax are also recognised in other
comprehensive income or directly in equity
respectively. Where current tax or deferred tax
arises from the initial accounting for a business
combination, the tax effect is included in the
accounting for the business combination.
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(n)
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Impairment of tangible and intangible
assets

At the end of each reporting period, the Group
reviews the carrying amounts of its tangible and
intangible assets to determine whether there is
any indication that those assets have suffered an
impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in
order to determine the extent of the impairment
loss (if any). When it is not possible to estimate
the recoverable amount of an individual asset, the
Group estimates the recoverable amount of the
cash-generating unit (“CGU”) to which the asset
belongs. When a reasonable and consistent basis
of allocation can be identified, corporate assets
are also allocated to individual CGUs, or otherwise
they are allocated to the smallest group of CGUs
for which a reasonable and consistent allocation
basis can be identified.

Intangible assets with indefinite useful lives and
intangible assets not yet available for use are
tested for impairment at least annually, and
whenever there is an indication that the asset may
be impaired.

Recoverable amount is the higher of fair value less
costs of disposal and value in use. In assessing
value in use, the estimated future cash flows are
discounted to their present value of money and the
risks specific to the asset for which the estimates
of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a CGU)
is estimated to be less than its carrying amount,
the carrying amount of the asset (or the CGU) is
reduced to its recoverable amount. An impairment
loss is recognised immediately in profit or loss.

When an impairment loss subsequently reverses,
the carrying amount of the asset (or CGU) is
increased to the revised estimate of its recoverable
amount, but as that the increased carrying
amount does not exceed the carrying amount that
would have been determined had no impairment
loss been recognised for the asset (or CGU) in
prior years. A reversal of an impairment loss is
recognised immediately in profit or loss.
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(o)

(p)

Provisions

Provisions are recognised when the Group has a
present legal or constructive obligation as a result
of past events; it is probable that an outflow of
resources will be required to settle the obligation;
and the amount can be reliably estimated.

The amount recognised as a provision is the
best estimate of the consideration required to
settle the present obligation at the end of each
reporting period, taking into account the risks and
uncertainties surrounding the obligation. When
a provision is measured using the cash flows
estimated to settle the present obligation, its
carrying amount is the present value of those cash
flows (when the effect of the time value of money is
material).

When some or all of the economic benefits
required to settle a provision are expected to
be recovered from a third party, a receivable is
recognised as an asset if it is virtually certain that
reimbursement will be received and the amount of
the receivable can be measured reliably.

Financial instruments

Financial assets and financial liabilities are
recognised when the Group becomes a party to
the contractual provisions of the instrument.

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that
are directly attributable to the acquisition or issue
of financial assets and financial liabilities (other
than financial assets and financial liabilities at
fair value through profit or loss) are added to or
deducted from the fair value of the financial assets
or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable
to the acquisition of financial assets or financial
liabilities at fair value through profit or loss are
recognised immediately in profit or loss.

Financial assets

The Group’s financial assets are mainly classified
into loans and receivables. All regular way
purchases or sales of financial assets are
recognised and derecognised on a trade date
basis. Regular way purchases or sales are
purchases or sales of financial assets that require
delivery of assets within the time frame established
by regulation or convention in the marketplace.
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2. SIGNIFICANT ACCOUNTING POLICIES BHIBCE (#8)
(Continued)

(p) Financial instruments (Continued) (p) &MIA(HE)

2. ¥E®

Financial assets (Continued)

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a debt instrument
and of allocating interest income over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts
(including all fees on points paid or received
that form an integral part of the effective interest
rate, transaction costs and other premiums or
discounts) through the expected life of the debt
instrument, or, where appropriate, a shorter period
to the net carrying amount on initial recognition.

Interest income is recognised on an effective
interest basis for debt instruments.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. At the end
of each reporting period subsequent to initial
recognition, loans and receivables (including
trade receivables, deposits and other receivables
and cash and bank balances) are measured at
amortised cost using the effective interest method,
less any impairment.

Impairment of financial assets

Financial assets are assessed for indicators of
impairment at the end of each of the reporting
period. Financial assets are considered to be
impaired where there is objective evidence that, as
a result of one or more events that occurred after
the initial recognition of the financial asset, the
estimated future cash flows of the investment have
been affected.

Objective evidence of impairment could include:

. significant financial difficulty of the issuer or
counterparty; or

o breach of contract, such as a default or
delinquency in interest or principal payments;
or

o it becoming probable that the borrower will
enter bankruptcy or financial re-organisation;
or

Royal China International Holdings Limited 2 ER =R HRAE

MR E (|)
BT F L
BERMEERAEETTAZE
HAARRRERBEADEHE
WAZTE - BRI R B 5%
REHES T ABEFFH R (W
EA) BEBEAZ EERER
T WK (BREABBRERF X
TT&H% PZENRERER
R RA R E A BRI E) %
B REREFEIFE -

B TEZMNBRARERF X
TETERR o

B R EHN
Mm&EWTE%W%EEﬁﬂ
BEMNK BYEERMISRE
ZIHTEESHMEE - KT i&iﬁ}%
R P HERE - E YR EN
(BIEE 5 R WK &é&ﬁm
E%mﬁ%&ﬁi&ﬁﬁm%)
BB BRI R A b 5 K AN R (T
Al B BR o

EREERE

AEEREREPRIHERE
EFLGRETR EAXBER
BLIREREEV S HRREL
ZTHEXZBEEHMERKEN
Bt REKREREXINFE A
FREREERREAHIRE -

BEZZEEBRATEERE :

e BOAEIRZHFHREK
AR - 3

o BA - MAEEHERIHM
MBHARE 3K

o fERABHBERAKESM
BEH %



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

nﬂ‘

B MR

For the fifteen months ended 31 December 2017

BE_T—

2.

tFE+-A=+—BLL+EEA
SIGNIFICANT ACCOUNTING POLICIES

(Continued)
(p) Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

. the disappearance of an active market for
that financial asset because of financial
difficulties.

For certain categories of financial asset, such
as trade receivables, assets that are assessed
not to be impaired individually are subsequently
assessed for impairment on a collective basis.
Objective evidence of impairment for a portfolio
of receivables could include the Group’s past
experience of collecting payments, an increase in
the number of delayed payments in the portfolio
past the average credit period, observable
changes in national or local economic conditions
that correlate with default on receivables.

For financial assets that are carried at amortised
cost, the amount of the impairment loss
recognised is the differences 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.

For financial assets carried at cost, the amount of
the impairment loss is measured as the difference
between the asset’s carrying amount and the
present value of the estimated future cash flows
discounted at the current market rate of return for
a similar financial asset. Such impairment loss will
not be reversed in subsequent periods.

The carrying amount of the financial asset is
reduced by the impairment loss directly for
all financial assets with the exception of trade
receivables, where the carrying amount is reduced
through the use of an allowance account. When
a trade receivable is considered uncollectible,
it is written off against the allowance account.
Subsequent recoveries of amounts previously
written off are credited against the allowance
account. Changes in the carrying amount of the
allowance account are recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)
(p) Financial instruments (Continued)

Financial liabilities and equity instruments
Classification as debt or equity

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

Equity instruments

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

Other financial liabilities

Other financial liabilities (including trade payables,
accrued expenses and other payables) are
subsequently measured at amortised cost using
the effective interest method.

Effective interest method

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

Interest expense is recognised on an effective
interest basis.
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2. SIGNIFICANT ACCOUNTING POLICIES 2. FTESHBE(E)
(Continued)
(p) Financial instruments (Continued)

(p) &BIRA(H)

Derecognition

The Group derecognises a financial asset only
when the contractual rights to the cash flows
from the asset expire, or when it transfers the
financial asset and substantially all the risks and
rewards of ownership of the asset to another
entity. If the Group neither transfers nor retains
substantially all the risk and rewards of ownership
and continues to control the transferred asset,
the Group continues to recognise the asset to
the extent of its continuing involvement and
recognises an associated liability. If the Group
retains substantially all the risks and rewards of
ownership of a transferred financial asset, the
Group continues to recognise the financial asset
and also recognises a collateralised borrowing of
the proceeds received.

On derecognition of a financial asset in its entirety,
the difference between the asset’s carrying
amount and the sum of the consideration received
and receivable and the cumulative gain or loss
that had been recognised in other comprehensive
income and accumulated in equity is recognised in
profit or loss.

On derecognition of a financial asset other than
in its entirety, the Group allocated the previous
carrying amount of the financial asset between the
part it continues to recognise, and the part it no
longer recognises on the basis of the relative fair
values of those parts on the date of the transfer.
The difference between the carrying amount
allocated to the part that is no longer recognised
and the sum of the consideration received for the
part no longer recognised and any cumulative gain
or loss allocated to it that had been recognised
in other comprehensive income is recognised in
profit or loss. A cumulative gain or loss that had
been recognised in other comprehensive income
is allocated between the part that continues to be
recognised and the part that no longer recognised
on the basis of the relative fair values of those
parts.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.

88

(p)

(a)
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Financial instruments (Continued)
Derecognition (Continued)

The Group derecognises financial liabilities
when, and only when, the Group’s obligations
are discharged, cancelled or they expire. The
difference between the carrying amount of
the financial liabilities derecognised and the
consideration paid and payable is recognised in
profit or loss.

Cash and cash equivalents

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

For the purpose of the consolidated statement
of financial position, cash and cash equivalents
comprise cash on hand and in banks. Restricted
bank deposits are excluded from cash and cash
equivalents.

Employee benefits
() Defined contribution retirement plan

The Group operates a defined contribution
Mandatory Provident Fund retirement
benefits scheme (the “MPF Scheme”) under
the Hong Kong Mandatory Provident Fund
Schemes Ordinance for those employees
who are eligible to participate in the MPF
Scheme. Contributions are made based
on a percentage of the employees’ basic
salaries and are charged to the consolidated
statement of profit or loss and other
comprehensive income 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.

(p)

(q)

(r)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the fifteen months ended 31 December 2017
BHE-_T—+tF+-A=+—HIL+AHEA

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
(r) Employee benefits (Continued)

(i)

Share-based payments

The fair value of share options granted to
employees is recognised as an employee
cost with a corresponding increase in share
option reserve within equity. The fair value is
measured at grant date using the binomial
option pricing model, taking into account the
terms and conditions upon which the options
were granted. Where the employees have
to meet vesting conditions before becoming
unconditionally entitled to the share options,
the total estimated fair value of the share
options is spread over the vesting period,
taking into account the probability that the
options will vest.

During the vesting period, the number of
share options that is expected to vest is
reviewed. Any resulting adjustment to the
cumulative fair value recognised in prior
years is charged/credited to profit or loss
for the year under review, unless the original
employee expenses qualify for recognition as
an asset, with a corresponding adjustment
to the share option reserve. On vesting
date, the amount recognised as an expense
is adjusted to reflect the actual number of
share options that vest (with a corresponding
adjustment to the share option reserve)
except where forfeiture is only due to not
achieving vesting conditions that relate to
the market price of the Company’s shares.
The equity amount is recognised in the
share option reserve until either the option
is exercised (when it is transferred to the
share premium account) or the option expires
(when it is released directly to retained
profits).

(s) Dividends

Final dividends proposed by the directors are
classified as a separate allocation of retained
earnings within the equity sect ion of the
consolidated statement of financial position, until
they have been approved by the shareholders in a
general meeting. When these dividends have been
approved by the shareholders and declared, they
are recognised as a liability.

(t) Trading licence
Trading licence with indefinite useful life represents
a membership in Chinese Gold and Silver
Exchange Society and is carried at cost less
accumulated impairment losses, if any.

(r)

(s)

®)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the flfteen months ended 31 December 2017
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2. SIGNIFICANT ACCOUNTING POLICIES 2. ¥

(Continued)
(u) Related parties (u)
() A person or a closed member of that
person’s family, is related to the Group, if
that person:

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

(b) has significant influence over the Group;
or

(c) is a member of the key management
personnel of the Group or of a parent of
the Group.

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

(@) the entity and the Group are members
of the same group;

(o) one entity is an associate or joint
venture of the other entity (or of a
parent, subsidiary or fellow subsidiary
of the other entity);

(¢) the entity and the Group are joint
ventures of the same third party;

(d) one entity is a joint venture of a
third entity and the other entity is an
associate of the third entity;

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

(f) the entity is controlled or jointly
controlled by a person identified in (i);

(90 a person identified in (i)(a) 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); and

(h)  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 parent of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the flfteen months ended 31 December 2017
HE-_ZT—+F+-_A=+—HILtTHMAA

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
(u) Related parties (Continued)
(i)  An entity is related to the Group if any of the
following conditions applies: (Continued)

Close family members of an individual are
those family members who may be expected to
influence, or be influenced by, that person in their
dealings with the entity.

A transaction is considered to be a related party
transaction when there is a transfer of resources or
obligations between related parties.

3. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS

The accounting policies adopted in the consolidated
financial statements for the fifteen months ended 31
December 2017 are consistent with those followed
in the preparation of the Group’s annual financial
statements for the year ended 30 September 2016
except as described below.

In the current period, the Group has applied, for the
first time, the following new and revised standards,
amendments and interpretations (“new and revised
HKFRSs”) issued by the HKICPA, which are effective
for the Group’s financial period beginning on or after 1
October 2016.

HKFRSs (Amendments) Annual Improvements to HKFRSs 2012-2014
Cycle
HKFRS 10, 12 and Investment Entities: Applying the Consolidation
HKAS 28 (Amendments)  Exception

HKFRS 11 (Amendments)  Accounting for Acquisitions of Interests in Joint
Operations
HKFRS 14 Regulatory Deferral Accounts

HKAS 1 (Amendments) Disclosure Initiative

HKAS 16 and 38 Clarification of Acceptable Methods of Depreciation
(Amendments) and Amortisation

HKAS 16 and 41 Agriculture: Bearer Plants
(Amendments)

HKAS 27 (Amendments)  Equity Method in Separate Financial Statements
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For the fifteen months ended 31 December 2017
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3.

92

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING

STANDARDS (Continued)

Annual Improvements to HKFRSs 2012-2014
Cycle

The Annual Improvements to HKFRSs 2012-2014 Cycle

include a number of amendments to various HKFRSs,
which are summarised below.

The amendments to HKFRS 5 introduce specific
guidance in HKFRS 5 for when an entity reclassifies
an asset (or disposal group) from held for sale to held
for distribution to owners (or vice versa), or when
held-for-distribution accounting is discontinued. The
amendments shall be applied prospectively.

The amendments to HKFRS 7 Disclosure — Offsetting
Financial Assets and Financial Liabilities provide
additional guidance to clarify whether a servicing
contract is continuing involvement in a transferred asset
for the purpose of the disclosures required in relation
to transferred assets and clarify that the offsetting
disclosures (introduced in the amendments to HKFRS
7 issued in December 2011 and effective for periods
beginning on or after 1 January 2013) are not explicitly
required for all interim periods. However, the disclosures
may need to be included in condensed interim financial
statements to comply with HKAS 34 Interim Financial
Reporting.

The amendments to HKAS 19 clarify that the high quality
corporate bonds used to estimate the discount rate for
post-employment benefits should be issued in the same
currency as the benefits to be paid. These amendments
would result in the depth of the market for high quality
corporate bonds being assessed at currency level. The
amendments apply from the beginning of the earliest
comparative period presented in the financial statements
in which the amendments are first applied. Any initial
adjustment arising should be recognised in opening
retained earnings of the earliest comparative period
presented.

The amendments to HKAS 34 clarify the requirements
relating to information required by HKAS 34 that is
presented elsewhere in the interim financial report.
The amendments require that such information be
incorporated by way of a cross reference from the
interim financial statements to the other part of the
interim financial report that is available to users on the
same terms and at the same time as the interim financial
statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the fifteen months ended 31 December 2017
BHE-_T—+tF+-A=+—HIL+AHEA

3.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING

STANDARDS (Continued)

Annual Improvements to HKFRSs 2012-2014
Cycle (Continued)

The application of the said amendments to HKFRSs
has had no material effect on the Group’s consolidated
financial statements.

Amendments to HKFRS 10, HKFRS 12 and
HKAS 28 Investment Entities: Applying the
Consolidation Exception

The amendments to HKFRS 10 Consolidated Financial
Statements, HKFRS 12 Disclosure of Interests in Other
Entities and HKAS 28 Investments in Associates and
Joint Ventures clarify that the exemption from preparing
consolidated financial statements is available to a parent
entity that is a subsidiary of an investment entity, even if
the investment entity measures all its subsidiaries at fair
value in accordance with HKFRS 10. The amendments
also clarify that the requirement for an investment entity
to consolidate a subsidiary, whose main purpose is to
provide services and activities that are related to the
investment activities of the investment entity parent,
applies only to subsidiaries that are not investment
entities themselves.

The application of these amendments to HKFRS 10,
HKFRS 12 and HKAS 28 has had no material impact
on the Group’s consolidated financial statements as the
Group is not an investment entity and does not have any
subsidiary, associate or joint venture that qualifies as an
investment entity.

Amendments to HKFRS 11 Accounting for
Acquisitions of Interests in Joint Operations
The amendments to HKFRS 11 provide guidance on
how to account for the acquisition of a joint operation
that constitutes a business as defined in HKFRS 3
Business Combinations. Specifically, the amendments
state that the relevant principles on accounting for
business combinations in HKFRS 3 and other standards
(e.g. HKAS 36 regarding impairment testing of a
cash-generating unit (“CGU”) to which goodwill on
acquisition of a joint operation has been allocated)
should be applied. The same requirements should be
applied to the formation of a joint operation if and only if
an existing business is contributed to the joint operation
on its formation by one of the parties that participate in
the joint operation.
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94

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING

STANDARDS (Continued)

Amendments to HKFRS 11 Accounting for
Acquisitions of Interests in Joint Operations
(Continued)

A joint operator is also required to disclose the relevant
information required by HKFRS 3 and other standards
for business combinations.

The amendments to HKFRS 11 apply prospectively for
annual periods beginning on or after 1 January 2016.
The application of these amendments to HKFRS 11 has
had no material impact on the Group’s consolidated
financial statements.

Amendments to HKAS 1 Disclosure Initiative
The amendments to HKAS 1 are designed to further
encourage companies to apply professional judgment
in determining what information to disclose in their
financial statements. For example, the amendments
make clear that materiality applies to the whole of
financial statements and that the inclusion of immaterial
information can inhibit the usefulness of financial
disclosures. Furthermore, the amendments clarify
that companies should use professional judgment in
determining where and in what order information is
presented in the financial disclosures.

The application of these amendments to HKAS 1 has
had no material impact on the Group’s consolidated
financial statements.

Amendments to HKAS 16 and HKAS 38
Clarification of Acceptable Methods of
Depreciation and Amortisation

The amendments to HKAS 16 prohibit entities from
using a revenue-based depreciation method for items
of property, plant and equipment. The amendments
to HKAS 38 introduce a rebuttable presumption that
revenue is not an appropriate basis for amortisation
of an intangible asset. This presumption can only be
rebutted in the following two limited circumstances:

o when the intangible asset is expressed as a
measure of revenue; or

. when it can be demonstrated that revenue and
consumption of the economic benefits of the
intangible asset are highly correlated.
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For the flfteen months ended 31 December 2017

BE_Z—tF+-_A=+t—BLL+AAA
3. APPLICATION OF NEW AND REVISED 3. EHHITIREETTEEME
HONG KONG FINANCIAL REPORTING REER ()

STANDARDS (Continued)
Amendments to HKAS 16 and HKAS 38

Clarification of Acceptable Methods of

Depreciation and Amortisation (Continued)

The amendments apply prospectively for annual periods
beginning on or after 1 January 2016. Currently, the
Group uses the straight-line method for depreciation
for its plant and equipment. The directors of the
Company believe that the straight-line method is the
most appropriate method to reflect the consumption of
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economic benefits inherent in the respective assets and ALEEAGTELFIHERE RS
accordingly, the application of these amendments to FHERIEISHE 2B HAERE 24546

HKAS 16 and HKAS 38 has had no material impact on
the Group’s consolidated financial statements.

Amendments to HKAS 27 Equity Method in
Separate Financial Statements
The amendments allow an entity to account for
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associates in its separate financial statements: EHBIYBMBERRAR
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. in accordance with HKFRS 9 Financial Instruments o RIEEEP S HREED FH
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HKFRS 9); or BRELNFS R BERME - BB
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e using the equity method as described in HKAS 28 . BEBSETER F28FRE E A

Investments in Associates and Joint Ventures.

The accounting option must be applied by category of
investments.

The amendments also clarify that when a parent ceases
to be an investment entity, or becomes an investment
entity, it shall account for the change from the date
when the change in status occurred.

In addition to the amendments to HKAS 27, there are
consequential amendments to HKAS 28 to avoid a
potential conflict with HKFRS 10 Consolidated Financial
Statements and to HKFRS 1 First-time Adoption of
Hong Kong Financial Reporting Standards.

The application of these amendments to HKAS 27 has
had no material impact on the Group’s consolidated
financial statements.
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3. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (Continued)

Amendments to HKAS 27 Equity Method in
Separate Financial Statements (Continued)

In the opinion of the Directors, the application of the
new and revised HKFRSs in the current period has had
no material impact on the Group’s financial performance
and positions for the current and prior periods and/or
on the disclosures set out in these consolidated financial
statements.

The Group has not early applied the following new and revised
HKFRSs that have been issued but are not yet effective:

HKFRSs (Amendments) Annual Improvements to HKFRSs 2014-2016

Cycle?

HKFRSs (Amendments) Annual Improvements to HKFRSs 2015-2017
Cycle®

HKFRS 2 (Amendments)  Classification and Measurement of Share-Based
Payment Transactions?

HKFRS 4 (Amendments)  Applying HKFRS 9 Financial Instruments with

HKFRS 4 Insurance Contracts?

HKFRS 9 Financial Instruments?

HKFRS 9 (Amendments) ~ Prepayment Features with Negative
Compensation?

Sales or Contribution of Assets between an
Investor and its Associate or Joint Venture*

HKFRS 10 and
HKAS 28 (Amendments)

HKFRS 15 Revenue from Contracts with Customers?

Clarifications to HKFRS 15 Revenue from
Contracts with Customers?

Leases®

HKFRS 15 (Amendments)
HKFRS 16

HKFRS 17 Insurance Contracts®

HKAS 7 (Amendments) Disclosure Initiative'

HKAS 12 (Amendments)  Recognition of Deferred Tax Assets for Unrealised
Losses'
HKAS 28 (Amendments)  Investments in Associates and Joint Ventures®

HKAS 40 (Amendments) ~ Transfer of Investment Property?

HK (IFRIC) - Int 22 Foreign Currency Transactions and Advance
Consideration?
HK (IFRIC) - Int 23 Uncertainty over Income Tax Treatment®

! Effective for annual periods beginning on or after 1 January 2017,
with earlier application permitted.

2 Effective for annual periods beginning on or after 1 January 2018,
with earlier application permitted.

s Effective for annual periods beginning on or after 1 January 2019,
with earlier application permitted.

s Effective for annual periods beginning on or after a date to be
determined. Early adoption is permitted.

¢ Effective for annual periods beginning on or after 1 January 2021.
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING

STANDARDS (Continued)

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduced new requirements
for the classification and measurement of financial
assets. HKFRS 9 was subsequently amended in 2010
to include requirements for the classification and
measurement of financial liabilities and for derecognition,
and further amended in 2013 to include the new
requirements for general hedge accounting. Another
revised version of HKFRS 9 was issued in 2014 mainly
to include (a) impairment requirements for financial
assets and (b) limited amendments to the classification
and measurement requirements by introducing a ‘fair
value through other comprehensive income’ (“FVTOCI”)
measurement category for certain simple debt
instruments.

Key requirements of HKFRS 9 are described below:

All recognised financial assets that are within the
scope of HKAS 39 Financial Instruments: Recognition
and Measurement to be subsequently measured
at amortised cost or fair value. Specifically, debt
investments that are held within a business model
whose objective is to collect the contractual cash flows,
and that have contractual cash flows that are solely
payments of principal and interest on the principal
outstanding are generally measured at amortised cost
at the end of subsequent reporting periods. All other
debt investments and equity investments are measured
at their fair values at the end of subsequent accounting
periods. In addition, under HKFRS 9, entities may make
an irrevocable election to present subsequent changes
in the fair value of an equity investment (that is not held
for trading) in other comprehensive income, with only
dividend income generally recognised in profit or loss.

With regard to the measurement of financial liabilities
designated as at fair value through profit or loss, HKFRS
9 requires that the amount of change in the fair value
of the financial liability that is attributable to changes
in the credit risk of that liability is presented in other
comprehensive income, unless the recognition of the
effects of changes in the liability’s credit risk in other
comprehensive income would create or enlarge an
accounting mismatch in profit or loss. Changes in fair
value of financial liabilities attributable to changes in
the financial liabilities’ credit risk are not subsequently
reclassified to profit or loss. Previously, under HKAS 39,
the entire amount of the change in the fair value of the
financial liability designated as fair value through profit or
loss was presented in profit or loss.
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3. APPLICATION OF NEW AND REVISED 3. EHHITIREECTTEEME
HONG KONG FINANCIAL REPORTING REER ()
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STANDARDS (Continued)

HKFRS 9 Financial Instruments (Continued)
Key requirements of HKFRS 9 are described below:
(Continued)

In relation to the impairment of financial assets, HKFRS
9 requires an expected credit loss model, as opposed
to an incurred credit loss model under HKAS 39.
The expected credit loss model requires an entity to
account for expected credit losses and changes in those
expected credit losses at each reporting date to reflect
changes in credit risk since initial recognition. In other
words, it is no longer necessary for a credit event to
have occurred before credit losses are recognised.

The new general hedge accounting requirements
retain the three types of hedge accounting. However,
greater flexibility has been introduced to the types of
transactions eligible for hedge accounting, specifically
broadening the types of instruments that qualify for
hedging instruments and the types of risk components

FEEMBREENEERLMT A (18)
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of non-financial items that are eligible for hedge R o BbAN BRI EEER - WA
accounting. In addition, the effectiveness test has [4 B R R ] IR BIER o 3 0 B BT B

been overhauled and replaced with the principle of an
“economic relationship”. Retrospective assessment
of hedge effectiveness is also no longer required.
Enhanced disclosure requirements about an entity’s risk
management activities have also been introduced.

Based on the Group’s financial instruments and risk
management policies at 31 December 2017, the
directors of the Company anticipate the following
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potential impact on initial application of HKFRS 9: HRHRANBORAEGEENTEELE
Impairment i {E
In general, the directors of the Company also anticipate —RME  ARBESNEHERS

that the application of the expected credit loss model of
HKFRS 9 will result in earlier provision of credit losses
which are not yet incurred in relation to the Group’s
financial assets measured at amortised costs and other
items that subject to the impairment provisions upon
application of HKFRS 9 by the Group. However, the
directors of the Company do not anticipate that the
application of the expected credit loss model of HKFRS
9 will have material impact to the opening accumulated
losses at 1 January 2018.
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3. APPLICATION OF NEW AND REVISED 3. ERGIREETSBHIE
HONG KONG FINANCIAL REPORTING AR ()
STANDARDS (Continued)
HKFRS 15 Revenue from Contracts with ERMBREEUNBEISREXEEFSR
Customers =g ord ¢

In July 2014, HKFRS 15 was issued which establishes
a single comprehensive model for entities to use in
accounting for revenue arising from contracts with
customers. HKFRS 15 will supersede the current
revenue recognition guidance including HKAS 18
Revenue, HKAS 11 Construction Contracts and the
related Interpretations when it becomes effective.

The core principle of HKFRS 15 is that an entity should
recognise revenue to depict the transfer of promised
goods or services to customers in an amount that
reflects the consideration to which the entity expects
to be entitled in exchange for those goods or services.
Specifically, the Standard introduces a 5-step approach
to revenue recognition:

BB R ER|
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- Step 1: Identify the contract(s) with a customer - B—H BRERPIIMZELN

- Step 2: Identify the performance obligations in the — BZH:BAEAYIBHEME
contract

—  Step 3: Determine the transaction price - B=F EBEFER5E

= Step 4: Allocate the transaction price to the
performance obligations in the contract

- Step 5: Recognise revenue when (or as) the entity
satisfies a performance obligation

Under HKFRS 15, an entity recognises revenue when
(or as) a performance obligation is satisfied, i.e. when
“control” of the goods or services underlying the
particular performance obligation is transferred to the
customer. Far more prescriptive guidance has been
added in HKFRS 15 to deal with specific scenarios.
Furthermore, extensive disclosures are required by
HKFRS 15.

The amendments to HKFRS 15 apply prospectively for
annual periods beginning on or after 1 January 2018.
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3.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING

STANDARDS (Continued)

HKFRS 15 Revenue from Contracts with
Customers (Continued)

For more prescriptive guidance has been added in
HKFRS 15 to deal with specific scenarios. Furthermore,
extensive disclosures are required by HKFRS 15. In
2016, the HKICPA issued Clarifications to HKFRS 15 in
relation to the identification of performance obligations,
principal versus agent consideration, as well as
licensing application guidance. The criteria in HKFRS
15 for identifying performance obligations differ from
the little guidance in HKAS 11, which could result in
different conclusions about the separately identifiable
components. For example, the Group may currently
consider an entire construction contract to be a single
component, but under HKFRS 15, it may determine
that the contract contains two or more performance
obligations that would be accounted for separately.
The Directors anticipate that the application of HKFRS
15 in the future may have a material impact on the
amounts reported as the timing of revenue recognition
may be affected and more disclosures relating to
revenue is required in the Group’s consolidated financial
statements. However, it is not practicable to provide a
reasonable estimate of the effect of HKFRS 15 until the
Group performs a detailed review.

HKFRS 16 Leases

HKFRS 16 was issued on 13 January 2016 and is
effective for annual periods beginning on or after 1
January 2019. HKFRS 16 replaces all existing lease
accounting requirements and represents a significant
change in the accounting and reporting of leases,
with more assets and liabilities to be reported on the
consolidated statement of financial position and a
different recognition of lease costs.

HKFRS 16 distinguishes leases and service contracts on
the basis of whether an identified asset is controlled by
a customer. Subject to limited exceptions for short-term
leases and low value assets, distinctions of operating
and finance leases are removed for lessee accounting,
and is replaced by a model where a right-of-use asset
and a corresponding liability have to be recognised for
all leases by lessees.

Application of HKFRS 16 will result in the Group’s
recognition of right-of-use assets and corresponding
liabilities in respect of many of the Group’s lease
arrangements.

3.
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3. APPLICATION OF NEW AND REVISED 3. EHHITIREETTEEME
HONG KONG FINANCIAL REPORTING REER ()

STANDARDS (Continued)

HKFRS 16 Leases (Continued)

As disclosed in note 28 to the consolidated financial
statements, at 31 December 2017, the Group had
future minimum lease payments under non-cancellable
operating leases in aggregate of approximately
HK$13,350,000. Upon adoption of HKFRS 16, certain
amounts included therein may need to be recognised
as new right-of-use assets and lease liabilities. Further
analysis, however, will be needed to determine the
amount of new rights of use assets and lease liabilities
to be recognised, including, but not limited to, any
amounts relating to leases of low-value assets and
short term leases, other practical expedients and reliefs
chosen, and new leases entered into before the date of
adoption.

Amendments to HKAS 7 Disclosure Initiative

The amendments to HKAS 7 require entities to provide
disclosure that enable users of consolidated financial
statements to evaluate changes in liabilities arising from
financing activities, including both changes arising from
cash flows and non-cash changes.

To satisfy such requirements, an entity shall disclose
(to the extent necessary) the changes in liabilities
arising from financing activities including changes from
financing cash flows, changes arising from obtaining or
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losing control of subsidiaries or other businesses, the RBHrEE NFEEFH N HEME
effect of changes in foreign exchange rates, changes in B o

fair values and other changes.

Liabilities arising from financing activities are liabilities METHELEZEGEBREESRE

for which cash flows were, or future cash flows will be,
classified in the consolidated statement of cash flows
as cash flows from financing activities. In addition,
the disclosure requirement also applies to changes in
financial assets (for example, assets that hedge liabilities
arising from financing activities) if cash flows from those
financial assets were, or future cash flows will be,
included in cash flows from financing activities.

The amendments state that one way to fulfil the new
disclosure requirement is to provide reconciliation
between the opening and closing balances in the
consolidated statement of financial position for liabilities
arising from financing activities.
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3.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING

STANDARDS (Continued)

Amendments to HKAS 7 Disclosure Initiative
(Continued)

Finally, the amendments also state that changes in
liabilities arising from financing activities must be
disclosed separately from changes in other assets and
liabilities.

The amendments to HKAS 7 apply prospectively for
annual periods beginning on or after 1 January 2017.

The Directors anticipate that the application of
amendments to HKAS 7 in the future may have
a material impact on the consolidated financial
statements. However, it is not practicable to provide
a reasonable estimate of the effect of amendments to
HKAS 7 until the Group performs a detailed review.

The Group is in the process of assessing the potential
impact of the other new and revised HKFRSs upon
initial application but is not yet in a position to state
whether the above new and revised HKFRS, will have a
significant impact on the Group’s results of operations
and financial position.

3.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and
are based on historical experience and other factors,

including expectations of future events that are believed
to be reasonable under the circumstances.

4.

The Group makes estimates and assumptions
concerning the future. The resulting accounting
estimates will, seldom equal the related actual results.
The estimates and assumptions that have a significant
risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial
year are discussed below.

(a)

(b)

Construction contracts revenue
recognition

The Group recognises contract revenue and profit
of a construction contract in relation to provision
of design, fit out and decoration services and
design and decoration services according to the
management’s estimation of the total outcome
of the contract as well as the percentage of
completion of construction works. Notwithstanding
that the management reviews and revises the
estimates of both contract revenue and costs
for the construction contract as the contract
progresses, the actual outcome of the contract in
terms of its total revenue and costs may be higher
or lower than the estimates and this will affect the
revenue and profit recognised.

Impairment of trade receivables

The aging debt profile of trade debtors is reviewed
on a regular basis to ensure that the trade
receivables balances are collectable and follow
up actions are promptly carried out if the agreed
credit periods have been exceeded. However,
from time to time, the Group may experience
delays in collection. Where recoverability of
trade receivables balance are called into doubts,
specific provisions for bad and doubtful debts are
made based on credit status of the customers,
the aging analysis of the trade receivables
balances and write-off history. Certain receivables
may be initially identified as collectible, yet
subsequently become uncollectible and result in
a subsequent write-off of the related receivable
to the consolidated statement of profit or loss
and other comprehensive income. Changes in
the collectability of trade receivables for which
provisions are not made could affect the results of
operations of the Group.
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4. CRITICAL ACCOUNTING ESTIMATES AND 4. BI@® {5 aIE (&)

JUDGEMENTS (Continued)

(c) Useful lives of property, plant and (c)
equipment
In accordance with HKAS 16, the Group estimates
the useful lives of property, plant and equipment
to determine the amount of depreciation expenses
to be recorded. The useful lives are estimated at
the time the asset is acquired based on historical
experience, the expected usage, wear and tear
of the assets, and technical obsolescence arising
from changes in the market demands or service
output of the assets. The Group also performs
annual reviews on whether the assumptions made
on useful lives continue to be valid.

(d) Income tax (d)
The Group is subject to income taxes in
Hong Kong. Significant judgement is required
in determining the worldwide provision for
income taxes. There are many transactions
and calculations for which the ultimate tax
determination is uncertain during the ordinary
course of business. The Group recognizes
liabilities for anticipated tax audit issues based
on estimates of whether additional taxes will be
due. Where the final tax outcome of these matters
is different from the amounts that were initially
recorded, such differences will impact the income
tax and deferred tax provisions in the period in
which such determination is made.

(e) Impairment of trading licence (e)

Trading licence with indefinite useful life are
reviewed for impairment at the end of each
reporting period or whenever events or changes in
circumstances indicate that the carrying amount
of the asset exceeds its recoverable amount. The
recoverable amount of the asset is the greater of
the fair value less costs of disposal and value in
use.

104 Royal China International Holdings Limited £ E IR HRAE

M¥ BERRMZERER

REFESERFI6H K&
BEAYE BEAREBZER
FR NEEBARZIFTERX
TR -EAFRINBARER
RELR BHERABR BE
ZiEE UERRAMSHFERELK
BERBGLMELEZXMBR
Mmis st - AKBE IR SFREE
RERMELZBRECHEES
R o

g
AEBERBNEERBN - HEE
EMBRNEHRBEERTEFD
BERHE - -ERBEKT  FZ
REMABZRERAEE =
RETH AEEEREESFE
BMBINHIRE 2 fEF > IEHH
BEFEFEERBE FUHEF
HZBRUBERERILE
TBETR AREEBTEED
B RRE 2 B A PSR
FEFH IR A o

X508 R E

VEREABFHZRZEBRN
BEWMEHR ANFHRBRE
PRPAEERMEREE AR
CHRRETRERS  -BEA[E
W B AR T ER D EKARE
REBEZBAE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

fre ISR R

For the fifteen months ended 31 December 2017
HE-_ZT—+F+-_A=+—HItTHMAA

5. FINANCIAL INSTRUMENTS AND CAPITAL

RISK MANAGEMENT

(a) Categories of financial instruments (a)

ERMTRZEA

5. EMTARBFEREE

As at

31 December

30 September

2017 2016
—Z2—t%f —E—RF
+=A=+—H NA=+H
HK$’000 HK$'000
FEx TFHT
Financial assets: SMEE:
Loan and receivables (including &3k & EU 3
cash and bank balances) (@%ﬁi&ﬁﬁ%ﬁ%)
— Trade receivables — B B EWFIE 28,602 10,276
— Deposits and other receivables — — ¥z & K E fib fE Y G108 12,730 3,009
- Cash and bank balances — e RIRITHE 134,524 154,235
As at
31 December 30 September
2017 2016
—®—+tF —E—RF
+=BA=+—H NA=+H
HK$’000 HK$’000
FTHET TFHET
Financial liabilities: SRAK
Amortised cost BESH K AR
- Trade payables — B S ENFIA 22,774 6,629
— Accrued expenses and — iR N EMEN A
other payables 26,197 1,448

(b) Financial risk management objectives

and policies

The Group’s activities expose it to a variety of
financial risks: market risk (including interest rate
risk and foreign currency risk),
liquidity risk. The Group’s overall risk management
programme focuses on the unpredictability
of financial markets and seeks to minimize
potential adverse effects on the Group’s financial

performance.

Market risk
(i) Interest rate risk

As at 31 December 2017 and 30 September

T 45 W B
0 FEER

2016, the Group did not hold any assets and HKk=

liabilities which are exposed to significant

interest risk.

(b) MERBREEBERREER

AEE A EE R Z R HER -

W5 E B (8 5 A = = kA S B
Credit riSk aﬂd HKAA) {*EJ—LE}A /}\b@] é A:F/_}_l:
c AEEMAREREES

&E@ﬂm%MTTEEE'E
SR XHE 0 2 5
RAMELEEEYE

RIB—tF+ZA=+—
E-RNELA=+
B AEETEFAHERSE

AMEREBRNERNEERE

& °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
K e B R M Bt

For the fifteen months ended 31 December 2017
HE-_Z—+F&+-A=+—BILTAHMEA
5. FINANCIAL INSTRUMENTS AND CAPITAL
RISK MANAGEMENT (Continued)
(b) Financial risk management objectives
and policies (Continued)
Market risk (Continued)

(i)

Foreign currency risk

The Group has certain portion of bank
balances and cash denominated in
currencies other than the functional currency
of the entities to which they related. The
Group currently does not have a foreign
currency hedging policy. However, the
management monitors foreign exchange
exposure and will consider hedging
significant foreign currency exposure should
the need arise.

The following table details the Group’s
exposure at the end of the reporting period
to major currency risk:

5. eEMIARRFTARETE

()

(b) FAFSEBREE B BRBRBR ()

4% W PR ()

(i)

S
AEBEEFA T ERA
HEERDEERUINZE
BMRTHEBRERE - A%
B A b & 51 B SR R e
A EEESEEINER
o WHEEHREE R
BERSNE R -

TREINBERARANEE
P bR B 5B RER A

Liabilities Assets
af gE
As at As at
R B
31 December 30 September 31 December 30 September
2017 2016 2017 2016
-5t ZEE —5-t% 2R
+=A=t-H AA=tE +ZB=t+-H hA=TA
HK$'000 HK$'000 HK$'000 HK$'000
TiErn Thn TR TR
Australian Dollars (‘AUS”) AT o - - 211
Biish Pound (‘GBP") RE(1R8)) - - 2 228
Canadian Dollars (‘CAD") mgA(Tnl) - - 1 1
Euro (“EUR”) ﬁihﬁ<’—ﬁhﬁj) - _ 58 19
Japanese Yen (‘JPY’) AE(TRE]) = - 8 %
Renminbi (RMB’) ARE(TARE)) - - 1,758 78
Singapore Dolars (*SGD") g (i) - - 25 2
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B 7% R B of

For the fifteen months ended 31 December 2017

BE_T—

tFE+-A=+—BL+EEA

5. FINANCIAL INSTRUMENTS AND CAPITAL
RISK MANAGEMENT (Continued)
(b) Financial risk management objectives
and policies (Continued)
Market risk (Continued)

(i)

Foreign currency risk (Continueq)

The foreign currency sensitivity analysis The
Group is mainly exposed to the effects of
fluctuation in AUS, GBP, EUR, JPY, RMB and
SGD.

The following table details the Group’s
sensitivity to a 5% (year ended 30 September
2016: 5%) increase and decrease in HK$
against AUS, GBP, EUR, JPY, RMB and
SGD. 5% (year ended 30 September 2016:
5%) is the sensitivity rate used in the current
period when reporting foreign currency risk
internally to key management personnel and
represent management’s assessment of
the reasonably possible change in foreign
exchange rates. The sensitivity analysis
includes outstanding foreign currency
denominated monetary items. If HK$
strengthen 5% against AUS, GBP, EUR, JPY,
RMB and SGD whiles a positive number
below indicates an increase in profit, there
would be an equal and opposite impact on

5, eMIARRFTARETE

()

(b) FAFSEPREE B R BR ()

4% W B3 (¥)

(i)

57/‘%"?/7‘\“*)
8 - E}\E HE - /\Eﬁtﬁ&
M TTRB R E

TREIIAEEH BT

W EE BT A
AR5 BT DN T 00 B,

L% (BE_T—RFNLA
=T RIEFE 5%) SR
EFB 5% (BE-FT—X
FAA=TBILLFE : 5%)
SRAPEREZEEREA
B R EB R 5 1S R e P R B
R R N RN e IR B ST HM E [
REE R REE AT o 8
RE DI B IEAREEAINE
FHEMEBIER - HETL
BT R BT HE
AE%&%M%%L%%G

Al ZZHT?EF)?L%%?@T'JFE

the profit as those referred to in the table FEHEROTE :
below:
The foreign currency sensitivity analysis SNEE B B JE 5 AT
Impact of AUS
RTHRE
Fifteen
months ended Year ended
31 December 30 September
2017 2016
S HE
—E—+t5F ZE—REF
+=-BR=+—H hAA=+AH
I+HEA IEFE
HK$’000 HK$'000
F#&x FHIT
Sensitivity rate R 5% 5%
Profit or loss i A1) 3k 5 18 - 11
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
K e B R M Bt

For the fifteen months ended 31 December 2017
BHE-_T—+tF+-_A=+—HIE+AMEA

5. FINANCIAL INSTRUMENTSANDCAPITAL 5 €T ARSTFTEMER

RISK MANAGEMENT (Continued) (#8)
(b) Financial risk management objectives (b) BMERETEHERB®E (&)
and policies (Continued)
Market risk (Continued) 4% W B% (#)
(i) Foreign currency risk (Continued) (i) ShEEE R ()
Impact of GBP
EFHE
Fifteen
months ended Year ended
31 December 30 September
2017 2016
#E H=E
—Z—tF —E—RF
+=-A=+—H hA=+H
I+A{EA IEFE
HK$’000 HK$’000
FTET FHT
Sensitivity rate BN R 5% 5%
Profit or loss i Ak B 1B 1 11
Impact of EUR
ER TR
Fifteen
months ended Year ended
31 December 30 September
2017 2016
8E #H=
—Z—tF ZE—RF
+=-A=+—H NhA=+H
Ik+haEA HFE
HK$’°000 HK$'000
F#&x FHIT
Sensitivity rate GRS 5% 5%
Profit or loss o A e e 3 2
Impact of JPY
HEE S
Fifteen
months ended Year ended
31 December 30 September
2017 2016
#E H=E
—Z—tF —E—RF
+=A=+—H hA=+H
I+H{EA IFFE
HK$’000 HK$’000
FET FHT
Sensitivity rate BN R 5% 5%
Profit or loss Vi T Sk B 18 4 5
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B 7% R B of

For the fifteen months ended 31 December 2017
BHE-_T—+tF+-A=+—HIE+AEA

5. FINANCIAL INSTRUMENTSANDCAPITAL 5 €T A RSTFTEMER

RISK MANAGEMENT (Continued) ($#8)
(b) Financial risk management objectives (b) BERETEHERB®E (&)
and policies (Continued)
Market risk (Continued) T #% B B ()
(i) Foreign currency risk (Continued) (i) ShEEE R ()
Impact of RMB
ARBHRE
Fifteen
months ended Year ended
31 December 30 September
2017 2016
] H=
—E—+t5F ZE—REF
+=-A=+—H NWA=+H
IL+AHEA IEFE
HK$’000 HK$'000
F#&x FHTT
Sensitivity rate B 5% 5%
Profit or loss i M) ok B 18 88 4
Impact of SGD
£k ok 2
Fifteen
months ended Year ended
31 December 30 September
2017 2016
[ E HE
—Z2—tF% —ZE—RF
+=-A=+—H NWA=+H
IE+HEA LEFE
HK$’000 HK$'000
F#x FHIT
Sensitivity rate GRS 5% 5%
Profit or loss Vi T Sk B 18 1 1
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

fre B ISR I ot

For the fifteen months ended 31 December 2017
BHE-_T—+tF+-_A=+—HIE+AMEA

5. FINANCIAL INSTRUMENTSANDCAPITAL 5 €T ARSTFTEMER

RISK MANAGEMENT (Continued) (#8)

(b) Financial risk management objectives (b) MERBREEERRBE (§)
and policies (Continued)
Credit risk EERE

At the end of each reporting period, the Group’s
maximum exposure to credit risk which will cause
a financial loss to the Group due to failure to
discharge an obligation by the counterparties is
arising from the carrying amount of the respective
recognised financial assets as stated in the
consolidated statement of financial position.

The Group’s credit risk is primarily attributable
to bank deposits, trade and other receivables.
In order to minimise the credit risk, management
has a credit policy in place and the exposures to
these credit risks are monitored on an ongoing
basis and follow-up action is taken to recover
overdue debts. In addition, the management
reviews the recoverable amount of each individual
debt at the end of each reporting period to ensure
that adequate impairment losses are made for
irrecoverable amounts. In this regard, the Directors
consider that the Group’s credit risk is adequately
managed and mitigated.

The Group had certain concentration of credit
risk as 69.2% of the total trade receivables of the
Group were due from the largest customer and
91.2% of the total trade receivables of the Group
were due from five largest customers as at 31
December 2017 (30 September 2016: 33.3% and
89.1% respectively). Management considered the
credit risk is limited since the Group trades only
with customers with an appropriate credit history
and good reputation. The management monitored
the financial background and creditability of
those debtors on an ongoing basis. In addition,
the credit risks on liquid funds including bank
deposit and bank balances is limited because the
counterparties are banks with good reputation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

fre ISR R

For the fifteen months ended 31 December 2017
HE-_ZT—+F+-_A=+—HItTHMAA

5. FINANCIAL INSTRUMENTSANDCAPITAL 5 €T A RSTFTEMER

RISK MANAGEMENT (Continued) ($#8)

(b) Financial risk management objectives (b) MERMREEERRIBE ()
and policies (Continued)
Liquidity risk m R & R b

The Group’s liquidity risk management includes
maintaining flexibility by keeping sufficient cash
and cash equivalents generated from operations.
The Company regularly reviews its major funding
positions to ensure that it has adequate financial
resources in meeting its financial obligations.

The following table details the Group’s remaining
contractual maturity for its non-derivatives financial
liabilities which are included in the maturity
analysis provided internally to the key management
personnel for the purpose of managing liquidity
risk. For non-derivative financial liabilities, the table
reflects the undiscounted cash flows of financial
liabilities based on the earliest date on which the
Group can be required to pay. The tables include
both interest and principal cash flows.

$%.%ﬁ/m@§%ﬂMHT 17%
FETUHE HOIARERKEEE
EnERekREeRFEEE
Mo ARBIEHERETIRZES
AR EREBEREM NETY
BE -

TRHAIAEEFTESHREE
W TEHEEA  YERAAR
ERmBE ¢ R MR E R G
TEREBRBRASNIHONH -
MIETESHMBEMS - &%xA
RMRAEE A EREEZARG
WxFHHNERBEZARITE
REME ZREFENERL R
ReRE °

Weighted
average
effective Total Total
interest Within Over undiscounted carrying
rate 1 year 1year  cash flows amount
FHR
migFy RenE RHEE
ERf® -£R —FlL én an
% HK$'000 HK$'000 HK$'000 HK$'000
% T#T T#T T#x T#x
As at 31 December 2017 RZE-tE+ZA=+-A
Non-derivative financial FEEMAR
liabilities
Trade payables BHEMTE - 2,774 - 2,774 22,774
Accrued expenses and JERHES REMENE
other payables - 26,197 - 26,197 26,197
- 48,971 - 48,971 48,971
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B ¥R Y ot

For the fifteen months ended 31 December 2017
BHE-_T—+tF+-_A=+—HIE+AMEA

5. FINANCIAL INSTRUMENTSANDCAPITAL 5 €T ARSTFTEMER

RISK MANAGEMENT (Continued) (#8)
(b) Financial risk management objectives (b) MERBREEERRBE (§)
and policies (Continued)
Liquidity risk (Continued) mENE & m R ()
Weighted
average
effective Total Total
interest Within Over undiscounted carrying
rate 1 year 1year  cash flows amount
KRR
IET BemE REE
ERFIZ —4R —EH £ bk bk

%  HK§000  HK$'000  HK§'000  HK$'000
% THTL THT THTL THT

As at 30 September 2016 ~ RZE—-REAAZ=TH

Non-derivative financial EfiEEMAR

liabilities
Trade payables BHEATE S 6,629 = 6,629 6,629
Accrued expenses and [ER R KA EMFE
other payables - 1,448 - 1,448 1,448
- 8,077 - 8,077 8,077
(c) Fair value of financial instruments (c) EMIRZLFE
The fair values of financial assets and financial SREEREREBGBECAFER
liabilities are determined as follows: ATAAEE :
()  the fair values of financial assets and financial () EEEEEREGHILRE
liabilities with standard terms and conditions BRABMEZEBECeREE
and traded in active liquid markets are kemaEzATFES R
determined with reference to quoted market ERBRTESAEBREELE
bid and ask prices respectively; and EE: R
(i) the fair values of other financial assets (i) EHEtsBmBEERSBREBEZ
and financial liabilities are determined in NEEDERITRBERS
accordance with generally accepted pricing MBIBEELRBEMNNTEEE
models based on discounted cash flow NEE o
analysis.
The carrying amount of other financial assets and ARZEemT A B ST
liabilities carried at amortised cost, approximate BEER o WIS EE 2 H
their respective fair values due to the relatively HeEmEEREBERABRLS
short-term nature of those financial instrument. BAFEERSE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

fre ISR ot

For the fifteen months ended 31 December 2017
BHE-_T—+tF+-A=+—HIE+AEA

5. FINANCIAL INSTRUMENTS AND CAPITAL

RISK MANAGEMENT (Continued)

(c) Fair value of financial instruments
(Continued)
For financial reporting purpose, fair value
measurement are categorised into Level 1, 2
and 3 based on the degree to which the inputs
to the fair value measurements are observable
and the significance of the input to the fair value
measurements in its entirety.

The Directors consider that the carrying amounts
of financial assets and financial liabilities
recorded in the consolidated financial statements
approximate their fair values.

The following table provides an analysis of financial
instruments that are measured subsequent to
initial recognition at fair value, grouped into Levels
1 to 3 based on the degree to which the fair value
is observable:

U Level 1 fair value measurements are those
derived from quoted prices (unadjusted) in
active market for identical assets or liabilities;

. Level 2 fair value measurements are those
derived from inputs other than quoted prices
included within Level 1 that are observable
for the asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from prices);
and

o Level 3 fair value measurements are those
derived from valuation techniques that
include inputs for the assets or liability that
are not based on observable market data
(unobservable inputs).

No analysis is disclosed since the Group has
no financial instruments that are measured
subsequent to initial recognition at fair value at the
end of the reporting period.

There were no transfers between Level 1 and 2
and no transfers into or out of Level 3 during the
year.

5, eMIARRFTARETE
(#&)
(c) &MIRZLFHEE)

R BREMS - R FEFER
BAVEFEBABEZATEE
BERRAFEFEGAREZE
BEZMHIND/RF— F_KE
=&

EERANBEAVBRERARZ
THEEMTRAB I RMER
HAFERES -

TRIEHRO T EREBEREATE
HEZEMIEZSN BEA
FEZABREESAFE—HE
F=4

s FE-RRFEAERZRAER
BESRERNEEME 2R
BOCREREB)ABHE

s FE-RRAFEAERREE
FBECHEE (AER) X
M (AREBMELEE)
AEREE (F—REERM
RERIN MBEE R

s F=RAFEAEERBSR
WIRA R B R 5 8T (T
AEREB) RERCEE
B EERZ BEXRMNE
HE e

HRAEERY) S ERR L&
TR T ARRE P RARFER
B BRAERESMN -

RAFERBEE-—BRE_RZ
Mz@Eh  TEBEAXERE=
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

fre B A5 MR M At

For the flfteen months ended 31 December 2017
HE-_T—+F+-_A=+—HItTHMAA

5. FINANCIAL INSTRUMENTS AND CAPITAL

RISK MANAGEMENT (Continued)

(d) Capital risk management
The Group’s primary objectives when managing
capital are to safeguard the Group’s ability to
continue as a going concern in order to fund
its construction business, provide returns for
shareholders and benefits for other stakeholders
and to maintain an optimal capital structure to
reduce the cost of capital.

The Group actively and regularly reviews and
manages its capital structure to maintain a balance
between the higher shareholer returns that might
be possible with higher levels of borrowings and
the advantages and security afforded by a sound
capital position, and makes adjustments to the
capital structure in light of changes in economic
conditions.

There was no change in the Group’s approach to
capital management during the period.

6. REVENUE AND SEGMENT INFORMATION
The executive directors of the Company, being the chief
operating decision-makers, review the Group’s internal
reporting in order to assess performance and allocate
resources. Information reported to the chief operating
decision marker, for the purpose of resources allocation
and performance assessment, focuses on the types of
goods or services delivered or provided.

During the prior years, the chief operating decision-makers
of the Group assessed the performance and allocated
the resources of the Group as a whole, as all of the
Group’s activities focus on provision of construction and
ancillary services. Therefore, management considered
there was only one operating segment under the
requirements of HKFRS 8 Operating Segments.

5. eEMIARRFTARETE

(&)

(d ZBEFXREER
FEBEAER EERER
REAEEZELSLHE N
KMAREEBIEHRES A
B% ARt B 3R] - & E R 25 48
BERENS RABRER
A AEH - AR (EE AR A o

AEEREGERERAERRE R
EREER NEERBEKFE
= AJ AL R A B AR R @ 3R £
ﬁaﬁm§$ﬁk/ﬂ?mf MWEZE R
ZEZHADRGFE  AREL
IR B HE R EEIEL

KRB AEENEAEE
BRARE T -

Yz B 53 2B W #

ARFPTEEEREBNEERE
EEMAAEBENRHRE - U R
ARHRAR - ATARSERRE
FEMAEBLERRERENEAH
ZERATRN KRG R KRB

BTl

RBAEFE AEEXTELERRE
DASEBENEEAEMAGRALY
RRER AAXNKSEMAEZETNIE
HEZEEERFAESR Bt T
BERERET BB HREERFELHE
EESHINBE EE—HEED
7B o
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For the fifteen months ended 31 December 2017
HE-_ZT—+F+-_A=+—HItTHMAA

6. REVENUE AND SEGMENT INFORMATION 6.

(Continued)
During the current period, the Group focuses on
provision of construction and ancillary services,

Wik 3 BEH (8)

RAHRE AEEE IR REHERR
EERS M= ﬁﬁﬁﬁﬁfklf/{&ilﬂﬁﬁ

aviation and traveling services and financial services. Heo A RBEFBVBREXEAFES

Accordingly, the Group has three reportable segments ¥ oOAEBE=ABFTHRESDILMOT :

under HKFRS 8 are as follows:

(@) Construction and ancillary services — design, (a) BERREERSE—FZF - FHE-
fitting-out, decoration, alteration and addition, BN BEREREM
construction and other related businesses. MEEER -

(b) Aviation and traveling services - aircraft b) MERBERE -—REEERS
management service, service of aircraft sales and REIEE RS M REEERE R
aircraft leasing ancillary service. 7 o

(c) Financial services — precious metal trading c =RERB-EcBEBEXEBRHM
business and financial advisory service. EEE R -

Segment revenue and results DB ERER

Construction Aviation
and and
ancillary traveling Financial
services services services Total
B ]
REERH PR SRR st
HK$°000 HK$°000 HK$’000 HK$’000
FER FET FTET FTET
Fifteen months ended HE_Z-t£+Z8
31 December 2017 =+—HL+hER

Segment revenue aR=ill G 128,270 28,010 1,117 157,397

Segment results DEEE 20,416 8,152 (3,832) 24,736

Unallocated corporate income RO EREKRA 620

Unallocated corporate expense AN ERERS (31,646)

Loss before taxation B AIE IR (6,290)

Taxation 8 (2,982)

Loss for the period HAEE (9,272)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B ¥R Y ot

For the fifteen months ended 31 December 2017
BHE-_T—+tF+-_A=+—HIE+AMEA

6. REVENUE AND SEGMENT INFORMATION 6. iR EFH (8)
(Continued)

Segment revenue and results (Continued) SRR EE (8)
Construction Aviation
and and
ancillary traveling Financial
services services services Total
2R fin 2= Hie it
REEERS % SRR% Bar
HK$'000 HK$'000 HK$'000 HK$’000
THL THT TET TAT
Year ended BE_Z-RE
30 September 2016 AB=THLEE
Segment revenue DElE 116,021 = = 116,021
Segment results DEEE 33,532 = = 33,532
Unallocated corporate income kA ERS 2 UG A 984
Unallocated corporate expense A2 E(N# RS (6,237)
Profit before taxation B AR T 28,279
Taxation HIE (4,008)
Profit for the year FRRA 24,181
Segment results represent the profit earned by or loss DEEBERRERDBELERARSK
from each segment without allocation of unallocated DB ERZA - &9 AT REA &
corporate income and unallocated corporate expenses. FAEEHNEE HLARNETELER
This is the measure reported to the chief operating REERUIELHBE RS B XKRRFTE
decision makers for the purposes of resource allocation R e

and performance assessment.

Segment revenue reported above represents revenue EXFRECHEREREIARR
generated from external customers. There were no 2R o B F R D B A8
inter-segment sales in the period/year. g
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For the fifteen months ended 31 December 2017
BHE-_T—+tF+-A=+—HIE+AEA

6. REVENUE AND SEGMENT INFORMATION 6. Wi SRS EFH ()
(Continued)

Segment assets and liabilities SHEBERAE
Construction Aviation
and and
ancillary traveling Financial
services services services Total
B
REERE HZRERE ERRE #at
HK$’000 HK$°000 HK$’000 HK$’000
Fi&nr FTi&n FERT FiE&RT
As at 31 December 2017 R-E—t%
+ZA=+—-H
Assets BgE
Segment assets NHEE 56,342 30,527 22,851 109,720
Unallocated assets AOREE 91,867
Consolidated total assets GRBELE 201,587
Liabilities RfE
Segment liabilities nHBE 26,434 17,889 1,440 45,763
Unallocated liabilities KPEEE 3,582
Consolidated total liabilities Leaaes 49,345
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the fifteen months ended 31 December 2017
HE-_T—+tF+-A=+—HLt+AEA

6. REVENUE AND SEGMENT INFORMATION 6. iR EFH (8)
(Continued)

Segment assets and liabilities (Continued) SHEERERE(B)
Construction Aviation
and and
ancillary traveling Financial
services services services Total
REER® MZERERB SBRE Bt
HK$’000 HK$’000 HK$'000 HK$'000
FHET FHET THT THT

As at 30 September 2016 R-E-REAA=TH

Assets BE

Segment assets NEMEE 61,742 - - 61,742

Unallocated assets APEBE 111,331

Consolidated total assets BEEESBE 173,073

Liabilities =1

Segment liabilities NEEE 15,469 = = 15,469

Unallocated liabilities APERERE 991

Consolidated total liabilities HEBEER 16,460

For the purposes of monitoring segment performance HERD a‘B KANANRESF 2B D

and allocating resources between segments: BIRME :

e all assets are allocated to operating segments s FMEAEANETEESE
other than other unallocated corporate assets HMASPECEEERINEE
(mainly comprising cash and cash equivalents and Eﬁ%&fﬁfi\ﬁf YA R iRe &
deposits and prepayments); and A FRIE)

e all liabilities are allocated to operating segments e MEABHSIETEES M K
other than unallocated corporate liabilities (mainly Hith RDBECEEBERINEE
comprising other payables and accruals). EHMENRIEREFTRZ) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B 7% R B of

For the fifteen months ended 31 December 2017
BHE-_T—+tF+-A=+—HIE+AEA

6. REVENUE AND SEGMENT INFORMATION 6. ISR 9T HE ()

(Continued)
Other segment information HthaEEFHE
Construction Aviation
and and
ancillary traveling Financial
services services services  Unallocated Total
B
REERE MZHRERS SRR AR &
HK$°000 HK$'000 HK$°000 HK$’000 HK$'000
TET TET TET TER TET
Fifteen months ended #E-2—t#+ZH
31 December 2017 =t+-ALE+EEA
Capital expenditure BARY 1,473 796 125 2,549 4,943
Depreciation wE 1,459 83 15 1,062 2,619
Impairment loss recognised on & BENEIE 2
trade receivables BRAEEE 1,091 - = = 1,001
Loss on disposal of property, ~ HENE  BER
plant and equipment RE7ER 168 - - - 168
Construction Aviation
and and
ancillary traveling Financial
services services services Unallocated Total
REERE  MERERS SRR AAE i
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T T THL
Year ended 30 September 2016 H#E=-Z—~"ENA
ZHALEE
Capital expenditure BARY 3,394 - = = 3,394
Depreciation WE 1,291 - - - 1,291
Impairment loss recognised on B S ENFE L
trade receivables ERARESS 162 = - L 162
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Kr e B R M At

For the flfteen months ended 31 December 2017
HE-_T—+F+-_A=+—HItTHMAA

6. REVENUE AND SEGMENT INFORMATION 6. iR EFH (8)
(Continued)

Revenue from major services TERBHUIES
The Group’s revenue from its major services during the KEBRH " FANZTERBUWED
period/year is as follows: o
Fifteen
months ended Year ended
31 December 30 September
2017 2016
S HE
—2—+tF T—REF
+=-B=+-H nﬂ_+a
Lt+ia@EA HFE
HK$’000 HK$'000
TERT FHET
Design and/or decoration service income FET R ERBBA 33,546 27,732
Design, fit out and decoration service income ux.fr g REMRISBA 94,724 88,289
Commission income from acting as EABERABBREA
an agent for purchasing business jet S BA 7,735 -
Aircraft management service income TR B 12 AR A U A 20,041 -
Aircraft leasing ancillary service income RAERERBEA 234 -
Financial advisory service income B 7 B B AR A U 500 -
Sales of precious metal ESBHE 617 -
157,397 116,021
Geographical information RhEMEREZETE
The Group’s operations are located in Hong Kong, REBEEMBMNNRES PEAR
People’s Republic of China (the “PRC”), Singapore and HFBE([FE]) ~ #Fn &EPFY o
Macau.
The Group’s geographical segments are classified NEBRERTRPNEEIHDHIE DI -
according to the location of customers. There are four EMENLNEEAEMAHIES 45 o A
customer-based geographical segments. Segment H/FRRKBINEEZEE D 2B (3%
revenue from external customers by the location of ZEERMNBE D)W :

customer during the period/year is as follows:

Revenue from external customers RENBEREHKES
Fifteen
months ended Year ended
31 December 30 September
2017 2016
BE HE
—2—+tF —T-RF
+=A=+—B  KA=tA
t+EEA L
HK$’000 HK$’000
FHT Tt
Hong Kong BB 111,336 92,149
PRC & 44,561 22,662
Singapore onig - 1,210
Macau P 1,500 -
157,397 116,021
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B 7% R B of

For the fifteen months ended 31 December 2017
HE-_ZT—+F+-_A=+—HItTHMAA

6.

REVENUE AND SEGMENT INFORMATION
(Continued)

Geographical information (Continued)

The Group’s geographical segments are also classified
by the location of assets, information about its
non-current assets by geographical location are detailed
below:

Wik 3 BEH (8)

RnEMERMZEH (&)
AEENREBEEEMEME S D iR
DE AKERBDEENHBEER
(M BEMES D) FBEWT :

Non-current assets ERBDEE
As at
w®

31 December 30 September
2017 2016
—E—+tF —E—RF
+=-RA=+—H A =E
HK$’000 HK$’000
FEX FHBT
Hong Kong BE 15,895 3,878

Information about major customers EFREEERHEH

Revenue from customers of the corresponding period/
year contributing over 10% of the total revenue of the
Group are as follows:

RIEEHE " FEEAEBRBKES
10%H) P U ¢

Fifteen
months ended Year ended
31 December 30 September
2017 2016
BE Bz
:g—tﬂi —F— /\i
+=-A=+—H NA=1+H
It+HEA IEFE
HK$’000 HK$’000
FHET FHET
Customer A BEA - 36,340
Customer B ZFB 18,535 25,382
Customer C ZFEC 22,607 -
Customer D ZFED 21,520 23,015
Customer E * BPE* 16,721 N/A 3@ A
Customer F 2EF 20,041 -

The corresponding revenue did not contribute over 10% of the
total revenue of the Group for the respective year.

$HFEL|51 SEAKEEREFE AN E
iB10% °

Annual Report 2017 £ 121



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
/\\/T\ ﬁﬁ-’% i&% M—JL IIIE

For the flfteen months ended 31 December 2017
HE-_T—+F+-_A=+—HItTHMAA

7. OTHER REVENUE AND OTHER GAINS 7. HWEREMEF

Fifteen

months ended Year ended
31 December 30 September
2017 2016
BE HE
—Z2—t%f ZE—RF
+=-A=+—H hA=+H
It+HEA IEFE
HK$’000 HK$’000
THET FHIT
Other revenue H i 23
Bank interest income RITH EWA 623 833
Other operating income H b g A 823 795
Sundry income HMIBWA - 130
1,446 1,758
Other gains Htt =25
Net exchange gain PE 5 Y s 558 77 21
Total wE 1,523 1,779
8. (LOSS)/PROFIT BEFORE TAXATION 8. MMAI(GIR) &F
Fifteen
months ended Year ended
31 December 30 September
2017 2016
BE HE
—Z2—t%f ZE—RF
+=-A=+—H hA=+H
I+h@EA IEFE
HK$’000 HK$'000
THET FHIT
(Loss)/profit before taxation has been  BEiET (i) &#F T30
arrived at after charging: BrTPIRIBEER
Directors’ emoluments (Note 10) B=Me (MizE10) 11,081 6,043
Salaries, wages and other benefits e TEAREMEFR
(excluding directors’ emoluments) (T@%%%@N(ﬁ) 13,251 8,150
Pension scheme contributions BRREFEHR (TEE
(excluding directors’ emoluments) EEHE) 412 255
13,663 8,405
Auditors’ remuneration Z SN €
Audit services EEHARTS 850 800
Non-audit services FEEFT RS 63 —
Impairment loss recognised on trade B S REKGIA 2 EHER
receivables (Note 16) REBE (KMiEi1e) 1,091 162
Loss on disposal of property, HEWE  BEX
plant and equipment REZEE 168 -
Depreciation of property, Y - BERRETE
plant and equipment (Note 14) (FI3E14) 2,619 1,291
Minimum lease payments under BREAMNNIGHZESE
operating leases in respect of HE 2 HEHREKIE
office premises 9,684 2,801
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fre ISR R

For the fifteen months ended 31 December 2017
HE-_ZT—+F+-_A=+—HItTHMAA

9. TAXATION 30
Fifteen
months ended Year ended
31 December 30 September
2017 2016
BE Bz
—E—tF —E—RF
+=-—R=+—H NA=+H
Ik+haEAR IEFE
HK$’000 HK$’000
FHET FHATT
Current tax: BIHRF 1A :
Hong Kong &5
Provision for the period/year HR N B 3,062 4,260
Over-provision in previous year FEERERE (80) (162)
Current tax expense B ER A 18 A 2 2,982 4,098

Hong Kong Profits Tax has been provided at the rate
of 16.5% (year ended 30 September 2016: 16.5%) on
the estimated assessable profits for the fifteen months
ended 31 December 2017.

Pursuant to the rules and regulations of the Cayman
Islands and the British Virgin Islands (“BVI”), the Group
is not subject to any income tax in the Cayman Islands
and the BVI during the fifteen months ended 31
December 2017.

The subsidiary of the Group established in the PRC is
subject to PRC Enterprise Income Tax on its taxable
income at an income tax rate of 25%,

No provision for the PRC Enterprise Income Tax has
been made as the subsidiary operated in the PRC had
no assessable profits for the fifteen months ended 31
December 2017 (year ended 30 September 2016: nil).

No deferred tax has been provided for as there were no
material differences.

EEMNERIBREBEHEE-_ZT—+tF
+—A=Z+—HI+HR@AZHEEE
FE R FIZ16.5% (HEZZT —NFN
BA=+HILFE 16.5%) W R{EH
B -

BEHESHEREBREXHES ([H
BEZES]) MBAUNRAG  XEH
REEZE-_ZT—ttF+=-A=+—HL
TRHEAEREHERREBERES
RGBT EH -

AEBEFBEKLZ B RRARE
E%ﬁmﬂ&%%%%ﬁﬁi@m¢
B EMSH

HREREZSENHBRARNEE =
Z—+tF+-_A=+—HBIL+hfEAA
I 4 FE AR Bl s A - A Utk 3 8 3 A B b
EMERELEE (BE_F—XRFAH
A=1tHLLEE &)

MR EBRER AL EFTIRE
FERIRRE A -
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For the flfteen months ended 31 December 2017
HE-_T—+F+-_A=+—HItTHMAA

9. TAXATION (Continued) 9.
The income tax expense for the period/year can be
reconciled to the (loss)/profit before taxation per the
consolidated statement of profit or loss and other
comprehensive income as follows:

IR (#8)

B/ FAMSHAES T RERS BN
A {2 M35 R B ET R R BLAT (B
#8) A - HEmT

Fifteen
months ended Year ended
31 December 30 September
2017 2016
- E S Eﬁi
k-l o 3 “T-REF
+=-A=+—-8 NA=+H
IL+5ER LHFE
HK$’000 HK$’000
FHT TAT
(Loss)/profit before taxation RBLAT (B598) /& F (6,290) 28,279
Tax expense at rates applicable to ?;zﬂﬁ% R R EEER R H
profits in the jurisdiction concerned Z R =Gt E R BIER ﬁ (1,044) 4,666
Tax effect of income not taxable BESBBANT BT E
for tax purpose (1,431) (155)
Tax effect of expenses not deductible AAMBRT MR E
for tax purpose 1,070 71
Tax effect of temporary differences TREENHEYE (98) (228)
Tax effect of tax losses not recognised AERZBEEEARBET 2 4,807 127
Tax loss utilised BERAZHERRE (242) (221)
Over-provision in previous year FEEBERE (80) (162)
Income tax expense for the period/year H/ ENMERMAY 2,982 4,098

As at 31 December 2017, the Group has estimated RZEBE—ttHF+_A=+—"H &&E
tax losses arising of approximately HK$6,933,000 B A E 4 245§ T8 E 18 496,933,000
(year ended 30 September 2016: approximately BT(HE—_E—XENA=+HI®E
HK$1,515,000). Tax losses arising in Hong Kong are E 1,515,000 7T) - REBELE 2
available indefinitely for offsetting against future taxable MEGEIERHAMEARNKEEELES
profits of the companies in which the losses arose. FAEEZ AT AR ERBRA
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For the fifteen months ended 31 December 2017
HE-_ZT—+F+-_A=+—HItTHMAA

10. DIRECTORS’ EMOLUMENTS 10. EEM &
Details of the emoluments paid or payable to the HE-_E—tHF+-A=+—H801

Directors during the fifteen months ended 31 December +HREAREBEZE_FE—A"FNLA=T
2017 and the year ended 30 September 2016 are as BEFEE BNENESHMET

follows: BT
For the fifteen months ended 31 December 2017 BE_FT—+tF+-_A=+—HL
+HEA
Salaries,
allowances,
bonuses and Pension
benefit in scheme Total
Fees kind contributions remuneration
g
- 1 RR(3 193 il 3
e EnEd Lig L3 HewsE
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
TET TET TERT TET
Executive directors RTER
Mr. DENG Kui (Chairman) BERE(FR)(R-T—t
(appointed on 6 July 2017) F+ANBEZRE) - 1,470 9 1,479
Mr. LIU Yong Sheng kERE (HERITE)
(Chief Executive Officer) (RZB—+F
(appointed on 28 March 2017) R+ NREZE) - 1,758 = 1,758
Mr. ZHOU Hucheng BRELE (RZE—tF
(appointed on 28 March 2017) ZAZtN\BEZF) - 917 - 917
Mr. LEONG Hing Loong Rudoff REEGE - 2,984 23 3,007
Ms. CHEW Christina Mooi Chong Blitiy e - 3,017 23 3,040
Mr. YANG Yong SBRE(RZF—+F
(appointed on 10 February 2017 “ATREZAR
and resigned on 28 March 2017) RZT—+4&
ZAZTNAEMA) = = = =
Mr. ZHAO Dianging BRELE(R-2—+F
(appointed on 10 February 2017 “AtREZAR
and resigned on 28 March 2017) RZB—t%&
ZRAZ+N\BEE) - - = =
Mr. SHIH Steven Chun Ning BRELE(RZE—tF
(resigned on 10 February 2017) ZAtRE) - 290 8 298
Independent non-executive directors BIAFHTEE
Mr. LIU Gang (appointed on AMEE(RZT—tF
10 February 2017) “ATREZA) 107 - - 107
Mr. YU Haizong (appointed on RERLER-T—LF
10 February 2017) ZR+REZR) 107 - - 107
Ms. AN Yiging (appointed on ZHERT(RZF—tF
10 February 2017) ZR+HEZA) 107 - - 107
Mr. TANG Hamilton Ty BRELE(R_T—+F
(resigned on 10 February 2017) ZRTHE#A) 87 - - 87
Ms. LEE Frank King-ting FHREE (RS2 —+F
(resigned on 10 February 2017) ZRTH#&A) 87 - - 87
Mr. HO Hin Yip (resigned on MiTEEE (R-T—+F
10 February 2017) —AtHET) 87 - - 87
582 10,436 63 11,081
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fre B A5 MR M A

For the fifteen months ended 31 December 2017
HE-F

—tF+=-A=+—HIt+AHEA
10. DIRECTORS’ EMOLUMENTS (Continued) 10. EE#M& (1)
For the year ended 30 September 2016 BE_Z—R"FALA=1+HLEE
Salaries,
allowances,
bonuses and Pension
benefit in scheme Total
Fees kind  contributions  remuneration
He-
A AR Y
we EMEN SEIHR Mo @
HK$' 000 HK$’ 000 HK$' 000 HK$’ 000
FEL FHET THL T
Executive directors RTER
Mr. LEONG Hing Loong Rudoff DERE R E - 2,119 18 2,137
Ms. CHEW Christina Mooi Chong AExt (ER#ITE)

(Chief Executive Officer) - 2,146 18 2,164
Mr. SHIH Steven Chun Ning MIRELAE - 1,004 18 1,022
Independent non-executive BUFRTESR

directors
Mr. TANG Hamilton Ty Fl#ELE 240 - - 240
Ms. LEE Frank King-ting FHRELE 240 - - 240
Mr. HO Hin Yip EIESits 240 - - 240

720 5,269 54 6,043

During the fifteen months ended 31 December 2017 and
the year ended 30 September 2016, no emolument was
paid by the Group to the Directors as an inducement to
join or upon joining the Group or as compensation for

loss of office.

There were no arrangement under which a director
waived or agreed to waive any emoluments during the
fifteen months ended 31 December 2017 and the year

ended 30 September 2016.

RBEE_ZT—tF+T-_A=1+—HL
ThHEARBE-ZT-—R"FAA=T

ALEFEE AEEREREEXMNE
MME  FARNEFNAXREEE

B BFEMAARKENER  KIER
RERBTIEH FHIE

REBEE_ZT—tF+-A=+t—HIt
THEARBE-_ZE—XR"FALA=T
BIEFE YEBEFEREEMTEEN
ERFAEREEAME -
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For the fifteen months ended 31 December 2017
HE-_ZT—+F+-_A=+—HItTHMAA

11. EMPLOYEES EMOLUMENTS AND FIVE 1. EEMERABEESEHF AL
HIGHEST PAID INDIVIDUAL
Five highest paid individuals TEmEHFAL
The five highest paid employees of the Group for the AREEEZ-_ZE—+tF+_A=1+—
fifteen months ended 31 December 2017 included BEtt+tRAEARZEEGEEHEALERE
four (year ended 30 September 2016: three) directors, ME(BE-_E—XNFNLA=THIHF
details of whose remuneration are disclosed above. B ZR)EF HEZHFHFB IR
The remuneration of the five highest paid individuals are EXHEBE ARG HFALIZEFHNS
analysed as follows: T -
Fifteen
months ended Year ended
31 December 30 September
2017 2016
BE HE
—ZE—+tF —E-RF
+=-BA=+—H HNWBE=+H
IE+H@EAR LEFE
HK$’ 000 HK$’000
T#&RT FAT
Directors ! 9,284 5,323
Non-directors FEE 1,063 2,118
10,347 7,441
Details of the remuneration of the above non-directors, HE-_ZE—tHF+A=+—H81
highest paid employees during the fifteen months ended THEAREBEEZE=ZZ—"FLA=T
31 December 2017 and the year ended 30 September H ¢¢r L ESEERSTHFEEZ
2016 are as follows: Ble BT
Fifteen
months ended Year ended
31 December 30 September
2017 2016
BE HE
—Z—+tF —E-RF
+=-BA=+—H AA=+H
IE+AHEAR HEE
HK$’ 000 HK$’'000
T#T FAT
Salaries, allowances and bonuses e R RIEAT 1,048 2,082
Pension scheme contributions LI RPN 15 36
1,063 2,118
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For the fifteen months ended 31 December 2017
BHE-_T—+tF+-_A=+—HIE+AMEA

11. EMPLOYEES EMOLUMENTS AND FIVE 1. EEMERABEESEHF AL
HIGHEST PAID INDIVIDUAL (Continued) ()
Five highest paid individuals (Continued) AgEEEHFALT(E)
The number of these non-directors, highest paid MeBTI@aENHERAFEERSH
employees where remuneration fell within the following, EEZABWNT :

and is as follows:

Number of individuals

A
Fifteen
months ended Year ended
31 December 30 September
2017 2016
BE HE
—Z2—+t% —ET-RF
+=-A=+—H NA=+H
L+aEA LEFE
Nil to HK$1,000,000 £ %1,000,000/% T = 1
HK$1,000,001 to HK$2,000,000 1,000,001/8 7.2
2,000,000/ 7T 1 1
1 2
Senior Management of the Group XEECEREERE
The remuneration of the senior management (other than REEBSREERE (TBEEES) 2H
directors) of the Group are within the following band: MER T EE :
Number of individuals
A8
Fifteen
months ended Year ended
31 December 30 September
2017 2016
8E H=E
—E—tF ZE—RF
+=-B=+—H NA=+H
It+HM@A LEFE
Nil to HK$1,000,000 = %£1,000,000/% 7T = 2
HK$1,000,001 to HK$2,000,000 1,000,001/ T2
2,000,000/ 7T 1 1
1 S
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For the fifteen months ended 31 December 2017

BE_—T—
11.

12.

13.

tFE+-A=+—BL+EEA

EMPLOYEES EMOLUMENTS AND FIVE
HIGHEST PAID INDIVIDUAL (Continued)
Senior Management of the Group (Continued)
During the fifteen months ended 31 December 2017
and the year ended 30 September 2016, no emolument
was paid by the Group to non-directors, highest paid
employees and senior management as an inducement
to join or upon joining the Group or as compensation for
loss of office. None of the non-directors, highest paid
employees and senior management waived or agreed to
waive any emolument during the fifteen months ended
31 December 2017 and the year ended 30 September
2016.

DIVIDENDS

The Directors do not propose any payment of final
dividend for the fifteen months ended 31 December
2017 (year ended 30 September 2016: Nil).

(LOSS)/EARNINGS PER SHARE

The calculation of the basic loss per share for the
fifteen months ended 31 December 2017 is based
on the loss for the period attributable to owners of
the Company of approximately HK$10,193,000 (year
ended 30 September 2016: profit of HK$24,181,000)
and the weighted average number of ordinary shares in
issue of 500,000,000 (year ended 30 September 2016:
500,000,000).

Diluted (loss)/earnings per share for the fifteen months
ended 31 December 2017 and the year ended 30
September 2016 were the same as the basic (loss)/
earnings per share as there were no potential dilutive
ordinary shares outstanding during the period/year.

11.

12.

13.

EEMERERBEHFAL
(¥%)

FEBMZEREERE (&)
RBE-T—tF+-A=+—AL
tREARBE-_Z—AFAA=T
ALEE FEEREALFEE

B = %1 B 8 NS B 32 8 SN AL fa B
T ERREFMANKEE X S
WEMAREENRE  HE/KE
BENHE RBEE_T—tF+=
A=t—BLE+HBEARBE_%

—RENA=TBLFE XEIF
EE B RERSAEEERE
SR EREEAME -

Bz B
EETEARNEBE_T—1tF+=
A=+t—H1E+aEA8 8 ERREA

B (BE-F-—AFAA=STRILEE:
") -
SB(BR) B2

HE_ZT—+tF+-_A=+—81L
THBEAZEBREABEDIENRAR
ﬂ%ﬁAEE%W%E%m1%mm
ErT(BE-Z—X~"FALA=1+HIL
EF-/mfrlJ24,181,ooo/a7t)&E§§

3@ B 2 Hn#E F 15 500,000,0000%
(BE_Z—XR"ELAZ+THLEE:
500,000,0000%) 5+ & -

BE-F-—+tF+-A=+—AL
tERAREE-F AEAA=T
B 2 SRS (BR) / BFIR
SREA(BR) /ANAR - REA
MR, I E R TR
ER -

Annual Report 2017 £ 129



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
K e B R M Bt

For the fifteen months ended 31 December 2017
HE-_T—+F+-_A=+—HItTHMAA

14. PROPERTY, PLANT AND EQUIPMENT 14. Y% - BEREE
Furniture
Office and Motor Leasehold
equipment fixtures vehicles improvement Total
AR HE
N BEkE #e= DREE a8

HK$’000 HK$’000 HK$’000 HK$’ 000 HK$’ 000
TER TET TER TER TER

Cost: BE:
As at 1 October 2015 W-ZE—1%+A—H 2,128 55 5,659 - 7,837
Additions NE 64 - 3,330 - 3,394
As at 30 September 2016 R=ZE—AFAA=THEK
and 1 October 2016 —E-X"%¥t+A-H 2,187 55 8,989 - 11,231
Additions NE 400 - 1,994 2,549 4,943
Disposal & S = (509) - (500)
As at 31 December RZE—-t%
2017 +ZHB=+—-H 2,587 55 10,474 2,549 15,665
Accumulated depreciation: BiHTE :
As at 1 October 2015 RZZE—AF+H—H 1,826 55 4,181 = 6,062
Charge for the year FRTH 197 = 1,004 = 1,291
As at 30 September 2016 Hé:;: NENA=TER
and 1 October 2016 “E-R"%¥1+A-H 2,023 55 5,275 - 7,353
Charge for the period B 137 = 1,420 1,062 2,619
Written back on disposal REERED - - (202) - (202)
As at 31 December 2017 R-Z—t#
+ZB=+-H 2,160 55 6,493 1,062 9,770
Net book value: BmPE:
At 31 December 2017 R-Z2-t%§
+-A=+-H 427 - 3,981 1,487 5,895
At 30 September 2016 WZE-R"ENA=TH 164 - 3,714 - 3,878
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For the fifteen months ended 31 December 2017
HE-_ZT—+F+-_A=+—HItTHMAA

15.

16.

TRADING LICENCE

15. X HER

As at
»
31 December 30 September
2017 2016
—E—t5F ZE—RF
+=B=+—H NWA=+H
HK$’ 000 HK$’000
FEx FAT
Cost of membership for a seat at The £ %L 518 ([B 515 ])
Chinese Gold and Silver Exchange & B & &/ Ak & (M 5£(a))
Society (“CGSE”) (note (a)) 10,000 =

Note:
(a) During the fifteen months ended 31 December 2017, the

Group has acquired ordinary membership of the CGSE from an
independent third party at a consideration of HK$10,000,000.

The above trading licence has indefinite useful life and
was stated at cost less any impairment losses.

TRADE RECEIVABLES

GEE

(a) RBE-_T—+tF+=-A=+—HIt+H
& A HA R - A % B LA10,000,0007% 7T &9
BR—EZBUYSE=-"HKEZESE RS
BEME -

WA £ %2 5 R BRI SR E A A F 8 iz
A BAE DRV E B R SR o

16. B HEI IR

As at
3

31 December 30 September
2017 2016
—E—+tF ZE—RF
+=-A=+—H hWA=+H
HK$’ 000 HK$’000
THET FAT
Trade receivables =0y A &S] 28,602 10,276

The Group’s credit term with its customers is, in
general, 7 to 45 days. The Group seeks to maintain
strict control over its outstanding receivables. Overdue
balances are reviewed regularly by senior management.

AEBETEEPNERB—KRATE
45K o 7K 5% 18 B A% 1 ) B R E R R UK
RE - RREEETNENBNGEH
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K e B R M Bt

For the fifteen months ended 31 December 2017

In determining the recoverability of trade receivables,
the Group considers any change in the credit quality
of the trade receivables from the date credit was
initially granted up to the end of the reporting period.
Accordingly, the Directors believe that there is no further
credit provision required in excess of the provision for

impairment on trade receivables.

BHE-_T—+tF+-_A=+—HIE+AMEA
16. TRADE RECEIVABLES (Continued) 16. BSEIWKFHIE ()
The aging analysis of the trade receivables, based on WEBREHHIHNE S EWRZIENER
the invoice date, are as follows: oM
As at
»®
31 December 30 September
2017 2016
—tf —E—RF
+=RA=+—H hAAZ=+H
HK$’ 000 HK$’000
T#ET T T
Current to 30 days BIER =30k 12,738 1,702
31 — 60 days — 60X 11,773 2,744
61 — 90 days —90K 1,425 789
Over 90 days 90K 2,666 5,041
28,602 10,276
Movement in the provision for impairment loss on trade B 5 EWRIE 2 B EE BRI
receivables, is as follow: T
As at
»®
31December 30 September
2017 2016
—tf ZE-RF
+=ZBA=+—H hA=+H
HK$’ 000 HK$’000
THET FAT
Balance at the beginning of HF R
the period/year - =
Impairment loss recognised on B EWGE Y
trade receivables BERRAEEE 1,091 162
Amount written off as uncollectible B4 85 1 AT U 18] 3RIE (1,091) (162)
Balance at the end of the period/year  Hi 5 K4 - -
Impaired trade receivables ARERSEKRRERA

BETEEZEEFENAREMEE K
SEZREEARMEEZAEER
EHMRLEZREFENEEERN
TREH At E=TRREANE
HE P ERFEREREE - FEL
SERE -
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For the fifteen months ended 31 December 2017
BHE-_T—+tF+-A=+—HIE+AEA

16. TRADE RECEIVABLES (Continued) 16. BHEUHIE (&)

Impaired trade receivables (Continued)

The Group’s policy for impairment loss recognised
on trade receivables is based on an evaluation of
collectability and aging analysis of the receivables
which requires the use of judgment and estimates.
Provisions are applied to the receivables when there
are events or changes in circumstances indicate that
the balances may not be collectible. The management
closely reviews the trade receivables balances and any
overdue balances on an ongoing basis and assessments
are made by the management on the collectability of
overdue balances.

Past due but not impaired

Included in the Group’s trade receivables balances
are debts with carrying amounts of approximately
HK$17,120,000 and HK$8,487,000 as at 31 December
2017 and 30 September 2016 respectively which were
past due at the end of the reporting period.

Age of receivables that are past due but not
impaired

B 5 R IR ()
AEBEHRWREBEZCHEARERS
BBR T ERBERH B KAt HE
Yo R T8 B AT Uk ] 1 A A N R e
I o W i RAEEERKIBEREE
@R N — 5 A W B 4% eR i - RIZE B
RUKBEELEFE EEERETY
EREIRRFESER R EM ARG
fR 0 b B8 HA A5 BR RO AT AR 3 4R S RT
fili o

8 ifi B {8 i #% iRk (8
AEBEBEZRUARELHBE
—E—+E+-_A=+—"HRER_-Z
—RNENLAZTEBEEREED NN
17,120,000/ 7T &8,487,000/% 7T i
WMEBRDBBENER -

a1e

%

&
N

@R 1B 3 Rk (B Z U R IR Z RS

As at
»®

31 December 30 September
2017 2016
—E—t%F ZE—RF
+=-B=+—H NWA=+H
HK$’000 HK$’000
FHET FHETT
Less than 1 month past due B B DR —1{E A 10,919 2,901
1 to 3 months past due BE—Z==1@A 4,288 3,533
Over 3 months past due BEEBE=1EA 1,913 2,053
17,120 8,487

Receivables that were past due but not impaired relate
to a number of independent customers that have a
good track record with the Group. The management
believes that no impairment allowance is necessary in
respect of these balances as there have not been a
significant change in credit risk and the balances are still
considered fully recoverable. The Group does not hold
any collateral over those balances.

EEMEYERENEERREST
HEAKEARHERCENBLEP
ER -ARNGEERRBRRIRBEEANEH U
NERARINESATAZEKE B
It 72 B AR 23 B 7R A 4 R A AR 1 R
BERE AKBYEIZEEHRETE
EEA S -
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For the fifteen months ended 31 December 2017
HE-_T—+F+-_A=+—HItTHMAA

17. AMOUNTS DUE FROM/TO CUSTOMERS

FOR CONTRACT WORK

17. Bl BHREFEVNIER

7
As at
»®
31 December 30 September
2017 2016
—2—tFf ZE-RF
+=-BA=+—H HLA=+H
HK$’ 000 HK$’000
FHET THETT

Amounts due from customers for

contract work

Contract costs incurred plus recognised ﬁﬁ?i,‘zé HIANE
R4 F R B HE R B 18 8,933 7,504
A EH&?DJ?EJ%ZZ HEE

profits less recognised losses

Less: Progress billings received and

BRERSHIERE

receivables (3,926) (6,585)
5,007 919
As at
)3
31 December 30 September
2017 2016
—Z2—tfF§ ZE-RF
+=-RA=+—8H hLA=+H
HK$’ 000 HK$’000
FET FHETT
Amounts due to customers for BRERAHIERE
contract work
Progress billings received and B RN FE 1 2 3 TS K
receivables 22,980 9,434
Less: Contract costs incurred plus o FEFEZ
recognised profits less
recognised losses (22,606) (8,708)
374 726

All gross amounts due from/to customers for contract
work are expected to be recovered/settled within one

year.

As at 31 December 2017 and 30 September 2016,
retention held by customers for contract work amounted
to approximately HK$455,000 and HK$2,189,000

respectively.

AR, R A G TR KA
BB — F RRE R -

RZE—+FE+_A=+—HBEK=Z
—RNFEALAZTH BEFERAHITRE
BHEHRE 2D R4 5455,000 T &
2,189,000 7t °
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BHE-_T—+tF+-A=+—HIE+AEA

18. DEPOSITS, PREPAYMENTS AND OTHER

18. & « M R IA K H fih FE Uy

19.

RECEIVABLES =i
As at
»
31 December 30 September
2017 2016
—E—tF ZE-RF
+=-B=+—H hA=+H
HK$’ 000 HK$’000
THT FET
Deposits Ee 12,252 663
Prepayments TETFRIB 3,614 756
Interest receivables JE U F1| B 23 157
Retention receivables (Note 17) BrEaE (MsE17) 455 2,189
16,344 3,765

As at 31 December 2017, included in the Group’s
deposits mainly comprise reserve fund paid to BAA
who is a non-controlling shareholder of HBA for
aircraft management amounting to approximately
HK$4,680,000 (30 September 2016: HK$ nil) and
deposits paid to subcontractor for construction
work amounting to approximately HK$5,000,000 (30
September 2016: HK$ nil) respectively.

CASH AND BANK BALANCES

Cash and bank balances comprise cash at banks and
cash on hand held by the Group. Bank balances earn
interests at floating rate based on daily bank deposit
rates and is placed with creditworthy banks with no
recent history of default.

R-ZZB—+E+-_A=+—H K&
ErzZesEEaEHplmEE(BEM
N 7 IEER R R) TN RS
P 2 # % E 4 494,680,000 T (=&
—NENA=TH ZTHET) RARER
TESBEE I ZIZ$ 45,000,000
T(CE—XRNENA=FTRH:TBT) °

19. B & & 8B TR R

RehBRITHEKERRTRERALE
BFEFANRS RITEHRRERES
B SR 1T 17 XA R DS ) ) R BREUR B,
Y HERNORBENELNEERLT
RIT ©

As at
"

31 December 30 September

2017 2016

—E—+tF —E—RF

+=-RA=+—H hA=+H

HK$’ 000 HK$’000

T#ET FAET

Cash and bank balances B RBTES 54,495 64,069

Bank deposits (Note) RITE R (B aE) 80,029 90,166
Cash and bank balances in the RAEMBRRIERARNZ

consolidated statement of B e MIRTTH 8
financial position 134,524 154,235

Note:

Deposits with bank carried interest at market rate which was
approximately 0.6% to 1.2% (year ended 30 September 2016: 0.95% to
0.96%) per annum for the fifteen months ended 31 December 2017.

R

RBATZEREMBHINR (RBE_ZT—tF
+Z A=+ ALTHBANAEEF0.6%E1.2%
(BHEZT—X"FNLA=THLFE 0.95%=
0.96%)) &t & °
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For the fifteen months ended 31 December 2017
BHE-_T—+tF+-_A=+—HIE+AMEA

19. CASH AND BANK BALANCES (Continued) 19. IR MR ITHEE ()

Included in cash and bank balances in the consolidated HAGEMBIAARNIES RIBITE
statement of financial position are mainly the following BEZBIE T AR E”“‘?LZIJJH g
amounts denominated in currency other than the BELAON 2 B MG E 2 3B

functional currency of the entity to which they relate:

As at
»

31 December 30 September

2017 2016

—E—t5F —E—RF

+=-A=+—H NA=+H

HK$’ 000 HK$’000

FEx FAET

AUS BT - 211

EUR B 58 42

GBP HgE 21 228

RMB (Note) AR (FFE) 1,758 78

CAD i 1 1

JPY = 88 98

SGD Fronig ot 25 24

1,951 682
Note: B 5T

The amounts in RMB are not freely convertible into other currencies and ARBRIENT B i 5805 H A& I = 556
subject to the foreign exchange control. [ &l o

20. TRADE PAYABLES 20. BHEFMRIA
As at
3

31 December 30 September

2017 2016

—E—+tF —E-RF

+=-B=+—H hA=+H

HK$’ 000 HK$’000

F&x AT

Trade payables B ZEN IR 22,774 6,629
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For the fifteen months ended 31 December 2017
BHE-_T—+tF+-A=+—HIE+AEA

20. TRADE PAYABLES (Continued)
The aging analysis of trade payables, based on the
invoice date are as follows:

20. RS EFFRRIE ()
EORNRBENRSEEZBHZERD
T

As at
w®

31 December 30 September
2017 2016
—E—tF ZE—RF
+=-B=+—H hWA=+H
HK$’ 000 HK$’000
THET T T
Current to 30 days BN =30k 12,502 1,856
31 - 60 days 31—60X 7,384 812
61 — 90 days 61—90X 1,764 483
Over 90 days 90K A 1,124 3,478
22,774 6,629

The credit period on purchases of certain goods and
services is within 7 to 90 days.

ACCRUED EXPENSES AND OTHER

BEETERERBZEEHR/7TEWN
RARA e

21. BRI R K L FE IR

PAYABLES
As at
»®
31 December 30 September
2017 2016
—E—+tF —E—RF
+=B=+—AH hA=+H
HK$’ 000 HK$’000
THET FHETT
Other payables H th JE T 5K I8 178 -
Accrued expenses FEETR 5,545 1,448
Receipt in advances TEW R IE 20,474 -
26,197 1,448

As at 31 December 2017, included in the Group’s
receipt in advances mainly comprise deposits received
from customers for construction work amounting to
approximately HK$16,750,000 (30 September 2016:

HK$ nil).

RZEBE—+E+=-A=+—H 5 A
AEBBUFBIEREREL I
R ITIE®E S #16,750,0008 T (=&
—XNENLA=1+H: TExX) o
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For the fifteen months ended 31 December 2017

BE-_T—+F+-_A=+—B1t+AMAA
22. SHARE CAPITAL 22. B®&
Number of Nominal
Shares value
Bi{n& A mE
HK$’000
FAT
Authorised: EE
Ordinary shares of HK$0.01 each FREEO.0157T 2
ZE AR

As at 1 October 2015,
30 September 2016,
1 October 2016 and

W-E—AHAf¥+HA—H "
—E—-RFEARA=+AH "
_E—,\ﬂi-l-ﬁ HR

31 December 2017 —t¥+=A
E+— H 1,000,000,000
Issued and fully paid: ERITRERE:

Ordinary shares of HK$0.01 each
As at 1 October 2015,

30 September 2016,

1 October 2016 and

31 December 2017

R EE0.018 7.2 ZER

W-E—Af¥+A—H "
—E—XERA=+H
—E—-RE+HA—BHR
—E£—tf£+=-A

23.

=+-8

500,000,000 5,000

SHARE OPTION SCHEME

Pursuant to the share option scheme adopted on 13
August 2015 (“Share Option Scheme”), the Company
may grant share options to any directors, employees,
consultants, customers, suppliers of goods or services
to any member of the Group or any entity in which
the Group holds any equity interests who, in the
sole discretion of the board, have contributed or will
contribute to the growth and development of the
Group so as to provide incentives or rewards for their
contribution to the success of the Group’s operation.

The maximum number of shares which may be allotted
and issued upon the exercise of all outstanding options
granted and yet to be exercised under the Share Option
Scheme and any other share option schemes of the
Company must not, in aggregate, exceed 30% of the
total number of shares in issue from time to time. The
total number of shares in respect of which options may
be granted under the Share Option Scheme and any
other share option schemes of the Company shall not
exceed 10% of the total number of shares in issue as
at the date of listing of the shares unless the Company
obtains the approval of the shareholders in general
meeting for refreshment.

23. lERR g st &
BER-_Z—AF/N\A +EEI%%T<MZ
BAESE ((BREED AR
ﬂfﬂ%%@’f%@’]lau/bﬁaﬂzﬂﬁﬁzﬁ
SEZEEMBERFOERMNANEKE
ERIKE QR RAEE A A RE
MAERNERNEIMNES &8 - FEH -
BEP - Emsk R H W%Tﬁﬁﬁ%ﬂﬁ%*
AR RERAEBELEEXNIELER
RHERZE L@ -

PR 15 B A M 5 8 Je AN 2 AT E A
BREFICREMAEFITENZE
l”:n’5&??@%1&%%%@?@7%Eﬁé&
BTNREERNEE  ARTEEB
$H%E§§ﬂﬁx1"%'§!§5(ﬁ’]30% RIEB
P #E 5 8 Ko A AR AR] E B AR A AT
SR REREMBRERS KRN E
g IAEEENKN ETHEME ET
B EEN10% @ BRIEA R A B R IR
RRE LERRILETF -

138 Royal China International Holdings Limited 2 EI2{ZEHRA S



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

=)
AR

A

= B % 5R B R

For the fifteen months ended 31 December 2017
BHE-_T—+tF+-A=+—HIE+AEA

23.

24,

SHARE OPTION SCHEME (Continued) 23. BIRIERR ()
The total number of shares issued and to be issued P ER121E A B8 A B P % R R A
upon exercise of options (whether exercised or (T BITE SR M ARITE) BT M E
outstanding) granted in any 12-month period to (i) TEBETZRNDBE : ((WRASEE
each eligible participant must not exceed 1.0% of the B2EAEL BT SE8EE FTR
total number of shares in issue; and (i) a substantial MEBEZ1.0%; Ri)fHAARRES
shareholder of the Company or an independent RSB IIENITESED @ BITE
nonexecutive director must not exceed 0.1% of the BREETROBE Z01% K EET
total number of shares in issue and not exceed HK$5.0 HBiB5.08 88T °
million in aggregate value.
The exercise price must be at least the highest of (i) THEEXEZLEORMOARELHE
the closing price of the shares as stated in the Stock EHMRAERERERMAINZHTHE
Exchange’s daily quotation sheet on the date of grant; (iR EZR DB AER S A
(i) the average closing prices of the shares as stated in EHZAEBRAREBRMAI 2 FHEKT
the Stock Exchange’s daily quotation sheets for the five & RiikmhEEzESE °
trading days immediately preceding the date of grant;
and (iii) the nominal value of a share.
The Share Option Scheme has a life of 10 years and will EBRETE 2 FHA10FE  WER—
expire on 12 August 2025 unless otherwise terminated TRAFNATZBEHER BR3E
in accordance with the terms of the Share Option BITIRERERT 8 2GR LE °
Scheme.
From 8 September 2015 (date of Listing) to 31 RZZE—HEFALANB(EMBH#H)E
December 2017, no share option was granted by the —E—tF+ZH=+—8 ' ARQF
Company under the Share Option Scheme. I AR AR B AR R AT &) % (R B AR A o
Details of the Share Option Scheme are disclosed in the BRETE ZFIBNEISE20E[EH
section headed “Directors’ Report” on pages 15 to 29. eHRE]—HEE -
DISPOSAL 24. HE
LCL Deco EREm
The Group disposed of LCL Deco during the year AEBEREBEE-_ZE—-—X<F LA
ended 30 September 2016. On 31 August 2016, Smart “+tHIEFELEESER KT
Builder Holdings Limited (“SBHL”) and an independent —~NF/\NA=+—8 ' Smart Builder
third party entered into a sale and purchase agreement, Holdings Limited ([SBHL]) #— %%
pursuant to which SBHL agreed to transfer the entire NEZHEUEBERZE  BEISBHLE
issued share capital of LCL Deco at the consideration EEAREN10,0008 THES ERH
of approximately HK$10,000 to the independent third EEHEBITRAEETZBEIE=F °
party. As the consideration for the disposal of LCL BREEESERNREDREEE
Deco was based on its net asset value, the disposal of EFEET HEEEnER T ES
LCL Deco did not result in a gain or loss on the Group. BAEBSESETMAER - I AR
Moreover, since LCL Deco was inactive, the disposal of EEEREEFELEE HEHEES
it will not affect the Group’s financial performance and AT e ERERNMIERIA L E
business. % o
() Consideration received (i) BBRKE
2016
HK$’ 000
THET
Total consideration received in cash and NIB & MR & HE YW ER
cash equivalents 2 HBRE 10
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HE-_T—+tF+-A=+—HLt+AEA

24. DISPOSAL (Continued)

24, HE (8)

LCL Deco (Continued) EEEm(E)
(ii) Analysis of asset and liability over which (i) BREHEAZRIEZEERA
control was lost RzRh
2016
HK$’ 000
FHEx
Current asset RENEE
Cash & 19
Current liability REAKR
Accrued expenses FEETR (©)
Net assets disposed of BEHECEEFE 10

(iii)

(iv)

Result on disposal of a subsidiary

(i) HE—RMEBARZHER

2016

HK$’ 000

T#T

Consideration received BRARE 10
Net assets disposed of BHECEEFEAE (10)

Net cash outflow from disposal of a

(IV) EHE FﬁﬂmE’\_]zIﬁ.ﬁuutH

subsidiary B8
2016
HK$’ 000
FHET
Total consideration received B BRAE 10
Less: Cash and cash equivalents balances B BEHECHEeRES
disposal of LB (19
Net cash outflow from disposal of a subsidiary HE—RHRBARZ
ReEmLFE 9)

25. CHANGE IN OWNERSHIP OF SUBSIDIARY

On 12 July 2017, Smart Empire, an indirect
wholly-owned subsidiary of the Company, BAA and
HBA, an indirect wholly-owned subsidiary of the
Company, entered into a subscription agreement,
pursuant to which Smart Empire and BAA shall
subscribe for, and HBA shall allot and issue, 5,099,999
shares and 4,900,000 shares, respectively, at the
aggregate subscription price of HK$5,099,999 and
HK$4,900,000, respectively. Upon completion of the
share subscription, the Group’s equity interests in
HBA were reduced from 100% to 51%, resulting in an
increase in non-controlling interests of approximately
HK$4,170,000 and an increase in other reserve of
approximately HK$730,000.

25. B LTRSS
RZFE—tFEA+T=ZH HEIRIK
(BARRIzZHAEZENBRAR) « &2
Hﬁ%&%ﬂﬁﬁ%%(%zﬁﬁﬂzmﬁ%%
BWB AR ST URBHZE Bt B
B IR EK K 90 B 5 Bl LA5,099,9997% 7T &
4,900,000 T2 BRBERE M=
A T 4 15 5 Bl 1A 55 B0 3R BR K% 25 B A
2% K ¥ 175,099,9994% 2 4,900,0008%
B - RRABRESFTETKE ~&EER
EMATEEAKAEZRZE H100%8E E
51% + < FEFE B% % 2= 32 10 494,170,000
P8 7T K B Ath 5 5 2 N #9730,000%8 7T ©
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For the fifteen months ended 31 December 2017
HE-_ZT—+F+-_A=+—HItTHMAA

26. PARTICULARS OF SUBSIDIARIES 26. B2 EIET
(@) Particulars of the principal subsidiaries as at 31 (a) E’;\:%*‘tiJr:ﬂ =+—HB=
December 2017 are as follows: EMBAR BT ¢
Issued and Proportion of
Class of fully paid  ownership interest and
share/ share capital/ voting rights held
Place of registered registered or by the Company Principal activities
Name of Company incorporation capital held  paid-up capital Directly  Indirectly and place of operation

ERTR  FLUFRRAERMR
iR BRERE/ RErEzHLA

LEER HRMBINE BA/EMEF  ERRGREF E& M TERBREEHE
% %
SBHL BVI Ordinary 1 share of 100 - Investment holding,
RERLEE LER US$1 each Hong Kong
1RERIETRA REBR FE
LCL Construction Limited Hong Kong Ordinary 200,000 shares - 100 Provision of design, fit out
&5 TER of HK$1 each and decoration services,
200,0008 Hong Kong
BRIBTRA RERE  RERKHR
&k
LCL Design Limited Hong Kong Ordinary 200,000 shares = 100 Provision of design, fit out
i LER of HK$1 each and decoration services,
200,000% Hong Kong
BRIATRA R REREHRS
&k
LCL Interior Limited Hong Kong Ordinary 200,000 shares = 100 Provision of design, fit out
&b @R of HK$1 each and decoration services,
200,0008% Hong Kong
BRIATRSR RERT  REREHRY -
5
LCL China Limited Hong Kong Ordinary 10,000 shares - 100 Provision of design, fit out
A AR of HK$1 each and decoration services,
10,0008 Hong Kong
BRIBTRA RERE  RERKHR
&k
LCL Limited Hong Kong Ordinary 100 shares of = 100 Provision of design, fit out
s LER HK$1 each and decoration services,
1005 Hong Kong
§R1BTR REFT  REREHRHE -
&k
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For the fifteen months ended 31 December 2017
HE-_T—+F+-_A=+—HItTHMAA

26. PARTICULARS OF SUBSIDIARIES

(Continued)
(@) Particulars of the subsidiaries as at 31 December
2017 are as follows: (Continued)

@ WZE
BB A

26. Bt /B 2 BRI RE1E (#8)

—tE+A=+—HB=
BlZFIBMT

(&)

Issued and Proportion of
Class of fully paid  ownership interest and
share/ share capital/ voting rights held
Place of registered registered or by the Company Principal activities
Name of Company incorporation capital held  paid-up capital Directly Indirectly  and place of operation
BETR FoFRRRAEED
Fiis i BERF/ REARULA
kL ERMBINE BA/HMEF  HRRGREF E& M TERBREEHE
% %
LCL Decoration Limited Hong Kong Ordinary 100 shares of = 100 Provision of design, fit out
BE LER HK$1 each and decoration services,
100 Hong Kong
BB TR R RERKHRY
&k
LCL Architects Limited Hong Kong Ordinary 3 shares of - 100 Provision of design, fit out
HARREMERAF i TiEk HK$1 each and decoration services,
SRERIBLRA Hong Kong
ARG - REREHRE -
i

Thousand Profit BVI Ordinary 1 share of 100 - Investment holding,
International Limited RERUEE LRR US$1 each Hong Kong
(Note (i) 1RERIZTRH RARK &

TRERERAA
GE)

Himalaya Business Hong Kong Ordinary 10,000,000 shares - 51 Provision of aircraft
Aviation Limited BE EER of HK$1 each management services,
(Note () 10,000,0008% Hong Kong

ERARABMTER BRIATRNR RENBERRE B4
2 (W)

Royal China Decoration Hong Kong Ordinary 10,000 shares of - 100 Provision of construction and
Engineering Limited ¥ L@k HKS$1 each ancilary services,

(Note () 10,0000 Hong Kong

SHEHTRABAR FRIETRA RUERZREERE  F4
(R3E)
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For the fifteen months ended 31 December 2017

BE_—T—
26.

tFE+-A=+—BL+EEA

PARTICULARS OF SUBSIDIARIES

(Continued)

26. Bt /B 2 R RE 1S (#8)

(@) Particulars of the subsidiaries as at 31 December
2017 are as follows: (Continued)

(a)

—F —

— =

0

BRRAZHRBWET :

+E+ZA=+—H8H

(&)

Issued and Proportion of
Class of fully paid  ownership interest and
share/ share capital/ voting rights held
Place of registered registered or by the Company Principal activities
Name of Company incorporation capital held  paid-up capital Directly  Indirectly  and place of operation
BRITR  FoEmEREHEER
Fis iR BERE/ REAREULA
NEER EMAIHE B /EMEx  ERAMRERS Ef ME TERBREEHE
% %

Royal China Bullion Hong Kong Ordinary 6,000,000 shares - 100 Trading of precious metal,
Investment Limited &5 TR of HK$1 each Hong Kong
(Note (i) 6,000,000% E¢BEE BA

EPEERERRAA BRIBTRR
GE)

RE SHER RS the PRC Registered capital  Registered capital S 51 Provision of aircraft
AR AR () P HMER RMB1,000,000 management services, the

HMERARE PRC
1,000,000 RERBRERRE -+

Royal China International Hong Kong Ordinary 10,000,000 shares = 100 Provision of financial
Asset Management BE EER of HK$1 each services, Hong Kong
Limited (Note () 10,000,000 RECRRS BE

SHEREEER FRIETRA
BRAR (HzH))

Royal China International Hong Kong Ordinary 1 shares of - 100 Provision of aircraft leasing
Aircraft Leasing Limited &% ERR HK$1 each and ancillary services,
(Note (i) 1RERIBETRR Hong Kong

EHERAREEARAT REREAE REERT -
(RtzE) &k

Note: B & -

(i) These companies were incorporated during the fifteen (i) WERRRBE=ZE—tF+=

months ended 31 December 2017.

A=+—BL+A@EARZEMAKL
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For the fifteen months ended 31 December 2017
HE-_T—+F+-_A=+—HItTHMAA

26. PARTICULARS OF SUBSIDIARIES 26. BTN ()
(Continued)
(b) Details of non-wholly owned subsidiary that has b) BEAFZERERIIEZENE

material non-controlling interests: B2 FIE
The table bglgw shows details of the non-wholly- TEBEREASAEERES T A
owned subs.|d|alry of the Group that have material E@IEREWMBAT T B
non-controlling interests:

Place of Proportion of ownership

incorporation interests and voting Profit allocated to Accumulated

and principal rights held by non- non-controlling non-controlling
Name place of business controlling interests interests interests

FRRELRER IET

ERBINER ZFRREGER FHRED

1) TEERNY e FA Z&#l RUERRED
As at Fifteen As at
R months ended  Year ended R
31 December 30 September 31 December 30 September 31 December 30 September
2017 2016 2017 2016 2017 2016
BE HE
ZB-tF  ZE5E

¥-t¥F  -T-5F TSRSt WACTE Z8-tE CEAF
tZAZt-R  AA=TE LTEMEA 5% +=AZt-B hA=tH
% % HK$'000 HK§'000 HK$'000 HK$'000

TR TAL TER TiEn

Himalaya Business Aviation

Limited Hong Kong

ERURABMERRAA BA 49 NATEE 958  NATEE 5121 NATRER
Summarised financial information in respect of FASBEERNEERERZIEERE
each of the Group’s subsidiary that has material WBAezHBERBEESI W
non-controlling interests is set out below. The T UTHBERBMEEREER
summarised financial information below represents NEIEMEER 2 258 o

amounts before intragroup eliminations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ARA E?T R I ot

For the flfteen months ended 31 December 2017
HE-_ZT—+F+-_A=+—HItTHMAA

26. PARTICULARS OF SUBSIDIARIES

(Continued)

26. Bt /B 2 R RE 1S (#8)

(o) Details of non-wholly owned subsidiary that has (b) ﬁij{;ﬂz BiEm 2 FEEEHE
material non-controlling interests: (Continued) NRZEFEE (|
Himalaya Business Aviation Limited ERNRLABEREZRRALE
As at
R®
31 December
2017
—Z—tf
+=R=+-H
HK$’000
TET
Current assets MEEE 29,686
Non-current assets FRBEE 1,863
Current liabilities nBEE (21,085)
Non-current liabilities ERBEE -
Equity attributable to owners KATER AR ER
of the Company 5,337
Non-controlling interests FERER 5,127
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Kr e B R M At

For the fifteen months ended 31 December 2017
BHE-_T—+tF+-_A=+—HIE+AMEA

26. PARTICULARS OF SUBSIDIARIES 26. BB A TS (8)
(Continued)
(o) Details of non-wholly owned subsidiary that has b) BERFEBRERZIIEZTENES
material non-controlling interests: (Continued) RNARZEFEE (|
Himalaya Business Aviation Limited EFNBABMEARAT (W)
(Continued)

Fifteen
months ended
31 December

2017
BE
ZE—tf
+ZB=+-H
Lt+Ef@EA
HK$’ 000
TéET
Revenue WA 20,041
Profit for the period B F1 465
Loss attributable to owners of the Company KRR R #EE AELER (493)
Profit attributable to non-controlling interests 3% R4 25 & 15 3% 71 958
Profit for the period HA R 465
Other comprehensive income attributable to KD A EA A MG E 2 E R
owners of the Company =
Other comprehensive income attributable to  3EEARE 2 FE(G H 0 2 B U
non-controlling interests -
Other comprehensive income for the period BRI E i 2 E Uk -
Total comprehensive loss attributable to ARRFEEANELZABREER
owners of the Company (493)
Total comprehensive income attributable to  FFFE AR ER FE(E 2 E RS 258
non-controlling interests 958
Total comprehensive income for the period B2 E Uk z5 258 465
Dividends paid to non-controlling interests BRI R R 2R =
Net cash outflow from operating activities Ry HERHFE (19,128)
Net cash outflow from investing activities REBB R ML FE (796)
Net cash inflow from financing activities BEEH CREMAFE 25,131
Net cash inflow RERAFE 5,207
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

fre ISR ot

For the fifteen months ended 31 December 2017
BHE-_T—+tF+-A=+—HIE+AEA

27. STATEMENT OF FINANCIAL POSITION
AND RESERVES MOVEMENT OF THE
COMPANY
(a) Statement of Financial Position of the

Company

27. FLXFZMBERRR R G W

(@) FL2FZMBRAR

31 December

30 September

2017 2016
RIE—EF RZZT—RF
+=-B=+—H NA=+H
Notes HK$’ 000 HK$’000
B 5 TH#T FAT
Non-current asset EREBEE
Property, plant and equipment %% -« lE L&k E 1,487 —
Interests in subsidiaries LI NGIPA - X - -
1,487 =
Current assets mENEE
Prepayments and AR RIE R EAM
other receivables JE YL R I8 1,925 246
Amounts due from subsidiaries J& U B & A 8 718 15,624 3,347
Cash and bank balances Be RIRITAEER 82,070 111,085
99,619 114,678
Current liabilities mERAE
Accrued expenses fEEtR X 2,590 991
Amounts due to subsidiaries  JETBT B A B IE 8,424 349
11,014 1,340
Net current assets mENEERE 88,605 113,338
Total assets less HEER
current liabilities mBAR 90,092 113,338
Net assets HEPRE 90,092 113,338
Equity i E ]
Share capital A% A< 5,000 5,000
Reserves 18 27(b) 85,092 108,338
Total equity attributable to ZF2THEA
owners of the Company EihdefEzs 90,092 113,338

Approved and authorised for issue by the board of

directors on 23 March 2018.

On behalf of the board

DENG Kui
HE
Director

EF

RZE—NEF=ZAZ+=REEFT

B R R AE T o

RREFS

LEONG Hing Loong Rudoff

REE

Director

EF
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
K e B R M Bt

For the fifteen months ended 31 December 2017
BHE-_T—+tF+-_A=+—HIE+AMEA

27. STATEMENT OF FINANCIAL POSITION 27. XA TFIZHMEBERAET R # B
AND RESERVES MOVEMENT OF THE 885 (8)
COMPANY (Continued)
(b) Reserves movement of the Company (b) FLFZHEBES
Share Accumulated
premium loss Total
Bz RE RGN Ha
HK$’000 HK$’'000 HK$’000
THET THET FHET
As at 1 October 2015 RZE—RF+A—H 109,834 (1,242) 108,592
Loss and total comprehensive  FREE R EEBAE
loss for the year - (254) (254)
As at 30 September 2016 RZE-—R"FNA=TH
and 1 October 2016 ER-E—-RE+A—H 109,834 (1,496) 108,338
Loss and total comprehensive ~ ERNEIE Kk 2 H G145
loss for the period - (23,246) (23,246)
As at 31 December 2017 R-E—+t%
+=-AR=+—H 109,834 (24,742) 85,092
Note: B3
The loss attributable to owners of the Company is dealt with in REARNRMBEHREANRBEZARREE AEILES
the financial statements of the Company to the extent of losses of B AEIE24,742,0008 L (BE=T—~F A
approximately HK$24,742,000 (year ended 30 September 2016: =+ HIEFE - 41,496,000 7T) °
approximately HK$1,496,000).
28. OPERATING LEASE COMMITMENTS 28. EEHBARIE
The Group as lessee XEREEESEBA
The Group entered into commercial leases on certain Z’K LS /?iﬁ =T ji > 3 :A BFRES
land, office buildings and directors’ quarters. These FREAILTAFEHEE ,f% gr Tﬁ ¥
leases have an average life of 2 years. None of the REMF  HER TR SHAEE -
leases include contingent rentals.
At the end of reporting period, the Group had total Eé\i& %;ﬁﬁ X $ SEREA fﬁy iﬁ Z
future minimum lease payment under non-cancellable RMEMEFAREN 2 &EMEREE
operating lease falling due as follows: LU
As at
3
31 December 30 September
2017 2016
—E—tF ZE—RF
+=—B=+—H hAA=+AH
HK$’ 000 HK$’000
THET FHET
Within one year —F A 10,912 2,038
In the second to fifth years inclusive F_FEERF
(BIEERME) 2,438 -
13,350 2,038
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B B 7% R B of

For the fifteen months ended 31 December 2017
BHE-_T—+tF+-A=+—HIE+AEA

29. MATERIAL RELATED PARTY 2. EERBARXS
TRANSACTIONS
Disclosed elsewhere in the consolidated financial BV BERERIAEEREEIN K&
statements, the Group had entered into the following BN FRERE AT TER
material transactions with related parties during the X5
period/year:
(a) Transactions with related parties (a) HRBEARIILZER S
Fifteen
months ended Year ended
31 December 30 September
2017 2016
#E HZE
—E—tF —E—RF
+=-B=+—H NA=+H
Ik+HBEA IEFE
HK$’ 000 HK$’000
FEx FAT
Rental expense paid to Well SN TREBRAFZ
East Limited (Note (a)) e (KsE@) 66 53
Rental expense paid to Pacific XNTERBRARZ
East Limited (Note (b)) & 5 (M5Eo) 1,824 1,459

Rental expense of the directors’ Xt ¥R % MER
quarters paid to World Pioneer NEIZEZFEEMEE

Asia Limited (Note (c)) = (FfEE(c)) 1,857 1,486
Design and/or decoration service B 355N B R A 7

income received from World WE Z R st N /S 4

Pioneer Asia Limited (Note (c)) AR 7 W A (B 5E(c)) = 350

Aircraft management expenses ST A EE R
paid to BAA Jet Management NAEIZ RETE R

Limited (Note (d)) (B 3E(d)) 13,009 -

Commission income received B2 EERBRIER

from Royal China Group BRABKRZAE
International Holdings Limited WA (M3 (e))
(Note (e)) 7,735 -

Service income received from BRERERRAT

Lucky Huge Investment U ER 2 AR S U A
Limited (Note (e)) (Mt 5E(e)) 234 =

Notes: B &

(@) Mr. LEONG and Ms. CHEW are the common directors and (a) REERBALTARARFARRBEARA
shareholders of the Company and Well East Limited and AIZARESERREAMBEER T —F
they ceased to be shareholders of the Company on 20 TZAZTHETBRADARRE -
December 2016.

(b) Mr. LEONG is the common director and shareholder of the (o) REERBANERBEABRABZHARAE
Company and Pacific East Limited and he ceased to be ERBRRMERN_F—A"F+-_A=+H
shareholder of the Company on 20 December 2016. ETHAARARE -

©) Mr. LEONG and Ms. CHEW are the common directors (c) REGERBLTHBARFRBHRDMNE
and shareholders of the Company and World Pioneer RAFZAFREFERBREMBEER_-F
Asia Limited and they ceased to be shareholders of the —RNETZAZ+HETBAEARARRE -
Company on 20 December 2016.

(d)  The transaction constitutes continuing connected (d) AAXSHKEMRAE +OATIET 2
transaction under Chapter 14A of the Listing Rules. Please REMELS - NHLHEEERE]IN
also refer to “Continuing Connected Transactions” under [FHEEERS ] —8 -

“Report of the Directors”

() National Business Holdings Group Co. Limited is the (e) Bt S EBRAAARAREEFE
common shareholder of the Company and Royal China EEEERERATIRBEREGRAA
Group International Holdings Limited and Lucky Huge MERKRE -

Investment Limited.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
K e B R M Bt

For the fifteen months ended 31 December 2017
HE-_T—+tF+-A=+—HLt+AEA

29. MATERIAL RELATED PARTY 2. EERBARXS (88)
TRANSACTIONS (Continued)
(b) Key management personnel b) EEEBARTM
compensation
Remuneration for key management personnel, TEEEAEMNE  BRENTE
including amounts paid to the Directors and ErAETESHFES 2RE (@A
certain of the highest paid employees, as MIFE1ORI1FR#E5R) AT

disclosed in Notes 10 and 11 are as follows:

Fifteen
months ended Year ended
31 December 30 September
2017 2016
BE H=E
—Z—+tF —E—XF
+=RA=+—H NWA=+H
IE+AEA IEFE
HK$’ 000 HK$’'000
FHET FE T
Fees we - =
Other emoluments, salaries EMie  Fek
and other benefits H A g 11,484 8,901
Pension scheme contributions RIS ETEIME K 78 109
11,562 9,010
30. APPROVAL OF THE CONSOLIDATED 30. HEFEMBEE
FINANCIAL STATEMENTS
The consolidated financial statements were approved rEeaMBRER_ZE-N\NF=A
and authorised for issue by the board of directors on 23 T CAKEEeHERBETE -
March 2018.

150 Royal China International Holdings Limited 2 E 2 HRA S



FINANCIAL SUMMARY
B T5 2

A summary of the published results and of the assets,
liabilities and equity of the Group for the fifteen months ended
31 December 2017 and the four years ended 30 September

AEBRBE_T—tF+-_A=1T—HLE
THEEARBE-T—R"FAA=THLHN
BEENCHNEXENEE  AEARER

is as follows. N
Fifteen
months
ended 31
December
2017
ES
—E—+tF Year ended 30 September
+=A BEEAA=THLEE
=+—HI 2016 2015 2014 20183
+3EAR —E—RF —E—HF —E-WNF —T—=F
HK$’000 HK$’'000 HK$’000 HK$’'000 HK$’000
Results & TET FET FHT FET FHT
Revenue U 55 157,397 116,021 159,527 113,786 183,429
(Loss)/profit before income & 8K 71 (£518) /
tax i ) (6,290) 28,279 25,053 28,107 28,948
Taxation #m (2,982) (4,098) (4,103) (4,756) (5,613)
(Loss)/profit for the B E£h(ER),
period/year B F (9,272) 24,181 20,950 23,351 23,335
Attributable to: {578 -
Owners of the Company AARIEA A (10,193) 24,181 21,255 23,200 23,216
Non-controlling interests ~ 3E1% fR 4 2% 921 - (305) 151 119
(Loss)/profit for the B E£h(ER),
period/year B F (9,272) 24,181 20,950 23,351 23,335
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FINANCIAL SUMMARY

XA +AT oh
E?f 177 Wu =
As at 31
December
2017
»® As at 30 September
—E—tf BhRA=+H
+=A 2016 2015 2014 2013
=t+—-8 —T—X"F —T—RHF —T-—NF —T—=F
HK$’000 HK$’'000 HK$’000 HK$’'000 HK$’000
THET FHET FHET FHET FHET
Assets gE
Non-current assets FERBEE 15,895 3,878 1,775 2,830 4,029
Current assets TEBEE 185,692 169,195 162,434 81,207 92,618
Total assets BEHE 201,587 173,073 164,209 84,037 96,647
Liabilities afR
Current liabilities mEaE 49,345 16,460 31,777 33,539 66,510
Total liabilities BELE 49,345 16,460 31,777 33,539 66,510
Net assets BEBRE 152,242 156,613 132,432 50,498 30,137
Capital and reserves EX R
Share capital e 5,000 5,000 5,000 621 611
Reserves fE 142,151 151,613 127,432 47,423 26,223
Equity attributable to RARIEE A
owners of the Company  JE{GHEzs 147,151 156,613 132,432 48,044 26,834
Non-controlling interests ~ FE#E i 25 5,091 - - 2,454 3,303
Total equity g 152,242 156,613 132,432 50,498 30,137
Note: B 3E -

The summary of the consolidated results of the Group for each of the two years AEBEBREEZE T —=FR-_FT—HWNFNA=THIM
ended 30 September 2013 and 2014 and of the assets, liabilities and equity EAFEEFHNEFEAEERNR _T—=FR-_ZT—NFh
as at 30 September 2013 and 2014 have been extracted from the Company’'s HA=THHEE BELRERBEDNHHEE AR ABEH
prospectus dated 21 August 2015, ABZE-—RAFENAZT+—BZBRER-

The summary above does not form part of the audited consolidated financial ~ il Z W NEK KB REEMBREN—HH -
statements.
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