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Dear Shareholders,

I am pleased to present my first Chairman’s statement to our
shareholders the annual report of Softpower International Limited
(the "Company”) and its subsidiaries (collectively the “Group”) for
the year ended 31 December 2018, having assumed the role of
Chairman on 30 March 2018.

FINANCIAL RESULTS

The Group's revenue for the year ended 31 December 2018
decreased by 17.3% to HK$538.2 million (2017: HK$650.5
million). The gross profit margin was approximately 27.4% for
the year ended 31 December 2018 (2017: 32.2%). The profit
attributable to equity shareholders was HK$26.0 million for
the year under review (2017: HK$74.9 million), representing a
decrease of approximately 65.3% over last year. Basic earnings
per share was HK1.95 cents (2017: HK5.62 cents).

FINAL DIVIDEND

The Board of Directors of the Company does not recommend a
final dividend for the year ended 31 December 2018 (2017: Nil).

BUSINESS REVIEW

2018 was a challenging year. As mentioned in 2018 interim
results, we encountered supply shortage and other factory issues.
The supply of ductile iron pipes was affected by the PRC factories
temporarily stopping production even though we had increased
the stock level towards the end of 2017. This shortage delayed our
delivery of products to fulfill our customers’ needs. Against this
backdrop, the Group's revenue and performance were affected.

For the year ended 31 December 2018, the Group recorded a
decrease of 17.3% in revenue of approximately HK$538.2 million
(2017: HK$650.5 million). We enjoyed strong growth in the
preceding years from the infrastructure projects such as MTRC
Express Rail Link projects in Hong Kong and Hong Kong-Zhuhai-
Macao Bridge Hong Kong Boundary Crossing Facilities projects.
As most of the large infrastructure projects in Hong Kong have
recently been completed, our revenue returned to a normal level.
Though our performance was not as strong as last year, we still
achieved satisfactory results during the year under review.
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Chairman’s Statement
TEHRE

Notwithstanding the challenges faced by the Group, we will
continue to review our business strategies and adopt measures to
improve our operational efficiency in order to minimize inventory
holding costs. In addition, it is our commitment to provide high
quality products and reliable customer services to our customers.

FUTURE PROSPECTS

Going forward, the Group will focus on its core business of
supplying pipes and fittings in Hong Kong and Macau. As our
main operating subsidiary, Bun Kee (International) Limited
has been established in Hong Kong over 70 years, we have
accumulated extensive experience and a solid position in supplying
of pipes and fittings. We will remain focused on managing
operating costs and improving operational efficiencies.

As supported by Hong Kong Government’s aim to supply more
public housing in the coming years, the prospects of construction
industry in Hong Kong remain positive. As such, this will drive
the solid demand of our pipes and fittings products. We remain
cautiously optimistic about the future prospects of the Group and
our core business.

APPRECIATION

In closing, | would like to take this opportunity to express my
deepest thanks to our shareholders, customers, suppliers and
banks for their continuous support. | would also like to thank
our Directors, management team and employees for their
commendable efforts and valuable contribution to the Group over
the years. Your dedicated support is the driving force behind our
achievements.

Lai Fulin
Chairman

Hong Kong, 25 March 2019
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The business of the Group was commenced in 1949 as a pipe’s
retail shop. Now the Group has developed into a sizeable
company and become a listed company in the main board of The
Stock Exchange of Hong Kong Limited on 21 December 2000. We
root in Hong Kong 70 years and are the mainstay of the industry.

The principal business of the Group is the importing and selling
of a comprehensive range of pipes, fittings and other related
accessories of different materials, applications and brand names
in Hong Kong by Bun Kee (International) Limited (“Bun Kee").
Sales of the Group’s products are conducted either by wholesale
or retail sale. We offer quality goods storage and logistic services
for local main contractors and landlords. Throughout the years,
the Group has supplied quality piping materials to many landmark
projects in Hong Kong, Macau and Mainland China.

The mission of the Group is to provide high quality products to
the customers and serve with value-added and excellent customer
services.

In attaining the above, we provide “one-stop-shop” platform that
provides high quality and a variety of pipes and fittings that readily
available to our customers in ways that meet their needs and
exceed their expectations.

Whenever you think pipes and fittings, think Bun Kee.

Mission and Strategy
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Management Discussion and Analysis

EEEFNWR DM

BUSINESS OVERVIEW AND FINANCIAL
PERFORMANCE

The Group is a leading provider to the construction sector offering
a wide range of pipe (including copper tube, stainless steel and
steel pipes) related products, fittings, comprehensive services
and solutions to the contractors, designers, consultants and
government agencies in Hong Kong and Macau.

The Group's core business mainly operated through our flagship
subsidiary, Bun Kee (International) Limited, a well-established
company with a long history. Starting from a small retail shop,
we grew up to a company listed in Hong Kong. We have become
one-stop supplier of a comprehensive range of pipes and fittings.
The Group has built a good reputation for the pipes and fittings
business in Hong Kong and Macau. We have established a stable
major customer base and suppliers over the years.

The Group faced a challenging environment in 2018 due to the
unfavorable market conditions as well as the intense competition
in the market. In our last annual report, we mentioned the
business challenges that the Group would have to contend during
2018 such as rising staff costs, increasing material costs and
maintaining quality of products. After a stellar performance in
2017, our revenue and profit were affected by the moderating
sales in 2018. The Group's revenue amounted to HK$538.2 million
(2017: HK$650.5 million), representing a decrease of 17.3%. The
profit attributable to equity shareholders was HK$26.0 million
for the year ended 31 December 2018 (2017: HK$74.9 million),
representing a decrease of 65.3%.

Apart from focusing on our core business in Hong Kong, as
reported in previous reports, we have been seeking opportunities
to diversify our business. In August 2018, the Group acquired
a 66.7% shareholding interest in &M A T LR FR A 7
(Guizhou Zhongguan New Energy Limited*) which is engaged
in biomass pellets fuel products business. These biomass pellets
are relatively cleaner fuel than other traditional fuel such as
coal. The acquisition enables the Group to explore new business
opportunity in the field of biomass pellets fuel. This was a newly
start-up company and we acquired the equity interests through
a capital injection of RMB10,000,000. This new subsidiary was in
its initial stage of development and the turnover contribution was
insignificant in 2018.

*  For identification purpose only
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Management Discussion and Analysis

The Group’s selling and distribution costs amounted to
approximately HK$20.8 million in 2018 (2017: HK$23.5 million), a
decrease of about 11.5% year-on-year. The decrease was mainly
attributable to the decrease in transportation costs, consultancy
fees and sales commission. The Group’s general and administrative
expenses amounted to approximately HK$113.0 million in 2018
(2017: HK$112.0 million), representing a slight increase of about
0.9% year-on-year. Such an increase was primarily attributable
to the increase in rental, professional fees and depreciation and
partially offset by the decrease in employee benefits expenses.

In 2018, other net gains were about HK$4.3 million (2017:
HK$2.6 million) The increase was mainly attributable to the
reversal of provision for customer claim during the year. Finance
income, mainly interest income from a loan to a related party, was
fairly stable as compared to last year. Finance costs also decreased
mainly attributed to the early settlement of trust receipt loans. As
finance income outpaced costs, we recorded net finance income
of HK$8.1 million (2017: HK$8.1 million).

OUTLOOK

The Group is mindful of the challenges we face in the ever-
changing market environment. In order to drive our growth of
revenue and profit, we will continue to strengthen our overall
competitiveness and extend our leading position in our core
business.

LIQUIDITY AND CAPITAL RESOURCES ANALYSIS

As at 31 December 2018, the cash and bank balances of the
Group were approximately HK$161.1 million (2017: HK$183.6
million) including pledged bank deposits of HK$31.0 million
(2017: HK$37.0 million). Basically the Group’s working capital
requirement has been financed by its internal resources. The funds
generated from operations and the available banking facilities will
enable the Group to meet its future working capital requirements.

As at 31 December 2018, the Group had aggregate banking
facilities for trade finance of approximately HK$265.7 million
(2017: HK$289.2 million), approximately HK$62.8 million (2017:
HK$88.3 million) was utilized. The Group's total borrowings stood
at approximately HK$57.4 million (2017: HK$70.5 million), the
entire amount of borrowings for both years end will mature within
one year.
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Management Discussion and Analysis

EEEFNWR DM

The entire amount of borrowings outstanding as at 31 December
2018 was approximately HK$57.4 million (2017: HK$70.5 million).
20% (2017: 26%) and 80% (2017: 74%) of borrowings were
subject to floating and fixed rates respectively.

The gearing ratio as measured by total bank borrowings to total
equity was approximately 10.6% as at 31 December 2018 (2017:
13.8%).

As at 31 December 2017 and 2018, the entire amount of the
Group's borrowings was denominated in Hong Kong dollars.

The Group conducts its business transactions mainly in Hong Kong
dollar, Macau Pataca, Renminbi and United States dollar. In order
to manage foreign exchange risk, the Group has been closely
monitoring its foreign currency exposure and will arrange for any
hedging facilities if necessary.

CHARGE ON ASSETS

As at 31 December 2018, certain bank deposits and certificate of
deposit held by subsidiaries of the Group with aggregate carrying
amounts of approximately HK$31.0 million (2017: HK$37.0
million) and HK$10.0 million (2017: HK$10.0 million) respectively
were pledged to banks for banking facilities.

CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities as at
31 December 2017 and 2018.

COMMITMENTS

As at 31 December 2018, the Group had outstanding
commitments in respect of future minimum lease payments under
non-cancellable lease of approximately HK$188.6 million (2017:
HK$213.1 million).

As at 31 December 2018, the Group did not have any outstanding
commitments in respect of acquisition of motor vehicles (2017:
HK$1.2 million).
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Management Discussion and Analysis

STAFF AND REMUNERATION POLICY

As at 31 December 2018, the Group employed a total of 186
employees (2017: 177). Total employee benefit expenses for
the year ended 31 December 2018 was approximately HK$72.3
million (2017: HK$80.2 million).

Remuneration policy is reviewed annually and certain staff
members are entitled to sales commission. In addition to the basic
salaries and contributions to the mandatory provident fund, the
Group also pays discretionary bonus and provides staff with other
benefits including medical scheme to the employees in Hong
Kong. The Group contributes to an employee pension scheme
established by the PRC Government which undertakes to assume
the retirement benefit obligations of all existing and future retired
employees of the Group in Mainland China. The Group adopted a
share option scheme for the purpose of providing incentives and
rewards to motivate the eligible directors and employees of the
Group in recognition of their contributions to the Group.
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Biographical Details of Directors and Senior Management

EENREREBAEZEE

EXECUTIVE DIRECTOR

Mr. Lai Fulin, aged 53, acted as an Executive Director of the
Company from October 2009 to May 2017 and continued to sit
on the senior management team of the Group thereafter. Mr.
Lai rejoined the Board as an Executive Director of the Company
on 27 November 2017 and was appointed as the Chairman of
the Board with effect from 30 March 2018. He is also a member
of the Chairman of Nomination Committee and a member of
Remuneration Committee of the Company. In addition, Mr. Lai
is the Head of Production & Purchasing of the Group and holds
directorships in certain subsidiaries of the Company. Mr. Lai has
over 20 years of experience in the banking sector, investment
management and general management of companies in China.
Mr. Lai worked in the Bank of China in Shenzhen from 1986 to
2001. From 1995 to 2001, he was the deputy general manager
of a subsidiary of Bank of China dealing with businesses in the
securities industry. During the period from 2002 to 2008, Mr. Lai
was the general manager of FJITERFT HRIBEEEER A A
(Shenzhen Huaao Guanli Technologies Company Limited*). Mr.
Lai holds a certificate of graduation in Chinese Language from
FYIZF EB% (Shenzhen Institute of Education®).

Mr. Lai is the younger brother of Mr. Lai Guanglin, the controlling
shareholder of the Company.

*  For identification purpose only

Mr. Yu Ben Ansheng, aged 54 was appointed as Executive
Director and Chief Executive Officer of the Company in May 2009.
Mr. Yu is responsible for managing overall daily operations of
the Group and the implementation of the Group’s development
strategies.

Mr. Yu has over 20 years of experience in investment
management, investment banking and general management of
listed companies. Mr. Yu began his career at Mackenzie Financial
Corporation in Toronto, Canada as an investment analyst in 1989
and since then, he has served several major financial corporations
including J.P. Morgan, Deutsche Bank and CITIC Capital. In
addition to his vast investment banking and management
experience, Mr. Yu has also managed listed companies such
as New World Cyberbase Limited and Asia Logistics Holdings
Limited in Hong Kong. During his past career, Mr. Yu has focused
on direct investment and mergers and acquisitions activities in
sectors including construction materials, infrastructure, energy,
technologies, media and financial services.
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Biographical Details of Directors and Senior Management

Mr. Yu holds a Bachelor of Arts degree in English Literature from
the Beijing Foreign Studies University, a Master of arts degree in
Education from the University of Toronto and a master’s degree
in business administration from the University of Western Ontario,
Canada.

Mr. Yu is a director of King Jade Holdings Limited, a substantial
shareholder of the Company which has an interest in the shares of
the Company that is required to be disclosed under Part XV of the
Securities and Futures Ordinance.

INDEPENDENT NON-EXECUTIVE DIRECTOR

Mr. Wong Yee Shuen, Wilson, aged 51, was appointed as
Independent Non-executive Director of the Company in February
2009. He is also the Chairman of the Audit Committee of the
Company. Mr. Wong is a fellow member of the Hong Kong
Institute of Certified Public Accountants and member of Australia
CPA and Australian Institute of Banking and Finance. He holds a
master of commerce degree, specializing in banking and finance
from the University of New South Wales. With more than 20 years
of experience in PricewaterhouseCoopers and Ernst and Young,
Mr. Wong specializes in the area of auditing banks and listed
companies. Mr. Wong is currently the chief financial officer of
China Animation Characters Company Limited (Stock code: 1566,
a company listed on The Stock Exchange of Hong Kong Limited
“HKSE"). He served as independent non-executive director of
Ping An Securities Group (Holdings) Limited (Stock code: 231, a
company listed on HKSE) from 17 November 2015 to 1 December
2017. Mr. Wong has been appointed as an independent non-
executive director of PT International Development Corporation
Limited (Stock code: 372, a company listed on HKSE) on 6
November 2017.

Mr. Chen Wei Wen, aged 50, was appointed as Independent
Non-executive Director of the Company in April 2010. He is also
a member of the Audit Committee, Nomination Committee and
Remuneration Committee of the Company. Mr. Chen holds
a Bachelor of Business (Accounting) from Monash University,
Australia. Mr. Chen worked as a general manager of Guangzhou
Futian Trading Company Ltd (BN T =R E % B R 2 7)) from
1997 to 2005. Since November 2004, Mr. Chen was appointed as
chief operating officer of Guangzhou Kanxin Polymer Technology
Co., Ltd (BMTMEE L |m 5 FREHE AR 2 A]) which is an affiliated
company of Guangzhou Futian Trading Company Ltd (E /N =
B 5 AR A E]). Mr. Chen was also appointed as director and
general manager of Fuda Enterprises Limited (B MZETEGR A
A]) since February 1998.
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Biographical Details of Directors and Senior Management

EENREREBAEZEE

Mr. Guan Zhigiang, aged 56, was appointed as Independent
Non-executive Director of the Company in September 2016.
He is also the Chairman of Remuneration Committee, a
member of Audit Committee and Nomination Committee of
the Company. Mr. Guan holds a bachelor of Agronomy from
Huazhong Agricultural University and a master degree in business
administration from Southwestern University of Finance. During
the period from 1984 to 1996, Mr. Guan had successively worked
in the Ministry of Agriculture of the People’s Republic of China
and the State Planning Commission. He subsequently joined
the Agricultural Development Bank of China and held various
senior management positions and was granted a qualification of
senior economist from the bank. From February 2002 to March
2003, Mr. Guan served as the general manager in New China
Life Insurance Company Ltd, Jinan branch. From March 2003
to November 2005, he worked in Yeland Group Co. Ltd. (now
known as Hna Investment Group Co., Ltd), a company listed on
Shenzhen Stock Exchange, and was appointed as the chairman
of its group’s real estate company. Since 2005, Mr. Guan has
established an investment advisory firm and invested in a number
of enterprises which engaged in various fields including mining,
energy and biotechnology, etc., and acted as a director in those
enterprises. Mr. Guan is currently the vice chairman of /T H %
AR B RR A 7] (Zhejiang Ecopro Biotech Company, Ltd.*) and
a director of ZER R B R B IR L EZE B R R 7 (Huoerguosi
Poly Entertainment Culture Industry Co., Ltd*). He has extensive
experience in finance, investment and corporate management.

*  For identification purpose only

SOFTPOWER INTERNATIONAL LIMITED ®HEKER LD A

EERBAE S6H NZE—AFLAE
ZEARNRRIZEBUERNTEST - KN A
KRARFWEZESLR BERZEE IR
HEEENE -BELERBERREKRSE
REBLTENAETERETIEHEER
TEA o R—NN\EFZE— NN F R
EREREBEEBNPEAREMBERE XSS
FERFEZES BENMATHRER
BEFTUTETZESREREASBBEFE
ZBIRTERSEMER RZTEEZ
F_RAE_ZTTE=F=A EEREEEH
EASRBRBRMHDERABERED AR RLK
B-R_BEE=-F-AZ_FTRF+—
A HEEBEERHOERAE GRHEEM
HEEEBRHAERAR) (—KRAEIFEH
T ETHAR) T EZEBETA
BETEMWEAFTNESR B ST AFIE -
EERERY —REREZRARTLTL2RIEE
LSROE - TEEEBERE RREE
MBI ES  WHEZECENE BB -
EREBRBANIEEEDREER A
MNEIESRMNERENEREIRSULEE
ERRATMNES -HESHR KE F
ERETEERELEENER -



Biographical Details of Directors and Senior Management

SENIOR MANAGEMENT

Mr. Chow Wai Koon, Timothy, aged 49, was appointed as
Chief Operating Officer of the Company in January 2015. Mr.
Chow is responsible for directing, administering and co-ordinating
the operational activities of the Group. He is also responsible for
recommending and developing strategies, goals and policies of
the Group.

Prior to joining the Company, Mr. Chow devoted almost 20 years
to Hewlett-Packard group (“HP”), a leading global IT provider of
products, technologies, software, solutions and services. While at
HP, Mr. Chow held several senior positions in sales, marketing,
business planning and finance in the Asia Pacific region including
China, Australia and Singapore.

Mr. Chow has extensive experience in sales and marketing in
the Asia Pacific region, particularly China, across consumer,
commercial and enterprise customers. In addition, Mr. Chow
has robust knowledge of end-to-end systems from research
and development, manufacturing and distribution to channel,
communication and customer support.

Mr. Chow holds a Master’s Degree in Business Administration
from the Macquarie Graduate School of Management, Australia,
and a Bachelor’s Degree of Accountancy from the Nanyang
Technological University, Singapore.

Mr. Cheng Siu Kwan, aged 49, joined the Company as the
Financial Controller in December 2012 and has been appointed
as the Company Secretary of the Company in February 2013.
Mr. Cheng is a fellow member of the Association of Chartered
Certified Accountants and a member of the Hong Kong Institute
of Certified Public Accountants. Prior to joining the Company, Mr.
Cheng held various finance positions at a number of companies
listed on The Stock Exchange of Hong Kong Limited and has over
24 years of experience in auditing, finance and accounting.

Ms. Chan Yuk Fan, aged 55, joined the Group in 1982 and has
held a number of leadership roles in the Group’s retail, project
sales and procurement division. Ms. Chan currently is the Deputy
Managing Director of Bun Kee (International) Limited, the pipe
trading subsidiary of the Group and is mainly responsible for
the leadership, control and long-term business development of
the Company. She has extensive experience and knowledge in
managing a successful piping distribution operation. She is a
member of Lions Club.
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EEREREEANEZEBE

Mr. Lai Kui Chung, aged 61, joined the Group in 1979 and is
the Warehouse Director of the pipe trading subsidiary, Bun Kee
(International) Limited. Mr. Lai is responsible for the warehouse
and transportation activities of the Group. He has over 39 years
of experience in supervising warehouse and transportation
operations. Mr. Lai holds a Certificate in Store Supervision from a
technical institute.

Mr. Ku Chun Ming, aged 53, joined the Group in 1993 and is the
Sales Director of the pipe trading subsidiary, Bun Kee (International)
Limited. Mr. Ku is responsible for the Group’s sales operations,
new product development and promotion activities including the
exhibitions and seminars. He has over 32 years of experience in
sales and marketing activities.
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Corporate Governance Report

Softpower International Limited (the “Company”) is committed
to maintain a high standard of corporate governance. The board
of directors of the Company (the “Board”) and management
maintain and enhance the policies and practices of the Company
on a timely, transparent, effective and reasonable manner, so as
to maintain good, solid and reasonable corporate governance. The
Company believes that good corporate governance is not only in
the interest of shareholders and investors but also in the interest
of the Company. The Company will continue to raise the standard
to formalize the best practice of corporate governance as far as
we could.

CORPORATE GOVERNANCE CODE

The Company has complied with the code provisions set out in the
Corporate Governance Code (the “Code") as stated in Appendix
14 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) throughout
the year ended 31 December 2018.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers contained in Appendix
10 of the Listing Rule (the “Model Code"). Having made specific
enquiry with the directors of the Company (“Directors”), all
Directors confirmed that they have fully complied with the
required standard as set out in the Model Code during the year
ended 31 December 2018.

BOARD OF DIRECTORS
Composition

As at the date of this report, the Board comprises five Directors,
including two executive Directors, Mr. Lai Fulin (the Chairman
of the Board) and Mr. Yu Ben Ansheng (the Chief Executive
Officer); and three independent non-executive Directors, Mr.
Wong Yee Shuen, Wilson, Mr. Chen Wei Wen and Mr. Guan
Zhigiang, one of whom namely, Mr. Wong Yee Shuen, Wilson
has appropriate professional accounting experience and expertise.
Biographical details of the Directors are set out in the section
headed “BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR
MANAGEMENT" of this Annual Report.
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TEERRE

With effect from 30 March 2018, Mr. Lai Guanglin resigned as
an executive Director and the Chairman of the Board; Mr. U Kean
Seng resigned as a non-executive Director. In addition, Mr. Lai
Fulin, an executive Director, was appointed as the Chairman of
the Board on the same day.

Throughout the year, the Board has at least one-third in number
of its members comprising independent non-executive Directors
under Rule 3.10A of the Listing Rules.

Each of the non-executive Directors (including the independent
non-executive Directors) has entered into a service contract with
the Company and appointed for a term of one year. All Directors
are subject to retirement by rotation and re-election at the annual
general meeting of the Company in accordance with the bye-laws
of the Company.

Each of the independent non-executive Directors has made an
annual confirmation of independence pursuant to Rule 3.13 of the
Listing Rules. The Company is of the view that all the independent
non-executive Directors meet the independence guidelines set
out in Rule 3.13 of the Listing Rules and considers that they are
independent.

To the best knowledge of the Company, except that Mr. Lai
Fulin is the younger brother of Mr. Lai Guanglin, a substantial
shareholder of the Company, there is no relationship (including
financial, business, family or other material/relevant relationship)
among members of the Board.

The Board has balance of skills, knowledge and experience
appropriate for the requirements of the business and to
complement the Company’s corporate strategy. The Board
membership is covered by professionally qualified and widely
experienced personnel to bring in valuable contributions and
different professional advices and consultancy for development of
the Company. All Directors have separate and independent access
to the advice and services of the senior management and the
company secretary with a view to ensuring the board procedures,
and all applicable rules and regulations are followed. The principal
functions of the Board are to supervise the management of the
business and affairs; to approve the strategic plans, investment
and funding decision; to review the Group's financial performance
and operating initiatives.
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Corporate Governance Report

The Board, led by the Chairman, is responsible for formulating
overall strategy and polices, monitoring and controlling the
performance of the Group. In addition to its overall supervisory
role, the Board also retains specific responsibilities such as
approving financial accounts, approving annual budget,
recommending dividend payments, approving policies relating to
the Board’s compliance, etc. whilst managing the Group’s day-
to-day operations is the responsibility of the management of
the Group (the “Management”) such as implementing internal
control, business strategies and plans set by the Board, etc..
When the Board delegates certain aspects of its management and
administration functions to the Management, it has given clear
directions as to the powers of the Management.

CONTINUOUS PROFESSIONAL DEVELOPMENT

Each newly appointed Director has received comprehensive,
formal and tailored induction on appointment so as to ensure
that he/she has appropriate understanding of the business and
operations of the Group and that he/she is fully aware of his/her
responsibilities under the Listing Rules, legal and other regulatory
requirements.

The Directors are regularly briefed on the amendments to or
updates on the relevant laws, rules and regulations.

In addition, all Directors are provided with monthly updates on
the Company'’s performance, position and prospects to enable the
Board as a whole and each Director to discharge their duties.
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TEERRE

The Directors confirmed that they have complied with the code
provision A.6.5 of the Code on Directors’ training. During the
Year, all Directors have participated in continuous professional
development by attending seminars and/or reading materials on
the following topics to develop and refresh their knowledge and
skills and provided a record of training to the Company.

BEEpS

Name of Directors

Mr. Lai Guanglin Lai Guanglin %t &

(resigned on 30 March 2018)

Mr. Lai Fulin Rt E
Mr. Yu Ben Ansheng BRELE
Mr. U Kean Seng RERKTE

(resigned on 30 March 2018)

Mr. Wong Yee Shuen, Wilson \mAEEE
Mr. Chen Wei Wen BRIEX K4
Mr. Guan Zhigiang EEmELE

Notes:

C: Corporate Governance

F: Finance and Accounting

L: Listing Rules Updates

R: Other Relevant Regulatory Updates

ROLES OF CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

The position of the Chairman of the Board and the Chief Executive
Officer of the Company are held by separate individuals. The role
of the Chairman is separated from that of the Chief Executive
Officer. Such division of responsibilities helps to reinforce their
independence and accountability.

On 30 March 2018, Mr. Lai Fulin has been appointed as the
Chairman of the Board. Mr. Lai takes up the role of providing
leadership for the Board and ensures that the Board works
effectively and discharges its responsibility properly. With the
support of executive Directors and the Company Secretary, the
Chairman seeks to ensure that all Directors are properly briefed on
issues arising at board meetings and receive adequate and reliable
information in a timely manner. The Chairman also ensures that
good corporate governance practice is in force from time to time,
and all key issues are discussed by the Board in a timely manner.

Mr. Yu Ben Ansheng, the Chief Executive Officer of the Company,
is responsible for managing overall daily operations of the Group,
the implementation of the Group’s development strategies and
plans and to perform other responsibilities as assigned by the
Board.
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BOARD MEETING

The Board meets regularly, and at least four times a year,
additional meetings are convened when deemed necessary by
the Board. Board members are provided with complete, adequate
and timely information to allow the Directors to fulfill their duties
properly. In addition, Directors have full access to information
on the Group and independent professional advice whenever
deemed necessary by the Directors. In addition, the Chairman and
non-executive Directors (including the independent non-executive
Directors) meet at least once every year without the presence of
executive Directors.

During the year, the Board met regularly and held six meetings.
Notices and board papers were given to all Directors prior to the
board meetings in accordance with the Code. The Chairman and
non-executive Directors (including the independent non-executive
Directors) met once without the presence of executive Directors.
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TEEARE

Meetings held in 2018

Details of the Directors’ attendance at Board meetings, Board BEUNEER T \FoREETTEH
committee meetings and general meetings (including the annual EEeETZE8aREAE (BHER

general meeting) respectively held in 2018 are set out as below:

R-B-NFETHER

RBFREG) B FLEFBOT

Attended/Eligible to attend

HERB/ AERERAR
Audit Nomination Remuneration
Board Committee Committee Committee General
Meeting Meeting Meeting Meeting Meeting
Exg® ENZRE RAZEE® FMZERE
f Lf Lf f LEPN-|
Number of Meetings Held ~ £ZETXAH 6 3 2 3 2
Executive Directors YTES
Mr. Lai Guanglin ot Lai Guanglin 7% 4 %) 212 - 11 171 11
Mr. Lai Fulin PRELE 6/6 - 171 21 22
Mr. Yu Ben Ansheng BRELE 6/6 = = = 22
Non-executive Director FHTES
Mr. U Kean Seng Mo REM T EME 22 1 - - 11
Independent Non-executive BIFEHITES
Directors
Mr. Wong Yee Shuen, Wilson & UAfE 64 6/6 33 - = 22
Mr. Chen Wei Wen REXEE 6/6 33 22 33 2
Mr. Guan Zhigiang BEREE 6/6 22 22 33 22
Note: Vo

Mr. Lai Guanglin and Mr. U Kean Seng resigned on 30 March 2018.

SOFTPOWER INTERNATIONAL LIMITED

Lai Guanglin e E R ABK A EE R ZT—N\F
=R=+HEE-

BHEBRERLDH



Corporate Governance Report

BOARD COMMITTEES

A number of Board committee, including audit committee,
remuneration committee and nomination committee, have
been established by the Board to strengthen its functions and
to enhance its expertise. All committees have been formed with
specific written terms of reference which deals clearly with the
respective committees’ authorities and duties.

Remuneration Committee

As at the date of this report, the Remuneration Committee
comprises three members including one executive Director, namely
Mr. Lai Fulin and two independent non-executive Directors,
namely Mr. Chen Wei Wen and Mr. Guan Zhigiang. It is chaired
by Mr. Guan Zhigiang.

The major roles and functions of the Remuneration Committee
are as follows:

(@ To make recommendations to the Board on the Company’s
policy and structure for all directors and senior management
remuneration and on the establishment of a formal and
transparent procedure for developing remuneration policy;

(b) To review and approve the management’s remuneration
proposals with reference to the Board's corporate goals and
objectives;

(¢) To make recommendations to the Board on the
remuneration packages of individual executive directors
and senior management, including benefits in kind,
pension rights and compensation payments (including any
compensation payable for loss or termination of their office
or appointment); and

(d) To make recommendations to the Board on the remuneration
of non-executive directors.

The remuneration package of executive Directors is determined
by reference to their duties and responsibilities, experience and
the prevailing market conditions. The remuneration package of
individual executive Directors includes salary, discretionary bonus
and share-based payment. Details of the Directors’ fee and other
emoluments of the Directors of the Company are set out in Note
30 to the financial statements.
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The Remuneration Committee has adopted the model that it
will review the proposals made by the management on the
remuneration of executive Directors and senior management,
and make recommendations to the Board. The Board will have
final authority to approve the recommendations made by the
Remuneration Committee.

The Remuneration Committee held three meetings during 2018,
the following major matters were reviewed and discussed in the
meetings and recommended to the Board for approval:

e To review the remuneration policy and remuneration
packages of Directors and senior management of the
Company;

e To consider the bonus arrangement of the Directors and
senior management of the Company; and

e To review the new service contracts entered into between
the Company and non-executive Directors.

Pursuant to the code provision B.1.5 of the Code, the details
remuneration of the senior management of the Company by band
for the year ended 31 December 2018 was set out in Note 8 to
the consolidated financial statements of this Annual Report.

Nomination Committee

As at the date of this report, the Nomination Committee
comprises three members including an executive Director, Mr. Lai
Fulin, and two independent non-executive Directors, Mr. Chen
Wei Wen and Mr. Guan Zhigiang. It is chaired by Mr. Lai Fulin, the
Chairman of the Board.

In August 2013, the Company adopted the Board Diversity Policy.
Such policy sets out the approach to achieve diversity on Board.
With a view to achieving a sustainable and balanced development,
the Company sees increasing diversity at the Board level as an
essential element in supporting the attainment of its strategic
objectives and its sustainable development. Selection of candidates
will be based on a range of diversity perspectives, including but
not limited to gender, age, cultural and educational background,
professional experience, skills, knowledge and length of service.
The ultimate decision will be based on merit and contribution
that the selected candidates will bring to the Board. All Board
appointments will be based on meritocracy, and candidates will
be considered against objective criteria, having due regard for the
benefits of diversity on the Board.
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In December 2018, the Company adopted the Nomination Policy.
According to the policy, the Nomination Committee (“NC")
will consider candidates recommended by shareholders in the
same manner as candidates recommended to the NC from other
sources. In its evaluation of director candidates, including the
members of the Board eligible for re-election, the NC will consider
(1) The current size and composition of the Board and the needs
of the Board and the respective committees of the Board; (2)
Diversity in all its aspects, including but not limited to gender, age,
cultural and educational background, professional experience,
skills, knowledge and length of service; and (3) Other factors that
the NC may consider appropriate.

The major roles and functions of the Nomination Committee are
as follows:

(@) To review the structure, size and composition (board diversity
has been considered from a number of aspects, including
but not limited to gender, age, cultural and educational
background, professional experience, skills, knowledge and
length of service) of the Board at least annually and make
recommendations on any proposed changes to the Board to
complement the Company’s corporate strategy;

(b) To identify individuals suitably qualified to become Board
members and select or make recommendations to the Board
on the selection of, individuals nominated for directorships.
All Board appointments will be based on meritocracy, and
candidates will be considered against objective criteria,
having due regard for the benefits of diversity on the Board;

(c) To review the Board Diversity Policy, as appropriate, and
disclose the Board Diversity Policy or its summary in the
corporate governance report of the Company including
the measurable objectives set for implementing the Board
Diversity Policy and progress made towards achieving these
measurable objectives;

(d) To review the policy for the nomination of Directors
(“Nomination Policy”) as appropriate. The Nomination Policy
shall set out, inter alia, the nomination procedures and
process and criteria to select and recommend candidates for
directorship;
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(e) To assess the independence of independent non-executive
directors; and

(f)  To make recommendations to the Board on the appointment
or re-appointment of directors and succession planning for
directors in particular the chairman and the chief executive.

The Nomination Committee held two meetings during 2018,
the following major issues were reviewed and discussed in the
meeting:

e To review the structure, size and composition (including the
skills, knowledge and experience) of the Board;

e To review the Board Diversity Policy;

e To determine the Nomination Policy and make recommendation
to the Board for adoption;

e To make recommendation to the Board for approval the
revised terms of reference of the Nomination Committee;
and

e To evaluate and make recommendation as to the
qualification and experience of the directors who were
subject to retirement by rotation and re-election at the 2018
annual general meeting.

Audit Committee

As at the date of this report, Audit Committee consists of three
independent non-executive Directors, namely Mr. Wong Yee
Shuen, Wilson, Mr. Chen Wei Wen and Mr. Guan Zhigiang. It is
chaired by Mr. Wong Yee Shuen, Wilson who has the appropriate
professional qualifications, accounting and financial management
expertise.

The major roles and functions of the Audit Committee are as
follows:

(@ To make recommendations to the Board on the appointment,
reappointment and removal of the external auditor, and
to approve the remuneration and terms of engagement of
the external auditor, and any questions of its resignation or
dismissal;

(b) To monitor integrity of the Company’s financial statements
and to review significant financial reporting judgements
contained in them;
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(c) To review the Company'’s financial controls, risk management
and internal control systems; and

(d) To discuss the risk management and internal control
systems with management to ensure that management has
performed its duty to have effective systems.

The Audit Committee held three meetings during 2018 and the
following major matters were reviewed and discussed in the
meetings:

e To review the annual results of 2017 and the interim results
of 2018 and making recommendation to the Board for
approval;

e To make recommendation on the reappointment of the
auditor;

e To review the adequacy of resources, qualifications and
experience of staff of the Group’s accounting and financial
reporting function and their training programme and related
budget;

e To review the risk management and internal control systems;

e To approve the auditor’s fees for audit of 2018 financial
statements;

e To discuss the audit service plan of 2018; and

e To make recommendation to the Board for the approval of
the revised terms of reference of the Audit Committee.

Corporate Governance Functions

The Board has adopted the written terms of reference on
corporate governance functions in March 2012 so as to assist
the Board performing corporate governance functions. The terms
of reference of the Board in respect of corporate governance
functions are summarized as follows:

(@ To develop and review the Company’s policies and practices
on corporate governance;

(b) To review and monitor the training and continuous
professional development of Directors and senior
management;

ERERBSE

© BREXRANHBEE BREER
PEEHE R
S RIEEAE ERAREL
R ED AR
iy
BUEARR-F/\ENERTRE

BEHRELAWATEESE

« BM-T tFEHERFRER_T
—\EEDEEE TN ST,

o EEBERZEE:

s HAKBEHTEHLMBKERBESE
MER - BITEARRERNKETIAE
ZHEIRELREBEEERR AT E
TRt

s RIEMREENMAMEZRER

s FEURBEM _ZE-NFFERBRS
MZERTME

s HNBWm_T-N\FFEEREFE:
54

« MEFTRBEMEETHEREE
ARAOEE -

DREAMEE
EFER T _F-ACKMEEXEAR
BN ETT T ARERAABYHEF
RROAREZ CEEAME - EFRR
SREABENBEDT -

(@ HERBIARBACEEARRNRE

M

) BAREREZEND
IR FEERER

MEEANB NI

ANNUAL REPORT 2018 — & — \ FE F f

27



28

Corporate Governance Report
TEERRE

(c) To review and monitor the Company’s policies and practices
to ensure compliance with legal and regulatory requirements;

(d) To develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
Directors; and

(e) To review the Company’s compliance with the code
provisions set out in the Corporate Governance Code
contained in Appendix 14 of the Listing Rules and its
disclosure requirements in Corporate Governance Report.

During the year, the Board has reviewed the Company'’s corporate
governance policies and practices, training and continuing
professional development of Directors and senior management,
the Company’s policies and practices on compliance with legal
and regulatory requirements, the compliance of the Model Code,
and the Company’s compliance with the Code and disclosure in
the Corporate Governance Report.

This corporate governance report has been reviewed by the Board
in discharge of its corporate governance functions.

AUDITOR’S REMUNERATION

The fees charged by the auditor generally depends on the
scope and volume of the auditor’'s work. For the year ended 31
December 2018, the remuneration to the auditor of the Company
in respect of audit services was HK$1,300,000 and fees related
to taxation services and other non-audit services amount to
HK$95,600 and HK$100,000 respectively.

DIRECTORS’ AND AUDITOR’S RESPONSIBILITIES
FOR FINANCIAL REPORTING

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports, inside
information announcements and other disclosures required under
the Listing Rules and other regulatory requirements. The senior
management provides such explanation and information to the
Board so as to enable the Board to make an informed assessment
of the financial information and position of the Company.

The Directors acknowledge the responsibilities for preparing the
accounts of the Company. The responsibilities of the auditor
of the Company with respect to the financial statements of the
Group is set out in the Independent Auditor’s Report on pages 54
to 62.
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GOING CONCERN

The Directors, having made appropriate enquiries, consider that
the Company has adequate resources to continue in operational
existence for the foreseeable future and that, for this reason, it
is appropriate to adopt the going concern basis in preparing the
financial statements.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for maintaining an adequate system of
risk management and internal controls within the Group and for
reviewing their effectiveness. The systems of risk management
and internal control are designed to facilitate effective and
efficient operations, to safeguard assets and to ensure the quality
of internal and external reporting and compliance control and risk
management functions. It is also designed to provide reasonable,
but not absolute, assurance that material misstatement or loss
can be avoided, and to manage and minimize risks of failure in
operation systems.

The Group has set up a risk management system to provide
directions in identifying, evaluating and managing significant
risks and is reviewed at least on an annual basis. The senior
management of the Group identifies risks that would adversely
affect the achievement of the Group’s objectives, and assesses
and prioritizes the identified risks according to a set of standard
criteria.

The Board has engaged an independent professional advisor
to perform ongoing monitoring of the risk management and
internal control review to assess the effectiveness of the financial,
operational and compliance controls and risk management
functions of the Company and the Group’s major subsidiaries on
a rotation basis.

Risk management report and internal control report are submitted
to the Audit Committee at least once a year. The Board, through
the Audit Committee, had performed annual review on the
effectiveness of the Group’s risk management system and internal
control system, including the scope on risk management and
internal control systems, result of internal audit work and status of
compliance control.
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At the meeting of the Audit Committee held on 20 March 2019,
the independent professional advisor reported their review work
for the year ended 31 December 2018 performed in accordance
with the detailed risk-based internal control review plan which
was approved by the Audit Committee and the risk management
report was also circulated to the Audit Committee for review. The
Board, through the Audit Committee, has conducted a review
of the effectiveness of the Group’s risk management system
and internal control system for the year ended 31 December
2018. The Audit Committee members, together with the senior
management, have also reviewed, considered and discussed
the risk management system, all findings relating to the internal
control system and recommendations for improvement. The Board
considers the risk management system and internal control system
of the Group were effective and adequate during the year.

The Audit Committee also reviewed and was satisfied with the
adequacy of resources, staff qualifications and experience, training
programmes and budget of the Group’s accounting and financial
reporting function.

COMPANY SECRETARY

The Company Secretary of the Company is Mr. Cheng Siu Kwan,
who is also the Financial Controller of the Company. Mr. Cheng
is a fellow member of the Association of Chartered Certified
Accountants and a member of the Hong Kong Institute of
Certified Public Accountants. He fulfills the requirement under
Rules 3.28 and 3.29 of the Listing Rules.

The Company Secretary is responsible for providing secretarial
services to the Board and ensuring the operation of the Company
is properly complied with Hong Kong listed companies’ regulatory
requirements as well as enhancing its corporate governance
standards. All Directors have access to the advice and services
of the Company Secretary with a view to ensuring that board
procedures and all applicable rules and regulations are followed.
Company Secretary is also the secretary of each of Board
committees. Minutes of Board meetings and meetings of all Board
committees are kept by the Company Secretary and are available
for inspection by the Directors at all times.
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SHAREHOLDERS’ RIGHTS
Right to convene special general meeting

Pursuant to Section 74(1) of the Bermuda Companies Act and the
bye-law 62 of the Bye-Laws of the Company, the shareholder(s) of
the Company holding at the date of the deposit of the requisition
not less than one-tenth of the paid-up capital of the Company
as at the date of the deposit carries the right of voting at general
meetings of the Company may request the Board to convene a
special general meeting. The requisition must state the purposes
of the meeting, and must be signed by the requisitionists and
deposited at the registered office of the Company and its head
office and principal place of business in Hong Kong for the
attention of Company Secretary and may consist of several
documents in like form each signed by one or more requisitionists.
If the Directors do not within twenty-one days from the date of
the deposit of the requisition proceed duly to convene a meeting,
the requisitionists, or any of them representing more than one half
of the total voting rights of all of them, may themselves convene a
meeting, but any meeting so convened shall not be held after the
expiration of three months from the said date.

Right to put enquiries to the Board

Shareholders should direct their enquiries about their
shareholdings to the Company’s share registrar. Other
shareholders’ enquiries can be directed to the head office and
principal place of business of the Company in Hong Kong as set
out in the “Corporate Information” section of this Annual Report
for the attention of Company Secretary.
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Right to put forward proposals at general meetings

Pursuant to Sections 79(1) and 79(2) of the Bermuda Companies
Act, on the requisition in writing of either (i) any number of
members of the Company representing not less than one-
twentieth of the total voting rights of all the members having at
the date of the requisition a right to vote at the meeting to which
the requisition relates; or (ii) not less than one hundred members,
the Company shall, at the expense of the requisitionists unless the
Company otherwise resolves:

(@) to give to members of the Company entitled to receive notice
of the next annual general meeting notice of any resolution
which may properly be moved and is intended to be moved
at that meeting;

(b) to circulate to shareholders entitled to have notice of any
general meeting sent to them any statement of not more
than one thousand words with respect to the matter referred
to in any proposed resolution or the business to be dealt with
at that meeting.

A copy or copies of requisition signed by all requisitionists shall
be deposited, with a sum reasonably sufficient to meet the
Company’s expenses in giving notice of the proposed resolution
or circulating any necessary statement, at the registered office of
the Company and its head office and principal place of business in
Hong Kong in the case of:

(i)  arequisition requiring notice of a resolution, not less than six
weeks before the meeting; and

(i) any other requisition, not less than one week before the
meeting.

The Company will verify the requisition and upon confirming that
the requisition is proper and in order, the Board will proceed with
the necessary procedures.
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COMMUNICATIONS WITH SHAREHOLDERS

The Board is obliged to provide regular, effective and fair
communication with the shareholders and the investors of the
Company. Latest information is conveyed to the Shareholders and
the investors of the Company on a timely basis. A Shareholder
Communication Policy (the “Policy”) was adopted by the
Company in March 2012. The Policy aims to set out the provisions
with the objective of ensuring that the latest information of
the Company is conveyed to the Shareholders and investors on
a timely basis. The Company uses a range of communication
tools to ensure the Shareholders and the investors are kept well
informed of key business imperatives.

Disclosure of Information

Information shall be communicated to Shareholders and the
investors mainly through the Company’s financial reports (interim
report and annual report), annual general meetings and other
general meetings that may be convened, as well as by making
available all the disclosures submitted to The Stock Exchange of
Hong Kong Limited (the “Hong Kong Stock Exchange”) and its
corporate communications and other corporate publications on
the Hong Kong Stock Exchange’s website and the Company’s
website.

General Meeting

Shareholders are encouraged to participate in general meetings or
to appoint proxies to attend and vote at meetings for and on their
behalf if they are unable to attend the meetings. Shareholders’
views on matters that affect the Company are welcome by the
Board at shareholders’ meetings. Shareholders of the Company
are notified of shareholders’ meetings through notices and reports
or circulars sent to them. Each item of special business in the
notice of the meeting is accompanied, where appropriate, by an
explanation for the proposed resolution. A separate resolution
is proposed by the chairman of the meetings in respect of each
separate issue, including the re-election of Directors.

The Chairman of the Board and Chairmen of the Audit
Committee, Remuneration Committee and Nomination
Committee or failing him/her, his/ner duly appointed delegate, are
available at the annual general meeting to answer questions with
regard to the work of these committees.
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Voting by Poll

Save as provided under the Listing Rules, resolutions put to vote
at the general meetings of the Company (other than procedural
matters) are taken by poll. Procedures regarding the conduct of
the poll are explained to the shareholders at the commencement
of each general meeting, and questions from shareholders
regarding the voting procedures are answered. The poll results are
posted on the respective websites of the Company and the Hong
Kong Stock Exchange on the same day of the poll.

INVESTOR RELATIONS

The Company maintains a website (www.softpower.hk) where
information and updates on the list of directors and their roles
and functions, constitutional documents, terms of reference
of the Board committees, procedures for shareholders to
propose a person for election as a director, announcements,
circulars and reports, etc. released to the HKExnews' website
(www.hkexnews.hk) and other information are posted.
Information on the Company’s website will be updated from time
to time. A dedicated email address (ir@softpower.hk) for investor
enquiry is set out in the “Contact Us” section on the Company’s
website.

CONSTITUTIONAL DOCUMENTS

During the year, there was no significant change to the
Company’s constitutional documents.
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The directors of the Company (the “Directors”) have pleasure
in presenting their report together with the audited financial
statements for the year ended 31 December 2018.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
principal activities of its subsidiaries are set out in Note 32 to the
financial statements.

An analysis of the Group's performance for the year by operating
segments is set out in Note 5 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2018
are set out in the consolidated income statement on page 63.

The board of directors of the Company (the “Board”) does not
recommend the payment of a final dividend for the year ended 31
December 2018.

DIVIDEND POLICY

In accordance with the relevant provision of the Bye-Laws of
the Company: 1. The Company in general meeting may declare
dividends in any currency but no dividends shall exceed the
amount recommended by the Board. 2. The Board may subject to
Bye-Laws from time to time pay to the shareholders such interim
dividends as appear to the Board to be justified by the position
of the Company. 3. The Board may also pay half-yearly or at
other suitable intervals to be settled by it any dividend which may
be payable at a fixed rate if the Board is of the opinion that the
profits justify the payment. 4. No dividend shall be declared or
paid and no distribution of contributed surplus made otherwise
than in accordance with the Statutes. No dividend shall be paid
otherwise than out of profits available for distribution. 5. The
Company may distribute dividends by way of cash or scrip.

The Company’s ability to distribute dividends will depend on,
among others, the operating results, cash flow, financial condition
and capital requirements of the Group and the interests of
the shareholders of the Company. The Company’s distribution
of dividends shall also comply with any restrictions under the
Bermuda Companies Act and the Bye-Laws of the Company.
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BUSINESS REVIEW

A review of the business of the Group during the year and a
discussion on the Group's future business development, possible
risks and uncertainties that the Group may be facing are set out in
the sections headed “Chairman’s Statement” and “Management
Discussion and Analysis” of this Annual Report.

The details of financial risk management of the Group are set out
in Note 3 to the financial statements.

An analysis of the Group’s performance during the year using
financial key performance indicators is set out in the section
headed "Five-Year Financial Summary” of this Annual Report.

The compliance with relevant laws and regulations which have
a significant impact on the Group is set out in this “Report of
Directors” and the section headed “Corporate Governance
Report” of this Annual Report.

Social Responsibilities and Services and Environmental
policies

The Group is committed in promoting the sustainable
development of both the environment and the society.

We believe it is more blessed to give than to receive. As such, we
support and encourage our employees to participate in community
service activities. With the support from the management team,
our core business company, Bun Kee (International) Limited
(“Bun Kee") is committed to participate and support social
services activities. In this regard, Bun Kee has awarded the
Caring Company logo in recognition of our corporate social
responsibility’s participation and commitment. We also believe
in the ripple effect which those people, whom we helped, will in
turn help others who are in need.

With regards to environmental policy, we pay a great deal
of attention to promoting environmental protection. We will
integrate environmental awareness in our daily operations
including:

e Reduce electricity consumption, improve energy efficiency,
use of energy-efficient products to replace the appliances
and equipment;

e Turn off lightings, air-conditioners and electrical appliances in
offices after working hours, or when rooms not being used,
for instance, the conference rooms;
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Use electronic means for communications internally and with
external parties;

Reduce the need to copy and print. Use of recycled
paper, copy and print on both sides of the paper, where
appropriate; and

Re-use of office supplies (such as single-sided paper, paper
clips, envelopes, file folders, paper bags, plastic bags).

Relationships with key stakeholders

The Group understands and supports that employees, customers,
suppliers and business partners, investors and shareholders are
vital to our sustainable and stable development.

()

(ii)

Employees

The Group is an equal opportunity employer. Our employee
handbook outlines terms and conditions of employment,
code of conduct and employee benefits. We promote
harmony and respect in our workplace. Employees are one
of our most important assets. To that end, we provide self-
improvement and advancement opportunities as well as a
safe workplace in order to retain high calibre employees. The
Group values the well-being and health of our employees
and therefore provides medical insurance coverage and
benefits to our employees. In addition, we will organize staff
gathering quarterly and annual dinner, all management will
also participate to maintain good relations with employees
and promote two-way communication. The Company
will conduct staff appraisal annually, and also provide
exit interviews for the outgoing employees. We adopt an
open policy to allow employees at any time, by email or in
person to the department managers or Human Resources
department to express their views.

Customers

We provide high quality products to our customers constantly
as it is the best way to retain customers and business growth.
Our sales team will visit customers regularly to keep abreast
of new opportunities and challenges. All opinions received
will be prompt handled by the relevant team. We grow up
together with most of our customers in past years and we
have established solid and long-term relationships with them.
We also have built up a trust and good reputation among
our customers over the years.
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(iii)

(iv)

Suppliers and business partners

For our suppliers and business partners, we strive to maintain
a stable and long-term relationship with them. The Group's
procurement is based on our stringent suppliers’ selection
criteria. To ensure the highest quality of products, the Group
has requested the suppliers to provide product certification.
In addition, we engaged highly reputable independent
laboratories for quality testing to ensure that the products
comply with local and international standards. Our sales
team and procurement team will have regular visit to our
suppliers’ factories for inspection. In order to allow our
customers to have direct feedback channel to the suppliers,
we will also organize some factory tours to the customers.
This can let them better understanding of the production
flow and products quality affirmation in order to win the
utmost confidence of customers.

Investors and shareholders

For the investors and shareholders, we maintain a high
level of transparency and communicate with them through
meetings, announcements and circulars. The Company
maintains a website, the information will be updated from
time to time. In addition, a dedicated email address is set out
in the “Contact Us” section of the Company’s website for
investor and general public inquiry.

DISTRIBUTABLE RESERVES

Details of the distributable reserves of the Company as at 31
December 2018 are set out in Note 29 to the financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in properties, plant and equipment of
the Group are set out in Note 13 to the financial statements.

SHARE CAPITAL

Details of the movements in share capital of the Company are set
out in Note 21 to the financial statements.

BORROWINGS

Particulars of borrowings of the Group as at 31 December 2018
are set out in Note 23 to the financial statements.
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PURCHASE, SALE OR REDEMPTION OF SHARES

The Company has not redeemed any of its shares during the year.
Neither the Company nor any of its subsidiaries has purchased or
sold any of the Company'’s shares during the year.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
bye-laws or the Bermuda Companies Act, being the jurisdiction in
which the Company was incorporated.

PRINCIPAL SUBSIDIARIES

Details of the Company’s principal subsidiaries as at 31 December
2018 are set out in Note 32 to the financial statements.

DIRECTORS

The Directors of the Company during the year and up to the date
of this report are:

Executive Directors

Mr. Lai Guanglin
(Resigned as an executive Director and the Chairman
on 30 March 2018)
Mr. Lai Fulin (Chairman)
(Appointed as the Chairman on 30 March 2018)
Mr. Yu Ben Ansheng (Chief Executive Officer)

Non-Executive Director

Mr. U Kean Seng (Resigned on 30 March 2018)

Independent Non-Executive Directors

Mr. Wong Yee Shuen, Wilson
Mr. Chen Wei Wen
Mr. Guan Zhigiang

In accordance with bye-law 99 of the Bye-laws of the Company,
Mr. Yu Ben Ansheng and Mr. Guan Zhigiang will retire from office
by rotation and being eligible, offer themselves for re-election at
the forthcoming annual general meeting.
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CONFIRMATION OF INDEPENDENCE OF
INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received from each independent non-executive
Director an annual confirmation of his/her independence pursuant
to Rule 3.13 of the Listing Rules and the Company considers that
all of them are independent.

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

The biographical details of Directors and senior management are
set out in the section headed “Biographical Details of Directors
and Senior Management” of this Annual Report.

DIRECTORS’ SERVICE CONTRACT

None of the Directors offering themselves for re-election at
the forthcoming annual general meeting of the Company has
entered in to any service contract with the Company or any of
its subsidiaries, which is not terminable by the Company within
one year without payment of compensation (other than statutory
compensation).

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

None of the Directors and their respective associates has an
interest in any business which competes or may compete with the
business in which the Group engaged.

SHARE OPTION SCHEME

The share option scheme approved by the shareholders of the
Company on 24 June 2004 (the “2004 Scheme”) which expired
on 23 June 2014. Thereafter, no further options will be granted
under the 2004 Scheme but the subsisting options granted
thereunder prior to the expiry date will continue to be valid and
exercisable in accordance with the terms of the 2004 Scheme.

At the annual general meeting of the Company held on 21 May
2015, the shareholders of the Company approved the adoption of
a new share option scheme (the “2015 Scheme") under which the
directors of the Company may grant options to eligible persons
to subscribe for the Company’s shares subject to the terms and
conditions as stipulated therein. Unless otherwise cancelled or
amended, the 2015 Scheme will remain valid for a period of 10
years from the date of its adoption.
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The 2004 Scheme

The details of 2004 Scheme are as follows:

(a)

(b)

(c)

Purpose

The purpose of the 2004 Scheme is to provide the
Company with a flexible means of giving incentive and/
or rewarding the participants.

Participants of the Scheme

The Board may offer to grant options to the participants
which means (i) any Director (including any executive
director, non- executive director or independent non-
executive director) of any member of the Group; (ii)
any employee (whether full-time or part-time) of any
member of the Group; (iii) any consultant, adviser,
supplier, customer or sub-contractor of the Group; and
(iv) any other person whatsoever from time to time
determined by the Board as having contributed to the
development, growth or benefit of the Group.

Total number of shares available for issue under
the Scheme

The total number of shares of the Company which may
be issued upon exercise of all options to be granted
under the Scheme and any other share option schemes
of the Company must not in aggregate exceed 10% of
the issued share capital of the Company as at the date
of the general meeting of the Company approving the
Scheme. The number of shares may be refreshed by
the approval of the shareholders and the refreshed limit
of the number of shares must not exceed 10% of the
issued share capital of the Company as the date of the
approval of the refreshed limit. The maximum number
of shares of the Company which may be issued upon
exercise of all outstanding options granted and yet to
be exercised under the Scheme and any other share
option schemes of the Company must not exceed 30%
of the total number of shares of the Company in issue
from time to time.

The total number of shares available for issue upon
exercise of all options were granted under the Scheme
are 16,000,000 Shares, representing approximately
1.20% of the total number of shares of the Company
in issue as at the date of this report.
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(d)

(e)

()

(9)

SOFTPOWER INTERNATIONAL LIMITED

Maximum entitlement of each participant

Total number of shares of the Company issued and to
be issued upon exercise of the options granted to each
participant (including exercised or outstanding options)
in any 12-month period shall not exceed 1% of the
total number of shares in issue as at the date of grant.

Minimum period for options to be held

No minimum period for which an option must be held
before it can be exercised unless otherwise specified in
the relevant offer letter.

Period and payment on acceptance of options

Pursuant to the Scheme, HK$10 is payable by the
grantee to the Company on acceptance of the option
within 28 days from the date of grant of the option.

Basis determining the subscription price

The subscription price of a share in respect of any
particular option granted under the Scheme shall be
a price determined by the Board and notified to the
participants and shall be at least the highest of (a)
the closing price of the shares as stated in The Stock
Exchange of Hong Kong Limited (the “Hong Kong Stock
Exchange”) daily quotation sheet on the date on which
the options are deemed to be granted and accepted
in accordance with the terms of the Scheme (the
“Commencement Date”), which must be a business
day; (b) the average closing price of the shares as stated
in the Hong Kong Stock Exchange’s daily quotation
sheet for the five business days immediately preceding
the Commencement Date; and (c) the nominal value of
the shares.
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(h)

Name of Directors

£33

Lai Fulin (Mot ?
BER e

Life of the Scheme

Subject to earlier termination by the Company at
general meeting or by the Board, the life of the Scheme
commenced from 24 June 2004, date of adoption, and

ended on 23 June 2014.

Details of options granted, exercised, lapsed, cancelled
and outstanding under the Scheme during the year
(the information of exercise price, number and share
price of the Company is disclosed on the basis of the
information after the Share Consolidation became

effective) are as follows:

U Kean Seng "e?

(Resigned on 30 March 2018)

(K=F-NFZAZ+ARE)

Wong Yee Shuen, Wilson #et?

EhAE#EY

Chen Wei Wen (o2

Bafg i)

Emp|0yees (Notes 1 & 3)

{E B Ma123)

Exercise

Price

HKS

Date of grant ik
RHRH BT
3/12/2009 0.71
3/12/2009 0n
3/12/2009 0.71
5/5/2010 083
3/12/2009 0.71
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BRARARMRBRRAE LIHES
SRPERIEI - FEI 2 BB H
—EZERNA-+EAB (RHH
HRERE-_Z—NFA=-+=
A& -

REER - RFFHEIR L - 176
SRR RESH MR R AT O R AR
2B (AREITEE - BB RKRD
EBRERTRERN G G EIK

BWERMEI)MT :
Movement during the year
EngE
Held as at Held as at
1 January 31 December
2018 Granted and 2018
RZB-N\E accepted R-B-N\E
-B-A ERH Exercised Lapsed Cancelled T=A=1-H
b2 i3 Bfife BN B KB
5,000,000 - - - - 5,000,000
3,000,000 - - 3,000,000 - -
1,000,000 - - - - 1,000,000
1,000,000 - - - - 1,000,000
10,000,000 - - 3,000,000 - 7,000,000
9,300,000 - - 300,000 - 9,000,000
19,300,000 - - 3,300,000 - 16,000,000
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Notes: Hia -
1. The options granted to these grantees are vested in stages and be 1. BTZEABRANBRESSBERER -
exercised in the following manner: W T AT RATHE
Maximum percentage of options exercisable Period for exercise of the relevant percentage of the options
TRz ERERE B DL TERRAERER D2 Bk
20% 3/6/2010 — 2/12/2019
20% 3/6/2011 - 2/12/2019
20% 3/6/2012 —2/12/2019
20% 3/6/2013 — 2/12/2019
20% 3/6/2014 — 2/12/2019
2. The options granted to these grantees are vested in stages and be 2. BTYZEABRANEREESBRES -
exercised in the following manner: WIRAT AT
Maximum percentage of options exercisable Period for exercise of the relevant percentage of the options
ATEZERESRRBA DL TEAAEERER S L2 HR
20% 5/11/2010 — 4/5/2020
20% 5/11/2011 — 4/5/2020
20% 5/11/2012 — 4/5/2020
20% 5/11/2013 - 4/5/2020
20% 5/11/2014 — 4/5/2020
3. Vesting of options granted to certain employees is subject to 3. BTFETEEZEREAZEIGENBEES
achievement of profit target. AEBETE#EES -

Details of the fair value of options granted under the Scheme FHEBZ_FT—N\ET_A=+—HILF
during the year ended 31 December 2018 and the accounting ERBHEEREERENOABREBE
policy adopted for the options are set out in Note 21 and Note 2 RENSFTERENFBEIE R HHRE

to the financial statements respectively. Miat21 Rfffsr2 o
2. The 2015 Scheme 2. ZE-HFFE
The details of 2015 Scheme are as follows: A _Z-—LFAEFBOT :
(a) Purpose (a) BHY
The purpose of the 2015 Scheme is to recognize —E-LFHEATERERERE
and acknowledge the contributions or potential S2EEHAEECELKGED
contributions made or to be made by the participants WERMIEBETER - HB28EE
to the Group, to motivate the participants to optimize NHEEXRBEREREELSTEER
their performance and efficiency for the benefit of the MEN WHABRRS H2H
Group, and to maintain or attract business relationship ERNEBRE  EFERIB MR
with the participants whose contributions are or may be HEBENNAEENERE -

beneficial to the growth of the Group.
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(b)

(c)

(d)

Participants

The Board may offer to grant options to the participants
which means (i) any director (including any executive
director, non-executive director or independent non-
executive director) of any member of the Group;
(i) any employee (whether in full time or part-time
employment) of any member of the Group; (iii) any
consultant, adviser, supplier, customer or subcontractor
of the Group, and (iv) any other person whatsoever
from time to time determined by the Board as having
contributed to the development, growth or benefit of
the Group.

Total number of shares available for issue under
the Scheme

The total number of shares of the Company which may
be issued upon exercise of all options to be granted
under the Scheme and any other share option schemes
of the Company must not in aggregate exceed 10% of
the issued share capital of the Company as at the date
of the general meeting of the Company approving the
Scheme. The number of shares may be refreshed by
the approval of the shareholders and the refreshed limit
of the number of shares must not exceed 10% of the
issued share capital of the Company as the date of the
approval of the refreshed limit. The maximum number
of shares of the Company which may be issued upon
exercise of all outstanding options granted and yet to
be exercised under the Scheme and any other share
option schemes of the Company must not exceed 30%
of the total number of shares of the Company in issue
from time to time.

The total number of shares available for issue under the
Scheme is 133,327,000 Shares, representing 10% of
the total number of shares of the Company in issue as
at the date of this report.

Maximum entitlement of each participant

Total number of shares of the Company issued and to
be issued upon exercise of the options granted to each
participant (including exercised or outstanding options)
in any 12-month period shall not exceed 1% of the
total number of shares in issue as at the date of grant.
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(e)

()

(9)

(h)

SOFTPOWER INTERNATIONAL LIMITED

Minimum period for options to be held

No minimum period for which an option must be held
before it can be exercised unless otherwise specified in
the relevant offer letter.

Period and payment on acceptance of options

Pursuant to the Scheme, HK$10 is payable by the
grantee to the Company on acceptance of the option
within 28 days from the date of grant of the option.

Basis determining the subscription price

The subscription price of a share in respect of any
particular option granted under the Scheme shall be
a price determined by the Board and notified to the
participants and shall be at least the highest of (a)
the closing price of the shares as stated in The Stock
Exchange of Hong Kong Limited (the “Hong Kong Stock
Exchange”) daily quotation sheet on the date on which
the options are deemed to be granted and accepted
in accordance with the terms of the Scheme (the
“"Commencement Date”), which must be a business
day; (b) the average closing price of the shares as stated
in the Hong Kong Stock Exchange’s daily quotation
sheet for the five business days immediately preceding
the Commencement Date; and (c) the nominal value of
the shares.

Life of the Scheme

Subject to earlier termination by the Company at
general meeting or by the Board, the life of the Scheme
commenced from 21 May 2015, the date of adoption,
and ended on 20 May 2025.

As at 31 December 2018, no share option was granted
by the Company under the 2015 Scheme.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN THE SHARES, UNDERLYING SHARES OR
DEBENTURES

The interests of the directors in the share options of the Company
are separately disclosed in the section headed “SHARE OPTION
SCHEME" above.

As at 31 December 2018, the interests and short positions of
the Directors and chief executive of the Company in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO")) as recorded in the
register required to be kept under Section 352 of the SFO or as
otherwise notified to the Company and the Hong Kong Stock
Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”), were set out
below:

Long positions in the shares and underlying share of
the Company

Personal
Name of Director Capacity Interests
ELE % AR
Yu Ben Ansheng Beneficial owner/Interest 3,000,000
%A of controlled corporation
BRBAN/RENEERR
Note:

These shares are held by King Jade Holdings Limited, which is wholly and
beneficially owned by Mr. Yu Ben Ansheng, an executive Director and the
Chief Executive Officer of the Company. Accordingly, Mr. Yu is deemed to
be interested in such shares under the SFO.
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R-ZE-NF+_A=1t—H ARQAE
EREETHRABRA R A S E A5
ZE(ERREFRRAEEN((FH AR
fERP1]) EXVER) BB 12 - MEEE ) B
EH BEARBELNARRREZESLE
B 1R 5 352 1R 77 2 B Re ffft 2 #E 2 30K
BRARBLETAREFETESRS
MIREST R (TMRESTA) MEARE RE
BT BETORRANT

REQXARGEEBRD 2HFR

Approximate
percentage of
Corporate shares in issue
Interests Total RERTRS
EEER &t BREat
146,000,000 149,000,000 11.18%

(Note f32)

Hfat

% % % 17 A King Jade Holdings Limited#% 4 © #%
NAHAMRERE (RARIZHITESREEH
1) 2EE=HA -Hit IRIEFHFREBAEER -
BEEHERRZEROFRAER -
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Save as disclosed above and in the section headed “SHARE
OPTION SCHEME" above, as at 31 December 2018, none of the
Directors or chief executive or their respective associates had
any interests or short positions in shares, underlying shares and
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the
register required to be kept under Section 352 of the SFO or as
otherwise notified to the Company and the Hong Kong Stock
Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2018, the interests or short positions of the
following persons or corporations, other than the Directors or
chief executive of the Company, in the shares and underlying
shares of the Company as recorded in the register required to
be kept by the Company under Section 336 of the SFO were as
follows:

Long position in share and underlying share of the
Company

B EX R »—Hi [ FERAERT &1 PR EEE sl

R-E-NF+_A=1t—H HEE=F
FBEEITHRABXBRESBZBEALR

ARRA S EATEEEE (E& RE5 I

B IRBISEXVER) B Rt - AR IR 1D N B

 EARETNADRIREES KM

E{\mfﬁll%’3521%@52%:@%2*& 5 30K

F' CRARBEREETAMNEARARLER
R ZRESBIRR ©

FERR
RZE—NF+ZA=+—H HUTAZL
FEB (LB AR REERHRET
BABBKRIN RAR R &R D %
EABERRARBREESRPEIEGE
BHFFEZERMZERSORBWT ¢

|,
0]

REQXTROREBRRG 2FR

Approximate

Number of shares/ percentage

underlying shares held of shares in issue

Name of shareholders Capacity RS, e BT

IRER A B4 HERDHE ROMAB D

Singapore Zhongxin Investment Beneficial owner 437,234,620 32.79%
Company Limited ®ete 1 #1) ERBAEA

Li Juan (Note2) Interest of spouse 437,234,620 32.79%

2= 35 (AiE2) B

Qu Zhi Beneficial owner 333,317,500 25%
thE EREAA

King Jade Holdings Limited Beneficial owner 146,000,000 10.95%

(Note 3 {7t 3)

EmEBA
Notes:

1. Singapore Zhongxin Investment Company Limited is wholly and
beneficially owned by Mr. Lai Guanglin, the former executive
Director and the Chairman of the Company. Accordingly, Mr. Lai is
deemed to be interested in such shares under the SFO.

2. Ms. LiJuan, the spouse of Mr. Lai Guanglin, is also deemed to be
interested in Mr. Lai's interest in the Company under the SFO.

3. King Jade Holdings Limited is wholly and beneficially owned by Mr.
Yu Ben Ansheng, an executive Director and the Chief Executive
Officer of the Company. Accordingly, Mr. Yu is deemed to be
interested in such shares under the SFO.

SOFTPOWER INTERNATIONAL LIMITED ®HEKER LD A

Wt

1. Singapore Zhongxin Investment Company
Limited J3 /A Lai Guanglinﬁ'ﬁf—E (RRABZHA
ERTESHRIE) 2ETEHEHA - Fitt
REBE 5 L EGED - Lai B PR BN
SRRty A Ex -
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Save as disclosed above, as at 31 December 2018, the Company
had not been notified by any persons or corporations, 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 as recorded in the register required to be kept by
the Company under Section 336 of the SFO.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Group
were entered into or existed during the year.

DONATIONS

Donations for charitable made by the Group during the year
amounted to HK$3,000.

SHARES ISSUED

The Company has not issued any share during the year ended 31
December 2018.

DEBENTURE ISSUED

The Company has not issued any debenture during the year ended
31 December 2018.

EQUITY-LINKED AGREEMENTS

Save as disclosed under the section headed “SHARE OPTION
SCHEME" above, no equity-linked agreements were entered into
by the Group, or existed during the year.

PERMITTED INDEMNITY PROVISION

Pursuant to the Company’s Bye-laws, every Director shall be
entitled to be indemnified out of the assets of the Company
against all losses or liabilities which he/she may sustain or incur in
or about the execution of the duties of his/her office or otherwise
in relation thereto.

The Company has arranged appropriate directors’ and officers’
liability insurance coverage for the Directors and officers of the
Group throughout the year.
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MATERIAL INTERESTS IN TRANSACTION,
ARRANGEMENT OR CONTRACT OF SIGNIFICANCE

Save as the disclosure of related party transactions set out in Note
28 to the financial statements, no Director or an entity connected
with Director had a material interest, whether directly or indirectly,
in any transaction, arrangement or contract of significance in
relation to the business of the Group to which the Company, its
holding company, or any of its subsidiaries or fellow subsidiaries
was a party during the year.

CONTROLLING SHAREHOLDER'S INTERESTS IN
CONTRACTS OF SIGNIFICANCE

There was no contract of significance between any members of
the Group and the Company’s controlling shareholders subsisting
at the end of the year or at any time during the year.

ARRANGEMENT TO PURCHASE SHARES OR
DEBENTURES

Save as disclosed under the section headed “SHARE OPTION
SCHEME" above, at no time during the year was the Company
or any of its subsidiaries a party to any arrangements to enable
the Directors of the Company to acquire benefits by means of the
acquisition of shares or debentures of the Company or any other
body corporate.

CONNECTED TRANSACTION

On 1 April 2018, the Group engaged Mr. Lai Guanglin, the
former executive Director and the Chairman of the Company who
resigned on 30 March 2018 and is also the substantial shareholder
of the Company, as a consultant of the Company for a sum of
HK$2,976,000 per annum being the consultancy fee for a term
of one year from 1 April 2018 to 31 March 2019 (both dates
inclusive) as agreed by both parties. This is a connected transaction
which is exempted under Rule 14A.76 of the Listing Rules.

CONTINUING CONNECTED TRANSACTION

As mentioned in the announcement dated 11 May 2016 and the
circular dated 15 July 2016 of the Company, on 11 May 2016,
Mao Xing Limited, a wholly-owned subsidiary of the Company
(the “Lender”), entered into a loan agreement (the “Loan
Agreement”) with China Victory International Holdings Limited,
(the “Borrower”), pursuant to which the Lender has conditionally
agreed to grant to the Borrower a loan facility in the amount of up
to US$10,000,000 (equivalent to approximately HK$77,746,000)
upon and subject to the terms and conditions set out therein.
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As at the date of the Loan Agreement, Mr. Lai Guanglin, an
executive Director, the Chairman and a controlling shareholder,
held approximately 57.79% of the issued share capital of the
Company (Mr. Lai decreased his shareholding to approximately
32.79% on 25 January 2018 and resigned as executive Director
and the Chairman on 30 March 2018) and is also the controlling
shareholder of Agria Corporation. The Borrower is an associate
of Mr. Lai Guanglin and therefore a connected person of the
Company under Chapter 14A of the Listing Rules. As such, the
transactions contemplated under the Loan Agreement constitute
continuing connected transactions for the Company under
Chapter 14A of the Listing Rules.

The proposed annual caps of the maximum principal loan
outstanding for the financial years ended 31 December 2016, 31
December 2017, 31 December 2018 and period ending 1 August
2019 were US$10,000,000 for each year/period. The annual
caps of the interest amounts for financial years ended/ending 31
December 2016, 31 December 2017, 31 December 2018 and
period ending 1 August 2019 were US$450,000, US$1,100,000,
US$1,100,000 and US$650,000 respectively (“Annual Caps”).
The Annual Caps of the principal loan outstanding and interest
amounts were approved by the shareholders of the Company at
the Company’s special general meeting held on 1 August 2016.

On 15 December 2017, the Lender has entered into a deed of
novation (the “Deed of Novation”) with the Borrower and Agria
Group Limited (the “New Borrower”), pursuant to which the
Borrower agreed to novate and the New Borrower agreed to
assume, from the date of the Deed of Novation, all the Borrower’s
rights and obligations in and under the Loan Agreement, upon and
subject to the terms and conditions set out therein. Accordingly,
the Borrower is released from any obligation under the Loan
Agreement to be performed on or after the date of the Deed of
Novation. Save and except for the above novation, all other terms
as set out in the Loan Agreement remained unchanged. The Deed
of Novation was approved by the shareholders of the Company at
the Company’s special general meeting held on 23 February 2018.

The independent non-executive Directors of the Company have
reviewed the continuing connected transaction and confirmed
that (i) the entering into of the Loan Agreement, although is not
conducted in the ordinary and usual course of business of the
Group, is in the interests of the Company and the shareholders as
a whole; and (ii) the terms of the loan agreement and the Annual
Caps are on normal commercial terms and are fair and reasonable.
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The Company’s auditor was engaged to report on the Group’s
continuing connected transaction 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 the Hong
Kong Listing Rules” issued by the Hong Kong Institute of Certified
Public Accountants.

The auditor has issued an unqualified letter containing its findings
and conclusions in respect of the above mentioned continuing
connected transaction in accordance with Rule 14A.56 of the
Listing Rules. A copy of the auditor’s letter has been provided by
the Company to the Stock Exchange.

Save as disclosed above and in Note 28 to the financial
statements, during the year, there were no connected transactions
or continuing connected transactions of the Company under
Chapter 14A of the Listing Rules which are required to comply
with any of the reporting, announcement or independent
shareholders’ approval requirements under the Listing Rules.

MAJOR CUSTOMERS AND SUPPLIERS

The percentages of purchases and sales for the year attributable
to the Group’s major suppliers and customers are as follows:

Purchases

- the largest supplier 23.36%
- five largest suppliers combined 60.66%

Sales

—  thelargest customer 4.02%
- five largest customers combined 13.90%

None of the Directors, their 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 the major suppliers or
customers noted above.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

Details of the compliance with corporate governance code of
the Company are set out in the “CORPORATE GOVERNANCE
REPORT" of this Annual Report.
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AUDIT COMMITTEE

The audit committee consists of three independent non-executive
Directors, namely Mr. Wong Yee Shuen, Wilson, Mr. Chen Wei
Wen and Mr. Guan Zhigiang.

By reference to "A Guide for the Formation of An Audit
Committee” published by the Hong Kong Institute of Certified
Public Accountants, written terms of reference which describe the
authority and duties of the audit committee were prepared and
adopted by the Board of the Company.

The annual results have been reviewed by the audit committee of
the Company.

SUFFICIENCY OF PUBLIC FLOAT

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

AUDITORS

The financial statements have been audited by PricewaterhouseCoopers
who retire and, being eligible, offer themselves for re-appointment.

By Order of the Board

Lai Fulin
Chairman

Hong Kong, 25 March 2019
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Independent Auditor’s Report
B B3RS
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To the Shareholders of Softpower International Limited
(incorporated in Bermuda with limited liability)

Opinion
What we have audited

The consolidated financial statements of Softpower International
Limited (the “Company”) and its subsidiaries (the “Group”) set
out on pages 63 to 163, which comprise:

e the consolidated statement of financial position as at 31
December 2018;

e the consolidated income statement for the year then ended;

e the consolidated statement of comprehensive income for the
year then ended;

e the consolidated statement of changes in equity for the year
then ended;

e the consolidated statement of cash flows for the year then
ended; and

e the notes to the consolidated financial statements, which
include a summary of significant accounting policies.

Our opinion

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

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards
on Auditing (“HKSAs") issued by the HKICPA. Our responsibilities
under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Consolidated Financial
Statements section of our report.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Independence

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.

Key Audit Matters

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

The key audit matters identified in our audit are summarised as
follows:

. Net realisable value of inventories
e Impairment of trade receivables

e Impairment of loan to a related company
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BYRZBEMRE

Keggaugit matter
EifER

Net realisable value of inventories
Refer to notes 4 and 16 to the consolidated
financial statements.

As at 31 December 2018, inventories of
the Group amounted to approximately
HK$235 million. As described in the Basis
of preparation and accounting policies
in note 2(h) to the consolidated financial
statements, inventories are carried at the
lower of cost and net realisable value.

Management applied judgment in
determining the appropriate provisions
for obsolete inventories and inventories
with net realisable value below cost. Net
realisable value is determined based upon a
detailed analysis of the aging of inventories
on a product-by-product basis, and with
reference to their latest invoice prices and
current market conditions. An impairment
provision of approximately HK$17 million
has been recorded to reduce the carrying
value of certain inventories to their
estimated net realisable value.

We focused on this area due to the size of
the balances and the judgment involved
by management in determining the net
realisable value of the inventories.
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How our audit addressed the Key audit matter

BN ETNMEERRENSEE

Our procedures in relation to management’s assessment on net
realisable value of inventories included:

—  We understood and evaluated the appropriateness and
consistency of the basis management used in estimating the level
of provision for inventories by comparing the historical accuracy
of inventory provisioning, on a sample basis, to the realised
amount; and reviewing the level of inventory write-offs during
the year.

—  Checked, on a sample basis, the accuracy of inventory aging used
by management to estimate the appropriate provision for slow
moving and obsolete inventories.

—  Performed audit analytics on inventory holding and movement
data to identify products with indication of slow moving or
obsolescence.

—  Compared the carrying amounts of a sample of inventories
to their net realisable value through a detailed review of sale
subsequent to the year end to check for completeness of the
associated provision. Where there are no subsequent sales
of the respective products after the year end, we challenged
management as to the realisable value of the products,
corroborating explanations with the aging, sales orders, historical
margins and marketability of the respective inventories, as
appropriate.

Based on the procedures performed, we found the assumptions of
management in relation to assessment on net realisable value of
inventories to be supportable by available evidence.
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Keggaugit matter
EifER

Impairment of trade receivables
Refer to notes 4 and 17 to the consolidated
financial statements.

As at 31 December 2018, the Group held
gross trade receivables of approximately
HK$115 million with provision for loss
allowance of approximately HK$0.7 million.
Provision is made for lifetime expected
credit losses on trade receivables.

Management applied judgement in
determining the appropriate loss allowance
on trade receivables. Trade receivables
relating to customers with known financial
difficulties or significant doubt on collection
are assessed individually for provision for
loss allowance. Expected credit losses are
estimated by grouping the remaining trade
receivables based on shared credit risk
characteristics and collectively assessed
for likelihood of recovery, taking into
account the nature of the customers, their
geographical locations and their ageing
categories, and applying expected credit
loss rates to the respective gross carrying
amounts of the trade receivables. The
expected credit loss rates are determined
based on the Group’s historical credit loss
experience with an adjustment to reflect
current and forward-looking information
such as macroeconomic factors affecting
the ability of the customers to settle the
receivables.

We focused on this area due to the size
of the balances and the judgment and
estimates involved by management in
determining the expected credit loss
allowance of the trade receivables.
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How our audit addressed the Ke

Independent Auditor’s Report
B 3 % BLAD R

audit matter

BMNETNMNEERRENEE

Our procedures in relation to management’s assessment on provision
for loss allowance on trade receivables included:

We understood, evaluated and tested, on a sample basis,
management’s key control over the assessment on recoverability
of trade receivable balances and the related loss allowance,
including periodic review on trade receivables aging, historical
loss rates and approval of provision made.

Checked, on a sample basis, the accuracy of trade receivables
aging used by management to estimate the appropriate provision
for loss allowance.

Obtained management’s assessment on the expected credit loss
allowance of trade receivables and assessed the reasonableness
of the expected loss rates. We corroborated and validated
management’s assessment based on the historical settlement
pattern, correspondence with the customers, and evidence from
external sources including the relevant public search results
relating to the financial circumstances of the relevant customers.

We assessed management’s assessment of current market condition
and forward-looking information such as macroeconomic factors by
comparing the data used by management against publicly available
information.

We checked the mathematical accuracy of management’s
calculation for loss allowance of trade receivables.

Based on the procedures performed, we found the judgement and
estimates made by management in relation to assessment on provision
for loss allowance on trade receivables to be supportable by available
evidence.
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Keggaugit matter
EifER

Impairment of loan to a related company
Refer to notes 4, 17 and 28 (d) to the
consolidated financial statements.

As at 31 December 2018, the Group held a
loan to a related company of approximately
HK$79 million.

Management applied judgement in
determining the appropriate loss allowance
for impairment of loan to the related
company. The loan is secured by the entire
issued shares of a wholly owned subsidiary
of the related company, which are not
publicly traded, and guaranteed by the
holding company of the related company
(the "Guarantor”). The loan is interest
bearing and repayable by July 2019 as
detailed in note 28(d) to the consolidated
financial statements.

Management reviewed the financial
conditions of the related company and
the Guarantor, taking into account the
settlement history of the related interest
elements, and concluded that no loss
allowance is required for such loan as at 31
December 2018.

We focused on this area due to the size
of the balance and the judgment involved
by management in determining the
recoverable amount of the loan.
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How our audit addressed the Key audit matter

BN ETNMEERRENSEE

Our procedures in relation to management’s impairment assessment
on the loan receivable included:

—  We reviewed the loan agreement and obtained direct
confirmation from the related company on the balance and terms
of the loan as at 31 December 2018 with no exception.

—  Checked, on a sample basis, the accuracy of interest payment
received and whether they are in accordance with the terms of
the loan.

—  We challenged management as to the recoverability of the loan,
corroborating explanations with the latest financial information
of the related company and the Guarantor and correspondence
with the relevant parties.

Based on the procedures performed, we found the assumptions of

management in relation to the impairment assessment on loan to the
related company to be supportable by available evidence.
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Independent Auditor’s Report

Other Information

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

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

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

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

Responsibilities of Directors and Audit Committee
for the Consolidated Financial Statements

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

In preparing the consolidated financial statements, the directors
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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Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. We report our
opinion solely to you, as a body, in accordance with Section 90 of
the Companies Act 1981 of Bermuda 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:

e 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.

e 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.

e  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 Auditor’s Report

Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements (Continued)

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

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

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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Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements (Continued)

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

The engagement partner on the audit resulting in this independent
auditor’s report is Mak Tze Leung, William.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 25 March 2019
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Revenue
Cost of sales

Gross profit
Other gains, net

Selling and distribution costs

General and administrative expenses

Reversal of/(provision for) impairment
of financial assets

Operating profit

Finance income
Finance costs

Finance income, net

Profit before income tax

Tax expense

Profit for the year

Profit attributable to:
Equity holders of the Company
Non-controlling interests

Earnings per share
Basic and diluted

The notes on pages 70 to 163 are an integral part of these
consolidated financial statements.

Consolidated Income Statement

meEWER
For the year ended 31 December 2018
BE-—T—N\FE+-_A=t+—HItEE
2018 2017
—E-NEF —ET—+F
Note HK$'000 HK$°000
ka FET FET
A 5 538,155 650,461
SHE KA 7 (390,671) (441,328)
EA 147,484 209,133
H b Uy 255558 6 4,267 2,623
HE Ko A 7 (20,844) (23,542)
—MRITHER 7 (113,018) (111,982)
TREENRE
%, (B ) 7 3,523 (198)
# R 21,412 76,034
B UR A 9 10,111 10,359
B8 A 9 (2,051) (2,219)
B s A F 5 A\ 8060 8,140
R F 29,472 84,174
B H 10 (4,621) (9,386)
REEm 24,851 74,788
A EER
KRRIEZFEA 26,015 74,945
FEZE AR M (1,164) (157)
24,851 74,788
HK cents HK cents
B JEN
BB EF
HEARN#E 11 1.95 5.62
702163 B2 ANESRATEREK
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Consolidated Statement of Comprehensive Income

mEEERER

For the year ended 31 December 2018
HE_ZT-\F+Z_A=+—HLFE

Profit for the year

Other comprehensive income:
Item that will not be reclassified
subsequently to profit or loss
Actuarial (loss)/gain on
post-employment benefit
obligations, net of tax
Item that may be subsequently
reclassified to profit or loss
Currency translation differences

Other comprehensive income
for the year, net of tax

Total comprehensive income
for the year

Total comprehensive income
attributable to:
Equity holders of the Company
Non-controlling interests

The notes on pages 70 to 163 are an integral part of these

consolidated financial statements.
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2018 2017

—E-N\F —E—+tF

Note HK$’000 HK$'000
Bt FET FHET
24,851 74,788

22 (110) 935
(1,156) (4)
(266 931

23,585 75,719

24,744 75,876
(1,159) (157)

23,585 75,719
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Consolidated Statement of Financial Position
mEMBRRR

As at 31 December 2018
RZZE-NF+=ZA=+—AH

2018 2017
—E-N\F —E—tF
Note HK$’000 HK$'000
Kzt FET FET
ASSETS BE
Non-current assets ERBEE
Property, plant and equipment WME - WEREE 13 21,377 5,317
Loan to a related company ERT—HEEAQR 17 - 78,357
Rental deposits and other assets HEReNHEMEE 17 7,337 7,327
28,714 91,001
Current assets REEE
Inventories rE 16 235,309 204,341
Loan to a related company ERT—HBEEQT 17 78,540 =
Trade receivables B 5 rWEIE 17 114,747 119,390
Deposits, prepayments and other e ERREMM
receivables JE Uk k18 17 39,741 60,906
Financial assets at fair value through BAREBETFABRZZ
profit or loss TREE 18 2,601 2,744
Tax recoverable AT 4 B 77 18 2,111 =
Pledged certificate of deposit [T 19 10,000 10,000
Pledged bank deposits DR ITER 19 31,000 37,000
Cash and bank balances e RIRTTHER 20 130,117 146,571
,,,,,,,, 644,166 580,952
Total assets WEE 672,880 671,953

The notes on pages 70 to 163 are an integral part of these BIOERI13HE W ALERAMBHRE
consolidated financial statements. ZEREE D o
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Consolidated Statement of Financial Position

mEMBRR K

As at 31 December 2018
RZZE-—NF+ZA=+—8

EQUITY

Equity holders
Share capital
Reserves

Non-controlling interests
Total equity

LIABILITIES
Non-current liabilities

Deferred tax liabilities
Other non-current liabilities

Current liabilities

Trade payables, other payables and
contract liabilities

Taxation payable

Borrowings

Total liabilities
Total equity and liabilities
Net current assets

Total assets less current liabilities

The financial statements on pages 63 to 163 were approved by
the board of Directors on 25 March 2019 and were signed on its

behalf:

Lai Fulin 3812 &%

Director &%

R
BHEFHEA
AR
Gk

TR S

mER

a8
FRBEE

ELERBRE
HpIERsaE

RBEE

B85 HiENRER
BRAE

TR

&8

wEfE

HMEZREE

REBEEFE

REERABER

The notes on pages 70 to 163 are an integral part of these

consolidated financial statements.

SOFTPOWER INTERNATIONAL LIMITED

BHEBRERLDH

2018 2017

—E-N\F —E—tF

Note HK$000 HK$'000
Wi et FET TET
21 26,665 26,665
22 510,150 485,377
536,815 512,042

4,618 -

541,433 512,042

24 1,352 436
2,862 2,572

4,214 3,008

5 69,227 82,436
562 3,990

23 57,444 70,477
________ 0 NGO
131,447 159,911

672,880 671,953

516,933 424,049

545,647 515,050

FEIERI3EMPTEBRREREFTET R
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Consolidated Statement of Changes in Equity
MEEREEX

For the year ended 31 December 2018
BE-T—)\F+-_A=1+—HLEE

Atributable to equity holders of the Company
FARERRENERTN

Share-
based Non-
Share  Share  Cepital  Meer  Statutoy  Other  Exchange  payment  Refained  contraling
copial  premum reseve reene  resene TS TeSeVe  fesene  eamings inferest Total
R
RER
RE ROEE EREE AfEE  ZERE EbBR EXEE NRRE  RERN FARER 0 £%
HKS'000  HKS'000  HKS'000  HKSO00  HKS000  HKS000  HKS000  HKS00  HKSO00  HKS'000  HKS'000
fér T T TET FEr TEr TR T TEr TR TR

At 1 January 2017 RE-+E-R-A 26605 126618 3415 3700 U 200 1107 5097 238580 8 43668
Profitfor the year RER AN - - - - - - - - WS (5] 74788
Other comprehensie income TR
Actuariel gan on post-employment - BB RAERAEE
benefit obligations, netof tax W BROER - = > - = 85 = = = = 9
Curency transaton diferences ERAEEE - - - - - = 4 = = = 4
Totel comprehensive income TEERENREE
for the year - - - - - 935 o - 494 (157) 75719
Transactions with owners HREAIRS:
Share-based payment WD BERAA - - - - - 3 3 ) = = %
Changes in ownership interests n - EvssiL
subsciaris ithout changes FrAEREY
of ot WAVANSYERN ST R RN o el e
At31 December 2017 IRtk
+ZA=t-A 26665 126618 34115 3700 U 1,205 1103 5252 313360 - S
The notes on pages 70 to 163 are an integral part of these EI0E163 B LM R ELRE M BEmE
consolidated financial statements. ZEREE D o
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Consolidated Statement of Changes in Equity
MEEREEX

For the year ended 31 December 2018
BE-_Z— \F+-ZA=+—HLFE

At 1 January 2018

Profit for the year
Other comprehensive income:
Actuarialoss on post-employment
benefit obligations, net of tax
Currency translation diferences

Total comprehensive income
for the year

Transactions with owners:
Share-based payment
Transfer upon [apse of share options

Acquistion of a subsidiary

At 31 December 2018

Attributable to equity holders of the Company

KOAREREAREDH
Share-
hased Non-
Share  Share  Capital  Merger Statutory ~ Other Exchange  payment  Retained controlling
capitll  premium  reserve  reserve  reseve  reserve  reserve  reserve  eamings interests Total
WRH
BERN
Bx  RORE ExEE AHERE RBE AUEE EXBE ARBE  RERN FERER b
HKS000  HKS000  HKS'000  HKS000  HKS000  HKS00  HKS000  HKS000  HKS000  HKS'000  HKS'000
Fér TEr FEr TEr FEr  TAL FEr fEL TEr fEL TEn
W_2-\F-A-H 2,605 126618 34115 3,700 pl! 1,205 1,103 525 313360 - 510m
REREH - - - - - - - - B0 (16 48
EH2ENG:
BREENERNRSR
BE MBRER - - - - - (1) - - - - ()
SEABEE - - - - - - () - - 5 (1156)
reR2EkELE
- - - - - (110) (1,161 - 015 (1159 23585
BREAZRS:
WD BERHM - - - - - - - 2 - - i)
RERERNEE - - - - - - - ) 9 - -
bE-RHRL Sttt - - smosm
R\
+ZA=t-A 2,605 126618 34115 3,700 pl! 1,095 (58) 4356 340300 4618 541433
The notes on pages 70 to 163 are an integral part of these EI0E163 B LM Rt ELRE M B @K
RS o

consolidated financial statements.
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Cash flows from operating activities

Cash generated from operations
Interest paid

Interest received

Income tax paid

Net cash generated from
operating activities

Cash flows from investing activities

Purchase of property, plant and
equipment

Proceeds from disposal of property,
plant and equipment

Acquisition of a subsidiary

Dividend income from financial assets
at fair value through profit or loss

Net cash used in investing activities

Cash flows from financing activities

Drawdown of borrowings
Repayment of borrowings
Purchase of pledged certificate

of deposit
Decrease in pledged bank deposits
Redemption of pledged

certificate of deposit

Net cash used in financing activities

Net decrease in cash and cash
equivalents

Exchange differences

Cash and cash equivalents at
beginning of the year

Cash and cash equivalents at end
of the year

The notes on pages 70 to 163 are an integral part of these

consolidated financial statements.

Consolidated Statement of Cash Flows
GERERER

For the year ended 31 December 2018

REXBRERE

REXBELZRE
ERHE

B UH 2

B ATEH

RETDELRSFE

REXEBZRERE

BAME  BEERE
HEWE - BERRE

P18 5IR
Wi — R B
BRARBEFARR

ZERMEEZBREBA
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MEZBH2RERE

RAEE
EEEE

BACEMERE
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ERERENER

MEEMAREFHE

Re kReFEWRD

FER

PE 3 ERR
FzRE LR
ZEY

FRZASRAS
EEY

BE—E— \F+-_A=-+—AILFE

2018 2017

—EB-N\F —FE—tF

Note HK$’000 HK$°'000
Kz FET FET
27 14,053 3,946
(2,045) (2,240)

10,053 10,341
(9,656) (9,038)

12,405 3,009
(10,617) (3,312)

27 136 125
317 (10,655) =
105 78
(21,031) (3,109)

(387,818) 470,445
374,785 (473,959)

(9,971) =

6,000 =

10,000 =
(7004 (3,514)
(15,630) (3,614)

(824) 811

20 146,571 149,374
20 130,117 146,571
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General information

Softpower International Limited (the “Company”) and its
subsidiaries (together the “Group”) are principally engaged
in trading of construction materials, mainly pipes and fittings.

The Company is a limited liability company incorporated
in Bermuda. The address of its registered office is Canon'’s
Court, 22 Victoria Street, Hamilton HM 12, Bermuda. The
Company’s shares are listed on the Main Board of The
Stock Exchange of Hong Kong Limited (“Hong Kong Stock
Exchange”).

These consolidated financial statements are presented in
Hong Kong dollars (“HK$"), unless otherwise stated. These
consolidated financial statements have been approved for
issue by the Board of Directors on 25 March 2019.

Basis of preparation and accounting policies

The principal accounting policies adopted in the preparation
of these consolidated financial statements are set out below.
These policies have been consistently applied to all the years
presented, unless otherwise stated.

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
("HKFRSs"”) and the disclosure requirements of the Hong
Kong Companies Ordinance (Cap. 622) under the historical
cost convention, as modified by the revaluation of financial
assets at fair value through profit or loss, which are carried at
fair value.

The preparation of financial statements in conformity
with HKFRSs requires the use of certain critical accounting
estimates. It also requires management to exercise its
judgement in the process of applying the Group’s accounting
policies. The areas involving a higher degree of judgement
or complexity, or areas where assumptions and estimates
are significant to the consolidated financial statements, are
disclosed in Note 4.

SOFTPOWER INTERNATIONAL LIMITED ®HEKER LD A

Notes to the Consolidated Financial Statements
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Notes to the Consolidated Financial Statements

Basis of preparation and accounting policies
(Continued)

The Group has applied the following standards, amendments

and interpretation for the first time for the annual reporting

period commencing 1 January 2018:

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with
Customers

Classification and Measurement
of Share-based Payment
Transaction

Applying HKFRS 9 Financial

Instruments with HKFRS 4
Insurance Contracts

Amendments to HKFRS 2

Amendments to HKFRS 4

Amendments to HKFRS 15  Clarifications to HKFRS 15

Amendments to HKFRSs Annual Improvements to

HKFRSs 2014-2016 Cycle

Amendments to HKAS 40 Transfers of investment
property

Foreign currency transactions
and advance consideration

HK (IFRIC) 22

The Group had to change its accounting policies and make
retrospective adjustments, where relevant, as a result
of adopting HKFRS 9 and HKFRS 15. Reclassification of
impairment losses on financial assets is also required as a
result of consequential changes made to HKAS 1 Presentation
of Financial Statements. Impairment losses on financial assets
that were previously classified as administrative expenses
are now presented separately in the consolidated income
statement.

Save as disclosed below, the adoption of other amendments
on standards and interpretation did not have any material
impact on the consolidated financial statements of the Group
for the year.

e ISR R MR

RAEEERETBEER (@)

AEBER-_ZT-N\F-—A—-H%KZ
& PR B B BRER A T 5 2R
ERT 2 BRI i B

EEIBRELER S@mIA
E 95

EEPBREER BEEHWE
1558

ERMBREEDN UBRHAEERNRR
2% (BRI A) SN ERE

EAMBHREEN RABTEHBREE
%458 (BRTA) BIFREMT R
LEBMEREE

AIEARRRAR

BRMBRERD BAMBEREEAS

FISMEBITLR) 15RBRPANK
528
EAMBHEEN —T-NFEE-FT
CHEN) —NERHRZEE
PHHELERFE
MU
BB £ REWFE B
£ 405% (BRI A)
&7 (BRM B SNER B RENRE
HERERZE®)
REE 225

AEEEZEFEER - LHNKER
FEEWBHRELNFIRREENH
HEEREISHEMELERAERE G5
HE) AR EFBEFERE 1R 27
MBRRAFLNES THEHS
MEERBEBBETEN DM - LA
BEATHERMNTREENRER
BRAEEGAWERTIBULIIR -

B TP RSN - R E M B 2 £
AR REHANRERFENGASMB
BREBEMNEATE -

ANNUAL REPORT 2018 — & — \ FE F f

JAl



72

SOFTPOWER INTERNATIONAL LIMITED

Basis of preparation and accounting policies
(Continued)

HKFRS 9, ‘Financial instruments’

HKFRS 9 replaces the provisions of HKAS 39 that relate to
the recognition, classification and measurement of financial
assets and financial liabilities, derecognition of financial
instruments, impairment of financial assets and hedge
accounting.

The adoption of HKFRS 9 from 1 January 2018 resulted
in changes in accounting policies and adjustments to the
amounts recognised in the consolidated financial statements.
The new accounting policies are set out in Notes 2(f) and
2(i) below. In accordance with the transitional provisions in
HKFRS 9, comparative figures have not been restated.

Impact of adoption:

Classification and measurement of financial instruments

On 1 January 2018 (the date of initial application of HKFRS
9), the Group’s management has assessed which business
models apply to the financial assets held by the Group and
has classified its financial instruments into the appropriate
HKFRS 9 categories as detailed in Note 2(f) below. There
were no impact on the amounts recognized in relation to
these assets from the adoption of HKFRS 9.

There is also no impact on the Group’s accounting for
financial liabilities, as the new requirements only affect the
accounting for financial liabilities that are designated at fair
value through profit or loss and the Group does not have any
such liabilities.

BHEBRERLDH

2.

Notes to the Consolidated Financial Statements
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Notes to the Consolidated Financial Statements

Basis of preparation and accounting policies
(Continued)

HKFRS 9, ‘Financial instruments’ (Continued)

Impairment of financial assets

The Group has two types of financial assets that are subject
to HKFRS 9’s new expected credit loss model:

—  trade receivables

—  other financial assets at amortised cost (including bank
deposits, cash and cash equivalents, loan to a related
company, and other receivables)

The Group was required to revise its impairment
methodology under HKFRS 9 for each of these classes of
assets.

(i) Trade receivables

The Group applies the simplified approach to provide
for expected credit losses prescribed by HKFRS 9, which
permits the use of the lifetime expected losses for all
trade receivables. To measure the expected credit losses,
trade receivables have been grouped based on shared
credit risk characteristics and the days past due. Future
cash flows for each group receivables are estimated on
the basis of historical loss experience, adjusted to reflect
the effects of current conditions as well as forward
looking information.

The adoption of the simplified expected loss approach
under HKFRS 9 has not resulted in any material
additional impairment loss for trade receivables as at 1
January 2018.

2.
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Notes to the Consolidated Financial Statements
HmEMBEHRKRMEE

2. Basis of preparation and accounting policies
(Continued)

HKFRS 9, ‘Financial instruments’ (Continued)

Impairment of financial assets (Continued)

(i)

SOFTPOWER INTERNATIONAL LIMITED

Other financial assets at amortised cost

For other financial assets at amortised cost, the
expected credit loss is based on the 12-month expected
credit loss. It is the portion of lifetime expected credit
loss that results from default events on a financial
instrument that are possible within 12 months after
the reporting date. However, when there has been a
significant increase in credit risk since origination, the
allowance will be based on the lifetime expected credit
loss. Management has closely monitored the credit
qualities and the collectability of the other financial
assets at amortised cost and considers that the resulted
increase in loss allowance at 1 January 2018 was
immaterial.

While bank deposits and cash and cash equivalents are
also subject to the impairment requirements of HKFRS 9,
the identified impairment loss was immaterial.
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Notes to the Consolidated Financial Statements

Basis of preparation and accounting policies
(Continued)

HKFRS 15, ‘Revenue from contracts with
customers’

The Group has adopted HKFRS 15 from 1 January 2018
which resulted in changes in accounting policies and
adjustments to the amounts recognised in the consolidated
financial statements.

HKFRS 15 establishes a comprehensive framework for
recognising revenue and some costs from contracts with
customers. HKFRS 15 replaces HKAS 18, Revenue, which
covered revenue arising from sale of goods and rendering
of services, and HKAS 11, Construction Contracts, which
specified the accounting for construction contracts. The
Group has elected to use the modified retrospective
approach which means that the cumulative impact of the
adoption will be recognised in retained earnings at 1 January
2018. Therefore, comparative information has not been
restated and continues to be reported under HKAS 11 and
HKAS 18. As allowed by HKFRS 15, the Group has applied
the new requirements only to contracts that were not
completed before 1 January 2018.

The adoption of HKFRS 15 did not have any material impact
on the Group’s consolidated financial position and results of
operation for the year. There is also no material impact to
the Group'’s retained earnings as at 1 January 2018.

Under HKFRS 15, a receivable is recognised only if the Group
has an unconditional right to consideration. If the Group
recognises the related revenue before being unconditionally
entitled to the consideration for the promised goods and
services in the contract, then the entitlement to consideration
is classified as a contract asset.

Similarly, a contract liability, rather than a payable, is
recognised when a customer pays consideration, or is
contractually required to pay consideration and the amount
is already due, before the Group recognises the related
revenue. For a single contract with the customer, either a
net contract asset or a net contract liability is presented. For
multiple contracts, contract assets and contract liabilities of
unrelated contracts are not presented on a net basis.

2.
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Notes to the Consolidated Financial Statements

e M BHRRME

2. Basis of preparation and accounting policies

(Continued)

HKFRS 15, ‘Revenue from contracts with
customers’ (Continued)

The impact on the Group’s financial position by the
application of HKFRS 15 as compared to HKAS 18 and HKAS
11 that was previously in effect before the adoption of
HKFRS 15 is as follows:

RAEEERET B (@)

ERMBHRELENEISHIEFE
S EAIE )
BUERETENBREERNF 155 E
RZATEMNE BT ERIF 185 &
FEGHENFE NG AEENTK
RSB M S RS RIS 15
SFMXANFENAT

As at 1 January 2018
R=-2B-N\$—-A—H

Reclassification

As previously under
stated HKFRS 15 Restated
RER
B 3R 25 % A
F155%
Z Al 5 EHAE 27|
HK$000 HK$°000 HK$°000
FET FET FET
Consolidated statement of RE WA MR
financial position (extracted) (i ex)
Trade payables B SN FIE 39,493 £ 39,493
Accrual expenses and other TEIRE A R H A ER
payables KIE 42,943 (14,901) 28,042
Contract liabilities (Previously ~ AR &1& (Z B AB U
deposits received from EP&E®)
customers) - 14,901 14,901
82,436 - 82,436

SOFTPOWER INTERNATIONAL LIMITED ®HEKER LD A



Basis of preparation and accounting policies

(Continued)

The following new standards, amendments to standards and
interpretation have been issued but are not effective for the
financial year beginning 1 January 2019 and have not been

early adopted by the Group.

HKFRS 16

HKFRS 17

Amendments to HKFRS 3

Amendments to HKFRS 9

Amendments to HKFRS 10

and HKAS 28

Amendments to HKAS 1

and HKAS 8

Amendments to HKAS 19

Amendments to HKAS 28

HK (IFRIC) 23

Amendments to HKFRSs

Conceptual Framework for
Financial Reporting 2018

Leases’
Insurance contracts®
Definition of a business?

Prepayment Features with
Negative Compensation’
Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture*

Definition of Material?

Plan Amendments, Curtailment
or Settlement’

Long term interests in
associates and Joint ventures’

Uncertainty over income tax
Treatments'

Annual Improvements to

HKFRSs 2015-2017 Cycle'

Revised Conceptual Framework
for Financial Reporting?

1 effective for annual periods beginning on or after 1 January

2019

2 effective for annual periods beginning on or after 1 January

2020

E effective for annual periods beginning on or after 1 January

2021

& effective date to be determined

Notes to the Consolidated Financial Statements
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SOFTPOWER INTERNATIONAL LIMITED

Basis of preparation and accounting policies
(Continued)

The Group’s assessment of the impact of these new
standards, amendments to standards and interpretations is
set out below:

HKFRS 16, ‘Leases’

HKFRS 16 was issued in January 2016. It will result in almost
all leases being recognised on the consolidated statement
of financial position by lessees, as the distinction between
operating and finance leases is removed. Under the new
standard, an asset (the right to use the leased item) and
a financial liability to pay rentals are recognised. The only
exceptions are short-term and low-value leases.

The accounting for lessors will not significantly change.

HKFRS 16 will primarily affect the Group’s accounting as a
lessee of leases for properties, plant and equipment which
are currently classified as operating leases. As disclosed
in Note 26, as at 31 December 2018 the Group has non-
cancellable operating leases commitments of HK$187.3
million and HK$1.3 million in respect of properties and other
assets respectively, the majority of which is payable later than
one year after the reporting date. Upon the initial adoption
of HKFRS 16, the opening balances of lease liabilities and
the corresponding right-of-use assets will be recognised,
after taking into account the effects of discounting, as at 1
January 2019. The application of the new accounting model
is expected to lead to an increase in both assets and liabilities
and to impact on the timing of the expense recognition in
the profit or loss over the period of the lease.

The Group has not yet fully assessed the adjustments, if any,
that are necessary for example because of the change in the
definition of the lease term and the different treatment of
variable lease payments and of extension and termination
options. It is therefore not yet possible to estimate the
amount of right-of-use assets and lease liabilities that will
have to be recognised on adoption of the new standard
and how this may affect the Group’s profit or loss and
classification of cash flows going forward.

BHEBRERLDH

2.

Notes to the Consolidated Financial Statements
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Notes to the Consolidated Financial Statements

Basis of preparation and accounting policies
(Continued)

HKFRS 16, ‘Leases’ (Continued)

HKFRS 16 is mandatory for financial years commencing on
or after 1 January 2019. The Group will apply the standard
from its mandatory adoption date. The Group intends to
apply the simplified transition approach and will not restate
comparative amounts for the year prior to first adoption.

There are no other standards and interpretations that are
not yet effective that would be expected to have a material
impact on the Group in the current or future reporting
periods and on foreseeable future transactions.

(a) Consolidation

A subsidiary is an entity (including a structured entity)
over which the Group has control. The Group controls
an entity when the Group is exposed to, or has rights
to, variable returns from its involvement with the entity
and has the ability to affect those returns through its
power over the entity. Subsidiaries are consolidated
from the date on which control is transferred to the
Group. They are deconsolidated from the date that
control ceases.

The Group applies the acquisition method to account
for business combinations. The consideration transferred
for the acquisition of a subsidiary is the fair values of the
assets transferred, the liabilities incurred to the former
owners of the acquiree and the equity interests issued
by the Group. The consideration transferred includes
the fair value of any asset or liability resulting from a
contingent consideration arrangement. Identifiable
assets acquired and liabilities and contingent liabilities
assumed in a business combination are measured
initially at their fair values at the acquisition date.

2.
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2. Basis of preparation and accounting policies
(Continued)

(a) Consolidation (Continued)

The Group recognizes any non-controlling interest in
the acquire on an acquisition-by-acquisition basis. Non-
controlling interests in the acquire that are present
ownership interests and entitle their holders to a
proportionate share of the entity’s net assets in the
event of liquidation are measured at either fair value or
the present ownership interest’s proportionate share in
the recognised amounts of the acquiree’s identifiable
net assets. All other components of non-controlling
interests are measured at their acquisition date fair
value, unless another measurement basis is required by
HKFRS.

Acquisition-related costs are expensed as incurred.

If the business combination is achieved in stages,
the acquisition date carrying value of the acquirer’s
previously held equity interest in the acquire is re-
measurement are recognised in profit or loss.

Where settlement of any part of cash consideration
is deferred, the amounts payable in the future are
discounted to their present value as at the date of
exchange. The discount rate used is the entity’s
incremental borrowing rate, being the rate at which
a similar borrowing could be obtained from an
independent financier under comparable terms and
conditions. Contingent consideration is classified either
as equity or a financial liability. Amounts classified as
a financial liability are subsequently remeasured to fair
value with changes in fair value recognised in profit or
loss.

SOFTPOWER INTERNATIONAL LIMITED ®HEKER LD A

Notes to the Consolidated Financial Statements
HmEMBEHRKRMEE

2. WAUEERSTHER @)

(a) #&%kRE (#)

AR B E R WA - R
WEBE T M IFER R - )
BEIHIFERER AREFNT
Bz YETHBEA-BB
BREZLOBREERNFEE -
ARARBEIRAKHEAEE
AR B S AT B R FEEN
RSB OIMaTE - JFERE
3 H) P A EL A AR RR 0 2 W e B
HWARBEFE BRIFEEY
BREERREMBAALMEE
EEE -

WRE AR A EE AR HH ©

WMEBAHDEBET  RKE
BOAREBEEHRAERES K
AEREBIRENERZ BE
Mt EEAM RSB RAER
R

MRBESRENEABONEE
WIEH - RIR RO EN S BRI
RWBAMBRERR - AR X
REBMIZEERANE - BIER
HBIGEREART TBIBE AR
ESEUEENNE RERE
DTREDIEREE -DERS
MAEEMNSRBEREANEEE
HEtE AR EEES AR -



Notes to the Consolidated Financial Statements
mEMBEHRRMEE

2. Basis of preparation and accounting policies 2. RBUBEERETTBE @)

(Continued)

(a) Consolidation (Continued) (a) #=EKRE (&)

The excess of the consideration transferred, the amount
of any non-controlling interest in the acquiree and the
acquisition-date fair value of any previous equity interest
in the acquiree over the fair value of the identifiable
net assets acquired is recorded as goodwill. If the total
of consideration transferred, non-controlling interest
recognised and previously held interest measured
is less than the fair value of the net assets of the
subsidiary acquired in the case of a bargain purchase,
the difference is recognised directly in the income
statement.

Inter-group transactions, balances and unrealised
gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of
the transferred asset. Accounting policies of subsidiaries
have been changed where necessary to ensure
consistency with the policies adopted by the Group.

Transactions with non-controlling interests that do not
result In loss of control are accounted for as equity
transactions — that is, as transactions with the owners of
the subsidiary in their capacity as owners. The difference
between fair value of any consideration paid and the
relevant share acquired of the carrying amount of net
assets of the subsidiary is recorded in equity. Gains or
losses on disposals to non-controlling interest are also
recorded in equity.
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Notes to the Consolidated Financial Statements
HmEMBEHRKRMEE

2. Basis of preparation and accounting policies
(Continued)

(a)

(b)

SOFTPOWER INTERNATIONAL LIMITED

Consolidation (Continued)
Disposal of subsidiaries

When the Group ceases to have control, any retained
interest in the entity is re-measured to its fair value
at the date when control is lost, with the change in
carrying amount recognised in profit or loss. The fair
value is the initial carrying amount for the purposes
of subsequently accounting for the retained interest
as an associate, joint venture or financial asset. In
addition, any amounts previously recognised in other
comprehensive income in respect of that entity are
accounted for as if the Group had directly disposed
of the related assets or liabilities. This may mean that
amounts previously recognised in other comprehensive
income are reclassified to profit or loss.

Investments in subsidiaries are accounted for at cost less
impairment. Cost includes direct attributable costs of
investment. The results of subsidiaries are accounted for
by the Company on the basis of dividends received and
receivable.

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 executive directors
of the Company that makes strategic decisions.
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Notes to the Consolidated Financial Statements

2. Basis of preparation and accounting policies
(Continued)

(c) Foreign currency translation

()

(i)

Functional and presentation currency

Items included in the financial statements of each
of the Group’s entities are measured using the
currency of the primary economic environment
in which the entity operates (the “functional
currency”). The consolidated financial statements
are presented in HK$, which is the Company’s
functional and presentation currency.

Transactions and balances

Foreign currency transactions are translated into
the functional currency using the exchange rates
prevailing at the dates of the transactions or
revaluation where items are remeasured. Foreign
exchange gains and losses resulting from the
settlement of such transactions and from the
translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign
currencies are recognised in the income statement.
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2. Basis of preparation and accounting policies
(Continued)

(c) Foreign currency translation (Continued)

(iiij) Group companies

The results and financial position of all the Group
entities (none of which has the currency of a
hyperinflationary economy) that have a functional
currency different from the presentation currency
are translated into the presentation currency as
follows:

— assets and liabilities for each statement of
financial position presented are translated at
the closing rate at the date of that statement
of financial position;

— income and expenses for each income
statement are translated at average exchange
rates (unless this average is not a reasonable
approximation of the cumulative effect of
the rates prevailing on the transaction dates,
in which case income and expenses are
translated at the dates of the transactions);
and

— all resulting exchange differences are
recognised in other comprehensive income.

On consolidation, exchange differences arising
from the translation of the net investment in
foreign operations, and of borrowings and other
currency instruments designated as hedges of such
investments, are taken to other comprehensive
income.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated
at the closing rate. Currency translation differences
arising are recognised in other comprehensive
income.

SOFTPOWER INTERNATIONAL LIMITED ®HEKER LD A
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Notes to the Consolidated Financial Statements
mEMBEHRRMEE

2. Basis of preparation and accounting policies 2. RBUBEERETTBE @)

(Continued)
(c) INERE (&)

(c) Foreign currency translation (Continued)

(iiij) Group companies (Continued)
Disposal of foreign operation

On the disposal of a foreign operation (that is, a
disposal of the Group’s entire interest in a foreign
operation, or a disposal involving loss of control
over a subsidiary that includes a foreign operation,
a disposal involving loss of joint control over a joint
venture that includes a foreign operation, or a
disposal involving loss of significant influence over
an associate that includes a foreign operation), all
of the currency translation differences accumulated
in equity in respect of that operation attributable
to the owners of the company are reclassified to
profit or loss.

(d) Property, plant and equipment

Property, plant and equipment, comprising, leasehold
improvements, plant and machinery, equipment,
furniture and fixtures and motor vehicles are stated
at historical cost less accumulated depreciation
and accumulated impairment losses. Historical cost
includes expenditure that is directly attributable to the
acquisition of the assets.

Subsequent costs are included in the asset’s 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
expenses are charged to the consolidated income
statement during the financial period in which they are
incurred.
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2. Basis of preparation and accounting policies
(Continued)

(d) Property, plant and equipment (Continued)

Depreciation of property, plant and equipment is
calculated using the straight-line method to allocate
their costs to their residual values over their estimated
useful lives, as follows:

Plant, machinery and 3-10 years
equipment
Leasehold improvements 5 years or the lease
period, if shorter

Office furniture, fixtures 3-5 years
and fittings

Office equipment 3-5 years

Computer equipment 3-5 years

Motor vehicles 3-10 years

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at the end of each
reporting period.

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

Gains and losses on disposals are determined by
comparing proceeds with carrying amount and are
recognised within ‘Other gains/(losses), net’ in the
consolidated income statement.
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Notes to the Consolidated Financial Statements
mEMBEHRRMEE

2. Basis of preparation and accounting policies 2. RBUBEERETTBE @)

(Continued)
(e) RMIBARIZRERFEME

(e) Impairment of investments in subsidiaries

and non-financial assets

Assets that have an indefinite useful life, for example
goodwill, are not subject to amortisation and are
at least tested annually for impairment. Assets are
reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount may
not be recoverable. An impairment loss is recognised
for the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less costs
to sell and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels
for which there are separately identifiable cash flows
(i.e. CGUs). Non-financial assets other than goodwill
that suffered an impairment are reviewed for possible
reversal of the impairment at each reporting date.

Impairment testing of the investments in subsidiaries
is required upon receiving a dividend from these
investments if the dividend exceeds the total
comprehensive income of the subsidiary in the period
the dividend is declared or if the carrying amount of the
investment in the separate financial statements exceeds
the carrying amount in the consolidated financial
statements of the investee’s net assets including
goodwill.
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Notes to the Consolidated Financial Statements

e M BHRRME

2. Basis of preparation and accounting policies
(Continued)

(f) Financial assets

()

(i)

SOFTPOWER INTERNATIONAL LIMITED

Classification

From 1 January 2018, the Group classifies its
financial assets in the following measurement
categories:

—  those to be measured subsequently at fair
value (either through OCI or through profit or
loss), and

—  those to be measured at amortised cost.

The classification depends on the entity’s business
model for managing the financial assets and the
contractual terms of the cash flows.

For assets measured at fair value, gains and losses
will either be recorded in profit or loss or OCI.
For investments in equity instruments that are
not held for trading, this will depend on whether
the Group has made an irrevocable election at
the time of initial recognition to account for the
equity investment at fair value through other
comprehensive income (FVOCI).

Recognition and derecognition

Regular way purchases and sales of financial assets
are recognised on trade-date, the date on which
the Group commits to purchase or sell the asset.
Financial assets are derecognised when the rights
to receive cash flows from the financial assets
have expired or have been transferred and the
Group has transferred substantially all the risks and
rewards of ownership.
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Notes to the Consolidated Financial Statements
mEMBEHRRMEE

2. Basis of preparation and accounting policies 2. RBUBEERETTBE @)

(Continued)
f) eRMEEH)
(iii) 2

(f) Financial assets (Continued)

(iiij) Measurement

At initial recognition, the Group measures a
financial asset at its fair value plus, in the case of
a financial asset not at fair value through profit
or loss (FVPL), transaction costs that are directly
attributable to the acquisition of the financial
asset. Transaction costs of financial assets carried
at FVPL are expensed in profit or loss.

Financial assets with embedded derivatives are
considered in their entirety when determining
whether their cash flows are solely payment of
principal and interest.

Debt instruments

Subsequent measurement of debt instruments
depends on the Group’s business model
for managing the asset and the cash flow
characteristics of the asset. There are three
measurement categories into which the Group
classifies its debt instruments:

—  Amortised cost: Assets that are held for
collection of contractual cash flows where
those cash flows represent solely payments
of principal and interest are measured at
amortised cost. Interest income from these
financial assets is included in finance income
using the effective interest rate method.
Any gain or loss arising on derecognition
is recognised directly in profit or loss and
presented in other gains/(losses) together
with foreign exchange gains and losses.
Impairment losses are presented as separate
line item in the statement of profit or loss.

UMD BRARER
AAEHEEFFARENE
MEE ASBUHELQRE
ENMEERREBNERSZ
HeBMEENRXZERET
HHER - BARREBER
EREEFHABENSH
BEMEBNXZERTAR

Eo

HRBEERARNITETAN
TREE AEEHEBES
REEERATRELLER
REARSMANBHI AT o

EFETA

BB TAMREFTEIURRN
FEEEEZEENEHR
AARZEENRSRER
B-AREBEBTASRD
UT=RtE85

— UEEAAEE: HR
FAENRKIMAERBR SR
ENEE MRARER
TREERKREARE
MEWXH  MZEE
B HN AR E - 2 5F
TREENHBHAA
BERMEEFE  FEA
BATE A © 4R I EFERR B
EENRaENEEER
FE AR - I R E
SR RN ER
ez, (B51R) < 8l
BERAXEREBNMA
ERmRPIIH -

ANNUAL REPORT 2018 — & — \ FE F f

89



90

Notes to the Consolidated Financial Statements

e M BHRRME

2. Basis of preparation and accounting policies

(Continued)

(f) Financial assets (Continued)

(iii)) Measurement (Continued)

Debt instruments (Continued)

SOFTPOWER INTERNATIONAL LIMITED

FVOCI: Assets that are held for collection
of contractual cash flows and for selling
the financial assets, where the assets’ cash
flows represent solely payments of principal
and interest, are measured at FVOCI.
Movements in the carrying amount are taken
through OCI, except for the recognition of
impairment gains or losses, interest income
and foreign exchange gains and losses which
are recognised in profit or loss. When the
financial asset is derecognised, the cumulative
gain or loss previously recognised in OCl is
reclassified from equity to profit or loss and
recognised in other gains/(losses). Interest
income from these financial assets is included
in finance income using the effective interest
rate method. Foreign exchange gains and
losses are presented in other gains/(losses)
and impairment losses are presented as
separate line item in the statement of profit
or loss.
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Notes to the Consolidated Financial Statements
mEMBEHRRMEE

2. Basis of preparation and accounting policies 2. RBUBEERETTBE @)
(Continued)
f) eMEEHE)

(i) 12 (&)

(f) Financial assets (Continued)

(iii)) Measurement (Continued)

Debt instruments (Continued)

—  FVPL: Assets that do not meet the criteria
for amortised cost or FVOCI are measured

EFETAE)

— UARBEGEAES
Bt AIB3E  FRA DA

at FVPL. A gain or loss on a debt investment BN A EH AR
that is subsequently measured at FVPL is EEFTEBHZHTA

recognised in profit or loss and presented net
within other gains/(losses) in the period in
which it arises.

Equity instruments

The Group subsequently measures all equity
investments at fair value. Where the Group’s
management has elected to present fair value
gains and losses on equity investments in OCI,
there is no subsequent reclassification of fair value
gains and losses to profit or loss following the
derecognition of the investment. Dividends from
such investments continue to be recognised in
profit or loss as other income when the Group’s
right to receive payments is established.

Changes in the fair value of financial assets at
FVPL are recognised in other gains/(losses) in
the statement of profit or loss as applicable.
Impairment losses (and reversal of impairment
losses) on equity investments measured at FVOCI
are not reported separately from other changes in
fair value.
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2. Basis of preparation and accounting policies
(Continued)

(f) Financial assets (Continued)

(iv) Impairment

From 1 January 2018, the Group assesses on a
forward looking basis the expected credit losses
associated with its debt instruments carried
at amortised cost and FVOCI. The impairment
methodology applied depends on whether there
has been a significant increase in credit risk.

For trade receivables, the Group applies the
simplified approach permitted by HKFRS 9, which
requires expected lifetime losses to be recognised
from initial recognition of the receivables.

(v) Accounting policies applied until 31 December

2017

The Group has applied HKFRS 9 retrospectively, but
has elected not to restate comparative information.
As a result, the comparative information provided
continues to be accounted for in accordance with
the Group'’s previous accounting policy.

Until 31 December 2017 the Group classifies its
financial assets in the following categories:

—  financial assets at fair value through profit or
loss, and

- loans and receivables

The classification determined on the purpose
for which the investments were acquired.
Management determined the classification of
its investments at initial recognition and, in the
case of assets classified as held-to-maturity, re-
evaluated this designation at the end of each
reporting period.

SOFTPOWER INTERNATIONAL LIMITED ®HEKER LD A
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Notes to the Consolidated Financial Statements
mEMBEHRRMEE

2. Basis of preparation and accounting policies

(Continued)

(f) Financial assets (Continued)

(v) Accounting policies applied until 31 December
2017 (Continued)

()

Subsequent measurement

The measurement at initial recognition did
not change on adoption of HKFRS 9, see
description above.

Subsequent to the initial recognition, loans
and receivables were subsequently carried
at amortised cost using the effective interest
method.

Financial assets at FVPL were subsequently
carried at fair value. Gains or losses arising
from changes in the fair value are recognised
in profit or loss within other gains/(loss).

Details on how the fair value of financial
instruments is determined are disclosed in
Note 3.3.
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Notes to the Consolidated Financial Statements

e M BHRRME

2. Basis of preparation and accounting policies

(Continued)

(f) Financial assets (Continued)

(v) Accounting policies applied until 31 December
2017 (Continued)

(i)

SOFTPOWER INTERNATIONAL LIMITED

Impairment

The Group assessed at the end of each
reporting period whether there was objective
evidence that a financial asset or group of
financial assets was impaired. A financial asset
or a group of financial assets was impaired
and impairment losses were incurred only if
there was objective evidence of impairment as
a result of one or more events that occurred
after the initial recognition of the asset (a ‘loss
event’) and that loss event (or events) had an
impact on the estimated future cash flows of
the financial asset or group of financial assets
that could be reliably estimated. In the case
of equity investments classified as available-
for-sale, a significant or prolonged decline in
the fair value of the security below its cost
was considered an indicator that the assets
are impaired.

Assets carried at amortised cost

For loans and receivables, the amount of
the loss was measured as the difference
between the asset’s carrying amount and the
present value of estimated future cash flows
(excluding future credit losses that had not
been incurred) discounted at the financial
asset’s original effective interest rate. The
carrying amount of the asset was reduced
and the amount of the loss was recognised in
profit or loss.
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Notes to the Consolidated Financial Statements

2. Basis of preparation and accounting policies

(Continued)

(f) Financial assets (Continued)

(v) Accounting policies applied until 31 December
2017 (Continued)

(ir)

Impairment (Continued)
Assets carried at amortised cost (Continued)

If a loan or held-to-maturity investment had
a variable interest rate, the discount rate
for measuring any impairment loss was the
current effective interest rate determined
under the contract. As a practical expedient,
the Group could measure impairment on the
basis of an instrument’s fair value using an
observable market price.

If, in a subsequent period, the amount of
the impairment loss decreased and the
decrease could be related objectively to an
event occurring after the impairment was
recognised (such as an improvement in the
debtor’s credit rating), the reversal of the
previously recognised impairment loss was
recognised in profit or loss. Impairment
testing of trade receivables is described in
Note 3.1(b)(ii).
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Notes to the Consolidated Financial Statements
HmEMBEHRKRMEE

2. Basis of preparation and accounting policies
(Continued)

(9)

(h)

()

1)

SOFTPOWER INTERNATIONAL LIMITED

Leases

Leases in which a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. Receipts or payments
made under operating leases (net of any incentives paid
to lessees or received from the lessor) are recognised
as income or expenses in the consolidated income
statement on a straight-line basis over the period of the
lease.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the first-
in, first-out (“FIFO"”) method. Net realisable value is
the estimated selling price in the ordinary course of
business, less applicable variable selling expenses.

Trade and other receivables

Trade receivables are amounts due from customers for
goods sold in the ordinary course of business. Trade
receivables are generally due for settlement within the
credit period and therefore are all classified as current.

Trade receivables are recognised initially at the amount
of consideration that is unconditional unless they
contain significant financing components, when they
are recognised at fair value. The Group holds the trade
receivables with the objective to collect the contractual
cash flows and therefore measures them subsequently
at amortised cost using the effective interest method.

Cash and cash equivalents

In the consolidated statement of cash flows, cash and
cash equivalents include cash in hand, deposits held at
call with banks and bank overdrafts. In the consolidated
statement of financial position, bank overdrafts are
shown within borrowings in current liabilities.
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Notes to the Consolidated Financial Statements

2. Basis of preparation and accounting policies
(Continued)

(k)

)

(m)

(n)

Share capital

Ordinary shares are classified as equity. Incremental
costs directly attributable to the issue of new shares or
options are shown in equity as a deduction, net of tax,
from the proceeds.

Trade payables

Trade payables are recognised initially at fair value and
subsequently measured at amortised cost using the
effective interest method.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
stated at amortised cost ; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in the consolidated income
statement over the period of the borrowings using the
effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of
the liability for at least twelve months after the end of
reporting period.

Borrowings costs

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

Investment income earned on the temporary investment
of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
eligible for capitalisation.

All other borrowing costs are recognised in profit or loss
in the period in which they are incurred.
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Notes to the Consolidated Financial Statements

e M BHRRME

2. Basis of preparation and accounting policies
(Continued)

(o) Employee benefits

()

(i)

Employee leaves

Employee entitlements to annual leave are
recognised when they accrue to employees. A
provision is made for the estimated liability for
annual leave as a result of services rendered by
employees up to the end of reporting period.

Employee entitlements to sick leave and maternity
leave are not recognised until the time of leave.

Bonus plans

The expected cost of bonus payments are
recognised as a liability when the Group has a
present legal or constructive obligation as a result
of services rendered by employees and a reliable
estimate of the obligation can be made.

Liabilities for bonus plans are expected to be
settled within twelve months and are measured at
the amounts expected to be paid when they are
settled.

(iii) Pension obligations

SOFTPOWER INTERNATIONAL LIMITED

Following the adoption of the Mandatory
Provident Fund (“MPF"”) Scheme in December
2000, all employees of the Group employed in
Hong Kong joined the MPF Scheme. Under this
scheme, employees and the Group are required
to make contributions to the scheme calculated
at 5% of the individual employee’s monthly
basic salaries, subject to a cap of HK$1,500. The
Group's contributions to this scheme are expensed
when they are due. The assets of the scheme
are held separately from those of the Group in
independently administered funds.
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Notes to the Consolidated Financial Statements
mEMBEHRRMEE

2. Basis of preparation and accounting policies 2. RBUBEERETTBE @)

(Continued)
(o) EEEA ()
(iij) EBIXZEF (E)

(o) Employee benefits (Continued)

(iii) Pension obligations (Continued)

The Group’s employees in the People’s Republic
of China (the "PRC") are covered by various
government sponsored pension plans. These
government agencies are responsible for the
pension liabilities to these employees. The relevant
group companies pay monthly contributions to
these pension plans based on certain percentages
of the salaries, subject to a certain ceiling.

The employees employed by the operations in
Macau are members of the government-managed
retirement benefits schemes operated by the
Macau government. The Macau operations are
required to pay a monthly fixed contribution to the
retirement benefits schemes to fund the benefits.
The only obligation of the Group with respect
to the retirement benefits schemes operated by
the Macau government is to make the required
contributions under the schemes.

Under these plans, the Group has no legal or
constructive obligation to make further payments
once the required contributions have been paid.
Contributions to these plans are expensed as
incurred.
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2. Basis of preparation and accounting policies
(Continued)

(o) Employee benefits (Continued)
(iv) Share-based payment

The Group operates an equity-settled, share-
based compensation plan, under which the entity
receives services from employees as considerations
for equity instruments (options) of the Group.
The fair value of the employee services received in
exchange for the grant of the options is recognised
as an expense. The total amount to be expensed
is determined by reference to the fair value of the
options granted:

e including any market performance conditions
(for example, an entity’s share price);

e excluding the impact of any service and non-
market performance vesting conditions (for
example, profitability, sales growth targets
and remaining an employee of the entity over
a specified time period); and

e including the impact of any non-vesting
conditions (for example, the requirement for
employees to save or holding shares for a
specified period of time).

The total expense is recognised over the vesting
period, which is the period over which all of the
specified vesting conditions are to be satisfied.
At the end of each reporting period, the entity
revises its estimates of the number of options that
are expected to vest based on the non-market
performance and service conditions. It recognises
the impact of the revision of original estimates, if
any, in the income statement with a corresponding
adjustment to equity.

When the options are exercised, the Company
issues new shares. The proceeds received net
of any directly attributable transaction costs are
credited to share capital (nominal value) and share
premium.

SOFTPOWER INTERNATIONAL LIMITED ®HEKER LD A

Notes to the Consolidated Financial Statements
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Notes to the Consolidated Financial Statements

2. Basis of preparation and accounting policies
(Continued)

(p) Current and deferred income tax

The tax expense for the period comprises current and
deferred tax. Tax is recognised in the consolidated
income statement, except to the extent that it relates
to items recognised in other comprehensive income or
directly in equity. In this case, the tax is also recognised
in other comprehensive income or directly in equity,
respectively.

()

(i)

Current income tax

The current income tax charge is calculated on
the basis of the tax laws enacted or substantively
enacted at the statement of financial position
date in the places where the Company and its
subsidiaries operate and generate taxable income.
Management periodically evaluates positions
taken in tax returns with respect to situations
in which applicable tax regulation is subject to
interpretation. It establishes provisions where
appropriate on the basis of amounts expected to
be paid to the tax authorities.

Deferred income tax
Inside basis differences

Deferred income tax is recognised using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities and
their carrying amounts in the consolidated financial
statements. However, the deferred income tax is
not accounted for if it arises from initial recognition
of an asset or liability in a transaction other than
a business combination that at the time of the
transaction affects neither accounting nor taxable
profit or loss. Deferred income tax is determined
using tax rates and laws that have been enacted or
substantively enacted by the statement of financial
position date and are expected to apply when the
related deferred income tax asset is realised or the
deferred income tax liability is settled.
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Notes to the Consolidated Financial Statements

e M BHRRME

2. Basis of preparation and accounting policies
(Continued)

(p) Current and deferred income tax (Continued)

(ii) Deferred income tax (Continued)

(iii)

SOFTPOWER INTERNATIONAL LIMITED

Inside basis differences (Continued)

Deferred income tax assets are recognised to the
extent that it is probable that future taxable profit
will be available against which the temporary
differences can be utilised.

Outside basis differences

Deferred income tax liabilities are provided
on taxable temporary differences arising from
investments in subsidiaries except for deferred
income tax liability where the timing of the
reversal of the temporary difference is controlled
by the Group and it is probable that the temporary
difference will not reverse in the foreseeable
future. Generally the Group is unable to control
the reversal of the temporary difference for
associates.

Deferred income tax assets are recognised on
deductible temporary differences arising from
investments in subsidiaries only to the extent that
it is probable the temporary difference will reverse
in the future and there is sufficient taxable profit
available against which the temporary difference
can be utilised.

Offsetting

Deferred income tax assets and liabilities are offset
when there is a legally enforceable right to offset
current tax assets against current tax liabilities
and when the deferred income taxes assets and
liabilities relate to income taxes levied by the same
taxation authority on either the taxable entity
or different taxable entities where there is an
intention to settle the balances on a net basis.
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Notes to the Consolidated Financial Statements

2. Basis of preparation and accounting policies
(Continued)

(q) Provisions

(r)

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 has
been reliably estimated.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax discount rate that reflects
current market assessments of the time value of money
and the risks specific to the obligation. The increase in
the provision due to passage of time is recognised as
interest expense.

Revenue recognition
(i) Sale of goods — wholesale

The Group sells a range of pipes and fittings and
biomass pellets fuel products. Sales are recognised
when control of the products has transferred,
being when the products are delivered to the
customers, the customer has full discretion over
the products, and there is no unfulfilled obligation
that could affect the customer’s acceptance of the
products.

Delivery occurs when the products have been
shipped to the specified location, the risks of
obsolescence and loss have been transferred to the
customer, and either the customer has accepted
the products in accordance with the sales contract,
the acceptance provisions have lapsed, or the
Group has objective evidence that all criteria for
acceptance have been satisfied.

Revenue from the sale of goods is based on the
price specified in the sales contracts. Accumulated
experience is used to estimate provision for
returns.
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Notes to the Consolidated Financial Statements

e M BHRRME

2. Basis of preparation and accounting policies
(Continued)

(r) Revenue recognition (Continued)

(s)

(t)

SOFTPOWER INTERNATIONAL LIMITED

(i) Sale of goods — wholesale (Continued)

A receivable is recognised when the products
are delivered as this is the point in time that the
consideration is unconditional because only the
passage of time is required before the payment is
due.

Deposits collected from the customers before
product delivery are recognised as contract
liabilities.

(i) Sale of goods - retail

The Group operates a chain of retail stores selling
pipes and fittings products. Revenue from the
sale of goods is recognised when a group entity
sells a product to the customer. Payment of the
transaction price is due immediately when the
customer purchases the product and takes delivery
in store.

Interest income

Interest income is recognised on a time-proportion basis
using the effective interest method.

Dividend distribution

Dividend distribution to the company’s shareholders
is recognised as a liability in the Group’s and the
Company’s financial statements in the period in
which the dividends are approved by the Company’s
shareholders or directors, where appropriate.
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Notes to the Consolidated Financial Statements

Financial risk management

3.1 Financial risk factors

The Group's activities expose it to a variety of financial
risks: market risk (including foreign currency risk and
interest rate risk), credit and counterparty risk and
liquidity risk. The Group’s financial risk management
focuses on the unpredictability of financial markets
and seeks to minimise potential adverse effects on the
Group's financial performance by actively managing
debt level and cash flow in order to maintain a strong
financial position and minimising refinancing and
liquidity risks by attaining healthy debt repayment
capacity, appropriate maturity profile and availability of
banking facilities.

(a) Market risk
(i) Foreign exchange risk

The Group operates principally in Hong Kong
and in Macau with minor operations in the
Mainland China and is exposed to foreign
exchange risk arising from various currency
exposures, primarily with respect to the
United States dollars (“USD"), Macau Pataca
("MOP") and Renminbi (“RMB"). Foreign
exchange risk mainly arises from future
commercial transactions, recognised assets
and liabilities, which are denominated in a
currency that is not the functional currency
of the group entities. In order to mitigate
the foreign currency risk, the Group has
been closely monitoring its foreign currency
exposure and requirements and will arrange
for any hedging facilities if necessary.
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Notes to the Consolidated Financial Statements
HmEMBEHRKRMEE

3.

Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(a) Market risk (Continued)

()

SOFTPOWER INTERNATIONAL LIMITED

Foreign exchange risk (Continued)

As HK$ is pegged against USD and MOP is
pegged against HK$, the Group is exposed
to limited exchange rate fluctuation. As a
result, the exchange rate risk exposure in
respect of USD and MOP are not significant.
While for RMB, the exchange rate fluctuation
is relatively volatile. At 31 December 2018,
if RMB had strengthened/weakened by
5% (2017: 5%) against HK$ with all other
variables held constant, post-tax profit would
have been HK$244,000 higher/lower (2017:
post-tax profit of HK$638,000 higher/lower)
respectively mainly as a result of foreign
exchange gains/losses on translation of RMB-
denominated financial assets and liabilities.
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Notes to the Consolidated Financial Statements
mEMBEHRRMEE

3. Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(a) Market risk (Continued)

(i)

Interest rate risk

The Group's income and operating cash flows
are substantially independent of changes in
market interest rates. The Group's interest-
bearing assets mainly include loan to a related
company and bank balances and deposits,
details of which have been disclosed in Notes
17, 19 and 20. The Group’s exposure to
changes in interest rates is also attributable
to its borrowings, details of which have
been disclosed in Note 23. Borrowings carry
at floating rates expose the Group to cash
flow interest-rate risk whereas those carry
at fixed rates expose the Group to fair value
interest-rate risk. As at 31 December 2018,
approximately 20% (2017: 26%) of the
Group's borrowings were carried at floating
rates and expose the Group to cash flow
interest-rate risk. The Group has not used
any interest rate swaps to hedge its exposure
against cash flow interest-rate risks.

As at 31 December 2018, if interest rate
has increased/decreased by 25 basis points
with all other variables held constant, post-
tax profit for the year ended 31 December
2018 would have been HK$23,000 (2017:
HK$38,000) lower/higher, mainly as a result
of increase/decrease in interest expense on
borrowings.
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Notes to the Consolidated Financial Statements
HmEMBEHRKRMEE

3.

Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(b) Credit and counterparty risk

()

SOFTPOWER INTERNATIONAL LIMITED

Risk management

Credit risk mainly arises from bank deposits,
trade and other receivables, other deposits
and loan to a related company. The carrying
amounts of these balances substantially
represent the Group’s maximum exposure
to credit and counterparty risk in relation to
financial assets.

As at 31 December 2017 and 2018 all the
bank deposits are deposited in high quality
financial institutions without significant
credit risk. The credit risk on bank deposits
is limited because over 59% of the Group's
bank balances are placed with subsidiaries
of state-owned banks and others are
placed with reputable financial institutions.
Management does not expect any loss from
non-performance of these banks.

In order to minimise the credit risk, the
management of the Group has delegated a
team responsible for determination of credit
limits, credit approvals and other monitoring
procedures to ensure that follow-up action
is taken to recover overdue trade and other
receivables.

Rental deposits made to landlords are also
considered to be of low risk. In this regard,
the directors of the Company consider
that the Group’s credit risk is significantly
reduced. Other than the loan to a related
company as mentioned below, the Group
has no significant concentration of credit
risk, with exposure spread over a number of
counterparties and customers.
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Notes to the Consolidated Financial Statements
mEMBEHRRMEE

3. Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(b) Credit and counterparty risk (Continued)

()

(i)

Risk management (Continued)

In respect of the loan to a related company,
as detailed in Note 28(d), the Group obtained
share mortgage executed by the mortgagor
and guarantees executed by the guarantor in
favour of the Group as a continuing security
and continuing obligation for performance
by the borrower of its obligations to minimize
the credit risk.

Impairment of financial assets
Trade receivables

The Group applied the HKFRS 9 simplified
approach to measuring expected credit losses
which uses a lifetime expected loss allowance
for all trade receivables.

To measure the expected credit losses,
trade receivables have been grouped with
similar risk characteristics and, collectively or
individually, assessing them for likelihood of
recovery.

The Group categorises its trade receivables,
except those individually assessed, based
on shared credit risk characteristics and the
days past due. The expected loss rates are
based on the payment profiles of sales over
a period of 12 months before 31 December
2018 and the corresponding historical credit
losses experienced within this period. The
historical loss rates are adjusted to reflect
current and forward-looking information on
macroeconomic factors affecting the ability
of the customers to settle the receivables.
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Notes to the Consolidated Financial Statements
HmEMBEHRKRMEE

3. Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(b) Credit and counterparty risk (Continued)

(i)

SOFTPOWER INTERNATIONAL LIMITED

Impairment of financial assets (Continued)
Trade receivables (Continued)

Given the track record of regular repayment
of trade receivables, the directors are of
the opinion that the risk of default by these
customers is not significant, taking into
account forward-looking information on
macroeconomics factors. Therefore, expected
credit loss rate of trade receivables is assessed
to be insignificant.

For trade receivables relating to accounts in
which there are objective evidence that the
debtor faces significant financial difficulties
or enter liquidation, they are assessed
individually for impairment allowance.
Accordingly, specific loss allowance of
HK$654,000 was made as at 31 December
2018.

Previous accounting policy for impairment of
trade receivables

In the prior year, the impairment of trade
receivables was assessed based on the
incurred loss model. Individual receivables
which were known to be uncollectible were
written off by reducing the carrying amount
directly. The other receivables were assessed
collectively to determine whether there was
objective evidence that impairment has
been incurred but not yet been identified
in a separate provision for impairment. The
Group considered that there was evidence of
impairment if any of the following indicators
were present:

e  significant financial difficulties of the
debtor;
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Notes to the Consolidated Financial Statements
mEMBEHRRMEE

3. Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(b) Credit and counterparty risk (Continued)

(i)

Impairment of financial assets (Continued)

Previous accounting policy for impairment of
trade receivables (Continued)

e  probability that the debtor will enter
bankruptcy or financial reorganisation,
and

e  default or late payments.

Receivables for which an impairment
provision was recognised were written off
against the provision when there was no
expectation of recovering additional cash.

Other financial assets at amortised cost

The directors of the Group consider the
probability of default upon initial recognition
of asset and whether there has been
significant increase in credit risk on an
ongoing basis. To assess whether there is a
significant increase in credit risk, the Group
compares risk of a default occurring on the
assets as at the reporting date with the risk
of default as at the date of initial recognition.
Especially the following indicators are
incorporated:

e actual or expected significant adverse
changes in business, financial economic
conditions that are expected to cause
a significant change to the company’s
ability to meet its obligations;

e actual or expected significant changes in
the operating results of the company;

e significant changes in the expected
performance and behavior of the
company, including changes in the
payment status of the counterparty.
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Notes to the Consolidated Financial Statements
HmEMBEHRKRMEE

3.

Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(b) Credit and counterparty risk (Continued)
(i) Impairment of financial assets (Continued)

Other financial assets at amortised cost
(Continued)

Regardless of the analysis above, a significant
increase in credit risk is presumed if a debtor
is more than 90 days past due in making a
contractual payment/repayable demanded.

The loss allowance for other financial assets
at amortised cost as at 31 December 2018
amounting to HK$1,121,000 as detailed in
Note 17.

Impairment losses on trade receivables and
other financial assets at amortised cost are
presented as net impairment losses within
operating profit. Subsequent recoveries of
amounts previously written off are credited
against the same line item.

(c) Liquidity risk

Prudent liquidity risk management includes
maintaining sufficient cash and availability of
funding from an adequate amount of committed
credit facilities. Management maintains rolling
forecast of the Group’s liquidity reserves which
comprises undrawn banking facilities and cash and
cash equivalents, on the basis of expected cash
flows.
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Notes to the Consolidated Financial Statements

3. Financial risk management (Continued)

e ISR R MR

3. BXRAKRER @&

3.1 Financial risk factors (Continued) 3.1 MBEBREE &)
(c) Liquidity risk (Continued) () mEBEZREE (&)
The table below analyses the Group’s financial TERERVBREBEEL
liabilities into relevant maturity groupings based FH A% THREAEED
on the remaining period at the date of financial HRBES /TR EAE
reporting to the contractual maturity date. The B RBIRENEEARS
amounts disclosed in the table are the contractual HARPFRBER
undiscounted cash flows.
Less than 1 year
—FHR
HK$'000
T8
At 31 December 2018 R-FB-N\F+=ZA=+—H
Trade and other payables B 5 & E b R FRIR 62,707
Borrowings ETE 57,444
Interest payment on borrowings BE 2B XA 546
At 31 December 2017 R-ZE-—+tFT-H=1t—H
Trade and other payables 2 5 RH A FER IR 65,567
Borrowings BE 70,477
Interest payment on borrowings 82 M B X 523
3.2 Capital risk management 32 EXEMER

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

In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new
shares or sell assets to reduce debt.
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Notes to the Consolidated Financial Statements

e M BHRRME

3. Financial risk management (Continued)

3.2 Capital risk management (Continued)

Consistent with others in the industry, the Group
monitors capital on the basis of the gearing ratio. This
ratio is calculated as total bank borrowings divided by

total equity.

The Group's strategy was to maintain a solid capital
base to support the operations and development of its
business in the long term. Given its existing principal
business, management considers a gearing ratio as
measured by total bank borrowings to total equity of
not more than 50% as solid and reasonable. The table
below analyses the Group’s capital structure at 31

December 2017 and 2018 as follows:

Total borrowings

Total equity

Gearing ratio

Note:

Decrease in gearing ratio during the year is a result of the
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decrease in total borrowings and increase in total equity.

SOFTPOWER INTERNATIONAL LIMITED
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Notes to the Consolidated Financial Statements
mEMBEHRRMEE

3. Financial risk management (Continued) 3. BMKRKRERE &
3.3 AREEM

3.3 Fair value estimation

The carrying value of trade receivables, other loans
and receivables, bank balances and deposits, trade
and other payables and borrowings are a reasonable
approximation of their fair values. The fair value of
financial liabilities for disclosure purposes is estimated
by discounting the future contractual cash flows at
the current market interest rate that is available to the
Group for similar financial instruments.

The table below analyses the Group’s financial
instruments carried at fair value as at 31 December
2018 by level of the inputs to valuation techniques used
to measure fair value. Such inputs are categorised into
three levels within a fair value hierarchy as follows:

— quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1)

— inputs other than quoted prices included within
level 1 that are observable for the asset or liability,
either directly (that is, as prices) or indirectly (that
is, derived from prices) (level 2)

— inputs for the asset and liability that are not based
on observable market data (that is, unobservable
inputs) (level 3)

B 5 MR~ E A B R R
HRTEREER - BHRE
A RIBREE 2 REEERK
FZARERE -REEMSE
ERMABEZAREBERRALE
RBALMTAZREITMEMNEY
ARBHBRSREFRMEE -

TERBEBEEFIHEALEENGE
Biih FriE A8 AN E L -
PMAEBR=_ZT—NF+=A
=t+t—HEAARBEAERENSHER
TEH -FEHAKRBARBER
MEBRANMT=E :

- HREEXAREEZRMS
ZHECREAR) (F—B)

~ BTE-BFEZREN -
HAERAB ABEZH
fBA - TAEE (B EH)
SR (R A EE) (5=
=)

- EBERABIHFKETEER
MSEE 2@ A (BIIEA &
REA)(F=E)
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Notes to the Consolidated Financial Statements

e M BHRRME

3. Financial risk management (Continued) 3.

3.3 Fair value estimation (Continued)

Fair value
Hierarchy
NREEER
Financial assets EHEE Level 2
— Investment funds -KREES FEM

There were no transfers between levels 1 and 2 during
the year.

The fair value of financial instruments that are not
traded in an active market (for example, over-the-
counter derivatives) is determined by using valuation
techniques. These valuation techniques maximise the
use of observable market data where it is available and
rely as little as possible on entity specific estimates.
It includes quoted market price or dealer quotes for
similar instruments. If all significant inputs required to
fair value an instrument are observable, the instrument
is included in level 2.

SOFTPOWER INTERNATIONAL LIMITED ®HEKER LD A

MHRBRERE &)
3 DABEM &)

Fair value Fair value

as at as at

31 December 31 December
2018 2017

R=ZF—-N\%F RZF—LF
+=A=t-B +=-A=1-H

MR REE MRREE
HK$°000 HK$'000
FET FHET
2,601 2,744

FARNFI1HEF2B W EEE -

YTERERTHEEZSHMTA
(WBIMTETR)  HEARETD
FERAMBERREE ZEHER
EEE A AR BT SIS
BE TERERLKEERER
fhst BEEUSR T ANTS
RERCHETRE -W—S@T
BN RARBERECHEEREA
BEHEA - eI AR
AEZE -



Notes to the Consolidated Financial Statements

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. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities of
the Group are discussed below.

(a) Provision for impairment of loan to a related
company and trade and other receivables

The policy for provision for impairment of loan to a
related company and trade and other receivables of the
Group is based on the evaluation of risk of default and
expected credit losses which involved management’s
judgement. A considerable amount of judgement is
required in assessing the ultimate realisation of these
receivables, including the current creditworthiness
and the Group's past collection history of receivables,
existing market condition as well as forward looking
estimates at the end of each reporting period. If the
financial conditions of any individual counterparty
were determined to be deteriorated, resulting in an
impairment of their ability to make payments, additional
allowances may be required.

(b) Provision for impairment of inventories

The management of the Group reviews the
marketability of inventory items at the end of each
reporting period, and makes allowance for obsolete
and slow-moving inventory items identified that are no
longer suitable for sale. The management estimates the
net realisable value for inventories based primarily on
the latest invoice prices and current market conditions.
The Group carries out an inventory review on a product-
by-product basis at the end of each reporting period
and makes provision for obsolete items.

e ISR R MR

B S e ot 5t K A

ARARBEERIEMEAR (BREE
HEEMHEL 2 & B A TR R
ERMANET A - U TREEX
RREgAREEER BB ZREE
AEHMEABBZ BT RBRRZH®

() H—RERELARANERKES
REAMEWRIEZRERE

AEBEH-HEERARNERRK
B 5 M E A RUWRIE 2 R EEE
BEDERBORREEHEER
BEFGECFRERENHE) -
G % F R WRR R E R
B SEFEHHEEZOHE 8
REAMNEERASEBENE
WKL REMHER
Ko B {E 5 & B R 6 A RE MEA& 5L
i 32 5 77 B 5RO B B AL - #l
GEERRES - AIZARHRERIMESR -

(b) FERERE

AEBEEBNEE2RPRER
FEEBZHEAMBRITHERR
THEAHEZBRRAHER
mETEE EEEXERER
M HERER KB R TRMAR
FEZAEEFE AEERE
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Notes to the Consolidated Financial Statements
HmEMBEHRKRMEE

4. Critical accounting estimates and judgements
(Continued)

(c)

(d)

SOFTPOWER INTERNATIONAL LIMITED

Provision for bonus and customer claims

Management reviews the provision for bonus and
customer claims at the end of each reporting period
to determine whether the provision is adequate based
on historical experience and most reliable estimates.
Significant judgement is required in determining the
provision for bonus and customer claims.

Current and deferred income tax

The Group is subject to income taxes in various
jurisdictions. Judgment is required in determining the
provision for income taxes in each of these jurisdictions.
There are transactions and calculations during the
ordinary course of business for which the ultimate tax
determination is uncertain. 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 income tax provisions in the
period in which such determination is made.

Deferred income tax assets relating to certain temporary
differences and tax losses are recognized when
management considers it is probable that future taxable
profits will be available against which the temporary
differences or tax losses can be utilized. When the
expectation is different from the original estimate, such
differences will impact the recognition of deferred
income tax assets and taxation charges in the period in
which such estimate is changed.

BHEBRERLDH

4. BERSTHETRAE @

(c)

(d)

RAREFHERE

EEERNE2RAREBRICLR
EFEmMERE RBELEREA
SMREERERBESEA N
REFMALREFHERER
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Notes to the Consolidated Financial Statements

Segment information

The Group determines its operating segments based on
the reports reviewed by the chief operating decision-maker
("CODM") that are used to make strategic decisions. The
CODM has been identified as the executive directors of
the Company. The CODM assesses the performance of the
operating segments based on a measure of the results of
the segments. Finance income and costs, and corporate
income and expenses are not included in the results for each
operating segment that is reviewed by the CODM. Other
information provided to the CODM is measured in a manner
consistent with that in the financial statements.

During the year, the Group has two reportable segments,
which are trading of pipes and fittings (“Trading of pipes and
fittings”) and manufacture and sale of biomass pellets fuel
products (“Biomass Pellets fuel products”). The following
summary describes the operations in each of the Group’s
reportable segments.

Trading of pipes and fittings includes wholesale, retail and
logistics operations substantially in Hong Kong and Macau.

Biomass pellets fuel products are contributed by a subsidiary
of the Group, E M /A T IR B R 2 8 (Guizhou
Zhongguan New Energy Limited*), which manufactures and
sells biomass pellets fuel products in the PRC.

For identification purpose only

e ISR R MR

7 HEHR
AEEREAFEREERRE ((BRKE
R |) P B KB DA VE DR B A 3R
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Notes to the Consolidated Financial Statements

e M BHRRME

5. Segment information (Continued)

The segment information for the years ended 31 December
2018 and 2017 are as follows:

Revenue

Results of reportable segments

Reconciliation of results of
reportable segments to profit
for the year

Results of reportable segments
Unallocated income
Unallocated expenses

Operating profit
Finance income
Finance costs

Profit before income tax
Tax expense

Profit for the year

Other segment information:
Depreciation of property,
plant and equipment
Net gain on disposal of property,
plant and equipment
Provision for impairment
of inventories
Reversal of impairment of
financial assets

SOFTPOWER INTERNATIONAL LIMITED

5. ZHMER @)

B2 \Fr-_ZE—+F+=H

=t—HALEZABERMT :

For the year ended 31 December 2018
BE-2-N\5+-R=t-BLEFE

Reportable segments
EHNDH
Trading of Biomass Total
pipesand pellets fuel reportable
fittings products segments  Unallocated Total
EER £NEER E5MH
BEhES REER PR AR aE
HKS'000 HKS'000 HKS"000 HK$'000 HKS'000
A7 TET TEn TEr A7
WA 535,978 2171 538,155 - 538,155
AREE 44,784 (3,536) 41,248 - 41,248
PRRERFEERN
k3]
AHEE
ARERA 3,181
APEXH (23,017)
eyl 21412
FHRA 10,111
BHER (2,051)
BADRR 29472
REX (4,621)
REEREA o ugs
At HEs :
nE - BERRE
i E 3,686 811 4,497 56 4,553
HENE  BRERE
b Gk 136 - 136 - 136
FERERE
4,693 - 4,693 - 4,693
SREEMAEDE
(544) - (544) (2,979) (3,523)

BHEBRERLDH



Notes to the Consolidated Financial Statements
mEMBEHRRMEE

DEE R )

5. Segment information (Continued) 5.

For the year ended 31 December 2017
BR-T—+F+t-A=T-HLEE

Reportable segments
B b
Trading of Biomass Total
pipes and pellets fuel reportable
fittings products segments  Unallocated Total
BER EWERN 2HH
EHES MEER DHEE APE %

HK$ 000 HK$ 000 HK$000 HK$'000 HK$ 000
TAT TAT TAT TAT TAT

Revenue KA 650,461 - 650,461 - 650,461
Results of reportable segments PHEE 100,712 = 100,712 = 100,712
Reconciliation of results of AREEEEEEA

reportable segments to profit for IR

the year
Results of reportable segments AREE
Unallocated income FION 23
Unallocated expenses KRS (24901)
Operating profit Ed | 76,034
Finance income FHBMA 10,359
Finance costs YBEBR (2,219)
Profit before income tax BianER 84,174
Tax expense PEx M (9,386)
Profit for the year KEERHN 74,788
Other segment information: Rt A HER
Depreciation of property, VES T E

plant and equipment Mg 3,408 - 3,408 - 3,408
Net gain on disposal of property, LENE  BERR

plant and equipment ZWEEE 125 - 125 - 125
Provision for impairment FERERE

of inventories 2,540 - 2,540 - 2,540
Provision for impairment SHEENRERE

of financial assets 198 - 198 - 198
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Notes to the Consolidated Financial Statements

e M BHRRME

5.

Segment information (Continued) 5.

The segment assets and liabilities as at 31 December 2018

and 2017 are as follows:

As at 31 December 2018

Non-current assets
Total current assets

Total Assets

Non-current liabilities
Total current liabilities

Total Liabilities

As at 31 December 2017

Non-current assets
Total current assets

Total Assets

Non-current liabilities
Total current liabilities

Total Liabilities

DEE R @)

RZE—NFER_E—+F+=A8
T+ —RAZHHEERBENT

Reportable segments
ATERNAH
Trading
of pipes  Biomass pellets
and fittings fuel products Unallocated Total
EER EMEER
EHES REER ROE B
HK$000 HK$'000 HK$'000 HKS$000
RZE-NE+ZA=1-H FEx FiEx FiEx TEx
FRBEE 15,914 12,695 105 28,714
BRYEE 527,968 6,926 109,272 644,166
ZaE 543,882 19,621 109,377 672,880
FRBAR (3.818) (396) - (4,214)
BRHaE (120,233) (4,514) (2,486) (127,233)
Ba (124,051) (4,910) (2,486) (131,447)
Reportable segments
BTERNHH
Trading
of pipes  Biomass pellets
and fittings fuel products Unallocated Total
BER ENEBR
EHES MEER ROR ea
HK$ 000 HK$000 HK$ 000 HKS$ 000
RZE—tF+=-A=1+-H THET TEx TET FHET
FRBEE 12,494 - 78,507 91,001
BRBHEE 546,491 - 34,461 580,952
BEE 558,985 - 112,968 671,953
FRPAR (3,008) - = (3,008)
gryak (151,434) - (5,469) (156,903)
BERE (154,442) - (5,469) (159,911)

SOFTPOWER INTERNATIONAL LIMITED
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Notes to the Consolidated Financial Statements

RE KRR
Segment information (Continued) 5. oWER &)
Geographical information &5 E R
The Group is domiciled in Hong Kong. The Group's revenues REBBRREE - AEEZME 5 B
from external customers by geographical location are B EINBEP AT
detailed below:

Revenue
A

For the year ended 31 December

BE+-HA=+—HLFE

2018 2017

—E=-N\F —E—+F

HK$°000 HK$'000

FET FHET

Hong Kong BB 508,391 604,956

Macau P 27,587 45,505

Mainland China H B i 2,177 =

538,155 650,461

The Group’s non-current assets by geographical location are REBIRE D IOIERBEEMT ¢
detailed below:

2018 2017

—E-N\F —E—+F

HK$°000 HK$'000

FET FHET

Hong Kong BB 14,790 89,680

Mainland China A [ A 3, 13,924 1,321

28,714 91,001
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RE MK RERME
6. Other gains, net 6. Hfttlzm FH
2018 2017
—E-N\F S
HK$000 HK$'000
FET FET
Net exchange (loss)/gain PE X (B518) W F 58 (107) 1,836
Net gain on disposal of property, HEME  BEREHEH 2
plant and equipment Wz 58 136 125
(Loss)/gain on financial assets BRANBEFAERZZERH
at fair value through profit or loss BEZ (BR) MW= (145) 69
Dividend income from financial assets BEARBEFABRZEH
at fair value through profit or loss BEZKREWA 105 78
Reversal of provision for customer P8 B s 1 g (BT EE 25)
claim (Note 25) 3,694 =
Others HAtb 584 515
4,267 2,623
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Notes to the Consolidated Financial Statements

Expenses by nature

Operating profit is arrived at after charging/(crediting):

Cost of inventories sold (Note 16)
Auditor’s remuneration:
— Audit services
— Non-audit services
Depreciation of property, plant and
equipment (Note 13)
Employee benefit expenses (Note 8)
Operating lease payments (Note 13)
(Reversal of)/provision for impairment
of financial assets
Provision for impairment of inventories,
net
Other expenses

Representing:

Cost of sales

Selling and distribution costs

General and administrative expenses

(Reversal of)/provision for impairment
of financial assets

mEMBEHRRMEE
7. BAXHE
LSRR TR, (BEA) THIEE %
g
2018 2017
—E-N\F T+ F
HK$'000 HK$000
F & T FHEIT
BHEZTFERA (HiE16) 374,317 428,629
ZEEN &
—EZ R 1,300 1,252
—IEEZ RS 196 191
Y BB RREITE
(K$5E13) 4,553 3,408
BTRAMAZ (i) 72,295 80,221
EEHEER (HiE13) 29,967 22,724
SREENRE
([B18) Bals (3,523) 198
FERERETFE
4,693 2,540
Bz 37,212 37,887
521,010 577,050
RE:
48 A 390,671 441,328
SHE M2 KA 20,844 23,542
—RBEITHER 113,018 111,982
EREENRE
(EI#) #iE (3.523) 198
521,010 577,050
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rE M ERRME
8. Employee benefit expenses 8. EEEAMEX
2018 2017
—E-N\E —ET—+tF
HK$’000 HK$'000
FET FET
Wages, salaries and other benefits I& #FakHMER 69,867 77,925
Pension costs BIRE AR
— defined contribution plans —ERRHRETE 2,399 2,241
Share-based payment LARR (0 B ERE 2 5K
(Notes 21(b) and 22) (M35 21(0) R 22) 29 55
72,295 80,221
(a) Five highest paid individuals (a) ENBEHFAL
The five individuals whose emoluments were the RERN AEBRUSZEHAL
highest in the Group for the year include two (2017: BREM(ZE—tF: =) E
three) directors whose emoluments are reflected in the FCHESERKFEI0MHITR
analysis shown in Note 30. The emoluments paid to the oS FEB=M(ZZT—t
remaining three (2017: two) individuals were as follows: F: ) ALTZBEWT :
2018 2017
—E-N\F =F—+F
HK$’000 HK$'000
FET FET
Salaries and other short-term FekHMEHES
employee benefits & 7 4,244 3,242
Discretionary bonus (R AN 2,676 1,917
Pension costs RIKE AR
— defined contribution plans — EFR MG 2 54 36
Share-based payment VARS 17 4 B8 89 15 3K 10 18
6,984 5,213
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PN SR
8. Employee benefit expenses (Continued) 8. EERFMEX @
(a) Five highest paid individuals (Continued) () TlUBSHAL(E)

The emoluments of the three (2017: two) individuals fell —H(CE—tF: —R)ReH

within the following bands: AT ZHMNFTHIEE :
2018 2017
—E-N\F —E—+LF
HK$1,500,001-HK$2,000,000 1,500,001 7 7T — 2,000,000 8 7T 1 -
HK$2,000,001-HK$2,500,000 2,000,001 7T — 2,500,000 % 7T 1 1
HK$2,500,001-HK$3,000,000 2,500,001 77T — 3,000,000 7% 7T - 1
HK$3,000,001-HK$3,500,000 3,000,001 7 7T — 3,500,000 %8 7T 1 =

(b) Senior management remuneration by band (b) SREBAEHFMNEE
The remuneration of senior management fell within the AEREEAB NN ZHIN T
following bands: ENEDEE

2018 2017
—E-N\F —E—+F
Nil-HK$ 1,000,000 #%—1,000,000,8 7T = =
HK$1,000,001-HK$ 1,500,000 1,000,001 7% 7T — 1,500,000 % 7T - 2
HK$1,500,001-HK$2,000,000 1,500,001 7 7T — 2,000,000 7 7T 1 1
HK$2,000,001-HK$2,500,000 2,000,001 7T —2,500,0008 7T 1 1
HK$2,500,001-HK$3,000,000 2,500,001 77T — 3,000,000 7T = 1
HK$3,000,001-HK$3,500,000 3,000,001 77T — 3,500,000 8 7T 2 =
HK$3,500,001-HK$4,000,000 3,500,001 7T — 4,000,000 % 7T 1 =
5 5
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mE R R M
9. Finance income, net 9. HMBWAFE
2018 2017
—E-N\F —E—+tF
HK$’000 HK$'000
F#ET FET
Bank and other interest income SRIT R EMF B U A (10,111) (10,359)
Interest expense on bank borrowings RITEEZNBEXZ W 2,051 2,219
(8.060) (8,140)
10. Tax expense 10. BB H
2018 2017
—E-N\EF —E—+F
HK$’000 HK$'000
F#ET FET
Current taxation: BOEARR IR -
Hong Kong profits tax BEBFEH 3,845 8,806
Overseas tax EHNFRIE 251 515
Under/(over) provision in prior years LARTFE DR (%1R) 21 (6)
Total current tax BNHEARE TE 4858 4,117 9,315
Deferred taxation (Note 24): EIERIE (FaE24) -
Origination and reversal of temporary B EECES RO
differences 504 71
Tax expense MBS H 4,621 9,386

Hong Kong profits tax has been provided at the rate of
16.5% (2017: 16.5%) on the estimated assessable profit for
the year. Taxation on overseas profits has been calculated
on the estimated assessable profit for the year at the rates
of taxation prevailing in the countries in which the Group
operates.
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Notes to the Consolidated Financial Statements
mEMBEHRRMEE

10. Tax expense (Continued) 10. MIBX W (4)
The tax on the Group's profit before income tax differs from REBMBBB AN 2 I8 HERE
the theoretical amount that would arise using the Hong ERAEENEHEMAE 2 ERM
Kong profits tax rate as follows: B ZERBMAT
2018 2017
—E-N\F —ET—tF
HK$°000 HK$000
FET FET
Profit before income tax 5 A& 29,472 84,174

Notional tax on profit before taxation, IR EOE=E- A

calculated at the rates applicable to (IREEREEREERN

profits in the jurisdictions concerned AR EGE) 4,633 13,889
Effect of different tax rates in other Hh RE L 75 89 D R

jurisdictions pd-% (515) (439)
Utilisation of previously unrecognised F AR RERZ

tax loss TIEE 18 - (2,638)
Unrecognised tax losses ARERNIBEE 1,954 524
Tax effect of income not subject MARBM WA Z

to taxation A& (1,580) (1,990)
Tax effect of expenses not deductible PRI 2 X H 2 BB 2

for taxation purposes 108 46
Under/(over) provision in prior years ZHAFEELR/(Z1) 21 (6)
Tax expense RIS H 4,621 9,386
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Notes to the Consolidated Financial Statements
HmEMBEHRKRMEE

11.

12.

SOFTPOWER INTERNATIONAL LIMITED

Earnings per share

The calculation of the basic and diluted earnings per share is
based on the profit for the year attributable to equity holders
and weighted average number of shares with adjustments
where applicable as follows:

Profit attributable to equity holders AEERERRBNZAATR
1A ARG E N

of the Company for the purpose
of basic earnings per share

Number of shares ROEE
Weighted average number of ordinary
shares for the purpose of basic

earnings per share

Diluted earnings per share is calculated by adjusting the
weighted average number of ordinary shares outstanding
to assume conversion of dilutive potential ordinary shares
arising from the Company’s share options. Diluted earnings
per share for the years ended 31 December 2017 and
2018 equal basic earnings per share as the exercise of the
outstanding share options would be anti-dilutive.

Dividend

At the Board meeting held on 25 March 2019, the Board did
not recommend the payment of a final dividend for the year
ended 31 December 2018 (2017: Nil).

BHEBRERLDH

AAEERELRERNZ
EERD 2 IR RS

11.

12.

BRAEFN
TRIIFABEESRERNBNNEER
MIRIBEFAER A ARG R R
EHTEBRZINEFORE (FEE
TAGEE)

2018 2017
—F-N\F T tF
HK$000 HK$°000
FET FET
26,015 74,945
Thousands Thousands
F I TR
1,333,270 1,333,270

rEEREEAFE  DHEETE
AR MEFEYREELFE  UR
N BEEEE N 2 RITERERE
EXHER BE_ZT—+FNK_F
—NEF+A=Z=+—HLEREFE -
HTERITEBREARBE ST 2
HmEFE s EREERFHFN
GRELRBF -

I’ =
RZB-NF=ZA_T+THBETNE
FeeRt EFSTRIREER
—E-NF+A=+—-BILFEZ
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Notes to the Consolidated Financial Statements
mEMBEHRRMEE

13. Property, plant and equipment

Cost
At 1 January 2018
Exchange differences
Additions
Acquisition of a subsidiary
(Note 31)
Disposals

At 31 December 2018

Accumulated depreciation

At 1January 2018
Exchange differences
Charge for the year
Disposals

At 31 December 2018

Net book value
At 31 December 2018

13. ¥  BERRE

Plant, Office
machinery furniture,
and  Leasehold fixtures Offic ~ Computer Motor
equipment improvements  and fittings  equipment  equipment vehicles Total
BE- HOE
HE HE HA-%E
G ] NE%E R#fe XERfE iR RE a5
HKS000 HKS"000 HKS'000 HKS'000 HKS'000 HKS000 HK$000
FEn FEn FEr & FEn FEn FEn

A&

RZF-\F-A-R 3,440 10,638 1,004 49 47718 10,002 2997
EREE - - @ - @ (17) 23)
hE 2,7% 3,694 164 49 133 6,412 13,248
WE-AHEAA

(B3E31) 3425 2391 1,494 2% - - 7,336
nf: - - - - - (701) (701)

RZE-NE
TZA=1-A 9,661 16,723 2,118 124 4,909 15,696 49,831

ZRfE

RZF-\5-A-H 2,800 9,680 900 10 4323 6,941 24,654
EREE (6) (19) @) = @ (1 (52)
TEEHE 475 977 1 18 20 2,702 4553
HE - - - - - (701) (701)

RZE-NE
t=R=t- 3 ,_2_69_ 10,638 1,063 28 4,531 8,925 28,454

REFE

RZE-NF
tZA=t-8 6,392 6,085 1,655 9% 378 6,771 23717
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Notes to the Consolidated Financial Statements
HmEMBEHRKRMEE

13. Property, plant and equipment (Continued)

Cost

At 1 January 2017
Exchange differences
Additions
Disposals

At 31 December 2017

Accumulated depreciation

At 1 January 2017
Exchange differences
Charge for the year
Disposals

At 31 December 2017

Net book value
At 31 December 2017

13. % - BER&RE#E)

Plant, Office
machinery fumiture,
and Leasehold fixtures Office Computer Motor
equipment  improvements  and fittings equipment equipment vehicles Total
BR- WAZ
k& g HH-RE
R S Rt TR SR g &8
HKS000 HK$000 HK$'000 HK$000 HK$000 HK$000 HK$000
AT FAr FAr Fir TEr T A7
B
RZF-+%-A-R 3,092 10,420 965 23 4,537 8,074 2831
EizH - - 6 - 3 5 34
AE 490 34 93 26 238 2,14 3312
e (18) (106) - = = (838) (1,686)
RZE-t%
tZA=1-A 3440 10,638 1,064 49 4778 10,002 29,97
ZRIE
R=Z-t4-f-H 33 9,345 857 3 4,003 5,471 290
EREE = = 5 - 2 23 30
KEENE 319 44 38 7 318 2,285 3,408
e (742) (106) - - - (838) (1,686)
RZE-t%
+ZRZt-8 2,800 9,680 900 10 4323 6,941 24,654
REFE
RZE-tF
tzA=1-A 640 958 164 39 455 3,061 5317

Lease rentals amounting to HK$29,765,000 (2017:
HK$22,560,000) and HK$202,000 (2017: HK$164,000)
relating to the lease of property and motor vehicles
respectively are included in the consolidated income

statement (Note 7).

SOFTPOWER INTERNATIONAL LIMITED

BHEBRERLDH

HYERMAEREFENEERS S
Al 529,765,000 0 (=T —+F ¢
22,560,0007% 7T) & 202,000 7T (=
T — 4 :164,0008 L) T BRIERE
IRelkaERSP (HE7) -



14.

15.

Notes to the Consolidated Financial Statements

N B
Subsidiaries 14. B AT
Details of principal subsidiaries which, in the Directors’ EERRUAEEZEER IR
opinion, materially affect the results and/or net assets of the E-NFTZA=T—RAZFEER
Group as at 31 December 2018, are set out in Note 32. RERFEZFEWNBRRZFEBH
HKIFE32 -
Financial instruments by category 15. REFE - NERMIA
2018 2017
—E-N\F —ZE—tF
HK$000 HK$°000
FETT FET
Financial assets included in CREEREESREVT
consolidated statement of financial AR :
position:
Financial assets at amortised cost LABESERR AETERN S RE E
Trade receivables, deposits and other B S EWHIE ke kHAM
receivables JE W K18 209,548 228,061
Pledged certificate of deposit (Note 19) = 1FFRE (HF5E19) 10,000 10,000
Pledged bank deposits (Note 19) EEMRITIFR (FEeE19) 31,000 37,000
Cash and bank balances (Note 20) B & RR1THEER (FFEE20) 130,117 146,571
Financial assets at fair value through BRANBE AELR
profit or loss (Note 18) Z e REE (M3E18) 2,601 2,744
Total ) 383,266 424,376
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Notes to the Consolidated Financial Statements

N EUE:

15. Financial instruments by category (Continued) 15.
Financial liabilities included in SREBEEREREYE
consolidated statement of financial MR EK :
position:

Financial liabilities at amortised cost LB ATENEREaE
Trade and other payables B 5 N E A RIE
Borrowings (Note 23) B8 (M5 23)

Total ER

16. Inventories 16.
Raw materials R
Merchandises 72 0B

At 31 December 2018, the provision for impairment of
inventories amounted to approximately HK$16,685,000
(2017: HK$19,201,000).

The cost of inventories recognised as expenses and

included in cost of sales amounted to HK$374,317,000
(2017:HK$428,629,000) (Note 7).

SOFTPOWER INTERNATIONAL LIMITED ®HEKER LD A

EESSINERTIA @

2018 2017
—E-N\F —E—+tF
HK$’000 HK$'000
F#ET FET
62,707 65,567
57,444 70,477
120,151 136,044
rE
2018 2017
—E-N\F —E—tF
HK$000 HK$'000
FET FET
242 -
235,067 204,341
235,309 204,341

RZEBE—NE+=—A=+—80 HE
3o 1B 4B 18 40 416,685,000 T (=&
—+4F : 19,201,000/ 7T) °

BRALHTIABEEXRNE TN 277
R N3 374,317,000 0 (Z B —+
F 1 428,629,000 ) (MizE7) °



Notes to the Consolidated Financial Statements

e MR E
17. Trade and other receivables 17. ES RH M EWRIE
2018 2017
—E-N\F —T—+tF
HK$’000 HK$'000
FET FET
Trade receivables B 5 R 115,401 121,406
Less: loss allowance (Note 3(b)(ii)) W SRR (P EE 3(b)i) (654) (2,016)
Trade receivables — net B 5 e IE — R 5 114,747 119,390
Prepayments TEfT 5K 30,817 37,919
Loan to an employee BRT (BT - 1,328
Amount due from a non-controlling JE U — iz FE 122 B AR BR 5K TR
shareholder (Note 28(c)) (Kt5E28(0)) 4,697 =
Other receivables, deposits and other HhEWFIE - Ee Rk
assets (notes (i) B E (HFEG)) 5,098 22,490
Rental deposits HEZRe 6,466 6,496
Loan to a related company BERT—HBEERA
(Note 28(d)) (Pt3E28(d)) 78,540 78,357
,,,,,,,, 125618 = 146:530
240,365 265,980
Less non-current portion: BIEREN AL -
Rental deposits and other assets HEEReRAMEE (7,337) (7.327)
Loan to a related company BERT—HBEERT - (78,357)
233,028 180,296
The carrying amounts of trade receivables, other receivables BS5EWRE HiEWHRELEAES
and rental deposits approximate their fair values. Res FASBEEBEAAEBEMRS
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17. Trade and other receivables (Continued)

Note (i):

Pursuant to a non-legally binding memorandum of understanding
(the “MOU") entered into among the Group, It RERERI T F
fERIZ B R & 1T 22 7 (Agria NKY Seeds Co., Ltd. or “ANKY") and
Agria Corporation (the “Transaction Guarantor”) on 15 December
2017, the Group intends to inject capital into and subscribe the
equity interests in ANKY (the “Proposed Transaction”). ANKY is an
enterprise established in the PRC principally engaged in the research,
production and marketing of corn seeds in the PRC and controlled
by a then executive director of the Company.

Pursuant to the MOU, an earnest deposit of HK$15,000,000
(“Earnest Deposit”) was paid by the Group on 19 December 2017.
The Earnest Deposit is unsecured, interest free and shall be refunded
to the Group prior to 31 May 2018 should the Proposed Transaction
not being materialised. This earnest deposit was included in “Other
receivables, deposits and other assets” as at 31 December 2017 and
had been refunded to the Group during the year when the MOU
was lapsed.

As at 31 December 2018, loan to a third party of HK$1,121,100
(2017: HK$4,100,000) was impaired and provided for. Although
the loan was secured by certain assets of the third party, the Group
considered that the recoverability may take a long time and was
uncertain. In this connection, the balance amount of the loan was
fully provided for. During the year, HK$2,979,000 was recovered
from the third party.

The carrying amounts of the Group’s trade and other
receivables are denominated in the following currencies:

HK$ BT
RMB AR
usD e
MOP SRPY
Others Hib

SOFTPOWER INTERNATIONAL LIMITED ®HEKER LD A

Notes to the Consolidated Financial Statements
HmEMBEHRKRMEE

17. EZ R H A EWFE (&)

G -

BEAEER-_ZT—tF+-_AT+HHHA
TrREREREEEREARETAR (A
X ]) % Agria Corporation ([ 2 SR A L)
RN KT EEEZOR O FEE S ([FR
BESE])  AEEBEERAERRE
RiE((EEZXH]) - BREA—BRFE
RUIMEE FERFSERBEFHE 4
EXTHBEERARARRERZ — (LT
EEEHINAA -

BEZHEESE ZEER_ZT—tF
+Z A+ BEXFHES 150000007
THRES]) - BESAEER 28K
ER-_ZE-NERA=+—HmERET
AEENRSGAER -ZAECCBRER
T FNEMBRGRIE ke REM
BEIN BEZRBESSERY #ES
ERERERAER -

R—ZE—N\E+-_A=+—H BE&XF—
ZE=FH1,121,0008 T (- T —LF:
4,100,000 7T) EERBERE - #AZE
FEE=ZFNETEEFERF BAEH
RETTEKRIET R ZRERM M B TR
Foftlt  ZERNBRBE 2 HERE-
FAND B E =742,979,0008 T °

AEEEZFAMEYAZER S
BMATIEEEE :

2018 2017
—E-N\F —E—+F
HK$’000 HK$°000
FET FHEIT
130,545 150,866
7,029 6,928
101,103 106,771
1,508 1,415

180 -
240,365 265,980




Notes to the Consolidated Financial Statements
mEMBEHRRMEE

17. Trade and other receivables (Continued)

The Group generally grants credit period of 60-120 days to

17. EZ R H A EWFE (&)

AEE-RETEBEREHESER

its customers for its trading of pipes and fittings operation. EEZEEHAOEN0R-BHE
The ageing analysis of the trade receivables based on the due WRIEZREI# B 2 iR

date is as follows:

Within credit period EEHR

1 to 30 days 1 RE30K
31 to 60 days 31 RE60K
61 to 90 days 61 KE90K
91 to 120 days 9MKRE120K
Over 120 days BiE 120K

The closing loss allowance for all trade receivables reconcile

to the opening loss allowance are as follows:

Loss allowance as at 1 January 2017 under HKAS 39

Loss allowance for trade receivables
Unused amount reversed

Loss allowance as at 31 December 2017 under
HKAS 39 and 1 January 2018 under HKFRS 9

Loss allowance for trade receivables
Unused amount reversed
Receivables written off during the year as uncollectible

Loss allowance as at 31 December 2018
under HKFRS 9

N

2018 2017
—E-N\F —E—LF
HK$°000 HK$000
FET FET
68,882 75,863
23,710 28,226
12,245 8,052
6,281 3,491
1,365 1,282
2,918 4,492
115,401 121,406

RZZF—tF—-A—BREEE

GEHERE 39N EIERE
B 5 RWBRN BB R A
RE) R SRR O #

R-E—+FE+-A=+—HB1EE
EAGHENFIHREN -
—N\F— B —BREEBHER
AR E I EIERE

Z 5 RGBS 1B BB

AR B FA 7008 [0 B

G P9 FE MR SR TE R BE U (2] T 1t 8

RZE—NF+—_A=+—H
RIBFB B SR ELERZE9
K ETIE R

i

B 5 1 U 3B ) 9 5 5 8 s SR )
BREEN IR T

HK$°000
FET

1,818
210
(12)

2,016

22
(566)
(818)

654
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Notes to the Consolidated Financial Statements
HmEMBEHRKRMEE

17.

18.

19.

SOFTPOWER INTERNATIONAL LIMITED

Trade and other receivables (Continued)

The Group applies HKFRS 9 simplified approach to measuring
expected credit losses which uses a lifetime expected loss
allowance for all trade receivables. This has not resulted in a
significant change to the loss allowance of trade receivables
as at 1 January 2018.

The loss allowance was decreased to HK$654,000 for trade
receivables during the year ended 31 December 2018.

Information about the impairment of trade receivables and
the Group's exposure to foreign exchange risk and credit risk
can be found in Note 3.1.

The maximum exposure to credit risk at the reporting date is
the fair value of each class of receivables mentioned above.
Save as disclosed above, the Group does not hold any
collateral as security.

Financial assets at fair value through profit
or loss

Investment funds at fair value-unlisted

Pledged bank deposits and certificate of
deposit

As at 31 December 2018, bank deposits of HK$31,000,000
(2017: HK$37,000,000) denominated in HK$ were pledged
as collateral for the Group’s banking facilities (Note 23).

The effective interest rate on pledged bank deposits was
1.89% (2017: 0.97%) per annum and these deposits are
matured within 11 to 155 days (2017: 11 to 158 days).

BHEBRERLDH

17

18

KREESAAEBE-FLT

19

CEZREMEREIR &)

AEBRBBEEMB RS ERFEIHR
Bl ERREERER RE
BHREFERBEEAFENANE
HEE-R-_FE-N\F-HA—-H &
Y AREREZRUKREANBERBEE

HE_2—/\F+-_A=+—81t*F
E -BSRURENEBERERLE
654,000 7T °

B E 5 R IRRE &A% EE R
S BE LB K A5 B L e 0 B R O PR A
3.1z

RESAMzEREERARAS LAE
BRVSREZARE - EXARE
S AR B S EAHE AR EER -

EAAREBESFABEZEME
E
2018 2017
—E-NE F L5 s
HK$'000 HK$°000
F & T FHEIT
2,601 2,744

. EEARTERRERE

R—_E-NE+=-_A=+—8"
31,000,000 L (=& —+ F:
37,000,000 7T) ABTEHE Z $B1TTF
HEFURIEF EAXEBRITEER
BE 2R (FsE23) -

ERBRITERIEEMNERAF LR
1.89% (ZF—+F:097%) ' LLEF
FZHEHAENTFENMNREIGSKR (ZF
—+tHF 11 RKE158K) °



Notes to the Consolidated Financial Statements

mEMBERRME
19. Pledged bank deposits and certificate of 19. BEHFRITERRFRE @)
deposit (Continued)
As at 31 December 2018, certificate of deposit of RZE-NE+ZR=+—8"
HK$10,000,000 (2017: HK$10,000,000) was denominated in 10,000,000 L (=& — + & :
HK$ and was pledged as collateral for the Group's banking 10,000,000 % 7T) LA ToEHE 2 17 K5
facilities (Note 23). The effective interest rate on the pledged BEFUEE EAREBETEER
certificate of deposit is 1.5% (2017: 1.0%) per annum. EzERMFER) B EEFEREZ
BEAMRAFBI15% (T —+F:
1.0%) °
20. Cash and bank balances 20. RERIBITHEER
2018 2017
—E-N\E —T—+tF
HK$’000 HK$°000
FETT FET
Cash and bank balances Be RIRTTHEH 130,117 146,571
Maximum exposure to credit risk ARZNE=EERR 129,906 146,247
The carrying amounts of the Group and the Company’s REBERARRZRE RRITESRZ
cash and bank balances are denominated in the following RESHEIZATERE
currencies:
2018 2017
—E-NF —E—+F
HK$’000 HK$°000
FET FEr
HK$ BT 97,061 122,664
RMB AR 13,058 8,015
usb ET 17,561 12,663
Others H A, 2,437 3,229
130,117 146,571
The conversion of RMB denominated balances into foreign BIUARBEZESR LB AEINE R
currencies and the remittance of these funds out of Mainland HZEESELFBEAM AR
China is subject to the exchange control restrictions imposed BT B bt 2 SN E HI B AR IR

by the PRC government.
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HmEMBEHRKRMEE

21. Share capital

At 1 January and 31 December 2018

At 1 January and 31 December 2017

(a)

(b)

SOFTPOWER INTERNATIONAL LIMITED

Issued shares

The authorized share capital of the Company was
HK$500,000,000, comprising 25,000 million shares
with a par value of HK$0.02 per share. All issued shares
are fully paid.

Share option scheme

The share option scheme approved by the shareholders
of the Company on 24 June 2004 (the “2004 Scheme”)
has expired on 23 June 2014. Thereafter, no further
options will be granted under the 2004 Scheme but
the subsisting options granted thereunder prior to the
expiry date will continue to be valid and exercisable in
accordance with the terms of the 2004 Scheme.

At the annual general meeting of the Company held
on 21 May 2015, the shareholders of the Company
approved the adoption of a new share option scheme
(the “2015 Scheme”) under which the directors of
the Company may grant options to eligible persons to
subscribe for the Company'’s shares subject to the terms
and conditions as stipulated therein. Unless otherwise
cancelled or amended, the 2015 Scheme will remain
valid for a period of 10 years from the date of its
adoption.

No share option under the 2015 Scheme was granted,

exercised, cancelled or lapsed, during the current year
nor outstanding as at 31 December 2018.

BHEBRERLDH

RZE—NF—HA—H
r+=—A=+—H

R—ZT—+tF—H—H
E+=-—A=+—H

(a)

(b)

21. BR&

Number of
shares issued
CRITRAEE
Thousands HK$'000
Fh FET
1,333,270 26,665
1,333,270 26,665
2 ®ITRMG

N2 R]VE TE IR & 500,000,000
BT BEREE.02B T
25,000,000,000 % 485X ° FT A B
BITRMEERRE -

B HERT &

AABBRER-_ZEZEF KA
“TmEREZBRERE (=
FEMFFEADER=_FT-—OF
NAZT=BER & BE
RE_STOFFAEHBEREBER
B EREmBEHRARE-ZF
7O EF Bt IR R 2 BB AR S A
BABIAA TITE -

R-ZE—HFERA-+ B
TZARRBRRBFREG £ K
A A AR R L BR AN R S AR R T
([ZZE—RFE] Bt &x
RAEBATREEBALELE
feie - ARBEARDRRMD  MHE
X_TE-hFFEBRELEIE
R FTHR - BR ZITEUB S ET
S ZE—RFE BB HER
HEgREET T F AR B -

AN 67 [ 50 ) A 48 4 ) B AR AR
BT -AFREERD 1TE
EHEAN TEERENR _-F
—NF+ZA=1+—HBHKRET
f& o



Notes to the Consolidated Financial Statements

21. Share capital (Continued)

(b) Share option scheme (Continued)

The Company was authorised to grant share options
under the 2015 Scheme for subscription of up to a total
of 133,327,000 shares, representing 10% of the issued
share capital of the Company as at the date of adoption.
The directors of the Company are authorised at their
absolute discretion, to invite any eligible participants as
defined in the Scheme, to take up options to subscribe
for shares in the Company. The subscription price will
be determined by the Board, but shall be at least the
highest of (a) the closing price of shares as stated in the
Hong Kong Stock Exchange’s daily quotation sheet on
the date on which the relevant options are deemed to
be granted and accepted in accordance with the terms
of the Scheme (“the Commencement Date”), which
must be a day on which the Hong Kong Stock Exchange
is open for the business of dealing in securities (“Trading
Day”) ; (b) the average closing price of the shares
as stated in the Hong Kong Stock Exchange’s daily
quotation sheet for the five Trading Days immediately
preceding the Commencement Date : and (c) the
nominal value of the shares. A consideration of HK$10
is payable on acceptance of the grant of option. The
maximum number of shares in respect of which options
may be granted under the 2015 Scheme may not
exceed 10% of the issued share capital of the Company
as at the date of adoption of the 2015 Scheme. The
number of shares may be refreshed by the approval of
the shareholders and the refreshed limit of the number
of shares must not exceed 10% of the issued share
capital of the Company as at the date of the approval
of the refreshed limit.

As a result of the share consolidation become effective,
the exercise price and the number of consolidated
shares to be issued upon the exercise of the outstanding
options granted under the 2004 Scheme have been
adjusted in accordance with the terms of the 2004
Scheme and Rule 17.03(13) of the Listing Rules.

e ISR R MR

21. IRZ& (4)
(b) BRERTE (&

AARVERERE T —RF5
EIREERENRERZ AL
133,327,000 B B% 0 - 15 A ER 41 B
HIARRARIE EHITRAZ210% %
BARAESTEHNBERBLEM
AERSEE (TELBRE
N EMTRBEARTRND B
et - REERKBEETSET
ENEBER@RDR A BEERRE
WAR BB RER SMERE T
EEmE R ((HRBH8D (BAAE
BRIMCERHEEEBK 2 H
BHIRZA)D) EEBBIAE
AR ERHTE : (0)RHD
REEFBBHINEEARARS
BEEEHIMEARERR
ZFEHRHE: ROBROHEE=
EHRzEEE BENERE 280
FERR RS AR ABZF108 T
ZRE -BE_ZT-AFHEF
Mz BRES R 2BRHE=EE -
TEBBEM_—_ZT—RFFEE
BARBEBTRAZI10% &
DB HRER AT - L
BHoBRHEE LRI ESBEL
AR ERZBEARRE BT
fEANZ 10% ©

R &P ERE  RIBEARF
R-ZTOFE SR HE R RTT
FHBRENITEERRITER
BTRTZEHEOHBER -F
TFENER R ETRAIE
17.03(13) R F i LA TN F8 2
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e M mRME
21. Share capital (Continued) 21. BRA& (&)
(b) Share option scheme (Continued) (b) RBERRBESTE (#)
Movements in the number of share options outstanding FR - WMARITEBERESHE 2
during the year are as follows: EJR NN
Exercise Granted
Price 31 December and 31 December
Date of grant Date of maturity HKS 2017 accepted Exercised Lapsed 2018
“E-tf “E-N\F
g = t=Ah
RiEAH HHA AT =+-0 CREEEH BT BAM =1-A
3 December 2009 2 December 2019
ZEENFTZAZR  ZE-NE+ZAZH 071 18,300,000 - - 3300000 15,000,000
5 May 2010 4May 2020
“3-3FRARA  —E-ZERAMA 083 1,000,000 - - - 1,000,000
Total 45 19,300,000 - - 3,300,000 16,000,000
Out of 16,000,000 (2017: 19,300,000) outstanding 716,000,000 % (=& —+ 4 :
share options, 15,280,000 (2017: 17,860,000) share 19,300,000) & A # = 15,280,000
options were exercisable. —ZE—+4% :17,860,000) I &
AJATHE ©
The estimated fair value of share options granted is EREERENGBTAABER
based on the Binomial model. The significant inputs into BE_BEAMEENGE -8 AZ
the models are as follows: BEXOEZEL280T :
5 May 2010 3 December 2009
—E-Z5F —EEhEF
Date of grant g =R FHAEA +=-A=H
Exercise price TR E HK$0.83 HK$0.71
Expected volatility TEER R 18 55% 54%
Option life 5 A <F B 10 years 10 years
104 104
Annual risk free interest rate 4 J& 4 [& & Fi| & 2.86% 2.16%
Dividend yield e gl 3.10% 3.58%
Fair value AREE HK$0.26 — HK$0.38  HK$0.21 — HK$0.31
The expected volatility measured at the standard RREEZFECERAEBEBHIER
deviation is based on the historical data of the weekly ARalZ Atk REFRRKRMNER
share price movement of comparable companies of the BEENHYE L BUE -
Company.
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21. Share capital (Continued)

(b) Share option scheme (Continued)

(i)

(ii)

(iii)

On 3 December 2009, 59,200,000 share options
were offered to and accepted by Directors and
employees, with an exercise price of HK$0.71 and
an option period of 10 years commencing from 3
December 2009 and expiring on 2 December 2019
(both days inclusive). The options granted to the
grantees are vested in stages and be exercised in
the following manner:

e ISR R MR

21. IRZ& (4)

(b) RBMRHESTE (4

i) RZZBEZENF+-_A=H"
AEBERESEREBEZHIL
2 JE # 859,200,000 15 B A%
EZEEREZTEER
om%ﬁ&%%%%@%+
F HIEENFTZA=
E%hi_i nE+=A
R (BEEREMA) °
TXTLW?@X/\E)]%HXTZ@H&A B
5 5RE  WIRA T A RITHE -

Maximum Period for exercise of the relevant
percentage of the options exercisable percentage of the options
AfTEZERESZSES L TEEBBRET DL ZHR
20% 3/6/2010 — 2/12/2019
20% 3/6/2011 —2/12/2019
20% 3/6/2012 — 2/12/2019
20% 3/6/2013 — 2/12/2019
20% 3/6/2014 — 2/12/2019

On 5 May 2010, 1,600,000 share options were
offered to and accepted by a Director and an
employee, with an exercise price of HK$0.83 and
an option period of 10 years commencing from 5
May 2010 and expiring on 4 May 2020 (both days
inclusive). The options granted to the grantees are
vested in stages and be exercised in the following
manner:

(i) R—ZE—ZFFRAHRHB 'K
SERNESREBENTE
JERZ 491,600,000 {7 BE A% 4
ZEERECITHEROSS
BLTRBRERRATF -
mM-Z-ZEERARBMK
E-FT-FFH AMWAZH
(BRIEERMAE) - B FEE

ARBREBSEEES

BRI T AT -
Maximum Period for exercise of the relevant
percentage of the options exercisable percentage of the options

AfTEZERESESES L TEEBBRET DL ZHR
20% 5/11/2010 — 4/5/2020
20% 5/11/2011 - 4/5/2020
20% 5/11/2012 — 4/5/2020
20% 5/11/2013 - 4/5/2020
20% 5/11/2014 - 4/5/2020

Vesting of certain options granted to certain
employees are subject to achievement of profit
target.

(iif) ﬁ%%?ﬁiZ“?%%%
HEIGMNEBEEFURBET
ﬁ%ﬁﬁo
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e M BHRRME

22. Reserves

Capital ~ Merger
Share  reserve  reserve
premium  (nofe(j)  (notefi)

BAGR A

22. f#1&

Share-

based
Statutory ~ Other Exchange payment Retained

reserve

reserve  reserve  reserve earnings  Total

R
RERH

RORE (W) Wm) teRE HtRE EIRE GREE REEA £k
HKS000  HKS000  HKS000  HKS000  HKSU000  HKSUOD  HKSO00  HKS000  HKS'000
Fér  TEr  FEr  FEr  FEr FEr FEr TEr FEn

At 1 January 2017 R=E—+F-f-A 126618 34115 3,700 24 210 1,107 5197 238580 409,611

Profit for the year FER R - - - - - - - 4945 74945

Currency translation differences ~ EXAEZE - = = e = @ = = @

Share-based payment WR BEIRF - - - - - = 5 = 55

Actuarial gain on post-employment B4 BN ERHRE

benefit obligations, netof tax Wiz - MIRHEA - - - - 935 - - = 935

Changes in ownership interests BB KR 2| K

in subsidiaries without changes B AFIEEE
of control - - - - - - - (165) (165)
At 31 December 2017 and RZE—t%
1 January 2018 TZA=t+-Bk
~Z-\§-5-H 126618 34115 3,700 28 1,205 1,103 525 313360 485377

Profit for the year FERRT - - - - - - - 26015 26015

Currency translation differences ~ EHREEE - - = - - (1161) - - (1161)

Share-based payment R BERERFH - - - - - - i - 2

Actuarial loss on post-employment BB ABRIEHNEE

benefit obligations, net of tax BE NBHEE - - - - (110) = = = (110)

Transfer upon lapse of share RERERTES

options - - - - - - (925) 925 -
At31 December 2018 R-E-NF
tZA=1-H 126618 34115 3,700 4 1,095 (58) 435 340,300 510,150

Notes: Biat -

(i)  The capital reserve of the Group mainly represents contribution ) AEBZEXRBEBEFERR NN
from the shareholders in connection with the acquisition of the FHE-—FHMBRR 2R TRERER
remaining interests in a subsidiary in 1999. REBEONER -

(i) The merger reserve of the Group arising from the Group iy AEEREESAMEECAHHE -

reorganisation is determined by the difference between the
nominal value of shares of the subsidiaries acquired pursuant
to the Group reorganisation and the nominal value of the
Company'’s shares deemed to have been issued.

SOFTPOWER INTERNATIONAL LIMITED ®HEKER LD A

DIREESEBAZMBRRRNE
BEEKEDETZARBRMDEER
ER 2 ZRETE -



Notes to the Consolidated Financial Statements

23. Borrowings

Current B

Trust receipt loans, secured (note (i)
Trust receipt loans, unsecured

Notes:

(0}

(i)

(iii)

The carrying amounts of the trust receipt loans approximate
their fair values. As at 31 December 2018, the banking
facilities were secured by corporate guarantees, bank deposits
of HK$31,000,000 (2017: HK$37,000,000) and certificate of
deposit of HK$10,000,000 (2017: HK$10,000,000).

The borrowings are denominated in the following currencies:

HK$ BT

The effective interest rates (per annum) of bank borrowings at
the financial reporting date are as follows:

Trust receipt loans EFEUIRE R

BEMEFTREER IEG)
EEAERRIBEER

e ISR R MR

23. £ &
2018 2017
—E-N\fE T +fF
HK$'000 HK$°000
F#T FHT
31,694 51,865
25,750 18,612
57.444 70,477

g

() FERUBERZz2EESEHEAKS
AREHRE R-ZTE—N\NE+=-A
=+—B RITMEHAAER
$R1T1F 3 431,000,000 T (=&
— 44 : 37,000,000 7T) K17 5% &
#910,000,0008 L (=T — £ F :
10,000,000 7% 7T) EHE# -

(i) BEATIHEEIE :

2018 2017
—g-N% .
HK$°000 HK$°000
FHT T
57,444 70,477

(i) REMBRER  RITEEZERER

BT
2018 2017
—E-N\F —E—
% %
4.15 3.12
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24. Deferred taxation

Deferred tax liabilities to be settled

after 12 months FEIERIEEE

Deferred tax is calculated in full on temporary differences
under the liability method using tax rates of the relevant
subsidiaries applicable to the period when the asset is
expected to be realised or the liability to be settled, based
on tax rates that have been substantively enacted by the
financial reporting date.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to offset current tax assets against
current tax liabilities and when the deferred tax assets and
liabilities relate to income tax levied by the same taxation
authority on either the taxable entity or different taxable
entities where there is an intention to settle the balances on
a net basis.

The net movement on the deferred tax account is as follows:

m—H—H
Wk — KM~ 7]

At 1 January
Acquisition of a subsidiary

Charged to income statement (Note 10) £ W25 % B (FE3E10)
FERmETEA (HR)

Credited/(charged) to equity
Exchange differences ME H ZHE

At 31 December Rt+=-—A=+—H

SOFTPOWER INTERNATIONAL LIMITED ®HEKER LD A

RNt A AREEZ

Notes to the Consolidated Financial Statements
HmEMBEHRKRMEE

24, FEFER IR

2018 2017
—E-N\F —E—+tF
HK$’000 HK$'000
FHET FET
(1,352) (436)

BERERBRBABENBEENE QR
EHEESRNABEE ZBHEME
AZBRE(RUBHREACHHINEL
) R BB -

BB AERN A A B 1R & B A
HHAREEE MEEHRBAEER
EEFIRBEY MR — BB
—HKERB AR X R HERT A A
BEERHRBFEEE  ARHRT
MIREEREER AR BEEEH -

BETRIBRE < EFFEMT

2018 2017
—ZE-N\F —E—tF
HK$°000 HK$°000
FET FET
(436) (181)

(435) =

(504) (71)

22 (184)

1 -

(1,352) (436)




Notes to the Consolidated Financial Statements

24. Deferred taxation (Continued)

e ISR R MR

24, EIERIE (&)

The movement in deferred tax assets and liabilities during BEERIBEERBERNFRNZES (R
the year, without taking into consideration the offsetting of TR E R R AR A 8R) 1T -

balances within the same tax jurisdiction, is as follows:

Deferred tax assets

At 1 January 2017

Charged to income statement

At 31 December 2017

Charged to income statement

At 31 December 2018

Deferred tax liabilities

At 1 January 2017
Credited to income statement
Charged to equity

At 31 December 2017 and

1 January 2018
Acquisition of a subsidiary
Charged to income statement
Credited to equity
Exchange differences

At 31 December 2018

RZZE—+F—F—H

EHERFEA
ERRPME

R-E—tF+-A=+—H
E-Z2-N\¥—-A—H

WE-ZHEAR
ER R TR
ERETIA
EXER

RZF-\E+-A=1—H

EBEREEE
Tax losses
BKEE
HK$ 000
FET
RZE—tF—H—H 180
fE R PR (140)
RZE—+F+=-_A=+—8H 40
SRS (40)
NeE N E =SB =
BEEBIEEE
Remeasurement
gain of post-
employment
Accelerated tax benefit
depreciation obligations Total
BRARAEL
MEBIERE METENR mE
HK$ 000 HK$000 HK$000
FET FET FET
(307) (54) (361)
69 - 69
- (184) (184)
(238) (238) (476)
(435) - (435)
(464) - (464)
- 22 22
1 - 1
(1,136) (216) (1,352)

ANNUAL REPORT 2018 —Z — \NF F 147



Notes to the Consolidated Financial Statements
HmEMBEHRKRMEE

24,

25.

SOFTPOWER INTERNATIONAL LIMITED

Deferred taxation (Continued)

Deferred income tax assets are recognised for tax losses
carried forward to the extent that the realisation of the
related tax benefit through the future taxable profits is
probable. The Group did not recognise deferred income tax
assets of HK$3,704,000 (2017: HK$2,345,000) in respect
of accumulated tax losses amounting to HK$17,536,000
(2017: HK$10,275,000) as at 31 December 2018, that can
be carried forward against future taxable income. As at 31
December 2018, the accumulated tax losses amounting to
HK$6,599,000 (2017: HK$5,449,000) will be expired in five
years. There is no expiry period for the other tax losses.

Trade payables, other payables and contract
liabilities

Trade payables B 5 S A

Contract liabilities (2017: Deposits
received from customers)

Accrued expenses and other payables

(note)

BRERPEZE)

(B &E)

Note:

Included in other payables of the Group as at 31 December 2017
was a provision for a customer claim of HK$3,694,000 made for a
project in Hong Kong in prior years. During the year, management
reassessed the circumstances and considered that the chance for
claim has became remote and therefore has made a reversal of the
provision in the consolidated income statement.

BHEBRERLDH

24, EIERIE (&)

25.

EREE(ZE—tF:

BIRER R HE MR FOR

BEMEHBEEAEREBERE
F 25 7T 8 18 oK 2K FE AR A% B 2 3R
MATEE s BIEBEERER &
B A —_T—N\F+_A=+—H
A 458 DU S R PR FE R TR A 2 R 5T
TiTE E54817,536,000/8 T (—Z T —+
F 110,275,000 JT) HE R IE T FT 1S
THIE & E 3,704,000 T (ZE —+
F 12,345,000 7L) c RZZE—N\F
+-_A=Z+—B ZEEAHEE
8 #6,599,0008 L (ZE—tF :
5,449,000 7C) - A A F RN EH -
HEMREBEYEE RS -

ESRENRIE  HitEMARIE
kERAE
2018 2017
—E-N\EF —E—+F
HK$°000 HK$'000
FET FET
33,904 39,493
16,384 14,901
18,939 28,042
69,227 82,436
Biat -

PREEASER-_Z—tF+=-A=+—
HREMERKER RBAFE A%
B3t —ERNEEEIEE {EH 3,694,000 % 7T
NEFPHERBE RAFERN EBREE
A EMRARREEFRBENRERETK
B ANERBRERRERERER -



Notes to the Consolidated Financial Statements
mEMBEHRRMEE

25. Trade payables, other payables and contract 25 BEZEMSRIE  HESRKE

liabilities (Continued) FEREE®E)
The ageing analysis of the Group's trade payables, based on AEEBHENRENRRIZEER
the invoice date, is as follows: ST -
2018 2017
=E-N\F —E—+tF
HK$°000 HK$000
FET FET
Within 30 days 30 KA 26,878 33,706
31 to 60 days 31 RE60X 3,518 4,230
61 to 90 days 61 XEO KX 2,350 1,477
Over 90 days BB O0 K 1,158 80
33,904 39,493
The carrying amounts of the Group’s trade payables, other REBEZE SEMNFKIE - K ERARK
payables and contract liabilities are denominated in the ERERABBECEEASBERATER
following currencies: FT{E -
2018 2017
—E-N\F —E—tF
HK$°000 HK$000
FET FET
HK$ BT 35,630 45,377
usD e 22,782 29,852
RMB AR 4,787 1,251
Others H 6,028 5,956
69,227 82,436
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Notes to the Consolidated Financial Statements

e M BHRRME

26. Commitments

(a) Capital commitments

Capital expenditure contracted for at the end of the

26. KB
(a) BEAREE

REKRERITAREMDRELDN

year but not yet incurred is as follows: BEARBIT :
2018 2017
—E-N\F —T—+tF
HK$000 HK$'000
FET FET
Capital expenditure in respect of the BB RBITHER
acquisition of motor vehicles fRa B mER AR
contracted for but not provided in the ~ K& ARFI X
consolidated financial statements - 1,240
(b) Operating lease commitments (b) REHEAE
2018 2017
—E-N\F —E—LF
HK$000 HK$'000
FETT FET
Land and buildings T RETF
Not later than one year THA—F 29,004 28,426
Later than one year and not later than ~ BBA—F R T BBERF
five years 85,664 92,453
Later than five years HB@ERF 72,617 90,391
187,285 211,270
Equipment and motor vehicles wERAE
Not later than one year BB —F 557 631
Later than one year and not later than B —F R THBBRHF
five years 765 1,190
B 1821
188,607 213,091
The lease terms are between one and ten years, and the HMEBNF—=+F  TZMA

majority of lease agreements are renewable at the end

of the lease period at market rate.

SOFTPOWER INTERNATIONAL LIMITED

BHEBRERLDH



Notes to the Consolidated Financial Statements

27. Notes to the consolidated statement of cash
flows

Cash flows from operations

e ISR R MR

27. REBHERERME

K

EBBE2RERE

2018 2017
—E-N\F —T—+tF
HK$’000 HK$000
FET FET
Profit before income tax T A& A 29,472 84,174
Adjustments for: HTIELFE -
Depreciation of property, plant and ME  BERZEOTE
equipment 4,553 3,408
Gain on disposal of property, HEWME - WE REH
plant and equipment, net (note) 2 WS R EE (T aE) (136) (125)
Interest income FEHA (10,111) (10,359)
Interest expense MEXZ W 2,051 2,219
(Reversal of)/provision for impairment S REERMRE
of financial assets (E18) B (3.523) 198
Provision for impairment GFEREREFHE
of inventories, net 4,693 2,540
Reversal of provision for customer claim & P 4 {5 8 1 [l (3,694) =
Fair value loss/(gain) on financial assets ~ E AN BEF ABIZZ &R
at fair value through profit or loss BEMAABEESR
(z) 145 (69)
Dividend income from financial assets BRANBEFABRZ ZEH
at fair value through profit or loss & E B A (105) (78)
Share-based payment AR5 B BB e 3K 29 55
Exchange difference bE H Z5E (482) (1,436)
Changes in working capital: LEECEE
Increase in inventories FEEm (35,304) (47,442)
Decrease/(Increase) in trade and other B 5 K E bW IER L,
receivables (% 10) 39,232 (30,266)
Increase in financial assets at fair value ~ EAAEBEFABZZ &/
through profit or loss BELL N = (1,018)
(Decrease)/Increase in trade payables, B HENFIE - EMER
other payables and contract liabilities FERERBECED)
10 (12,767) 2,145
Net cash generated from operations REEBRREHSHA 14,053 3,946
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Notes to the Consolidated Financial Statements

e M BHRRME

27. Notes to the consolidated statement of cash

flows (Continued)

Cash flows from operations (Continued)

Note: Proceeds from disposal of property, plant and equipment

comprises:

Net book amount
Gain on disposal

Proceeds from disposal

Represented by:
Cash

The reconciliation of liabilities arising from financing activities

is as follows:

As at 1 January 2017
Cash flows

As at 1 January 2018
Cash flows

As at 31 December 2018

SOFTPOWER INTERNATIONAL LIMITED

27. REBEEREXRMT ®)

REXBRBRERE (#)

B

—E-N\fF
HK$°000
FET

et HEWE  BERRBZAEHA

2017

—E—+F

HK$'000
FHET

125

125

125

R-B—N\FE+t-H=+—H

BHEBRERLDH

TRUEHELNBENHROT

HK$'000
FET

(73,991)
3,514

(70,477)
13,033

(57,444)



Notes to the Consolidated Financial Statements

28. Related party transactions

Transactions for the year

(a)

(b)

Key management compensation

e ISR R MR

28. BEALERS
FRARS
(a) TEEEASHH

2018 2017
—E-NF —ET—+tF
HK$°000 HK$°000
FET FET

Salaries and other short term employee  ¥& R HMEHIRE
benefits Eal 18,260 22,321

Pension costs RIKE AR

— defined contribution plans — EFR M GT 3 126 126
Share-based payment VAR 0 A B 2 3R 29 55
18,415 22,502

(i) Rental payment to a related party

Rental paid to a related company YNEESHE—
(note) (F5E)
Note:

The Group paid rental of a car and a car licence to a company
controlled by Mr. Lai Guanglin, the former executive director
and Chairman of the Company who resigned on 30 March
2018, for a fixed sum of RMB12,000 (equal to HK$13,600)
per month as agreed by both parties. This is also a connected
transaction which is exempted under the Listing Rules 14A.76.

(b) ()EIBEALZHEE

2018 2017
—E-N\E ZE—+F
HK$°000 HK$'000
FHET FHET
g R A
163 164

Wizt

AEBEHEFGREEHEEER—HE
BAARQABEITE S5 L Lai
Guanglnt £ (ERZZ—N\F=A
=S tTHER)EHNARZNHER
HEMETAETEERH 12,000 ARE (%
13,6008 7T) ° R 5 INAIRE £
GBI 14A.76 (6T 38 S 3ETT RO BRI X
%o
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Notes to the Consolidated Financial Statements
HmEMBEHRKRMEE

28. Related party transactions (Continued) 28. BEANTRG (&)
Transactions for the year (Continued) FAXRS (&)
(b) (ii) Consultancy fees to related parties (b) (i)FIBEEANLZNIERE
2018 2017
=E-N\F —ET—+tF
HK$°000 HK$ 000
FET FET
Consultancy fee paid to Ms. Yang Li SIEME TIEAZ LT
(note 1) (FF&E1) - 500
Consultancy fee paid to Mr. Lai Guanglin % -t E& 1 & ¥ Lai Guanglin
(note 2) S (FaE2) 2,232 -
Note 1: Mtaz1:

During the year ended 31 December 2017, the Group paid
consultancy fee to Ms. Yang Li, the former independent
non-executive director of the Company who resigned on 1
September 2016, for a fixed sum of HK$41,700 per month as
agreed by both parties. This is a connected transaction which is
exempted under Rule 14A.76 of the Listing Rules. Ms. Yang Li
ceased to be a related party from 1 September 2017.

Note 2:

During the year, the Group paid consultancy fee to Mr. Lai
Guanglin, the former executive Director and the Chairman of
the Company who resigned on 30 March 2018, for a fixed
sum of HK$248,000 per month as agreed by both parties.
This is a connected transaction which is exempted under Rule
14A.76 of the Listing Rules.

HE-_ZT—+tF+=-A=+—H1
FE AKBERAMEBILIIENTE
ERALE(HR=2FE—RFhA—
BEf) SNBErfBens AEE
41,7008 LM B - W R 5 BIRIE L
TR AI 14A.76 {5 T S 38 R M RRIE R
ZoBARtTtE_T—tENA—A
RIBAMEAT -

HiaE2:

RER - AEBERAREZAERT
B EFEFELai Guanglinb & (R =
T-N\FZA=Z+HEE) IEE
77 % 8 A Bl T 248,000 7T EE
B RS ABE EMHRAI14A76 15
MESRENBERS -

Year end balances FRENEE
2018 2017
—E2-NF —E—+F
HK$’000 HK$°000
FETT FET
(c) Amount due from a non-controlling (¢) FEU —7 FEIER%
shareholder AR B FRIE 4,697 -
The amount is unsecured, interest free and is expected to be ZeRAERER 2EREFHERZ
repaid before 31 December 2019. E-NF+ZA=+—HAEE-
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Notes to the Consolidated Financial Statements
mEMBEHRRMEE

28. BEALXRS (#)
FRERE ()
(d) BH#T—BHEAT

28. Related party transactions (Continued)
Year end balances (Continued)

(d) Loan to a related company

On 1 August 2016, the Group advanced a loan of
US$10,000,000 (equivalent to HK$77,746,000) to
China Victory International Holdings Limited (“CVIL"),
a wholly-owned subsidiary of Agria Corporation, for a
term of 3 years.

RZZE—X"ENA—H &%
BmHrEBRBRERBR AR
(['CVIL]) (Agria Corporation #) —
MEEHBRAR) BNERIF
# & 310,000,000 T (HHZ R
77,746,000 7T) °

The loan carried interest at 10.5% per annum and is ZERUFB105%:HE - i
repayable by 31 July 2019. The loan is secured by the RZE-NFELA=T—HZHAH
entire issued shares of CVIL executed by Agria Group BiE ZERBACQILHEZLR

Limited (“AGL"), the immediate holding company
of CVIL, and also guaranteed by a deed of corporate
guarantee executed by Agria Corporation in favour
of the Group. Mr. Lai Guanglin, a then director and
ultimate controlling party of the Company, is also a
controlling shareholder of Agria Corporation.

Pursuant to a resolution passed in a special general
meeting of the Company on 23 February 2018, the
Group and CVIL agreed to novate and AGL, a wholly-
owned subsidiary of Agria Corporation and the
immediate holding company of CVIL, agreed to assume
the Group’s loan to CVIL of US$10,000,000 (equivalent
to HK$78,357,000) with all other terms and conditions
remained unchanged.

For the year ended 31 December 2018, the interest
income from AGL amounted to approximately
US$1,050,000 (equivalent to HK$8,252,000) (2017:
US$1,050,000 (equivalent to HK$8,206,000)).

As at 31 December 2018, the loan to AGL amounted
to US$10,000,000 (equivalent to HK$78,540,000)
(31 December 2017: US$10,000,000 (equivalent to
HK$78,357,000)).

‘A @ Agria Group Limited ([ AGL])
IECVILEY 2 BE HITRMIEE
® % Agria Corporation #1T ¥ AN &
BEQRBREZL - NQFER
2 EEFRELES A Lai Guanglin
S5 4 IR A Agria Corporation 2%
ARER o

BER-—ZT—N\F-_A=-+=H
AARBITHRREFIAE LB
BRRER  ASERQILAE
% & K AGL (Agria Corporation #J
2EMB AR MCVILME BZEK
2AE) AEAEREERCVILEA
¥ #) & £ 10,000,000 T (1%
778,357,000 7T) » HAb KA
IR IRFFTE -

BHE_Z—N\F+_A=+—
BIEEE - #RAGLFTS & F B Uk
A #) 41,050,000 E 7T (HBER
8,252,000 L) (ZZE— 5 :
1,050,000 2% 7t (#8 55 14 8,206,000
BIL)) e

RZE-—NF+ZA=+—
H #FAGLW E XS H#
/10,000,000% & (B E R
78,540,000 T (ZF—+tF+=
A=-+—H : 10,000,000t (8
%74 78,357,000/87T)) °
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HmEMBEHRKRMEE

29. KRB BRRKRRHEEE

29. Statement of financial position and reserve
movement of the Company

As at 31 December

R+=—BA=+—H
2018 2017
—g-\E T
Note HK$°000 HK$'000
iokz3 FE T FHEIT
ASSETS BE
Non-current assets ERBEE
Property, plant and equipment M - BB MERE 81 109
Investments in subsidiaries KRB ARIRE 90,435 90,406
90,516 90,515
Current assets RBEE
Prepayments and other receivables T8 A< TR I B fh e W R IE 486 882
Tax recoverable EIEqEIE R 2,103 =
Amounts due from subsidiaries JE UGB B X R RUIA 39,791 60,699
Cash and bank balances Be MBITES 2,046 2,521
,,,,,,,,, 44426 64,102
Total assets BREE 134,942 154,617
EQUITY s
Equity holders EEFEEA
Share capital % 26,665 26,665
Reserves {1 (i) 102,567 107,609
Total equity RS 129,232 134,274
LIABILITIES 8E
Current liabilities REBAE
Other payables H A JE < FRIE 2,166 4,621
Taxation payable FEAT R IE - 159
Amounts due to subsidiaries JEA<H B /B A B FRIB 3,544 15,563
Total liabilities wmaesE 5,710 20,343
Total equity and liabilities BEZREE 134,942 154,617
Net current assets RBEEFE 38,716 43,759
Total assets less current liabilities #ZAEERBRBEES 129,232 134,274

The statement of financial position of the Company was AKARNTBMRAREHEFENZ
approved by the board of Directors on 25 March 2019 and TE-NFZAZ+HHAHSZE TRE

was signed on its behalf: EEERE:
Lai Fulin 38 13 8 Yu Ben Ansheng 81 &% &£
Director % Director 2%
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Notes to the Consolidated Financial Statements

29. Statement of financial position and reserve

e ISR R MR

29. KRB BRRKRRHEEE

movement of the Company (Continued) (4&)
Notes: Biat -
() Reserve movement of the Company iy ARARFEHEEH
Contributed  Share-based
Share surplus payment  Accumulated
premium (note) reserve deficits Total
BARH LURGAER
R EE (Hz) MEREE 4y F k)
HK$'000 HK$ 000 HK$000 HK$ 000 HK$'000
FET FET FAET FET FET
At 1 January 2017 R-E—+F—F—H 126,618 86,759 5,197 (127,697) 90,877
Profit for the year KEFHF - - - 16,677 16,677
Share-based payment DA 1) A ERE 3R - - 55 - 55
At 31 December 2017 R-ZT—+&F+-A=+—FH
and 1 January 2018 k=Z-NE—-H—H 126,618 86,759 5,252 (111,020) 107,609
Loss for the year AFEEER - - - (5,071) (5,071)
Share-based payment  BARY {5 A ZHEAI 3R - - 29 - 29
Transfer upon lapse of 88 Ff 2 2k 28
share options - - (925) 925 -
At 31 December 2018 R=-ZE—-NF+-A=+—H 126,618 86,759 4,356 (115,166) 102,567
Note: Biat -

The contributed surplus of the Company represents the
difference between the nominal value of the shares issued by
the Company in exchange for all the issued ordinary shares of
World Trade Bun Kee (BVI) Ltd. and the value of net assets of
the underlying subsidiaries acquired by the Company in 2000.
Under the Companies Act 1981 of Bermuda (as amended), the
contributed surplus is distributable to the shareholders, subject
to a solvency test. At the Group level, the contributed surplus
is reclassified into its component of reserves of the underlying
subsidiaries.

KRB ZEANBERTIHE AN A B ARIRE
World Trade Bun Kee (BVI) Ltd. £ B E,
BTLRRMBEIT 2ROHDEBEERR
KB ERANBRARIR ST HF
LEEFEMEMzER -REAH
E—NN—FRENEEIEE])  BA
BHEREEAENEREE 2AH
ZIERT A SR TR « EARE
BB L BARBREFVERE
BB AR REEEKE S -
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Notes to the Consolidated Financial Statements

e M BHRRME

30. Benefits and interests of directors (disclosures
required by section 383 of the Hong Kong
Companies Ordinance (Cap. 622), Companies
(Disclosure of Information about Benefits
of Directors) Regulation (Cap. 622G) and HK
Listing Rules)

(a) Directors’ and chief executive’s emoluments

The remuneration of each director and the chief
executive for the year ended 31 December 2017 and
2018 is set out below:

30 EENNEMER (RIEFE

(R A%EHF) (5£622F) 5383
HBE(AB (HEEERZER)
B (E6226E)REB(LED
BRADWHEEMELNEE)

() EERTHARNE

ZEERITHRAEREE-Z
—t+tEFRER_ZE—NFE+ A8
=t—BIFEMMEEIMT

For the year ended 31 December 2018
BE-E-NFToACT-ALEE
Emoluments paid or receivable in respect of a person’s services as a director, whether of the Company or its subsidiary undertaking

FAES (FERALEIANRATLR) RERBAXARRRNHE

Emoluments

paid or

receivable

in respect

of director's

other service

in connection

Remunerations with the

Employer's paid or - management

Estimated ~ contributions  receivablein of the affairs

money value toa  respectof of the

ofother  retirement  accepting  Company or

Discretionary Housing benefits benefit officeas its subsidiary
Fees Salary bonuses allowance (note i) scheme director  undertaking Total

RERALT

JENELT

fEH bENER

BB Bl REES RfHfES

FEREE  BUAEY  -BAXN  REAXA
Name of Directors B3 e B¢ RBERL  EERR  (dn)  HEZHR JEGNHE JEUNEE 48
S 000 Hs000 Hs000 HKS 000 S 000 Hs000 Hs000 HKs 000 H$ 000
AT TR AT AL FAT TR AL AT T
Lai Guzngli (note () Lai Guangin (3£ () - 863 - - 362 - - - 1,225
YuBen Ansheng (note (i)~ 8% (FizE(i) - 2561 163 - 140 18 - - 318
LaiFulin R - 2400 1,103 - 140 18 - - 3668
Ukean Seng (note i)~ R (RT3 i) ] - - - - - - - 1]
Wong Yee Shuen, Wikon £ J{f5 200 = = = - = = = 200
Chen Wei Wen REX 150 - - - - - - - 150
Guan Zhigiang Ehit 200 - - - - - - - 200
5% 5831 1,566 - 642 36 - - 8673
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Notes to the Consolidated Financial Statements
mEMBEHRRMEE

30. Benefits and interests of directors (disclosures 30, EEMANEZMNES REFRB

required by section 383 of the Hong Kong (R aEBI) (55622F) 5383

Companies Ordinance (Cap. 622), Companies BERAR(KEBEESARER)

(Disclosure of Information about Benefits B (E6226E) REAB(LET

of Directors) Regulation (Cap. 622G) and HK RADHWBEMELNIRE) (&)

Listing Rules) (Continued)

(a) Directors’ and chief executive’s emoluments () EERTHARME (&)
(Continued)

For the year ended 31 December 2017
BR-R-ET-A=t-ALER
Emoluments paid or receivable in respect of a person's semvices as a director, whether of the Company or its subsidiary undertaking
(FREE(PERADANEMBAR LS RERHAR NARRNME

Emoluments

paid or

receivable

in respect

of director's

other senvice

in connection

Remunerations with the

Employer's paidor  management

Estimated ~ contrioutions  receivablein  of the affairs

money value toa  respectof of the

ofother  retlement  accepting  Companyor

Discretionary Housing benefits benefit officeas s subsiciary
Fees Salary bonuses  allowance (note (i) scheme drector  undertaking Total

HERAAR

FEMBAT

WD LENER

Efpfailt EXY  EfiE% RitEpEs

(ira%EE  EARM  -BARN  REAXA
Name of Directors B3 ne o BERM  RERE () HEZER dARGeHE sEkEe 28
HS 000 HK$ 000 HK$ 000 H$ 000 HKS 000 HK$ 000 S 000 HK$ 000 HK$ 000
TR TEL TEL 73 TR TEL TEL TR TEL

Lai Guanglin Lai Guanglin - 34% 294 - 279 - - - 6,588
YuBen Ansheng (note (i) &1 (B3 i) - 2460 47 - 140 18 - - 3,05
LaiFulin BER - 1672 897 - 140 18 - - 2
U Kean Seng REN 200 - - - - - - - 200
Wong Yee Shuen, Wikon A 200 - - - - - - . 200
Chen Wi Wen il 150 - - - - - - - 150
Guan Zhigiang E5 200 - - - - - - - 20

750 1621 1628 - 3079 3 - - 13120
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Notes to the Consolidated Financial Statements
HmEMBEHRKRMEE

30. Benefits and interests of directors (disclosures
required by section 383 of the Hong Kong
Companies Ordinance (Cap. 622), Companies
(Disclosure of Information about Benefits
of Directors) Regulation (Cap. 622G) and HK
Listing Rules) (Continued)

(a)

(b)

(9]

(d)

SOFTPOWER INTERNATIONAL LIMITED

Directors’ and chief executive’s emoluments
(Continued)

Notes:

(i) Mr. Lai Guanglin resigned as executive director and
Chairman of the Company on 30 March 2018.

(i)~ Mr. Yu Ben Ansheng is the Chief Executive Officer of the
Company.

(i) Mr. U Keng Seng resigned as non-executive director of
the Company on 30 March 2018.

(iv)  Other benefits include share option and other allowance.

Directors’ retirement benefits

None of the directors received or will receive any
retirement benefits during the year (2017: Nil).

Directors’ termination benefits

None of the directors received or will receive any
termination benefits during the year (2017: Nil).

Consideration provided to third parties for
making available directors’ services

During the year ended 31 December 2018, the
Company did not pay consideration to any third parties
for making available directors’ services (2017: Nil).

BHEBRERLDH

30, EEMRZNERS (RETE
(R A%EHF) (5£622F) 5383
HBE(AB (HEEERZER)
B (E6226E)REB(LED
BRADWBEEMELNEE) (@)

(a)

(b)

(c)

(d)

EERTHRARME (&)

Wizt

() Lai Guanglinfe £ A = F — \F
ZAZ+BHERATNTE
EREF—M -

(i) BREEERARFMERER
18

o

(i) REKEER-_ZFT-NF=A
=T HBHERAARIERITES -

(iv) EABARR SIS R S E )RR o

EE=ARAKER

FA BEEFEX N HEURER
KEM(ZT—1F : 8) -

EENKRILEER

FA BEERENRERE
LESEREEMN (2T L4
&) -

RRERREERBEMEAE=T1
HEEE

R-ZE—NE+-_A=+—8HF
ER ARAITLERENES
REMEIME=ZHHE(ZZ
—tF ) o



Notes to the Consolidated Financial Statements

30. Benefits and interests of directors (disclosures

required by section 383 of the Hong Kong
Companies Ordinance (Cap. 622), Companies
(Disclosure of Information about Benefits
of Directors) Regulation (Cap. 622G) and HK
Listing Rules) (Continued)

(e) Information about loans, quasi-loans
and other dealings in favour of directors,
controlled bodies corporate by and connected
entities with such directors

During the year ended 31 December 2018, there is no
loans, quasi-loans and other dealing arrangements in
favour of the directors, or controlled bodies corporate
by and connected entities with such directors (2017:
Nil).

(f) Directors’ material interests in transactions,
arrangements or contracts

Save as disclosed in Note 28, there are no significant
transactions, arrangements and contracts in relation to
the Company’s business to which the Company was
a party and in which a director of the Company had a
material interest, whether directly or indirectly, subsisted
at the end of the year or at any time during the year
(2017: Nil).

31. Business Combination

On 1 August 2018, the Group acquired a 66.7% interest
in B/ F & #HEEJR AR AR (Guizhou Zhongguan
New Energy Limited*) (“Zhongguan New Energy”) at an
aggregate consideration of RMB10,000,000 (equivalent
HK$11,553,000) by way of capital injection. Zhongguan New
Energy is principally engaged in the manufacturing and sales
of biomass pellets fuel products in Mainland China.

The acquired business contributed revenue of approximately
HK$2.2 million and net loss of approximately HK$3.5
million to the Group for the period from 1 August 2018 to
31 December 2018. If the acquisition had occurred on the
1 January 2018, there will be no material impact on the
Group's consolidated revenue and profit for the year ended
31 December 2018.

*  For identification purpose only

e ISR R MR

30 EENNEMER (RIEFE

(ABH%KHB) (£622%F) 5383
HBRE(ATR (HEEEFEER)
B (E6226E)REB(LES
BRADWBREMELNEE) &)

(e) MEE ZTZEEEELHMZE
AERBEZESNBEETRE
HOER EEFMNMEMRS
1 & ¥
RZZE-—NF+ZA=1+—H%F
ER BENEE ZZEES
THEEEREEERAY S
ZEF EBRHEMRZ S (ZF
—tF |

(f) EXZEXS ZHAESRENE
Rz

BRIt EE285) - WA A RBEE
BMARBEREF —FAAR
AEERNER (TRERIFER)
BEEAEZ RAFFREIN
FRAEARE)WEARS 5
REW(ZF—kF &) -

31. %646t

RZE-—NFNA—B XEH
A48 B AR ¥ 10,000,000 (&
11,553,000 7T) 2R & T &, WEE
MR RERER AR ([FEHEER])
2667%E c PEHMEREZR A
Bl it BAEE MIEE EWHEBRR
REmM -

- N\FNA—HE-Z—N\F
TZA=+—H ZUBEKAELASE
B B B A %) 452,200,000 7T N 518
#9/%3,500,000/8 70 > HEWHER —-F
—NF—A—B#4LE BTeYAE
EMGEBA RGN BEERTE -
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Notes to the Consolidated Financial Statements
HmEMBEHRKRMEE

31. Business Combination (Continued) 31. ¥ &6t
The fair value of the identifiable assets and liabilities of RUCHE B 2 R R AT AR TR R &
Zhongguan New Energy acquired as at the date of acquisition ERBEZALEBLOT
is as follows:
Fair value of identifiable assets acquired BBRNEERAERSE HK$'000
and liabilities assumed: WARE: FHET
Property, plant and equipment ME - BB REHE 7,336
Inventory 7B 357
Prepayment and other receivables a5 R IE B EAh & WK IR 5,219
Amount due from non-controlling shareholder FE U FE 2 AR AR 3R SRR 4,727
Cash e 898
Deposits and other payables e RHEAMEN IR (772)
Deferred tax liabilities FREHRIBEE (435)
Net assets BEFE 17,330
Non-controlling interests FEE S M A (5,777)
Net assets acquired BAELEFE 11,553
Satisfied by: ATRH AT
Cash injection BeTE 11,553
Net cash outflow arising on acquisition: WiEEIE 2 FREBmE
Cash consideration paid BNRERE 11,553
Cash acquired BUER ¢ (898)
10,655
Acquisition-related costs involved are insignificant to the U BRI A ANEE M E WA E
Group, and had been included in administrative expenses of WEst ARNERHFE —_E—N\E+—
the Group for the year end of 31 December 2018. A=+—BLFEMNTHRAIF -
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Notes to the Consolidated Financial Statements

32. Particulars of the principal subsidiaries

Name

2%

Incorporated and operating in
Hong Kong
EEBAUREE

Bun Kee (International) Limited

i (BRR) AR A

Hamerwind Logistic Company Limited
KEARERAH

Established and operating in
Macao

ERFIHYREE

Bun Kee Building Material and
Equipment (Macao) Co., Ltd.
W ACRM Rkt (&) AR A

Established and operating
in the PRC
EHERYREE

Guizhou Zhongguan New Energy

Limited*

BN EHERERAT]

*  For identification purpose only

Principal Activities

Trading of construction materials,
mainly pipes and fittings in
Hong Kong
REBRERENS (FERER
REH)2E5

Provision of warehousing and logistic
services in Hong Kong

RERRHERT RMARS

Trading of construction materials,
mainly pipes and fittings in Macao

RRFRERENE (TERER
RkEH)2ES

Manufacture and sale of biomass
pellets fuel products in the PRC
R BEE R E £ ME R

Efm

e ISR R MR

32. T EfBARESR

Percentage
Aotk

Particulars of issued and fully paid ~ Attributable Held by
share capital/registered capital tothe Group  subsidiaries
BRARMERE EMER AREELE KEARRE
100 ordinary shares of HK$1 each 100 100

and 3,000,000 non-voting deferred

shares of HK$ 1 each
100REREE 1 BT TBRR

3,000,000 B REE1ETLE

RERELR R
800 ordinary shares of HK$100 each 100 100
800MRGMREE 100 AL LRk
MOP50,000 100 100
50,000 &P
RMB15,000,000 66.67 66.67
AR 15,000,000
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Five-Year Financial Summary

LEMBEHRE

Results E4
Revenue N

Profit before income tax A0
Income tax expense BIEZ
Profit for the year KEEHN
Attributable to: FER
Equity holders of the Company A RIEZEA A
Non-controlling interests JERER
Assets and liabilities EERAR
Total assets BEE
Total liabilities BEE
Total equity Sl I

SOFTPOWER INTERNATIONAL LIMITED

2014 2015 2016 2017 2018
—F-F —E-FF —E-RF —ET—+F —E-N\E
HK$'000 HK$000 HK$000 HK$000 HKS'000
FET FET FET FET FET
553,845 611,534 619,203 650,461 538,155
26,091 39,585 57,860 84,174 29,472
(4,362) (5,562) (7,297) (9,386) (4,621)
21,729 34,023 50,563 74,788 24,851
21,729 34,023 50,572 74,945 26,015
< - 9) (157) (1,164)

21,729 34,023 50,563 74,788 24,851
505,577 531,414 598,173 671,953 672,880
(154,500) (146,288) (161,905) (159,911) (131,447)
351,077 385,126 436,268 512,042 541,433

BHEBRERLDH
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