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CAYMAN ISLANDS SHARE REGISTRAR
Conyers Trust Company (Cayman) Limited

Cricket Square, Hutchins Drive

PO Box 2681

Grand Cayman KY1-1111

Cayman lIslands
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Tricor Investor Services Limited
Level 22, Hopewell Centre
183 Queen’s Road East

Hong Kong
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Certified Public Accountants
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Wanchai

Hong Kong

SHARE INFORMATION
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Place of listing Main Board of The Stock Exchange of
Hong Kong Limited
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FINANCIAL HIGHLIGHTS

MBRE

Year Year
ended ended
31 December 31 December
2018 2017
Bz HE
—E-N\F e
+=A=+—-8 +=Z—A=+—H
LFE IEFE
Financial Performance (HK$'000) KRR FHET)
Revenue A 743,414 2,026,599
Gross profit Sl 11,782 188,950
Gross profit margin E | F 1.6% 9.3%
(Loss)/profit attributable to owners [SWNCIEZ PPN )
of the parent (E518),/ % % (703,767) 37,713
31 December 31 December
2018 2017
—E-N\F —E—+F
+=ZA=+—-8 +=-—A=+—8H
Financial Position (HK$'000) MR (FBT)
Cash and cash equivalents RekReEED 26,971 68,623
Goodwill (Note 1) & (P FE1) 297,552 498,343
Intangible assets (Note 1) w|EE (M sE) 88,618 556,230
Total assets BEE 1,307,390 2,509,552
Liability component of AmRESZ
convertible bonds (Note 1) aEo (M 352,411 387,665
Promissory notes (Note 1) AHEE(MEED 512,387 473,918
Total liabilities waff 1,400,349 1,806,938
Net (liabilities)/assets (BE)/EEFE (92,959) 702,614
Current ratio (Note 2) it B Lt & (Fff 552) 1.3 1.1
Gearing ratio (Note 3) B2 2 (M 5E3) N/A 119.5%
Return on equity (Note 4) P& 7N [ R = (Bt 5£4) N/A 5.4%
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Notes: B 5F -

Goodwill and intangible assets were derived from the automotive
engines business while the liability portion of convertible bonds and
promissory notes were issued in prior years.

Current ratio is calculated by dividing current assets by current
liabilities as at the end of the reporting period.

Gearing ratio is calculated by dividing the total of interest-bearing
borrowings, liability component of convertible bonds and promissory
notes less cash and cash equivalent by the total equity as at the
end of the reporting period and multiplied by 100%. The gearing
ratio as at 31 December 2018 is not available because the Group
reported a negative equity attributable to owners of the parent as
at 31 December 2018.

The calculation of return on equity is based on the profit attributable
to owners of the parent during the period divided by the ending
equity attributable to owners of the parent as at the end of the
reporting period and multiplied by 100%. The return on equity for
the year ended 31 December is not available because the Group
reported a negative equity attributable to owners of the parent as
at 31 December 2018.
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Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”)
of Bisu Technology Group International Limited (the “Company”),
| present the annual results of the Company and its subsidiaries
(collectively referred to as the “Group”) for the year ended
31 December 2018.

BUSINESS OVERVIEW

For the year ended 31 December 2018, the Group recorded
a consolidated revenue of approximately HK$743.4 million
(31 December 2017: approximately HK$2,026.6 million). Loss for
the year attributable to owners was approximately HK$703.8
million (31 December 2017: profit of approximately HK$37.7
million). The loss was mainly attributable to: 1) a significant
decline in gross profit to approximately HK$11.8 million for the
year ended 31 December 2018 as compared to that of 2017 of
approximately HK$189.0 million, primarily due to the decline in
revenue of the development, production and sale of automotive
engines (the "Automotive Engines Business”); 2) the impairment
loss of approximately HK$174.9 million and approximately
HK$430.9 million were provided on goodwill and intangible assets
in relation to the acquisition of the Automotive Engines Business
in February 2016; and 3) the allowance for expected credit loss of
approximately HK$125.3 million were recognized during the year
ended 31 December 2018 for the accounts and bills receivables
due from the customers of the Automotive Engines Business.

AUTOMOTIVE ENGINES BUSINESS

In 2018, our customers of the Automotive Engines Business were
encountering unsatisfactory performance and financial difficulties,
which were caused by the reduction of excessive production
capacity policy and the de-leveraging policy in China. These caused
the banks to reduce or withdraw credit facilities which significantly
influenced the capital chain of them. This significantly reduced their
sales orders to us and caused the decrease of sales volume in the
year.

BRR:

AANBRREAEAMBZEBEEBRERAR
(ArrDE=(EFDe(EE8]) M
REEARAREMBAR (FHEIAKE])

BE-T—)\F+-A=+—HLFEN
EFERE-
£ 30}
BE-Z-—\F+-A=+—-AL*F

E - ANEE B LR E WA £743,400,000
Br(CEZ—+tF+ZA=+—H: %
2,026,600,0008 7T) - #EAE A EILHFEE
1849 /4703,800,0008 T (=T —tF+=
A=+4—8: %M %937,700,000/ 7T) ° &
BNEEHRN:NEMNBHZZT-—EFHH
189.0B BB TARBRLZEHEZE-S—/\F
TZA=T—HIEFENDONSEESET
FTERARAELHKER  £EERHEE
TREZRHEEBDRRRLD D% =F
—ANFZARBAIERREBORER
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During the year ended 31 December 2018, the revenue of
the Automotive Engines Business was approximately HK$276.5
million (31 December 2017: approximately HK$1,478.3 million),
represented approximately 37.2% of the total revenue of the
Group. Average monthly production decreased approximately
85.5% from 7,636 units per month for the year ended
31 December 2017 to 1,108 units per month for the year ended

31 December 2018.

Excluding the amortisation of intangible assets amounting to
approximately HK$26.4 million (31 December 2017: approximately
HK$61.8 million), the gross profit margin of the Automotive Engines
Business decreased from approximately 15.8% for the year ended
31 December 2017 to approximately 9.4% for the year ended
31 December 2018.

CIVIL ENGINEERING AND CONSTRUCTION

BUSINESS

As of 31 December 2018, the Group had 13 significant projects
in progress. Three of them were building construction and
maintenance projects while the remaining were civil engineering
construction projects. During the year ended 31 December 2018,
the revenue of Group’s civil engineering works and building
construction and maintenance works were approximately HK$466.9
million, representing a decrease of 14.8% as compared to the
year ended 31 December 2017. The overall gross profit margin of
this segment was 2.6% for the year ended 31 December 2018,
representing a decrease of approximately 0.5%.

OUTLOOK

The customers of the Automotive Engines Business reached
agreement with banks, local government and their shareholders for
funding for resuming normal production. It is expected that the
demand from the customers of the Automotive Engines Business for
low-emission gasoline automobile engines which are the principal
products of the Automotive Engines Business will be improved
in 2019 if there is no further disruption in the production of the
customers of the Automotive Engines Business. However, due to
the market outlook for passenger vehicles and the adjustment
of scale and product mix of the customers of the Automotive
Engines Business, the expected demand from the customers of the
Automotive Engines Business for low-emission gasoline automobile
engines in 2019 will be lower than that in 2017 to a substantial
extent.

8 Bisu Technology Group International Limited Lt 2 &l 5 & B E R B R A 7
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Despite the above, the Automotive Engines Business will remain
a principal activity of the Group in the future. While the Group
expect the adverse operation environment will continue to affect
the Automotive Engines Business in 2019, with the gradual recovery
of the customers of the Automotive Engines Business from the
impact of the deleveraging policy and the strong support from
the Chinese government to the industry, the Group is cautiously
optimistic that the demand of automotive engines will recover and
stabilize in medium term.

In order to strengthen the Group’s competitive edge in a dynamic
environment, the Group will continue to pursue to reinforce the
costs control initiatives to rationalize its operations to enhance
efficiency and optimize costs. In the meantime, the Group will
actively seek for opportunities to develop new product pipelines
and continuously focus on research and development to develop
automotive engines with high quality and advanced features to
enhance market penetration and brand recognition.

On the other hand, although the operating environment of the
construction business is expected to remain tough in the coming
years such as continuously rising wages and cost of construction
materials and shortage of skilled labour, the Board is confident
that the Group would be capable of securing promising business
opportunities given its vast experience in handling a wide variety
of construction works. The Group will continue to adopt a prudent
approach when submitting new tenders. In addition, the Group
will make use of its competitive strengths by continuing to improve
its quality of service and competitiveness to capitalise on the
trend of increasing civil engineering construction works projects in
Hong Kong in the coming years to further strengthen the Group's
business growth.
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APPRECIATION IS it

Finally, on behalf of the Board, | would like to take this &% AAZHEHUHESRKRESSRER
opportunity to express my sincere gratitude and appreciation to BB R 2 E T REH RS K RO H
our management team and staff for their dedication commitment, & & RO SRIZAF T A - IR AP FT
as well as all of our customers, suppliers, shareholders, business BAEF - #HER « RE EEBEHELAE
partners and associates for their support and encouragement to EHUAREBNEHIZHELEE -

the Group.

Lam Wah HiTEF

Executive Director ME

Hong Kong, 28 March 2019 5B —ET-NEF=ZA=Z+N\H
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The following table summarises our significant contracts on
hand for the civil engineering and construction business as at

31 December 2018:

Particulars of the contract

TERBAKRMR -_FT-NF+_A=1+—
FABIATIRENBEERBNEARTHE
B8

Contract sum

RS anem
HK$ million
BEAET
Waterworks KEIR
Water Mains Diversion Works for Subsidised HS#&ILEEHHERSERRTEINBEKE 14
Sale Flats Development at Ma On Shan Road 2§ 3& T 12
Roads and drainage works EBRRREBIRE
Provision of external cable construction works 1R FINEEEZZ LB IEEBRE —
and outside telecommunications plant (Note 1)
maintenance services (Bt 7% 1)
Provision of Barrier-free Access Facilities for RERBEVRERERERBESRE — 203
Highway Structures — Phase 3 Contract 8 FEZHMEN\MBEH
Provision of Barrier-free Access Facilities for RERBEVRERERERBESRE — 173
Highway Structures — Phase 3 Contract 9 E=HENMDEK (Note 2)
(B 5E2)
Utilities civil engineering works NARBEIARIRE
Term contract for provision of civil engineering 32 {ft & =l 49 4% & 10 B8 3% e 2 —
works for the telecommunication networks TARIEEHELD (Note 1)
and associated facilities (B 5E1)
Provision of integrated field works for field 2 #NTCER {3 47 & 48 4% BUER AR 1% —
services in NTC region (Note 1)
(PR 1)
Provision of Integrated Field Works for Field 7 KLA&KLB & 32 47 & 48 4% BU &% AR 75 —
Services in KLA & KLB regions (Note 1)
(M 3E1)

L N
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- EATHEANBE

Particulars of the contract

Contract sum

EHFERE EHNEE
HK$ million
BEAET
Construction and Maintenance of Trenching/ &/ * BEHIM « F Y & XTI ] BE & HY —
Cable Laying and Contractual Works in the B BEBENEERRER (Note 1)
Areas of Hong Kong, Ap Lei Chau, Lamma  &#) T2 (B 5E1)
Island and any Outlying Island
Utilities Civil Engineering Works PARBEKRIRE
Provision of Works for Integrated Blockwiring A#irEEFHEERZMIEH TR —
Infrastructure (Note 1)
(Mt E)
Improvement Works for Elevated Cable Trough F/KEHEESREE R NZ TR 6
at Mills and Chung Path, Deep Water Bay
Building construction and maintenance BEFEENREIR
works
New Entrances and Associated Modification — = FHufi B L aE A0 T2 80
Works in Tsuen Wan West
District Term Contract for Maintenance, AN - k@ - ﬁﬁlﬁ&ﬁﬁlﬁ%% C & —
Improvement and Vacant Flat Refurbishment for N ZEBEBUBMAIEMNSETHELG) (Note 1)
Tai Po, North, Shatin and Sai Kung Region (4) —‘t/_f—ﬂif; (B 5E1)
2017/2019
Advance Civil Engineering Works for Public —NEFEZZT-NFEIMREFESR 18

Housing Development Projects Batch 9
(2018-2019)

Note 1: No contract sum provided in the contracts due to the nature of
the relevant contracts.
Note 2: Project with a contract sum of HK$340 million being undertaken

by EXCEL-LANON Joint Venture, an unincorporated company in
which 51% interest is attributable to the Group.

)?%IEEHI HtAKRIIR
MEE1: EREEAL
E

Mir2: &% ©%%R340,000,0008C 2B H B
WIEEEONARAER — 2 HEELEDR

B E51%%ﬁnm$%ﬁﬁ °
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BUSINESS REVIEW AND FINANCIAL REVIEW
During the year under review, the Group has engaged in two
business segments, which are (i) Automotive Engines Business;
and (i) Civil engineering works and building construction and
maintenance works (the “Civil Engineering and Construction
Business”).

For the year ended 31 December 2018, the Group recorded a
consolidated revenue amounted to approximately HK$743.4 million
as compared to that of 2017 of approximately HK$2,026.6 million,
representing approximately HK$1,283.2 million or 63.3% decrease
in revenue; the loss for the year attributable to owners amounted
to approximately HK$703.8 million whereas the profit for the year
attributable to owners of the Company of 2017 amounted to
approximately HK$37.7 million. The loss was mainly attributable to
the following factors:

1) the gross profit was recorded a significant decline
to approximately HK$11.8 million for the year ended
31 December 2018 as compared to that of 2017 of
approximately HK$189.0 million, which was due to a
decline in revenue primarily due to the reduction of sales
in the Automotive Engines Business from approximately
HK$1,478.3 million for the year ended 31 December 2017 to
approximately HK$276.5 million for the same period in 2018.
Such decline was primarily attributable to a decline of China’s
overall automobiles and sport utility vehicle (“SUV") markets,
as well as the financial difficulties encountered by the vehicle
and vehicle parts manufacturing customers of the Group (the
“Automotive Engines Business Customers”) in 2018, which
caused the sales orders from them decrease significantly;

2)  the impairment losses of approximately HK$174.9 million
and approximately HK$430.9 million were provided on
goodwill and intangible assets in relation to the acquisition
of the Automotive Engines Business in February 2016. Such
impairment losses were primarily attributable to the fact that
the financial performance of Automotive Engines Business
was less than expected for the year ended 31 December
2018 as abovementioned; and

R R & M R E

FEA AEBEREREEBES B - DO
TERDRER RMNTATRERTR
ENRETR(EATRRZEER) -

HE-_Z—\F+-_A=+—BILEE "
RNEE SR E U A KI743,400,00078 7T
¥ =T —+F1#492,026,600,000/%5 7T
U AR 4> #91,283,200,0005% 7T 563.3%
B A 1L F E B 18 7 £9703,800,000%
L MARAHEEABREFERMNNA
37,700,000 T - BEEEZHN U THE
=

1) e Z=F — + F # 4189,000,000
BT BHEZZTE-N\F+ZA=+
—BILEFENENKRE FTEEL
11,800,000/ 7T + 1k Jh B3 A 42 AR
PO FEREARBAEEHREBLD
HERBEE-_T—tF+A=1—
B It F € 1 £91,478,300,00078 7T &
2= — )\ 5 [A B 89 49276,500,000
BT o ZRBEEARTEHERS
BREHEZHAEE(EHEZH
BREB|)MSHER MEALEERSE
RAEHMRETP([MEEK
¥BES VR N\EBIHER
#OBEHEETEREBRLD ©

2) ERR-E—R"E_AKBAEEH
BEBTIREERENEERBEESE
#9174,900,0007% 7T & #9430,900,000
B ZRMEBEEXZEHRI EX
Frt - BE=ZZT—N\F+=ZA=+—
HIEFEABRHREBHYB X
WARTEH &
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BUSINESS REVIEW AND FINANCIAL REVIEW

(Continued)

3) the allowance for expected credit loss of approximately
HK$125.3 million were recognized during the year ended
31 December 2018 for the accounts and bills receivables
due from the Automotive Engines Business Customers as
there has been a significant increase in credit risk of these
receivables due to the financial difficulties encountered by
the Automotive Engines Business Customers and therefore a
loss allowance was provided for credit losses expected over
the remaining life of the exposure.

Gross profit decreased to approximately HK$11.8 million
(31 December 2017: approximately HK$189.0 million) with the
gross profit ratio at approximately 1.6%. The decrease in gross
profit ratio was the result of decline in sales orders of the
Automotive Engines Business which affected the economy of scale.

Basic and diluted loss per share for the year ended 31 December
2018 were approximately HK$351.9 cents (31 December 2017:
basic and diluted profit per share of approximately HK$18.9 cents
and HK$16.6 cents).

Automotive Engines Business

Looking back at the year of 2018, following the slowing growth
trend in 2017, the domestic automobile sales market further
worsened and showed a negative growth which is the first time
since 1990. According to the annual production and sales figures
released by the China Association of Automobile Manufacturers
(CAAM), the production and sales of passenger vehicles
reached 2,352.9 million units and 2,371.0 million units in 2018,
respectively, representing a year-on-year decrease of 5.2% and
4.1% respectively. In the meantime, the growth rate of sports
utility vehicles (SUV), the major car type utilizing our automotive
engines, which was the main driver for passenger vehicle sales
growth in the past, also turned negative. In 2018, the sales of SUV
decreased by 2.5% year-in-year compared with a positive growth
of 13.3% in 2017. Despite that, SUV accounted for 42.2% of all
passenger car sales in 2018 compared with 41% in the previous
year, representing SUV was still outperforming other car types such
as sedans.
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Management Discussion and Analysis

BUSINESS REVIEW AND FINANCIAL REVIEW
(Continued)

Automotive Engines Business (Continued)

In 2018, our Automotive Engines Business Customers were
encountering unsatisfactory performance and financial difficulties,
which were caused by the reduction of excessive production
capacity policy and the de-leveraging policy in China. These caused
the banks to reduce or withdraw credit facilities which significantly
influenced the capital chain of them. This significantly reduced their
sales orders to us and caused the decrease of sales volume in the
year.

During the year ended 31 December 2018, the revenue of
the Automotive Engines Business was approximately HK$276.5
million (31 December 2017: approximately HK$1,478.3 million),
represented approximately 37.2% of the total revenue of the
Group. Average monthly production decreased approximately
85.5% from 7,636 units per month for the year ended
31 December 2017 to 1,108 units per month for the year ended
31 December 2018.

Excluding the amortisation of intangible assets amounting to
approximately HK$26.4 million (31 December 2017: approximately
HK$61.8 million), the gross profit margin of the Automotive Engines
Business decreased from approximately 15.8% for the year ended
31 December 2017 to approximately 9.4% for the year ended
31 December 2018.

Civil Engineering and Construction Business

All of the Group’s contracts undertaken for both civil and building
construction business were for customers which are independent
third parties including certain departments of the Government of
Hong Kong, public utilities companies and private organizations in
Hong Kong.

During the year ended 31 December 2018, the revenue of Group's
civil engineering works and building construction and maintenance
works were approximately HK$466.9 million (31 December 2017:
approximately HK$548.3 million).
included in the turnover was: (i) revenue from civil engineering
works of approximately HK$389.8 million (31 December 2017:
approximately HK$455.8 million); and (ii) revenue from building
construction and maintenance works of approximately HK$77.1
million (31 December 2017: approximately HK$92.5 million).

For the year under review,
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BUSINESS REVIEW AND FINANCIAL REVIEW
(Continued)

Civil Engineering and Construction Business (Continued)
The overall gross profit margin of this segment was 2.6% for the
year ended 31 December 2018 (31 December 2017: 3.1%). As
of 31 December 2018, the Group had 13 significant projects in
progress. Three of them were building construction and maintenance
projects while the remaining were civil engineering construction
projects.

As of 31 December 2018, the total contract sum and the
total outstanding values of the Group’s substantial projects in
progress were approximately HK$494 million and HK$311 million
respectively.

During the year ended 31 December 2018, the Group was awarded
with the following new substantial contracts:

° Water Mains Diversion Works for Subsidised Sale Flats
Development at Ma On Shan Road

o Provision of Works for Integrated Blockwiring Infrastructure
o Improvement Works for Elevated Cable Trough at Mills and
Chung Path, Deep Water Bay

o Advance Civil Engineering Works for
Development Projects Batch 9 (2018-2019)

Public Housing

PROSPECT

The China Association of Automobile Manufacturers (CAAM)
believes that the current slow growth of automobiles is a result
of the overdraft of consumption in the past, and it could take
about three years for the market to recover. The prospects for
the development of the automobile industry in the medium and
long term are still conservatively optimistic. The market in general
estimate that the annual sales volume of passenger vehicles in 2019
will be close to that in 2018.
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Management Discussion and Analysis

PROSPECT (Continued)

On the other hand, after suffering from the first negative growth
in automobile sales market in 2018, the Government of People’s
Republic of China (the “PRC") introduces a series of policy to
promote car consumption in 2019. According to the joint issuance
of the “Implementation Plan for Further Optimizing Supply and
Promoting Stable Growth of Consumption to Promote a Strong
Domestic Market (2019)" ((E—HELHGHEBBEETFIRERRE
HER AR KA ISRE S 2 (20194F)) ) by ten PRC authorities
including National Development and Reform Commission, the
Ministry of Industry and Information Technology, and the Ministry
of Commerce on January 28, 2019, six initiatives are formulated to
promote automobile consumption. Among these six initiatives, the
Group expects the initiatives of orderly promotion of replacement
of old vehicles, promotion of vehicle renewal in rural areas, and
optimization of vehicle restriction measures in local government
would have positive impact on our Automotive Engines Business.

Meanwhile, in order to solve their financial difficulties, the
Automotive Engines Business Customers had been in negotiations
with the banks, the local government and their shareholders to
request for funding for resuming normal production. A five-party
agreement was signed by our largest car manufacturing customer
with, among others, the local government and their shareholders
pursuant to which a new company shall be established as a
platform for procurement and new funding shall be provided to the
new procurement platform to support the resumption of normal
production for both Automotive Engines Business Customers.
With the arrival of funding, the production of the Automotive
Engines Business Customers was resumed on 20 December 2018.
Full resumption of production is expected when the Automotive
Engines Business Customers complete the negotiation of the
resumption arrangement with all suppliers along the supply chain,
which is expected to take place in the first half of 2019.

It is expected that the demand from the Automotive Engines
Business Customers for low-emission gasoline automobile engines
which are the principal products of the Automotive Engines
Business will be improved in 2019 if there is no further disruption
in the production of the Automotive Engines Business Customers.
However, due to the market outlook for passenger vehicles and the
adjustment of scale and product mix of the Automotive Engines
Business Customers, the expected demand from the Automotive
Engines Business Customers for low-emission gasoline automobile
engines in 2019 will be lower than that in 2017 to a substantial
extent.

BEEFNWE DN

Al = (&)

H—E - REMSER T —/\F B R
XBRENE  REARKXME(HE])
BRsIAZERE  #BH _FT-NFHNA
BEHE - RBETETERAHM(BEE
RERNHUEEZESG TEMEFEE/IIR
BEME_T-AF-A-T/\BHXF
BHNCGE— T BERGHEIEETRE
Rz £ R AB ™5/ E 7 &= (2019
F)) DRBIFTRNBRERESTERE -
ERBEEET  BrREEE8REHRERE
oRERMNTEERERRCMEL T
BN#SHEERE S H TEEPHRE
BEREEFZE -

BRI ATEREENMREEE 7
BERPREBEPL —BEHRIT B
FFR BB R EER - BRE S ARE—RE
EomANAERERFCE(ETBRE)
EHBUANRERREZLS HE - BRI
RABEXLERFBEIFERERHFTE
ETHRBYE  IEMBTEEHHEE
BEPME—REE - BRERE  RE
BPREBEPNEER T \F+=
AZ+THRE BHETERIRERE
Pkt ErefEmErkE
2 AEREEREFEHR-_FT AN
FLEFF) -

TR EEELE— PG
BEHAIEERSRERTPH RS URA
HERHR(RAEERIRXBENEIEER)
MBLER_F—NEEM - A - ER
KRENMSASRLAERPREBEETP
ABRREREMES  —T-NFREHR
BREBEPHESBTHTEZD K
MEKREHERBEBER-_FT—LF -

Annual Report 2018 — & — )\ &£ £ #f 17



M )

e

—

¥

BEEENWE DN

PROSPECT (Continued)

Despite the above, the Automotive Engines Business will remain
a principal activity of the Group in the future. While the Group
expect the adverse operation environment will continue to affect
the Automotive Engines Business in 2019, with the gradual recovery
of the Automotive Engines Business Customers from the impact of
the deleveraging policy and the strong support from the Chinese
government to the industry, the Group is cautiously optimistic that
the demand of automotive engines will recover and stabilize in
medium term.

In order to strengthen the Group’s competitive edge in a dynamic
environment, the Group will continue to pursue to reinforce the
costs control initiatives to rationalize its operations to enhance
efficiency and optimize costs. In the meantime, the Group will
actively seek for opportunities to develop new product pipelines
and continuously focus on research and development to develop
automotive engines with high quality and advanced features to
enhance market penetration and brand recognition.

On the other hand, although the operating environment of the
construction business is expected to remain tough in the coming years
such as continuously rising wages and cost of construction materials
and shortage of skilled labour, the Board is confident that the Group
would be capable of securing promising business opportunities
given its vast experience in handling a wide variety of construction
works. The Group will continue to adopt a prudent approach when
submitting new tenders. In addition, the Group will make use of its
competitive strengths by continuing to improve its quality of service
and competitiveness to capitalise on the trend of increasing civil
engineering construction works projects in Hong Kong in the coming
years to further strengthen the Group’s business growth.

Looking ahead, the Directors are cautious about the prospect of the
Group’s operation and business in 2019 and will continue to pursue
costs control initiatives in both business segments. Meanwhile,
the Group shall also look for opportunities which can reinforce
the current business segments in the Group or provide sound
diversification prospects, with an aim to improve our performance
and maximize the interest of our shareholders.
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DIVIDEND
The Board does not recommend payment of any final dividend for
the year ended 31 December 2018 (31 December 2017: Nil).

CAPITAL STRUCTURE, FINANCIAL RESOURCES,

LIQUIDITY AND GEARING

As at 31 December 2018, the Group had cash and cash equivalents
of approximately HK$27.0 million, representing a decrease of
approximately 60.7% from approximately HK$68.6 million as at
31 December 2017. The decrease was mainly attributable to the
combined effect of (i) net cash flows generated from financing
activities in respect of the Group's interest-bearing bank and other
borrowings; and (ii) net cash outflow from operating activities in
respect of the Group’s business. The Group had not pledged any
bank deposits for the bank loans.

The Group's cash and cash equivalents were denominated in HK$
and RMB.

As at 31 December 2018, the total assets were approximately
HK$1,307.4 million, representing a decrease of approximately
47.9% from approximately HK$2,509.6 million as at 31 December
2017. The significant decrease was mainly due to i) the decrease in
accounts and bills receivables, gross amount due from customers
for contract work and contract assets in aggregate of approximately
HK$544.9 million as a result of the decrease of the revenue of
the Automotive Engines Business and the expected credit loss
of approximately HK$125.3 million made on the account and
bills receivables of the Automotive Engines Business; and ii) the
impairment of goodwill and intangible assets of approximately
HK$174.9 million and approximately HK$430.9 million made in
2018.

As at 31 December 2018, the total liabilities were approximately
HK$1,400.3 million, representing an decrease of approximately
22.5% from approximately HK$1,806.9 million as at 31 December
2017. The decrease was mainly due to the decrease in accounts
payable by approximately HK$328.9 million because of the decrease
in purchase of raw materials of Automotive Engines Business.
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CAPITAL STRUCTURE, FINANCIAL RESOURCES,
LIQUIDITY AND GEARING (Continued)

The maturity date of the convertible bonds was extended for 2
years from 4 February 2018 to 4 February 2020 with non-interest
bearing and its carrying amount as at 31 December 2018 was
approximately HK$728.0 million (31 December 2017: approximately
HK$778.4 million) in which approximately HK$375.6 million was
recognised as equity and approximately HK$352.4 million was
recognised as non-current liabilities as at 31 December 2018. The
promissory notes are interest-bearing of 10.0% per annum the
interest rate of the promissory notes shall be 8.0% per annum for
the extension period from 5 February 2018 to 4 February 2020
and all accrued and outstanding interest under the promissory
notes shall be repaid on the extended maturity date of 4 February
2020; and its carrying amount as at 31 December 2018 was
approximately HK$512.4 million (31 December 2017: approximately
HK$473.9 million). Interest-bearing bank and other borrowings
of the Group comprised (1) other loans from independent third
parties of HK$57.5 million (31 December 2017: HK$42.5 million)
with the contractual interest of 5.0% to 12.0% per annum; and (2)
bank loans of HK$12.8 million (31 December 2017: HK$3.9 million)
with an interest rate of the Hong Kong Inter-Bank Offered Rate
("HIBOR") plus 2.5% per annum; of which a corporate guarantee
was given by the Company on the bank loans. They are repayable
within 1 to 3 year.

As at 31 December 2018, the Group had banking facilities of
HK$52.8 million (31 December 2017: HK$34.0 million) which
HK$25.0 million was not utilised and was secured by corporate
guarantees.

20 Bisu Technology Group International Limited Lt 2 &l 5 & B E R B R A 7

BB MBER RBESTR
BERLE R (E)
AMEEFZ AR T \F AN

ELE&WEI_?_vi AME - A&
TiB HER-—ZE—N\F+=-A=+—H
2 BRI E 4 4728,000,0008 T (—Z T —+
F+-H=+—H:4%778,400,000%T)
H149375,600,0008 LR AIEERS KR
—ZT—)\F+=A=+—H#I352,400,000
BILHERARBAE - &K RN E
*‘h‘?ia‘u%o 0% &1 B + 5 & HA #5 FE (AP
—N\F-_ARRE-_Z-_ZTF_AMN
)ﬁ‘Hz:zflJWo%aJr5 KB, ZF
BERFAMRENBEBRETEHE D
AR ZZ-_ZEF_AWBA)EE MER
ZE-)\FF+ZA=T—BZEEBELNHA
512,400,000 (=2 —tF+ A=+
— B : #J473,900,000/8 7T) - A& E & E
RITREMERBENOKREBLE=H
2 E fth B 757,500,000/8 L (— T — 4
+=—HA=+—H":42,500,000&7T) " &4
FRENF50%E12.0%: MQ)IEBITERK
12,800,000 T (ZE—+F+_-_A=+—
H:3,900,0008 7T)  BFZBEHBRTHE
%3 5 ([HIBOR)) hn2.5% & F 8 - AA

_FJEE%E?T%?MET ﬁ%?ﬁ% ZE AN
/,\75/\ iwt@ =
RZZE-N\F+A=+—H Xx&EAEAF

$R1TEEE 52,800,000 L (=ZE—+tF+=
A =-+—H :34,000,000/& 7T) ' 2 ¥ HA
#125,000,0007% 7T 181 oK B A I B 10 3 AR
YEL I o



CAPITAL STRUCTURE, FINANCIAL RESOURCES,
LIQUIDITY AND GEARING (Continued)

As at 31 December 2018, the net current assets were
approximately HK$130.7 million, representing a decrease of
approximately 23.7% from approximately HK$171.3 million as at
31 December 2017. The decrease in net current assets was primarily
attributable to i) the decrease in revenue of Automotive Engines
Business reduced the amount of accounts and bills receivables;
ii) an expected credit loss of approximately HK$125.3 million was
recognized on the accounts and bills receivables of the Automotive
Engines Business in 2018; and iii) the Group negotiated with
the Automotive Engines Business Customers on the repayment
of the outstanding accounts and bills receivables amounted to
approximately HK$592.6 million and the Automotive Engines
Business Customers have undertaken to repay such outstanding
accounts and bills receivables by 12 monthly
commencing from July 2019. As a consequences, accounts and
bills receivables amounted to approximately HK$256.4 million was
reclassified to non-current assets as they are expected to be repaid
more than one year from 31 December 2018.

instalments

Current ratio of the Group was maintained at a healthy level at
approximately 1.3 as at 31 December 2018 (31 December 2017:
approximately 1.1). Current ratio is calculated by dividing current
assets by current liabilities.

Gearing ratio is calculated based on the amount of net cash and
bank balances (interest-bearing borrowings, liability component of
the convertible bonds and promissory notes less cash and cash
equivalent) divided by the total equity. The gearing ratio as at
31 December 2018 is not available because the Group reported
a negative equity attributable to owners of the parent as at
31 December 2018 (31 December 2017: approximately 119.5%).
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CONVERTIBLE BONDS

On 4 February 2016, the Company issued zero coupon convertible
bonds with an aggregate principal amount of HK$390.0 million to
Power Expert Global Limited (“Power Expert”, or the “Vendor”)
as part of the consideration for the acquisition of 100% equity
interest in Well Surplus Enterprises Limited and its subsidiaries in
October 2015. The maturity date of the convertible bonds is on the
second anniversary of the date of issuance (i.e. 4 February 2018).
Pursuant to the third supplemental sale and purchase agreement
(the “3rd Engines SPA") dated 31 December 2017, the maturity
date of the convertible bond was extended for 2 years from
4 February 2018 to 4 February 2020. The convertible bonds bear
no interest on the principal amount. No security or guarantee is
granted in respect of the convertible bonds. The convertible bonds
can be converted into 195,000,000 ordinary shares in the Company
at the initial conversion price of HK$2.00 per conversion share
(subject to adjustment pursuant to the terms of the convertible
bonds). The Company may at any time before the maturity date
by written notice redeem the convertible bonds at 100% of the
principal amount. Any amount of the convertible bonds which
is redeemed by the Company will forthwith be cancelled. At
31 December 2018 and 31 December 2017, no convertible bonds
were converted and the outstanding principal amount of the
convertible bonds was HK$390 million.
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CONVERTIBLE BONDS (Continued)

As at 31 December 2017, the convertible bonds with an aggregate
principal amount of HK$390.0 million were deposited with an
escrow agent in favour of the Company as security for the 1st
Guaranteed Profit (i.e. HK$170.0 million for the year ended
28 February 2017) and the 2nd Guaranteed Profit (i.e. HK$230.0
million for the year ended 28 February 2018). The convertible
bonds in the principal amounts of approximately HK$165.8 million
and HK$224.3 million shall be released to Power Expert if the
audited consolidated profits after tax of the Automotive Engines
Group for the two years ended 28 February 2017 and 2018 are
equal to or more than the 1st Guaranteed Profit and the 2nd
Guaranteed Profit, respectively, after the issue of the auditors’
certificate for each period. On 13 March 2018, the Company has
executed the extension of the maturity date of the convertible
bonds for 2 years from 4 February 2018 to 4 February 2020.
Further details of the CB Extension are set out in the Company's
announcement dated 31 December 2017 and the Company's
circular dated 20 March 2018. As a result the liability and equity
component was extinguished by approximately HK$65.6 million and
HK$15.1 million respectively based on revaluation upon maturity.
On the other hand, the carrying amount has been charged
with imputed interest, the outstanding principal amount of the
convertible bonds remained approximately HK$390 million for years
with the maturity date due on 4 February 2020.

With reference to the auditors’ certificates, the total actual profit
was approximately HK$449.1 million, which is more than the Total
Guaranteed Profit. As such, all the convertible bonds deposited
with the escrow agent have been released to the Vendor on
6 August 2018.

CONTINGENT LIABILITIES
Detail of the Group’s contingent liabilities are set out in note 35
to the financial results.
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FOREIGN CURRENCY RISK

Most of the Group's assets and liabilities are denominated in HK$
and RMB, which are the functional currencies of respective group
companies. The Group has not entered into any instruments on
the foreign exchange exposure. The Group will closely monitor
exchange rate movement and will take appropriate activities to
reduce the exchange risk.

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2018, the Group had approximately 611
employees (31 December 2017: 896) in Hong Kong and the PRC.
The Group’s remuneration policy is reviewed periodically and
determined by reference to market terms, company performance,
and individual qualifications and performance. Other staff benefits
include bonuses awarded on a discretionary basis,
provident fund scheme for Hong Kong employees, state-sponsored
retirement plans for the PRC employees.

mandatory

CHANGE OF DIRECTORS AND COMMITTEE
MEMBERS

With effect from the conclusion of annual general meeting held
on 12 June 2018, Mr. Lo Kin Ching Joseph has retired as an
executive Director, the chairman of the Board and the chairman
of the nomination committee of the Company (the “Nomination
Committee”) as he intends to devote more time to other business
and pursuits of personal and community interests. Mr. Chan Kai
Wing has been appointed as the chairman of the Nomination
Committee with effect from 12 June 2018.

With effect from 12 November 2018, Mr. Lam Wah has been
appointed as an executive Director.
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CHANGE OF DIRECTORS AND COMMITTEE

MEMBERS (Continued)

With effect from 28 November 2018, Ms. Chu Yin Yin Georgiana
has resigned as an independent non-executive Director and a
member of each of the audit committee (the “Audit Committee”),
remuneration committee (the “Remuneration Committee”) of the
Company and Nomination Committee. Mr. Leung Tsz Wing has
been appointed as an independent non-executive Director and a
member of each of the Audit Committee, Remuneration Committee
and Nomination Committee. Mr. Wong Hin Shek has re-designated
from an executive Director to a non-executive Director and has
resigned as the chief executive officer of the Company and a
member of the Nomination Committee.

With effect from 28 February 2019, Mr. Chan Kai Wing has
resigned as an independent non-executive Director and the
chairman of each of the Audit Committee and the Nomination
Committee and a member of the Remuneration Committee.
Mr. Zhang Guozhi has been appointed as an independent non-
executive Director and the chairman of the Nomination Committee
and a member of each of the Audit Committee and the
Remuneration Committee. Mr. Leung Tsz Wing has been appointed
as the chairman of the Audit Committee.

CHANGE OF AUDITOR

Ernst & Young (“EY”) resigned as auditor of the Company with
effect from 14 December 2018, as the Company could not
reach a consensus with EY on the audit fee for the year ended
31 December 2018.

With the recommendation of the audit committee of the Company,
Zenith CPA Limited has been appointed as the auditor of the
Company with effect from 14 December 2018 to fill the casual
vacancy following the resignation of EY as the auditor of the
Company, and to hold office until the conclusion of the next annual
general meeting of the Company.

NO MATERIAL CHANGE

Save as disclosed above, there has been no material change in
the Group’s financial position or business since the publication
of the latest annual report of the Company for the year ended
31 December 2017.
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DIRECTORS

Executive Directors

Mr. Lam Wah, aged 42, was appointed as an executive Director
on 12 November 2018. Mr. Lam graduated from The Chinese
University of Hong Kong with Bachelor of Business Administration
— Professional Accountancy in 1999. He is also a member of the
Hong Kong Institute of Certified Public Accountants and the fellow
member of The Association of Chartered Certified Accountants.

Mr. Lam was the senior vice president of Strategic Investment of
Imperial Pacific International Holdings Limited (stock code: 1076),
a company listed on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) from 2015 to 2019.
He was the vice president of Simsen International Corporation
Limited (now known as Huarong International Financial Holdings
Limited) (stock code: 993) from 2013 to 2015, a company listed
on the Main Board of the Stock Exchange. He was the vice
president of the Strategic Planning of Management Office of DBS
Bank Ltd. from 2012 to 2013 and the vice president of Private
Equity of DBS Bank Ltd. from 2007 to 2012. He was employed
as the financial controller of Dickson Industrial Co., Ltd. from
2006 to 2007. He served as the finance manager of South China
Printing Co. Ltd. from 2003 to 2006. He was an audit senior
of PriceWaterhouseCoopers and Arthur Andersen from 1999 to
2003.

Mr. Xing Bin, aged 30, was appointed as an executive Director on
11 September 2015. Mr. Xing holds a Bachelor's Degree of Business
Administration in Accounting from Peking University. Mr. Xing has
over 7 years of solid experiences in the field of finance from his
past work experiences.
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DIRECTORS (Continued)

Non-executive Director

Mr. Wong Hin Shek, aged 49, was re-designated from an
executive Director to a non-executive Director on 28 November
2018. Besides having over 24 years of experience in the investment
banking industry, Mr. Wong has been involved in the management,
business development and strategic investment of listed companies
in Hong Kong, having operations in environmental protection,
hotel, and manufacturing industries. Mr. Wong holds a Master of
Science (Financial Management) degree from University of London
in the United Kingdom and a Bachelor of Commerce degree from
the University of Toronto in Canada. Mr. Wong is also a responsible
officer of Veda Capital Limited, a licensed corporation which carries
out Type 6 (advising on corporate finance) regulated activity under
the Securities and Futures Ordinance (the “SFO"). He is currently
the chairman and an executive director of DeTai New Energy Group
Limited (stock code: 559) and a non-executive director of Sino Golf
Holdings Limited (stock code: 361). The shares of these companies
are listed on the Main Board of the Stock Exchange. Mr. Wong
was an executive director of GET Holdings Limited (stock code:
8100) from September 2017 to April 2019, whose shares are listed
on the GEM of the Stock Exchange. Mr. Wong was an executive
Director, the chief executive officer and the nomination committee
of the Company from July 2015 to November 2018, March 2017 to
November 2018 and August 2015 to November 2018 respectively.
He was an executive director of Dongwu Cement International
Limited (stock code: 695) from November 2016 to August 2017.
The shares of these companies are listed on the Main Board of
the Stock Exchange.
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DIRECTORS (Continued)

Independent Non-executive Directors

Mr. Yip Tai Him, aged 48, was appointed as an independent non-
executive Director on 20 July 2015. Mr. Yip is also the chairman
of the remuneration committee of the Company, a member of
each of the audit committee and the nomination committee of the
Company. He has been a practising accountant in Hong Kong since
1999. Mr. Yip is a fellow member of the Association of Chartered
Certified Accountants in the United Kingdom and the Institute of
Chartered Accountants in England and Wales. He has over 20 years
of experience in accounting, auditing and financial management.
Mr. Yip is currently an independent non-executive director of each
of Shentong Robot Education Group Company Limited (stock code:
8206), GCL-Poly Energy Holdings Limited (stock code: 3800) and
Redco Properties Group Limited (stock code: 1622). The shares of
these companies are listed on the Main Board or the GEM of the
Stock Exchange. Mr. Yip was an independent non-executive director
of each of Vinco Financial Group Limited (stock code: 8340) from
May 2008 to August 2016, New Wisdom Holding Company Limited
(previously known as Epicurean and Company, Limited) (stock code:
8213) from November 2016 to March 2018 and Sino Golf Holdings
Limited (stock code: 361) from August 2015 to November 2018. The
shares of these companies are listed on the Main Board or the GEM
of the Stock Exchange.
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Biographical Details of Directors and Senior Management

DIRECTORS (Continued)

Independent Non-executive Directors (Continued)

Mr. Leung Tsz Wing, aged 35, was appointed as an independent
non-executive Director on 28 November 2018. Mr. Leung is also
a chairman of the audit committee of the Company, a member
of each of the remuneration committee and the nomination
committee of the Company. Mr. Leung is currently the Managing
Partner of Avantfaire Investment Management Limited, a licensed
corporation authorised by the Securities and Futures Commission
(the “SFC") conducting regulated activities of advising on securities
and asset management in Hong Kong. Mr. Leung started his
career at Deloitte Touche Tohmatsu and he has also been taking
up the senior positions in various SFC licensed corporations, listed
companies, family office and private equity fund. He has over 13
years of experience in direct investment, private equity, fund raising
and financial reporting.

Mr. Leung obtained a Bachelor of Business Administration
(Accounting & Finance) from the Hong Kong University of Science
and Technology. He is a member of the Hong Kong Institute of
Certified Public Accountants since 2009 and a fellow member since
2016. He also holds Chartered Financial Analyst (CFA) designation.

Mr. Zhang Guozhi, aged 53, was appointed as an independent
non-executive Director on 28 February 2019. Mr. Zhang is also a
chairman of the nomination committee of the Company, a member
of each of the audit committee and the remuneration committee
of the Company. Mr. Zhang graduated from Renmin University of
China and obtained a bachelor’'s degree in law in 1991. Mr. Zhang
served as a legal consultant in Ping An Insurance (Group) Company
of China, Ltd. He also served as a manager in Deloitte & Touche
Corporate Finance Limited. He was also a partner of Guangdong
Jiangshanhong Law Firm* (B&5)LILZREBMEHEAT). He is currently
a senior partner of Dentons Law Offices, LLP* (K kAl £ %
F). Mr. Zhang specializes in overseas listing of enterprises, foreign
investment, mergers and acquisitions.

*  For identification purpose only
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SENIOR MANAGEMENT

Mr. Lai Kon Ting, aged 39, is the Contracts Manager of our
Group, responsible for implementation of works and the overall
management of contracts. Mr. Lai obtained a Bachelor Degree in
Civil and Structural Engineering in November 2001 from the Hong
Kong University of Science and Technology and Degree of Master
of Science in Engineering (Infrastructure Project Management) from
The University of Hong Kong in November 2014. He is a Chartered
Engineer of Engineering Council, United Kingdom and a corporate
member of the Institution of Civil Engineers and the HKIE as well
as a Registered Professional Engineer (Civil). He has over 10 years of
experience in the construction of roads and utilities works, landslip
prevention, waterworks and building works. He is also a Tutor for
Excel in the HKIE Engineering Graduate Training (Scheme A) for
graduate engineers.

Mr. Wong Kin Sang, aged 39, is the Project Manager of our
Group, responsible for all activities on site to ensure the efficient
running of a project and effective use of resources. Mr. Wong
obtained a Bachelor Degree in Civil and Structural Engineering in
November 2002 from the Hong Kong University of Science and
Technology. He is a corporate member of the HKIE. He has over
10 years of experience in the construction of waterworks, roads
and utilities works, landslip prevention and building works. He is
also a Tutor for Excel in the HKIE Engineering Graduate Training
(Scheme A) for graduate engineers.

Mr. Wong Kin Yan, aged 49, is the Environmental and Quality
Manager of our Group,
and maintenance of our Group's environmental and quality
management systems. Mr. Wong obtained a Bachelor Degree
in Applied Science in December 1994 from Hong Kong Baptist
University. He is a Chartered Environmentalist and a corporate
member of the Society of Environmental Engineers. He has over 15
years of experience in the environmental and quality management

responsible for the implementation

in the construction field. He is the Management Representative
of Excel’s ISO 9001 Quality Management System and ISO 14001
Environmental Management System.
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CORPORATE GOVERNANCE PRACTICES

The Group is committed to maintaining high standards of corporate
governance to safeguard the interests of shareholders of the
Company (the “Shareholders”) and to enhance corporate value
and accountability. The Company has adopted the Corporate
Governance Code (the “CG Code”) contained in Appendix 14 to
the Rules Governing the Listing of Securities (the “Listing Rules”)
on the Stock Exchange since 11 December 2013, the date on which
dealings in its shares (the “Shares”) first commence on the Stock
Exchange.

For the year ended 31 December 2018, the Company has complied
with the code provisions set out in the CG Code with the following
exception:

Code provision A.2.1 of the CG Code requires that the roles of
the chairman and the chief executive officer should be separate
and should not be performed by the same individual. Following
the retirement of Mr. Lo Kin Ching Joseph as the chairman of
the Company after the conclusion of the annual general meeting
of the Company held on 12 June 2018 and Mr. Wong Hin Shek
as the chief executive officer of the Company on 28 November
2018, the Company has not appointed the chairman and chief
executive officer since then, and the roles and functions of the
chairman and chief executive officer have been performed by all
the executive Directors collectively. The Company is looking for
suitable candidates to fill the vacancies of the chairman and the
chief executive officer of the Company, and will issue a further
announcement as and when appropriate.

Code provision A.4.1 of the CG Code requires that non-executive
directors should be appointed for a specific term, subject
to re-election. The non-executive Directors and independent
non-executive Directors have not been appointed for any specific
terms as they are subject to retirement by rotation and re-election
at the Company’s annual general meeting in accordance with the
Company'’s articles of association.
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Code provision E.1.2 of the CG Code requires the chairman of the
Board should attend the annual general meeting of the Company.
Mr. Lo Kin Ching Joseph, the then chairman of the Board did
not attend the annual general meeting of the Company held on
12 June 2018 (the “2018 AGM") due to his other commitment.
Mr. Wong Hin Shek who took the chair of the 2018 AGM, and
other members of the Board (including the chairman of each of
the Audit Committee and the Remuneration Committee and the
members of the Nomination Committee) attended the 2018 AGM
to ensure effective communication with the Shareholders.

The Company regularly reviews its corporate governance practices
to ensure they comply with the CG Code and align with the latest
developments.

THE BOARD

Responsibilities of the Board

The Board is responsible for the overall leadership of the Group,
oversees the strategic decisions and monitors business and
performance of the Group. The Board has delegated the authority
and responsibility for day-to-day management and operation of the
Group to the senior management of the Group. Approval has to
be obtained from the Board prior to any significant transactions
entered into by the management. To oversee particular aspects
of the Company’s affairs, the Board has established three Board
committees including the Audit Committee, the Remuneration
Committee and the Nomination Committee (together, the “Board
Committees”). The Board has delegated to the Board Committees
responsibilities as set out in their respective terms of reference.

All Directors shall ensure that they carry out duties in good faith,
in compliance with applicable laws and regulations, and in the
interests of the Company and the Shareholders at all times.

Board Composition

As at the date of this report, the Board is composed of six
Directors, including two executive Directors, one non-executive
Director and three independent non-executive Directors. The
biographical details of the Directors are set out in the section
headed “Biographical Details of Directors and Senior Management”
on pages 26 to 30 of this annual report.
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Corporate Governance Report

For the year ended 31 December 2018, the Board at all times met
the requirements of the Rules 3.10(1) and 3.10(2) of the Listing
Rules relating to the appointment of at least three independent
non-executive Directors with at least one independent non-
executive Director possessing appropriate professional qualifications
or accounting or related financial management expertise.

The Company has also complied with Rule 3.10A of the Listing
Rules relating to the appointment of independent non-executive
Directors representing at least one-third of the Board.

The Board has assessed the independence of all the independent
non-executive Directors. Having considered the guidelines as set
out in Rule 3.13 of the Listing Rules, the Board considers all of them
to be independent having regard to (i) their annual confirmation on
independence as required under the Listing Rules; (ii) the absence
of involvement in the daily management of the Company; (iii)
the absence of any relationships or circumstances which would
interfere with the exercise of their independent judgment; and (iv)
the absence of remuneration from the Company other than the
directors’ fee.

All Directors, including independent non-executive Directors,
have brought a wide spectrum of valuable business experience,
knowledge and professionalism to the Board for its efficient and
effective functioning. All Directors have separate and independent
access to the advices and services of the senior management
and the company secretary with a view to ensuring that board
procedures, and all applicable rules and regulations, are followed.
When needed and upon making request to the Board, the
independent non-executive Directors may obtain independent
professional advice at the Company’s expense in carrying out their
duties.

Saved as disclosed in the “Biographical Details of Directors and
Senior Management” section of this annual report, there are no
relationships (including financial, business, family or other material
or relevant relationships) among members of the Board.

Chairman and Chief Executive Officer

Following the retirement of Mr. Lo Kin Ching Joseph retired as
the chairman of the Company after the conclusion of the annual
general meeting of the Company held on 12 June 2018 and Mr.
Wong Hin Shek resigned as the chief executive officer of the
Company on 28 November 2018, the Company has not appointed
the chairman and chief executive officer since then, and the roles
and functions of the chairman and chief executive officer have
been performed by all the executive Directors collectively. The
Company is looking for suitable candidates to fill the vacancies of
the chairman and the chief executive officer of the Company, and
will issue a further announcement as and when appropriate.
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Directors’ Training and Continuous Professional

Development

Every Director keeps abreast of responsibilities as a director of the
Company and of the conduct, business activities and development
of the Company. The Company continuously updates the Directors
on the Group’s businesses and the latest developments regarding
the Listing Rules and other applicable regulatory requirements, to
ensure compliance and enhance their awareness of good corporate
governance practices.

According to the Code Provision A.6.5 of the CG Code, all Directors
should participate in continuous professional development to
develop and refresh their knowledge and skills to ensure that their
contribution to the board remains informed and relevant.

The Company has requested from each director and maintained
their records of training
31 December 2018.

received during the vyear ended

During the year ended 31 December 2018, all Directors pursued
continuous professional development and relevant details are set

EERIIREREERER

BNEFHEREENMBBARAESTE
£ ARARANEE ZHEH LB
MEM - ARRARENEFRHABAE
BEBER MR EMBEREERE
CERAERZER  URREFHEATEE
ZERERERMEAREEZIEZ

= ayh
SN

ERERTUNZTAHRIXFBALSMG
TEREFADEBEEXELER UK
K BARTE AB AR AE - MR E IS L
HEFSFLHERNER -

ARFREREE FRELDRITFHIR
BE-T—\F+-A=+-BuLFEH
Tz ek -

REBEE_ZT-N\F+_A=1T—HLFE "
FMEERLA2EBBEEERR  LHBHE

out below: BERYdmT

Name of Director Types of training
ESHR 3% 81 5 Rl
Executive Directors HITES

Mr. Xing Bin k& % A& B
Mr. Lam Wah MEE S 4 A, B
Non-executive Director FHITES

Mr. Wong Hin Shek THEELE A
Independent Non-executive Directors BUKBITES

Mr. Yip Tai Him ERHEE A, B
Mr. Chan Kai Wing Bk A &8 5 A& A, B
Mr. Leung Tsz Wing RFEEE A, B
Remarks: AR

A — Attending seminars/conferences/forums

B — Reading journals/updates/articles/materials
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Appointment and Re-election of Directors

Each of the Directors has signed a letter of appointment with the
Company, which does not specify any fixed term of service and may
be terminated by either party giving to the other not less than one-
month prior notice in writing. They are also subject to retirement
and re-election at annual general meeting of the Company in
accordance with the Articles of Association of the Company (the
“Articles”).

According to the Articles, the Board has the power at any time
to appoint any person as a Director either to fill a casual vacancy
or as an additional Director. Any Director appointed by the Board
to fill a casual vacancy shall hold office until the first general
meeting of the Company after his appointment and be subject to
re-election at such meeting. Any Director appointed by the Board
as an addition to the existing Board shall hold office only until the
next following annual general meeting of the Company and shall
then be eligible for re-election. Besides, at every annual general
meeting, one-third of the Directors for the time being, or if their
number is not a multiple of three, the number nearest to but not
less than one-third, shall retire from office by rotation provided that
every Director shall be subject to retirement at an annual general
meeting at least once every three years.

The procedures and process of appointment, re-election and
removal of Directors are set out in the Articles. The Nomination
Committee is responsible for reviewing the Board composition,
monitoring the appointment, re-election and succession planning
of Directors.
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Meetings

Code Provision A.1.1 prescribes that at least four regular board
meetings should be held in each year at approximately quarterly
intervals with active participation of majority of Directors, either
in person or through electronic means of communication.

The Company convened and held twelve Board meetings during
the year ended 31 December 2018.

Additional Board meetings will be convened, as and when required,
to deal with ad hoc issues. Any Director who is not able to present
physically may participate at any Board meeting through electronic
means of communication, such as conference telephone or other
similar communication equipment, in accordance with the Articles.

Notice convening each regular Board meeting is sent at least 14
days in advance, and reasonable notice is given for other Board
meetings and committee meetings. The Company Secretary
assists the Chairman to prepare the meeting notice and agenda.
Each Director may include any item in the agenda. The agenda,
accompanied by meeting papers with sufficient and reliable
information, are sent to each Director at least 3 days before each
Board meeting or committee meeting to enable the Directors to
make informed decisions on the matters to be discussed, except
where a Board meeting or committee meeting is convened on a
very urgent basis to consider any urgent ad hoc matter.

The Company Secretary is responsible for taking and keeping
minutes of all Board meetings and committee meetings. Draft
minutes will normally be circulated to Directors for comment within
a reasonable time after each meeting and the final version is open
for Directors’ inspection.
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During the year ended 31 December 2018, twelve Board meetings, A&
four Audit Committee meetings, four Remuneration Committee 2%
meetings, three Nomination Committee meetings and one general &

meeting were held. Details of individual Directors’ attendance at Z &
these meetings are set out in the following table: =

BHER-RREAT - EHERE
RERBOFERIRNT X

Attended/Eligible to attend
BHERE FWHERE

Audit Remuneration Nomination

Board Committee = Committee Committee General
Directors Meeting Meeting Meeting Meeting Meeting
B2 ) BE
= Exee8 ZE99% ZE9g8@ ZEEEE 2 KRRAE
Executive Directors BITES
Mr. Lo Kin Ching Joseph ##& %% 112 N/A N/A 1/3 01
(retired on 12 June (R=—FE—-NF TEA TEA
2018) NATZHRE)
Mr. Xing Bin TB& 5 4 12/12 N/A N/A N/A 11
A A A
Mr. Lam Wah (appointed W EFLE(R=F—/1F 4/12 N/A N/A N/A 0/1
on 12 November 2018) ~ +—A+=HEZ(F) TiE A TiE A i A
Non-executive Director FHTESE
Mr. Wong Hin Shek THELEE 9/12 N/A N/A 2/3 11
(re-designated from (RZF-NNF+—H i A i A
executive Director to N HBHTEE
non-executive Director — FHIFBHHTEE)
on 28 November 2018)
Independent Non- BYFHTES
executive Directors
Ms. Chu Yin Yin RABERLT(R=ZF-NF 8/12 3/4 3/4 3/3 11
Georgiana (resigned on ~ +—H=+/1HFF)
28 November 2018)
Mr. Yip Tai Him ERMEE 112 4/4 3/4 2/3 1/1
Mr. Chan Kai Wing PR A SRk 11/12 4/4 3/4 2/3 11
Mr. Leung Tsz Wing RYREE(RZFE-NF 3/12 1/4 1/4 0/3 0/1

(appointed on T—AZFNAEZF)
28 November 2018)

N/A:  Not applicable
N/A: 3 A
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Model Code for Securities Transactions by Directors of

the Company

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) set
out in Appendix 10 to the Listing Rules. Specific enquiries have
been made to all the Directors and the Directors have confirmed
that they have complied with the Model Code for the year ended
31 December 2018.

Remuneration of Directors and Senior Management

The Company has established a formal and transparent procedure
for formulating policies on remuneration of Directors and senior
management of the Group. Details of the remuneration of each of
the Directors for the year ended 31 December 2018 are set out in
note 9 to the financial statements.

The biographies of the senior management are disclosed in the
section headed “Biographical Details of Directors and Senior
Management” in this annual report. Remuneration paid to the
senior management (excluding the Directors) for the year ended
31 December 2018 are included in note 10 to the financial

statements.

Directors’ Liability Insurance
The Company purchases annually the Directors’
liability insurance for members of the Board. The insurance cover
is reviewed annually to ensure that the Directors and officers are
adequately protected against potential liabilities.

and officers’
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BOARD COMMITTEES

The Board has set up three Board Committees, namely, the Audit
Committee, the Remuneration Committee and the Nomination
Committee, to oversee particular aspects of the Company’s affairs.

Audit Committee

The Audit Committee was established in compliance with Rules
3.21 and 3.22 of the Listing Rules and Code Provision C.3.3 of the
CG Code.

The full terms of reference of the Audit Committee are available
on the Stock Exchange’s website and the Company’s website.

As at 31 December 2018, the Audit Committee was made up of
three independent non-executive Directors, namely Mr. Chan Kai
Wing, Mr. Yip Tai Him and Mr. Leung Tsz Wing. Mr. Chan Kai
Wing was the Chairman of the Audit Committee. Mr. Chan Kai
Wing is a certified public accountant and possesses the appropriate
accounting qualifications and experiences in financial matters.

The Audit Committee meets at least twice annually and also meets
with the Company’s external auditor at least twice annually to
discuss the audit plan and to review the Company’s annual report
and accounts. During the year ended 31 December 2018, the Audit
Committee held four meetings.

The primary duties of the Audit Committee include, but not limited
to:

o make recommendation 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 the resignation or the
dismissal of that auditor;

o review and monitor the external auditor’s independence
and objectivity and the effectiveness of the audit process
and reporting obligations in accordance with applicable
standards;
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discuss with the auditor the nature and scope of the audit
and reporting obligations before the audit commences;

develop and implement policy on engaging an external
auditor to supply non-audit services;

act as the key representative body for overseeing the
Company’s relations with the external auditor;

monitor the integrity of financial statements of the Company
and the Company’'s annual report and accounts, half-year
report and, if prepared for publication, quarterly reports, and
to review significant financial reporting judgements contained
in them;

review arrangements employees of the Company can use, in
confidence to raise concerns about possible improprieties in
financial reporting, internal control or other matters;

review the Company’s financial controls, internal control and
risk management systems;

discuss the internal control system with management to
ensure that management has performed its duties to have
an effective internal control system;

review the Group’s financial and accounting policies and
practices; and

review the external auditor’'s management letter, any
material queries raised by the auditor to management about
accounting records, financial accounts or systems of control
and management’s response.

Audit Committee also reviewed final results of the Company and its
subsidiaries for the year ended 31 December 2018 as well as the
audit report prepared by the external auditor relating to accounting
issues and major findings in course of audit.
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Remuneration Committee

The Remuneration Committee was established in compliance with
Rules 3.25 and 3.26 of the Listing Rules and Code Provision B.1.2
of the CG Code.

The full terms of reference of the Remuneration Committee are
available on the Stock Exchange’'s website and the Company’s
website.

As at 31 December 2018, the Remuneration Committee was made
up of three independent non-executive Directors, namely Mr. Yip
Tai Him, Mr. Chan Kai Wing and Mr. Leung Tsz Wing. Mr. Yip Tai
Him was the Chairman of the Remuneration Committee.

The Remuneration Committee meets at least once a year to review
the remuneration of Directors and make recommendations to the
Board. During the year ended 31 December 2018, four meetings
of the Remuneration Committee were held.

The primary duties of the Remuneration Committee include, but
not limited to:

o make recommendations to the Board on the Company’s
policy and structure for the remuneration packages of
Directors and senior management;

o determine with delegated responsibility the remuneration
packages of individual Directors and senior management;

o review and approve compensation payable to executive
Directors and senior management for any loss or termination

of office; and

o review and approve compensation arrangements relating to
dismissal or removal of Directors for misconduct.
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Nomination Committee
The Nomination Committee was established in compliance with
Code Provision A.5.1 and A.5.2 of the CG Code.

The full terms of reference of the Nomination Committee are
available on the Stock Exchange’s website and the Company's
website.

As at 31 December 2018, the Nomination Committee was made
up of three independent non-executive Directors, namely, Mr. Yip
Tai Him, Mr. Chan Kai Wing and Mr. Leung Tsz Wing. Mr. Chan
Kai Wing was the Chairman of the Nomination Committee.

The Nomination Committee meets at least once a year. During the
year ended 31 December 2018, three meetings of the Nomination
Committee were held.

The primary duties of the Nomination Committee include, but not
limited to:

° review the structure, size, composition and diversity (including
the skills, knowledge and experience) of the Board at least
annually and make recommendations to the Board in order
to maintain an appropriate range and balance of skills,
knowledge and experience of the Board;

o identify individuals suitably qualified to become Directors
and select or make recommendations to the Board on
the selection of, individuals nominated for directorships.
In identifying suitable candidates, a range of diversity
perspectives with reference to the Company’s business model
and specific needs will be considered, including but not

limited to gender, age, culture, race, educational background,

professional experience, knowledge and skills;

o assess the independence of independent non-executive
Directors;
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make recommendations to the Board on the appointment
or re-appointment of Directors and succession planning for
Directors; and

conform to any requirement, direction, and regulation
that may from time to time be prescribed by the Board or
contained in the constitution of the Company or imposed by
the Listing Rules or applicable law.

NOMINATION POLICY
The Board has adopted a nomination policy. A summary of this
policy is disclosed as below.

Criteria

The Nomination Committee and/or the Board shall consider
the following criteria in evaluating and selecting candidates
for directorships:

Character and integrity.

o Qualifications including professional qualifications, skills,
knowledge and experience that are relevant to the
Company’s business and corporate strategy.

o Willingness to devote adequate time to discharge
duties as a Board member and other directorships and
significant commitments.

o Requirement for the Board to have independent
directors in accordance with the Listing Rules (as
amended from time to time) and whether the
candidates would be considered independent with
reference to the independence guidelines set out in the
Listing Rules.

o Board Diversity Policy and any measurable objectives
adopted by the Company for achieving diversity on the
Board.

o Such other perspectives appropriate to the Company’s
business.
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2.  Nomination Process 2. RERRF

2.1 Appointment of New Director 21 ZEAFEF
2.1.1 The Nomination Committee and/or the Board shall, 211 REZEER /HEFE

upon receipt of the proposal on appointment of
new director and the biographical information
(or relevant details) of the candidate, evaluate
such candidate based on the criteria as set out in
section 1 to determine whether such candidate is
qualified for directorship.

If the process yields one or more desirable
candidates, the Nomination Committee and/or
the Board shall rank them by order of preference
based on the needs of the Company and reference
check of each candidate (where applicable).

2.1.3 The Nomination Committee shall make

recommendation to the Board in respect of
the appointment of appropriate candidate for
directorship.

2.1.4 For any person that is nominated by a Shareholder

for election as a director at the general meeting
of the Company, the Nomination Committee
and/or the Board shall evaluate such candidate
based on the criteria as set out in section 1 to
determine whether such candidate is qualified
for directorship and where appropriate, the
Nomination Committee and/or the Board shall
make recommendation to Shareholders in respect
of the proposed election of director at the general
meeting.

Bisu Technology Group International Limited Lt 2 &l 5 & B E R B R A 7

ERREEHERRZER
i 32 A B B & # (k48
FAREIS) & EIR B 180 P
IR ARREA
BEZEREAZENTR]
REFTEE B -

HEBBIEEE —2%%
ZBEKREN REEZE
g/ REFSHRER
RAEIFREEREANE
7 (E R B FIREA
EITEEERS -

REZEBEEIERIAE
REABETEEOES=S
ROEBZES -

HRMEM AR RELRRT]
BRRAGLIERETES
MAL REZEER/
FEFERIRBEFIEHM
HIFEFNEARBIREA
NEEZEREARZLEEE
REFESE B RS
RIREEZEEGR S E
EERNBRERAE Lot
BEEARRELHERZE

¢
FES



2.2 Re-election of Director at General Meeting
2.2.1 The Nomination Committee and/or the Board
shall review the overall contribution and service
to the Company of the retiring director including
his/her attendance of Board meetings and, where
applicable, general meetings, and the level of
participation and performance on the Board.

2.2.2 The Nomination Committee and/or the Board shall
also review and determine whether the retiring
director continues to meet the criteria as set out
in section 1.

2.2.3 The Nomination Committee and/or the Board shall
then make recommendation to Shareholders in
respect of the proposed re-election of director at
the general meeting.

CORPORATE GOVERNANCE FUNCTION

The Board is responsible for, amongst other things, the
development and review of the policies and practices on corporate
governance of the Group and monitoring the compliance with legal
and regulatory requirements, reviewing and monitoring the training
and continuous professional development of Directors and senior
management, and reviewing the corporate governance compliance
with the Code Provisions and disclosure in the annual report.
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DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
REPORTING IN RESPECT OF FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for preparing the
financial statements of the Company and of the Group for the
year ended 31 December 2018, which give a true and fair view
of the state of affairs of the Company and of the Group on a
going concern basis. The Board is provided with explanations and
information by the senior management of the Company, so that
the Directors have an informed assessment of the financial and
other information of the Group putting forward to the Board for
discussion and approval.

The external auditor of the Company acknowledge his reporting
responsibilities in the Independent Auditor's Report on the financial
statements for the year ended 31 December 2018 as set out in the
Independent Auditor's Report on pages 93 to 104 of the annual
report.

AUDITOR’'S REMUNERATION

In respect of the year ended 31 December 2018, the remuneration
paid and payable to the Company’s external auditor, Zenith CPA
Limited, is set out below:

EEFBYBRRNMBRREL

EEPANSEEIUEELE RER
BARRRAEBRHE-_Z—)\F+=A
—t+—HEFEZHEHREK  UEEAER
T RMARRRANER 2 BRI - E
EEREARFRISRERBIRHENAPBLE
B ANEEERIREZESTS TR AILED
NEBP B R EMEREDNIBENFTMG -

QR Z INEEAZ BRET 7 AN 3R 5E93E 104
BERNBUYZEMBREY HERSEBRE
BT )\F+-_A=+—HULEFEHB
BENBLZEMBENRFEMT -

BB B &
HE-T-N\F+-_A=+—BLFE"
ARFEN K AN 12 B0 3% & & 5Tl
EBAERABNM ST

HK$'000
FERT

=2 R

Audit service
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RISK MANAGEMENT AND INTERNAL CONTROL
The Board is responsible for maintaining a sound risk management
and internal control systems to ensure that a review of the
effectiveness of the risk management and internal control systems
of the Group has been conducted at least annually, covering all
material controls, including financial, operational and compliance
controls, and ensuring adequacy of resources, staff qualifications
and experience, training programmes and budget of the
accounting, internal audit and financial reporting functions.

The Board has also considered the adequacy of resources,
qualifications and experience of staff of the Company’s accounting
and financial reporting function, and their training programs.

The Company conducted review of the risk management and
internal control systems of the Group for the year ended
31 December 2018, in order to ensure and enhance (i) proper
process used to identify, evaluate and manage significant risks;
(i) main features of the risk management and internal control
systems were identified; (iii) the systems were designed to manage
the risks to achieve business objectives and provide reasonable
assurance against material misstatement or loss; (iv) appropriate
process to resolve material internal control defects; and (v)
effective procedures and internal controls for inside information
management.

The Company has conducted a review of the internal audit function
of the Group. The Board has reviewed the effectiveness of the risk
management and internal control systems of the Group annually
and considered that the systems were effective and adequate.
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COMPANY SECRETARY
On 7 December 2018, Mr. Lam Wah, the executive Director, was
appointed as the company secretary of the Company.

During the year ended 31 December 2018, Mr. Lam has complied
with Rule 3.29 of the Listing Rules by taking relevant professional
training.

COMMUNICATIONS WITH SHAREHOLDERS AND
INVESTOR RELATIONS

The Company considers that effective communication with
Shareholders is essential for enhancing investor relations and
understanding of the Group’s business, performance and strategies.
The Company also recognises the importance of timely disclosure
of information, which will enable Shareholders and investors to
make the informed investment decisions. The various channels via
which the Company communicates with its Shareholders include
interim and annual reports, information on the websites of the
Stock Exchange and the Company, annual general meeting and
other general meeting that may be convened.

The annual general meeting of the Company provides opportunity
for Shareholders to communicate directly with the Directors. The
Chairman of the Board and the Chairman of the Board Committees
will attend the annual general meeting to answer Shareholders’
questions. The external auditor of the Company will also attend
the annual general meeting to answer questions about the conduct
of the audit, the preparation and contents of the auditor’s report,
the accounting policies and auditor independence.
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SHAREHOLDERS' RIGHTS

To safeguard Shareholders’ rights, a separate
resolution will be proposed for each substantial issue at general
meetings, including the election of individual Directors.

interests and

All resolutions put forward at general meetings will be voted on
by poll pursuant to the Listing Rules and poll results will be posted
on the websites of the Stock Exchange and the Company after
each general meeting.

Shareholders should direct their enquiries about their shareholdings
to the Company’'s Hong Kong branch share registrar and
transfer office, namely, Tricor Investor Services Limited at Level
22, Hopewell Centre, 183 Queen’s Road East, Hong Kong.
Shareholders who wish to put enquiries to the Board can send
their enquiries to the Company Secretary of the Company who
will ensure these enquiries to be properly directed to the Board.
Shareholders may at any time make a request for the Company’s
information to the extent such information is publicly available.

Convening of Extraordinary General Meetings and

Putting Forward Proposals

In accordance with the Articles, an extraordinary general meeting
shall be convened on the requisition of one or more Shareholders
holding, at the date of deposit of the requisition, not less than one
tenth of the paid up capital of the Company carrying the right of
voting at general meetings of the Company.

Such requisition shall be made in writing to the Board or the
Company Secretary of the Company for the purpose of requiring
an extraordinary general meeting to be called by the Board for
the transaction of any business specified in such requisition. Such
meeting shall be held within 2 months after the deposit of such
requisition.

If within twenty-one days of such deposit the Board fails to proceed
to convene such meeting the requisitionist(s) himself (themselves)
may do so in the same manner, and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of the
Board shall be reimbursed to the requisitionist(s) by the Company.

As regards proposing a person for election as a Director, the
procedures are available on the website of the Company.
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DIVIDEND POLICY
The Board has adopted a dividend policy (the “Dividend Policy”).
A summary of this policy is disclosed as below.

The Company may declare and pay dividends to the Shareholders
by way of cash or by other means that the Board considers
appropriate. It is the policy of the Board, in recommending
dividends, to allow the Shareholders to participate in the
Company'’s profits, and at the same time, to ensure the Company to
retain adequate reserves for future growth. The Company’s decision
to declare or to pay any dividends in the future, and the amount of
such dividends will depend upon, among other things, the current
and future operations, financial condition, liquidity position and
capital requirements of the Group, as well as dividends received
from the Company’s subsidiaries and associates, which in turn will
depend on the ability of those subsidiaries and associates to pay
a dividend. In addition, any final dividends for a financial year will
be subject to the approval of the Shareholders. The declaration
and payment of dividends by the Company is also subject to any
restrictions under the laws of Cayman Islands, the laws of Hong
Kong, the Company’s article of association and any applicable laws,
rules and regulations.

Whilst this Dividend Policy reflects the Board’s current views on
the financial and cash-flow position of the Group, the Board will
continue to review this Dividend Policy from time to time and
the Board may exercise its sole and absolute discretion to update,
amend and/or modify this Dividend Policy at any time as it deems
fit and necessary. There is no assurance that dividends will be
declared or paid in any particular amount for any given period.
The Dividend Policy shall in no way constitute a legally binding
commitment by the Company that any dividend will be paid in
any particular amount and/or in no way obligate the Company to
declare a dividend at any time or from time to time.

CONSTITUTIONAL DOCUMENTS

There was no amendment made to the memorandum and articles
of association of the Company during the year ended 31 December
2018. The latest version of the constitutional documents of the
Company is available on the websites of the Stock Exchange and
the Company.
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The Directors are pleased to present their report together with
the audited financial statements of the Group for the year ended
31 December 2018.

PRINCIPAL ACTIVITIES

The principal activities of the Company are investment holding.
During the year ended 31 December 2018, the Company's principal
subsidiaries were engaged in the business of (i) development,
production and sale of automotive engines; and (ii) civil engineering
works and building construction and maintenance.

RESULTS

The results of the Group for the year ended 31 December 2018 are
set out in the consolidated statement of profit or loss and other
comprehensive income on pages 105 to 106 of the annual report.

BUSINESS REVIEW

A fair review of the Group’s business, particulars of important
events affecting the Group that have occurred during the year
ended 31 December 2018, and an indication of likely future
development in the Group’s business, are set out in the “Director’s
Statement” and “Management Discussion and Analysis” of this
annual report. A description of principal risks and uncertainties
facing the Group is set out in the note 41 to the financial
statements.

ENVIRONMENTAL POLICY

Our commitment to protecting the environment is well reflected
by our continuous efforts in promoting green measures and
awareness in our daily business operations. Our Group encourages
environmental protection and promote awareness towards
environmental protection to the employees. Our Group also
implements green office practices such as promoting the use of
recycled papers and reducing energy consumption by switching off
idle lighting and electrical appliances.

Our Group will review its environmental practices from time to time
and will consider implementing further eco-friendly measures and
practices in the operation of our Group's businesses and enhance
environmental sustainability.
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COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

During the current financial year, as far as the Company is aware,
there was no material breach of or non-compliance with applicable
laws and regulations by our Group that has a significant impact
on the business and operations of our Group.

RELATIONSHIPS WITH STAKEHOLDERS

The Company recognises that employees are our valuable assets.
Thus our Group provides competitive remuneration package to
attract and motivate the employees. Our Group regularly reviews
the remuneration package of employees and makes necessary
adjustments to conform to the market standard.

Our Group also understands that it is important to maintain
good relationship with business partners to achieve its long-
term goals. Accordingly, our senior management have kept good
communication, promptly exchanged ideas and shared business
update with them when appropriate. During the current financial
year, there was no material and significant dispute between our
Group and its business partners.

FINAL DIVIDEND

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

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets and liabilities of the
Group for the last five period/years, as extracted from the audited
financial statements, is set out on page 232 in this report. This
summary does not form part of the audited financial statements.

PERMITTED INDEMNITY PROVISION

Pursuant to the Articles, 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. There is appropriate directors’ and officers’ liability
insurance coverage for the directors and officers of the Group.
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SHARE CAPITAL, SHARE OPTION, CONVERTIBLE
BONDS AND PROMISSORY NOTES

Details of movements in the Company's share capital, share
options, convertible bonds and the promissory notes during the
year are set out in notes 27, 28, 30 and 31 to the financial
statements.

EQUITY-LINKED AGREEMENTS
Save for the share option scheme as disclosed in the below
section headed “Share Option Scheme” and the section headed
“Convertible Bonds” of “Management Discussion and Analysis”,
no equity-linked agreements were entered into by the Group, or
existed during the current financial year.

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 current financial year.

MAJOR CUSTOMERS AND SUPPLIERS

Major Customers

During the year ended 31 December 2018, the
customer accounted for approximately 22.3% (31
2017: approximately 36.2%) of the Group’s total
The five largest customers accounted for approximately 74.4%
(31 December 2017: approximately 84.8%) of the Group's total
revenues for the year ended 31 December 2018.

largest
December
revenues.

For the Automotive Engines Business, the customer base is relatively
concentrated to certain private companies in China. The largest
customer was engaged in this segment.

For the Civil Engineering and Construction Business, the customer
base is relatively concentrated to certain departments of the
Government, public utilities companies and private organisations in
Hong Kong.

None of our Directors or their respective associates or any
Shareholder (to the knowledge of our Directors) holding more than
5% of the Company’s issued share capital had any interest in the
five largest customers.
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MAJOR CUSTOMERS AND SUPPLIERS (Continued)

Major Suppliers

The Group five largest suppliers being its suppliers for Automotive
Engines Business and sub-contractors for Civil Engineering and
Construction segment together accounted for approximately
46.6% (31 2017: approximately 9.5%) of the
Group's total cost of sales charged to the Group for the year
ended 31 December 2018. The largest supplier accounted for
approximately 20.7% (31 December 2017: approximately 2.8%) of
the total cost of sales charged to the Group for the year ended
31 December 2018.

December

Other than as set out in the paragraph above, none of our Directors
or their associates or any Shareholders (to the knowledge of our
Directors) holding more than 5% of the Company’s issued share
capital had any interests in the five largest sub-contractors.

PROPERTY, PLANT AND EQUIPMENT

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

RESERVES

Details of movements in the reserves of the Group during the
current financial year are set out in the consolidated statement of
changes in equity.

DISTRIBUTABLE RESERVES

The Company had no reserve available for distribution to
Shareholders as at 31 December 2018 (31 December 2017: Nil).

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles or
the laws of Cayman Islands where the Company is incorporated,
which would oblige the Company to offer new shares to existing
Shareholders on a pro-rata basis.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s listed securities for the year
ended 31 December 2018.

SUFFICIENCY OF PUBLIC FLOAT

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

DIRECTORS
The Directors who held office during the current financial year and
up to the date of this annual report were:

Executive Directors
Mr. Xing Bin
Mr. Lam Wah (appointed on 12 November 2018)

Mr. Lo Kin Ching Joseph (retired on 12 June 2018)

Mr. Wong Hin Shek (re-designated from executive Director to
non-executive Director on 28 November 2018)

Non-executive Director
Mr. Wong Hin Shek (re-designated from executive Director to
non-executive Director on 28 November 2018)

Independent Non-executive Directors
Mr. Yip Tai Him
Mr. Leung Tsz Wing (appointed on 28 November 2018)

Mr. Zhang Guozhi (appointed on 28 February 2019)
Ms. Chu Yin Yin Georgiana (resigned on 28 November 2018)

Mr. Chan Kai Wing (resigned on 28 February 2019)

Mr. Lo Kin Ching Joseph has retired as an executive Director and
the chairman of the Board with effect from the conclusion of annual
general meeting held on 12 June 2018. Ms. Chu Yin Yin Georgiana
has resigned as an independent non-executive Director with effect
from 28 November 2018 and Mr. Wong Hin Shek has re-designated
from an executive Director to a non-executive Director and has
resigned as the chief executive officer of the Company with effect
from 28 November 2018. Mr. Chan Kai Wing has resigned as an
independent non-executive Director with effect from 28 February
2019. They have confirmed that they have no disagreement with
the Board and that there is no matter in respect of their resignation
which needs to be brought to the attention of the Shareholders and
the Stock Exchange.
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Report of the Directors
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DIRECTORS (Continued)

In accordance with the Articles, one-third of the Directors for the
time being (or if their number is not a multiple of three, the number
nearest to but not less than one-third) will retire from office by
rotation and will be eligible for re-election and re-appointment at
every annual general meeting, provided that every Director shall
be subject to retirement by rotation at an annual general meeting
at least once every three years.

Circular containing details of the Directors to be re-elected at
the forthcoming annual general meeting of the Company will be
despatched to the Shareholders in due course.

BOARD OF DIRECTORS AND SENIOR
MANAGEMENT

Biographical details of the Directors and senior management of the
Group are set out on pages 26 to 30 of this annual report.

CONFIRMATION OF INDEPENDENCE OF
INDEPENDENT NON-EXECUTIVE DIRECTORS

Each of the independent non-executive Directors has confirmed
their independence pursuant to Rule 3.13 of the Listing Rules. The
Board considered all of the independent non-executive Directors to
be independent in accordance with Rule 3.13 of the Listing Rules.

DIRECTORS’ SERVICE CONTRACTS

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

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

No director nor a connected entity of a director had a material
directly or indirectly, in any transactions,
arrangements or contracts of significance to the business of the
Group to which the Company, or any of the Company’s subsidiaries
or fellow subsidiaries was a party during the year.

interest, either
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DIRECTORS’ INTERESTS IN COMPETING BUSINESS
During the current financial year, no Director was interested in any
business apart from the Company’s business, which competes or is
likely to compete, either directly or indirectly, with the Company’s
business which is required to be disclosed pursuant to the Listing
Rules.

REMUNERATION OF DIRECTORS AND FIVE
INDIVIDUALS WITH HIGHEST EMOLUMENTS

Details of the emoluments of the Directors and the five highest
paid individuals are set out in notes 9 and 10 to the financial
statements in this annual report.

CHANGES TO INFORMATION IN RESPECT OF
DIRECTORS

Upon specific enquiry by the Company and following confirmations
from the Directors, save as disclosed in the section headed
“Biographical Details of Directors and Senior Management” in
this annual report, there was no change in the information of the
Directors required to be disclosed pursuant to paragraphs (a) to
(e) and (g) of Rule 13.51(2) of the Listing Rules for the year ended
31 December 2018.

DIRECTORS" AND CHIEF EXECUTIVE'S INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2018, none of the Directors or chief executive
of the Company had registered an interest or a short position in
the shares, underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of Part XV of
the SFO) which were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and short positions which they were
taken or deemed to have under such provisions of the SFO) or
which were required, pursuant to section 352 of the SFO, to be
entered in the register referred to therein, or which were required,
pursuant to the Model Code, to be notified to the Company and
the Stock Exchange.
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SHARE OPTION SCHEME

At the extraordinary general meeting of the Company held on
24 March 2016, the shareholders of the Company approved
the adoption of the share option scheme of the Company (the
"Scheme”). The relevant listing approval was granted by the Stock
Exchange on 29 March 2016. A summary of the principal terms of
the Scheme are as follows:

Purpose

The purpose of the Scheme is to enable the Company to grant
options to selected eligible participants as incentives or rewards
for their contribution or potential contribution to the Company.

Participants

The eligible participant(s) of the Scheme is/are full time or part time
employees of the Group (including any directors, whether executive
or non-executive and whether independent or not, of the Group);
and any business or joint venture partners, contractors, agents
or representatives, consultants, advisers, suppliers, producers or
licensors, customers, licensees (including any sub-licensee) or
distributors, landlords or tenants (including any sub-tenants) of the
Group or any person who, in the sole discretion of the Board, has
contributed or may contribute to the Group.

Maximum number of shares

The maximum number of Shares which may be issued upon exercise
of all options which may be granted at any time under this Scheme
together with options which may be granted under any other share
option schemes for the time being of the Company shall not exceed
such number of Shares as equals 10 per cent of the issued share
capital of the Company as at the date of approval of the Scheme.

Maximum entitlement of each participant

Unless approved by the shareholders of the Company, the total
number of Shares issued and to be issued upon exercise of the
options granted to each eligible participants (including both
exercised and outstanding options) in any 12-month period must
not exceed 1 per cent of the Shares in issue.
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SHARE OPTION SCHEME (Continued)

Option period

The option period of the Scheme, in respect of any particular
option, the period to be determined and notified by the Directors
to the grantee thereof at the time of making an offer provided
that such period shall not exceed the period of ten (10) years from
the date of the grant of the particular option but subject to the
provisions for early termination thereof contained herein.

Acceptance of offer

Any offer of the option of the Company may be accepted by
an eligible participant in the duplicate letter of option grant
letter comprising acceptance of the offer duly signed by such
eligible participant and received by the Company together with
a remittance in favour of the Company of HK$1.00 by way of
consideration for the grant thereof within twenty-one (21) days
from the offer date.

Exercise price

The exercise price shall be determined at the discretion of the
Board at its absolute discretion, provided that it shall be not less
than the highest of: (a) the closing price of the Shares on the
Stock Exchange as shown in the daily quotations sheet of the Stock
Exchange on the offer date, which must be a Business Day; (b) the
average of the closing prices of the Shares as shown in the daily
guotations sheets of the Stock Exchange for the five (5) Business
Days immediately preceding the offer date; (c) the nominal value
of the Share on the offer date.

Remaining life of the Scheme

The Directors shall be entitled at any time within 10 years
commencing on 29 March 2016 to offer the grant of an option to
any eligible participant. The Scheme will expire on 28 March 2026.

For the year ended 31 December 2018, no share option has been
granted by the Company and there are no outstanding share option
of the Company.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 31 December 2018, to the best of the Directors’ knowledge,
the interests and short positions of the person (other than the
Directors or chief executive of the Company) in the shares or
underlying shares of the Company which would fall to be disclosed
to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO as recorded in the register of substantial
shareholders required to be kept under section 336 of the SFO
were as follows:

Long positions in the issued shares/underlying shares of
the Company

FEREABROREERG IR
EXE

RZE—\F+_A=+—"H REZFH

FE BRARBEEREZBITEHABIN

KBARNBIRIEEF K BHEK FE3361F
MEETOEERRECMATE - ATA
TRARRNBRDRABERDFEEAT
REFEHFLBHEEEXVIHE2RID
BXBRARBHEENER AR

RAERARSHITREG HERG T
-}

Approximate
Number of  percentage of

ordinary shares/ issued share

underlying capital of the
Name of shareholders Notes Nature of interest shares held Company
FEBEELZAER HEXDIACHET
BRES 2B M & EatE HEROGHE RAHANEDLH
Mr. Jiang Jianhui (“Mr. Jiang") (a) Interest in a controlled corporation 150,000,000 75.0%
ZEBErE(ELED RELFEER
Ms. Wu Pei-Tzu (“Ms. Wu") (a) Interest in a controlled corporation 150,000,000 75.0%
EMELLE(R4t])) X EEE R
Youth Force (a) Beneficial owner 150,000,000 75.0%
EaliaA
Ms. Weng Guangmin (“Ms. Weng"”) (b) Interest in a controlled corporation 195,000,000 97.5%
LTS rL)) XEEEER
Power Expert (b) Beneficial owner 195,000,000 97.5%
T 8L B ER EaliaA
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SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES (Continued)

Long positions in the issued shares/underlying shares of
the Company (Continued)

Notes:

(@)  Youth Force was legally and beneficially owned as to 72% by Mr.
Jiang and 28% by Ms. Wu. As such, Mr. Jiang and Ms. Wu are
deemed to be interested in the 150,000,000 Shares owned by Youth
Force by virtue of the SFO.

(b)  Power Expert Global Limited is wholly-owned by Ms. Weng. As
such, Ms. Weng is deemed to be interested in the 195,000,000
underlying Shares through its interests in the convertible bonds, in
the principal amount of HK$390,000,000 issued by the Company,
owned by Power Expert by virtue of the SFO.

Save as disclosed above, as at 31 December 2018, no person, other
than the Directors and chief executive of the Company whose
interests are set out in the section headed “Directors’ and Chief
Executive’s Interests and Short Positions in Shares, Underlying
Shares and Debentures” above, had notified the Company of an
interest or short position in the shares or underlying shares of the
Company that was required to be recorded in the register required
to be kept by the Company pursuant to section 336 of the SFO.

DIRECTORS' RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the section headed “Directors’ and Chief
Executive’s Interests and Short Positions in Shares, Underlying
Shares and Debentures” above, at no time during the year ended
31 December 2018 were rights to acquire benefits by means of the
acquisition of shares in or debentures of the Company granted to
any Director or his/her spouse or children under 18 years of age,
or were any such rights exercised by them; or was the Company,
or any of its subsidiaries, holding companies or fellow subsidiaries
a party to any arrangement to enable the directors to acquire such
rights in any other body corporate.
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RELATED PARTY TRANSACTIONS

Details of the significant related party transactions undertaken in
the usual course of business are set out in note 38 to the financial
statements.

CONNECTED TRANSACTION

For the year ended 31 December 2018, the Company did not have
any connected transactions which were subject to the reporting
requirements under Chapter 14A of the Listing Rules.

CORPORATE GOVERNANCE

The Company has applied the principles and Code Provisions as set
out in the CG Code contained in Appendix 14 of the Listing Rules.
During the year ended 31 December 2018, save as disclosed in the
section headed “Corporate Governance Report”, the Company has
complied with the Code Provisions in the CG Code.

EVENTS AFTER THE REPORTING PERIOD

Save as disclosed in this report, there was no other significant event
after the reporting period and up to the date of this report.

AUDIT COMMITTEE

The Audit Committee has reviewed together with the management
the accounting principles and policies adopted by the Group,
discussed risk management, internal controls and financial reporting
matters and the consolidated results of the Group for the year
ended 31 December 2018. As at the date of this report, the Audit
Committee comprises three members including Mr. Leung Tsz
Wing (Chairman), Mr. Yip Tai Him and Mr. Zhang Guozhi all being
independent non-executive Directors.
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AUDITOR

Ernst & Young has resigned as the auditor of the Company
with effect from 14 December 2018. Zenith CPA Limited has
been appointed as the auditor of the Company with effect
from 14 December 2018 to fill the casual vacancy following the
resignation of Ernst & Young.

The consolidated financial statements for the year ended
31 December 2018 have been audited by Zenith CPA Limited.

Zenith CPA Limited shall retire in the forthcoming annual
general meeting and, being eligible, will offer themselves for
re-appointment. A resolution for the re-appointment of Zenith
CPA Limited as auditor of the Company will be proposed at the
forthcoming annual general meeting.

On behalf of the Board
Bisu Technology Group International Limited

Lam Wah
Executive Director

Hong Kong, 28 March 2019
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INTRODUCTION

Bisu Technology Group Limited (“Bisu”
“Company”) was incorporated in the Cayman Islands as a limited
liability company. The Company’s shares are listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) (Stock Code: 1372). The Company with its subsidiaries
(collectively referred to as the “Group” or
in the business of (i) development, production and sale of
automotive engines (the “Automotive Engines Business”); and (ii)
Civil engineering works and building construction and maintenance
works (the “Civil Engineering and Construction Business”).

International or the

“we") were engaged

PURPOSE OF THIS REPORT
This is the fourth
Report” prepared by the Group. This report mainly outlines
the commitments and strategies and report the Company’s
performance regarding environmental protection, social
responsibility and governance issues.

“"Environmental, Social and Governance

SCOPE OF COVERAGE

This report outlines the environmental and social performance
of the Group’s core business segment operations. Our fourth
report with particular focus on impacts arising from the following
operation locations of the Group:

o Group’s headquarter office in Hong Kong;

o Civil Engineering and Construction Business in Hong Kong;
and

o Chongging Automotive Engines production base.
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BASIS OF PREPARATION

Relevant disclosures of this report are prepared in accordance with
the Environmental, Social and Governance Reporting Guide (the
“Guide”) under Appendix 27 of the Rules Governing the Listing of
Securities issued by the Stock Exchange. The content of this report
includes two main subject areas, being Area A — Environmental
and Area B — Social as required by the Guide.

TIME RANGE

This report is an annual report for the year from 1 January 2018
to 31 December 2018.

STAKEHOLDER ENGAGEMENT

The Group places high value on communication with stakeholders.
Through several channels, the Group maintains active and open
attitudes towards expectations and demands of stakeholders. The
preparation of this report, which was supported by stakeholders of
the Company, enabled the Company to have a clear understanding
on the Company’s current environmental and social development.
The information we gathered and analyzed was not only the
summary of the environmental and social works carried out
by the Group during 2018, but also the basis for the Group
to make strategies for sustainable development. The following
table summaries stakeholders’ participation channels and their
expectations and demands.
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STAKEHOLDER ENGAGEMENT (Continued) EXZASH(E)

Stakeholders Participation Channels Topics concerned

A SHERE BEEE
Shareholders/Investors o General meetings o Financial results
o Interim reports/Annual reports o Sustainability business development

Direct communications
Group website

Environmental responsibility
Company transparency

BREREE BRERRE MBEE
HEIR G FERS EBAREER
HEAEB REBEE
EE@ NAEFERE
Clients Customer service Product quality
Daily communication Protection and management on
customer information
Environmental responsibility
Integrity and business behaviors
E B PR EmEE
HE R EFEHRERERE
RIBEEME
BENBETR
Employees Regular performance appraisals Career development
Frequent meetings Health and safety
Training programs Remuneration and benefits
Sustainability development
=] BRI Z BEER
B gEEB [EER R e
Bl ER A2 ¥ B 2 48 7
AREERE
Suppliers Close communication Corporate contribution
Order/contract execution Product quality
Environmental responsibility
e GBIy ¥ HEXHNER
B AT EmEE
REBAE

66 Bisu Technology Group International Limited Lt 2 &l 5 & B E R B R A 7



ENVIRONMENTAL RESPONSIBILITY

We believe that the Group has a large part to play in protecting
the environment. We are committed to protecting the environment
and supporting sustainable development by conducting our
business in an environmentally responsible manner. We believe
that a successful environment management is important for us to
meet customers’ demand in environment protection and to ensure
healthy growth and sustainable development of our business.
Thus, we set and review environmental objectives from time to
time with a target to minimise our environmental footprints,
and seek for continuous improvement. All of our environmental
management policies were developed based on local requirements
and environmental standards.

EMISSIONS

During the current reporting year, the Group had not discovered
any cases of violation of the environmental laws and regulations.
The Group has adopted a series of environmental protection
policies and measures, which are
evaluated, to lay a solid foundation for green management,
including:

regularly monitored and

Chongging Automotive Engines Production Base

Exhaust Gas Reduction Policy

The environmental impact on the Chongging production plant is
always our first concern. All necessary pollution emission permits
for our production facilities have been obtained from the People’s
Republic of China Government department. During the current
financial year ended, all air emissions are required to operate within
the prescribed limits set by the local government.

During the current reporting year, no reliable measurement of the
air emission and wastewater for the Chongging production plant
can be generated due to the limited scale of production level in
the plant as a result of the significantly reduced sales orders from
customers. Meanwhile, there is an exhaust emission of Sulphur
oxides of 0.95kg during the current report year for the emission
by the fuel consumed by the vehicles used in the production of
engine processes.
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ENVIRONMENTAL RESPONSIBILITY (Continued)

Chongqging Automotive Engines Production Base
(Continued)

Exhaust Gas Reduction Policy (Continued)

Among the key emissions produced by our Chongging production
site, Nitrogen Oxides (NOx), Non-methane Hydrocarbons (NMHC)
and Carbon monoxide (CO) were hazardous wastes. The Group
has implemented policies to mitigate the negative effect that
hazardous waste bring to the environment. Most of our facilities
have initiated hazardous waste recycling program. Our production
facilities enclosed hazardous waste collection system whenever
possible and during the current financial period, most of the
hazardous wastes were effectively sorted and stored and recycles
by designated professional recyclers. We ensure all employees are
aware of what hazardous materials are on-site and the handling
and disposal methods.

Waste management
With
business, the Group strives to avoid overstocking of materials

respect to the Group’s automotive engine production

through proper inventory and production planning management.
General industrial wastes produced from our Chongging production
site are mainly scrap steel, waste solder and waste packaging
materials. Generally, if waste and used materials can be recycled,
such as scrap steel and waste packaging materials, then they
are sorted and recycled. At all time, the Group is committed to
improving the recycling and reusing initiatives.

Civil Engineering And Construction Business In Hong
Kong

In-house Green Management
In addition to applicable laws and regulations,
committed to green our own operation in respect of construction

the Group is

business through proactive environment management and staff
engagement. We have set up an environmental management
system to promote environmental awareness and to prevent
pollution of the environment. Our environmental management
system was accredited 1SO 14001 certification.
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ENVIRONMENTAL RESPONSIBILITY (Continued)
Civil Engineering And Construction Business In Hong
Kong (Continued)

In-house Green Management (Continued)

In managing our emissions in respect of construction works in
Hong Kong, we comply with relevant local laws and regulations
to ensure the environmental impacts arising from our business are
managed in a proper and responsible manner. Relevant laws and
regulations include:

° Air Pollution Control Ordinance (Cap. 311)

o Waste Disposal Ordinance (Cap. 354)

° Water Pollution Control Ordinance (Cap. 358)

o Noise Control Ordinance (Cap.400)

o Dumping at Sea Ordinance (Cap. 466)

° Environmental Impact Assessment Ordinance (Cap.499)

We purposely develop specific Environmental Management Plan
(EMP) for our projects, which ensures mitigation measures are
effectively implemented, with proper monitoring and remedial
measures that satisfies relevant requirements. On top of regulator
requirements, we also adhere to BEAM Plus requirements to further
our effort in controlling our emissions and resources use.

Noise Control

As identified in the materiality assessment, noise is one of the
material environmental aspects in the Group’s construction work
operation. In managing the impact of construction noise on the
surrounding environment, we strictly adhere to relevant laws and
regulations.

For our construction projects, necessary construction noise permits
(CNP) are obtained before commencement of the works, especially
for projects involving night-time works or percussive piling. To
lower noise level within an acceptable range, the number and
type of plant used are minimized and as required by law we
apply for Noise Emission Labels for air compressors and handheld
percussive breakers where appropriate. While observing the
permit specifications, we also install noise barriers to reduce the
construction noise impact to nearby noise sensitive receivers when
necessary.

REEE(H)
BERIAIRREBERK (A

EAREEHE (B)
ERBNRBEXBEIEFRE - RABT
A EBDERFOER - ARG Z
EZRAEENT A EERMEBEKA R
BRE HBIEREIAER:

o (ERBRAEHEHNEINE)
o (BEUWEREKINE34E)

o COKIFREHEHIN(E38E)

o (REFEHIRMNEL00E)

o COBLEEMEIEHN(FE466F)
. CGRIRF EFERH)(F499%)

BB ERRMOEBR EHAENRIRE
AR MRAMERERERE - R
EEREMEEREHBEBRTE o FREER
AN BPIRER ST AR R IRFTARE - A D0
BREFHREERER -

BEEH

HRNB2UFEPAEN RERAE
BRETREXGLETNEREREE@ML
—  HEEERERTUABRRENTE
B RPIBARBTHBEEELESR -

AREMHEEBEREMS - ROELREMS
AT LANEERENAE  LHE
RERFRREEIRERAITHENIR
B BRI KFEZARINEE &
MEERSMERRBNBRER AL -
EEBOBERLT  RARBEIERERSE
REGHETREEANHERAEFRS
RH - EETRABRLORE - LEE
BTG KBERE  UREZERS
HIMOHBRTRERNBTORE -

Annual Report 2018 — & — /\ £ 4§ 69



A -

2

- B HAREARE

-

ENVIRONMENTAL RESPONSIBILITY (Continued)
Civil Engineering And Construction Business In Hong
Kong (Continued)

Noise Control (Continued)

We regularly monitor the noise level at our construction sites
against the requirements and specifications of their respective
CNPs. In the reporting year, monitoring results of each site had
not exceeded the noise level limit set by the CNPs.

Management of Construction Waste

We are committed to preventing pollution and mitigating potential
environmental impacts arising from our projects and operation.
Throughout the current financial year, the Group did not produce
any hazardous waste.
objective is to promote the 3R policy, i.e. reduce, reuse and recycle,
and devote to prevent construction waste from being disposed of
in landfills. Specific measures include:

In managing construction waste, our

o Avoiding and minimizing construction waste generation at
sources through better planning, designing and construction
management;

o Reuse/recycle construction waste whenever possible;

o All construction wastes that could not be reuse/recycle are
minimised, transported and disposed of in environmental
friendly manners and in full compliance with statutory
requirements; and

o Monitoring the performance of our subcontractors to ensure
their compliance with our environmental requirements.
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ENVIRONMENTAL RESPONSIBILITY (Continued)
Hong Kong Headquarter Office

Business Travel Reduction Policy

The Group thoroughly understands that business travel will increase
energy consumption, leading to increase in emission of greenhouse
gas. Therefore, the Group actively reduces the number of business
trips of employees to reduce the resulted greenhouse gas emissions.
The Group also encourages employees to communicate in a
green manner, e.g. replacing long-distance travel for face-to-
face meetings by video and phone conferences so as to reduce
greenhouse gas emissions caused by extra transportation. In
addition, employees make use of public transportation during
business trips whenever possible. The Group also encourages
employees to plan travel and manpower arrangements earlier in
advance in order to share vehicles and reduce energy consumption
and pollution during travel.

During the current reporting year, the Greenhouse gas emissions
("GHG Emissions”) of Scope 3 GHG Emissions' (kg of Co,)* of Hong
Kong headquarter office was decreased by 56% as compared with
previous reporting period.

Notes:

1. According to the Carbon Audit Guidelines, Scope 3 Emissions refer
to other indirect emissions (optional for reporting purposes). The
disclosed figures are resulted from business air travel by employees.

2. The power company-specific emission factor of Hong Kong Electric
Company is adopted for the calculation.
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ENVIRONMENTAL RESPONSIBILITY (Continued)

Use of resources

The Group is committed to reducing negative impact to our
environment by conducting our operation in an environmentally
responsible manner. In order to reduce our environmental footprints
in the workplace, we always look for opportunities to reduce
unnecessary energy consumption and waste generation.

Electricity is the main source of energy used by our offices in our
daily operations. Other resources such as fresh water and paper and
printing ink are also consumed. As part of our environmental policy,
we enact 3R practices — Reduce, Reuse and Recycle — to minimise
the consumption of valuable resources and tackle waste. The various
implemented measures to achieve low-carbon and green office,
including:

Electricity consumption optimization

o Electric appliances are required to turn-off when unattended,
reduce the standby energy consumption of office equipment
such as computer;

o Strictly control the air condition temperature maintain
temperature of air conditioners to the standard of 25.5
degrees in general conditions;

o Replace regular incandescent light bulbs with LED bulbs;

o Encourage the use of natural light whenever possible;

o Arrange lighting zoning to ensure that only required lighting
is switched on; and

o Post the reminder slogan “Turn lights off when not in use”.
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ENVIRONMENTAL RESPONSIBILITY (Continued) R EE (&)

Electricity consumption optimization (Continued) W' N HEFE (&)

During the current reporting year, the Greenhouse gas emissions &EEEMAET N TR EHEARAE NS
("GHG Emissions”) of Scope 2 GHG Emissions' (kg of Co,)? of Hong ZE REEH M A& E28 R ZEH W (Fr =
Kong headquarter office and Construction business headquarter (LK) 2AAREFER E—HAREFE
office were decreased by 8% and 5% respectively as compared % 5l )8 2>8% K& 5% °

with previous reporting period.

' Hong Kong/%fga;équarter office Construction ?u;r};ss;;jeadquarter office
BREMAE IREBERAE
\ / 7N £ /A
5,904 kg CO2/kWh 126,032 kg CO/kWh
- = BTREE5904AT A BTRE126,0322T Z&1bHx
AN !
5,419 kg CO/kWh 119,870 kg CO/kWh

-_—
~’ FTRES5419AT 24tk BTER119,8702 T Z&1tix

Notes: Bt 5 -
1. According to the Carbon Audit Guidelines, Scope 2 Emissions refer 1.  1REREH153 > BE2E = REHEW
to energy indirect emissions. The disclosed figures are resulted from FEEERMEEREN - BEHTRAEE S

electricity purchased from power companies. NEIBEZESN -

2. The power company-specific emission factor of Hong Kong Electric 2. Wi EEBESEEERARZETEH
Company is adopted for the calculation. MEE -
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ENVIRONMENTAL RESPONSIBILITY (Continued)

Reducing use of water

Install automatic faucet to avoid waste of water;

Constantly reminds employees to conserve water by putting

up water conservation labels in washrooms, employee
canteens and rest areas, such as “Please turn off the tap
after washing hands” and “It is everybody’s responsibility to

save water”;

Carry out reqgular leakage tests on piping and check for
overflowing tanks, worn tap washers and other defects of
the system;

Use manufacturing equipment which ensure economy in
water whenever possible.

In respect of construction works, to conserve resources, the Group

continuously implement various measures including:

74

Conversion & retrofitting of construction machine to fit into
different construction site;

Compliance with the Code of Practice for Energy Efficiency
of Building Services Installation 2012 and the subsequent
amendment for Lighting, Air Conditioning, Electrical and Lift
Installations;

Reuse of used timber in construction sites and recycling of
materials like metal parts, plastics and paper packaging; and

Reuse treated construction wastewater for water spraying and
wheel washing when possible.
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ENVIRONMENTAL RESPONSIBILITY (Continued)

Environment and natural resources

The Group is well aware that the earth’s natural resources are
limited. Thus, apart from implementing measures for managing
resources consumption and reducing waste generated, various
other policies have been implemented to manage the impact
of our operations on the environment and natural resources.
Natural resources that the Group consumed in normal course of
operations involve paper. To reduce environmental impacts and
raise the efficiency on printing and minimize paper consumption,
the Group focuses on developing recycling measures and requires
all employees to:

o Default office printing as duplex in offices;
o Use of recycle paper whenever possible;

o Set wider page margins so that more text would be filled in
each page;

o Use e-mails as much as possible and reduce paper usage on
fax;

o Reuse paper printed on one side for manuscript paper or
printing paper;

o Promotes a green office, encouraging the use of electronic
files in its daily operation by replacing printed filing with
computer archiving and implementing paperless office and
resources sharing to reduce the use of printed files;

o Encourages to minimise the use of office resources such as
water, paper and printing machines, and to store drawings
and product information electronically so as to facilitate
information search, management and sharing; and

o Printer toner cartridges used by the Hong Kong Headquarter
are regularly recycled by the suppliers.
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ENVIRONMENTAL RESPONSIBILITY (Continued)

Environment and natural resources (Continued)

During the current reporting year, the paper consumption of Hong
Kong headquarter office and Construction business headquarter
office are 337 kg and 1,307 kg respectively which decreased by
2% in total as compared with previous reporting period.

Paper
Consumption

mE

%0

Besides, considering the negative impact that our Chongging
operation site brings to the environment during normal courses of
production was unavoidable, the Group will alternatively find ways
to mitigate its effect brings to the environment, such as planting

trees in its Chongging production site in order to reduce Co,.

Throughout the current financial year ended, the Group is not
aware of any material non-compliance with laws and regulations
relating to air and greenhouse gas emissions, discharges into water
and land, and generation of hazardous and non-hazardous waste
that have a significant impact on the Group.
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SOCIAL RESPONSIBILITY

Employment and labour practices

Our team of 611 employees (31 December 2017: 896) are the
most important asset of the Group. The Group is devoted to
shape a non-discriminating, diverse, fair and harmonious workplace
disregard of the number of employees. The Group comply straightly
with all applicable rules and regulations of the “Labour Law of
the People’s Republic of China” and “Employment Ordinances of
Hong Kong Administrative Region”.

The Group seeks and welcomes people with talent and passion.
We are committed to establishing an inclusive, diverse and
discrimination-free culture in our Group.

The Group complies with national laws and regulations, and treats
all job applicants equally without any unequal restrictions and
unequal preferential policies and provides equal opportunities for
all job applicants. Moreover, the recruitment process is open and
transparent and is monitored with no backroom deals allowed. The
Group also complies with the labour law and will not employ any
child labour.

On employment of employees, all job positions are open to all
with equal opportunities, decided with no discrimination on sex,
race, religion, gender, age and disability basis, and selected on
skill and competency basis. We identify potential new hires using
appropriate assessment tools and regularly review our recruitment
mechanism to ensure criteria for recruitment aligns with our up-
to-date requirements. The Group also consider internal promotion
and job rotation to ensure equal opportunities are given to
existing employees. The Group treats all employees equally and
consideration for issues such as employment, salary, benefit
package, bonus, promotion and dismissal is solely based on their
education background, professional qualifications and competency,
and male and female employees are treated equally. At all time,
we comply stringently with all applicable local rules and regulations
in anti-discrimination.
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SOCIAL RESPONSIBILITY (Continued)

Employment and labour practices (Continued)
Employees’ remunerations are determined with reference to
the market level as well as their competency, qualifications
and experience. The Group has established a comprehensive
performance review mechanism in order to evaluate performance
of employees openly and fairly. The Group offers competitive
remuneration and benefit package to employees to express our

great gratitude towards their effort.

The Group treasury employees as the most important core asset.
In addition to operating its business diligently and attending
to the needs of employees, the Group pays close attention to
employees’ work and life balance. Employees’ balanced life style
can improve the overall efficiency of the Group. Therefore, the
Group shall comply with local regulations and policies to ensure
proper employees’ working hours and rest days. For example,
Beijing vehicle design centre arranges rest days for employees in
accordance with its Attendance and Vacation System. Furthermore,
to strengthen employees’ sense of belonging to the Group and
create a harmonious working atmosphere, the Group adopts a
series of policies to ensure the work and life balance as follows:
Ensure employees have proper breaks and leaves according to
the relevant laws and regulations in mainland China and Hong
Kong; Target to create a harmonious working atmosphere and a
comfortable workplace; Concern about employees’ health and care
for their families.
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SOCIAL RESPONSIBILITY (Continued)
Employment and labour practices (Continued)
As at 31 December 2018, the Group had 611
(31 December 2017: 896), with details as follows:

employees

Employment stauts
{EEAR R

31 December 2018
—E-N\F+=ZA=+—H

31 December 2017
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Gender
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31 December 2017
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Age Group
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SOCIAL RESPONSIBILITY (Continued)

Employment and labour practices (Continued)

In addition to our employees, we also believe board diversity
plays an important role in enhancing the Group’s sustainable
development. Nomination Committee was established not only
to recognise the terms of relevant Code Provisions of the Stock
Exchange Code, but also to review the structure, size, composition
and diversity of the Board from time to time. In designing the
Board’'s optimal composition, a range of diversity perspectives with
reference to the Group’s business model and specific needs will be
considered, including but not limited to gender, age, culture, race,
educational background, professional experience, knowledge and
skills.

As at 31 December 2018 and 2017, details of our Board as follows:

Gender

MR

31 December 2018
—E-NE+=ZA=+—-H

31 December 2017
—E2—tF+=ZHA=+—8H

Age

FiR

31 December 2018
—E-NF+ZHA=+—-H

31 December 2017
—Z2—tHt=-A=t+-H

T EEE)

EBRERERFZFIERE)

GREEEm  BRPTEEEEFEXNES
TEE R AKRENAIRFEEREEER
fEM - KU IRBEZEETERRETHR
P AR R < AR SCRO IR 3R TR B TN iR T
E=gnRE  ABC-dARkZTl &
REEFENENREMASR  82FX
SEEXEBRAMBERL  —FRIZT
LBIBETEE  BRETRRVMR - F
e b BK HEER HELR-
RGN B o

RE—NEFEN—_E—+F+-_A=1+—
H ZEF20NFB0T:

B Male B Female
St pegia

M Age below 45 M Age above 45
A55AT 455 £

Designation
i \ \ \ \
31 December 2018 o
—Z2-N\ft+=ZA=t+-H 50%
31 December 2017 o
—2—t£+=A=+-8 0%
\ \ \ \
W Executive Director M Non-Executive Director Independent Non-Executive Director
WiTES FHITESE WU IFTES
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SOCIAL RESPONSIBILITY (Continued)

Health and safety

Safety is the top priority in everything we do. In order to achieve
our goal of zero injuries, we pay special attention to providing a
healthy and safe working environment for all of our employees.
To meet our goal of zero injuries, we strive to integrating health
and safety considerations into all aspects of our business activities.
Relevant policies in Chongqing production base as follows,
including but not limited to:

o Complying fully with all applicable laws and regulations;

o Providing trainings, such as safety use of equipment,
emergency management and rescue, etc, regularly to
enhance staffs’ awareness of relevant health and safety
issues;

o For high-temperature maintenance and holiday maintenance,
risk control measures and the site monitoring program of
key project were determined at special seminars, and safety
production conditions were reported, achieving zero safety
accidents during holidays and high temperature maintenance
holiday;

o Posting occupational safety signs in every operation sites to
alert workers the importance of occupational safety;

o Reviewing and revising safety guidelines from time to time;

o Performing regular check on machines and equipments to
ensure they are properly functioning; and

o Carrying out emergency drills periodically to enhance the
ability of emergency preparedness and response of workers.
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SOCIAL RESPONSIBILITY (Continued)

Health and safety (Continued)

In respect of construction business operation, it is vital for our
employees and subcontracted workers to be on the alert for
potential hazards, and follow strict safety protocol when working
onsite. Our occupational health and safety management system
has been certified compliance with OHSAS 18001, which is aligned
with international standards of best practice. We work closely with
our subcontractors to ensure that all subcontracted workers we
engage are given comprehensive safety training during different
project stages:

o Risk assessment is conducted on each project at the outset
to identify the risks associated to determine and implement
relevant precautionary measures

o Induction trainings are provided before commencement of
work
and

o Site-specific training is organised when technical

complicated work procedures are to be executed

As well as attending today-to-day health and safety considerations,
we must be prepared for the unexpected. To augment the ability
of emergency preparedness and response of our employees, all of
our operating companies are required to carry out emergency drills
and safety exercises periodically according to applicable national
laws and regulations as well as emergency preparedness plans.

We also believe that regular education and training play a vital
role in raising and maintaining the occupational health and safety
awareness among our people at all times. We covered topics
such as safety use of equipment, prevention and handling of
accident, emergency management and rescue, production safety
and corresponding laws and regulations, fire protection knowledge,
etc.
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SOCIAL RESPONSIBILITY (Continued)

Health and safety (Continued)

In the event of any safety incident at work, our employees have to
report and investigate the incident in accordance with the Group’s
policy. All employees must report to their supervisors in respect of
any accident at work for immediate implementation of appropriate
protective measures.

In both the current and prior reporting year, our Chongging
production plant and achieved the Group’s goal of zero fatalities.

g BEGE)
RERZ2 (M)
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Safety performance

ZERE

Year ended
31 December

Year ended
31 December

2018 2017
85z BH=E
—E-N\£F —E—+tF
+=A=+—H8 +=ZA=+—H
LFE IEFEE
Chongging production base ERLEEN

Fatalities LT R E = —
Number of lost time injuries BAIRNIERE — 1
Number of days lost BRXH™ — 43
Number of occupational disease BERTH — —

Civil Engineering and Construction HFBt AKIE K

Business in Hong Kong BEXK

Fatalities TR — 1
Number of lost time injuries BRAIRIERH 7 10
Number of days lost BERXH 24 44
Number of occupational disease BERTRH — —
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SOCIAL RESPONSIBILITY (Continued)

Development and training

The Group considers that the capabilities of our employees are
the key requirements to maintain the Group’s sustainability and
to increase the revenue for the Group. The Group offers different
types of training programs regularly and on needed basis for
employees to improve their skills and satisfy position needs.
Meanwhile, the Group encourages employees to actively participate
in position-related trainings organized by external institutions in
order to enhance individual professional quality and efficiency, the
costs of which would be paid by the Group on application and by
discretion of the senior management.

Labor standards

The Group has a comprehensive human resources policy in place
regarding recruitment, dismissal, leaves, holidays and benefits to
support our works on manpower resources. The Group stringently
complies with the People’s Republic of China and the Hong
Kong Special Administrative Region labor laws and employment
regulations, and has totally forbidden recruitment of child labor
and forced labor.
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SOCIAL RESPONSIBILITY (Continued)

Labor standards (Continued)

Child Labour Prevention Policy

The Group strictly abides by national laws and regulations and
prohibits the use of child labour. To effectively avoid the use
of child labour, applicants are required to be at least 18 years
old as set out in the recruitment advertisement. Applicants’
identification documents and resumes are also carefully checked
during recruitment to verify their age. Accordingly, a job applicant
will only be interviewed after verification of his or her identification
document in order to avoid employing child labour using the
others’ identification document. Through annual review on
child labour and daily management, the Group will immediately
terminate any employment which is identified as use of child
labour.

Forced Labour Prevention Policy

The Group strictly abides by national laws and regulations and
prohibits all forms of forced labour. The following measures are
implemented strictly: A labour contract or internship agreement
shall be signed by every employee on fair and voluntary basis;
Detention of an employee’s identity card, temporary residence
permit or other identification documents is strictly prohibited; No
department or person is allowed to physically abuse, assault, body
search or insult an employee or to restrict an employee’s personal
freedom by locking up workplace or employee quarters; and No
department or person is allowed to force an employee to work by
any means of violence, threat or unlawful restriction of personal
freedom. The overtime work is required to be arranged under such
principle by the Group to prevent all involuntary overtime work.
Any identified deviation from this principle shall be investigated
immediately.

In both 2018 and 2017, there were zero reported cases of
discrimination and unethical labor practices.
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SOCIAL RESPONSIBILITY (Continued)

Operation practices

As the Group regards supply chain competitiveness as one of the
core corporate competitiveness, we have maintained supply chain
management strategy of balancing between quality and efficiency.
At all time, the Group adheres to the principle of integrity first
and conducts business according to the operation practices which
are compliance with the local rules and regulations.

Supply chain management

Our supply chains mainly cover three general categories: (i) office
supply chains; (i) raw materials of automotive engine supply chains;
and (iii) construction work with subcontractors and suppliers.

The Group recognises the supply chains play in an important
role in the overall sustainability performance. Stringent guidelines
were adopted to guide the assessment of suppliers. Suppliers are
assessed for their capability to fulfil our business needs based on
a price and non-price factors such as labor practices, environment
and quality.

Automotive engine supply chains

The Group applies a systematic method to choose its suppliers in
respect of automotive engine supply chains based on the following
capabilities:

o Quality Management — Taking into consideration the quality
of raw materials sourced from the supplier.

o On-Time Delivery — Determining if the products we ordered
are delivered on time, and whether all of the ordered
products were actually delivered.

o Logistics Process Management — Assessing the accuracy of
the delivery, that is, whether the delivery was made according

to our delivery time, delivery date and delivery location.

o Others — Following other supply chain management
considerations stipulated by the Group.
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SOCIAL RESPONSIBILITY (Continued)
Supply chain management (Continued)

Automotive engine supply chains (Continued)

We have placed strict controls over our suppliers. We have put in
place a set of criteria that must be met by our suppliers. If a certain
supplier does not meet our criteria, we will then not use that
supplier. For example, if a supplier loses the safety license, we will
stop using that supplier. During the period of business association
with the supplier, the Group would conduct regular evaluation of
the supplier, in which a comprehensive evaluation of performance
would be carried out annually to ensure our products will not be
affected by the quality issues of the suppliers’ products.

Procurement department of the Group will continuously seek
potential new suppliers in an attempt to find more reliable and
price competitive products for operation. To further enhance the
sustainability of the supply chains, the Group tried to source goods
locally whenever possible. In both 2018 and 2017, all suppliers of
our Chongging manufacturing plants were located in the Mainland
China. During the current financial year ended 31 December
2018, we procured from 7 (2017: 6) key suppliers' for a total
of RMB74,270,000 (equivalent to approximately HK$88,124,000)
(2017: RMB419,549,801 (equivalent to approximately
HK$483,908,740)), which constitutes to approximately 35%
(2017: 40%) of the total purchase amount of our Chongging
manufacturing plants.

Key Suppliers Purchase Amount by City
BB EHERRECE

31 December 2018
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SOCIAL RESPONSIBILITY (Continued)
Supply chain management (Continued)

Civil Engineering and Construction supply chains

During construction projects, we have to work with different
subcontractors and suppliers. Therefore supply chain management
is important to the Group’s provision of quality construction work.
We have well-established procedures regarding the selection and
control of subcontractors and supplier partners. The Selection of
Subcontractor and Supplier Policy documents our procedures in
selecting suppliers for projects, and requires cautious assessment of
suppliers based on criteria like reputation, capability, work quality,
experience and other relevant factors.

During the course of project we continue to monitor supplier
performance, and adopt adequate control measures to ensure that
the purchased product conforms to project specifications. Every
year, we evaluate supplier performance to help determine if the
supplier qualifies to stay in our Approved Subcontractors/Suppliers
List. Supplier behaviours are guided by the Supplier Code of
Conduct and site visits are performed to confirm their compliance
to the questionnaire.

Encouraging Good Labour Practice

Not only are we committed to treating our own people fairly
and with respect, we also require our construction subcontractors
to follow sound labour practices. At a minimum, we expect our
subcontractors to operate with integrity, treat their people fairly
and ensure compliance with all applicable laws and regulations.
We will hold regular meetings with subcontractors to ensure they
and their workers align with our environmental protection policy.

Supporting Local Subcontractors

We choose to work with subcontractors in Hong Kong whenever
possible. Throughout 2018, all of our subcontractors are located in
Hong Kong. We believe that in doing so, we contribute to the local
economy. We will also assess the viability of incorporating more
medium or even social enterprises in our supply chain to promote
local entrepreneurship.
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SOCIAL RESPONSIBILITY (Continued)

Supply chain management (Continued)

Construction Worker Safety

We have a stringent occupational health and safety management
system that meets the OHSAS 18001 standard. We will conduct
safety assessment on our subcontractors to ensure all constructions
are undertaken in a safe manner. Regular meetings are held
between our project manager and subcontractors to discuss a
variety of matters including the health and safety aspects of the
project.

Prior to construction project commencement:
o Conduct safety assessment on subcontractor and the project

o Site safety induction training specific to the conditions of
individual sites

During the project:

o Communications are frequently held to enhance alertness of
workers

o Meetings with subcontractors and perform site visit to keep
track on progress and quality of work
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SOCIAL RESPONSIBILITY (Continued)

Product responsibility of Chongqing automotive
production base

Product responsibility is one of the critical concerns of the Group at
all time. We believe that our commitment to enhancing the quality
of products is instrumental in maintaining our overall reputation.
We are committed to providing customers with quality and safe
products. All new joined employees are required to participate
compulsory training program to ensure they are well trained for
their position and understand the product standard of the Group.
We also conduct stringent quality assurance programs and quality
control procedures. All automotive engines must be tested for
their safety and quality before selling to ensure they meet specific
safety standards under the industry regulations. In case of any
noncompliance or material quality issues found on our products,
we also have relevant task force to handle.

The Group is well aware that high-quality products are essential
to long-term business development, and hence, all products of
the Group are subject to quality inspection procedures. Chongqging
production base apply the three guarantees policy on sale of
automotive engine, parts and components in accordance with
national standards, which provides warranty on all the automotive
engine, parts and components as a commitment to after-sales
service. The quality inspection procedures are as follows:

o The Group will only purchase raw materials from suppliers
with a product quality certificate;

o Upon completion of production, the products will be sent to
the Inspection Unit of the Quality Department to verify their
safety and quality;

o A verification report will be issued by the Inspection Unit
upon completion of the verification;

o Only the qualified products will be launched to the market
for sales; and

o The rejected products and verification reports will be verified
again after such products are refurbished.
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SOCIAL RESPONSIBILITY (Continued)
Quality Management of Civil Engineering and

Construction Business in Hong Kong

We believe that our commitment to enhancing the quality of our
management and construction works is instrumental in maintaining
our overall reputation. In pursuit of quality, we implement and
operate a quality management system in accordance with the
requirements of ISO 9001.

To ensure delivery of quality work to our customers, our project
team members are well trained in implementing our quality control
measures which comprise monitoring, verifying and validating the
construction, installation works and materials before delivery of
completed project works to our customers. Regular inspection will
be conducted by our project team members to ensure that the
work completed conforms to the specifications and requirements
set out in the relevant contract.

Meanwhile, the Group recognises the importance of its supplier
and customers’ personal data protection. The Group has
established stringent guidelines to protect and monitor personal
data and privacy. Personal data of our suppliers and customers
are treated as highly confidential and accessible only by authorised
personnel. Internal trainings were organized in order to ensure
employees have well understanding of those policies so that
relevant guidelines could smoothly enact. We are also devoted to
protect intellectual property rights and trademarks of our suppliers
to support their business interests and confidentiality.

Anti-corruption

The Group is committed to providing quality products and services
to customers and all employees must perform duties at the highest
level of integrity, commitment and professionalism. The Group
has implemented policies on anti-corruption in order to prevent,
detect and report misconduct. The Group also provide guidance
for all employees which are made for the purpose of setting out
the standard of behavior we expected for our employees, such as
acceptance/offer of gifts or entertainment during the course of
soliciting business, conflict of interest and outside employment.
The Group encourages and enables employees to raise serious
and material concerns on anti-corruption and in case there is
any doubts. All reporting will be treated as confidential and in
a sensitive manner. At the same time, the Group also welcomes
communication and consultation. With the implementation of clear
policies, the Group reported no bribery nor corruption cases in
both 2018 and 2017.
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SOCIAL RESPONSIBILITY (Continued)

Community

Community investment

We understands well the importance of making a positive
contribution to the communities where the Group operates,
and sees the interests of the communities as one of its social
responsibilities The Group supports a harmonious and sustainable
working environment. Concerning the needs of local community,
the Group creates job opportunities in our main operating site
located in Chongging by employing over 300 local residents there.

We encourage our employees to actively participate in charitable
activities at all time. In the coming year, we target to engage
different community groups to support and add value to
communities. We will also invest our money into communities
whenever possible.

OUTLOOK

We would like to take this opportunity to extend our sincere
gratitude to our employees, suppliers, shareholders and other
stakeholders for their long-term support and trust to the Group.
The feedbacks from these parties are of great value to us in forming
our business strategy to focus on their needs. “Excellence is not a
destination; it is a continuous journey that never ends”. Although
we believe that our performance has granted positive recognition
in the current financial period, there is still more to be done. In
the coming year, we will continue to strive to implement the best
practices in corporate social responsibility to advance the global
sustainability agenda at large.
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ASSURANCE | TRANSACTIONS I ADVISORY

ZENITH%‘\%

To the shareholders of Bisu Technology Group International
Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Bisu
Technology Group International Limited (the “Company”) and its
subsidiaries (the “Group”) set out on pages 105 to 231, which
comprise the consolidated statement of financial position as at
31 December 2018, and the consolidated statement of profit or
loss and other comprehensive income, the consolidated statement
of changes in equity and the consolidated statement of cash flows
for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

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

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

MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

We draw attention to note 2
statements, which indicates that the Group incurred a net loss
of HK$703,767,000 during the year ended 31 December 2018
and, as of that date, had net liabilities of HK$92,959,000. This
conditions, along with other matters as set forth in note 2, indicate
the existence of a material uncertainty which may cast significant
doubt on the Group’s ability to continue as a going concern. Our
opinion is not modified in respect of this matter.

in the consolidated financial

KEY AUDIT MATTERS

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

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial
statements section of our report, including in relation to these
matters. Accordingly, our audit included the performance of
procedures designed to respond to our assessment of the risks of
material misstatement of the consolidated financial statements. The
results of our audit procedures, including the procedures performed
to address the matters below, provide the basis for our audit
opinion on the accompanying consolidated financial statements.
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KEY AUDIT MATTERS (Continued)

Key audit matter

How our audit addressed the key audit matter

Impairment assessment of goodwill, intangible assets and property, plant and equipment

As at 31 December 2018, the Group had goodwill,
intangible assets and property, plant and equipment
amounting to HK$297,552,000, HK$88,618,000 and
HK$37,574,000, respectively, relating to the cash-
generating unit of the development, production and sale
of the Automotive Engines Business (the “Automotive
Engines CGU"). In accordance with HKAS 36 /mpairment
of Assets, management of the Company is required to
test goodwill for impairment annually. Management of
the Company is also required to determine whether there
are any impairment indicators for the intangible assets
and property, plant and equipment with reference to the
recoverable amount of the Automotive Engines CGU.

A provision for impairment of goodwill and intangible
assets of HK$174,933,000 and HK$430,928,000
respectively, in respect of the Group’s Automotive Engines
CGU was made for the year ended 31 December 2018.

We focused on this area because this impairment
assessment is based on the recoverable amount of
the Automotive Engines CGU, which is determined by
a value in use calculation, which requires significant
management’s judgement with respect to a pre-tax cash
flow projection based on the financial budget approved by
management covering a five-year period. The projection
is largely based on management’s expectations and
estimates of future results of sale of automotive engines.

Disclosures in relation to goodwill, intangible assets and
property, plant and equipment are included in notes 4,
14, 15 and 16 to the consolidated financial statements.

Our procedures in relation to management’s
judgements used in the impairment assessment of
the Group’s Automotive Engines CGU included:

— Understanding, evaluating and testing the key
controls over the preparation and approval of
the cash flows forecast;

— Assessing the competency, objectivity and
independent of the external valuer used by
management,

—  Discussing with the external valuer their work
scope, and assessing the appropriateness of
the valuation methodology used based on our
industry knowledge and market practices;

— Assessing reasonableness of the key
assumption used by the external valuer and
management such as revenue growth rate,
terminal growth rate and discount rate by
comparing these assumptions against relevant
market data and industry research;

— Comparing the current year actual results
with the prior year forecasted results
prepared by management for the automotive
engines business to ascertain the reliability of
management’s forecast; and

—  Testing the arithmetical accuracy on the value

in use calculation of the automotive engines
business.
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KEY AUDIT MATTERS (Continued)

Key audit matter

How our audit addressed the key audit matter

Recoverability of accounts and bills receivables

As at 31 December 2018, accounts and bills receivables
amounted to HK$517,254,000, which accounted for
a significant amount in the consolidated financial
statements. In assessing the recoverability of accounts
and bills receivables, management exercised significant
judgements to evaluate the collectability from individual
customers after taking into account their creditworthiness,
whether they have financial difficulties, experience of
default or delinquency in interest or principal payments,
the probability that they will enter bankruptcy, aging
analysis and forecast of future events and economic
conditions which may impact the recoverability of trade
receivables. The judgements applied by management have
a significant impact on the level of provision required for
accounts and bills receivables.

Disclosures in relation to accounts and bills receivables are

included in notes 4 and 21 to the consolidated financial
statements.

. N

Qur

procedures in relation to management’s

judgements used in the recoverability of accounts and
bills receivables included:

Understanding and evaluating the operating
effectiveness of key internal controls which
govern credit control, debt collection and
estimate of expected credit losses;

Testing on a sample basis the ageing of accounts
and bills receivables as at year end;

In respect of accounts and bills receivables
balances which are past due, additional
procedures were performed to evaluate their
historical progress payment records, settlement
plan, assessing whether the customers are
experiencing financial difficulties, default
or delinquency in principal payments, and
assessing the probability that the customers will
enter bankruptcy with reference to available
information;

Evaluating the level of provision made by
management for accounts and bills receivables
using forward-looking and historical information;
and

Assessing the competency, objectivity and
independent of the external valuer used by
management and discussing with the external
valuer their work scope, and assessing the
appropriateness of the valuation methodology.
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KEY AUDIT MATTERS (Continued)

Key audit matter

B RETRE

How our audit addressed the key audit matter

Revenue recognition contributed from construction works

During the year ended 31 December 2018, the Group
has recognised contract revenue from civil engineering
and construction works of HK$466,900,000. Revenue
from fixed price contract work is recognised progressively
over time using the output method, based on direct
measurement of the value of contract work performed,
provided that the value of contract work performed
can be measured reliably. The value of contract work
performed is measured according to the completion of
specific detailed components as set out in the contract.
Variation in contract work are recognised as contract
revenue to the extent that the modification has been
approved by the parties to the contracts and it is highly
probable that a significant reversal in the amount of
cumulative revenue recognised will not occur. The Group
reviews and revises in the budget prepared for each
construction contract as the contract progresses.

When determining the total budgeted costs, significant
estimation is required and management makes reference
to information such as current or recent offers from
subcontractors and suppliers, variation orders received
from customers and estimation on project material costs,
labour costs and other costs for the completion of the
projects provided by the quantity survey department.

We identified revenue recognition of construction assets
as a key audit matter because there is an inherent risk of
manipulation of the timing of recognition of revenue by
management to meet specific targets or expectations. In
addition, significant management'’s judgement is involved
in estimating the total budgeted contract costs used
in determination of the contract costs recognised. Any
variations in estimates on the total budgeted contract
costs will affect the contract costs to be recognised.

Disclosures in relation to revenue and contract assets
are included in notes 4, 6 and 20 to the consolidated
financial statements.

Our procedures to assess the revenue recognition of
contract revenue and costs included:

— Evaluating the operating effectiveness of
key internal controls which govern revenue
recognition of construction contracts;

— Evaluating management’s estimation of
budgeted contract costs directly related
to a contract, which included staff costs,
subcontracting costs, materials and other costs
to be incurred for the relevant project;

— Inspecting contracts, on a sample basis, to
assess whether management recognised the
related revenue and costs in accordance with
the Group’s accounting policies;

— Conducting site visits to projects in progress
and discussing with the Group management
and project managers the physical status of
the projects in progress with reference to the
specifications in the contracts;

— Comparing, on a sample basis, revenue
transactions recorded during the year with
the underlying contracts and variation orders
(if any), progress report, photographs of
completed projects, invoices and bank-in slips
for settled balances and whether the related
revenue had been recognised in accordance
with the Group’s revenue recognition policies;

— Obtaining confirmations, on a sample basis,
from major contract customers and suppliers
of the Group to confirm revenue and costs
recognised during the year. For unreturned
confirmations, performing alternative
procedures by comparing details with
contracts, bank-in slips and other underlying
project related documentation; and

— Testing management’s processes of budget
estimation and payment of construction costs,
and compared last year’s budget against
current year’s budget and actual costs incurred
for the contracts.
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Independent Auditor’s Report

OTHER MATTER

The consolidated financial statements of the Group for the year
ended 31 December 2017 were audited by another auditor
who expressed an unmodified opinion on these statements on
21 March 2018.

OTHER INFORMATION INCLUDED IN THE ANNUAL
REPORT

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

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

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed,
we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing
to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

The directors of the Company are assisted by the Audit Committee
in discharging their responsibilities 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. Our report is made
solely to you, as a body, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person
for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs
will always detect a material 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.

misstatement when

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

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

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

o Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.
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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 Mr. Cheng Po Yuen.

Zenith CPA Limited

Certified Public Accountants
Cheng Po Yuen

Practising Certificate Number : P04887
Hong Kong

28 March 2019
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Year ended 31 December 2018
HE-_Z-N\F+-A=t+t—BLEE

2018 2017
—E-N\F —T—+F
Notes HK$'000 HK$'000
B 5 TEx FET
REVENUE PN 6 743,414 2,026,599
Cost of sales 8 & K AR (731,632) (1,837,649)
Gross profit E£ 7 11,782 188,950
Other income and gains, net Hoh e A R 5 % ER 6 86,357 26,241
Administrative expenses TR 2 (180,834) (52,109)
Research and development costs Bt 3% R AN (6,163) (23,140)
Finance costs B 75 & A 7 (75,107) (67,139)
Impairment of goodwill GRS 15 (174,933) —
Impairment of intangible assets EBEEERE 16 (430,928) -
Changes in fair value of a financial BRANBEEBE=RIER
asset at fair value through profit or 2 4@ EERANE
loss ) 17 — (2,91
(LOSS)/PROFIT BEFORE TAX BB AT (B E), B A 8 (769,826) 69,892
Income tax credit/(expense) FrigfiiE e, /() 11 66,059 (32,179)
(LOSS)/PROFIT FOR THE YEAR BRATBEEAEN
ATTRIBUTABLE TO OWNERS OF FR(ER) ER
THE PARENT (703,767) 37,713
OTHER COMPREHENSIVE Hi2m(EE) WA
(LOSS)/INCOME
Other comprehensive (loss)/income that 1% & HARS AT GE | #1 5
may be reclassified to profit or loss fEEEHENEME2ME
in subsequent periods: (B8) WA
Exchange differences on translation of & )& 5 2 # &) [& 34,
foreign operations =% (56,699) 113,529
OTHER COMPREHENSIVE FAHMEME
(LOSS)/INCOME FOR THE YEAR (B1]) WA (56,699) 113,529
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Year ended 31 December 2018
HE_ZT-N\E+-_A=+—RHIEE

- s Consolidated Statement of Profit or Loss and Other Comprehensive Income

2018 2017
= —E—tF
Notes HK$'000 HK$'000
£ FH T FHEIT
TOTAL COMPREHENSIVE (LOSS)/ B ATEEAEGAEZE
INCOME ATTRIBUTABLE TO (B8) W AEEE
OWNERS OF THE PARENT (760,466) 151,242
(LOSS)/EARNINGS PER SHARE BATRBEEAEEER
ATTRIBUTABLE TO OWNERS OF (B8 BF
THE PARENT 13
Basic (HK cents) EHEARGEA) (351.9) 18.9
Diluted (HK cents) #5E (B (L) (351.9) 16.6
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As at 31 December 2018
RZF—-—N\F+=ZA=+—H

2018 2017
= % —E-tF
Notes HK$'000 HK$'000
(= FHE T FHEIT
NON-CURRENT ASSETS ERBEE
Property, plant and equipment mE - wERERE 14 38,592 44,816
Goodwill B 15 297,552 498,343
Intangible assets BEEE 16 88,618 556,230
Accounts and bills receivables & U BR 3 K U = IE 21 256,395 —
Deposits i 22 — 566
Total non-current assets ERBEELE 681,157 1,099,955
CURRENT ASSETS REBEE
Inventories FE 18 106,804 62,776
Gross amount due from customers FEREFHEY
for contract work TREFERE 19 — 66,530
Contract assets ENEE 20 197,521 —
Accounts and bills receivables JE Wt B 3K I B MR 4R 21 260,859 1,193,132
Prepayments, deposits and EBRKIE - ek
other receivables H fib i I 3k 22 34,078 18,536
Cash and cash equivalents BHehIRESED 23 26,971 68,623
Total current assets MEBEERE 626,233 1,409,597
CURRENT LIABILITIES REEE
Accounts payable J& 1~ BR 3R 24 340,760 669,677
Tax payable JE ¢ 18 2,776 13,210
Other payables and accruals HiENRLEREA 25 87,728 121,342
Interest-bearing bank and other FTRERTT R H A A K
borrowings 26 64,255 46,433
Convertible bonds AR ES 27 — 387,665
Total current liabilities nBaEeE 495,519 1,238,327
NET CURRENT ASSETS RBEEFE 130,714 171,270
TOTAL ASSETS LESS CURRENT EEHLERARBER
LIABILITIES 811,871 1,271,225
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As at 31 December 2018
RZZE—NF+=ZA=+—H

2018 2017
—E-N\F —tF
Notes HK$'000 HK$'000
=3 FHE T FHE T
NON-CURRENT LIABILITIES FREBEE
Other payables and accruals HimENRLKERER 25 7,944 —
Interest-bearing other borrowings FFEER 26 6,000 —
Convertible bonds MR ES 27 352,411 —
Promissory notes ZEGTIE g 28 512,387 473,918
Deferred tax liabilities ELEHBARE 29 26,088 94,693
Total non-current liabilities mBEaERE 904,830 568,611
Net (liabilities)/assets (BRE) EEFE (92,959) 702,614
EQUITY EE
Equity attributable to owners BRAREEABGEESR
of the parent
Share capital fi% 7 30 2,000 2,000
Equity component of convertible bonds ] # % (& % < # z 5 5 27 375,576 390,716
Reserves f#E 32 (470,535) 309,898
(Deficiency in assets)/total equity (BEBE/),BERS (92,959) 702,614
Lam Wah Xing Bin
ME B E
Director Director
EE o
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Year ended 31 December 2018
HE-_Z-N\F+-A=t+t—BLEE

Attributable to owners of the parent

BRAREBARL
Equity (Deficiency
Statutory ~ Exchange  component Share  (Accumulated in assets)/
Share Share surplus fluctuation of convertible option loss)/ total
capital  premium reserve reserve bonds reserve  retained profits equity
EEEH  NERD TRREZZ (RitER)/ (EEE4)/
RE ROEE NS fi BETD BRERR REER BER
HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThEr  TEx TER TERL TERL TER TER TERL
(note 32(a)) (note 32(b)
(B &£ 3260) (B ££3210)
At 1 April 2017 RZE-+§MA-A 2,000 45,486 22,924 (78,895) 390,716 6,395 162,746 551,372
Profit for the year REEET - - - - - - 37713 37713
Other comprehensive income REREMZENA:
for the year:
Exchange differences on RERNEBR
translation of foreign EXEE
operations - - - 113,529 - - - 113,529
Total comprehensive income TEE2ENAGE
for the year — - - 113,529 — - 37713 151,242
Equity-settled share option RELERRERH
arangements (note 31) (Br31) - - - - - (6,395) 6,395 -
Transfer from retained profits BYHERBER - - 11,939 - - - (11,939) -
At 31 December 2017 RZZ-t%
+-A=1-H 2,000 45,486* 34,863* 34,634 390,716 - 194,915 702,614
Effect of adoption HKFRS 9 RREEHBREE
(note 3.2) IR TR (H332) - - - - - - 19,967) (19967)
At 1 January 2018 (restated) RZE-\§-A-H
(BE5) 2000 45486 34,863 34,634 390,716 - 174,948 682,647
Loss for the year FFEEE - - - - - - (703,767)  (703,767)
Other comprehensive loss rERABZERR:
for the year:
Exchange differences on RERNEBR
translation of foreign EXEE
operations - - - (56,699) - - - (56,699)
Total comprehensive income AEE2ERAGE
for the year — - - (56,699) — - (703,767) (760,466)
Extinguishment of convertible bonds & T B E - - - - (15,140) - - (15,140)
Transfer to retained profits BYZRGER - - (34,863) - - - 34,863 -
Transfer from retained profits HRBEHNER - - 1,085 - - - (1,085) —
At 31 December 2018 RZZ-N\F
T-F=1-H 2,000 45,486* 1,085 (22,085)* 375,576 = (495,041)* (92,959)

* These reserve accounts comprise the consolidated negative reserve
of HK$470,535,000 (2017: positive of HK$309,898,000) in the

consolidated statement of financial position.

1F309,898,000/8 7T) °

* Transfer of statutory reserve to retained profits as a result of dividend  *
distribution between subsidiaries.

L N
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Year ended 31 December 2018
HEZZ - \FF+ZA=1T—HILEFE

we» Consolidated Statement of Cash Flows

=

2018 2017
—E-N\F —E—+tF
Notes HK$'000 HK$'000
Bt & TAER FET
CASH FLOWS FROM OPERATING REEBELENBRERE
ACTIVITIES
(Loss)/profit before tax BREAT (B 8B) /% A (769,826) 69,892
Adjustments for: STIIEEEHAE:
Finance costs B E R 7 75,107 67,139
Interest income B U A 6 (7) (7)
Depreciation e 8 6,398 5,742
Amortisation of intangible assets EEE % 8 26,371 61,754
Loss on disposal of items of HEWME  HBENRHE
property, plant and equipment HEWEE 6 209 —
Changes in fair value of a financial asset AR EBEBIEZRIIEZ
at fair value through profit or loss EREEAAREER 17 — 2,911
Gain on modification of promissory notes  1& B & i Z 15 Uk 2% 6 — (15,160)
Gain on extinguishment of convertible BBRARRESD
bonds I &= 27 (80,757) —
Impairment of goodwill BERE 15 174,933 —
Impairment of intangible assets BREEERE 16 430,928 —
(136,644) 192,271
Increase in inventories EX=g: il (44,028) (8,390)
Decrease/(increase) in gross amount due EUREFMNAENIIERAE
from customers for contract work B/ (38 0) 66,530 (39,410)
Increase in contract assets AHBEEMN (198,166) —
Decrease in accounts and bills receivables & U BR % & JiE Ug 2= 48 34l 656,556 272,490
Increase in prepayments, deposits and other JEFRIE » & & I H Hh fE UK
receivables A (14,976) (2,842)
Decrease in accounts payable JE A BR FUR (328,917) (312,335)
Decrease in other payables and accruals HipENRRFERER R (25,670) (37,221)
Cash (used in)/generated from operations &% (Fif)/ ELXNBE & (25,315) 64,563
Interest received B F B 7 7
Interest paid B F A (6,275) (4,152)
PRC corporate income tax paid ERNHBEPEMREH (12,697) (48,192)
Hong Kong profits tax (paid)/refunded (BR)/BREEBFEH (12) 3177
Net cash flows (used in)/from REEBFER)/EEN
operating activities BeneFE (44,292) 15,403
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Year ended 31 December 2018
HE-_Z-N\F+-A=t+t—BLEE

2018 2017
—E2-N\F ZT—+tF
Notes HK$'000 HK$'000
B & TAERT FAT
CASH FLOWS FROM INVESTING REEXEBEENRERE
ACTIVITIES
Additions of items of property, REVME KERREEHA
plant and equipment (2,491) (2,132)
Proceeds from disposal of items of property, HEWE « B KRR EHEE
plant and equipment P15 5/ 38 5 —
Net cash flows used in investing activities R &EBFERANELREFE (2,486) (2,132)
CASH FLOWS FROM FINANCING MEXBELENRERE
ACTIVITIES
New interest-bearing bank and other gt ERIT R EME R
borrowings 22,490 26,433
Repayment of interest-bearing bank and EEFERITREMER
other borrowings (3,933) —
Net cash flows from financing activities MEXEBELN
Reng8Fa 18,557 26,433
NET (DECREASE)/INCREASE IN CASH BeRBSEANED)
AND CASH EQUIVALENTS b ID=R- (28,221) 39,704
Cash and cash equivalents at FU,/BUNRE R
beginning of year/period BeEEY 68,623 24,899
Effect of foreign exchange rate changes, net #IE [ % & 8) & £ )5 58 (18,696) 4,020
CASH AND CASH EQUIVALENTS EXR/BRAHNREER
AT END OF YEAR/PERIOD ReEEEY 21,706 68,623
ANALYSIS OF BALANCES OF CASH AND BE&REXRMIIZ
CASH EQUIVALENTS AS STATED IN ReRBAELZEY
THE STATEMENT OF CASH FLOWS AW
Cash and bank balances e RRITHER 23 26,971 68,623
Bank overdrafts BITEX 26 (5,265) —
Cash and cash equivalents as stated in the BRE&REXMIZ2RE K
statement of cash flows BeEEY 21,706 68,623
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NE+=ZA=+—H

CORPORATE AND GROUP INFORMATION

Bisu Technology Group International Limited (the “Company”)
is an exempted company with limited liability incorporated
in the Cayman Islands. The registered office address of the
Company is located at Cricket Square, Hutchins Drive, PO
Box 2681, Grand Cayman, KY1-1111, Cayman Islands. The
principal place of business of the Company is located at Room
1001, 10/F, Wing On Centre, 111 Connaught Road Central,
Hong Kong.

During the reporting period, the Company and its subsidiaries
(collectively referred to as the “Group”) were principally
engaged in the following principal activities:

o Development, production and sale of the automotive
engines (the “Automotive Engines Business”).

o Civil engineering works and building construction
and maintenance works (the “Civil Engineering and
Construction Business”).

In the opinion of the directors, the immediate holding

company and the ultimate holding company is Youth Force
Asia Ltd., a company incorporated in the British Virgin Islands.

Bisu Technology Group International Limited Lt 3 &l 5 & B E R B R A 7

1.

REAIREEEH
HEMBREEBERERQATERRD
AR —HERSFSTMK I
E#MRERRDAE o QA H) T
= J& {2 7 Cricket Square, Hutchins
Drive, PO Box 2681, Grand Cayman,
KY1-1111, Cayman Islands ° 22 A )
TELSEMBLURNEETHBR M
55 ok & FL0KE 1001 E ©

WEMAE - ARR R ENE QR (G
[(REEDETRRETIEZRES:

s FH¥ LERHEIEZDH
(MREEPEER]) -

e ITARIREBEBUREBFEER
FEXEB(LEARIRERZESR
7l e

BEERE HEEBRAR M&EE
A% A @] AYouth Force Asia Ltd. (—
REBREZBESFME L Z2RA) -



CORPORATE AND GROUP INFORMATION 1.

(Continued)

Information about subsidiaries
Particulars of the Company’s principal subsidiaries are as

follows:

Place of
incorporation/
registration and

Nominal value of

issued ordinary share

31 December 2018
T N\F+=ZA=+—H

RAREEENE)

FENBARZESR
ARBZETEZMBERRFBHT:

Percentage
of equity
attributable to

Company name business capital  the Company  Principal activities
HMARL BR ERTEER AT AL
NEEH REFEMH R E & EZEDL TEXK
Direct Indirect
HE i #
Chongging Bisu Yunbo People’s Republic RMB60,000,000 — 100 Development,
Motor Technology of China A K #:60,000,0007T production and
Limited** (“Bisu Yunbo") ("PRC") sale of automotive
ERNREFHARBEAER FEARANE engines
DR ((LREE]) (MR &) M HER
HEREEIK
Excel Engineering Company Hong Kong HK$23,288,000 — 100 Civil engineering
Limited BB 23,288,000/ 7T works and building
BEIRZBRAA construction and
maintenance works
TARIBUREF
BERREER
Excel Construction Hong Kong HK$1 — 100 Leasing of equipment
Development Limited 0 BT for construction
works
METIRRME
* Registered as a limited liability company under the PRC law. * RERBEEETMRBERAF -
# The English name of this company represents the best # AR EFMEXNEXERE - &

effort made by the management of the Company to directly
translate its Chinese name as no official English name has

been registered.

HRRZRXARII AR EE
BESASHEERETXEER

== o

A
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CORPORATE AND GROUP INFORMATION
(Continued)

Information about subsidiaries (Continued)

The above table lists the subsidiaries of the Company which,
in the opinion of the directors, principally affected the results
for the year/period or formed a substantial portion of the
net assets of the Group. To give details of other subsidiaries
would, in the opinion of the directors, result in particulars of
excessive length.

BASIS OF PRESENTATION

Despite the Group incurred a net loss of HK$703,767,000
for the year ended 31 December 2018; and the Group
has net liabilities of HK$92,959,000, amount due to a
shareholder of HK$7,500,000, interest-bearing bank and
other borrowing of HK$64,255,000, convertible bonds with
an aggregate principal amount of HK$390,000,000 and the
carrying amount of promissory notes of HK$512,387,000
as at 31 December 2018, in the opinion of the directors,
the Group will have sufficient working capital to finance its
operation and to meet its financial obligations as and when
they fall due in the foreseeable future, based on the cash flow
projections of the Group and after taking into consideration
the following:

(i)  supplemental letters to loan agreements were signed
with its lenders subsequent to the end of reporting
period, which agreed to extend the repayment dates
of outstanding loan amounts of HK$31,500,000,
HK$7,600,000 and HK$5,000,000 as at 31 December
2018, to 1 August 2020, 27 September 2020 and
23 July 2020, respectively;

(i) the holder of convertible bonds (“CB”) and promissory
notes (“PN") has agreed to extend the maturity date of
the existing CB and PN (which are both currently due on
20 February 2020), upon the request by the Company;

Bisu Technology Group International Limited Lt 3 &l 5 & B E R B R A 7
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2. BASIS OF PRESENTATION (Continued)

(iii)  subsequent to the end of reporting period, a major
shareholder of the Company has agreed to provide
continuous financial support to the Group as and when
required, and not to demand for repayment of the
amount due by the Group until it is in the position
to repay without impairing its liquidity and financial
position;

(iv) subsequent to the end of reporting period, a 5-year
purchasing plan was signed with its major customers,
with this 5-year strategic plan and the prioritisation of
fundings and effort by the directors, the Group expects
to restore automotive engines segment’s revenue in
scale comparable to 2016 and 2017 throughout these
years;

(v) A five-party agreement was signed by our largest
customer of the Automotive Engine Business with,
among others, the local government and their
shareholders pursuant to which a new company shall
be established as a platform for procurement and new
funding shall be provided to the new procurement
platform to support the resumption of normal
production for the customers of the Automotive Engines
Business; and

(vi) various cost control measures have been taken by the
Group to tighten the costs of operations and various
general and administrative expense.

The directors have reviewed the Group’s cash flow forecast
prepared by management which covers a period of 12
months from the end of the reporting period. They are of the
opinion that, taking into account the above-mentioned plans
and measures, the Group will have sufficient working capital
to finance its operations and meet its financial obligations as
and when they fall due in the foreseeable future. Accordingly,
the directors are of the opinion that it is appropriate to
prepare the consolidated financial statements of the Group
for the year ended 31 December 2018 on a going concern
basis.

31 December 2018
T N\F+=ZA=+—H
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BASIS OF PREPARATION

These financial information have been prepared in
accordance with Hong Kong Financial Reporting Standards
("HKFRSs") (which include all Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards (“HKASs")
and Interpretations) issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA"), accounting
principles generally accepted in Hong Kong and the disclosure
requirements of Hong Kong Companies Ordinance. They have
been prepared under the historical cost convention.

These financial statements are presented in Hong Kong
dollars ("HK$"”) and all values are rounded to the nearest
thousand ("HK$'000") except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries for the year
ended 31 December 2018. A subsidiary is an entity (including
a structured entity), directly or indirectly, controlled by the
Company. Control is achieved when the Group is exposed, or
has rights, to variable returns from its involvement with the
investee and has the ability to affect those returns through
its power over the investee (i.e., existing rights that give the
Group the current ability to direct the relevant activities of
the investee).

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in
assessing whether it has power over an investee, including:

(@)  the contractual arrangement with the other vote holders
of the investee;

(b)  rights arising from other contractual arrangements; and

(©)  the Group’s voting rights and potential voting rights.
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3.1 BASIS OF PREPARATION (Continued)

Basis of consolidation (Continued)

The financial statements of the subsidiaries are prepared
for the same reporting period as the Company, using
consistent accounting policies. The results of subsidiaries
are consolidated from the date on which the Group obtains
control, and continue to be consolidated until the date that
such control ceases.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the parent of the
Group and to the non-controlling interests, even if this results
in the non-controlling interests having a deficit balance. All
intra-group assets and liabilities, equity, income, expenses and
cash flows relating to transactions between members of the
Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee
if facts and circumstances indicate that there are changes
to one or more of the three elements of control described
above. A change in the ownership interest of a subsidiary,
without a loss of control, is accounted for as an equity
transaction.

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary,
(i) the carrying amount of any non-controlling interest and
(iii) the cumulative translation differences recorded in equity;
and recognises (i) the fair value of the consideration received,
(i) the fair value of any investment retained and (iii) any
resulting surplus or deficit in profit or loss. The Group’s share
of components previously recognised in other comprehensive
income is reclassified to profit or loss or retained profits, as
appropriate, on the same basis as would be required if the
Group had directly disposed of the related assets or liabilities.
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CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

The Group has adopted the following new and revised
HKFRSs for the first time for the current year's financial
statements.

Amendments to HKFRS 2 Classification and Measurement
of Share-based Payment
Transactions

Applying HKFRS 9 Financial
Instruments with HKFRS 4
Insurance Contracts

Amendments to HKFRS 4

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with

Customers

Clarifications to HKFRS 15
Revenue from Contracts with
Customers

Amendments to HKFRS 15

Amendments to HKAS 40 Transfers of Investment Property

HK(IFRIC)-Int 22 Foreign Currency Transactions

and Advance Consideration

Amendments to HKFRS 1 and
HKAS 28

Annual Improvements
2014-2016 Cycle

Other than as explained below, the adoption of the above
new and revised standards has had no significant financial
effect on these financial statements.
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3.2 CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES (Continued)

Except for the amendments to HKFRS 4 and Annual
Improvements 2014-2016 Cycle, which are not relevant to the
preparation of the Group’s financial statements, the nature
and the impact of the new and revised HKFRSs are described
below:

@

Amendments to HKFRS 2 address three main areas:
the effects of vesting conditions on the measurement
of a cash-settled share-based payment transaction;
the classification of a share-based payment transaction
with net settlement features for withholding a
certain amount in order to meet an employee’s
tax obligation associated with the share-based
payment; and accounting where a modification to
the terms and conditions of a share-based payment
transaction changes its classification from cash-
settled to equity-settled. The amendments clarify that
the approach used to account for vesting conditions
when measuring equity-settled share-based payments
also applies to cash-settled share-based payments.
The amendments introduce an exception so that
a share-based payment transaction with net share
settlement features for withholding a certain amount
in order to meet the employee’s tax obligation is
classified in its entirety as an equity-settled share-
based payment transaction when certain conditions
are met. Furthermore, the amendments clarify that
if the terms and conditions of a cash-settled share-
based payment transaction are modified, with the
result that it becomes an equity-settled share-based
payment transaction, the transaction is accounted for
as an equity-settled transaction from the date of the
modification. The amendments have had no impact
on the financial position or performance of the Group
as the Group does not have any cash-settled share-
based payment transactions and has no share-based
payment transactions with net settlement features for
withholding tax.

31 December 2018
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3.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

120

(b)

HKFRS 9 Financial Instruments replaces HKAS 39
Financial Instruments. Recognition and Measurement for
annual periods beginning on or after 1 January 2018,
bringing together all three aspects of the accounting for
financial instruments: classification and measurement,
impairment and hedge accounting.

With the exception of hedge accounting, which
the Group has applied prospectively, the Group has
recognised the transition adjustments against the
applicable opening balances in equity at 1 January
2018. Therefore, the comparative information was not
restated and continues to be reported under HKAS 39.

Classification and measurement
The new classification and measurement of the Group’s
financial assets and financial liabilities are as follows:

o The financial assets of the Group include cash and
cash equivalent, accounts and bills receivables,
financial assets including in prepayment, deposits
and other receivables. Under HKAS 39, they are
classified as loan and receivables. Upon adoption
of HKFRS 9, these financial assets are reclassified
as financial assets at amortised cost as at
1 January 2018.

o There has been no impact on the classification and
measurement of the Group’s financial liabilities as
a result of the adoption of HKFRS 9.
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3.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

(b)

(Continued)

Impairment

HKFRS 9 requires an expected credit losses (“ECL")
model, as opposed to an incurred credit loss model
under HKAS 39. The ECL model requires an entity to
account for ECL and changes in those ECL at each
reporting date to reflect changes in credit risk since
initial recognition. The Group applies the HKFRS 9
simplified approach to measure ECL which uses a
lifetime ECL for all contract assets, account and bills
receivables.

Upon adoption of HKFRS 9, the Group has recognised
the expected credit losses for accounts and bills
receivables of HK$19,322,000 and contract assets of
HK$645,000, which resulted in a decrease in retained
earnings of HK$19,967,000 as at 1 January 2018.

(b)

31 December 2018
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3.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

(b) (Continued)

Impairment (Continued)

_@a Notes to Financial Statements

L

3.2 g5

(b)

The following table reconciles the aggregate opening
impairment allowances under HKAS 39 to the ECL
allowances under HKFRS 9. Further details are disclosed
in notes 20 and 21 to the financial statements.

HERNSEEHKE(F)

(&)

e (&)

TR REFEGAERE
395k 1) AR (E B AR R B AR
BEREMBEREENFIRD
EHEEERBENYEE - &
ZHBRPHRERM FE20521
KE -

Impairment
allowances under ECL allowances
HKAS 39 at under HKFRS 9
31 December at 1 January
2017 Re-measurement 2018
R=ZZ-t¥ R=ZZ-N\§
t=ZA=+-H —-A-BRE
BEFBE ERMERS
R SE395 1 ERFORMTEE
RE R EfittE GEFBERE
HK$'000 HK$'000 HK$'000
TAER TAER TER
Accounts and bills receivables BRERRERER — 19,322 19,322
Contract assets ANEE — 645 645
Hedge accounting HHEE

The adoption of the hedge accounting requirements of
HKFRS 9 has had no impact on the Group’s financial
statements as the Group does not operate in any

hedging activities.

122
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3.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

(0

HKFRS 15 and its amendments replace HKAS 11
Construction Contracts, HKAS 18 Revenue and related
interpretations and it applies, with limited exceptions,
to all revenue arising from contracts with customers.
HKFRS 15 establishes a new five-step model to account
for revenue arising from contracts with customers.
Under HKFRS 15, revenue is recognised at an amount
that reflects the consideration to which an entity
expects to be entitled in exchange for transferring
goods or services to a customer. The principles in HKFRS
15 provide a more structured approach for measuring
and recognising revenue. The standard also introduces
extensive qualitative and quantitative disclosure
requirements, including disaggregation of total revenue,
information about performance obligations, changes in
contract asset and liability account balances between
periods and key judgements and estimates. The
disclosures are included in note 4 and 6 to the financial
statements. As a result of the application of HKFRS
15, the Group has changed the accounting policy
with respect to revenue recognition in note 3.4 to the
financial statements.

The Group has adopted HKFRS 15 using the modified
retrospective method of adoption. Under this method,
the standard can be applied either to all contracts
at the date of initial application or only to contracts
that are not completed at this date. The Group has
elected to apply the standard to contracts that are
not completed as at 1 January 2018. Therefore, the
comparative information was not restated and continues
to be reported under HKAS 11, HKAS 18 and related
interpretations.

(0)
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3.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

(©

124

(Continued)

Set out below are the amounts by which each financial
statement line item was affected as at 1 January 2018

as a result of the adoption of HKFRS 15:

32 B BERNEBHRKE(E)

(0

(&)

TXEHIN-_ZT—\F—H—H
R 4 F 8 B 7% ¥R 5 2RI 5815
SmERMBRE 2 ETRAB

BT E SR
Increase/
Notes (decrease)
B 3E #hn, Rl 2)
HK$'000
FHBxT
Assets BE

Gross amount due from customers EWEF A4 TiREE
for contract works (i (66,530)
Accounts and bills receivables JE U BR 2 K IR 3= 1R (i) (175,761)
Contract assets BHEE (M, (i) 242,291
Total assets wEE —

Set out below are the amounts by which each financial
statement line item was affected as at 31 December
2018 as a result of the adoption of HKFRS 15.

TXHEIR-FT-NF+A
=T HEARMNEBEM B HmE
ZERIZE1SR M B I wK 2
BTHBERFEZEH -

Amounts prepared under

BETHEAMGR 28
Previous Increase/
Notes HKFRS 15 HKFRS (decrease)
BEEMBHRE HEBNE #m,/
P 7 AR 155 ]2 A (R 2)
HK$'000 HK$'000 HK$'000
THER THER THER
Gross amount due from customers FEU & F & 4]
for contract work IRes (iii) — 22,585 (22,585)
Accounts and bills receivables YRR R
e (ii) 517,254 692,190 (174,936)
Contract assets BWNEE (iii) 197,521 — 197,521
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3.2 CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES (Continued)
() (Continued)

Notes:

(i)

(ii)

(iii)

Before the adoption of HKFRS 15, contract costs were
recognised as an asset provided it was probable that
they would be recovered. Such costs represented an
amount due from the customers and were recorded
as gross amount due from customers for contract
work in the statement of financial position before
the construction services were billed to customers.
Upon the adoption of HKFRS 15, a contract assets is
recognised when the Group performs by transferring
goods or services to customers and the Group's right
to consideration is conditional. Accordingly, the Group
reclassified HK$66,530,000 from gross amount due
from customers for contract work to contract assets as
at 1 January 2018.

Before the adoption of HKFRS 15, retention
receivables arising from construction contracts, that
were condition on the satisfaction of the service
quality by the customers over a certain period as
stipulated in the contracts, were included in accounts
and bills receivables. Upon adoption of HKFRS 15,
retention receivables are reclassified to contract assets.
Accordingly, the Group reclassified HK$175,761,000
from accounts and bills receivables to contract assets
as at 1 January 2018.

As at 31 December 2018, the adoption of HKFRS 15
resulted in a decrease in accounts and bills receivables
of HK$174,936,000, a decrease in gross amount due
from customers for contract work of HK$22,585,000
and an increase in contract assets of HK$197,521,000.

Other than described above, the adoption of HKFRS
15 has had no material impact to the results of the
consolidated financial statements.

.

(0)

I

\

.

(ii)

(iii)
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3.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

126

(d)

HK(IFRIC)-Int 22 provides
determine the date of the transaction when applying
HKAS 21 to the situation where an entity receives
or pays advance consideration in a foreign currency
and recognises a non-monetary asset or liability. The
interpretation clarifies that the date of the transaction
for the purpose of determining the exchange rate to
use on initial recognition of the related asset, expense
or income (or part of it) is the date on which an entity
initially recognises the non-monetary asset (such as a
prepayment) or non-monetary liability (such as deferred
income) arising from the payment or receipt of the
advance consideration. If there are multiple payments
or receipts in advance of recognising the related item,
the entity must determine the transaction date for
each payment or receipt of the advance consideration.
The interpretation has had no impact on the Group’s
financial statements as the Group’s accounting policy
for the determination of the exchange rate applied
for initial recognition of non-monetary assets or non-
monetary liabilities is consistent with the guidance
provided in the interpretation.

guidance on how to
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3.3

ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS

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

these financial statements.

Amendments to
HKFRS 3

Amendments to
HKFRS 9

Amendments to
HKFRS 10 and
HKAS 28 (2011)

HKFRS 16

HKFRS 17

Amendments to HKAS

1 and HKAS 8

Amendments to
HKAS 19

Amendments to
HKAS 28

HK(IFRIC)-Int 23

Annual Improvements

2015-2017 Cycle

Definition of a Business?

Prepayment Features with Negative
Compensation’

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

Leases’

Insurance Contracts®

Definition of Material

Plan Amendment, Curtailment or
Settlement’

Long-term Interests in Associates
and Joint Ventures'

Uncertainty over Income Tax
Treatments’

Amendments to HKFRS 3, HKFRS
11, HKAS 12 and HKAS 23'

- N
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ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS

(Continued)

1 Effective for annual periods beginning on or after 1 January
2019

2 Effective for annual periods beginning on or after 1 January
2020

3 Effective for annual periods beginning on or after 1 January
2021

4 No mandatory effective date yet determined but available for
adoption

Further information about those HKFRSs that are expected
to be applicable to the Group is described below.

Amendments to HKFRS 3 clarify and provide additional
guidance on the definition of a business. The amendments
clarify that for an integrated set of activities and assets to
be considered a business, it must include, at a minimum, an
input and a substantive process that together significantly
contribute to the ability to create output. A business can
exist without including all of the inputs and processes needed
to create outputs. The amendments remove the assessment
of whether market participants are capable of acquiring
the business and continue to produce outputs. Instead, the
focus is on whether acquired inputs and acquired substantive
processes together significantly contribute to the ability to
create outputs. The amendments have also narrowed the
definition of outputs to focus on goods or services provided
to customers, investment income or other income from
ordinary activities. Furthermore, the amendments provide
guidance to assess whether an acquired process is substantive
and introduce an optional fair value concentration test to
permit a simplified assessment of whether an acquired set of
activities and assets is not a business. The Group expects to
adopt the amendments prospectively from 1 January 2020.
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Notes to Financial Statements

ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS

(Continued)

HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-Int 4
Determining whether an Arrangement contains a Lease,
HK(SIC)-Int 15 Operating Leases — Incentives and HK(SIC)-
Int 27 Evaluating the Substance of Transactions Involving the
Legal Form of a Lease. The standard sets out the principles
for the recognition, measurement, presentation and disclosure
of leases and requires lessees to recognise assets and liabilities
for most leases. The standard includes two elective recognition
exemptions for lessees — leases of low-value assets and short-
term leases. At the commencement date of a lease, a lessee
will recognise a liability to make lease payments (i.e., the lease
liability) and an asset representing the right to use the underlying
asset during the lease term (i.e., the right-of-use asset).
The right-of-use asset is subsequently measured at cost less
accumulated depreciation and any impairment losses unless the
right-of-use asset meets the definition of investment property in
HKAS 40, or relates to a class of property, plant and equipment
to which the revaluation model is applied. The lease liability is
subsequently increased to reflect the interest on the lease liability
and reduced for the lease payments. Lessees will be required to
separately recognise the interest expense on the lease liability
and the depreciation expense on the right-of-use asset. Lessees
will also be required to remeasure the lease liability upon the
occurrence of certain events, such as change in the lease term
and change in future lease payments resulting from a change
in an index or rate used to determine those payments. Lessees
will generally recognise the amount of the remeasurement of the
lease liability as an adjustment to the right-of-use asset. Lessor
accounting under HKFRS 16 is substantially unchanged from
the accounting under HKAS 17. Lessors will continue to classify
all leases using the same classification principle as in HKAS 17
and distinguish between operating leases and finance leases.
HKFRS 16 requires lessees and lessors to make more extensive
disclosures than under HKAS 17. Lessees can choose to apply
the standard using either a full retrospective or a modified
retrospective approach. The Group will adopt HKFRS 16 from
1 January 2019. The Group plans to adopt the transitional
provisions in HKFRS 16 to recognise the cumulative effect of
initial adoption as an adjustment to the opening balance of
retained earnings at 1 January 2019 and will not restate the
comparatives. In addition, the Group plans to apply the new
requirements to contracts that were previously identified as
leases applying HKAS 17 and measure the lease liability at the
present value of the remaining lease payments, discounted
using the Group’s incremental borrowing rate at the date of
initial application. The right-of-use asset will be measured at
the amount of the lease liability, adjusted by the amount of
any prepaid or accrued lease payments relating to the lease
recognised in the statement of financial position immediately
before the date of initial application. The Group plans to use
the exemptions allowed by the standard on lease contracts
whose lease terms end within 12 months as of the date of initial
application.
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ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS
(Continued)

The total operating lease commitments of the Group in respect
of leased premises as at 31 December 2018 are set out in note
36 to the financial statements.

The management of the Group expects that the adoption
of HKFRS 16 is unlikely to result in significant impact on the
Group's result but it is expected that certain portion of these
lease commitments will be required to be recognised in the
consolidated financial statements as right-of-use assets and lease
liabilities.

Amendments to HKAS 1 and HKAS 8 provide a new
definition of material. The new definition states that
information is material if omitting, misstating or obscuring
it could reasonably be expected to influence decisions that
the primary users of general purpose financial statements
make on the basis of those financial statements. The
amendments clarify that materiality will depend on the nature
or magnitude of information. A misstatement of information
is material if it could reasonably be expected to influence
decisions made by the primary users. The Group expects to
adopt the amendments prospectively from 1 January 2020.
The amendments are not expected to have any significant
impact on the Group’s financial statements.
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3.3

ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS

(Continued)

HK(IFRIC)-Int 23 addresses the accounting for income
taxes (current and deferred) when tax treatments involve
uncertainty that affects the application of HKAS 12 (often
referred to as “uncertain tax positions”). The interpretation
does not apply to taxes or levies outside the scope of
HKAS 12, nor does it specifically include requirements
relating to interest and penalties associated with uncertain
tax treatments. The interpretation specifically addresses
(i) whether an entity considers uncertain tax treatments
separately; (i) the assumptions an entity makes about the
examination of tax treatments by taxation authorities; (iii)
how an entity determines taxable profits or tax losses,
tax bases, unused tax losses, unused tax credits and tax
rates; and (iv) how an entity considers changes in facts
and circumstances. The interpretation is to be applied
retrospectively, either fully retrospectively without the use
of hindsight or retrospectively with the cumulative effect
of application as an adjustment to the opening equity at
the date of initial application, without the restatement of
comparative information. The Group expects to adopt the
interpretation from 1 January 2019. The interpretation is
not expected to have any significant impact on the Group's
financial statements.

.
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3.4 SUMMARY OF SIGNIFICANT ACCOUNTING

132

POLICIES

Interests in joint operations

A joint operation is a joint arrangement whereby the parties
that have joint control of the arrangement have rights to
the assets, and obligations for the liabilities, relating to
the arrangement. Joint control is the contractually agreed
sharing of control of an arrangement, which exists only when
decisions about the relevant activities require the unanimous
consent of the parties sharing control.

The Group recognises in relation to its interest in a joint
operation:

o its assets, including its share of any assets held jointly;

its liabilities, including its share of any liabilities incurred
jointly;

o its revenue from the sale of its share of the output
arising from the joint operation;

o its share of the revenue from the sale of the output by
the joint operation; and

o its expenses, including its share of any expenses
incurred jointly.

The assets, liabilities, revenues and expenses relating to
the Group's interest in a joint operation are accounted for
in accordance with the HKFRSs applicable to the particular
assets, liabilities, revenues and expenses.
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3.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Business combinations and goodwill

Business combinations are accounted for using the acquisition
method. The consideration transferred is measured at the
acquisition date fair value which is the sum of the acquisition
date fair values of assets transferred by the Group, liabilities
assumed by the Group to the former owners of the acquiree
and the equity interests issued by the Group in exchange
for control of the acquiree. For each business combination,
the Group elects whether to measure the non-controlling
interests in the acquiree that are present ownership interests
and entitle their holders to a proportionate share of net assets
in the event of liquidation at fair value or at the proportionate
share of the acquiree's identifiable net assets. All other
components of non-controlling interests are measured at fair
value. Acquisition-related costs are expensed as incurred.

When the Group acquires a business, it assesses the financial
assets and liabilities assumed for appropriate classification
and designation in accordance with the contractual terms,
economic circumstances and pertinent conditions as at the
acquisition date. This includes the separation of embedded
derivatives in host contracts of the acquiree.

If the business combination is achieved in stages, the
previously held equity interest is remeasured at its acquisition
date fair value and any resulting gain or loss is recognised in
profit or loss.

Any contingent consideration to be transferred by the acquirer
is recognised at fair value at the acquisition date. Contingent
consideration classified as an asset or liability is measured at
fair value with changes in fair value recognised in profit or
loss. Contingent consideration that is classified as equity is
not remeasured and subsequent settlement is accounted for
within equity.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Business combinations and goodwill (Continued)

Goodwill is initially measured at cost, being the excess of
the aggregate of the consideration transferred, the amount
recognised for non-controlling interests and any fair value of
the Group's previously held equity interests in the acquiree
over the identifiable net assets acquired and liabilities
assumed. If the sum of this consideration and other items
is lower than the fair value of the net assets acquired, the
difference is, after reassessment, recognised in profit or loss

as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less
any accumulated impairment losses. Goodwill is tested for
impairment annually or more frequently if events or changes
in circumstances indicate that the carrying value may be
impaired. The Group performs its annual impairment test of
goodwill as at 31 December. For the purpose of impairment
testing, goodwill acquired in a business combination is, from
the acquisition date, allocated to each of the Group's cash-
generating units, or groups of cash-generating units, that are
expected to benefit from the synergies of the combination,
irrespective of whether other assets or liabilities of the Group
are assigned to those units or groups of units.
Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-
generating units) to which the goodwill relates. Where the
recoverable amount of the cash-generating unit (group of
cash-generating units) is less than the carrying amount, an
impairment loss is recognised. An impairment loss recognised
for goodwill is not reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit
(or group of cash-generating units) and part of the operation
within that unit is disposed of, the goodwill associated with
the operation disposed of is included in the carrying amount
of the operation when determining the gain or loss on
the disposal. Goodwill disposed of in these circumstances
is measured based on the relative value of the operation
disposed of and the portion of the cash-generating unit
retained.
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3.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories, construction contract assets and financial assets),
the asset’s recoverable amount is estimated. An asset’s
recoverable amount is the higher of the asset’s or cash-
generating unit's value in use and its fair value less costs of
disposal, and is determined for an individual asset, unless
the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets,
in which case the recoverable amount is determined for the
cash-generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount
of an asset exceeds its recoverable amount. In assessing value
in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money
and the risks specific to the asset. An impairment loss is
charged to profit or loss in the period in which it arises in
those expense categories consistent with the function of the
impaired asset.

An assessment is made at the end of each reporting period
as to whether there is an indication that previously recognised
impairment losses may no longer exist or may have decreased.
If such an indication exists, the recoverable amount is
estimated. A previously recognised impairment loss of an
asset other than goodwill is reversed only if there has been
a change in the estimates used to determine the recoverable
amount of that asset, but not to an amount higher than the
carrying amount that would have been determined (net of
any depreciation/amortisation) had no impairment loss been
recognised for the asset in prior years. A reversal of such an
impairment loss is credited to profit or loss in the period in
which it arises.
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3.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Related parties
A party is considered to be related to the Group if:

@

or

the party is a person or a close member of that person’s
family and that person:

(i)

(ii)

(iii)

has control or joint control over the Group;
has significant influence over the Group; or

is a member of the key management personnel
of the Group or of a parent of the Group;

the party is an entity where any of the following
conditions applies:

(i)

(ii)

(iii)

(iv)

(vi)

(vii)

(viii)

the entity and the Group are members of the
same group;

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

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

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

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

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

a person identified in (a)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of a
parent of the entity); and

the entity, or any member of a group of which
it is a part, provides key management personnel
services to the Group or to the parent of the
Group.
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3.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Property, plant and equipment and depreciation
Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation
and any impairment losses. The cost of an item of property,
plant and equipment comprises its purchase price and any
directly attributable costs of bringing the asset to its working
condition and location for its intended use.

Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs
and maintenance, is normally charged to profit or loss in
the period in which it is incurred. In situations where the
recognition criteria are satisfied, the expenditure for a major
inspection is capitalised in the carrying amount of the asset
as a replacement. Where significant parts of property, plant
and equipment are required to be replaced at intervals, the
Group recognises such parts as individual assets with specific
useful lives and depreciates them accordingly.

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

Leasehold improvements 20%
Machinery and equipment 10% to 24%

Furniture, fixtures and office equipment 20% to 33%

Motor vehicles 24%

. N
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Property, plant and equipment and depreciation

(Continued)

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

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

Construction in progress represents machineries in the
process of installation, which is stated and at cost less any
impairment losses, and is not depreciated. Cost comprises the
direct costs of installation and capitalised borrowing costs
on related borrowed funds during the period of installation.
Construction in progress is reclassified to the appropriate
category of property, plant and equipment when completed
and ready for use.
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3.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired
in a business combination is the fair value at the date of
acquisition. The useful lives of intangible assets are assessed
to be either finite or indefinite. Intangible assets with finite
lives are subsequently amortised over the useful economic life
and assessed for impairment whenever there is an indication
that the intangible asset may be impaired. The amortisation
period and the amortisation method for an intangible asset
with a finite useful life are reviewed at least at each financial
year end.

Customer contracts

Customer contracts secured on the date of acquisition are
recognised as cost of goods sold under the unit of production
method which is based on the volume of production in each
reporting period as a proportion of the total estimated units
of production for the relevant customer contracts over the
contract period.

Research and development costs
All research costs are charged to profit or loss as incurred.

Expenditure incurred on projects to develop new products
is capitalised and deferred only when the Group can
demonstrate the technical feasibility of completing the
intangible asset so that it will be available for use or sale, its
intention to complete and its ability to use or sell the asset,
how the asset will generate future economic benefits, the
availability of resources to complete the project and the ability
to measure reliably the expenditure during the development.
Product development expenditure which does not meet these
criteria is expensed when incurred.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Leases

Leases that transfer substantially all the rewards and risks of
ownership of assets to the Group, other than legal title, are
accounted for as finance leases. At the inception of a finance
lease, the cost of the leased asset is capitalised at the present
value of the minimum lease payments and recorded together
with the obligation, excluding the interest element, to reflect
the purchase and financing. Assets held under capitalised
finance leases, including prepaid land lease payments under
finance leases, are included in property, plant and equipment,
and depreciated over the shorter of the lease terms and the
estimated useful lives of the assets. The finance costs of
such leases are charged to profit or loss so as to provide a
constant periodic rate of charge over the lease terms.

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted for
as operating leases. Where the Group is the lessor, assets
leased by the Group under operating leases are included in
non-current assets, and rentals receivable under the operating
leases are credited to profit or loss on the straight-line basis
over the lease terms. Where the Group is the lessee, rentals
payable under operating leases net of any incentives received
from the lessor are charged to profit or loss on the straight-
line basis over the lease terms.

Investments and other financial assets (policies
under HKFRS 9 applicable from 1 January 2018)

Initial recognition and measurement
Financial assets are classified, at initial recognition, as
subsequently measured at amortised cost.
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Notes to Financial Statements

3.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Investments and other financial assets (policies
under HKFRS 9 applicable from 1 January 2018)
(Continued)

Initial recognition and measurement (Continued)

The classification of financial assets at initial recognition
depends on the financial asset's contractual cash flow
characteristics and the Group’s business model for managing
them. With the exception of accounts and bills receivables
and contract assets that do not contain a significant financing
component or for which the Group has applied the practical
expedient of not adjusting the effect of a significant
financing component, the Group initially measures a financial
asset at its fair value, plus in the case of a financial asset
not at fair value through profit or loss, transaction costs.
Trade receivables that do not contain a significant financing
component or for which the Group has applied the practical
expedient are measured at the transaction price determined
under HKFRS 15 in accordance with the policies set out
for “Revenue recognition (applicable from 1 January 2018)"
below.

In order for a financial asset to be classified and measured
at amortised cost or fair value through other comprehensive
income, it needs to give rise to cash flows that are solely
payments of principal and interest (“SPPI”) on the principal
amount outstanding.

The Group's business model for managing financial assets
refers to how it manages its financial assets in order to
generate cash flows. The business model determines whether
cash flows will result from collecting contractual cash flows,
selling the financial assets, or both.

All regular way purchases and sales of financial assets are
recognised on the trade date, that is, the date that the Group
commits to purchase or sell the asset. Regular way purchases
or sales are purchases or sales of financial assets that require
delivery of assets within the period generally established by
regulation or convention in the marketplace.
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3.4 SUMMARY OF SIGNIFICANT ACCOUNTING

142

POLICIES (Continued)

Investments and other financial assets (policies
under HKFRS 9 applicable from 1 January 2018)
(Continued)

Subsequent measurement
The subsequent measurement of financial assets depends on
their classification as follows:

Financial assets at amortised cost (debt instruments)

The Group measures financial assets at amortised cost if both
of the following conditions are met:

o The financial asset is held within a business model with
the objective to hold financial assets in order to collect
contractual cash flows.

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

Financial assets at amortised cost are subsequently measured
using the effective interest method and are subject to
impairment. Gains and losses are recognised in profit or loss
when the asset is derecognised, modified or impaired.

Investments and other financial assets (policies
under HKAS 39 applicable before 1 January 2018)

Initial recognition and measurement
Financial assets are classified, at initial recognition, as
financial assets at fair value through profit or loss and loans
and receivables, as appropriate. The Group determines the
classification of its financial assets at initial recognition. When
financial assets are recognised initially, they are measured
at fair value plus transaction costs that are attributable to
the acquisition of the financial assets, except in the case of

financial assets recorded at fair value through profit or loss.
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3.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Investments and other financial assets (policies
under HKAS 39 applicable before 1 January 2018)
(Continued)

Initial recognition and measurement (Continued)

All regular way purchases and sales of financial assets are
recognised on the trade date, that is, the date that the Group
commits to purchase or sell the asset. Regular way purchases
or sales are purchases or sales of financial assets that require
delivery of assets within the period generally established by
regulation or convention in the marketplace.

Subsequent measurement
The subsequent measurement of financial assets depends on
their classification as follows:

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include
financial assets held for trading and financial assets
designated upon initial recognition as at fair value through
profit or loss. Financial assets are classified as held for trading
if they are acquired for the purpose of sale in the near term.
Derivatives, including separated embedded derivatives, are
also classified as held for trading unless they are designated
as effective hedging instruments as defined by HKAS 39.

Financial assets at fair value through profit or loss are carried
in the statement of financial position at fair value with
positive net changes in fair value presented as other income
and gains and negative net changes in fair value presented
as finance costs in profit or loss. These net fair value changes
do not include any dividends or interest earned on these
financial assets, which are recognised in accordance with the
policies set out for “Revenue recognition (applicable before
1 January 2018)" below.

Financial assets designated upon initial recognition as at fair
value through profit or loss are designated at the date of
initial recognition and only if the criteria in HKAS 39 are
satisfied.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Investments and other financial assets (policies
under HKAS 39 applicable before 1 January 2018)
(Continued)

Financial assets at fair value through profit or loss (Continued)

Derivatives embedded in host contracts are accounted for
as separate derivatives and recorded at fair value if their
economic characteristics and risks are not closely related to
those of the host contracts and the host contracts are not
held for trading or designated as at fair value through profit
or loss. These embedded derivatives are measured at fair
value with changes in fair value recognised in profit or loss.
Reassessment only occurs if there is either a change in the
terms of the contract that significantly modifies the cash
flows that would otherwise be required or a reclassification
of a financial asset out of the fair value through profit or
loss category.

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an
active market. After initial measurement, such assets are
subsequently measured at amortised cost using the effective
interest rate method less any allowance for impairment.
Amortised cost is calculated by taking into account any
discount or premium on acquisition and includes fees or costs
that are an integral part of the effective interest rate. The
effective interest rate amortisation is included in other income
and gains in profit or loss. The loss arising from impairment
is recognised in profit or loss in finance costs for loans and
in other expenses for receivables.
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Notes to Financial Statements

3.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Derecognition of financial assets (policies under
HKFRS 9 applicable from 1 January 2018 and
policies under HKAS 39 applicable before 1
January 2018)

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is primarily
derecognised (i.e., removed from the Group’s consolidated
statement of financial position) when:

o the rights to receive cash flows from the asset have
expired; or

o the Group has transferred its rights to receive cash flows
from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a
third party under a “pass-through” arrangement; and
either (a) the Group has transferred substantially all the
risks and rewards of the asset, or (b) the Group has
neither transferred nor retained substantially all the risks
and rewards of the asset, but has transferred control
of the asset.

When the Group has transferred its rights to receive cash
flows from an asset or has entered into a pass-through
arrangement, it evaluates if and to what extent it has retained
the risks and rewards of ownership of the asset. When it
has neither transferred nor retained substantially all the risks
and rewards of the asset nor transferred control of the asset,
the Group continues to recognise the transferred asset to
the extent of the Group’s continuing involvement. In that
case, the Group also recognises an associated liability. The
transferred asset and the associated liability are measured on
a basis that reflects the rights and obligations that the Group
has retained.

Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum
amount of consideration that the Group could be required
to repay.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Impairment of financial assets (policies under
HKFRS 9 applicable from 1 January 2018)

The Group recognises an allowance for ECLs for all debt
instruments not held at fair value through profit or loss.
ECLs are based on the difference between the contractual
cash flows due in accordance with the contract and all the
cash flows that the Group expects to receive, discounted at
an approximation of the original effective interest rate. The
expected cash flows will include cash flows from the sale of
collateral held or other credit enhancements that are integral
to the contractual terms.

General approach

ECLs are recognised in two stages. For credit exposures for
which there has not been a significant increase in credit risk
since initial recognition, ECLs are provided for credit losses
that result from default events that are possible within the
next 12-months (@ 12-month ECL). For those credit exposures
for which there has been a significant increase in credit risk
since initial recognition, a loss allowance is required for credit
losses expected over the remaining life of the exposure,
irrespective of the timing of the default (a lifetime ECL).

At each reporting date, the Group assesses whether the credit
risk on a financial instrument has increased significantly since
initial recognition. When making the assessment, the Group
compares the risk of a default occurring on the financial
instrument as at the reporting date with the risk of a default
occurring on the financial instrument as at the date of
initial recognition and considers reasonable and supportable
information that is available without undue cost or effort,
including historical and forward-looking information.
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3.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Impairment of financial assets (policies under
HKFRS 9 applicable from 1 January 2018)
(Continued)

General approach (Continued)

The Group considers a financial asset in default when
contractual payments are 90 days past due. However, in
certain cases, the Group may also consider a financial asset
to be in default when internal or external information
indicates that the Group is unlikely to receive the outstanding
contractual amounts in full before taking into account any
credit enhancements held by the Group. A financial asset
is written off when there is no reasonable expectation of
recovering the contractual cash flows.

Financial assets at amortised cost are subject to impairment
under the general approach and they are classified within
the following stages for measurement of ECLs except for
accounts and bills receivables and contract asset which apply
the simplified approach as detailed below.

Stage 1 — Financial instruments for which credit risk has not
increased significantly since initial recognition and
for which the loss allowance is measured at an
amount equal to 12-month ECLs

Stage 2 — Financial instruments for which credit risk has
increased significantly since initial recognition but
that are not credit-impaired financial assets and
for which the loss allowances is measured at an
amount equal to lifetime ECLs

Stage 3 — Financial assets that are credit-impaired at the
reporting date (but that are not purchased or
originated credit-impaired) and for which the loss
allowance is measured at an amount equal to
lifetime ECLs
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Impairment of financial assets (policies under
HKFRS 9 applicable from 1 January 2018)
(Continued)

Simplified approach

For accounts and bills receivables and contract assets that
do not contain a significant financing component or when
the Group applies the practical expedient of not adjusting
the effect of a significant financing component, the Group
applies the simplified approach in calculating ECLs. Under
the simplified approach, the Group does not track changes
in credit risk, but instead recognises a loss allowance based
on lifetime ECLs at each reporting date. The Group has
established a provision matrix that is based on its historical
credit loss experience, adjusted for forward-looking factors
specific to the debtors and the economic environment.

For account and bills receivables and contract assets that
contain a significant financing component, the Group chooses
as its accounting policy to adopt the general approach in
calculating ECLs with policies as described above.
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Notes to Financial Statements

3.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Impairment of financial assets (policies under HKAS
39 applicable before 1 January 2018)

The Group assesses at the end of each of the reporting period
whether there is any objective evidence that a financial asset
or a group of financial assets is impaired. An impairment
exists if one or more events that occurred after the initial
recognition of the asset have an impact on the estimated
future cash flows of the financial asset or the group of
financial assets that can be reliably estimated. Evidence of
impairment may include indications that a debtor or a group
of debtors is experiencing significant financial difficulty,
default or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other financial
reorganisation and observable data indicating that there is a
measurable decrease in the estimated future cash flows, such
as changes in arrears or economic conditions that correlate
with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first
assesses whether impairment exists individually for financial
assets that are individually significant, or collectively for
financial assets that are not individually significant. If the
Group determines that no objective evidence of impairment
exists for an individually assessed financial asset, whether
significant or not, it includes the asset in a group of financial
assets with similar credit risk characteristics and collectively
assesses them for impairment. Assets that are individually
assessed for impairment and for which an impairment loss is,
or continues to be, recognised are not included in a collective
assessment of impairment.

The amount of any impairment loss identified is measured as
the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding future
credit losses that have not yet been incurred). The present
value of the estimated future cash flows is discounted at
the financial asset's original effective interest rate (i.e., the
effective interest rate computed at initial recognition).
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Impairment of financial assets (policies under HKAS
39 applicable before 1 January 2018) (Continued)

Financial assets carried at amortised cost (Continued)

The carrying amount of the asset is reduced through the
use of an allowance account and the loss is recognised in
profit or loss. Interest income continues to be accrued on the
reduced carrying amount using the rate of interest used to
discount the future cash flows for the purpose of measuring
the impairment loss. Loans and receivables together with any
associated allowance are written off when there is no realistic
prospect of future recovery and all collateral has been realised
or has been transferred to the Group.

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an
event occurring after the impairment was recognised, the
previously recognised impairment loss is increased or reduced
by adjusting the allowance account. If a write-off is later
recovered, the recovery is credited to other expenses in profit
or loss.

Financial liabilities (policies under HKFRS 9
applicable from 1 January 2018 and HKAS 39
applicable before 1 January 2018)

Initial recognition and measurement

Financial liabilities are classified as loans and borrowings. The
Group determines the classification of its financial liabilities
at initial recognition.

All financial liabilities are recognised initially at fair value and
net of directly attributable transaction costs.

The Group’s financial liabilities include accounts and other

payables, interest-bearing bank and other borrowings,
convertible bonds and promissory notes.
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3.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Financial liabilities (policies under HKFRS 9
applicable from 1 January 2018 and HKAS 39
applicable before 1 January 2018) (Continued)

Subsequent measurement
The subsequent measurement of financial liabilities depends
on their classification as follows:

Loans and borrowings

After initial recognition, interest-bearing loans and
borrowings are subsequently measured at amortised cost,
using the effective interest rate method unless the effect
of discounting would be immaterial, in which case they are
stated at cost. Gains and losses are recognised in profit or
loss when the liabilities are derecognised as well as through
the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that are
an integral part of the effective interest rate. The effective
interest rate amortisation is included in finance costs in profit
or loss.
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3.4 SUMMARY OF SIGNIFICANT ACCOUNTING

152

POLICIES (Continued)

Financial liabilities (policies under HKFRS 9
applicable from 1 January 2018 and HKAS 39
applicable before 1 January 2018) (Continued)

Convertible bonds

The component of convertible bonds that exhibits
characteristics of a liability is recognised as a liability in the
statement of financial position, net of transaction costs.
On issuance of convertible bonds, the fair value of the
liability component is determined using a market rate for an
equivalent non-convertible bond; and this amount is carried
as a long term liability on the amortised cost basis until
extinguished on conversion or redemption. The remainder
of the proceeds is allocated to the conversion option that
is recognised and included in shareholders’ equity, net of
transaction costs. The carrying amount of the conversion
option is not remeasured in subsequent years. Transaction
costs are apportioned between the liability and equity
components of the convertible bonds based on the allocation
of proceeds to the liability and equity components when the
instruments are first recognised.
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Notes to Financial Statements

3.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Derecognition of financial liabilities (policies under
HKFRS 9 applicable from 1 January 2018 and HKAS
39 applicable before 1 January 2018)

A financial liability is derecognised when the obligation under
the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another
from the same lender on substantially different terms, or the
terms of an existing liability are substantially modified, such
an exchange or modification is treated as a derecognition of
the original liability and a recognition of a new liability, and
the difference between the respective carrying amounts is
recognised in profit or loss.

Offsetting of financial instruments (policies under
HKFRS 9 applicable from 1 January 2018 and HKAS
39 applicable before 1 January 2018)

Financial assets and financial liabilities are offset and the net
amount is reported in the statement of financial position
if there is a currently enforceable legal right to offset the
recognised amounts and there is an intention to settle on
a net basis, or to realise the assets and settle the liabilities
simultaneously.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using weighted average method
and, in the case of work in progress and finished goods,
comprises direct materials, direct labour and, an appropriate
proportion of overheads. Net realisable value is based on
estimated selling prices less any estimated costs to be incurred
to completion and disposal.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Cash and cash equivalents

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

For the purpose of the consolidated statement of financial
position, cash and cash equivalents comprise cash on hand
and at banks, including term deposits and assets similar in
nature to cash, which are not restricted as to use.

Income tax

Income tax comprises current and deferred tax. Income
tax relating to items recognised outside profit or loss
is recognised outside profit or loss, either in other
comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount
expected to be recovered from or paid to the taxation
authorities, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of the reporting
period, taking into consideration interpretations and practices
prevailing in the countries in which the Group operates.
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3.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Income tax (Continued)

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

o when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a
transaction that is not a business combination and,
at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

o in respect of taxable temporary differences associated
with investments in subsidiaries, when the timing of the
reversal of the temporary differences can be controlled
and it is probable that the temporary differences will
not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible
temporary differences, the carryforward of unused tax credits
and any unused tax losses. Deferred tax assets are recognised
to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences,
the carryforward of unused tax credits and unused tax losses
can be utilised, except:

o when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition
of an asset or liability in a transaction that is not
a business combination and, at the time of the
transaction, affects neither the accounting profit nor
taxable profit or loss; and
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Income tax (Continued)

o in respect of deductible temporary differences
associated with investments in subsidiaries, deferred
tax assets are only recognised to the extent that it is
probable that the temporary differences will reverse
in the foreseeable future and taxable profit will be
available against which the temporary differences can
be utilised.

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

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

Deferred tax assets and deferred tax liabilities are offset
if and only if the Group has a legally enforceable right to
set off current tax assets and current tax liabilities and the
deferred tax assets and deferred tax liabilities relate to income
tax levied by the same taxable authority on either the same
taxable entity or different taxable entities which intend either
to settle current tax liabilities and assets on a net basis, or to
realise the assets and settle the liabilities simultaneously, in
each future period in which significant amounts of deferred
tax liabilities or assets expected to be settled or recovered.
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3.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Government grants

Government grants are recognised at their fair value where
there is reasonable assurance that the grant will be received
and all attaching conditions will be complied with. When the
grant relates to an expense item, it is recognised as income
on a systematic basis over the periods that the costs, which
it is intended to compensate, are expensed.

Revenue recognition (applicable from 1 January

2018)

Revenue from contracts with customers is recognised when
control of goods or services is transferred to the customers
at an amount that reflects the consideration to which the
Group expects to be entitled in exchange for those goods or
services.

(@) Revenue from sales of goods is recognised at the point
in time when control of the asset is transferred to the
customer, generally on delivery of the goods.

(b) Revenue from provision of construction services is
classified by the Group as a construction contract with
the contract relates to work on civil engineering and
construction assets under the control of the customer
and therefore the Group’s construction activities create
or enhance an asset under the customer’s control.
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3.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
Revenue recognition (applicable from 1 January

2018) (Continued)
(b)  (Continued)

When the outcome of a construction contract can be
reasonably measured, revenue from the contract is
recognised progressively over time using the output
method, based on th direct measurement of the value
of contract work performed, provided that the value of
contract work performed can be measured reliably. The
value of contract work performed is measured according
to the completion of specific detailed components as
set out in the contract. Variations in contract work are
recognised as contract revenue to the extent that the
modification has been approved by the parties to the
contracts and its is highly probable that a significant
reversal in the amount of cumulative revenue recognised
will not occur.

When the outcome of the contract cannot be
reasonably measured, revenue is recognised only to the
extent of contract costs incurred that are expected to
be recovered;

(c) Interest income is recognised on the accrual basis using
the effective interest method by applying the rate that
exactly discounts the estimated future cash receipts over
the expected life of the financial instrument or a shorter
period, when appropriate, to the net carrying amount
of the financial asset.

(d)  Consultancy service fee income is recognised over the
schedule period on a straight-line basis because the
customer simultaneously receives and consumes the
benefits provided by the Group.
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3.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
Revenue recognition (applicable before 1 January

2018)

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

(@ Revenue from the sale of goods, when the significant
risks and rewards of ownership have been transferred
to the buyer, provided that the Group maintains neither
managerial involvement to the degree usually associated
with ownership, nor effective control over the goods
sold.

(b) Revenue from construction contracts, based on the
percentage of completion basis, as further explained
in the accounting policy for “Construction contracts
(applicable before 1 January 2018)" below;

(©)  Rental income, on a time proportion basis over the lease
terms.

(d) Interest income, on an accrual basis using the effective
interest method by applying the rate that exactly
discounts the estimated future cash receipts over the
expected life of the financial instrument or a shorter
period, when appropriate, to the net carrying amount
of the financial asset.

(e)  Consultancy service fee income, when the consultancy
services are rendered.

Contract assets (applicable from 1 January 2018)

A contract asset is the right to consideration in exchange
for goods or services transferred to the customer. If the
Group performs by transferring goods or services to a
customer before the customer pays consideration or before
payment is due, a contract asset is recognised for the earned
consideration that is conditional.

31 December 2018
T N\F+=ZA=+—H

34 FEEEREMEE)

haErR(R=2-N\E—-HF—H
Al E )

WA TS50 488 A 25 15 BRI BE R ALK
SERBAREHA] EFERIR T
HEERER:

@ XEHEEMOHRA HEH
BHNEANERMEHREEESE
B EAKRBATN2EEBE
EBEAEMERCEE  TED
EEMHBREHI4E:

(b) XKERZEANMKA BTT
B EERER  RTIX[2E
BHINEFHER (R=F—/\F
—A—HAER) & — P

© BRUA - IR L O
s

d MBEA REREERAE
BAMEEFE TARERE
ERMTANENSTHEEH
) (203 ) # 14 5t R RR 2 U8
AEEBRRE SR EEREF
BOFE: &

(€ MR ULEE M RS 2 B RS
N

BEHNEEEB=-E-N\¥—-A—H
£EA)
BREEDNRBEBEREPEEDN
EmE R MAEEAKEORER o
AEBREP XM RE SN REH
A EmRBEERTES A5
MERENERRMKEERENE
= o

Annual Report 2018 —Z—/\&F €% 159

S



A -

- w» Notes to Financial Statements
— o BRI

31 December 2018

—F—

3.4

160

NE+ZA=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
Contract liabilities (applicable from 1 January 2018)

A contract liability is the obligation to transfer goods or
services to a customer for which the Group has received a
consideration (or an amount of consideration that is due) from
the customer. If a customer pays the consideration before
the Group transfers goods or services to the customer, a
contract liability is recognised when the payment is made or
the payment is due (whichever is earlier). Contract liabilities
are recognised as revenue when the Group performs under
the contract.

Contract costs (applicable from 1 January 2018)

Other than the costs which are capitalised as inventories,
property, plant and equipment and intangible assets, costs
incurred to fulfil a contract with a customer are capitalised
as an asset if all of the following criteria are met:

(@) The costs relate directly to a contract or to an
anticipated contract that the entity can specifically
identify.

(b) The costs generate or enhance resources of the entity
that will be used in satisfying (or in continuing to satisfy)
performance obligations in the future.

() The costs are expected to be recovered.
The capitalised contract costs are amortised and charged to
profit or loss on a systematic basis that is consistent with

the pattern of the revenue to which the asset related is
recognised. Other contract costs are expensed as incurred.
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3.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Construction contracts (applicable before 1 January

2018)

Contract revenue comprises the agreed contract amount
and appropriate amounts from variation orders, claims and
incentive payments. Contract costs incurred comprise direct
materials, the costs of subcontracting, direct labour and an
appropriate proportion of variable and fixed construction
overheads.

Revenue from fixed price construction contracts is recognised
on the percentage of completion method, measured by
reference to the percentage of certified value of work
performed to date to the total contract sum of the relevant
contracts.

Provision is made for foreseeable losses as soon as they are
anticipated by management. Where contract costs incurred
to date plus recognised profits less recognised losses exceed
progress billings, the surplus is treated as an amount due from
customers for contract work. Where progress billings exceed
contract costs incurred to date plus recognised profits less
recognised losses, the surplus is treated as accruals of costs
for contract work.

Share-based payments

The Company operates a share option scheme for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group's
operations. Employees (including directors) of the Group
receive remuneration in the form of share-based payments,
whereby employees render services as consideration for
equity instruments (“equity-settled transactions”).

The cost of equity-settled transactions with employees is
measured by reference to the fair value at the date at which
they are granted. The fair value is determined by an external
valuer using a binomial model, further details of which are
given in note 31 to the financial statements.
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3.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Share-based payments (Continued)

The cost of equity-settled transactions is recognised in
employee benefit expense, together with a corresponding
increase in equity, over the period in which the performance
and/or service conditions are fulfilled. The cumulative expense
recognised for equity-settled transactions at the end of each
reporting period until the vesting date reflects the extent
to which the vesting period has expired and the Group's
best estimate of the number of equity instruments that will
ultimately vest. The charge or credit to profit or loss for a
period represents the movement in the cumulative expense
recognised as at the beginning and end of that period.

Service and non-market performance conditions are not
taken into account when determining the grant date fair
value of awards, but the likelihood of the conditions being
met is assessed as part of the Group’s best estimate of the
number of equity instruments that will ultimately vest. Market
performance conditions are reflected within the grant date
fair value. Any other conditions attached to an award, but
without an associated service requirement, are considered
to be non-vesting conditions. Non-vesting conditions are
reflected in the fair value of an award and lead to an
immediate expensing of an award unless there are also service

and/or performance conditions.

For awards that do not ultimately vest because non-market
performance and/or service conditions have not been met,
no expense is recognised. Where awards include a market or
non-vesting condition, the transactions are treated as vesting
irrespective of whether the market or non-vesting condition is
satisfied, provided that all other performance and/or service

conditions are satisfied.
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3.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Share-based payments (Continued)

Where the terms of an equity-settled award are modified, as
a minimum an expense is recognised as if the terms had not
been modified, if the original terms of the award are met. In
addition, an expense is recognised for any modification that
increases the total fair value of the share-based payments, or
is otherwise beneficial to the employee as measured at the
date of modification.

Where an equity-settled award is cancelled, it is treated as if
it had vested on the date of cancellation, and any expense
not yet recognised for the award is recognised immediately.
This includes any award where non-vesting conditions within
the control of either the Group or the employee are not met.
However, if a new award is substituted for the cancelled
award, and is designated as a replacement award on the
date that it is granted, the cancelled and new awards are
treated as if they were a modification of the original award,
as described in the previous paragraph.

The dilutive effect of outstanding options is reflected as
additional share dilution in the computation of earnings per
share.

Other employee benefits

Paid leave carried forward

The Group provides paid annual leave to its employees under
their employment contracts on a calendar year basis. Under
certain circumstances, such leave which remains untaken
as at the end of the reporting period is permitted to be
carried forward and utilised by the respective employees in
the following year. An accrual is made at the end of each
reporting period for the expected future cost of such paid
leave earned during the year by the employees and carried
forward.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Other employee benefits (Continued)

Pension schemes

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

The Group also operates a Mandatory Provident Fund
Exempted Occupational Retirement Schemes Ordinance
("ORSO") retirement benefit scheme for those employees
who are eligible to participate in the ORSO scheme. This
scheme operates in a way similar to the MPF Scheme, except
that when an employee leaves the scheme prior to his/her
interest in the Group’s employee contributions vesting fully,
the ongoing contributions payable by the Group are reduced
by the relevant amount of forfeited employer’s contributions.

The employees of the Group’s subsidiary which operates in
PRC are required to participate in a central pension scheme
operated by the local municipal government. This subsidiary is
required to contribute certain percentages of its payroll costs
to the central pension scheme. The contributions are charged
to profit or loss as they become payable in accordance with
the rules of the central pension scheme.
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3.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e., assets
that necessarily take a substantial period of time to get ready
for their intended use or sale, are capitalised as part of the
cost of those assets. The capitalisation of such borrowing
costs ceases when 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 capitalised. All other borrowing costs are
expensed in the period in which they are incurred. Borrowing
costs consist of interest and other costs that an entity incurs
in connection with the borrowing of funds.

Foreign currencies

These financial statements are presented in Hong Kong
dollars, which is the Company’s functional currency. Each
entity in the Group determines its own functional currency
and items included in the financial statements of each entity
are measured using that functional currency. Foreign currency
transactions recorded by the entities in the Group are initially
recorded using their respective functional currency rates
prevailing at the dates of the transactions. Monetary assets
and liabilities denominated in foreign currencies are translated
at the functional currency rates of exchange ruling at the end
of the reporting period. Differences arising on settlement or
translation of monetary items are recognised in profit or loss.

Differences arising on settlement or translation of monetary
items are recognised in profit or loss with the exception of
monetary items that are designated as part of the hedge
of the Group’s net investment of a foreign operation. These
are recognised in other comprehensive income until the net
investment is disposed of, at which time the cumulative
amount is reclassified to profit or loss. Tax charges and credits
attributable to exchange differences on these monetary items
are also recorded in other comprehensive income.

31 December 2018
T N\F+=ZA=+—H

34 TEEHHEMEHE)

BE XA

ERRBNBE BREXLERE
REEBILAKBE-—BREERBT
ERERGIHENEE)NIER
KA TIERZEEEN —BOKAR
MEXER - EEERNR LA {EH
TRAgRHER  BREEKAN
BRERER -BEFIFAEREEX
HOEBEERERFEEREREN
MBMWEBEERA REBETELRD
fEERAFRME - FTAHME &KX
AREEHMBEASHE FEEKREAE
RERBRBABSMELENNER
H AR o

S

ZEMBRRARRB ZNEEE
BTLEY AKREEEREEET
HOge gl MERESER M
BHRZBEBHUZINEE R E -
AEEEBHRESNINE RS KON
EENRZEANEANEEBER
AREAR - LWINEIIENEREE
RABE MRS HREHRBITNY
EEKEX®RE HEAREGE
BREEZEZEBEYNESER -

RNEEdmEaRHEEELNMA
ELEZERENBERR  HEREEE
REPREENBINEBREFR
— oW EBEEBRRRN EER
Hib2EPWARR BEREFR
ELE HRBRASBEDEFT O
ERm MR FEWRBAELER
JE A6 B 7 TR 3Tt B K % R AT A B Al
EEBAR -

Annual Report 2018 —Z—/\F % 165



A -

W

\.,;; Notes to Financial Statements

- BBHEHE

31 December 2018

—F—

3.4

166

NE+ZA=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Foreign currencies (Continued)

Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair
value was measured. The gain or loss arising on translation
of a non-monetary item measured at fair value is treated
in line with the recognition of the gain or loss on change
in fair value of the item (i.e., translation difference on the
item whose fair value gain or loss is recognised in other
comprehensive income or profit or loss is also recognised in
other comprehensive income or profit or loss, respectively).

The functional currency of certain subsidiaries operating in
the PRC is currency other than the Hong Kong dollar. As
at the end of the reporting period, the assets and liabilities
of these entities are translated into Hong Kong dollar at
the exchange rate prevailing at the end of the reporting
period and their statements of profit or loss and other
comprehensive income are translated into Hong Kong dollars
at the weighted average exchange rate for the year.

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange
fluctuation reserve. On disposal of a foreign operation, the
component of other comprehensive income relating to that
particular foreign operation is recognised in profit or loss.

Any goodwill arising on the acquisition of a foreign
operation and any fair value adjustments to the carrying
amounts of assets and liabilities arising on acquisition are
treated as assets and liabilities of the foreign operation and
translated at the closing rate.

For the purpose of the consolidated statement of cash
flows, the cash flows of the PRC subsidiaries are translated
into Hong Kong dollars at the exchange rate ruling at the
dates of the cash flows. Frequently recurring cash flows
of the PRC subsidiaries which arise throughout the year
are translated into Hong Kong dollars at weighted average

exchange rates for the year.
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SIGNIFICANT ACCOUNTING ESTIMATES

The preparation of the Group’s financial statements requires
management to make estimates and assumptions that
affect the reported amounts of revenues, expenses, assets
and liabilities, and their accompanying disclosures, and the
disclosure of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes that
could require a material adjustment to the carrying amounts
of the assets or liabilities affected in the future.

The major judgements, estimates and assumptions that have
the most significant effect on the amounts recognised in the
financial statements and have a significant risk of causing a
material adjustment to the carrying amounts of assets and
liabilities within the next financial year, are described below.

Revenue recognition of construction contracts
Revenue from construction contracts are recognised over
time. The revenue and profit recognition on uncompleted
projects is dependent on estimating the total outcome of the
contract, as well as the work done to date. Based on the
Group's recent experience and the nature of the construction
activities undertaken by the Group, the Group has made
estimates of the point at which it considered the work was
sufficiently advanced such that the outcome of the contract
can be reasonably measured. Until this point is reached the
related contract assets disclosed in the note 20 do not include
profit which the Group might eventually realise from the work
done to date. In addition, actual outcomes in terms of total
cost or revenue may be higher or lower than estimated at the
end of the reporting period, which would affect the revenue
and profit recognised in future years as an adjustment to the
amounts recorded to date.

In the comparative period, revenue from construction
contracts was subject to such estimation uncertainty. In
addition, the contract assets arising from construction
contracts were included as gross amount due from customers
for contract work and were disclosed in note 19, rather than
note 20.

4.
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SIGNIFICANT ACCOUNTING ESTIMATES
(Continued)

Impairment of goodwill

The Group determines whether goodwill is impaired at least
on an annual basis. This requires an estimation of the value
in use of the cash-generating units to which the goodwill is
allocated. Estimating the value in use requires the Group to
make an estimate of the expected future cash flows from the
cash-generating units and also to choose a suitable discount
rate in order to calculate the present value of those cash
flows. The carrying amount of goodwill at 31 December 2018
was HK$297,552,000. Further details are given in note 15.

Impairment of non-financial assets (other than

goodwill)

The Group assesses whether there are any indicators
of impairment for all non-financial assets at the end of
each reporting period. Non-financial assets are tested for
impairment when there are indicators that the carrying
amounts may not be recoverable. An impairment exists
when the carrying value of an asset or a cash-generating
unit exceeds its recoverable amount, which is the higher of
its fair value less costs of disposal and its value in use. The
calculation of the fair value less costs of disposal is based
on available data from binding sales transactions in an arm’s
length transaction of similar assets or observable market
prices less incremental costs for disposing of the asset. When
value in use calculations are undertaken, management must
estimate the expected future cash flows from the asset or
cash-generating unit and choose a suitable discount rate in
order to calculate the present value of those cash flows.
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SIGNIFICANT ACCOUNTING ESTIMATES
(Continued)
Provision for expected credit loss on accounts and

bills receivables and contract assets

The Group assesses on a forward looking basis the expected
credit losses associated with its accounts and bills receivables
and contract assets. The impairment methodology applied
depends on whether there has been a significant increase in
credit risk. To make that assessment, the Group compares
the risk of a default occurring on the financial instrument as
at the reporting date with the risk of a default occurring on
the financial instrument as at the date of initial recognition
and consider reasonable and supportable information, that
is available without undue cost or effort, that is indicative
of significant increases in credit risk since initial recognition.
Significant estimates and judgements are required in
determining the probability-weighted amount that is not
recoverable and the forecast of future economic conditions.
The information about ECLs on the Group's contract assets
and accounts and bills receivables is disclosed in notes 20
and 21 to the financial statements, respectively.
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SEGMENT INFORMATION

For management purposes, the Group is organised into
business units based on their products and service and has
two reportable operating segments as follows:

o Automotive engines segment — development, production
and sale of automotive engines

o Civil engineering and construction segment — civil
engineering works and building construction and
maintenance works

Management monitors the results of the Group’s operating
segments separately for the purpose of making decision
about resources allocation and performance assessment.
Segment performance is evaluated based on reportable
segment profit or loss, which is a measure of adjusted profit
or loss before tax. The adjusted profit or loss before tax is
measured consistently with the Group’s profit or loss before
tax except that finance costs as well as head office and
corporate expenses are excluded from such measurement.
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31 December 2018
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SEGMENT INFORMATION (Continued)

5. ZEER(HE)

Automotive engines Civil engineering and construction Total
AERDH TRIBRER st
2018 2017 2018 2017 2018 2017
“E-\E  CZZT—F “E-N\E CE-F —E-N\E T 4F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TEL TER TER TR TER
Segment revenue FBBA 276,514 1,478,266 466,900 548,333 743,414 2,026,599
Segment results PREE (746,607) 147,880 (9,074) 1,236 (755,681) 149,116
Corporate and unallocated % J K 7 B Mt A
income 80,757 15,160
Corporate and unallocated % B A D E R %
expenses (19,795) (27,245)
Finance costs HEER (75,107) (67,139)
(Loss)/profit before tax BREA(BE)/&H (769,826) 69,892
Other segment HttpHER:
information:
Bank interest income BRITHEMA 6 2 1 5 7 7
Impairment of goodwill  HERE (174,933) — — — (174,933) —
Impairment of intangible ~ & & E R (&
assets (430,928) - = — (430,928) -
(Impairment)/reversal of  [EWBR T K BN Z &
impairment of accounts  (FfE) /i fE
and bills receivables, BOFE
net (125,256) - 126 — (125,130) -
Reversal of impairment of A )4 & B &
contract assets = - 232 — 232 -
Provision for inventories ~ FEE (3.963) — — — (3.963) —
Depreciation nE (5,547) (4,502) (677) (578) (6,224) (5,080)
Amortisation of intangible % & & # i
assets (26,371) (61,754) = — (26,371) (61,754)
Capital expenditure BREH (1,593) (2,065) (466) (36) (2,059) (2,101)

L N

Annual Report 2018 —Z—\&FEH 171

-_



A -
- w Notes to Financial Statements
— = B %5 e AR B &

. 31 December 2018
—E-N\F+ZA=+—H

5. SEGMENT INFORMATION (Continued) 5. o EER(E)
Geographical information i & &
(a)  Revenue from external customers (a) XKEINEEF B A
2018 2017
—E-N\F —E—+tF
HK$'000 HK$'000
TET FHE T
PRC s 276,514 1,478,266
Hong Kong BB 466,900 548,333
743,414 2,026,599
The revenue information above is based on the locations FRWABERTIEREFE
of the customers. i o
(b)  Non-current assets b) FrRBEE
2018 2017
—ZE-N\F —E—+F
HK$'000 HK$'000
TET FHEIT
PRC H 680,139 1,098,206
Hong Kong e 1,018 1,749
681,157 1,099,955
The non-current asset information above is based on FHERBHEEERTIERE
the locations of assets. EFTEH ©
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SEGMENT INFORMATION (Continued)
Information about major customers

Revenue from each major customer which accounted for 10%
or more of the Group’s revenue for the year/period, is set

7 HE R (')

ITREFHNEH

31 December 2018
T N\F+=ZA=+—H

KEETITBEEPHRAEARERR
FERHRNBANI0%TA - 0T

out below: BT -
2018 2017
—E2-NF —E—LtF
HK$'000 HK$'000
FERT FAT
Customer A* = PA 111,651 608,296
Customer B* BB 131,921 733,617
Customer C* B2RC* 165,952 N/AT 3@ F e
Customer D* ¥ P D* 84,039 N/AA 38 e
# These customers are under the automotive engines segment. i ZEBEPRABEGESBIE
E o
N These customers are under the civil engineering and * ZERFBLIARIRREED I

construction segment.

@ The corresponding revenue of these customers are not
disclosed as it individually did not contribute over 10% of the
Group total revenue for that year.

Except for the aforesaid, no revenue from a single external

customer accounted for 10% or more of the Group's
revenue.

REVENUE, OTHER INCOME AND GAINS, NET

°  ZEEPHHEBRAYERE
HEABBASEZFRWATE

iB10% °

frEatESN  BEREEINBES
WABEAREBKAH10%E A £ -

WA~ E Al A R Ui R R

An analysis of revenue is as follows: WAZAT:
2018 2017
—B-N\F i
HK$'000 HK$'000
FHE T FHEIT

Revenue from contracts with customers H1ZE /527 a4 #9E 4 69

WA 743,414 —
Sales of goods HEBY — 1,478,266
Construction contracts BiER®E — 548,333
743,414 2,026,599

_h N
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6. REVENUE, OTHER INCOME AND GAINS, NET 6. WA -HEMUBWARKZRH B

(Continued) (#8)
(i)  Disaggregated revenue information: (i) PIHFBAER:
For the year ended 31 December 2018 BE-ZE-N\F+=A=+-—8
IEEE
Civil
engineering
Automotive and
Segments 7 & engines construction Total
TARIRE
7T B B B REE st
HK$'000 HK$'000 HK$'000
FER FER FER
Type of goods or services & ¥ 35 fR % 38 5l
Sales of goods EYHEE 276,514 — 276,514
Construction services BERBE = 77,134 77,134
Civil engineering services T ARIERE — 389,766 389,766
Total revenue from contracts EERF 7 M AN EE
with customers FOR AN R 276,514 466,900 743,414
Geographical markets & ™S
Hong Kong &5 — 466,900 466,900
PRC Fh 276,514 = 276,514
Total revenue from contracts EEEFZ M AN EE
with customers R AN 276,514 466,900 743,414
Timing of revenue BRKRENEBD
recognition
Goods transferred at a point AR —FEBEZ 2
of time Y 276,514 = 276,514
Services transferred over BERREE B RS
time = 466,900 466,900
276,514 466,900 743,414
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6. REVENUE, OTHER INCOME AND GAINS, NET
(Continued)

(i)

Performance obligations
Information about the Group’s performance obligation
is summarised below:

Sales of goods

The performance obligation is satisfied upon delivery
of goods and payment is generally due with 60 to 90
days from delivery.

Construction and civil engineering services

The performance obligation is satisfied over time as
services are rendered and payment is generally due
within 30 days from the date of billing. A certain
percentage of payment is retained by customers
until the end of the retention period as the Group's
entitlement to the final payment is conditional on the
satisfaction of the service quality by the customers over
a certain period as stipulated in the contracts.

- N

31 December 2018
T N\F+=ZA=+—H

6. WA EMWARW=HFHE

(&)

(i)
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—m_ 31 December 2018
“E-NF+-A=+—H

6. REVENUE, OTHER INCOME AND GAINS, NET 6. WA -HEMUBWARKZRH B

(Continued) (#8)
2018 2017
—E-N\F —E—LF
HK$’000 HK$'000
FERT FAT
Other income and gains, net Htt ARz FE
Interest income FE WA 7 7
Consultancy fee income BRI & WA 1,580 2,120
Rental income HE WA — 5,150
Government subsidies* A 6 Bh* 4,154 2,475
Loss on disposal of items of property, & « #R MREEE
plant and equipment # & 18 (209) -
Gain on extinguishment of convertible &F $8 AJ 42 i% (& %5 2 Wz
bond 80,757 —
Gain on modification of promissory &2k & X =i ~ U 25
notes — 15,160
Sundry income FMIEWA 68 1,329
86,357 26,241
* Various governments grants have been received mainly for * FERFENDEEERESZE
the business development in Chongging Province, Mainland BEREZERT@EE - UHEE
China. There are no unfulfilled conditions or contingencies BZEMBORBITHRERIA
relating to these subsidies. FF -
7. FINANCE COSTS 7. MBEA
An analysis of finance costs is as follows: MBERASIET:
2018 2017
—E2-N\F —T—tF
HK$’000 HK$'000
FERT FAT
Interest on bank and other borrowings 817 & H b {& X % & 6,275 4,152
Interest on promissory notes HH RN B 38,469 35,140
Imputed interest on convertible bonds AR EHFZ HEF 8 30,363 27,847
75,107 67,139
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(LOSS)/PROFIT BEFORE TAX 8.
The Group's (loss)/profit before tax is arrived at after
charging/(crediting):

31 December 2018
T N\F+=ZA=+—H

BRBLAT (B ]), H A
AEBZREA(ER), 5 E
R/ GEA) TR IR:

2018 2017
—E-N\F —E—+tF
Notes HK$'000 HK$'000
B 5 FET FAET
Cost of sales: R AD N
Cost of inventories sold EEREKA 250,429 1,244,429
Amortisation of intangible assets B EE®E 16 26,371 61,754
Contract costs A KK AR 454,832 531,466
731,632 1,837,649
Research and development costs Tt 2% Ak AR 6,163 23,140
Impairment of accounts and bills JE LT R R I B W R R
receivables* B 21 125,130 —
Reversal of impairment of contract & %J& 7 Ji 18 # & *
assets™ 20 (232) —
Provision for inventories* FE & 3,963 —
Depreciation** PrE = 14 6,398 5,742
Auditor's remuneration % S AT BN 2 1,700 2,080
Employee benefit expense BEBAMAX
(excluding directors’ and chief (TEEEERES
executive’s remuneration TEHAEME
— note 9)#: — BFFE9) # - 38,733 46,440
Minimum lease payments under KEHETH
operating leases =EHEE 3,157 3,948
* The impairment of accounts and bills receivables and reversal * 5 P9 JRE Wi AR R R JE W SR AR RL(E A S

of impairment of contract assets for the year are included in
“administrative expenses” in the consolidated statement profit
or loss and other comprehensive income.

# The provision for inventories for the year is included in “cost
of sales” in the consolidated statement profit or loss and other

comprehensive income.

**  The depreciation of HK$4,366,000 (2017: HK$4,109,000) for
the year included in “cost of inventories sold” provided above.

#” The employee benefit expense of HK$13,509,000 (2017:
HK$26,544,000) for the year included in “contract costs”

provided above.

.

BHEERERDFAGARER
Hitp2EWmRANTTRAS] -

‘ FATERBIAAGAEGE A

o2 E RS RAMHERAK] -

**  ENITEAL,366,0008 L (ZE—+

F 4,109,000/ JT) T A £ SCRT#
[BEETFERAE] -

i F W& 8@ FIF £13,509,000/% 7T

(ZZ —+ % : 26,544,000/ 7T) =t
A EXFEHEHKRAE] -
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—E-N\F+ZA=+—H

9. DIRECTORS’ AND CHIEF EXECUTIVE'S
REMUNERATION

Directors’ and chief executive’s remuneration for the vyear,
disclosed pursuant to the Rules Governing the Listing of
Securities on The Stock Exchange, section 383(1)(a), (b), (c)
and (f) of the Hong Kong Companies Ordinance and Part 2
of the Companies (Disclosure of Information about Benefits
of Directors) Regulation, is as follows:

EERRSTRAEMS

REBIMESZ EMHAR (FE
NEMEFI)FE383(1)@) ~ (b) ~ () K&(f)
FARCRBI(RBEENEER R
BB W BECFNEEZRRRT
BABMEWT:

2018 2017
—E-N\F e e
HK$'000 HK$'000
FH T FHE T
Fees e 432 432
Other emoluments: H b 357 B
Salaries, allowances and benefits in Fe =R
kind EWH = 8,819 11,760
Pension scheme contributions (defined iR K18 7 5t 2 £t
contribution schemes) (TREHHETED 47 51
8,866 11,811
9,298 12,243
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9. DIRECTORS' AND CHIEF EXECUTIVE'S

REMUNERATION (Continued)

(@) Independent non-executive directors

The fees paid to independent non-executive directors

31 December 2018
T N\F+=ZA=+—H

9. EERRETBRAEME
(&)
) BYUFHITES
FAXNFEIIFRTERN

during the year were as follows: WMEeWmT:
Salaries, Equity-
allowances Pension settled
and benefits scheme share option Total
Fees in kind contributions expense remuneration
& 2H RAER RELH
e REVAE SRS BREEAR A e
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Bzt TER TER TER TER TER
2018 —B-N\%¥
Ms. Chu Yin Yin REHRLL (i) 131 = = = 131
Mr. Yip Tai Him ER#iL 144 — — — 144
Mr. Chan Kai Wing PR E 144 — — — 144
Mr. Leung Tsz Wing RFEEE (ii) 13 — — — 13
432 - — — 432
Notes: B =
(i) Resigned on 28 November 2018 (i) R-ZE—N\F+—A=+/\H
B E
(i) Appointed on 28 November 2018 iy MH=-—ZT—NFE+—A=-+NH
BZT

L N
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—_FT—

9.

180

NE+=ZA=+—H

DIRECTORS" AND CHIEF EXECUTIVE'S

9. EERBETHAEME

REMUNERATION (Continued) (%)
(@) Independent non-executive directors (@) BAUFHITESE(E)
(Continued)
Salaries,
allowances Pension  Equity-settled
and benefits scheme  share option Total
Fees in kind  contributions expense  remuneration
¢ 28 RNGEF RELE
e REDMNH HEMHR BREER ae
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FEL TERT FET FEL
2017 —E-tf
Ms. Chu Yin Yin KERZL 144 - — — 144
Mr. Yip Tai Him Bt 144 — _ _ 144
Mr. Chan Kai Wing PR EE 144 — — — 144
432 — — — 432

There were no other emoluments payable to the
independent non-executive directors during the year
(2017: Nil).

Bisu Technology Group International Limited Lt & £} 5 & PRER A A

FR(ZE—tF:8) TEH
RN BLIFATESTHMH -



31 December 2018
T N\F+=ZA=+—H

9. DIRECTORS’ AND CHIEF EXECUTIVE'S 9. EEREEITHRAEME
REMUNERATION (Continued) (&)
(b) Executive directors and a non-executive by BITEERKFHITESE
director
Salaries, Equity-
allowances Pension settled
and benefits scheme share option Total
Fees in kind  contributions expense remuneration

¥eRE  BHEN  RREGE
e RENNE  GHHER BRERR Y k2
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

B & TERL THET TERL TERL THET
2018 —E-N\%
Executive directors WiTER
Mr. Lo Kin Ching BrErE 0] = 5,740 9 — 5,749
Mr. Wong Hin Shek TRBELE (ii) — 2,387 16 — 2,403
Mr. Xing Bin WEEAE — 390 8 — 408
Mr. Lam Wah WELE (iii) — 89 2 — 91
= 8606 45 = 8,651
Non-executive director ~ FHTES
Mr. Wong Hin Shek THELE (ii) — 213 2 — 215
= 8,819 47 = 8,866
Notes: B 5 -
(i) Retired as executive director and ceased to be the )y RZZE—N\EFESA+ZAHE
Chairman on 12 June 2018 EHRTEERTBREETR
(i) Re-designated as non-executive director and resigned (i RZEE-NEF+-H=+NH
as chief executive officer on 28 November 2018 FAERBIEPTESRBAT
NEELE 4
(i)  Appointed on 12 November 2018 (i) RZTE-—N\F+—HA+=-AE
=
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9. DIRECTORS’ AND CHIEF EXECUTIVE'S

9. EERBETHAEME

REMUNERATION (Continued) (%)
(c) Executive directors (Continued) (c) HITEE(HE)
Salaries,
allowances Pension  Equity-settled
and benefits scheme  share option Total
Fees in kind  contributions expense  remuneration
e 28 RINGER REEE
He REDM& FEME BREER BMe
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
B 5x TAET TET TERT FET FEL
2017 —E-tF%
Executive directors WITER
Mr. Lo Kin Ching “dEEikE (i) — 8,000 15 — 8,015
Mr. Wong Hin Shek ITBELE (ii) — 2,400 18 — 2,418
Mr. Xing Bin A L& — 360 18 — 378
Ms. Liu Yan 2+ (i) - 1,000 — — 1,000
— 11,760 51 — 11,811
Notes: B 5 -
()  Appointed on 1 March 2017 i)y MRZE—LF=ZA—HEZ
T
(i)  Ceased to be the Chairman on 1 March 2017 iy MNZE—+F=ZA—HTH
EEXE
(i) Resigned on 1 March 2017 (i) M-ZE—+F=A—HEMT
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10.

DIRECTORS" AND CHIEF EXECUTIVE'S 9.
REMUNERATION (Continued)

There was no arrangement under which a director waived

or agreed to waive any remuneration during the year (2017:

Nil).

FIVE HIGHEST PAID EMPLOYEES 10.

The five highest paid employees during the year included
two (2017: two) directors, details of whose remuneration
are set out in note 9 above. Details of the remuneration of
the remaining three (2017: three) non-director, highest paid
employees for the year/period are as follows:

31 December 2018
T N\F+=ZA=+—H

EESRRETBRAEME
(&)

RER BEESHRIRATEE
ERAME L (CT—EF:8)-

TEREHMNES

RER IEESFMEEREMA
(ZT—tF MBEF > WEFAOM
SHBHER LXMEI - RFR,/H
W EBR=R(CT—tF: =8)K%
BHMMIFEENEENMESHE
LIS

2018 2017

—B-N\F —ET—tF

HK$'000 HK$'000

FE T FH& T

Salaries, allowances and benefits in kind ¥ & - 2 EBEME ¥7&E 7 5,726 5,262
Discretionary performance-related HRBEBHOERIEEL

bonuses 2,946 2,100

Pension scheme contributions RAIKAE A E &I R 192 138

8,864 7,500
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—NF+=-A=+—H

10. FIVE HIGHEST PAID EMPLOYEES (Continued)

11.

184

The number of non-director, highest paid employees whose

remuneration fell within the following bands is as follows:

10. AR BEFMES (&)

B T 51 48 Bl Y B = Fr B i 3k

HK$1,000,001 to HK$1,500,000

HK$1,500,001 to HK$2,500,000

HK$2,500,001 to HK$3,000,000

HK$3,500,001 to HK$4,000,000

1,000,001 T &
1,500,000/% 7T
1,500,001 T &
2,500,000/% 7T
2,500,001 L&
3,000,000% 7T
3,500,001 TZE
4,000,0007% 7T

INCOME TAX

Pursuant to the rules and regulations of the Cayman lIslands
and the BVI, the Group is not subject to any income tax in
the Cayman Islands and the BVI. Hong Kong profits tax has
been provided at the rate of 16.5% (2017: 16.5%) on the
estimated assessable profits arising in Hong Kong during the
year. Bisu Yunbo, a wholly-owned subsidiary of the Group
in the PRC, is subject to a preferential corporate income tax

("CIT") rate of 15% (2017: 15%).

Bisu Technology Group International Limited Lt 32

R EEERAR AR

11.

EENEEABMT

2018 2017

=2-—\F —F—LF

— 1

‘I J—

1 1

1 1

3 3

Fir & %

RIEFI SRS KA EE L BB L
PIRAD - AREBABNHSES

MEBREIZBESNTMMER - &
BHESHERBEAFENEESE
H 2 ETEERTUE M 1216.5% 2 B &
:%—t¢:16.5%>{’ﬁﬂj%’§fﬁo$
Rz 2EWB AR RER
,,j;z@%ﬁ%ﬁﬁ SE(TEMEHD
EI5% B (ZF— £ F :15%) °



11.

31 December 2018
T N\F+=ZA=+—H

INCOME TAX (Continued) Fir & %t (&)
2018 2017
“®-\F T tF
HK$'000 HK$'000
FERT FAT
Current charge for the year FEANHEHA
Hong Kong profits tax BEENEH — 12
PRC CIT PRETRMAEN 2,546 31,434
Deferred (note 29) i FE (Fff 7£29) (68,605) 733
Total tax (credit)/charge FEHBEHE),/ I H
for the year e (66,059) 32,179

A reconciliation of the tax expense applicable to (loss)/
profit before tax at the statutory/applicable rates for the
jurisdictions in which the Company and the majority of its
subsidiaries are domiciled to the tax expense at the effective
tax rate is as follows:

AR R H R EB 5 M B A& FrE &9
AEERZETE /BRABETED
BB AT (E518) % F @ A &9 % 18 5
XEAERREAENBERS 2
HERMT:

2018 2017

—E-N\F —E—+tF

HK$'000 HK$'000

THER F#& T

(Loss)/profit before tax BrELAT(E518), 3% F (769,826) 69,892
At the statutory/applicable rates of BRARBERR ZEE

different jurisdictions BHRAMEE (129,877) 30,336
Withholding tax on the distributable 75 & A B fff & A 7 7] 5

profits of the Group's PRC subsidiary g 7B A B X — 10,000
Lower tax rate enacted by local 5 ERETEHBEE R

authority 13,333 (20,967)

Income not subject to tax 7B R B A (14,041) (2,505)

Expenses not deductible for tax AR X 64,464 15,512

Others HAb 62 (197)

Tax (credit)/charge ME(E®R) FxX (66,059) 32,179

.
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31 December 2018

—_F—

12.

13.

186

NE+=ZA=+—H

DIVIDEND

The directors do not recommend the payment of any final
dividend in respect of the year (2017: Nil).

(LOSS)/EARNINGS PER SHARE ATTRIBUTABLE
TO OWNERS OF THE PARENT

The calculation of the basic (loss)/earnings per share amounts
is based on the loss for the year attributable to owners of the
parent of HK$703,767,000 (2017: profit of HK$37,713,000)
and the weighted average number of ordinary shares in issue
during the reporting period.

The calculation of the diluted (loss)/earnings per share
amounts is based on the (loss)/profit for the year attributable
to the owners of the parent, adjusted to reflect the interest
on the convertible bonds. The weighted average number
of ordinary shares used in the calculation is the number
of ordinary shares in issue during the year, as used in the
basic (loss)/earnings per share calculation, and the weighted
average number of ordinary shares assumed to have been
issued at no consideration on the deemed exercise or
conversion of all dilutive potential ordinary shares into
ordinary shares.

The calculations of basic and diluted (loss)/earnings per share
are based on:

12.

13.

=)
EFETRFENAFEIRMEMKED
RB(ZF—tF &)

BRARIBEEAELER
(BE/)BF
BREANER) /BN DHRESA
A ¥ B A FEAL F A& 18703,767,000
B (ZE—EF  )mF37,713,000%5
T RHREBHEEEITE @A 2 N
I EETE -

Fh#EE(ER) BNDERER
AEAARBEFAEER), g fat
B 3 45 T B A S BR AT AR AR 55 A
B ARGEZEBRMEFHHR
REREREE) BFNGESRRE
AOFAERTEBREE  BE®
BN FB D RERRERERT
BRTELESRMAREELEER

BRERRBEBER) BMOE
BER:

2018 2017
—E-N\F —E—+tF
HK$'000 HK$'000
FERT F&TT
(Loss)/earnings (B#8’),/ B
(Loss)/profit attributable to owners AR EERER
of the parent, used in basic (loss)/ (B18),/ BT RE
earnings per share calculation HHBAEML (BB
S Al (703,767) 37,713
Interest on convertible bonds AIMRESZHE 30,363 27,847
(Loss)/profit attributable to owners B E ST 8
of the parent before interest on EIRSI/NGIE FS PN X
convertible bonds (B8), %= F (734,129) 65,560
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13.

31 December 2018
T N\F+=ZA=+—H

(LOSS)/EARNINGS PER SHARE ATTRIBUTABLE 13. BAREEAEMEER
TO OWNERS OF THE PARENT (Continued) (E518) B 7 (&)
The calculations of basic and diluted (loss)/earnings per share BREARES(EB),BANHT
are based on: BER:
Number of shares
g
2018 2017
—E-N\F —tF
Shares 5
Weighted average number of ordinary FRRTESRELRAF 2
shares in issue during the year used FRBBETTBRINE
in the basic earnings per share 19 8
calculation 200,000,000 200,000,000
Effect of dilution — weighted average — ## &5 £ I% 2 I
number of ordinary shares: g8
Share options B A% A — 30,877
Convertible bonds Al #a % (& F — 195,000,000
Weighted average number of ordinary AR EFIR B ERT ~
shares in issue during the year used in 4 A2 %77 % @ A% H0
diluted earnings per share calculation T8 200,000,000 395,030,877

The computation of diluted loss per share for the year ended
31 December 2018 does not assume the impact of the
convertible bonds outstanding since their assumed conversion
would result in a decrease in loss per share.

:I:—?

—N\F+ZA=t+—HLF
B8R #EEERAZYARET
EARRA ZHARITEBRERE R
—H"*'ﬁ&mﬁ FRSEBRREERE

EREREERD
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31 December 2018
—E—-N\FE+=-A=+—8H

14. PROPERTY, PLANT AND EQUIPMENT

14. Y%  HERRE

Furniture,
Machinery fixtures
Leasehold and  and office Motor Construction
improvements  equipment  equipment  vehicles in progress Total
BE - BEE
HEXE KERRE ERBOARE AE  REEIR @
HK$'000 HK$'000 HK$'000  HK$'000 HK$'000  HK$'000
FER TER FER TER TER TER
31 December 2018 “E-N\E
+-ZA=+-H
At 31 December 2017 and RZE—+F
1 January 2018: +ZA=+—8k
—Z-)\5-A—-H

Cost B AR 428 52,053 4,337 1,340 1,850 60,008

Accumulated depreciation 2EHE (206) (12,170) (1,561) (1,255) — (15192

Net carrying amount REFE 222 39,883 2,776 85 1,850 44,816
At 1 January 2018, net of RZE-N\E-HA—-H"

accumulated depreciation MK EFHE 222 39,883 2,776 85 1,850 44,816
Additions nE 432 482 1122 436 19 2,491
Disposals & (211) — (3) — — (214)
Transfer [k — 1,760 — - (1,760) —
Depreciation provided during the year 4 R47 & & & (F 3£8)

(note 8) (94) (5,455) (758) (91) = (6,398)
Exchange realignment X AR = (1,906) (1006) = 91) (2,103)
At 31 December 2018, net of RZZ-N\F

accumulated depreciation +-R=+-8"

NBRENE 349 34,764 3,031 430 18 38,592
At 31 December 2018: RZZ-N\F
+ZRA=+—8:

Cost B 388 51,689 5,278 1,558 18 58,931

Accumulated depreciation 2EHE (39) (16,925) (2,247) (1,128) — (20,339

Net carrying amount REFE 349 34,764 3,031 430 18 38,592
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14. PROPERTY, PLANT AND EQUIPMENT

31 December 2018
T N\F+=ZA=+—H

14. ¥I5% - #BERKEER)

(Continued)
Furniture,
Machinery fixtures
Leasehold and and office Motor  Construction
improvements  equipment  equipment vehicles in progress Total
AL BER
HERE BERKE BRPLFK RE ERIE @it
HK$'000 HK$'000 HK$'000  HK$'000 HK$'000  HK$'000
TET FTERT T  TER L  TER
31 December 2017 “E-tF
+ZA=t+-H
At 1 January 2017: —T—t+tF—-R—H:

Cost WA 428 48,004 2,999 1,314 1,404 54,149

Accumulated depreciation 2itME (120) (6,584) (955) (1,227) - (8,886)

Net carrying amount REFE 308 41,420 2,044 87 1,404 45,263
At 1 January 2017, net of RZE—tFE-A—-H"

accumulated depreciation NHAFmE 308 41,420 2,044 87 1,404 45263
Additions NE — 120 40 26 1,946 2,132
Transfer Hix — 530 1,157 — (1,687) —
Depreciation provided during the year 4 ¥ & % & (F1 8)

(note 8) (86) (5,052) (576) (28) — (5,742)
Exchange realignment I 5,38 & — 2,865 m — 187 3,163
At 31 December 2017, net of RZE—LF

accumulated depreciation +ZR=+—H"

ABRENE 222 39,883 2,776 85 1,850 44816
At 31 December 2017: RZB—+&F
+ZE=+-8:

Cost A 428 52,053 4,337 1,340 1,850 60,008

Accumulated depreciation 2itME (206) (12,170) (1,561) (1,255) — (15192

Net carrying amount REFAE 222 39,883 2,776 85 1,850 44,816
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—NF+=-A=+—H

GOODWILL 15. @&
2018 2017
—E-N\F —E—tF
HK$'000 HK$'000
FERT FAET
Cost and net carrying amount: BRI BRTEFEE -
At 1 January n—H—H 498,343 463,257
Impairment during the year FERRE (174,933) —
Exchange realignment PE o, 38 (25,858) 35,086
At 31 December R+ZA=+—H 297,552 498,343
Goodwill acquired through a business combination is METRENGANS  BREKS
allocated to the cash-generating unit of the Automotive HAKBENEER I EETEEY

Engines Business (the
impairment testing.

“"Automotive Engines CGU") for

Impairment test of goodwill

The recoverable amount of the Automotive Engines CGU was
determined based on a value in use calculation using cash
flow projections of financial budgets covering a five-year
period approved by management. The discount rate applied
to the cash flow projections was 21.42% (2017: 24.48%).
Management has determined the growth rate with reference
to the sales volume stipulated in the 5-year purchasing
plans signed with its major customers of the Automotive
Engine Business, the Automotive Engine Sales Framework
Agreements and Supplemental Agreements (as defined in
note 16), and the historical performance of these customers
to fulfill their purchasing plans. The cash flow projections
of the Automotive Engines CGU beyond the five-year period
of financial budgets are extrapolated using a growth rate
of 2.5% (2017: 2.5%), which did not exceed the long term
average growth rate of the industry. The discount rate used
is before tax and reflects specific risks relating to the unit.

Bisu Technology Group International Limited Lt #R B} 5 £ & B R A R A 7]
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15.

GOODWILL (Continued)

Impairment test of goodwill (Continued)
Assumptions were used in the value in use calculation of
the Automotive Engines CGU for 31 December 2018 and
2017. The following describes each key assumption on which
management has based its cash flow projections to undertake
impairment testing of goodwill:

Sales growth rates — The sales growth rates on product
types of the Group are estimated with reference to the sales
volume stipulated in the 5-year purchasing plans, and the
historical performance of these customers.

Discount rate — The discount rate used is before tax and
reflects specific risks relating to the Automotive Engines CGU.

During the year, the Group recognised impairment losses
of HK$174,933,000 in connection with goodwill allocated
to Automotive Engines CGU. The impairment losses are
made based on the results of impairment tests for the
goodwill using their values in use calculation in accordance
with HKAS 36 /mpairment of Assets with reference to a
valuation performed by Moore Stephens Advisory Services
Limited, an independent professionally qualified valuer. The
income approach was considered to be the most appropriate
valuation approach in the valuation.

In the opinion of the directors, the reason for the impairment
loss was mainly attributable to the financial performance
of Automotive Engines Business was less than expected for
the year ended 31 December 2018 because a significant
decrease in revenue in the Automotive Engines Business from
HK$1,478,266,000 in 2017 to HK$276,514,000 for the year.
Such decline was primarily attributable to a decline of China’s
overall automobiles and sport utility vehicle (“SUV") markets,
as well as the financial difficulties encountered by the vehicle
and vehicle parts manufacturing customers of the Group (the
“"Automotive Engines Business Customers”), which caused
the sales orders from these customers have decrease sharply
during the second half of 2018.

15.

31 December 2018
T N\F+=ZA=+—H

e (&)

BEZRE R (&)

FE T \FERZE—tF+=A
St RAAERHRREELEEN
e AEBERERTRZ - T Ei
EREEERESREEANETRE
BRENRASABRENSEEXTER

.
B

HEHRE — AEESELBERN
WEHERT) S ETERBHER
THONERREESHBERS
st o

BB E — P MBI KK BAT
ERREBAEZEIHRASELSE
(VAES N

FAN - AEERAEEHHRRS
EXBENU s AERRAEEE
174,933,000 ¢  WMEE BT ER
BIEEESFEANFEICREERE
KACHEEFE2EERE N
BERUDERHIEESERGHBER
BHEFBERARETHNMEEM
EH - MAEZHER AR EERH &
BEMEBERE -

EERAE RBREBBZIEARNAE
BEYRERNEE_T—)/\F+=A
ST+ —BILEFENPBRRARNOE
B TERAEESEEBH KA
B =% —+ F FE #11,478,266,000
7 TT K 8 Rk 2 AN 6 £ 276,514,000
Loz BEEEARPRERETE
REBAZAZE([EHAZHR
B)HWSER MAAEBTER
MEBHRERP(REREKE
BEPDBINVBEE - UL REZ
ERPHHEITER_ZT—FT¥*
FRIER D o
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16. INTANGIBLE ASSETS 16. B EE
Customer
contracts
BEFEN
HK$'000
FTER
31 December 2018 —E-NF+=-A=+—H
Net carrying amount: AREFE -
At 1 January 2018 RZZE—-—NF—H—H 556,230
Amortisation provided during the year (note 8) FNE B A 8 (BT 5E8) (26,371)
Impairment during the year FRRE (430,928)
Exchange realignment PE 5 o B (10,313)
At 31 December 2018 RZE—-N\F+=ZA=+—H 88,618
At 31 December 2018: R-ZB-N\F+ZA=+—8:
Cost (DN 669,741
Accumulated amortisation and impairment SEEERRE (581,123)
Net carrying amount FREFE 88,618
31 December 2017 —ZEZ—tH+=-H=+—H
Net carrying amount: FREFME:
At 1 January 2017 R-—ZZE—+F—H—H 569,171
Amortisation provided during the year (note 8) FAE B e ( 528) (61,754)
Exchange realignment ME 5, 38 B 48,813
At 31 December 2017 R_ZE—tF+-A=+—H 556,230
At 31 December 2017: RZTE—+F+A=+—8:
Cost DN 706,393
Accumulated amortisation ERE (150,163)
Net carrying amount FREFE 556,230
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17.

31 December 2018
—E-N\Ft-A=+-8

16. INTANGIBLE ASSETS (Continued) 16. B EE (&)
Customer contracts represent certain automotive engine EPAERNERABEHREERE(ER
sales framework agreements (the “Automotive Engine Sales AMFNT7R_E-—RFRITNET
Framework Agreements”) entered into by the Automotive AERRIEEERBE(REE
Engines Group (as defined in note 17) in 2015 and pursuant I EESRRZ]D - B BER
to which the related customers agreed to procure pre- FPREEBZZ—XREE-_T_FTFHK
agreed quantities of engines from the Automotive Engines AERHREERBENNTHE
Group from 2016 to 2020. In February 2018, the Automotive WEFBHE RN \F_H - A"E
Engines Group entered into certain supplemental Automotive BYOREECHBERTPILE T
Engine Sales Framework Agreements (the “Supplemental HWRAELEHRIHEERGZ (M
Agreements”) with the related customers, pursuant to which FWEl Bl BPEAHELEER
the customer contract period was extended to 2022, and the ET-F  URBREPRILEE
pre-agreed quantities of engines were adjusted based on the ERABREAMATEDREE - K
customers’ latest production needs. The customer contracts FPEAREBESHHERBEEES
are amortised to profit or loss under the unit of production fEBIEERR o
method over the relevant contract period.
The recoverable amounts of the intangible assets were BEEEMNIKESENFERALE
determined based on value in use calculation using cashflow BEMERESEEHRGELE
projections of financial budgets covering to the customer FmE(EREZSEZZF)EFAN
contract period of the Automotive Engines Agreements and MM REEAReREBAGTE
Supplemental Agreements extended to 2022 approved by MERAEEREMMET -BEE
management. Details of the assumption of impairment test ERENANFERUFENRE
of intangible assets are similar to the impairment test of B - FFEER £ EE15 o
goodwill which detailed in note 15 above.
FINANCIAL ASSET AT FAIR VALUE THROUGH 17. RARBEEZEBERIEZEE
PROFIT OR LOSS &E
Contingent
consideration
— profit
guarantee
RARE —
i Fll R 3%
HK$'000
FET
At 1 January 2017 W_E—+tF—H—H 2,911
Change in fair value NREE (2,911)
At 31 December 2017 \—E—tF+-HA=1t—H —
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17.

194

NE+=ZA=+—H

FINANCIAL ASSET AT FAIR VALUE THROUGH
PROFIT OR LOSS (Continued)

Pursuant to the sale and purchase agreement (the “Engines
SPA") entered into by the Group and Power Expert Global
Limited (“Power Expert”) for the acquisition of Well Surplus
Enterprises Limited and its subsidiaries (the “Automotive
Engines Group”) in October 2015 (the “Engines Acquisition”)
and the third supplemental sale and purchase agreement
(the “3rd Engines SPA”) in December 2017, Power Expert had
warranted and guaranteed to the Group that the audited
consolidated profit after tax of the Automotive Engines
Group (excluding any fair value adjustments arising from
purchase price allocation upon the completion of the Engines
Acquisition by the Group) as prepared in accordance with
HKFRSs, for the two years ended 28 February 2017 and 2018
shall not be less than the aggregate sum of HK$170,000,000
(the “1st Guaranteed Profit”) and HK$230,000,000 (the “2nd
Guaranteed Profit”) (i.e. in aggregate HK$400,000,000) (the
“Total Guaranteed Profit”).

In the event that the Total Guaranteed Profit had not been
achieved, Power Expert shall compensate the Group. Details
of the calculation of the compensation were set out in
the Company’s announcement dated 31 December 2017
and the Company’'s circular dated 20 March 2018. As at
31 December 2017, the directors of the Company determined
that the fair value of the profit guarantee was HK$Nil.

Bisu Technology Group International Limited Lt 3 &l 5 & B E R B R A 7

17.

BARBEEBRERIIEZSRA
EE(E)
BEBEASEBERTDERKEGR QA
(I3 88 3® K1) Bt U2 & well Surplus
Enterprises Limited X £ B 2 7 ([17
BERHREF)DRN T —AF 1A
VM EEHZ((HDHRESHED
([P EEKBDARR-_T—CF
TZRAFTUMEBE=ORETEE &
(E=HmHxEEmE] DERK
MASEABERRE  AEEHK
SERBEEAVBMELEAREN
BE-Z—+t&R=-_ZE—-—NE_A
ZHN\BLEMEFELEZEER
1% s I (B 38 AN & B 7R 35 8 i
WK ERBEE Y B mEED
FEHAAERAB)BI AT LREH
170,000,000/ 7T ([ E—HHRF & F 1)
%:.230,000,000/% 7T ([ 38 — BA{R & /&
F1)(BN 42 400,000,000 7T) (42
R B HH ) °

fief R BE 2 B AR IR FE A - TOBEIR IR
ARAAEBEELEE AHEAER
BE2ENFBHINARAEHR
—E—AHF+A=THHRER
ARelBH AT —N\F=A=1+H
BB - R_E—tF+_A=1—
B ARAEFERRFILDEMNZAN
BEATET-



18.

19.

31 December 2018
T N\F+=ZA=+—H

INVENTORIES 18. #&
2018 2017
—®-\F —E2—tF
HK$'000 HK$'000
TER FET
Raw materials JR 4 105,942 26,441
Finished goods B4 B 862 2,406
Goods in transit EHREY — 33,929
106,804 62,776
CONSTRUCTION CONTRACTS 19. BEEX
2018 2017
—E-N\HE —E—tF
HK$'000 HK$'000
TER FET
Gross amount due from customers for EWEFH A& 4]
contract work THRRERE — 66,530
Contract costs incurred plus recognised = E£H A KIKAMNES
profits less recognised losses to date &) F& 52 % 8 2 HE 3R
B8 — 3,078,827
Less: Progress billings B E R RERIA — (3,012,297)
= 66,530

L N
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20. CONTRACT ASSETS

_@a Notes to Financial Statements

20.

BHNEE

31 December 1 January 31 December
2018 2018 2017
—E-N\FE —ZE-N\F —E—+tF
+=—A=+—H —A—H +ZA=+-—H
HK$'000 HK$'000 HK$'000
THER FHET FET
Contract assets arising from: & & LA~ & HEH)
BREE:
Construction services ZE R 44,118 44,118 —
Civil engineering services TARIERH 153,816 198,173 —
197,934 242,291 —
Impairment BB (413) (645) —
197,521 241,646 —

196

Contract assets are initially recognised for revenue earned
from construction services as the receipt of consideration is
conditional on successful completion of construction. Included
in contract assets for construction services are retention
receivables. Upon completion of construction and acceptance
by the customer, the amounts recognised as contract assets
are reclassified to accounts receivable. The decrease in
contract assets in 2018 was the result of the decrease in
the provision of civil engineering services at the end of the
year. As at the year ended 31 December 2018, HK$413,000
was recognised as an allowance for expected credit losses
on contract assets. The Group's trading terms and credit
policy with customers are disclosed in note 21 to the financial
statements.

Bisu Technology Group International Limited Lt 3 &l 5 & B E R B R A 7
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20. CONTRACT ASSETS (Continued)

The expected timing of recovery or settlement for contract
assets as at 31 December 2018 is as follows:

20.

31 December 2018
T N\F+=ZA=+—H

BRNEEE)
R-TE-—NFE+_A=+—HBREL
BEMWESEFATEBRREDT

HK$'000

FH&T

Within one year —F R 172,972
More than one year 88— F 24,549
Total contract assets BMERNEE 197,521

The movements in the loss allowance
contract assets are as follows:

for impairment of

BHEEREBERBESHWT:

2018

—E-N\F

HK$'000

FET

At beginning of year F 1 —

Effect of adoption of HKFRS 9 MBI B RELRNER 2T E 645

At beginning of year (restated) FY (R ET) 645
Reversal of impairment of losses 18 & 18 Bl (B[ 5E8)

(note 8) (232)

At end of year FR 413

An impairment analysis is performed at each reporting date
using a provision matrix to measure expected credit losses.
The provision rates for the measurement of the expected
credit losses of the contract assets are based on those
of the accounts receivable as the contract assets and the
accounts receivable are from the same customer bases. The
provision rates of contract assets are based on days past due
of accounts receivables of various customer segments with
similar loss patterns (i.e., by geographical region, product
type, customer type and rating). The calculation reflects the
probability-weighted outcome, the time value of money and
reasonable and supportable information that is available at
the reporting date about past events, current conditions and
forecasts of future economic conditions.

e

REREBHERBEEREREETR
BN U ERHBAEEEE - &
EANEEEMGEEBRRNEEL
RNERNZFRYER  HRANE
ERERERXKEERAETPER -
MENEENBELELERAES
HEERUBEBEEAN TR Z S AR (B
s EmBR - FPER M
AW IR BB - st ERR
TAEEMNELER ERNEEE
EERNHEEHAINENERAE
S MBI BRI TR
ANEEREEZEEHR -
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20. CONTRACT ASSETS (Continued) 20. EHNEE(HE)
Set out below is the information about the credit risk TXHEHFERABEERAENRE
exposure on the Group's contract assets using a provision EENBEENEERBRER
matrix:
As at 31 December 2018 R=-TB-N\E+=-A=+—H
Expected credit loss rate T8 Hi{5 B E 18 kL & 0.03%—-9.85%

HK$'000 F/& 7T

Gross carrying amount 53R [ 42 {8 197,934
Expected credit losses 8 Hi{z & 518 413

21. ACCOUNTS AND BILLS RECEIVABLES 21. BRRERRKRERRE
Accounts and bills receivables represented receivables for EUWERRERERESHIER

contract work and sale of automotive engines. The payment
terms of contract work receivables are stipulated in the
relevant contracts and the credit period is generally 30 days.
The payment terms for receivables arising from sales of
automotive engines are mainly on credit and the credit period
is generally 90 days. The payment terms of bills receivable
are stipulated in the relevant bills and their maturity periods
normally range from 90 to 180 days. The carrying amounts
of accounts and bills receivables approximate to their fair

HEAEHZEHHNEBRER - 648
TREREZROGZXRFEZREES
HRETRE M EH—M&A308 - K
B §H &9 B 2% 5 1 A9 B URBR A A
RAEUNEEAET MEEH—K
A90H o FE UL = IR A 1 SR IG 3R A 4
BEBEANTR EHER 8N
F90ZE180H - EUEEE &FH&ZTTF
MEEmEREQAAREES

values.

2018 2017
—E-N\£F —E—+F
HK$'000 HK$'000
F#& T FHET
Accounts receivable JE UK BR X 178,221 1,191,019
Bills receivable e U = % 483,485 2,113
661,706 1,193,132
Impairment BE (144,452) -
517,254 1,193,132

Represented by: 255
— non-current assets — ERBEE 256,395 —
— current assets — REEE 260,859 1,193,132
517,254 1,193,132
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21.

ACCOUNTS AND BILLS RECEIVABLES
(Continued)

As at 31 December 2017, retentions receivable included in
accounts receivable amounted to HK$175,761,000 and were
repayable on terms ranging from two to three years.

During the vyear, the Group has re-negotiated with the
Automotive Engines Business Customers on the repayment
terms of the outstanding accounts and bills receivables
amounted to HK$592,615,000, in which those customers
have agreed to undertake to repay their outstanding amounts
by 12-month instalments basis commencing from 1 July
2019. As a result, certain of accounts and bills receivables
in total of HK$256,395,000 was reclassified from current
assets to non-current assets as the Group is expected to
recover such receivables more than one year as at the end
of reporting period.

In view of the aforementioned and the fact that the Group's
accounts receivable relate to a few number of major
customers, there is concentration of credit risk and further
details are discussed in note 41 to the financial statements.

The ageing analysis of the accounts receivable as at the end
of the reporting period, based on the invoice date and net
of loss allowance, is as follows:

21.

31 December 2018
T N\F+=ZA=+—H

FE W R R K BB W R 4B (AR

R—ZE—+E+-_A=+—8"
FREZTFEREHNERRELS S
175,761,000 7T - EFXHN TR E
=F -

REBEZEZ=—FT—\F+-_A=+—HL
FE AEEHREEHRERE
FPrEEREREKERREKRKER
592,615,000 7T #E 17 7 &1 - #& Ut -
ZERFA#BA_ZE-NELAR
SNHLZAEBEBBRENRIE -
- ETEUERREREERE
256,000 8 THMBEESHHEE
FERBEE BRBREHREIEE
BN BB —FUA KRB E/ERE
W FkIE -

ER LRI KA R B 2 R R R
HOBELRTIERPHEE MAE
EESTER  £—FSHBERYH
WRMFTNTHR ©

R|EHR > BEREFIZEZAHL
B REBR ZEREDTMT

2018 2017

—E-N\E =+ F

HK$'000 HK$'000

F#& T FH& T

1 to 3 months —2=A 146,768 1,039,876
4 to 6 months mZ= < E A 2,390 150,379
Over 6 months NE AN £ 2,272 764
151,430 1,191,019
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21. ACCOUNTS AND BILLS RECEIVABLES 21. EWERREEKREE (&)
(Continued)
The maturity profile of bills receivable, based on the issue EWEBREEZTAERRNKREE
date and net of loss allowance, is as follows: BEENEBIBASYIEHOT
2018 2017
—E-N\F —E—tF
HK$'000 HK$'000
TET FETT
Up to 3 months %=1 A — 2,113
4 to 6 months A = 184,936 —
Over 6 months ~AE AU B 180,888 —
365,824 2,113
The movements in the loss allowance for impairment of EWRERRERERREBERE
accounts and bills receivables are as follows: ZBET
2018 2017
—E-N\F —EF—tF
HK$'000 HK$'000
TET FETT
At beginning of year F 1) = —
Effect of adoption of HKFRS 9 KWE AN B REER
FoOR s & 19,322 —
At beginning of year (restated) FHEEY]) 19,322 —
Impairment losses (note 8) B & 18 (P 5E8) 125,130 —
At end of year FR 144,452 —
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21.

ACCOUNTS AND BILLS RECEIVABLES

(Continued)
Impairment under HKFRS 9 for the year ended
31 December 2018

The Group applies the HKFRS 9 simplified approach to
measuring expected credit losses which uses a lifetime
expected loss allowance for all accounts and bills receivables.
The Group determines the provision for expected credit
losses by grouping together accounts and bills receivables
with similar credit risk characteristics and collectively
assessing them for likelihood of recovery, taking into
account prevailing economic conditions. For accounts
and bills receivables relating to accounts which are long
overdue with significant amounts or known insolvencies,
financial difficulties or non-response to collection activities,
they are assessed individually for impairment allowance.

Set out below is the information about the credit risk
exposure on the Group’s accounts and bills receivables using

a provision matrix:

As at 31 December 2018

Expected credit loss rate TEEEEERBRLE
Gross carrying amount FRE4E
Expected credit losses BHEEERE

31 December 2018
T N\F+=ZA=+—H

1. BRERREERER R

BREEBVBHRELENEIRE
E-E-N\F+ZA=+—-HL#HF
E 2 mE
AEBERMBFBMHREENFNR
BT A EBRMEERR  UE
WERKANEECR2HEYNE
BEE RIAGEHEEER &
SEZRERNEERRSBYE
WK EZEED A NERB K E
B REFHERDAATEE - Y
REGBHASHRERNEWERK
RBEZKRP HEHMENER B
B 75 IR B s B W ROR B R 2 BR
F-RAlgER T hmEEES -

TR BB ERH H AR
8 0 R R R R 12 LR
A
R=Z—-/\F+=B=+—8
0.00%-24.82%
HK$'000 F/& 7T

661,706
144,452
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21. ACCOUNTS AND BILLS RECEIVABLES 2. EUWRRREWREE(E)
(Continued)
Impairment under HKAS 39 for the year ended REEBEFTRAEIRBE=
31 December 2017 EB-tH&+ZA=+—HLEFE
2R A
The ageing analysis of the accounts receivable as at REBBSAEFEIRN T —
31 December 2017 that were not individually nor collectively t¢+_ﬂ =t+—HYEEREE
considered to be impaired under HKAS 39 is as follows: RE R E & FE R KBRS 9 AT
ZZD—I— :
2017
—tF
HK$'000
FH& T
Past due but not impaired: 60 2B 3 R 1B
1 to 3 months past due mEH—==@A 154,384
4 to 6 months past due w0 BR O = SN (E A 236
Over 6 months past due 6 HA R AR 7N (@ A 199
154,819
Neither past due nor impaired Bt e BR R ORI (E 1,036,200
1,191,019
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Notes to Financial Statements

ACCOUNTS AND BILLS RECEIVABLES

(Continued)

Accounts receivable that were neither past due nor impaired
relate to a few number of major customers for whom there
was no recent history of default.

As at 31 December 2017, accounts receivable that were
past due but not impaired related to a few number of
major customers that have a good track record with the
Group. Based on past experience, the directors were of the
opinion that no provision for impairment under HKAS 39
was necessary in respect of these balances as there had not
been a significant change in credit quality and the balances
were still considered fully recoverable. The Group does not
hold any collateral or other credit enhancements over these
balances.

For the year ended 31 December 2018, the Group endorsed
certain bills receivable accepted by banks in PRC (the
“Derecognised Bills”) to certain of its suppliers in order to
settle the accounts payable due to such suppliers with a
carrying amount in aggregate of RMB666,703,000 (2017:
RMB1,767,000,000) (equivalent to HK$791,069,000 (2017:
HK$2,037,000,000)). The Derecognised Bills had a maturity
of one to six months at the end of the reporting period. In
accordance with the Law of Negotiable Instruments in the
PRC, the holders of the Derecognised Bills have a right of
recourse against the Group if the PRC banks default (the
"Continuing Involvement”). In the opinion of the directors,
the Group has transferred substantially all risks and rewards
relating to the Derecognised Bills. Accordingly, it has
derecognised the full carrying amounts of the Derecognised
Bills and the associated accounts payable. The maximum
exposure to loss from the Group’s Continuing Involvement in
the Derecognised Bills and the undiscounted cash flows to
repurchase these Derecognised Bills is equal to their carrying
amounts. In the opinion of the directors, the fair values of the
Group’s Continuing Involvement in the Derecognised Bills are
not significant. During the years ended 31 December 2017
and 2018, the Group has not recognised any gain or loss
on the date of transfer of the Derecognised Bills. No gains
or losses were recognised from the Continuing Involvement,
both during the year or cumulatively.

B RS RR M AL

31 December 2018
- N\FE+ZA=+—H

W RS R B R B (&)

REARTERENERERES
HAEBEFPHERB  WEOHLER
BRC K o

R-ZE—tF+-HA=1+—8 8
18 36 48 Ak (B 7 JE WX RR 5K J0 B B B2
BRLZTIERFPHEBE RFEALK
BRXHHCERR I - RIBAERLSR -
EERR BREFBITERE3
St REFAESRERIEREER
REBEREXRLESEAEEG B
MARB/AZBREEREHEH - K
SEWE LT GBI AEAEHA
2k EL A (E B AR

REBEZ_FE-N\F+-A=+—H1E
FE -ASERAEETHEZREER
HIRTTEMNSE TRKER(BE&LE
BREE] UWEERMNZSHER
BRMEE A A R#666,703,00000 (- =
—+4F: AR ¥1,767,000,0007T) (4
B 1791,069,0008 (=T —tF :
2,037,000,0008 ) FEBE 3K B4
tEREEXNBREAR—ZHEA
WEH - REBEFEARANBERIE
o WA IRITEL  BERIEER
EEBEAAERARNEERE ([FHE
ESENH])  EFEEFRAR  AKEEHE
BERIEZEBRRBO AR KB R -
it - HERIEBEREREBRER
REBAENERE2EEEE -
SENCRIBRERIFEEY
EHMEREEN R KRR RE
EIZEEREEREEERARE
ERENFEEERE EFRAE &
SENCRIBRERIFEEY
EHHMAARBELFER - BHEZT
—tFERZE-)\E+=A=+—H
IHFE  AEEVERRTHRER
ItEREHREZEB B FE KK
B8 - RAFERTRAFERA
MERSEESEHRAER -
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22.

23.

204

—NF+=-A=+—H

PREPAYMENTS, DEPOSITS AND OTHER 22. ERIE RERHEMEWRK
RECEIVABLES
2018 2017
—E—NEF —E—+tF
HK$'000 HK$'000
FERT FET
Prepayments TEF IR 517 990
Deposits and other receivables & K E i JE YR 33,561 18,112
34,078 19,102
Less: Non-current portion B EBNER B — (566)
Current portion Bl ER =6 4> 34,078 18,536
None of the above assets is either past due or impaired. it EEREE T ERE o Elli
The financial assets included in the above balances relate to HREENEMEEHHETETER
receivables for which there was no recent history of default. LN EWNRERE - HaERRK
The carrying amounts of other receivables and deposits ket GHEEEQAABRSE -
approximate to their fair values.
CASH AND CASH EQUIVALENTS 23. RERBRELEEY
2018 2017
—E-N\F —E—+tF
HK$'000 HK$'000
FET FAET
Cash and bank balances e RIBITH & 26,971 68,623

At the end of the reporting period, the cash and bank
balances of the Group denominated in RMB amounted to
HK$1,597,000 (2017: HK$40,492,000). The RMB is not freely
convertible into other currencies, under PRC's
Foreign Exchange Control Regulations and Administration
of Settlement, Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange RMB for
other currencies through banks authorised to conduct foreign
exchange business.

however,

R EEERAR AR

Bisu Technology Group International Limited Lt 32

RBREBR AEEUARBE
# 3R & & IR 17 4 #421,597,000% 7T
(= ZF —+ 4 : 40,492,000 7T) ° A
RETSERALBAEMER - 1E
AR 15 7R B N & 2R M 151 ) e S B
EEMIETERTE) AEEEE
BREREETINEEBNRTE
ARBH B BHME ¥ -



23.

24.

CASH AND CASH EQUIVALENTS (Continued)
Cash at banks earns interest at floating rates based on
daily bank deposit rates. Short term time deposits are made
for varying periods of between one day and three months
depending on the immediate cash requirements of the Group,
and earn interest at the respective short term time deposit
rates. The cash and cash equivalents are deposited with banks
with high credit ratings and no recent history of default.

31 December 2018
T N\F+=ZA=+—H

RERREFEYW(H)
ROTRSEEREARTERFE
EESFZHHNERRFE - RFX
SEMARRSTE  EHEHT
%m@@ﬂ$—aEEMHT%'i
1% % 12 E B 1T SRR R BRER R B
RekReSENFRNER &ﬁ
T HA 3 A R BN SR R AT

ACCOUNTS PAYABLE 24. BB
An ageing analysis of the accounts payable as at the end THRKREZAMNREREHNRE
of each reporting period, based on the invoice date, is as ER R 2 BR# AT
follows:
2018 2017
—E-NF —E—LtF
HK$'000 HK$'000
TER FET
Within 3 months =@ AR 101,069 663,081
4 to 6 months Mz XE A 28,187 4,217
Over 6 months #8348 7X@ A 211,504 2,379
340,760 669,677
At 31 December 2018, retentions payable included in RZE-NF+_RA=+—8"
accounts payable amounted to HK$13,348,000 (2017: FERTBR B B2 R FE TR B KA
HK$13,103,000) and were normally settled on terms ranging 713,348,000 L(= & — + E :
from two to three years. The carrying amounts of accounts 13,103,0007T) - — BN FRE=F
payable approximate to their fair values. NEEH - JEﬁEE WEREEEEAQ

Accounts payable are non-interest-bearing and are normally
settled on terms ranging from 7 to 120 days. The payment
terms are stipulated in the relevant contracts.

.

AERE

3

EBRERAERFTFE  —BNHT72
ROBALEE - TNEFREBED
HETEY ©
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T N\F+=ZA=+—H

25. OTHER PAYABLES AND ACCRUALS 25. HhERRRFEARE A
2018 2017
—E-N\fF —E—+tF
Notes HK$'000 HK$'000
BT 5+ FHBT F# T

Accruals of costs for contract work & 49 T2 Ak 24N &9

EiRE R 52,333 63,867
Other payables H b FE 3R (a) 17,504 38,782
Accruals EREA 16,115 12,693
Due to a shareholder B — 2R R FRIA (b) 7,500 6,000
Due to a director Bt —REERIB © 2,220 —
95,672 121,342

Represented by: K&
— non-current liabilities — ERBEE 7,944 —
— current liabilities — RnyaE 87,728 121,342
95,672 121,342

The carrying amounts of other payables and accruals
approximate to their fair values.

Notes:

(@  Other payables are non-interest-bearing and are expected to
be settled within one to two years.

(b)  The amount was unsecured, interest-free and repayable within
three years.

(0 The amount was unsecured, interest-free and no fixed terms
of repayment.
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26.

31 December 2018
T N\F+=ZA=+—H

INTEREST-BEARING BANK AND OTHER 26. GHERITRHEMER
BORROWINGS
2018 2017
—E-N\f “E—+tfF
Contractual Contractual
interest interest
rate (%) rate (%)
per annum Maturity ~ HK$'000 per annum Maturity ~ HK$'000
ARER= BHFF| %
(%) ZHA TER (%) falpse)=! TEL
Current biok]
Bank overdrafts — unsecured  $RATE T —EE I The Hong Kong  On demand 5,265 — N/A —
dollar prime RER TE R
rate = 1% or
HIBOR + 1%
ROBIREE
FE-1%
REBRT
BEFE+ 1%
Bank loans — unsecured RITER — BER HIBOR 2019 7,490 HIBOR 2018 3,933
+175% t0 25% Z—E-N%E +25% ZT-N\F
ERRITRAERS ERRTRAERE
+ 1.75% £2.5% +2.5%
Other loans — unsecured HthEH — EEF 10% - 12% 2019 51,500 5% - 12% 2018 42,500
—B-0% —E-N\E
64,255 46,433
Non-current ERE
Other loans — unsecured HpEH — BiHE 5% 2020 6,000 — — —
g 33
70,255 46,433

L N
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31 December 2018
- N\FE+ZA=+—H

26. INTEREST-BEARING BANK AND OTHER

BORROWINGS (Continued)

Notes:

(@  The Group's overdraft facilities amounting to HK$6,000,000
(2017: HK$6,000,000), of which HK$5,265,000 (2017: Nil) had

been utilised as at the end of the reporting period.

(b)  The Group's interest-bearing bank and other borrowings are

repayable within one to two years.

() A corporate guarantee was given by the Company for the
outstanding balance of bank loans of HK$12,755,000 (2017:

HK$3,933,000) as at 31 December 2018.

(d)  All borrowings are in Hong Kong dollars.

27. CONVERTIBLE BONDS

The convertible bonds recognised

in the consolidated
statement of financial position are bifurcated into two
components for accounting purposes, namely the liability

26. FTEERITR H 5K (&)

B &

@ =XK&

BEWEXBRERER

6,000,000 (= T — + F:
6,000,000/ 7)) * R¥EHR - &
715,265,000 (ZF—tF : )

A -

(b) AEBENRITREMTEERE

R—EMFRERE -

© ARAFR

\ZE-N\F+ZA=

T+ —BHEAEERITERE S
12,755,0008 (= & — & F:
3,933,000/ ) IR 1 AR o

d  FPBERAEITFE-

27. AR ESF

PR B 5 IR R FE R R IR R

FEETREm O RMERD - 25

A

EE%% 3R

component and the equity component, and the movements in A EEHANES AT
these components during the reporting period are as follows:
Liability Equity
component component Total
EEHy HEEBD ®Et
HK$'000 HK$'000 HK$'000
FAT FAET FAET
At 1 January 2017 R-—_ZE—+F—H—H 359,818 390,716 750,534
Interest expense (note 7) FEFAZ(MFE7) 27,847 — 27,847
At 31 December 2017 and )5/‘:93 +F
1 January 2018 ‘f’ =t+—BRK
= —)\i—ﬁ —HA—H 387,665 390,716 778,381
Interest expense (note 7) A EFZ (M 5E7) 30,363 — 30,363
Gain on extinguishment of HERATRRESZ
convertible bonds Y & (65,617) (15,140) (80,757)
At 31 December 2018 R_ZE—\F
+=A z+ 352,411 375,576 727,987
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27. CONVERTIBLE BONDS (Continued)

The details of the outstanding principal amount of the
convertible bonds is as follows:

31 December 2018
T N\F+=ZA=+—H

CE:Y §-€- 3¢ )
BRERRERETRRES A EF
B

HK$'000
TET
At 1 January 2017, 31 December 2017, W_ZE—+F—H—H"
1 January 2018 and 31 December 2018 —T—+F+A=+—8"
—E-N\EFE-A-BK
—E-NF+ZA=+—H 390,000

A reconciliation of the principal amount of the convertible
bonds to their fair value upon completion of the Engines
Acquisition is as follows:

HBRRBERE  JRBRESA
TREHERNREHENT:

HK$'000

FHET

Principal amount Vi 390,000
Fair value adjustment NABEHAE 336,698
Fair value NE 726,698

On 4 February 2016, the Company issued zero coupon
convertible bonds with an aggregate principal amount of
HK$390,000,000 to Power Expert as part of the consideration
for the Engines Acquisition. The maturity date of the
convertible bonds is on the second anniversary of the date
of issuance (i.e. 4 February 2018). The convertible bonds bear
no interest on the principal amount. No security or guarantee
is granted in respect of the convertible bonds. The convertible
bonds can be converted into 195,000,000 ordinary shares
in the Company at the initial conversion price of HK$2.00
per conversion share (subject to adjustment pursuant to the
terms of the convertible bonds). The Company may at any
time before the maturity date by written notice redeem the
convertible bonds at 100% of the principal amount. Any
amount of the convertible bonds which is redeemed by the
Company will forthwith be cancelled.

RZZ—X"E_AWA  AREMRIH
BEIR PR B 1T AN 42 % 5390,000,000
BTHZTEARKRES  UIERE
BRI EH LS RE - IRKRESH
MEIHAAZITESENE —EBFR
(B —ZE—N\FE_-AMA) - aJBKRE
HFHARSEILTETE - BER TR
EFEFEHERLER - ATBRRES
AR LSRR E SRR R R %H2.00
BT (BHFRETBRRESNERA
) 58 AR R R 195,000,000 0% &
B o ANRE) AR EIHI B AT BE B E 1B
EHE B ML AR £ FEH100% & B 7] 8
B &% o AR A FTIE B A E [ AT 8
BEHSBEBIIBH TS -
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27.

210

—NE+=ZA=+—H

CONVERTIBLE BONDS (Continued)

On 13 March 2018, the Company has executed the
extension of the maturity date of the convertible bonds
for 2 years from 4 February 2018 to 4 February 2020 (the
“CB Extension”). As a result of CB Extension, the liability
and equity component was extinguished by approximately
HK$65,617,000 and HK$15,140,000, respectively, based on
revaluation upon the date of execution on 13 March 2019,
and resulted that the convertible bonds were reclassified
from current liabilities to non-current liabilities during the
year. The revaluation was carried out by Moores Stephens
Advisory Services Limited, an independent professional valuer.
On the other hand, the carrying amount has been charged
with imputed interest, the outstanding principal amount
of the convertible bonds remained to HK$390,000,000 for
the year ended 31 December 2018 with maturity date on
4 February 2020. No convertible bonds were converted
during the year ended 31 December 2017 and 2018 and the
outstanding principal amount of the convertible bonds was
HK$390,000,000. Further details of the CB Extension are set
out in the Company’s announcement dated 31 December
2017 and the Company’s circular dated 20 March 2018.

As at 31 December 2017, the convertible bonds with an
aggregate principal amount of HK$390,000,000 were
deposited with an escrow agent in favour of the Company
as security for the 1st Guaranteed Profit and the 2nd
Guaranteed Profit. The convertible bonds in the principal
amounts of HK$165,750,000 and HK$224,250,000 shall be
released to Power Expert if the audited consolidated profits
after tax of the Automotive Engines Group for the two years
ended 28 February 2017 and 2018 are equal to or more than
the 1st Guaranteed Profit and the 2nd Guaranteed Profit,
respectively, after the issue of the auditors’ certificate for
each period. During the year, the convertible bonds have
been released to Power Expert on 6 August 2018. Details
of which was set out in the announcement of the Company
dated 6 August 2018.

Bisu Technology Group International Limited Lt 3 &l 5 & B E R B R A 7

27.

—Hﬁ‘ MR 1& % (&)

—E-N\F=A+=8"KraH
T%kﬁ%ZH%Em T-NF
—HAMNBRERMFE_ZE_TF_HA
MBE(AIBRESFLER]) - ARATE
REFTER  RE-_ZE-NF=H
T=ZB(RIBHZ2EHEE " BE
Ko vz 8010 0 Bl 5 #5 4965,617,00078
7T }%15,140,00078 7T * B F N A
REFHABEEEHHDEEIER
PEBE -EFHEHBIEXRMGE
BMoores Stephens Advisory Services
Limited 17 - 5 —/H HE > lRREAED
m%ﬁiﬂ@*@i_gfﬂi+_
A=+ —RAIEFE A RAEF &
KB E A% % /2390,000,0007% 7T -
AR _T_TF_AOA - ®
HE_ZT—+tFRK_ZT-N\F+A
=t—HLEFEMEERABRE
HFRABRRESFHAERERATER
390,000,0007% 7T ° A B Al 3% L& 7
EERNE-—TFBHNARRBEH
R-IB—tF+-_A=+—HHORSH
MARRBIBRA_ZE—NF=ZA_+
H #38 K

—tF+-_A=+—H K&
42 %8 #390,000,000/8 7T 2 A] R fR &
FREUARRF BT AFATER
B UEARFHREFSMNRE_IF
RFERAER - WTEEFHEE
EREZEZ_ET—tFR_T-\F=
AZTN\BIEREFE 2 K&EZEE
R ENDMBEENHEBRE
HRZBRAMNERE_BREEN - A
Rt & RN ZEAERRZ - A2
¥ #£165,750,000/% JT % 224,250,000
BILZABRKRES G EERTIIEE
IRIK o REAR - IBBRESFERZE
—\ENARNBMTEEERKEE K - 1
BEBEHRARFBERH AT —\F
)\H/\EZ _\i °©



31 December 2018
T N\F+=ZA=+—H

28. PROMISSORY NOTES 28. ARHEE
2018 2017
—E-N\E —E—+F
HK$'000 HK$'000
T8 T FET
First Note F—2E 216,908 199,893
Second Note E-ER 295,479 274,025
512,387 473,918

On 4 February 2016, the Company issued two promissory
notes with face values of HK$174,250,000 (the “First Note")
and HK$235,750,000 (the “Second Note”) in favour of
Power Expert as part of the consideration for the Engines
Acquisition. Both the First Note and Second Note carry
interest at a rate of 10% per annum. The outstanding
principal amounts plus any accrued interest will be repayable
on the maturity date falling on the second anniversary of
the date of the First Note and Second Note, i.e. 4 February
2018.

On 31 December 2017, the Company has extended the
maturity date of the First Note and Second Note for 2
years from 4 February 2018 to 4 February 2020 and the
interest rate was adjusted downwards from 10% to 8%
per annum, all accrued and outstanding interest shall be
repaid on the extended maturity date of 4 February 2020.
The gain on modification of promissory notes amounted to
HK$15,160,000 was recognised as other income for the year
ended 31 December 2017. Further details are set out in the
Company’s announcement dated 31 December 2017 and the
Company'’s circular dated 20 March 2018.

The carrying amounts of the First Note and Second Note at
year end were computed by discounting the face values of
the notes by the effective interest rate and the outstanding
interest payable.

RZZE—RF-_AWNH ' AXAFIMIG
BEIRIR A T ABITRBL AN 21
& 4174,250,00058 7T ([E— =& )
%235,750,0007 ([ =R &) -
NERBESHRINEBNTES»RE - F
—EBRE_FEBEHIZFHEIO0%
AR REEBACHER T MR
FEBERFEFEBRE_FZEN
Fo_REFERBEIZ_ZE—N\FE_-AMN
H)WEHREE -

RZE—tF+ZA=+—8H &2
AEHNE—EBRE_FZRIH
B Z— )/ \F_ANAEERESR
—ZE-ZTHF_AMH - MEFEEH
10% T EEE8% * FTEEAIRIER
MABEMNBEAR-_ZE-_ZTF_AI
AKTERIBARAER - Wﬁ%%%
& 2 W 25 515,160,000 TR E &
Z—+tF+-A=+— Hti&ﬁw
BEMKA - BELZFBHRAAFA
HEZT—tF+-A=+—HZA
ERARNFTEBRAE-ZTE—NF=A=
THZBK -

F-EBERF_EBERFROER

EEEﬁmNT&hﬁﬁﬁﬁﬁﬂ
ERREMNEERMRAE -

Annual Report 2018 —Z—\&FEH 211

S



a \-

w» Notes to Financial Statements
= o IR R ML
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- N\FE+ZA=+—H

28. PROMISSORY NOTES (Continued)

28.

As at 31 December 2017, the promissory notes with an
aggregate face value of HK$410,000,000 were deposited
with an escrow agent in favour of the Company as security
for the 1st Guaranteed Profit and the 2nd Guaranteed Profit.
The promissory notes in the face values of HK$174,250,000
and HK$235,750,000 shall be released to Power Expert if
the audited consolidated profits after tax of the Automotive
Engines Group for the two years ended 28 February 2017
and 2018 are equal to or more than the 1st Guaranteed
Profit and the 2nd Guaranteed Profit, respectively, after the
issue of the auditors’ certificate for each period. During the
year, the promissory notes have been released to Power
Expert on 6 August 2018. Details of which was set out in

the announcement of the Company date 6 August 2018.

29. DEFERRED TAX

29.

The movements in deferred tax liabilities during the year are

AEERE(E)
R-_ZE—+F&+-_A=+—H"  #m|
B #410,000,0007% T 7 # H = &
WARB AT AGTATERE
LAE RS —TERE &M & EZHER
BmA 2B o WA EEHRER
HE-_ZT—+tFh-_F—\HE-_A=
TNBHEMEFE 2 EEZEAR
MEBFDHNERKEBABE A
REMEE-_BRZF&EZF - AR
ZHMBE L ZEMERE  @BEE
174,250,0003% Jt % 235,750,000 JT
CHEREEZEBERTIERI - B
FR - ARZEBEER-_ZT—N\FENA
ANEARITRERRE N - HEFBHE
RARAFIBEB A —_Z—N\F )\ A/NH
Z N\ tt: °

EL%E

as follows:
Depreciation Fair value
allowance  adjustments
in excess  arising from
Withholding of related acquisition of
tax  depreciation  subsidiaries Total
BERE WENELF
wEN EEN
BB HERHE DAERE meE
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET
At 1 January 2017 R-ZE—+F—f—H 3,349 15 90,596 93,960
Deferred tax charged/(credited) to  FR7EBHIMBR (Gt A)
profit or loss during the year IR B IR (P &)
(note 11) 10,000 (@) (9,263) 733
At 31 December 2017 and R-F—L%F
1 January 2018 +ZRA=+-Hk
= —\E—A—H 13,349 11 81,333 94,693
Deferred tax credited to profit or  FAEBEFTAMELER
loss during the year (note 11) I8 (fft 5E11) — (10) (68,595) (68,605)
At 31 December 2018 R-E-N\%&
= AESF—H 13,349 1 12,738 26,088
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29. DEFERRED TAX (Continued)

At 31 December 2018, the Group has tax losses arising
in Hong Kong of HK$23,752,000 (2017: HK$23,783,000).
Subject to the final assessment of the Hong Kong Inland
Revenue Department, these tax losses are available
indefinitely for offsetting against future taxable profits of the
companies in which the losses arose. The Group also has tax
losses arising in PRC of HK$1,734,000 (2017: HK$1,771,000)
that will expire in five years for offsetting against future
taxable profits of the companies in which the losses arose.

Deferred tax assets have not been recognised in respect of
these losses as it is not considered probable that taxable
profits will be available against which the tax losses can be
utilised.

Pursuant to the PRC Corporate Income Tax Law, a 10%
withholding tax is levied on dividends declared to foreign
investors from the foreign investment enterprises established
in PRC. The requirement is effective from 1 January 2008
and applies to earnings after 31 December 2007. A lower
withholding tax rate may be applied if there is a tax treaty
between PRC and the jurisdiction of the foreign investors.
For the Group, the applicable rate is 10%. The Group is
therefore liable for withholding tax on dividends distributed
by those subsidiaries established in PRC in respect of earnings
generated from 1 January 2008.

Deferred tax has not been recognised for withholding taxes
that would be payable on certain unremitted earnings
that are subject to withholding tax of one of the Group's
subsidiaries established in PRC. In the opinion of the directors,
it is not probable that these subsidiaries will distribute
such unremitted earnings in the foreseeable future. The
aggregate amount of temporary differences associated with
investments in subsidiaries in Mainland China for which
deferred tax liabilities have not been recognised amounting to
HK$323,632,000 (2017: HK$281,030,000) as at 31 December
2018.

There are no income tax consequences attaching to the
payment of dividends by the Company to its shareholders.

31 December 2018
T N\F+=ZA=+—H

29. EERIE(E)

RZEBE—-NE+_A=+—8" &
SEEEFBEMELENHEREB
/23,752,000 jo(= & — £ F:
23,783,000/ JT) o LR X & B
BREREFTE  EERIEEE
NEREANKEEBATARK
FERBEF - REBEEPEMHBIE
&5 18 51,734,000 L (ZF —+F
1,771,000 L) - BERFAEE -
HIEBE AR RKERBEF -

TELZSERERELHAEE
JRIEA & KA BE A & s B A AT A
M H BB R -

BEPEDSEMERE  RAREK
VWINEREBERRANTIREES
IKE I B IR BI0%TEMHIE - % B
KHZZEENF-—A—BREEKR I
ERR=-ZZT+LF+-_A=1+—H%
EEREMN ERBEENFTRESE
FTBRl AR BN BEHE - I AT
ABEEBENHEE  HAKEMS
BRABEREI0% - Wit - AEEEE
ARZERPEL LK B RRR
—EENF-A—HRBREEMNHEFFT
DRI B AR TEEL -

ANEBEFRHRZ IO —EHEAQF
WE T AREHKRZS BHKRBI/R
HERMARZSEMNENRERELT
TIH - EERA  ZEMBAFTK
AR ER FERNERDEE BARE
tzE e R N\F+—A=+—
B 8RR ABHEBARKRESR
ERABRECH BEEERMEE
4B 4858 /3323,632,0008 T (— B —+
£ 1 281,030,000 7T) °
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SHARE CAPITAL 30. &
Shares Bz 14
2018 2017
—E-)N\F —E—+tF
HK$'000 HK$'000
F&T FAT
Issued and fully paid: BEETRHE:
200,000,000 (2017: 200,000,000) 200,000,000/%
ordinary shares of HK$0.01 each (ZE2—+%F:
200,000,000/ )
BREE0ET
B i A 2,000 2,000

Share options
Details of the Company’s share option scheme are included
in note 31 to the financial statements.

SHARE OPTION SCHEME

Pursuant to an ordinary resolution passed on 24 March 2016,
the shareholders of the Company approved the adoption of
a new share option scheme (the “Scheme”). Unless otherwise
terminated or amended, the Scheme will remain in force for
10 years from the date of adoption.

The purpose of the Scheme is to provide incentives and
rewards to eligible participants who contribute to the
success of the Group’s operations. Eligible participants
of the Scheme include full-time or part-time employees,
including any executive directors of the Group; and any
business or joint venture partners, contractors, agents or
representatives, consultants, advisers, suppliers, producers or
licensors, customers, licensees (including any sub-licensee) or
distributors, landlords or tenants (including any sub-tenants)
of the Group or any person who, in the sole discretion of
the Board, has contributed or may contribute to the Group.
The Scheme became effective on 29 March 2016 and, unless
otherwise cancelled or amended, will remain in force for 10
years from that date.
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31.

Notes to Financial Statements

SHARE OPTION SCHEME (Continued)

The maximum number of unexercised share options currently
permitted to be granted under the Scheme is an amount
equivalent, upon their exercise, to 10% of the total number
of shares of the Company in issue as at the date when the
Scheme was approved by the shareholders of the Company
in a general meeting, which is a total of 20,000,000 shares
available for issue under the Scheme. The maximum number
of shares issuable under share options to each eligible
participant in the Scheme within any 12-month period is
limited to 1% of the shares of the Company in issue at any
time. Any further grant of share options in excess of this limit
is subject to shareholders’ approval in a general meeting.

Share options granted to a director, chief executive officer
or substantial shareholder of the Company, or to any of
their associates, are subject to approval in advance by
the independent non-executive directors. In addition, any
share options granted to a substantial shareholder or an
independent non-executive director of the Company, or to
any of their associates, in excess of 0.1% of the shares of
the Company in issue at any time or with an aggregate value
(based on the price of the Company’s shares at the date of
grant) in excess of HK$5 million, within any 12-month period,
are subject to shareholders’ approval in advance in a general
meeting.

The offer of a grant of share options may be accepted within
21 days from the date of the offer, upon payment of a
nominal consideration of HK$1 in total by the grantee. The
exercise period of the share options granted is determinable
by the directors and ends on a date which is not later than
10 years from the date of the offer of the share options.

The exercise price of the share options is determinable by
the directors, but should not be less than the highest of (i)
the closing price of the shares of the Company as stated in
the Hong Kong Stock Exchange daily quotation sheet on the
date of grant of share options; (ii) the average of the closing
prices of the shares of the Company as stated on the Hong
Kong Stock Exchange for the 5 trading days immediately
preceding the date of the offer; and (iii) the nominal value
of the shares of the Company.

31.

B RS RR M AL

31 December 2018
- N\FE+ZA=+—H

iR 2 (&)
BERAREZTE L 2 RITEE
BEE=SE8HEARSEN(EHETHE
B)ADRR N ZTEIERRRIREE
REREEHEZERZEEHITRMN
BEMN10% 2 88 - AVARIEETEIAT T
2174 3£20,000,000% & 10 - BEA
B2 EERNTR1MEABHERIR
B EETIRONERRE
BEATESBBAARTRIMAEEE
BTGB 1% - LiE—FREBE
ZPREE AR B R R AE AR R
ANEE#E -

BREAIXTARRZES - 1THA
BATERRIEAREZBHEA
HRAFERRBIUFFATESIE
AN - AR AR E 1218 A B R R
FTARRIZEBRRKBILIFNTT
EFERTMRFIHEAMBE L AN
RARAEM K IREEITRMDE0.1%
HBERARRROVNELER 2
ERHBEBAEE T BRES
ARBEREBRRAG LELAME -

BREBEREZENATRENR L
A2ARA RAERAXNEZERES
HIBTTRTUER - ERLBRE
ZITHEHAHEFET  TEMNER
BEREEHEAEFOFZATE

BREZTEEBIRESTET K
ARIRTIZzERE  VRELE
BEEREREMIMBERESR
P32 RAR B Wi & ¢ (DR B &
ZHBRHASERZAER BB
5l 2 AR B R SF G W T AE ¢+ Radii)
RRRBAD 2 EE -

Annual Report 2018 —Z—N\FEFHK 215



A -

- w» Notes to Financial Statements
— o BRI

31 December 2018
- N\FE+ZA=+—H

SHARE OPTION SCHEME (Continued)
For the years ended 31 December 2017 and 2018, no share
option has been granted by the Company and there are no

Sl

32.

216

outstanding share option of the Company as at 31 December
2017 and 2018.

RESERVES

The amounts of the Group’s reserves and the movements

therein for the reporting period are presented

in the

consolidated statement of changes in equity.

(a)

Statutory surplus reserve

Transfers from retained profits to the statutory surplus
reserve were made in accordance with the relevant PRC
rules and regulations and the articles of association of
the Company’s subsidiaries established in the PRC.

For the entities concerned, the statutory surplus reserve
can be used to cover previous years' losses, if any, and
may be converted into capital in proportion to equity
holders’ existing equity holdings, provided that the
balance after such conversion is not less than 25% of
their registered capital.

Share option reserve

It represents the fair value of share options vested
which are yet to be exercised, as further explained in
the accounting policy of share-based payments in note
3.4 to the financial statements. The amount will either
be transferred to the share premium account when the
related share options are exercised, or transferred to
retained profits should the related share options lapse
or be forfeited.
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33. NOTES TO THE CONSOLIDATED STATEMENT  33.

OF CASH FLOWS

(a)

Major non-cash transactions (a)
During the year, the Group has endorsed bills receivable

to settle the accounts payable in an aggregate of
RMB666,703,000 (2017: RMB1,767,000,000) (equivalent

to HK$791,069,000 (2017: HK$2,037,000,000)).

)

31 December 2018
T N\F+=ZA=+—H

RERBRME

FEHFRERS

FR AEBEEERKE
B UEERBREAARE
666,703,0007L (ZZ—tF : A
R #1,767,000,00070) (48 & ©
791,069,000 X =T —+4F :
2,037,000,000% JT) B FE 1 BR

o
A °

Changes in liabilities arising from financing (b) REMEXEBNWEREEF
activities
2018
—E-N\F
Interest-
bearing bank
and other  Convertible Promissory
borrowings bonds notes
AEBITR
Hittfg 8 TRRES ERAEE
HK$'000 HK$'000 HK$'000
FTERT FTERT TERT
At 1 January 2018 RZE—N\F
—H—AH 46,433 387,665 473,918
Changes from financing cash F&EIR &R EE
flows 23,822 = =
Accrued interest expense FEET A B X — 30,363 38,469
Gain on extinguishment of  JH [k AJ # A% & &
convertible bonds & = (65,617) —
At 31 December 2018 RZZE—N\F
+=—RA=+—H 70,255 352,411 512,387
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33. NOTES TO THE CONSOLIDATED STATEMENT 33. A B & RERH = (E)
OF CASH FLOWS (Continued)
(b) Changes in liabilities arising from financing (b) REMEXBNEEED
activities (Continued) (4&)
2017
T+ F
Interest-
bearing bank
and other Convertible Promissory
borrowings bonds notes
FRSRITR
HEmEE ABRRES R
HK$'000 HK$'000 HK$'000
FH&T FH& T FH&T
At 1 January 2017 RZTE—+F
—H—H 20,000 359,818 453,938
Changes from financing cash F&ERE&REE
flows 26,433 — —
Accrued interest expense FEEH R B X — 27,847 35,140
Gain on modification of BRERLERZ
promissory notes U #5 — — (15,160)
At 31 December 2017 RZE—+tF
+—-—A=+—H 46,433 387,665 473,918
34. JOINT OPERATION 34, HEKE

BRAAEER-_Z-/\F+-_A=+

Particulars of the Group's joint operation as at 31 December

2018 are as follows: —HOHRKEFBEOT
Form of Place of Percentage of attributable  Principal
Name of joint operation business structure  operation interest of the Group activities
HEREER EBRRBREA KERm FREEZREAIE  FERE
2018 2017
“E-N\E ZBE-+E
% %
(note (a) (note (b)
(M & (a)) (B &£ (b))
EXCEL - LANON Joint Venture Body unincorporated Hong Kong 51 51 Construction
it - RERELE FRIENEE  FA BETR

218 R EEERAR AR
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34. JOINT OPERATION (Continued)

(a)

Under the joint venture agreement, the joint operators
have contractually agreed sharing of control over the
relevant activities of this body unincorporated, hence this
body unincorporated is jointly controlled by the Group and
the other joint operator. Furthermore, the joint venture
agreement specifies that the Group and other party to the
joint arrangement have rights to the assets and obligations to
the liabilities relating to the joint arrangement in accordance
with the attributable interest of the Group as disclosed above
and the interest attributable to the other joint operator
respectively, therefore the body unincorporated is classified
as a joint operation.

The joint operation is principally engaged in construction work
to carry out the provision of barrier-free access facilities for
highway structures in Hong Kong.

35. CONTINGENT LIABILITIES

€)

At 31 December 2018, the guarantees given by the
Group to certain banks and a licensed corporation
in respect of performance bonds in favour of certain
contract customers amounted to HK$15,044,000 (2017:
HK$23,105,000).

In the ordinary course of the Group’s construction
business, the Group has been subject to a number of
claims due to personal injuries suffered by employees
of the Group or the Group’s subcontractors in accidents
arising out of and in the course of their employment.
The directors are of the opinion that such claims are
well covered by insurance and would not result in any
material adverse impact on the financial position or
results and operations of the Group.

.

(@)

31 December 2018
T N\F+=ZA=+—H

34. HELE(R)

RipEELEHZE  KAKEAR
BRMEMERZTZERRTEAD
HEARBOEGE - Bt - &R
BADEANTIRASE R E HFELE
ANFKFES o 1o &8 DEW
ERIEERN =D E R L i)
AR bt pr i B8 AN S B B (G
Bam bk HEMARLEABEES
DHREERBAELHMNERER
MERaEERD - Bt ZIFRFEE
ADBRBERKEE -

RERETBENREEETE /B
BEEMRHEERBERE -

35. REE

(a

(b)

RZE—N\F+=—A=+—8 -
REBBLETETEHORR
ZEHRFMMASE FTRTR
—FTRBECERENERA
15,044,000 L (=& — £ 5 -
23,105,000/ 7T) °

EAEEZEEBHBEERE
FoARERAEER S BEH
BRERAEXEHBEEEI
BERAFBEMRAAEERED
ETER EFRR BFHEZR
BEERRBRONARSE T2
HASENMBHERRL EER
KEBKTREATHZE -
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36. OPERATING LEASE ARRANGEMENTS

37.

220

As lessee

The Group leases certain of its office properties under
operating lease arrangements. Leases for properties are
negotiated for terms ranging from one to three years.

At 31 December 2018, the Group had total future minimum
lease payments under non-cancellable operating leases falling

due as follows:

 REHEZRH

fERAEBEA
AEBEREKEHELHERESR
THAEYME - KHEmenWER
EFHNT—ZE=F -

RZE-NF+ZA=+—H K&
ERETAIHMEHLEHENRTIE
HIBENOARKRZFERSHEBEN
T

2018 2017

—E—)\F —E—+tF

HK$'000 HK$'000

TET FET

Within one year —F R 2,563 5,262
In the second to fifth years, inclusive E_FFERF

(BEEEMF) 1,762 296

4,326 5,558

COMMITMENTS

In addition to the operating lease commitments detailed
in note 36 above, the Group had the following capital
commitments at the end of the reporting period:

37. RiE

B L 2 B 5 36 T S A = A B AAHE S
AREBEREHREATEARALE :

2018 2017
—E-N\F —E—tF
HK$’000 HK$'000
FTEx FET
Contracted, but not provided for FRARELRED
plant and machinery BRIV B R BB A 52 700
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38. RELATED PARTY TRANSACTIONS

€)

In addition to the transactions and balances detailed
elsewhere in these financial statements, the Group had
the following transactions with related parties during
the reporting period:

31 December 2018
T N\F+=ZA=+—H

38. MBI RS

(a

PR T 7N B 75 3R 2k HoAth B8 0 5 it
RS RESRIN  NREERR
FHABEBE T ET TR
5

2018 2017
—2-N\F —E—LtF
HK$'000 HK$'000
TER FHET
Transactions with related companies EAQR—HRE S
controlled by a director of the 22 1| ) B8 Bk 2 7
Company: EIRS:
Corporate service fee paid ERNEERSEE 737 1,028
Financial advisory fee paid ENMBERE — 250

The transactions were conducted on terms and
conditions mutually agreed between the relevant
parties.

Outstanding balances with related parties

Balances with related parties are included in notes 25
to the financial statements.

Compensation of key management personnel of the
Group

Further details of the compensation of key management

personnel of the Group are included in notes 9 and 10
to the financial statements.

(0)

R ERE T AEHERN

fife FR B Ak A HEAT

ELRRRE T B R IB B A

A BE B 5 9 45 R 0 51 A B S TR
FMIFE25 -

AEBTEEE A B HH

ERASETIZEIE A SHRM

Y HE — 2P RIS B B 5 R Y
FE9K10 °
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FINANCIAL INSTRUMENTS BY CATEGORY

As at 31 December 2018, all the Group’s financial assets and
liabilities were financial assets at amortised cost (2017: loans
and receivables) and financial liabilities at amortised cost,
respectively.

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS

Management has assessed that the fair values of cash
and bank balances, current portion of accounts and bills
receivables, accounts payable,
in prepayments, deposits and other receivables, financial
liabilities included in other payables and accruals and interest-
bearing bank and other borrowings and convertible bonds
approximate to their carrying amounts largely due to the
short term maturities of these instruments.

financial assets included

The Group's finance department headed by the director
is responsible for determining the policies and procedures
for the fair value measurement of financial instruments.
The finance department reports directly to the director and
the audit committee. At each reporting date, the finance
department analyses the movements in the values of financial
instruments and determines the major inputs applied in the
valuation. The valuation is reviewed and approved by the
directors. The valuation process and results are discussed
with the audit committee twice a year for interim and annual
financial reporting.

The fair values of the financial assets and liabilities are
included at the amount at which the instrument could be
exchanged in a current transaction between willing parties,
other than in a forced or liquidation sale.

Bisu Technology Group International Limited Lt 3 &l 5 & B E R B R A 7
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40. FAIR VALUE AND FAIR VALUE HIERARCHY OF

41.

FINANCIAL INSTRUMENTS (Continued)
The following methods and assumptions were used to
estimate the fair values:

The fair values of the liability portion of convertible bonds
and promissory notes have been calculated by discounting
the expected future cash flows using rates currently
available for instruments with similar terms, credit risk and
remaining maturities. The Group’s own non-performance
risk for convertible bonds and promissory notes as at
31 December 2018 and 31 December 2017 was assessed to
be insignificant.

The Group did not have any financial assets or liabilities
measured at fair value as at 31 December 2018 and
31 December 2017.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group’s principal financial instruments include accounts
and bills receivables, other receivables, prepayments and
deposits, accounts and other payables, cash and cash
equivalents, promissory notes and convertible bonds. Details
of these financial instruments are disclosed in the respective
notes to the financial statements.

The Group's ordinary activities expose it to various financial
risks, including foreign currency risk, credit risk and liquidity
risk. The risks associated with financial instruments and
the policies on how to mitigate these risks are described
below. Management monitors closely the Group’s exposures
to financial risks to ensure appropriate measures are
implemented in a timely and effective manner.

40.

41.

31 December 2018
T N\F+=ZA=+—H

EMIAZARERARERE
& (&)
AT RRERE 2 RENHERR

.
B

AgREEFEEALZBRABHRDZ
AREERAREUGR  EEA
B MR SR E T ABR AT AAN
R RBHARKRBASREFE - K
SER-_ZT-N\FT_A=+—BEK
TE—+F+- A=+ —RAHABK
BHERAARENBETEORR
WAB/TERK °

RZE—N\F+_A=+—BK=Z
—tF+-A=1+—H KAEHETE
EMEZEAREFENEREEXE

Eé':o

BHEREEERERBE

AEENTESRTARRERERKE
AR EWEE - B R BN
RENEE  EBNERRXEEMES
R ReEMRSEEY  ALEER
ABRRERF ZSEeRIANFS
RUBRERAEBEABMERE -

AEBEEREXRKEARTHY SR
MERERE - BRERINEEAR  EER
BRERDESRER -BFHEHBMITA
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Annual Report 2018 —Z—/\&FF 3 223

_



=)

k-

w» Notes to Financial Statements
= ﬁ%iﬁ’z%[‘ﬁ?

31 December 2018

-

41.

224

—NE+=ZA=+—H

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

Foreign currency risk

Foreign currency risk means the risk on the fluctuation of
fair value or future cash flows of financial instruments which
arose from changes in exchange rates.

The Group’s civil engineering and construction business is
located in Hong Kong and is transacted and settled in HK$
while the Group’s Automotive Engines CGU is located in
PRC and is transacted and settled in RMB. Accordingly, the
directors considered that the Group’s foreign currency risk is
insignificant.

Credit risk

The Group’s credit risk is primarily attributable to bank
balances, accounts and bills receivables and contract assets.
The Group's maximum credit risk exposure at the end of
the reporting period in the event of other parties failing
to perform their obligations is represented by the carrying
amount of each financial asset as stated in the consolidated
statement of financial position.

For the maximum exposure as at 31 December 2017,
management monitored the creditworthiness and payment
patterns of each debtor closely and on an ongoing basis.
It was the Group’s policy that all customers of automotive
engines who wished to trade on credit terms and subject
to credit verification procedures. The Group’s accounts
receivable from contract work represent interim payments
or retentions certified by the customers under terms as
stipulated in the contracts and the Group did not hold any
collateral over these receivables. As the Group’s customers
in respect of contract work primarily consist of government
departments and developers or owners with strong
financial backgrounds, management considers that the risk
of irrecoverable receivables from contract work was not
significant.

At 31 December 2018, the Group had concentrations of
credit risk as 46% (2017: 38%) of the total accounts and
bills receivables were due from the Group's largest external
customer and 85% (2017: 82%) of the total accounts and
bills receivables were due from the Group’s five largest
external customers.

Bisu Technology Group International Limited Lt 3 &l 5 & B E R B R A 7

41.

Bt a5 b B B AR K BUR ()
Sh L IR
SERBIERAEXSZHMELNS

Eﬂlﬁ:ﬁﬁ@ﬁfgiﬂixfﬁi/mi/&
B o

AEBZIARIRBERBEEBUR
B WABTRSGREE  mAE
B REREEIRSEEEMN I
KA WAARBRGREE - B
it %%m%$'§lﬁﬁﬁ'}@|\ﬁgﬂ
& T B

EERR
AEENEERRIZRERITHE
B~ FEUAR K &EWTFM&DH
BE -WEHEMBBSIRERET
HER AEERREHERKE
SMRREERAREERESRE
EEFAMEMRRKRPHIOKRE
=0

REE-_T—EtF+-A=1T—HH
ﬁﬁﬂ&'EﬁFAﬁfMMw?
REBEBANGEEELEFEN - K
SENBRRAMEREREEYRE
BN ERBRETFPETEER I
AETEERRRF - AKENA
MITREEBREREREAXNANR]H
RO PRANARAEEFPKE
B R B KR ﬁ$§l17%%%
WK FTAEEAEAR - BRAE
BHeaTREFPEE /BT ELP]
AR NEENRERREE &
BER AT E G X T2 R R
B L B AR e

R-ZE—NF+=—A=+—8" KE
EFEETEERREFTNIS
%W%m&mﬁwﬁ$MM%Lq
—+tF:38%)KEARN K EH & K
HEF MEKERREEEEF
F185% (ZZF— & : 82%) BIZk B A
EENRAKINBREE °



41.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

Credit risk (Continued)

Maximum exposure and year-end staging as at 31 December
2018

The table below shows the credit quality and the maximum
exposure to credit risk based on the Group's credit policy,
which is mainly based on past due information unless other
information is available without undue cost or effort, and
year-end staging classification as at 31 December 2018.

12-month ECLs

31 December 2018
T N\F+=ZA=+—H

4. BHEEBEEEFERBK(E)

FERR (&)
R=F-NFTZA=ZFT—HHARK
7 B R K 8 B
TRIBERAEBEEFEEBRRN =
E-N\F+-A=+—HNEELEX
EeREERR(ZENBEAHE
BREKE BRIFELEBEZKAL
THENBRATARSEMER) &
FROEERDHE -

Lifetime ECLs

RERRS
GEFR 2HESEEES
Simplified
Stage 1 Stage 2 Stage 3 approach
E-Ra E-RE EZRE [5R1475
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THEL TEL FEL THEL TEL
Contract assets* ANEE - - - 197,521 197,521
Accounts and bills receivables* ERERRERS B - — - 517,254 517,254
Financial assets included in SABMR EEKR
prepayments, deposits and other B ERKEBEE
receivables
— Normal** — @ 34,078 — — — 34,078
— Doubtful** — R - — - - —
Cash and cash equivalents ReRBeEEYD
— Not yet past due — HABH 26,971 - - - 26,971
61,049 — — 74,775 775,824
* For accounts and bills receivables and contract assets to which * AEBFEHBEFTERENE

the Group applies the simplified approach for impairment,
information based on the provision matrix.

**  The credit quality of the financial assets included in
prepayments, deposits and other receivables is considered
to the “normal” when they are not past due and there is
no information indicating that the financial assets had a
significant increase in credit risk since initial recognition.
Otherwise, the credit quality of the financial assets is
considered to be “doubtful”.
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FINANCIAL RISK MANAGEMENT OBJECTIVES 41. B RKEEBZE R BR (#&)
AND POLICIES (Continued)
Liquidity risk REE SRR
The Group’s policy is to monitor regularly the current and AEENBRATHERRAKKE
expected liquidity requirements to ensure that it maintains HRBEeT R UBREERFE
sufficient reserves of cash and adequate committed lines of HReHEBELKRETZESREED
funding from major financial institutions to meet its liquidity THBMEFEE MR EEHR
requirements in the short and long term. In addition, banking REORBEST R I K&
facilities have been put in place for contingency purposes. HeTBRITEERE UNBETREZ
The following table details the remaining contractual TRANAEEN 2RABEN RS
maturities at the end of the reporting period of the HERKOFRBREOE  EHRE
Group’s financial liabilities, which are based on contractual BHRIIBEeRE(BREZEDHF
undiscounted cash flows (including interest payments EH(MBEFBME)BBERHRER
computed using contractual rates, or if floating, based on RE R R R E oA BAS R0 BAR
rates as at the end of the reporting period) and the earliest SENREEENRERHREN:
date that the Group could be required to repay:
Within
1 year or Between Between
on demand 1 and 2 years 2 and 5 years Total
L EY
EZRER —-Z-F —EEf st
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET
31 December 2018 —E-N\E
+=A=+-8
Accounts payable R 329,490 5,522 5,748 340,760
Accruals of costs for contract works TE 12 & #) T2 i A& 52,333 — — 52,333
Financial liabilities included in other & A E f & 2}z
payables and accruals BREBzcRAE 19,279 445 7,500 27,224
Interest-bearing bank and other BT R H M E R
borrowings 65,253 6,013 — 71,266
Convertible bonds Qe — 390,000 — 390,000
Promissory notes ESES — 557,600 — 557,600
466,355 959,580 13,248 1,439,183
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31 December 2018
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FINANCIAL RISK MANAGEMENT OBJECTIVES 41. MBRBREBREEZR KX (&)
AND POLICIES (Continued)
Liquidity risk (Continued) REE S @K (E)
Within
1 year or Between Between
on demand 1 and 2 years 2 and 5 years Total
—FRNHA
EERER —BECfF “ZRF @it
HK$'000 HK$'000 HK$'000 HK$'000
FTERT FTERT FERT FTERT
31 December 2017 “E-tF
+=ZRA=+-H
Accounts payable FER R 659,516 4,159 6,002 669,677
Accruals of costs for contract work TBIRA#I T A 63,867 — — 63,867
Financial liabilities included in other &t A E b FE 4 2% &
payables and accruals BRER ERAE 44,782 — - 44,782
Interest-bearing bank and other &t BT R EAb 0
borrowings 46,433 — — 46,433
Convertible bonds AR E 5 390,000 — — 390,000
Promissory notes S — — 557,600 557,600
1,204,598 4,159 563,602 1,772,359

As explained in note 2 to the financial statement, the
directors have adopted or plan to adopt certain measures in
order to improve the Group's financial and cash flow positions
and to maintain the Group's as a going concern.

Capital management

The primary objective of the Group's capital management
policy is to ensure that the Group will be able to continue as
a going concern while maximising the return to stakeholders
through the optimisation of the debt and equity balance.

The directors review the capital structure on a periodical
basis. As part of this review, the directors consider the cost
of capital and the risks associated with each class of capital
and will balance the Group’s overall capital structure through
new share issues as well as raising new debts or repayment
of existing debts.
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41. FINANCIAL RISK MANAGEMENT OBJECTIVES 41. iR EKREEEERKE (&)
AND POLICIES (Continued)
Capital management (Continued) ExEEA)

AEBEERERELRERELR M
*Ei*%tt?)}¢ﬁfﬁi&fﬁf'fm g E

The Group monitors capital using a gearing ratio, which is net
cash and bank balances divided by the total capital. Net debts
are calculated as the total of interest-bearing bank and other BRINERGAEGE -  BEBEFHEIK
borrowings, liability component of the convertible bonds A fETT&E?Mﬁ# AmRES
and promissory notes less cash and cash equivalents. Total HmaE &EKE—T—TJ%E’J L FE R IR
capital refers to equity attributable to owners of the parent. /i\&fﬁ LEDE §$ﬁ! ®E 18
The gearing ratio as at 31 December 2018 and 31 December 7%&%‘/\}*1&7?/\ s RZE—N
2017 was as follows: i‘f‘fﬂ =t+t—RRZTE—tF+
A=+ —HB8EREXRNT:

2018 2017
—E-N\F —E2—+tF
HK$'000 HK$'000
TE T FET
Interest-bearing bank and other FTERIT R HME K
borrowings 64,255 46,433
Liability component of the TMREFHAEGERD
convertible bonds 352,411 387,665
Promissory notes o R 512,387 473,918
Less: Cash and cash equivalents BB RIREEEY (26,971) (68,623)
Net debts FEE 902,082 839,393
Equity attributable to owners of RAEB A
the parent JE A 7= (92,959) 702,614
Gearing ratio (%) 1B 1R & (%) NA*
TEA 119%
* The gearing ratio as at 31 December 2018 is not available * RZE-NE+_A=+—HZHE
because the Group reported a negative equity attributable to BLEREEZRE  BAAEERZ

owners of the parent as at 31 December 2018.
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42. STATEMENT OF FINANCIAL POSITION OF THE

COMPANY

Information about the statement of financial position of the

31 December 2018
T N\F+=ZA=+—H

42. DTz BRI R

BERARANBERRZHHMR

Company at the end of the reporting period is as follows: KZERWMT
2018 2017
—2-N\F —E—LtF
HK$'000 HK$'000
FHE T FHEIT
NON-CURRENT ASSETS ERBEE
Property, plant and equipment M - wREEERE 7 245
Investments in subsidiaries REB AR ZRE = —
Total non-current assets IRBEELE 7 245
CURRENT ASSETS REBEE
Due from subsidiaries JE L BfY /88 A &) 3R 18 582,626 1,188,761
Prepayments, deposits and FERNHRIE - He &k
other receivables H h E UG 3R 1,845 2,376
Cash and cash equivalents RekBE2ZEY 427 38
Total current assets MEEEBE 584,898 1,191,175

L N
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42. STATEMENT OF FINANCIAL POSITION OF THE 42.
COMPANY (Continued)

RRQT) Z 5 AR = (&)

2018 2017
—E-N\F —t&F
HK$'000 HK$'000
F#& T FH& T
CURRENT LIABILITIES RBAERE
Other payables and accruals EMmEMNRKLTBRER 17,976 14,928
Interest-bearing other borrowings TR EMER 51,500 42,500
Convertible bonds A ¥ (& 5 — 387,665
Total current liabilities RBBEEHE 69,476 445,093
NET CURRENT (LIABILITIES)/ASSETS #iE(&E) EEFE 515,422 746,082
TOTAL ASSETS LESS CURRENT EEHAHE
LIABILITIES WREBEE 515,429 746,327
NON-CURRENT LIABILITIES #ﬁﬁiﬁﬁ%
Other payables H h FE 1T 3K 7,944 —
Interest-bearing other borrowings TR EME ?ﬁ( 6,000 -
Convertible bonds Al # % (& 5 352,411 —
Promissory notes ﬂ%}i%gﬂi 512,387 473,918
Deferred tax liabilities RIEHIEAE 2 2
Total non-current liabilities ERBEER 878,744 473,920
Net (liabilities)/assets BB/ BEZFE (363,315) 272,407
EQUITY b
Share capital fig A< 2,000 2,000
Equity component of convertible bonds A # fi% (& % 2 # 25 26 5 375,576 390,716
Reserves (note) 1 (P 5E) (740,891) (120,309)
(Deficiency in assets)/total equity (BEBEAH) 1Bz (363,315) 272,407
Lam Wah Xing Bin
M BB
Director Director
BE BE
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42. STATEMENT OF FINANCIAL POSITION OF THE 42. &AA T Z BB iR w & (&)
COMPANY (Continued)

43.

Note: B 5
A summary of the Company’s reserves is as follows: ARAZHEBEBRENT
Equity
component
of Share
Share convertible option Accumulated
premium bonds reserve losses Total
EE-34
BH2
ROEE RS BRERS ESy 3] @zt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET FET TET FTHAT TET
At 1 January 2017 R-ZE—+%—-A—H 45,486 390,716 6,395 (98,278) 344,319
Total comprehensive loss for the year FRZEGAEFELE — - — (73,912) (73,912)
Transfer of share option reserve upon 7 3 iR & i 14 88 &
the lapse of share options ERERE — — (6,395) 6,395 —
45,486 390,716 — (165,795) 270,407
At 31 December 2017 and RZZE—+F+-A=1—H
1 January 2018 k=—T-N\&E—A—H 45,486 390,716 — (165,795) 270,407
Total comprehensive loss for the year & A2 HEEE B — — — (620,582)  (620,582)
Extinguishment of convertible bonds &% $4 7T # % (& % — (15,140) — — (15,140)
At 31 December 2018 RZZ2-\E+_A=t—H 45,486 375,576 — (786,377)  (365,315)

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for
issue by the board of directors on 28 March 2019.

T« =

43. #HEMBERE
MBBRER-_FE-—NAF=ZA-+/\B

BE=gftENEETE-
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- wev Five-Year Financial Summary
— hFEHBEBE

-l—

A summary of the results and of the assets and liabilities of the AEBEBERBEHBFEE HIMZ %45 -
Group for the last five financial years/period, as extracted from the ZBENBEME(HiraANEE D T8t

Group's published financial statements, is set out below. BEmKR)EHINWAT -
RESULTS E
Year Year Nine months Year Year
ended ended ended ended ended
31 December 31 December 31 December 31 March 31 March
2018 2017 2016 2016 2015
—E-N\E —T—tF —E-RF —T-RE —T-R%F
+=A=+-H +=ZA=+—-8 +=ZA=+—-H =ZA=+—-8B =ZA=+-—H
LHEE H5E EAEA +HEE HEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEx FET FHT FHT FET
Revenue A 743,414 2,026,599 2,145,926 609,335 702,856
(Loss)/profit before tax BRI (E1R) /& A (769,826) 69,892 124,783 (32,349) 19,052
Income tax credit/(expense) FEHER/(Z4) 66,059 (32,179) (34,631) (774) (3178)
(Loss)/profit and total F/ER(BR)/E
comprehensive (loss)/income for REE(EE),/ B
the year/period B (703,767) 37,713 90,152 (33,123) 15,874
ASSETS, LIABILITIES AND TOTAL EQUITY EE AERAEER
31 December 31 December 31 December 31 March 31 March
2018 2017 2016 2016 2015

RZE-N\F RZE—+F RZE—R"F RIE—RF RZZE—1F
+=A=+-B +-A=+—-8B +=-A=+—-H =A=+—-B =A=+—-H

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

TR FEL FHEL FHEL FHL

Total assets BEE 1,307,390 2,509,552 2,594,815 1,702,936 376,040
Total liabilities BERE (1,400,349) (1,806,938) (2,043,443) (1,169,985) (149,913)
(Deficiency in assets)/total equity (B EE#) /@ (92,959) 702,614 551,372 532,951 226,127
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