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ANNUAL RESULTS ANNCUNCEMENT
FGR THE YEAR ENDED 31 DECEMBER 2019

FINANCIAL HIGHLIGHTS
For the year ended 31 December 2019

The income from factoring and other services of Sheng Ye Capital Limited (the
“Company”, together with its subsidiaries, the “Group”) for the year ended 31
December 2019 was RMB606.7 million representing an increase of approximately
29.0%, as compared to RMB470.4 million for the year ended 31 December 2018.

The profit after tax for the year ended 31 December 2019 was RMB295.1 million
representing an increase of approximately 39.3%, as compared to the profit after tax of
approximately RMB211.9 million for the year ended 31 December 2018.

Basic and diluted earnings per share for the year ended 31 December 2019 was
RMB32 cents and RMB32 cents respectively (for the year ended 31 December 2018:
basic and diluted earnings per share of RMB26 cents and RMB26 cents respectively).

The Directors recommend the payment of a dividend of HK5.3 cents per ordinary
share of the Company for the year ended 31 December 2019 (for the year ended 31
December 2018: HK4 cents per ordinary share).




ANNUAL RESULTS

The board (“Board”) of directors of the Company (the “Directors™) announces the audited
consolidated results of the Group for the year ended 31 December 2019 together with
comparative figures for the year ended 31 December 2018. The financial information has been
approved by the Board.

CCNSCLIDATED STATEMENT CGF PRCFIT GR LASS AND AQTHER
CCMPREHENSIVE INCCME

NOTES 2019 2018
RMB’000 RMB’000

Revenue 4

Interest income from factoring service 429,214 308,484

Income from other services 21,207 37,412
Total revenue 450421 345,896
Gain on sales of factoring assets 5 156,242 124,548
Income from factoring and other services 606,663 470,444
Other income 6(a) 37,953 17,796
Other gains and losses 6(b) (166)



NOTE

(.ther comprehensive income (“C.CI”):

Items that may be reclassified subsequently
to profit or loss:

Fair value gain, net of ECL, after reclassification of
derecognition on:
— factoring assets at fair value through

OCI (“FVTOCI")

Income tax relating to items that may be reclassified
subsequently

Share of other comprehensive income (expense) of
a joint venture, net of related income tax

Share of OCI of associates, net of related income tax
OCI for the year, net of income tax

Total comprehensive income for the year

Profit for the year attributable to:
— Owners of the Company

— Non-controlling interests

Total comprehensive income for the year
attributable to:
— Owners of the Company
— Non-controlling interests

Earnings per share 11
— Basic (RMB cents)
— Diluted (RMB cents)

2019 2018
RMB’000  RMB’000
14,582 794
(984) (198)

32 (32)

1:423 835
5,053 1,399
300,178 213,273
280,343 208,421
14,782 3,453
295,125 211,874
284,148 209,345
16,030 3,028
300,178 213,273
32 26

32 26




CCGNSCLIDATED STATEMENT CGF FINANCIAL PCGSITICN

NOTES 31/12/2019 31/12/2018
RMB’000 RMB’000

NCGN-CURRENT ASSETS

Property and equipment 5,840 2,728
Intangible assets 19,960 13,467
Right-of-use assets 22,147 —
Factoring assets at FVTOCI 12 — 18,609
Investment in a joint venture 13(a) — 27,077
Investments in associates 13(b) 67,580 53,540
Prepayments for non-current assets 985 1,060
Deferred tax assets 11,319 20,683
Refundable rental deposits 2,788 —

130,619 137,164

CURRENT ASSETS
Factoring assets at FVTOCI 12 3,837,348 2,799,706
Other financial assets at fair value through

profit or loss (“FVTPL") 4,497 —
Derivative financial instruments 751 —
Loan receivable 9,066 12,986
Receivables from guarantee customers 7,700 —
Trade receivables 403 —

Other receivables, prepayments anct2 0 0 12 506.7401 262.8695 Tm(—)T1SBT/T11 1 Tf12 00 12 429.874 -






CCGNSCLIDATED STATEMENT GF CHANGES IN EQUITY

At1January 2018
Adjustments of application of
accounting policy changes

At 1 January 2018 (restated)

Profit for the year
Other comprehensive income for the year

Total comprehensive income for the year

Issue of new shares from placing

Transaction costs attributable to issue of
new shares from placing

Transfer to PRC statutory reserves

Capital contribution by non-controlling
interests

Recognition of equity-settled
share-based payments

Exercise of share options

At 31 December 2018

Profit for the year
Other comprehensive income for the year

Total comprehensive income for the year

Transfer to PRC statutory reserves

Capital contribution by
non-controlling interests

Recognition of equity-settled
share-Dased payments

Dividends recognised as distribution

Exercise of share options

At 31 December 2019

Attrihutable to owners of the Company

Share

based- Non-

Share Share  Capital FVIGCI payments Statutory  Retained controlling
capital  premium  reserves  reserves  reserve  reserves profits Total interests Total
RMB’000 RMB’000 RMB'000 RMB’000 RMB’000 RMB'000 RMB'000 RMB’000 RMB'000 RMB'000
6442 917312 - - 2361 21018 158145 1105278 — 1105278
- - - (2,604) - - - (2,604) - (2,604)
6442 917312 - (2,604) 2361 21018 158145 1102674 — 1102674
- - - - - — 08420 20842 3453 11874
- - - 924 - - - 924 475 1399
- - - 924 - — 208420 209345 398 213213
1178 705,979 - - - - — 707,157 — 707,157
- (9,207) - - - - - (9,207) - (9,207)
- — — — — B9 (349 - - -
- - 1547 - - - - LSA7 9193 93500
- - - - 134 - - 734 - 7341
3 1,703 - - (382) - - 134 - 1324
1623 1615787 1547 (1,680) 9320 44437 343147 2020181 95881 2,116,062
- - - - - — 28033 280343 M8 295125
- - - 3805 - - - 3805 1,48 5,053
- - - 3805 - — 28033 28418 16030 300,178
- - - - - K565 (3556 - - -
- - - - - - - - 17150 17,150
- - - — 10,006 - — 10,006 — 10,006
— (30,903 - - - - — (30903 - (30,903)
13 1203 - - (1,667) - - 5,569 - 5,569
7636 1,392,103 L7 225 17659 80002 587925 2268999 129,061  2:418,060




CCNSCLIDATED STATEMENT CF CASH FLAWS

OPERATING ACTIVITIES

Profit for the year

Adjustment for:
Taxation
Share of profit of a joint venture
Share of profit of associates
Depreciation of property and equipment
Depreciation of right-of-use assets
Amortisation of intangible assets

2019
RMB’000

295,125

67,367

(1,537)

¢4,240)
1,563
7,202

2018
RMB’000

211,874

83,780

(1,775)

(4,705)
1,289



Operating cash flows before movements
in working capital
Increase in factoring assets at FVTOCI
Increase in receivables from guarantee services
Increase in trade receivables
Decrease (increase) in other receivables,
prepayments and others
Decrease in amount due from a related party
Decrease in receivables from sales of factoring assets
Decrease in security deposits for guarantee
Increase in other payables and accrued charges
(Decrease) increase in contract liabilities
Increase in liabilities from guarantee contracts

Decrease in deposits from counter guarantors

Cash used in operations
Enterprise Income Tax paid

NET CASH USED IN OPERATING ACTIVITIES

2019 2018
RMB’000  RMB’000
502:456 401,396
(1,026,331)  (1,498,916)
(7,801) —
¢403) _
2,225 (5,709)

— 90

— 56,168

— 11,821

17:460 31,556
(2,114) 2,786
11,258 —

— (11,821)
(503,250) (1,012,629)
(90,986) (35,899)
(594,236) (1,048,528)




INVESTING ACTIVITIES
Repayments from loans to former
shareholder of a subsidiary
Repayments from loans to associates
Bank interest income received
Proceeds on disposal of investments in associates
Interest received from a loan receivable
Interest received from loans to former
shareholder of a subsidiary
Redemption of other financial assets at FVTPL
Interest received from loans to associates
Proceeds from disposal of equipment
Repayments from related parties
Net cash inflow arising on disposal of a subsidiary
Advances to a related party
Advances of a loan receivable

2019
RMB’000

27,500
7,350
2,736
1,600
1,317

202
201
G4

2018
RMB’000

2,003

136

791

70,803
19,656
(88)



FINANCING ACTIVITIES
New borrowings raised
Loans raised from related parties
Capital contribution from non-controlling
shareholders of the subsidiaries
Exercise of equity-settled share options
Issue of placing shares
Interest paid for financial liability
arising from repurchase agreements
Repayment of financial liability arising from
repurchase agreements
Interest paid for bank overdraft
Interest paid for lease liabilities
Dividends paid to former shareholder of
a subsidiary prior to acquisition
Security deposits paid for borrowings
Repayment of lease liabilities
Interest paid for loans from related parties
Dividends paid
Interest paid for borrowings
Repayment of loans from related parties
Repayment of borrowings

NET CASH FROM FINANCING ACTIVITIES

NET INCREASE IN CASH
AND CASH EQUIVALENTS
Effect of foreign exchange rate changes
CASH AND CASH EQUIVALENTS AT 1 JANUARY

CASH AND CASH EQUIVALENTS
AT 31 DECEMBER
represented by

Bank balances and cash
Bank overdraft

-10 -

2019 2018
RMB’000 RMB’000
1,991,288 4,802,796

666,398 47,175
17,150 93,500
5,569 1,324
— 697,950

— (285)

— (10,000)
(361) —
(1;402) —
(2,721) —
(6,296) —
(6,705) —
(11,265) (132)
(30,905) —
(85,620) (77,393)
(647,798) (37,175)
(1,047,627)  (4,386,749)
839,705 1,131,011
132,216 41,668
1,178 10,124
226,069 174,277
359:463 226,069
377,327 226,069
(17,864) —
359:463 226,069




NQTES TG THE CGNSCLIDATED FINANCIAL INFGRMATIGN

1. GENERAL INFCRMATICN AND BASIS CF PREPARATICN
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2.1 HKFRS 16 Leases

The Group has applied HKFRS 16 for the first time in the current year. HKFRS 16 superseded HKAS
17 Leases (“HKAS 17”), and the related interpretations.

Definition of a lease

The Group has elected the practical expedient to apply HKFRS 16 to contracts that were previously
identified as leases applying HKAS 17 and HK(IFRIC)-Int 4 Determining whether an Arrangement
contains a Lease and not apply this standard to contracts that were not previously identified as
containing a lease. Therefore, the Group has not reassessed contracts which already existed prior to
the date of initial application.

For contracts entered into or modified on or after 1 January 2019, the Group applies the definition
of a lease in accordance with the requirements set out in HKFRS 16 in assessing whether a contract
contains a lease.

As a lessee

The Group has applied HKFRS 16 retrospectively with the cumulative effect recognised at the date of
initial application, 1 January 2019.

As at 1 January 2019, the Group recognised additional lease liabilities and right-of-use assets at
amounts equal to the related lease liabilities adjusted by any prepaid or accrued lease payments by
applying HKFRS 16.C8(b)(ii) transition. Any difference at the date of initial application is recognised
in the opening retained profits and comparative information has not been restated.

When applying the modified retrospective approach under HKFRS 16 at transition, the Group applied
the following practical expedients to leases previously classified as operating leases under HKAS 17,

on lease-by-lease basis, to the extent relevant to the respective lease contracts:

i.  elected not to recognise right-of-use assets and lease liabilities for leases with lease term ends
within 12 months of the date of initial application;

-12 -



When recognising the lease liabilities for leases previously classified as operating leases, the Group
has applied incremental borrowing rates of the relevant group entities at the date of initial application.
The weighted average lessee’s incremental borrowing rate applied is 6.76%.

At 1 January

2019
RMB’000
Operating lease commitments disclosed as at 31 December 2018 8,398
Lease liabilities discounted at relevant incremental borrowing rates 74472
Less: Recognition exemption - short-term leases (383)
Lease liabilities relating to operating leases recognised upon application
of HKFRS 16 7,089
Lease liabilities as at 1 January 2019 7,089
Analysed as
Current 14 ()45
Non-current 3,044
7,089
The carrying amount of right-of-use assets as at 1 January 2019 comprises the following:
Right-of-
use assets
RMB’000
Right-of-use assets relating to operating leases recognised upon
application of HKFRS 16 7,089
Reclassified from prepaid lease payments (note i) 238
Adjustments on rental deposits at 1 January 2019 (note ii) —
7,327
By class:
Land and buildings 7,327

- 13-



Notes:

(i)  Upfront payments for buildings in the PRC were classified as prepaid lease payments as at 31
December 2018. Upon application of HKFRS 16, the current portion of prepaid lease payments
amounting to RMB238,000 were reclassified to right-of-use assets.

(i) Before the application of HKFRS 16, the Group considered refundable rental deposits paid as
rights and obligations under leases to which HKAS 17 applied. Based on the definition of lease
payments under HKFRS 16, such deposits are not payments relating to the right to use of the
underlying assets and were adjusted to reflect the discounting effect at transition. The carrying
amount of discounting effect had no material impact on the consolidated financial statements of
the Group as at 1 January 2019.

The following adjustments were made to the amounts recognised in the consolidated statement of
financial position at 1 January 2019. Line items that were not affected by the changes have not been
included.

Carrying
amounts Carrying
previously amounts under
reported at 31 HKFRS 16 at
December 2018 Adjustments 1 January 2019
RMB’000 RMB’000 RMB’000

Non-current assets

Right-of-use assets — 7,327 7,327
Current assets

Other receivables, prepayments and

others - prepaid lease payments 238 (238) —
Current liabilities
Lease liabilities — 4,045 4,045
Non-current liabilities
Lease liabilities — 3,044 3,044

Note:  For the purpose of reporting cash flows from operating activities under indirect method for the year
ended 31 December 2019, movements in working capital have been computed based on opening

consolidated statement of financial position as at 1 January 2019 as disclosed above.

Based on the current business model, no other impact resulted from the adoption of HKFRS 16 on the
amounts reported on the opening consolidated financial statements of the Group as at 1 January 2019.

—14 -



New and amendments to HKFRSs issued but not yet effective

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

HKFRS 17 Insurance Contracts?

Amendments to HKFRS 3 Definition of a Business?

Amendments to HKFRS 10 and Sale or Contribution of Assets between an Investor and
HKAS 28 its Associate or Joint Venture®

Amendments to HKAS 1 and Definition of Material*
HKAS 8

Amendments to HKFRS 9, Interest Rate Benchmark Reform*

HKAS 39 and HKFRS 7

! Effective for annual periods beginning on or after 1 January 2021.

2 Effective for business combinations and asset acquisitions for which the acquisition date is on or after
the beginning of the first annual period beginning on or after 1 January 2020.

3 Effective for annual periods beginning on or after a date to be determined.

4 Effective for annual periods beginning on or after 1 January 2020.

In addition to the above new and amendments to HKFRSs, a revised Conceptual Framework for Financial
Reporting was issued in 2018. Its consequential amendments, the Amendments to References to the
Conceptual Framework in HKFRS Standards, will be effective for annual periods beginning on or after 1
January 2020.

Except for the new and amendments to HKFRSs mentioned below, the directors of the Company anticipate
that the application of all other new and amendments to HKFRSs will have no material impact on the
consolidated financial statements in the foreseeable future.

Amendments to HKAS 1 and HKAS 8 Definition of Material

The amendments provide refinements to the definition of material by including additional guidance and
explanations in making materiality judgments. In particular, the amendments:

. include the concept of “obscuring” material information in which the effect is similar to omitting or
misstating the information;

. replace threshold for materiality influencing users from “could influence” to “could reasonably be
expected to influence”; and

. include the use of the phrase “primary users” rather than simply referring to “users” which was
considered too broad when deciding what information to disclose in the financial statements.

—15-—



The amendments also align the definition across all HKFRSs and will be mandatorily effective for the
Group’s annual period beginning on 1 January 2020. The application of the amendments is not expected
to have significant impact on the financial position and performance of the Group but may affect the
presentation and disclosures in the consolidated financial statements.

Conceptual Framework for Financial Reporting 2018 (the “New Framework’) and the Amendments
to References to the Conceptual Framework in HKFRS Standards

The New Framework:

. reintroduces the terms stewardship and prudence;

. introduces a new asset definition that focuses on rights and a new liability definition that is likely to
be broader than the definition it replaces, but does not change the distinction between a liability and

an equity instrument;

. discusses historical cost and current value measures, and provides additional guidance on how to
select a measurement basis for a particular asset or liability;

— 16—



Information about major customers

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

2019 2018
RMB’000 RMB’000
Customer A N/A! 36,877

! The corresponding revenue did not contribute over 10% of the total revenue of the Group.

REVENUE

Revenue for the year represents income received and receivable mainly from the provision of factoring and
relevant services in the PRC.

(i)  Ananalysis of the Group’s revenue for the reporting period is as follows:

2019 2018
RMB’000 RMB’000
Interest income from factoring service 429214 308,484
Income from other services:
— Guarantee service 9,155 17,962
— Information technology service 8,355 2,621
— Consulting service 661 14,483
— Other services 3,036 2,346
21,207 37,412
A50:421 345,896
(i) Disaggregation of revenue from contracts with customers

2019 2018
RMB’000 RMB’000

Timing of revenue recognition
A point in time 6,873 14,483
Over time 5,179 4,967
Total 12,052 19,450

17 -



SALES CF FACTGRING ASSETS

For the years ended 2019 and 2018, the Group sold part of factoring assets to certain financial institutions
mainly in the PRC. Sales of factoring assets gave rise to full derecognition of the factoring assets pursuant
to the terms of sale agreements signed between the Group and relevant financial institutions.

2019 2018

RMB’000 RMB’000

Gain on sales of factoring assets 156,242 124,548
QGTHER INCACME/GTHER GAINS AND LCSSES

(a) (ther income

2019 2018

RMB’000 RMB’000

Government subsidies 33,553 14,844

Bank interest income 2,736 2,003

Interest income from a loan receivable 1,584 136

Interest income from loan to associates G4 791

Others 16 22

37,953 17,796

- 18-



FINANCE CGSTS

Interest on borrowings

Interest on loans from related parties

Interest on lease liabilities

Interest on bank overdraft

Interest on financial liability arising from repurchase agreements

TAXATICN

The charge (credit) comprises:
Current tax
— PRC Enterprise Income Tax (“EIT™)
— Withholding tax levied on dividend declared of a PRC subsidiary
— Withholding tax levied on interest income
of Hong Kong subsidiaries

Deferred tax

2019 2018
RMB’000 RMB’000
97,302 90,982
11,541 137
12402 —

361 —

— 37
110,606 91,156
2019 2018
RMB’000 RMB’000
35,995 84,880
1,625 300
4,820 1,865
142444() 87,045
24927 (3,265)
67,367 83,780

Under the Law of the PRC on EIT (the “EIT Law”) and Implementation Regulation of the EIT Law, the
tax rate of the PRC subsidiaries is 25% for both years. Certain PRC subsidiaries enjoy preferential tax rate
according to approval from local tax bureau, including (i) a PRC subsidiary enjoys preferential tax rate of
15% since year 2016; (ii) a PRC subsidiary, located in Horgos city in the PRC, was exempted from income
tax in the first 5 years since set up in year 2018, accordingto “0 0 0 0 00000000 OO0OO0OOO
0000000000000 (Caishui [2011] 112) issued by the State Administration of Taxation and

the Ministry of Finance of the PRC.

-19 -



PRCFIT FCR THE YEAR

Profit for the year has been arrived at after charging:

2019 2018
RMB’000 RMB’000
Directors’ emoluments 5,536 4,530

Other staffs costs

-20 -



11. EARNINGS PER SHARE

The calculation of basic and diluted earnings per share attributable to the owners of the Company is based
on the following data:

2019 2018
RMB’000 RMB’000
Earnings:
Profit for the year attributable to owners of the Company for
the purpose of basic and diluted earnings per share 280,343 208,421
2019 2018
’000 ’000
Number of shares:
Weighted average number of ordinary shares for the purpose of
basic earnings per share 879,176 806,057
Effect of dilutive potential ordinary shares:
Share options 4262 4,240
Weighted average number of ordinary shares for the purpose of
diluted earnings per share 883:438 810,297

12. FACTCQRING ASSETS AT FVTCGCI

-21 -



13.

INVESTMENT(S) IN A JGINT VENTURE/ASSGCIATES

(a)

(b)

Investment in a joint venture

Details of the Group’s investment in a joint venture are as follows:

Cost of investment in a joint venture, unlisted
Share of post-acquisition profit
Share of post-acquisition OCI

Investments in associates

Details of the Group’s investments in associates are as follows:

Cost of investments in associates, unlisted
Share of post-acquisition profit
Share of post-acquisition OCI

—22 —

31/12/2019 31/12/2018
RMB’000 RMB’000
— 25,500

— 1,609

— (32)

— 27,077
31/12/2019 31/12/2018
RMB’000 RMB’000
56,000 48,000
9,322 4,705
2,258 835
67,580 53,540




PLEDGED STRUCTURED DEPCSIT/PLEDGED BANK DEPGSITS/BANK BALANCES AND
CASH

The ranges of effective interest rates/market rates on the Group’s pledged structured deposit/pledged bank
deposits/bank balances are as follows:

Range of interest rates

(per annum)

31/12/2019 31/12/2018

% %
Fixed-rate pledged structured deposit 1.66 —
Fixed-rate pledged bank deposits 0~2:40 2.15
Market rate bank balances 0~1.73 0~1.61

As at 31 December 2019, a pledged structured deposit of HK$10,000,000 (equivalent to RMB9,000,000)
will be released upon the settlement of relevant bank overdraft.

CGTHER PAYABLES AND ACCRUED CHARGES

31/12/2019 31/12/2018

RMB’000 RMB’000

Accrued charges 440,661 22,836
Other tax payables 27,197 28,113
Advance receipt from disposal of investment in an associate 600 —
Deposits from customers — 3,000
Other payables 5,282 1,462
73,740 55,411

—23-



16. LIABILITIES ARISING FRCM GUARANTEE CGNTRACTS

3111212019 31/12/2018
Premium less Premium less
accumulated ECL Carrying accumulated ECL Carrying
amortisation provision amount accumulated provision amount

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Loan guarantee contracts in relaion to: - - -

- third parties 8,299 6,276 8,914 — - -
- an associate 2070 1,069 247 — — —
Guarantee contracts to
suppliers in relation to;
- non-payment of payables 889 033 889 - - -
11,258 7998 12,050 - - -

At the end of the reporting period, the directors of the Company has assessed the past due status of the
debts under guarantee, the financial position of the debtors as well as the economic outlook of the industries
in which the debtors operate, and concluded that there has been no significant increase in credit risk since
initial recognition of the guarantee contracts.

The following is the maximum amount of the Group has guaranteed under the contracts and details of
liabilities arising from guarantee contracts.

31/12/2019 31/12/2018

RMB’000 RMB’000

Loan guarantee contracts in relation to
— third parties 456,788 —
— an associate 270,000 48,000
Guarantee contracts to suppliers in relation to non-payment of payables 46,608 —
773,396 48,000

— 24—



17. BGRRCGWINGS/BANK GQVERDRAFT

(a)

(b)

Borrowings

Bank borrowings
Entrusted loans
Bills discounted
Bonds

Other loans

Secured
Unsecured

Bank overdraft

31/12/2019 31/12/2018
RMB’000 RMB’000
1469:495 16,648
445376 —
31,107 61,818

— 713,490
921,321 120,000
1,867,299 911,956
560,633 78,466
1,306,666 833,490
1,867,299 911,956

As at 31 December 2019, the bank overdraft amounted to HK$19,943,000 (equivalent to
RMB17,864,000), which is repayable on demand, carrying interest rate per annum at the rate of
the benchmark rate offered by the HIBOR plus 2.25% per annum, guaranteed by the Company and
a PRC subsidiary and pledged by structured deposit amounting to HK$10,000,000 (equivalent to

RMB9,000,000).
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18. SHARE CAPITAL

Details of movements of share capital of the Company are as follows:
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MANAGEMENT DISCUSSICN AND ANALYSIS

The Group is a data driven supply chain financial services provider. Being part of the non-
bank financial sector, the Group is regulated by the China Banking and Insurance Regulatory
Commission. The Group strives to reshape the traditional supply chain financing landscape
through innovative application of information technology. Benefitting from a professional and
comprehensive risk management mechanism, the Group is able to fully leverage on its self-
developed “Sheng Yi Tong” online factoring system to deliver convenient, efficient, secured
and quality supply chain financing and information technology services at lower cost for small
and medium enterprises (“SME”s) and micro-enterprises. As of 31 December 2019, the Group
offered accounts receivables financing services to SMEs and micro-enterprises aggregately
amounting to over RMB34 billion, and the Group managed accounts receivables aggregately
totaling over RMB70 billion. Its headquarter is in Shenzhen, the PRC.

The Group provides customers with customized financing solutions secured by, amongst
others, their accounts receivables, and also offers them accounts receivables management
services. These services include credit assessment, review and verification of transactions
relating to the accounts receivables, collection of accounts receivables on behalf of customers,
and regular reporting to customers on matters concerning their accounts receivables. In return,
the Group receives interest income and also professional fees for the services rendered.
It also derives income from sales of rights of factoring assets to improve the cash flow of
the Group and to enhance management of the Group’s factoring assets portfolio. With the
Group’s expansion in diversified corporate services in supply chain and establish of loan
facilitation platform, the Group generates fee income through provision of guarantee services,
information technology services, consulting services, and miscellaneous services principally
including accounts receivables management services without financing.

_27-—



FINANCIAL REVIEW
Revenue

The Group earns most of its revenue from the provision of factoring services, guarantee
services, information technology services, consulting services and other services to customers
in the PRC. For the year ended 31 December 2019, the Group made revenue of approximately
RMB450.4 million, representing an increase of approximately 30.2% (for the year ended
31 December 2018: RMB345.9 million). The increase in revenue was mainly attributable
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(ther gains and losses

Other gains and losses mainly include exchange differences, gain on disposal of investments
in associates and net loss arising from changes in fair value of derivative financial instruments.

Staff costs and other operating expenses

Staff costs and other operating expenses mainly comprise staff salaries and benefits, research
and development costs, depreciation of right-of-use assets, legal and professional fees,
amortisation of intangible assets and other miscellaneous items. Staff costs and other operating
expenses for the year ended 31 December 2019 were RMB158.2 million (for the year ended
31 December 2018: RMB98.5 million), representing an increase of 60.6%, which was mainly
attributable to the increase in headcount and salaries, research and development costs, legal
and professional fees incurred as a result of business expansion.

Impairment losses under ECL model, net of reversal

Impairment losses under ECL model, net of reversal for the year ended 31 December 2019
amounted to RMB17.0 million (for the year ended 31 December 2018: RMB17.8 million),
representing a decrease of 4.5% which was mainly attributable to the increase in the reversal
of allowance for impairment of factoring assets.

Share of profits of a joint venture

The Group shared the profits of a joint venture which amounted to RMB1.5 million for the
year ended 31 December 2019 (for the year ended 31 December 2018: shared profits of
RMB1.8 million).

Share of profits of associates

The Group shared the profits of associates which amounted to RMB4.2 million for the year
ended 31 December 2019 (for the year ended 31 December 2018 RMB4.7 million).
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Finance costs

Finance cost consists mainly interest expenses of borrowings from banks, financial
institutions, a bond investor and related parties. For the year ended 31 December 2019,
finance cost was RMB110.6 million, representing an increase of 21.3% (for the year ended 31
December 2018: RMB91.2 million). The increase in finance cost was due to the increase in
borrowings made by the Group to finance expansion of business operations.

Profit before taxation

As a result of the foregoing, the Group’s profit before taxation increased by 22.6% from
approximately RMB295.7 million for the year ended 31 December 2018 to approximately
RMB362.5 million for the year ended 31 December 2019. Profit before taxation accounted for
approximately 59.8% and 62.8% of the Group’s income from factoring and other services in
2019 and 2018, respectively.

Taxation

Income tax expenses represent the tax expense arising from the assessable profit generated
by the Group in the PRC and deferred tax. Except for certain PRC subsidiaries that enjoy
preferential tax rates, PRC enterprise income tax is calculated at 25% of the estimated
assessable profits for both years ended 31 December 2019 and 2018. The decrease in effective
tax rate from 28.3% for the year ended 31 December 2018 to 18.6% for the year ended 31
December 2019 was mainly attributable to the increase in the profit before taxation for certain
PRC subsidiaries that enjoy preferential tax rates.

For the year ended 31 December 2019, income tax expenses amounted to approximately
RMB67.4 million (for the year ended 31 December 2018: RMB83.8 million).

Dividend

The Directors recommend the payment of a final dividend of HK5.3 cents per ordinary share
of the Company for the year ended 31 December 2019 (for the year ended 31 December 2018:
HK4 cents per ordinary share).
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As at 31 December 2019, the Group had interest-bearing borrowings and bank overdraft
which amounted to RMB1,885.2 million (at 31 December 2018: RMB922.0 million). Its
gearing ratio, expressed as total liabilities over total equity was 0.85 as at 31 December 2019
(at 31 December 2018: 0.51).

Use of proceeds
The Placing

On 28 June 2018, the Company, Wisdom Cosmos Limited (“Wisdom Cosmos”), the
immediate holding of the Company, Oversea-Chinese Banking Corporation Limited
(“&CBC”) and Macquarie Capital Limited (“Macquarie”) (OCBC and Macquarie
collectively referred to as the “Joint Placing Agents”) entered into a placing agreement
pursuant to which the Wisdom Cosmos agreed to place, through the Joint Placing Agents on
a best effort basis, a maximum of 148,000,000 existing ordinary placing shares at the placing
price of HK$6.00 per placing share (the “Placing”).

On the same date, Wisdom Cosmos and the Company entered into a subscription agreement
under which Wisdom Cosmos conditionally agreed to subscribe for, and the Company
conditionally agreed to issue, the ordinary subscription shares (the “Subscription™).
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Use of proceeds from the Placing

During the year ended 31 December 2018 and the year ended 31 December 2019, details of
the use of proceeds of the Placing were as follows:

Actual use of Actual use of

net proceeds net proceeds

during the during the

Net proceeds year ended year ended

raised 31 December 2018 31 December 2019  Intended use and expected

(Approximately (Approximately (Approximately timeline of the remaining

Use of proceeds HK$ million) HKS million) HKS million) amount of net proceeds

General working 757.0 757.0 —  The amount of the net proceeds for
capital of the Group the general working capital of the
for expanding the Group for expanding the factoring
factoring operations operations had been fully utilised.

Developing the online 62.5 18.5 274 The remaining unutilised amount of
factoring platform and approximately HK$16.6 million will
IT system of the be used for developing the online
Group factoring platform and IT system of

the Group and is expected to be fully
utilised by 31 December 2020.

Capital commitments
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Contingent liabilities

Save as disclosed in note 16 of the “Notes to the consolidated financial information”, the

Group did not have any other guarantees or other material contingent liabilities.

Pledge of assets

As at 31 December 2019, the Group had pledged bank deposits of RMB86.4 million, security
deposits of RMB9.8 million, pledged structured deposit of RMB9.0 million, and certain
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Future plan for material investments and capital assets

The Group intends to expand and develop its diversified corporate services in supply chain
and to establish loan facilitation platform with an aim to become a Fintech service provider for
enterprises. To achieve the goal, the Group will further develop the capabilities and functions
of its online platform.

Foreign exchange risks

The Group’s exposure to foreign currency risk related primarily to bank balances, pledged
structured deposit, pledged bank deposits, loan receivable, other receivables, borrowings,
bank overdraft and lease liabilities that are denominated in HK$, US$, GBP£ and EURE. The
Group entered into cross currency swap contracts and foreign currency forward contracts
during the year to manage its foreign currency risk exposures arising from certain variable-
rate bank borrowings denominated in HK$, US$ and EURE. The management manages and
monitors this exposure to ensure appropriate measures are implemented on a timely and
effective manner.

Employees and remuneration policy

As at 31 December 2019, the Group had a total of 199 staffs (31 December 2018: 117 staffs).
Total staff costs (including Directors’ emoluments) were approximately RMB92.4 million (for
the year ended 31 December 2018: RMB56.6 million) including total share option benefits for
employees were RMB10.0 million for the year ended 31 December 2019 (for the year ended
31 December 2018: RMB7.3 million). Remuneration is determined by reference to market
conditions and the performance, qualifications and experience of individual employees. Year-
end bonuses based on individual performance will be paid to employees as recognition of and
reward for their contributions. Other benefits include contributions to the statutory mandatory
provident fund scheme and social insurance together with housing provident funds for
employees in Hong Kong and the PRC, respectively.

The Group operates a share option scheme for the purpose of providing incentives and
rewards to eligible directors, employees and contractors of the Group, who contribute to the
success of the Group’s operations.
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In Hong Kong, the Group participates in the Mandatory Provident Fund Scheme (the “MPF
Scheme™) established under the Mandatory Provident Fund Schemes Ordinance (Cap 485 of
the Laws of Hong Kong). The assets of the MPF Scheme are held separately from those of
the Group and administered by an independent trustee. Under the MPF Scheme, the Group
and its employees are each required to make a contribution to the MPF Scheme at 5% of the
employees’ relevant monthly income subject to a cap, which is currently set at HK$1,500.

PRC employees are covered by the mandatory social security schemes operated by the PRC
government. The Group is required by the PRC laws to contribute a certain percentage of
payroll cost to the retirement benefits scheme to fund the benefits.

Recent Development of Regulatory Framework

In 2019, financial regulatory institutions in China has strengthened their governance on
local commercial factoring companies, further regulating and promoting the compliance
development of the factoring industry and providing additional policy support for commercial
factoring companies that practice market-oriented operation and focus on supporting
SMEs and micro-enterprises. In April 2019, the Tianjin Local Financial Supervision
Bureau promulgated the Circular on Issuing the Administrative Measures for Pilot Tianjin
Commercial Factoring Companies (Trial Implementation) (Tianjin Financial Supervision
Bureau Regulations [2019] No. 1) (U O OO0 OOOOOOOOOOOOO (DO)O
00 (000 DOO[2019]10) O), which tightens the regulatory standards and compliance
requirements for commercial factoring companies within the administrative region. In
October 2019, China Banking and Insurance Regulatory Commission issued the first national
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CCRPCRATE GAVERNANCE AND CTHER INFGRMATIGN

DIRECTQRS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHCQRT
PCGSITICNS IN SHARES, UNDERLYING SHARES AND DEBENTURES CGF
THE CAMPANY GR ANY ASSCCIATED CGRPCGRATICN

As at 31 December 2019, the interests or short positions of the Directors and the chief
executive of the Company in the shares, underlying shares and debentures of the Company
or any of its associated corporations (within the meaning of Part XV of the SFO) which were
notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which they have 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 provisions
set out in Appendix 10 of the Listing Rules, to be notified to the Company and the Stock

Exchange, were as follows:

Interest in the Company

Number and class Percentage of
Name of Director Capacity/nature of interest of securities interested shareholding
Mr. Tung Chi Fung Beneficiary of a trust and 555,000,000 (L) (Note 2) 63.05%

(“Mr. Tung”) (Note 1) settlor of a discretionary trust

Mr. Chen Jen-Tse Share option 3,000,000 (Note 3) 0.34%
Mr. Hung Ka Hai Clement Share option 200,000 (Note 3) 0.02%
Mr. Loo Yau Soon Share option 200,000 (Note 3) 0.02%
Mr. Twoon Wai Mun, Benjamin - Share option 200,000 (Note 3) 0.02%
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Notes:

1.  Wisdom Cosmos Limited (“Wisdom Cosmos™), a company incorporated in the British Virgin Islands
(“BVI”), is the beneficial owner of 555,000,000 shares of the Company, representing approximately
63.05% shareholding interests in the Company. The entire issued share capital of Wisdom Cosmos is
owned by Eander Limited (“Eander”), a company incorporated in the BVI, which is in turn wholly owned
by TMF (Cayman) Ltd (“TMF Trust”), trustee of the Pak Jeff Trust (“PJ Trust”), an irrevocable reserved
power trust established by Mr. Tung. Mr. Tung and his family members are the beneficiaries of the PJ
Trust. Under the SFO, Mr. Tung, TMF Trust and Eander are deemed to be interested in all the shares of the
Company registered in the name of Wisdom Cosmos.

2. The letter “L” denotes long position of the shares of the Company.

3. This refers to the number of underlying Shares covered by its share option scheme.

Save as disclosed herein, as at 31 December 2019, none of the Directors or chief executive of
the Company or their associates (as defined in the Listing Rules) had any interests and short
positions in any shares, underlying shares or debentures of the Company or any 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 or short positions which each of them has taken or deemed to have
taken under the provisions of the SFO); or which were required, pursuant to section 352 of the
SFO, to be entered into the register referred to therein; or which were required, pursuant to
provisions set out in Appendix 10 of the Listing Rules, to be notified to the Company and the
Stock Exchange.
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SUBSTANTIAL SHAREHCLDERS’ AND ATHER PERSGNS’ INTERESTS
AND SHCRT PCGSITICNS IN SHARES, UNDERLYING SHARES AND
DEBENTURES CF THE CAMPANY

As at 31 December 2019, so far as is known to the Directors, the following persons, not being
Directors or chief executive of the Company had, or were deemed to have, interests or short
position in the shares or underlying shares which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO; or who is directly or
indirectly, to be interested in 5% or more of issued share capital carrying rights to vote in all
circumstances at general meetings of any member of the Group:

Name Capacity/nature of interest
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Save as disclosed above, as at 31 December 2019, the Directors are not aware of any other
person, other than the Directors and the chief executive of the Company who had, or was
deemed to have, interest or short position 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; or who is directly or indirectly, to be interested in 5% or more of the
issued share capital carrying rights to vote in all circumstances at general meetings of any
other member of the Group or options in respect of such share capital.

SHARE CPTICN SCHEME

Save for the grants of share options on 11 September 2017 and 14 November 2018 as
disclosed in the announcements on the same date respectively, no new share options have
been granted nor any existing share option schemes have been adopted by the Company as
at the date of this announcement. During the year ended 31 December 2019, i) 16,063,000
granted options were outstanding under the share option scheme; ii) 1,475,500 granted options
were exercised; iii) 2,335,000 granted options were lapsed; and iv) no granted options were
cancelled.

PURCHASE, SALE CR REDEMPTICN CF SHARES

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the
Company’ s listed securities during the year ended 31 December 2019.

DIRECTCGRS’ AND SUBSTANTIAL SHAREHCLDERS’ INTEREST IN
CCAMPETING INTERESTS GR CCNFLICT CF INTEREST

For the year ended 31 December 2019, the Directors are not aware of any business or interest
of the Directors, the substantial shareholders of the Company and their respective associates (as
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CCGMPLIANCE ADVISER’S INTERESTS

As at 31 December 2019 and up to the date of this announcement, neither Dakin Capital
Limited, the compliance adviser of the Company, nor any of its directors, employees or close
associates has any interests in the securities of the Company or any other companies of the
Group (including options or rights to subscribe for such securities) pursuant to Rule 3A.07 of
the Listing Rules.

DIRECTQRS’ SECURITIES TRANSACTICNS

The Company has adopted a code of conduct for dealing in securities of the Company by the
Directors in accordance with provisions set out in Appendix 10 of the Listing Rules. Having
made specific enquiries of all Directors, all Directors confirmed that they have complied with
the required standard of dealings and the code of conduct regarding securities transactions by
directors adopted by the Company during the year ended 31 December 2019.

CGARPCRATE GGVERNANCE

The Directors are committed to achieving high standards of corporate governance with a view
to safeguarding the interests of the Shareholders. To accomplish this, the Group will continue
to comply with the Corporate Governance Code as set out in Appendix 14 to the Listing Rules
and the associated Listing Rules (collectively, the “CG Code”). The shares of the Company
were successfully listed on GEM on 6 July 2017 (the “Listing Date”) and transferred to the
Main Board on 24 October 2019. To the best knowledge of the Board, the Company had
complied with the code provisions in the CG Code during the year from the Listing Date to 31
December 2019.
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DIVIDEND PCLICY

The Company has adopted a dividend policy that aims to provide the guidelines for the Board

to determine whether dividends are to be declared and paid to the Shareholders and the level

of dividend to be paid. Under the dividend policy, in deciding whether to propose a dividend

and in determining the dividend amount, the Board shall take into account, among others,

1)

)

3)

(4)

(%)

(6)

(")

(8)

(9)

the Group’s actual and expected financial performance;

the Group’s expected working capital requirements, capital expenditure requirements and
future expansion plans;

retained earnings and distributable reserves of the Company and each of the members of
the Group;

the Group’s liquidity position;

interest of shareholders;

taxation consideration;

potential effect on creditworthiness;

the general economic conditions and other internal or external factors that may have an
impact on the business or financial performance and position of the Group; and

any other factors that the Board deems appropriate.

—42 -



The declaration and payment of dividends by the Company shall remain to be determined at
the sole discretion of the Board and is also subject to any restrictions under the Companies
Law of the Cayman Islands, the Listing Rules, the laws of Hong Kong and the Company’s
Memorandum and Articles of Association and any other applicable laws and regulations.
The Company does not have any pre-determined dividend distribution ratio. The Company’s
dividend distribution record in the past may not be used as a reference or basis to determine
the level of dividends that may be declared or paid by the Company in the future.

The Company will continually review the dividend policy and reserves the right in its sole
and absolute discretion to update, amend and/or modify the dividend policy at any time, and
the dividend policy shall in no way constitute a legally binding commitment by the Company
that dividends 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.

GTHER INFCGRMATIGN

Scope of work of Messrs. Deloitte Touche Tohmatsu

The figures in respect of the Group’s consolidated statement of financial position, consolidated
statement of profit or loss and other comprehensive income and the related notes thereto for
the year ended 31 December 2019 as set out in this preliminary announcement have been
agreed by the Group’s auditors, Messrs. Deloitte Touche Tohmatsu, to the amounts set out in
the Group’s audited consolidated financial statements for the year. The work performed by
Messrs. Deloitte Touche Tohmatsu in this respect did not constitute an assurance engagement
in accordance with Hong Kong Standards on Auditing, Hong Kong Standards on Review
Engagements or Hong Kong Standards on Assurance Engagements issued by the Hong Kong
Institute of Certified Public Accountants and consequently no assurance has been expressed
by Messrs. Deloitte Touche Tohmatsu on this preliminary announcement.
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AUDIT CCAMMITTEE

The Company established an Audit Committee on 19 June 2017 with written terms of
reference in compliance with Rules 3.21 to 3.24 of the Listing Rules and paragraph C.3
of the CG Code as set out in Appendix 14 of the Listing Rules. The primary duties of the
Audit Committee are mainly to make recommendations to the Board on the appointment and
removal of the external auditors; review financial statements and oversee the internal control
and risk management procedures and systems of the Group. The Audit Committee currently
consists of three members, namely Mr. Hung Ka Hai Clement, Mr. Twoon Wai Mun, Benjamin,
and Mr. Loo Yau Soon. The Chairman of the Audit Committee is Mr. Hung Ka Hai Clement.

The Group’s audited consolidated financial statements for the year and the annual report
have been reviewed by the Audit Committee. The Board is of the opinion that such financial
information has been prepared in compliance with the applicable accounting standards, the
requirements under the Listing Rules and any other applicable legal requirements, and that
adequate disclosures have been made.

EVENTS AFTER THE REPCRTING PERIGD

The ECL at 31 December 2019 was estimated based on a range of forecast economic
conditions as at that date and information available at that date without undue cost or effort.
Since early January 2020, the coronavirus outbreak has spread across mainland China and
beyond, causing disruption to business and economic activity. The impact on certain key
indicators will be considered when determining the severity and likelihood of downside
economic scenarios that will be used to estimate ECL under HKFRS 9 in 2020.

As the situation remains fluid as at the date these financial statements are authorised for
issue, the Directors considered that the financial effects of the COVID-19 on the Group’s
consolidated financial statements cannot be reasonably estimated. Nevertheless, the
COVID-19 outbreak is expected to affect the consolidated results of the Group for the first
half and full year of 2020.
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PUBLICATICN

This annual results announcement published on the websites of the Stock Exchange

(www.hkexnews.hk) and the Company (www.shengyecapital.com) respectively.

By order of the Board
Sheng Ye Capital Limited
Tung Chi Fung
Chairman

Hong Kong, 20 March 2020

As at the date of this announcement, the Board comprises two executive Directors: Mr. Tung Chi Fung and Mr.
Chen Jen-Tse; and four independent non-executive Directors. Mr. Hung Ka Hai Clement, Mr. Loo Yau Soon,
Mr. Twoon Wai Mun, Benjamin and Mr. Fong Heng Boo.

The English transliteration of the Chinese name(s) in this announcement, where indicated with “*”, is included
for information purpose only, and should not be regarded as the official English name(s) of such Chinese
name(s).

If there is any inconsistency in this announcement between the Chinese and English versions, the English version
shall prevail.

Unless otherwise stated, translation of RMB into HK$ is based on the approximate exchange rate of RMB1.00

to HK$1.12 for information purpose only. Such translation should not be construed as a representation that the
relevant amounts have been, could have been, or could be converted at that or any other rate or at all.
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