This annual report, in both English and Chinese versions, is
available on the Company’s website at www.cocoon.holdings (the
“Company Website”).

Shareholders who have chosen or have been deemed consented
to receive the corporate communications of the Company (the
“Corporate Communications”) via the Company Website and who
for any reason have difficulty in receiving or gaining access to the
annual report posted on the Company Website will promptly upon
request be sent the annual report in printed form free of charge.

Shareholders may at any time change their choice of the means
of receipt (either in printed form or via the Company Website)
and/or language(s) (either English only or Chinese only or both
languages) of Corporate Communications.

Shareholders may send their request to receive the annual report
in printed form, and/or to change their choice of the means of
receipt and/or language(s) of Corporate Communications by notice
in writing to the branch share registrar of the Company in Hong
Kong, Computershare Hong Kong Investor Services Limited at 17M
Floor, Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong
Kong or by sending an email to the branch share registrar of the
Company in Hong Kong at cocoon.ecom@computershare.com.hk.

Shareholders who have chosen to receive printed copy of the
Corporate Communications in either English or Chinese version
will receive both English and Chinese versions of this annual
report since both languages are bound together into one booklet.
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CHAIRMAN’S STATEMENT
EE®E

The board (the “Board”) of directors (the “Directors”) of
Cocoon Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) takes pleasure in
presenting the audited consolidated results of the Group for the
year ended 31 December 2021 (“Reporting Period”).

Since early 2020, the outbreak of Coronavirus Disease
2019 (the “COVID-19”) has spread throughout the world. Every
countries had implemented different levels of disease prevention
measures, including lockdown and quarantine policies.

Hong Kong suffered the fourth wave of the COVID-19
ending in May 2021 and entered the fifth wave of the COVID-19
in January 2022, certain prevention measures have been
implementing. Two years have passed, daily coronavirus cases in
certain countries still closed to record high.

The COVID-19 definitely impacted to Hong Kong, China and
even the global economy. The Hang Seng Index fell 14 per cent
in 2021, making Hong Kong the worst performing market out of
92 major indexes tracked by Bloomberg. Only Hang Seng China
Enterprises Index fared worse, fell 23.3 per cent in 2021. As a
result, the Group suffered net loss for the Reporting Period.

The external environment is of high relevance to the economy
and financial market in Hong Kong. In term of the COVID-19 still
raging across the world, the Group expects it will continue to
affect the Group’s financial performance. The Group will closely
monitor the development of the COVID-19 outbreak and continue
to evaluate its impact on our business, financial position and
operating results.

Looking ahead to the year 2022, the Company will stay in
focus to invest in trading securities, private equity funds and
private enterprises with potential prospect. Our approach will keep
timely and appropriate investment strategies in response to the
volatile market, in order to enhance our investment portfolio and
achieve net asset appreciation. The Board will pay close attention
to the macro trends and keep seeking opportunities to invest in
China, Hong Kong and overseas. The Company will continue
to implement its risk management policy with an aim to achieve
stable returns on investments for our shareholders.

COCOON HOLDINGS LIMITED #EXSZBRAERAT
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APPRECIATION

Lastly, | would like to thank our dedicated employees for their
invaluable contributions and enthusiasm in their work. Their zeal
in discharging duties and responsibilities will ensure the success
of our Group.

Wu Ming Gai
Chairman

Hong Kong, 28 March 2022
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEBNWRDMN

The Group’s revenue for the Reporting Period comprised
dividend income, interest earned from bank deposits and loans
and receivables. For the year ended 31 December 2021, the
Group recorded a revenue approximately of HK$7,696,000 as
compared to approximately HK$8,135,000 in the prior year,
representing a decrease of approximately 7.16%. The decrease
in revenue was mainly due to decrease of interest income during
the Reporting Period. Gross proceeds from disposals of trading
securities for the Reporting Period was recorded of approximately
HK$9,629,000 as compared to approximately HK$5,096,000
for the year ended 31 December 2020. The Group recorded a
realised loss of approximately HK$80,000 (2020: realised gain
HK$728,000) and fair value loss of approximately HK$12,937,000
(2020: fair value gain HK$12,105,000) on listed securities held
by the Group during the Reporting Period. The Group recorded
a net realised loss of approximately HK$13,890,000 (2020:
HK$1,746,000) on unlisted loan notes, which included disposed
two unlisted loan notes as part of consideration to acquire a
loan note and a listed securities trading at OTC market in United
States of America (the “US”), which caused the Group recorded
a realised loss on such disposal accordingly during the Reporting
Period. During the Reporting Period, impairment losses of various
loan notes of approximately HK$1,801,000 (2020: HK$11,931,000)
and no impairment loss of deposits and other receivables
(2020: HK$1,592,000) were recognised. With the unfavourable
performance of certain publicly traded securities held by the
Group and fair value loss of certain unlisted securities during the
Reporting Period, the Group recorded loss attributable to owners
of the Company was approximately HK$28,643,000 as compared
to a loss of approximately HK$4,166,000 in prior year.

As at 31 December 2021, the Group’s unlisted investments
(comprised of financial assets at fair value through profit or loss,
financial assets at fair value through other comprehensive income
and loans and receivables) were approximately HK$103,782,000
(2020: HK$129,051,000). Other receivables, deposits and
prepayments was approximately HK$282,000 (2020: HK$633,000).

As at 31 December 2021, the net assets of the Group were
approximately HK$144,403,000 (2020: HK$162,750,000). The
net assets decreased 11.27% when compared to prior year. The
financial assets at fair value through profit or loss increased
from approximately HK$46,944,000 as at 31 December 2020 to
approximately HK$61,938,000 as at 31 December 2021 and the
financial assets at fair value through other comprehensive income
of approximately HK$25,545,000 (2020: HK$30,600,000) was as at
31 December 2021.

COCOON HOLDINGS LIMITED #EXSZBRAERAT
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MANAGEMENT DISCUSSION AND ANALYSIS

As at 31 December 2021, the Group had available funds of
approximately HK$1,780,000 which were mainly placed in banks
and licensed securities firms as general working capital. Bank
balances and cash balance in licensed securities firms held by the
Group were mainly denominated in Hong Kong dollars.

The Group had shareholders’ funds of approximately
HK$144,403,000 at 31 December 2021 compared to HK$162,750,000 at
31 December 2020, representing a decrease of approximately 11.27%.

As at 31 December 2021, the Group had borrowings of
approximately HK$21,310,000 (2020: HK$21,845,000). The
gearing ratio for the Group was 14.8% (2020: 13.4%) which
represents the ratio of the Group’s borrowings to the net asset
value of the Group.

The Group did not have any capital expenditure commitment
as at 31 December 2021.

Save as the placing of new shares as disclosed in note 30 to
the consolidation financial statement and under the heading of
“Placing of New Shares” below, there was no significant change in
the Group’s capital structure for the Reporting Period.

Reference is made to the announcements of the Company
dated 27 May 2021 and 17 June 2021, respectively (the
“Announcements”) in relation to, amongst others, the Placing.
Unless otherwise defined, capitalised terms used herein shall
have the same meanings as those defined in the Announcements.

After trading hours on 27 May 2021, the Company and
Sorrento Securities Limited entered into the Placing Agreement
pursuant to which the Company has appointed the Placing Agent
to procure, on a best efforts basis, placees to subscribe for up to
71,945,370 new shares at a price of HK$0.215 per Placing Share.
The gross proceeds from the Placing were approximately HK$15.5
million and the net proceeds were approximately HK$15.3 million.
It was intended that the net proceeds from the Placing would be
utilised for investment in the listed and/or unlisted securities in the
aggregate amount of approximately HK$5.5 million, repayment of
short term loan and payment of interest in the aggregate amount
of approximately HK$6.8 million and the remaining balance would
be used as the Group’s general working capital.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEBNWRDMN

Details of the Placing and Placing Agreement were set out in
the Announcements.

As at the date of this report, detailed breakdown and
description of the utilisation of the net proceeds from the rights
issue (the “Rights Issue”) completed on 21 October 2019 and the
Placing were as follows:
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Date of announcement
DM B

18 July 2019 (completed on
21 October 2019)
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Date of announcement

LR

27 May 2021 (completed on
17 June 2021)
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Event

-3

Rights Issue on the basis
of two Rights Shares at
the subscription price
HK$0.28 per Rights
Shares for every one
existing Share (Note 3)
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Event

£S5}

Placing new shares under Approximately HK$15.3

general mandate

RE-REELEHRD

The unutilised net
proceed as at
31 December 2020

—E-EE
+ZA=t+-BZkfE
BRERERE

Approximately HK$0.2
million

M02BEET

Net proceeds raised

FEREFE

million

115388 ET

Intended use of net proceeds
(Note 2)

FEREFE
RERB(WZ2)

(i)

Approximately HK$0.2
million for general working
capital of the Group

M02BEETANALEZ
—REEES

Intended use of net proceeds
FERERE
BRERzZ

(i

(ii

(i)

Approximately HK$5.5
million for the investment in
listed securities and unlisted
securities

Approximately HK$6.8 million
for repayment of short term
loan and payment of interest

Approximately HK$3.0 million
for general working capital of
the Group
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Actual use of proceeds

&

(i

=

RRERAR

Approximately HK$0.2 million
was used for operating
expenses
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Actual use of proceeds and
expected timeline for fully utilising
the unutilised amount (Note 1)

FEREREARREEBRARDA
RENRABARNL1)

(i

(i)

(i)

Approximately HK$5.5 million
was used to invest in listed
securities

Approximately HK$6.8 million
was used to repay short term
loan

Approximately HK$2.7 million
was used for operating
expenses, the balance
approximately HK$0.3 million
would utilised as intended on or
before 31 August 2022
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MANAGEMENT DISCUSSION AND ANALYSIS

Note 1: The expected timetable for fully utilising the unutilised net
proceeds is determined based on the Group’s best estimate of
future market conditions, and is subject to change depending on
current market conditions and future market developments.

Note 2: The Company had resolved to change in use of the remaining net
proceeds from the Rights Issue (the “Remaining Proceeds”). The
reason for change in use of the Remaining Proceeds as the Board
considered that the industries mentioned in the announcements
of the Company dated 18 May 2020 and 25 November 2020 (the
“Remaining Proceeds’ Announcements”) would be benefited from
the change in social behavior and the economic environment
and the market price of certain listed securities in banking and
finance sector and also energy sector were comparatively low
due to oversold as well. The details for change in use of the
Remaining Proceeds were set out in the Remaining Proceeds’
Announcements.

Note 3: Details of the Rights Issue were set out in the announcements
of the Company dated 18 July 2019, 30 July 2019, 2 August
2019, 13 August 2019, 13 September 2019 and 18 October 2019;
the circular of the Company dated 21 August 2019; and the
prospectus of the Company dated 25 September 2019.

The Company is an investment company listed on the main
board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) under Chapter 21 of the Rules Governing the Listing
of Securities (the “Listing Rules”) on the Stock Exchange. The
principal activity of the Company is investment holding and
the Group is principally engaged in investments in securities
listed on recognised stock exchanges and unlisted investments
with potential for earning growth and capital appreciation. It is
the corporate strategy of the Group to strengthen its existing
businesses and continue its focus on financing future investment
opportunities domestically and internationally to achieve financial
growth for the Group and to maximise the shareholders’ value.

The Company held twelve investments as of 31 December
2021, comprising eight equity securities listed in Hong Kong and
the US, two loan notes issued by private entities in the PRC,
one loan note issued by private entity in Netherlands and one
item of interests in a private entity in Anguilla. Pursuant to the
requirements stipulated in Rule 21.12 of the Listing Rules, the
Company discloses its ten largest investments and all individual
investments with value exceeding 5% of the Company’s gross
assets with brief description of the investee companies are
provided in the notes 22 to 24 to the consolidated financial
statements of this report and the section under “significant
investments held and their performance” below.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEBNWRDMN

Significant investments held and their performance

Details of the performance of the significant investments held
by the Group as at 31 December 2021 were disclosed under the
heading of “Financial Review” above and in note 22 to 24 to the
consolidated financial statement.

The ten largest investments and all individual investments
with value exceeding 5% of the Company’s gross assets as at 31
December 2021 with brief description of the investee companies
as follows and as disclosed in note 22 to 24 to the consolidated
financial statements:

Loan Note Investment — Yun Kang Data Technology
(Shanghai) Company Limited* (“Yun Kang Data”)

Yun Kang Data is a private entity established in the PRC,
which is principally engaged in applying deep learning and
artificial intelligence to analyse the big data for application and
provide clinical diagnosis. Yun Kang Data issued a loan note
(“LN1”) in November 2020 with fixed interest at 6% per annum to
the Company and would mature after three years from the date
of issue. The interest income recognised of the Group from LN1
for the year ended 31 December 2021 was approximately HK$1.2
million. The Board considered that the life science and big data
industry is a future trend of the globe and it might a gateway to get
involved in this industry by holding the LN1 and to enjoy the fixed
interest income as well.

Loan Note Investment — Shenzhen Huaqin Agriculture
Technology Company Limited™ (“Huaqin Agriculture”)

Huagqin Agriculture is a private entity established in the PRC,
which is principally engaged in technological development of
agricultural and biological product, retail and wholesale of food.
Huaqin Agriculture issued a loan note (“LN2”) in December 2020
with fixed interest at 8.5% per annum to the Group and would
mature after three years from the date of issue. The interest
income recognised of the Group from LN2 for the year ended 31
December 2021 was approximately HK$2.3 million. According to
the unaudited financial statements as at 30 November 2021 of
Huaqin Agriculture, the unaudited net loss for the period ended
30 November 2021 was approximately RMBO0.7 million. The Board
considered that 8.5% of fixed interest income by holding LN2 is in
the interest of the Group to obtain stable interest income.

COCOON HOLDINGS LIMITED #EXSZBRAERAT
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MANAGEMENT DISCUSSION AND ANALYSIS

D5 Investments B.V. (“D5”) is a private entity established in
Netherlands, which is principally engaged in storage business. D5
issued a loan note (“LN3”) in December 2021 with fixed interest
at 3% per annum to the Group and would mature after two years
from the date of issue. The interest income recognised of the
Group from LN3 for the year ended 31 December 2021 was
approximately HK$3,000. According to the unaudited financial
statements as at 30 June 2021 of D5, the unaudited net profit
for the period ended 30 June 2021 was approximately EURO0.4
million. The Board considered that 3% of fixed interest income by
holding LN3 is in the interest of the Group to obtain stable interest
income and can diversify the investment portfolio of the Group and
to enter into European market.

Perfect Path is a private entity incorporated in Anguilla, which
principally engaged in gold mining business. The Group held 20%
of equity interest of Perfect Path, despite the Group held 20%
of the voting power in Perfect Path, however, under contractual
arrangements the Group has no significant influence over Perfect
Path, another single shareholder control the composition of the
board of directors and have control over Perfect Path. Perfect
Path indirectly owns 9% interest in a gold mine in Thailand (the
“Gold Mine”). According to Perfect Path, all relevant application
documents for obtaining the Gold Mine licences and permits were
submitted to the relevant local government authorities in Thailand,
as the relevant application is still in process, Perfect Path still not
deployed their business and no income generated during the year
ended 31 December 2021. The net asset value of Perfect Path
as at 31 December 2021 was approximately HK$129.4 million.
Due to the COVID-19 pandemic has been raging in much of the
world since early 2020, including Thailand, after having taken into
account all relevant factors and vigilantly verified it with Perfect
Path, during the year ended 31 December 2021, the shareholders
of Perfect Path had reached the consensus, to proactively
approach potential buyer in realising the investment of the gold
mine development so benefited by the increasing of gold price
these years so that alternative investment opportunities can be
identified to reduce investment risk due to uncertainties.

EEEBNWmR DM

D5 Investments B.V.([D5]) & — & 7 {5 B Ak 32
MILEER FERSFRERES DR = —
TZARASERTERER([ERREEI]) @ 1&E
EFMEI%AEMNE - WKBEHTHHEMFR D
B AEERBE T -_—F+_F=+—HBItF
EEEREEIERNFEUWAL A3,00078 T - BIF
DSR=—ZE-—FRAA=ZTHNAREEZYHERE
HE-Z-_—FXXAZTAHLHHEOREEZFH
HHROAEER T ESCRABEFBEREE
SMFIEAEINHETEFERATELAEENFZE -+ A
ESEREMBRANAIFAEBRKEEELAEGZ LI
EABMTE -

Perfect Paths —B R ENFZMA IO E
ER FENETSBARED - XEBF BPerfect
Path#)20%% #& - & & 7 & B £ B Perfect Path 20%
REE  BRESOLTEEASE B HPerfect Pathil &
BEAFEN BHEEBE—BRREENETER Y
Perfect Path# A = $Il#£ - Perfect Pathi® ZE — & &
B([£E]) BEEEI%MER - HPerfect Pathfg -
ESSBERBLTIUENMEHBHRBEXHHEIER
RERBEMBEBL S BFIHMN  AREBERBEER
ME#EITH - Perfect PathR B ZE T =_—F+ =1
S+ BLEFENABBEEY  TEELETMHK
A ¢ Perfect PathR —ZE - —F+-_F=+—HHE
EFENA1294FEE T - ARCOVID-19&Z 1B 8 =
TTFYIUR—EREERZHE (BEREH) -
&= E A EREEZY BPerfect PathEEZ B 1% -
REE-_Z-_—F+-_A=Z+—HLFE ' Perfect
Patht IR R EER E#H  BEEBBEE A NUER
MUEFRIZNEBCERLRNSERBRE - U
BREADCEARERS BRI THRETEZERD
WERRK -

Annual Report 2021F 3



MANAGEMENT DISCUSSION AND ANALYSIS
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Tencent is a company incorporated in the Cayman Islands
(stock code: 700). Tencent is principally engaged in the
provision of value-added services, financial technology and
business services and online advertising services. Based on
the latest published quarterly report for the nine months ended
30 September 2021 of Tencent, the net profit for the period was
approximately RMB132,105 million comparing with the net profit
for the same period last year was approximately RMB100,756
million. The increase of net profit of Tencent was mainly due
to the increase in revenue and other gains. The net asset
value of Tencent as at 30 September 2021 was approximately
RMB931,376 million. Net dividend (after expenses) approximately
HK$3,800 was received from Tencent during the year ended
31 December 2021 (31 December 2020: HK$1,600). The Board
believed the leading position of Tencent in the market can make
them to enjoy the prosperity of internet industry, the Group treats
the investment in Tencent as the long term.

Winchester is a company incorporated in the US (OTC Pink:
WCHS) which is listing on OTC market in the US. Winchester is
an exclusive seller in Hong Kong and Macau for Fiat Professional
vehicle. Based on the latest unaudited financial statements
for the year ended 31 December 2021, the net loss was
approximately US$10.5 million. The net liabilities of Winchester
as at 31 December 2021 was approximately US$0.2 million. No
dividend was received from Winchester during the year ended 31
December 2021 (31 December 2020: nil). Fiat Professional is an
international famous car brand and it has been awarded numerous
international prizes by panels of trade journalists. The Board
believed Winchester obtaining the exclusive seller right of Fiat
Professional is a catalyst of Winchester. The Group would hold
the investment in Winchester and closely monitor its performance
and may adjust the portfolio of Winchester from time to time.

COCOON HOLDINGS LIMITED #EXSZBRAERAT
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MANAGEMENT DISCUSSION AND ANALYSIS

RHCO is a company incorporated in the US (OTC Pink:
RHCO) which is listing on OTC market in the US. RHCO is a
venture capital corporation which is active in the Fintech, Online
Payment and E-commerce industries. RHCO has growth engines
which are projected to have significant growth on the revenue in
coming years as the business becomes mature. Based on the
latest unaudited financial statements for the three months ended
30 September 2021, the net loss was approximately US$0.2
million. The net asset value of RHCO as at 30 September 2021
was approximately US$16.7 million. No dividend was received
from RHCO during the Reporting Period (2020: n/a). The Board
expects RHCO has growth engines making positive to its financial
performance. The Group would closely monitor its performance
and may adjust the portfolio of RHCO timely.

China Mobile is a company incorporated in Hong Kong
(stock code: 941). China Mobile is principally engaged in
telecommunications services provider in the PRC and Hong Kong.
Based on the latest published quarter report for the nine months
ended 30 September 2021 of China Mobile, the operating revenue
for the period was approximately RMB648.6 billion and the profit
attributable to equity shareholders for the period was RMB87.2
billion. Net dividend (after expenses) approximately HK$145,000
was received from China Mobile during the Reporting Period
(2020: n/a). The Board believed the leading position of China
Mobile in the market can make them to enjoy the prosperity of
launching 5G, the Group treats the investment in China Mobile as
long term and closely monitor its performance and may adjust the
portfolio of China Mobile timely.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Listed Equity Investment — Semiconductor Manufacturing
International Corporation (“SMIC”)

SMIC is a company incorporated in the Cayman Islands
(stock code: 981). SMIC is principally engaged in the different
business activities, such as the computer-aided design, sales and
marketing, technical research and development, manufacturing,
testing, packaging and trading of integrated circuits and other
services, as well as designing and manufacturing semiconductor
masks, respectively. Based on the latest published interim report
for the six months ended 30 June 2021 of SMIC, the revenue for
the period was approximately USD2,447 million, the profit for the
period was USD824 million. No dividend was received from SMIC
during the Reporting Period (2020: n/a). The Board believed the
leading position of SMIC in the market can make them to enjoy the
growth of customer demand, the Group would hold the investment
in SMIC and closely monitor its performance and may adjust the
portfolio of SMIC from time to time.

Listed Equity Investment — On Real International Holdings
Limited (“On Real”)

On Real is a company incorporated in the Cayman Islands
(stock code: 8245). On Real is a two-way radio product designer
and manufacturer established in 2001. On Real derived
revenue principally from designing, manufacturing and selling
two-way radios and baby monitor products on original design
manufacturing basis. Based on the latest published quarterly
report for the nine months ended 31 December 2021 of On Real,
the net loss for the nine months ended 31 December 2021 was
approximately HK$34.0 million comparing with the net loss of
approximately HK$19.4 million for the nine months ended 31
December 2020, the net loss increase primarily due to the gross
profit decreased. The net liabilities of On Real as at 31 December
2021 was approximately HK$2.5 million. No dividend was received
by the Group during the year ended 31 December 2021 (2020:
Nil). The Group would hold the investment in On Real to earn
the capital appreciation and the Group will closely monitor the
performance of On Real in the future.
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MANAGEMENT DISCUSSION AND ANALYSIS

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2021, the Group employed a total of 3 full-
time employees, including the executive Directors. Employees’
remuneration are fixed and determined with reference to the
market remuneration.

The remuneration policy of the Company for non-executive
Directors is to ensure that they are sufficiently compensated
for their efforts and time dedicated to the Company and that
for the employees, including the executive Directors and senior
management, is to ensure that the remuneration offered is
appropriate for the duties and in line with market practice.
The remuneration policy is to ensure that the pay levels are
competitive and effective in attracting, retaining and motivating
employees. No Director, or any of his associates, or executive is
involved in deciding his own remuneration.

The key components of the Company’s remuneration package
include basic salary plus other allowances, discretionary cash
bonus and mandatory provident fund. As a long-term incentive
plan and with the aim at motivating employees in the continued
pursuit of the Company’s goal and objectives.

EXPOSURES TO FLUCTUATIONS IN EXCHANGE
RATES AND RELATED HEDGES
The Group has no significant exposures to fluctuations

in foreign exchange rates and, therefore, did not employ any
financial instruments to hedge such exposures.

CONTINGENT LIABILITIES

As at 31 December 2021, the Group had no significant
contingent liabilities.

PLEDGE OF ASSETS

As at 31 December 2021, the Group’s trading securities of
carrying amount of approximately HK$1.2 million (2020: HK$3.0
million) were pledged to a securities broker to secure margin loan
borrowed by the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS
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MAJOR ACQUISITIONS AND DISPOSALS

The Group did not have any major acquisitions and disposals
of subsidiaries, associates and joint ventures during the year
ended 31 December 2021.

FUTURE PLANS FOR MATERIAL INVESTMENTS
OR CAPITAL ASSETS

Save as disclosed in this report, the Group did not have other
plan for material investments or acquisition of material capital
assets as at 31 December 2021.

CAPITAL COMMITMENTS

The Company have no capital commitments as at 31
December 2021 (31 December 2020: nil).

COCOON HOLDINGS LIMITED #EXS#ZBRERAT
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

BACKGROUND

The principal activities of Cocoon Holdings Limited (the
“Company”) and its subsidiaries (collectively referred to as the
“Group”) are investments in securities listed on recognised
stock exchanges and unlisted investments with the potential
for earnings growth and capital appreciation. The Group mainly
invests in Hong Kong and the US-listed companies and unlisted
companies including but not limited to the internet of things and
the internet services industry; the high-tech industry; life sciences
industry; medical; healthcare; pharmaceutical; banking and
finance sector; and energy industry.

This Environmental, Social and Governance (“ESG”) report
(the “ESG Report”) sets out the Group’s actions and performance
on sustainability issues in a transparent and open manner with
the intention of increasing stakeholders’ confidence in and
understanding of the Group.

REPORTING BOUNDARY

The ESG Report covers the environmental and social
performance of the core business of the Group in Hong Kong.
Unless otherwise stated, the ESG Report covers specific ESG
policies and performance from 1 January 2021 to 31 December
2021 (the “Year”) and is consistent with this annual report.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RE  HERERBE

REPORTING FRAMEWORK

The ESG Report has been prepared in accordance with
the Environmental, Social and Governance Reporting Guide
(“ESG Reporting Guide”) as set out in Appendix 27 to the Rules
Governing the Listing of Securities (the “Listing Rules”) on Main
Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

During the preparation for this ESG Report, the Group has
applied the reporting principles stipulated in the ESG Reporting
Guide as the following:

*  “Materiality” — The materiality assessment detailed
under the section headed “Stakeholder Engagement and
Materiality Assessment” has ensured the ESG Report
addresses the most material ESG topics pertaining to our
businesses.

*  “Quantitative” — Supplementary notes are added along
with quantitative data disclosed in the ESG Report
to explain any standards, methodologies, and source
of conversion factors used during the calculation of
emissions and energy consumption.

*  “Consistency” — The preparation approach of this ESG
Report was substantially consistent with the previous
year, and explanations were provided regarding data
with changes in the scope of disclosure and calculation
methodologies.

Information relating to the Group’s corporate governance
practices can be found in the Corporate Governance Report on
pages 49 to 70 of this annual report.

THE GROUP’S SUSTAINABILITY MISSION AND
VISION
Mission

The Group is focusing to unlock the value of emerging
companies in China, Hong Kong, and overseas by directly
investing in emerging private and listed companies in China, Hong
Kong, and overseas, with the emphasis on those high-growth
companies focusing on domestic market.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Vision on ESG

Sound corporate governance attracts investment, protects
the rights of shareholders and stakeholders, and enhances
shareholders’ value. The Group is committed to accounting for
its shareholders with a highly transparent and open attitude. The
Group also holds a high standard in business ethics and invests in
sustainable businesses. The Group is committed to improving the
quality of the communities and the environment, whilst providing
long-term returns to its stakeholders.

ESG MANAGEMENT STRATEGIES

The Board is responsible for delegating the Group’s
management to timely discuss environmental, social, and
governance issues and review the governance codes to enable
the Group to keep abreast of and comply with the latest regulatory
requirements prior to the approval of this ESG Report. This
system monitors the management to design, implement and
continuously monitor risk management and internal control
systems and to assure the suitability and effectiveness of the
relevant systems and to assure timely implementation of the
Group’s sustainable development measures, the accuracy and
reliability of the data presented. To better manage the Group’s
ESG performance and identify potential risks, the Group’s
management conducts regular materiality assessment to evaluate
and prioritise material ESG-related issues with reference to the
opinions of our stakeholders. By setting ESG-related goals and
targets to minimise the environmental impacts from the Group’s
operation, the Group reaffirms its commitment in embedding
sustainability into the business operation and fulfilling its
corporate responsibility.

STAKEHOLDER ENGAGEMENT AND
MATERIALITY ASSESSMENT

The Group attaches great importance to multi-channel
interaction with the stakeholders. The Group respects employee
diversity and develops a competitive compensation system and
prospective career path and training for employees. The Group
is committed to making proactive efforts to continuously interact
with key stakeholder groups, which comprise its Stock Exchange,
government and regulatory bodies, customers, employees,
investors, shareholders, service providers, and the community.
The Group maintains active engagement with its stakeholders
and collects their feedback through various communication
channels to understand and address their concerns. The Group
will increase stakeholders’ engagement via general meetings,
corporate websites, and constructive dialogue, with a view to
driving long-term prosperity.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RE  HEREREBE

The Group believes that well ESG performance is important
to the Group’s sustainable business development and community.
The Group is committed to protecting and improving the
ecological environment and social factors and minimising the
impact of its activities on the environment. Throughout the
stakeholder engagement exercise, the Group’s management
has assisted the Board to review its operations, identify key
ESG issues and assess the importance of these issues to
its businesses and stakeholders. It is the Group’s policy to
promote the green operation, thereby gradually achieving
the coordinated development of the Group, the environment,
and the society. All identified material ESG issues, including
environmental protection, employment and labor practices,
product responsibility, and community investment, have been
disclosed in the ESG Report. The Group will keep creating value
for stakeholders and supporting charities and environmental
protection.

The table underneath showed aspects on the ESG Reporting

Guide (“ESG Guide”) of the Stock Exchange to be assessed and
those ESG issues were determined to be material to the Group.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

CONTACT US

The Group welcomes stakeholders’ feedback on the
approach and performance of ESG via the email address of
cs@cocoon.holdings.

A. ENVIRONMENTAL
A1.Emissions

The Group considers environmental protection an essential
component of sustainable and responsible business. The Group
strives to reduce negative impacts on the environment and to seek
environmental-friendly methods of operation in daily activities
and by holistic management approaches, substantial resources
invested in emissions control, responsible use of energy and
waste management, and supporting consumers’ efforts to mitigate
the environmental burden. The type of emission sources that the
Group involved during the Year was mainly electricity and paper.
The Group’s business did not involve in production-related air,
water, and land pollutions which are regulated under national laws
and regulations. There were no significant water consumption and
packaging materials involved in the Group’s business operation.

During the Year, the Group was not aware of any material
non-compliance with laws and regulations relating to air and
greenhouse gas (“GHG”) emissions, discharges into water and
land, and the generation of hazardous and non-hazardous waste
that would have a significant impact on the Group, including but
are not limited to the Air Pollution Control Ordinance and the
Waste Disposal Ordinance.

Air Emissions

Since the Company did not have either town fuel and town
gas consumption or emission of motor vehicle during the Year.
Therefore no emissions data was applied.

GHG Emissions

The consumption of electricity at the office is the major source
of GHG emissions of the Group. To reduce the carbon footprint
at the office, the Group is endeavoring to increase investment in
energy-efficient equipment and monitor the energy usage monthly.
Moreover, the Group encourages employees to switch off all
computers and office equipment, electrical and air-conditioner
at the end of each working day. As the Group does not own or
operate any machinery including vehicles that consume fossil fuel
such as petrol and diesel, no significant direct GHG emissions
(Scope 1) are involved.
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RE  HERERBE

During the Year, the Group set a target of reducing the total
GHG emissions intensity (tCO_e/million revenue) by 5% in the

next 3 years compared to the Year.

Summary of GHG emissions performances:

RASE ARERERE ARK=TLZRR
BENEE - AILHER HERA)BRASE
5% °

BERBHRREME

Indicator! g Unit? 2021 2020
B {y2 —E-—F —E-EF
Scope 1 — Direct GHG emissions HE1 - ERRERBHEK tCOe
W_EltixEge N/A 38 N/A 7 i F
Scope 2 — Indirect GHG emissions EE2 — AEAEREHEN
+ Purchased electricity s EWEN tCO,e
M_EtREE 5.81 3.44
Scope 3 — Other indirect GHG EE3 - HmARAEAE
emissions HER
+ Paper waste disposed at landfills o NWIRIEE LR E KRR tCOe
i3 WM_Sikgs 1.55 8.62
Total GHG emissions BERBIERAE tCOe
WM-E{tmEE 7.36 12.06
Intensity BE tCO, e/million revenue?
(HKS)
W_EtHEE BEKRA:
(B7m) 0.42 0.91
Notes: B

1. GHG emissions data is presented in terms of carbon diox

ide 1. RERBHERBEBEA_ELCLHREERY  XER(ED

equivalent and is based on, but not limited to, “The Greenhouse Gas
Protocol: A Corporate Accounting and Reporting Standards” issued
by the World Resources Institute and the World Business Council
for Sustainable Development, “How to prepare an ESG report —
Appendix 2: Reporting Guidance on Environmental KPIs” issued by
the Stock Exchange, the Sustainability Report 2020 issued by Hong
Kong Electric.

tCO,e is defined as tonnes of carbon dioxide equivalent.
During the Year, the Group recorded a revenue and gross proceed

of approximately HK$17,325,000 (2020: HK$13,231,000). The data is
also used for calculating other intensity data.
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Sewage Discharge

Due to the Group’s business nature, the sewage discharge
into land is insignificant. Similarly, there was no significant and
unreasonable amount of sewage water discharged; used water
was discharged to the municipal sewage network to the regional
water treatment plant.

Waste Management

The Group does not generated hazardous waste in its
operation. Non-hazardous waste generated by the Group’s
operation was mainly office paper but the Group’s management
believed that the impact of non-hazardous waste arose from the
waste paper is insignificant.

Office Paper

The Group practices paper-saving initiatives, such as
encouraging employees to use duplex printing for internal
documents and adopt environmental-friendly photocopier. The
Group strives to tackle the paper wastage problems in offices
by establishing a paperless office. Hence, the Group advocates
electronic storage and communication, such as receiving fax by
email instead of printing and delivering reports to shareholders in
electronic copies.

Apart from reducing paper waste at the source, paper
recycling also contributes to conserving resources such as
forests, energy, and water. To efficiently recycle used paper,
waste segregation and collection are particularly important. The
Group provides ample facilities and procedures for the paper
waste collection so as to enhance recycling efficiency.

During the Year, the Group set a target of reducing the total
non-hazardous wastes intensity (kg/million revenue) by 5% in the
next 3 years compared to the Year.

RE  #HERERRE
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MREE(TR/BBRANBRERFER 5% -

Summary of major non-hazardous waste discharge BEBREMHERKRERE -
performance:
Categories of waste BEYNESE Unit 2021 2020
B —EZ—F —EZEF
Office paper WAERK kg T 322.12 N/A 7~ i@ A
Total non-hazardous waste BEREYHEE kg % 322.12 N/A FEA
Intensity RE kg/million revenue (HK$)
TR/ BBRACER) 18.59 N/A T8
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RE  HEREREBE

A2.Use of Resources

The Group recognises its responsibility to take the initiative
in efficiently utilising finite resources and carry out its corporate
social responsibility to introduce additional eco-friendly
approaches to enhance the Group’s sustainability performance.

Energy Management

The Group is committed to pursuing green office practices
through energy-saving measures and manages the use of
resources to ensure they are resource-efficient in a sustainable
manner.

Due to the nature of the office’s operations and business, the
major energy consumed by the Group has purchased electricity
for office operation. To prevent the excessive consumption of
electricity, the companies regulate air conditioners to maintain
optimal temperature and conduct regular inspections to turn off
unused electrical appliances to lower energy consumption.

During the Year, the Group set a target of reducing the total
energy consumption intensity (kWh/million revenue) by 5% in the
next 3 years compared to the Year.

A2.EREH
AEBFNEETEHEINBERERKET

TtEHEEMET  SIAE

CIRE

ZREFENRFTAEED
FRRR -

AEERNNBRBHEERERGENNEER
WEBEREH UBRAENTHENTFARSE
IRAE

=2 ‘\$%@W¥ﬂ$QE%L&FfﬂE¥W : $‘§@5‘ﬁ
RNIELERATENRLQ c RERIBEME

ET1F?%T£5HL1‘J§J§JEDLM%T%EE§ :I:/mlr_ ILTTEHﬁ
BB EFERPMERLE  UBREENERE -

RAFE  AEERERER  KR=FERHER
REE(TREE /BBRANBRKRFER 5% -

Summary of energy consumption performance: ERBEREREME
Types of energy REREE Unit 2021 2020
B —EZ—F —E-FHF
Direct Energy Consumption BEERRER kWh T & B — —
Indirect Energy Consumption M # 8L R #

« Electricity e & kWh F EL 8,179.00 4,300.00
Total Energy Consumption RERHEAE kWh ¥ Fi B 8,179.00 4,300.00
Total Energy Consumption RRHEEEAZE kWh/million revenue

Intensity (HK$)

TER BBRA(ERT) 472.09 324,99

Water Management

Although the water consumption of the Group is limited to
basic cleaning and employees’ daily consumption in the office, the
Group still promotes behavioral changes in the office and takes
regular inspection to prevent water leakage. Pantry and toilets
are posted with environmental messages to remind employees of
water conservation. Moreover, the Group requires employees to
turn off the tap when not in use and report the leaking faucet or
pipe to the relevant authority in a timely manner.

COCOON HOLDINGS LIMITED #EXSZBRAERAT
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As the water supply and drainage facilities of our offices are
managed by the property management company, the Group was
unable to access water consumption records during the Year. Due
to the business nature and operating locations, the Group does
not encounter any significant issues in sourcing water that is fit for
purpose.

Use of Packaging Material

Due to the business nature, the Group does not consume a
significant amount of product packaging materials as the Group
does not have any industrial productions nor any manufacturing
facilities.

A3.The Environment and Natural Resources

The Group is committed to minimising negative environmental
impacts occasioned by the Group’s business operations. The
business activities of the Group do not significantly impact the
environment and natural resources. However, the Group does
continue to be vigilant to the potential environmental impacts
arising from its business operations and keep improving and
executing the measures above-mentioned.

Working Environment

The Group is committed to providing employees with a
comfortable and green working environment by maintaining good
air quality and ventilation to reduce air-conditioning. The air
pollution is mainly produced by photocopiers, stale air drawn in
from outside through poorly located fresh air inlets, and bacteria
that enter the office. In order to improve the indoor air quality, a
range of air pollution emission measures have been implemented
by the Group:

* Ensure air inlets are away from any source of pollutants
and sufficient ventilation systems;

* Clean all air-conditioning system regularly (e.g. air inlets,
air outlets, and filters); and

+ Perform regular maintenance on carpet and furniture
upholstery.

RE  HEREREBE
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RE  HEREREBE

A4.Climate Change
Climate Change Mitigation and Adaptation

The Group recognises the importance of the identification and
mitigation of significant climate-related issues, therefore closely
monitors the potential impact of climate change on our business
and operations. In accordance with the reporting framework
developed by the Task Force on Climate-related Financial
Disclosures, there are two major categories of climate-related
risks, physical and transition risks. The Group has established
Risk Management Policy in identifying and mitigating climate-
related risks.

Physical Risks

The increased frequency and severity of extreme weather
events such as typhoons, storms, heavy rains, and extreme cold
or heat bring acute and chronic physical risks to the Group’s
business. The Group’s capacity and productivity will be lowered
under extreme weather events as the safety of our employees are
threatened and the operational sites might be damaged, which
exposes the Group to risks associated with non-performance and
delayed performance, leading to a direct negative impact on the
Group’s revenue.

To minimise the potential risks and hazards, the Group
has established mitigation plans, including flexible working
arrangements and precautionary measures during bad or extreme
weather conditions such as typhoons and black rainstorms.
The Group will explore emergency plans to further reduce the
vulnerability of our installations to extreme weather events in
order to enhance business stability.

Transition Risks

To achieve the global vision on carbon neutrality, the Group
expects evolution of the regulatory, technological, and market
landscape due to climate change, including the tightening
of national policies and listing rules and the emergence of
environmentally related taxes. Stricter environmental laws and
regulations may expose enterprises to higher risks of claims and
lawsuits, which might incur additional compliance costs and affect
the reputation of the Group.

COCOON HOLDINGS LIMITED #EXSZBRAERAT
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In response to the policy and legal risks as well as the
reputation risks, the Group constantly monitors any changes in
laws or regulations and global trends on climate change to avoid
cost increments, non-compliance fines, or reputational risks due
to delayed response. In addition, the Group has been taking
comprehensive environmental protection measures, including
GHG reduction measures, has set targets to gradually reduce the
Group’s energy consumption and GHG emissions in the future.

B. SOCIAL
B1.Employment

The Group offers competitive remuneration, promotional
opportunity, compensation, and benefits packages to attract
and retain talents. The Group possesses a Remuneration
Committee, which regularly reviews its remuneration policy. The
Remuneration Committee ensures packages offered by the Group
are appealing to employees and in line with the market trend.

During the Year, the Group was not aware of any material
non-compliance with employment-related laws and regulations
that would have a significant impact on the Group, including but
not limited to the Employment Ordinance, the Minimum Wage
Ordinance, the Employees’ Compensation Ordinance, the Sex
Discrimination Ordinance, and the Disability Discrimination
Ordinance of Hong Kong.

As at 31 December 2021, the Group had a total number of 3
employees, all of which were full-time staff in Hong Kong. Total
workforce by gender and age group is as follows:

Total number of employees EEHE
Gender % Bl
Male 5
Female z

Age Group FEeAR
Below 31 years old MBI
31-45 years old 31545735
Above 45 years old 4535 BA £
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During the Year, the Group recorded a turnover rate of
approximately 33.33% in Hong Kong. The table below shows the
employee turnover rate by gender, age group:

Gender % Bl
Male 5
Female z

Age Group FEeAaR
Below 31 years old 31T
31-45 years old 3154573
Above 45 years old 4535 UA £

RAFEE AEBHBEBEIREEXY
33.33% c NEREIIZIER C FEARE D HEE R
gk

2021 2020
—E-—F —E-TF
Turnover rate Turnover rate
(%) (%)

TR E (%) K E (%)
100.00% 33.33%
50.00% 33.33%

Talent Attraction and Retention

The Group’s employees are recruited via a robust,
transparent, and fair recruitment process based solely on their
experience and expertise and without regard to their age,
ethnicity, origin, gender identity, marital status, sexual orientation,
and religion. Employees are assessed by their ability and potential
to fulfill the Group’s current and future needs. All employees
responsible for the recruitment process will periodically review the
selection criteria to ensure that existing policies remain relevant
and that the policies do not unlawfully discriminate. Recruitment
interviews will also be carried out by more than one person where
possible.

Promotion and advancement will be made based on merits
and in line with the Recruitment and Selection Policy that is
formally documented in the Employee Handbook. The Group will
conduct an annual performance and salary review to determine
any salary adjustments and/or promotion opportunities. Written
and verbal performance evaluations will be given to all employees
at least once a year, such evaluations are intended to give
recognition to the hard work of the employees and provide any
comments for improvement. Unreasonable dismissal under any
circumstances is prohibited. A detailed list of major offenses
regarded as just reasons for immediate dismissal can be found in
the Employee Handbook.
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The Group’s basis for remuneration is job-related skills,
qualifications, and performances. Employees are entitled to
discretionary cash bonuses and mandatory provident funds.
Additional fringe benefits include office insurance, employee
compensation insurance, directors’ and officers’ liability
insurance. Various types of paid leave are also offered on
top of statutory requirements including annual leave, sick
leave, maternity leave, paternity leave, compensation leave,
compassionate leave, and wedding leave. Employees working
overtime are entitled to overtime allowance and compensation by
time off. The Group may also at its sole discretion, grant share
options to employees as a long-term incentive aiming to motivate
employees to pursue Group’s goal and objectives. Employees
including Directors can subscribe to share of the Company based
on their performance and contribution to the Group.

Equal opportunities are given to employees in respect of
recruitment, training and development, job advancement, and
compensation and benefits. The employees are not discriminated
against or deprived of such opportunities on the basis of gender,
ethnic background, religion, race, sexual orientation, age, marital
status, family status, retirement, disability, pregnancy, or any
other discrimination prohibited by applicable law. The Group also
appreciates the importance of cultural diversity in the development
of the Group and employs employees of a wide range of ages,
genders, and ethnicities. In particular, the Group adopted a Board
Diversity function under which the Board composition includes
members with different skills, industry knowledge, and experience,
education, background and other qualities without discrimination.

The Group will continue to provide a well-structured and
caring environment to its employees to raise their sense of
belonging and work efficiency at the Group.
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B HEREARE

B2.Health and Safety

Employee safety and health are always the Group’s highest
priority. With this in mind, the Group strives to ensure a safe
working environment to minimise workplace accidents. Even
though the Group, as an investment holding company, is tied with
lower safety risk in daily operations, the Group regularly provides
notices to remind employees on health and safety measures at
work, such be guidelines on using electronic appliances. The
Group is committed to providing a safe working environment by
implementing the following key measures:

* Providing and maintaining in all workplaces under the
Group’s control a working environment that is safe and
poses no threat to health;

» Carrying out inspection for any unsafe condition and fix it
immediately; and

* Smoking is prohibited in all enclosed areas within the
offices, without exception.

Preventative Measures on COVID-19

The COVID-19 pandemic crisis has been putting pressure
on the Group and its employees during the Year. As part of the
COVID-19 countermeasures and to prevent the spread of the
virus, the Group has implemented stringent infection preventive
measures to protect its employees. The Group’s closely
monitored the health of its employees every day by checking
their body temperature, providing sufficient surgical masks and
alcohol-based hand rubs in the office. The Group also required
its employees to consider using other methods such as online
video meeting software for interviews or meetings. Employees
are advised to wear masks and avoid physical contact (such
as shaking hands, hugging) and crowded places when they are
required to meet people or work outside in their local community.

During the Year, the Group was not aware of any material
non-compliance with health and safety-related laws and
regulations that would have a significant impact on the Group
including but not limited to the Occupational Safety and Health
Ordinance and the Employees’ Compensation Ordinance of Hong
Kong.
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Occupational health and safety data of the Group is as
follows:

HIEBEET
ATEMmMBENITIERR

Work-related fatalities
Lost days due to work injury

RE  HEREREBE
AREBERBERERHENT -

2021 2020 2019
—B=-—F —ETF —E-hnF

B3.Development and Training

The package offered by the Group in relation to development
and training includes training covering topics of business
operations, policy, and procedures of the Group, statutory and
regulatory obligations of being a director. Ongoing training,
briefings, and seminars would also be provided to staff after the
induction to refresh their professional knowledge and skills.

In addition to the above, the Group also encourages and
supports employees’ personal development through attending
external training and special early leave would be granted for
training purposes. Thus, various types of suitable seminars or
training courses will be recommended to employees via email
and they can choose either to register personally or through the
Company.

The Group also provides communication channels to its
employees. Notices, emails, team briefings serve as the major
channels of communication among the management and frontline
staff. Performance appraisals and annual surveys also provided
platforms for the management and frontline staff to evaluate their
performances and voice out their expectations to the Group’s
future development.

During the Year, the Group has achieved an 100% training
rate overall and a total training hour of 50 hours. The table below
shows the employee training data by gender and employee
category:

Gender 1% Bl
Male 5
Female Z
Employee Category EEEA

Senior management BAREEAB
Middle level &

B3. % & & & dl
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% °

RAFEE FTEBEREE
HI B BUE S0/ o TR IR M B &

BIE N E100% - B
& BRI & 2

B 1 B 5 Il B -
Percentage Average
of employees training hours
trained (hours)
ZiEE FHIRIEEH
Bt (/NEE)
66.67% 17.50
33.33% 15.00
100% 16.67
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B HEREARE

B4.Labour Standards
Prevention of Child and Forced Labour

The Group prohibits the recruitment of children and forced
labour as prescribed by laws and regulations. The Group lists
specific requirements on the advertisement to hire the most
suitable candidate. All resumes, original identification cards,
original certificates should be first checked by the interviewer
during the interview. The Group may contact the candidate’s
preceded employer for a reference.

The Group has no tolerance for the use of forced labour or
child labour in its business operations. The Group enters into
employment contracts with each of its employees in accordance
with the relevant laws and regulations. If the use of forced
labour or child labour is discovered, the Group will terminate the
employment contract and investigate if further action is needed.

During the Year, the Group was not aware of any material
non-compliance with child and forced labour-related laws
and regulations, that would have a significant impact on the
Group including but not limited to the Employment of Children
Regulations and the Employment Ordinance of Hong Kong.

B5. Supply Chain Management

The Group recognises the importance of sound supply chain
management practices in mitigating environmental and social
risks. The Group’s suppliers mainly comprise those providing
general office supplies, such as water, paper, and stationery.

The Group has set out a standardised supplier selection
approach that generally selects suppliers based on their scale
of business and reputation. Its suppliers should comply with all
relevant local and national laws and regulations in relation to
unethical behaviour, bribery, corruption, and other prohibited
business practices. The Group expects the suppliers to implement
good employment measures by dealing with their employees
fairly and reasonably, respecting employees’ rights, and
providing employees with an environment free of discrimination,
child labour, and forced labour. The suppliers also need to
adhere to transparent business processes and high standards
of conduct which they have to avoid conflicts of interest and
prohibit corruption and bribery. Prior to making any procurement
decisions, the Group will conduct due diligence and assessments
on suppliers to avoid environmental and social risks. When
selecting a supplier, the Group strictly complies with the policy on
obtaining quotations from more than one supplier for procurement
of all equipment and products. Our procurement procedures have
been applied to all our major suppliers.
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The Group has been closely working with our suppliers to
strengthen our sustainability portfolio and minimise social and
environmental risks throughout the supply chain and is committed
to promoting sustainable and responsible operational standards.
In this regard, the Group formulated a series of sustainable
procurement policies. The Group prefers local suppliers whenever
possible to reduce carbon emissions from transportation and to
support the local economy. During the Year, no major suppliers
were engaged by the Group.

As an investment company listed on the main board of the
Stock Exchange under Chapter 21 of the Listing Rules, the
principal activity of the Company is investment holding and the
Group is principally engaged in investments in securities listed
on recognised stock exchanges and unlisted investments with
potential for earning growth and capital appreciation. Therefore,
issues on product responsibility including health and safety,
advertising, labelling relating to products and customer services
are not applicable to the Group.

During the Year, the Group was not aware of any material
non-compliance with laws and regulations that would have
a significant impact on the Group, including but not limited
to the Trade Descriptions Ordinance and the Personal Data
(Privacy) Ordinance of Hong Kong, concerning health and safety,
advertising, labeling and privacy matters relating to products and
services and methods of redress.

As stated in the Group’s Employee Manual, insider information
is prohibited to disclose to a third party, and so consumer data and
privacy matters relating to services are protected. Employees are
required to read the Employee Manual and follow it strictly. During
the Year, the Group did not receive any products-or service-related
complaints.

The Group protects its intellectual property rights by registration
of domain names in Hong Kong. Such domain name is renewed
upon its expiration. The Group understands and complies with the
intellectual property (“IP”) rights regulations.
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RE  HEREREBE

B7. Anti-corruption

The Group commits to managing all business without undue
influence and has regarded honesty, integrity, and fairness as its
core values. All Directors and employees are required to strictly
follow the Group’s policy to prevent potential bribery, extortion,
fraud, and money laundering. Employees are regularly reminded
about anti-corruption policies through memos. Both Directors and
employees are trained under the anti-corruption program provided
by CPAS in order to further strengthen their work ethics and
awareness on anti-corruption matter.

During the Year, the Group was not aware of any material
non-compliance with the relevant laws and regulations of bribery,
extortion, fraud, and money laundering. The relevant laws and
regulations include, but are not limited to the Prevention of Bribery
Ordinance (Cap. 201, Laws of Hong Kong). During the Year, there
are no legal cases regarding corrupt practices brought against the
Group or its employees.

Whistle-blowing Mechanism

The Group believes in an open-door policy with regards to
problem-solving. Whistle-blowing procedures on misconduct and
malpractice (including corruption) are established in the Group’s
policy. When the suspicious case is received, the Group would
undergo investigation procedures with secured protection on
complainants confidentially.

B8. Community Investment

To maintain a high standard of corporate governance,
the Group acknowledged the importance of enhancing its
transparency to the community. As the Group endeavours
to inspire a sense of social responsibility within its corporate
structure, the Group has established guidelines on community
engagement, focusing on contributing to society’s needs.
Employees are encouraged to participate in the Group’s charitable
activities; associated costs will be borne by the Group. The
Board also conducts a periodic review on its effort in community
engagement and believes its existing effort is satisfactory.

Due to the COVID-19 pandemic, the Group temporarily

postponed organising mass gatherings or community visits in
support of social distancing guidelines in the Year.
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The Directors submit their report together with the audited
consolidated financial statements of the Group for the year ended
31 December 2021.

The principal activities of the Company and its subsidiaries
during the Reporting Period are investments in securities listed
on recognised stock exchanges and unlisted investments
with a potential for earnings growth and capital appreciation.
The activities of the subsidiaries are set out in note 36 to the
consolidated financial statements.

The Group’s revenue for the Reporting Period comprised
dividend income, interest earned from bank deposits and loans
and receivables.

Trading of trading securities is also a principal activity of the
Group, the figures of the gross proceeds from disposals of trading
securities are disclosed in the consolidated statement of Profit or
loss and other Comprehensive Income.

A fair review of the business of the Company and a discussion
and analysis of the Group’s performance during the Reporting
Period and the material factors underlying its results and
financial position are provided in the “Chairman’s Statement”
and “Management Discussion & Analysis” from pages 4 to 5 and
pages 6 to 16 of this annual report respectively. The outlook
of the Company’s business is discussed in the “Chairman
Statement” from pages 4 to 5 of this annual report. Description of
the principal risks and uncertainties facing the Company can be
found throughout this annual report particularly in note 6 to the
consolidated financial statements. Particulars of important events
affecting the Company that have occurred since the end of the
financial year 2021, can be found in note 37 to the consolidated
financial statements. Environmental policies and performance are
discussed in the “Environmental, Social and Governance Report”
from pages 17 to 34 of this annual report.
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COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

The Group’s investments are partially carried out by the
Company’s subsidiaries established in the British Virgin Islands
and Hong Kong while the Company itself was incorporated in the
Cayman Islands with limited liability and continued in Bermuda
with limited liability with its shares listed on the main board of the
Stock Exchange. Our establishment and operations accordingly
shall comply with relevant laws and regulations in the Bermuda,
the British Virgin Islands and Hong Kong.

During the year ended 31 December 2021 and up to the date
of this annual report, we have complied in material respects with
the relevant rules, laws and regulations in the Cayman Islands,
where applicable, and Bermuda, the British Virgin Islands and
Hong Kong that have a significant impact on the Group.

KEY RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

As the Group principally engages in investments in listed
and unlisted securities, no specific customers or suppliers will be
involved in the operation of business. The investee companies
and the investment manager are good working partners creating
value for the Group. The Group also values the knowledge and
skills of its employees, and continues to provide favourable career
development opportunities for its employees.

RESULTS AND APPROPRIATIONS

The results of the Group for the Reporting Period are set
out in the consolidated statement of profit or loss and other
comprehensive income on page 79.

The Directors do not recommend the payment of any dividend
for the year ended 31 December 2021 (2020: Nil).

RESERVES

Movements in the reserves of the Group and the Company
during the year are set out in the consolidated statement of
changes in equity on page 81 and note 32 to the consolidated
financial statements respectively.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment
of the Group and the Company are set out in note 18 to the
consolidated financial statements.
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SHARE CAPITAL

Details of the movements in share capital of the Company are
set out in note 30 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

No distributable reserve of the Company at 31 December
2021, according to the Companies Act of Bermuda.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the
Company’s bye-laws or applicable laws of Bermuda.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of
the Group for the last five financial years is set out on page 164.

PURCHASE, SALE OR REDEMPTION OF LISTED
SHARES

The Company did not redeem any of its listed shares
during the Reporting Period. Neither the Company nor any of its
subsidiaries has purchased or sold any of the Company’s listed
shares during the Reporting Period.

SHARE OPTION SCHEME

The Company does not have share option scheme.

EQUITY-LINKED AGREEMENTS

Save as the placing new shares under the heading “Placing of
New Shares”, no equity-linked agreements that will or may result
in the Company issuing shares or that require the Company to
enter into any agreements that will or may result in the Company
issues shares were entered into during the year or subsisted at
the end of the Reporting Period.
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DIRECTORS

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

Wu Ming Gai

Chan Carman Wing Yan

Chau Wai Hing (appointed on 23 April 2021)
Wong Chung Yan Sammy

William Keith Jacobsen

Chen Albert (resigned on 23 April 2021)
Chan Man Yi

Leung Yin Ting

Jiang Qian (resigned on 23 April 2021)
Wong Sze Lok (appointed on 23 April 2021)

Pursuant to the bye-laws of the Company (the “Bye-Laws”)
and with the recommendation of the nomination committee of
the Company, Mr. William Keith Jacobsen, Mr. Wong Chung
Yan Sammy and Ms. Chan Carman Wing Yan, being the longest
in office and determined by lot, shall retire by rotation at the
forthcoming annual general meeting of the Company.

Mr. William Keith Jacobsen and Mr. Wong Chung Yan Sammy
are non-executive Directors.

Ms. Chan Man Yi, Ms. Leung Yin Ting and Mr. Wong Sze Lok
are independent non-executive Directors.

The Company has received annual confirmation from each
of the independent non-executive Directors as regards their
independence of the Company and considers that each of the
independent non-executive Directors is independent of the
Company.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors who are proposed for re-election at the
forthcoming annual general meeting has a service contract with
any member of the Company which is not determinable within
one year without payment of compensation, other than statutory
compensation.
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DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Mr. Wu Ming Gai’s interest in contracts of significance in
relation to the Group’s business are set out in note 35 to the
consolidated financial statements.

Save as disclosed above, no transactions, arrangements or
other contracts of significance in relation to the Group’s business
to which the Company, or its subsidiaries was a party and in which
a director of the Company or his connected entities had a material
interest, whether directly or indirectly, subsisted at the end of the
Reporting Period or at any time during the Reporting Period.

PERMITTED INDEMNITY PROVISION

The Bye-Laws provides that every Director shall be indemnified
out of the assets of the Company against all liability incurred by
him as such director in defending any proceedings, whether civil or
criminal, in which judgment is given in his favour, or in which he is
acquitted.

The Company has taken out insurance against the liabilities
and costs associated with defending any proceedings which may
be brought against the Directors and officers of the Company and
its subsidiaries. Such insurance was in force during the Reporting
Period and remained in force as of the date of this annual report.
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Brief biographical details of Directors are set out below:

Mr. Wu Ming Gai, aged 46, joined the Company in July
2015. He was re-designated from a non-executive Director to an
executive Director effective from 1 March 2016 and appointed as
the chairman of the Board in February 2019. He is also a director
of each subsidiary of our Company. Mr. Wu is one of the directors
and responsible officers of Tiger Securities Asset Management
Company Limited (“Tiger Securities”) (as the investment manager
of the Company since 1 March 2016). Mr. Wu is currently licensed
under the Securities and Futures Commission (“SFC”) to carry
out Type 1 (dealing in securities), Type 4 (advising on securities)
and Type 9 (assets management) regulated activities accredited
to Tiger Securities. He has obtained the Honor Diploma of
Accounting from the Hong Kong Shue Yan University in July
1999. He has over 12 years of management experience in fund
accounting and asset management. He was the chief operating
officer of Tiger Securities from 2007 to 2012 responsible for the
overall operation of fund management. Since 2013, he has been
the director of the same company responsible for the general
management of regulated activities.

Ms. Chan Carman Wing Yan, aged 42, was appointed as an
executive Director, and the chairman and a member of investment
committee of the Company on 25 February 2019. She was
appointed as chief executive officer of the Company on 3 June
2019. She is one of the responsible officers of Bradbury Asset
Management (Hong Kong) Limited (“BAM”). Ms. Chan is currently
a licensed person to carry out type 9 (asset management)
regulated activities under the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong) (the “SFQO”). Ms. Chan
holds a Master of Business Administration Degree from the
University of Wales, Newport, United Kingdom. She has previous
work experiences in Hong Kong, Canada and Europe. She is
experienced in dealing in securities, fund management, corporate
management, corporate finance and managing investment
companies listed under Chapter 21 of the Listing Rules on the
Stock Exchange. Before joining BAM as a responsible officer in
2016, Ms. Chan acted as a type 4 (Advising on Securities) and
type 9 (asset Management) responsible officer, executive director
and chief operating officer of Iridium Capital Limited, a SFC
licensed corporation since 2015. From 2011 to 2015, Ms. Chan
worked for CU Investment Management Limited, which was the
investment manager of National Investments Fund Limited (stock
code: 1227), a company listed on the Stock Exchange. Ms. Chan
was an independent non-executive director of Dadi International
Group Limited (formerly known as Zhi Cheng Holdings Limited)
(stock code: 8130), a company listed on GEM of the Stock
Exchange, during the period from July 2015 to November 2017.
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Mr. Chau Wai Hing, aged 56, was appointed as executive
Director and a member of investment committee of the Board
on 23 April 2021. Mr. Chau graduated from City University of
Hong Kong with a Bachelor’s Degree in Quantitative Analysis for
Business, Postgraduate Certificate in Professional Accounting
and Master Degree in Finance. He also holds a Master Degree
in Professional Accounting from the Southern Cross University
in Australia. Mr. Chau is a fellow member of the Institute of
Public Accountants in Australia, a fellow member of the Institute
of Financial Accountants, a chartered member of the Chartered
Institute for Securities and Investment and a fellow member of
the Hong Kong Securities and Investment Institute. Mr. Chau
previously joined the Company as a non-executive Director and
an executive Director for the period from July 2015 to September
2015 and September 2015 to February 2019 respectively. Mr.
Chau was a licensed person to carry out type 1 (dealing in
securities), type 4 (advising on securities) and type 9 (asset
management) regulated activities under the SFO from July 2020
to April 2021. Mr. Chau is currently an independent non-executive
director of Carnival Group International Holdings Limited (stock
code: 996) since May 2019 and an executive director of UBA
Investments Limited (stock code: 768) since September 2021.
He was an independent non-executive director of Vestate Group
Holdings Limited (Stock code: 1386) from February 2017 to March
2021. He has possessed over 18 years of experience in banking,
finance and wealth management and held senior positions at
several international financial institutions including Bank of
America (Asia) Limited and Merrill Lynch (Asia Pacific) Limited.

Mr. William Keith Jacobsen, aged 55, is a non-executive
Director and member of investment committee of the Company
since 17 November 2014. Mr. Jacobsen is the chief executive
officer of a licensed corporation to advise on corporate finance
matters. He obtained a Bachelor of Laws degree from the
University of Hong Kong and a Master of Business Administration
from the University of British Columbia. Mr. Jacobsen has more
than 25 years of experience in corporate finance and business
development. He was an independent non-executive director of
Solis Holdings Limited (stock code: 2227) for the period from 25
September 2019 to 30 September 2020. Mr. Jacobsen is currently
an independent non-executive director of abc Multiactive Limited
(stock code: 8131) and Kingkey Intelligence Culture Holdings
Limited (formerly known as KK Culture Holdings Limited) (stock
code: 550).
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Mr. Wong Chung Yan Sammy, aged 57, was appointed
as an independent non-executive Director on 23 March 2018,
and re-designated as a non-executive Director on 14 December
2018. He is currently a member of each of the audit committee
and nomination committee of the Company. Mr. Wong holds a
Bachelor’'s degree in Social Science from the Chinese University
of Hong Kong. He has over 28 years of financial planning &
modeling, investment analysis & execution and project & liquidity
management experience in banking and commercial industry.
Mr. Wong had held senior management positions in various
subsidiaries of certain companies listed in Hong Kong. He is now
also a director of a private securities company in Hong Kong.
Mr. Wong is currently a director of a subsidiary of the Company
namely Studio V Limited.

Ms. Chan Man Yi, aged 57, was appointed as an independent
non-executive Director on 21 August 2018. She is currently the
chairman and a member of each of the audit committee and
the nomination committee of the Company and a member of
the remuneration committee of the Company. Ms. Chan was
graduated from the Hong Kong Polytechnic University with a
Master’s degree in professional accounting and has over 25 years
of experience in pension and provident fund industry. Ms. Chan is
a member of Hong Kong Institute of Certified Public Accountants
("HKICPA"). Ms. Chan was the company secretary of Glory Mark
Hi-Tech (Holdings) Limited (stock code: 8159) from 4 December
2012 to 10 January 2019 and she is currently an independent
non-executive director of Orient Securities International Holdings
Limited (stock code: 8001), both companies are listed on the GEM
of the Stock Exchange.

Ms. Leung Yin Ting, aged 40, was appointed as an
independent non-executive Director on 14 December 2018.
She is currently a member of each of the audit committee and
remuneration committee of the Company. Ms. Leung is a barrister
in Hong Kong and was called to the Bar of Hong Kong in 2013.
She is currently a member of HKICPA and has achieved the
specialist qualification in insolvency of HKICPA in 2016. Ms.
Leung obtained a Bachelor degree of Laws from University
of Warwick, the United Kingdom in 2004, and Postgraduate
Certificate in Laws from the University of Hong Kong in 2006.
Before pursuing her career in Law, she has more than four years’
audit experience in the Big Four accounting firms in Hong Kong.
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Mr. Wong Sze Lok, aged 48, was appointed as an
independent non-executive Director on 23 April 2021. He is a
chairman of the remuneration committee of the Company and a
member of the nomination committee of the Company. He has
extensive experience in auditing and corporate governance. Mr.
Wong was the chief financial officer of Century Entertainment
International Holdings Limited (formerly known as Amax
International Holdings Limited) (Stock code: 959), the financial
controller of Guoan International Limited (Stock code: 143) and an
independent non-executive director of Grand Field Group Holdings
Limited (Stock code: 115). Mr. Wong is currently an independent
non-executive director of TBK & Sons Holdings Limited (Stock
code: 1960) and Aowei Holding Limited (Stock code: 1370). Mr.
Wong also serves as the company secretary of Unitas Holdings
Limited (Stock code: 8020). Mr. Wong obtained a bachelor of
arts degree in accountancy from The Hong Kong Polytechnic
University in November 1996, a master of management degree
from Macquarie University in November 2004 and a certificate of
higher education in Law from University of Essex in December
2021. Mr. Wong is currently a fellow of the Hong Kong Institute of
Certified Public Accountants, a fellow of The Institute of Chartered
Accountants in England and Wales and a Certified Information
Systems Auditor.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION

As at 31 December 2021, none of the Directors or the chief
executive (as defined in the Listing Rules) of the Company had,
nor were they taken to or deemed to have under Part XV of the
SFO, any interests or short positions in the shares, underlying
shares or debentures of the Company or any associated
corporation (within the meaning of Part XV of the SFO) or any
interests which are required to be entered into the register kept by
the Company pursuant to Section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of the Listed
Issuers (the “Model Code”) to the Listing Rules.

At no time during the year ended 31 December 2021 was the
Company or any of its subsidiaries, a party to any arrangements to
enable the Directors or chief executives (as defined in the Listing
Rules) of the Company (including their spouse and children under
18 years of age) to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company or any other body
corporates.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

As at 31 December 2021, the Company had been notified
of the following substantial shareholders’ interests and short
position, being 5% or more of the Company’s shares and
underlying shares which are required to be recorded in the
register of interests in shares and short positions maintained
under Section 336 of the SFO:
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Percentage of

total issued shares

of the Company

as at 31 December 2021
HAEARR=ZB=—F

Number of ordinary

Name of shareholders Capacity/Nature of Interests shares held +=ZA=+—H2

BRERE BB B REnHE FEEEBEREE ERTROZLBEES L

Chen Chien Yeh Beneficial owner/ 62,122,790 (L) 14.39%
Beneficial interest

PR 2 EanEEAN Engs

Yu Po Kwan Beneficial owner/ 46,048,000 (L) 10.66%

Beneficial interest

RER EnBAAN/ BEaiEs
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Name of shareholders Capacity/Nature of Interests

BRRHEEEB 5 HEEnE

Solution Smart Holdings Limited Beneficial owner/
Beneficial interest
ERBEAAN/ Enlksx

SW Venture Asia Limited Interest in a controlled corporation/
Corporate interest
ZEGEEEREEER

Yeung Shing Wai Interest in a controlled corporation/
Corporate interest
5K (& ZEGEEEREEER

(L) — Long Position
(S) — Short Position

Notes:

1.  Solution Smart Holdings Limited, a company incorporated in the
British Virgin Islands with limited liability, is wholly owned by
SW Venture Asia Limited. SW Venture Asia Limited, a company
incorporated in the British Virgin Islands with limited liability, is wholly
and beneficially owned by Mr. Yeung Shing Wai. Accordingly, Mr.
Yeung Shing Wai and SW Venture Asia Limited are deemed to be
interested in the Shares held by Solution Smart Holdings Limited
under the SFO.

2. Following the completion of the Rights Issue in October 2019 and the
Placing in June 2021, the Company had not received any notifications
of disclosure of interests from those shareholders reporting the
change in percentage of shares. Based on the issued shares as at 31
December 2021, the percentage level of those shareholders had been
reduced to below 5%.
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Percentage of

total issued shares

of the Company

as at 31 December 2021

Number of ordinary HEARR=-ZB=—F

shares held +=—A=+—-80%2
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5,174,000 (L) 1.19%
(Notes 1 & 2)
(W 1702)

5,174,000 (L) 1.19%
(Notes 1 & 2)
(HisF1702)

5,174,000 (L) 1.19%
(Notes 1 & 2)
(Wi 1712)

Solution Smart Holdings LimitedJs — 5K 12 % & iz & Bf
Bk 2 BB AT - BSW Venture Asia Limited®
G A o SW Venture Asia Limited/) — R A E & = &
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Venture Asia Limited#% 1% /& 7 Solution Smart Holdings
LimitedPi A 2 RO R = -
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Save as disclosed above, as at 31 December 2021, the
Company has not been notified of any other interests or short
positions in the shares and underlying shares of the Company
which had been recorded in the register required to be kept under
Section 336 of the SFO.

MANAGEMENT CONTRACTS

Details of significant management contracts in relation to the
Company’s business are set out in note 35 to the consolidated
financial statements.

Save as disclosed above, no other contracts concerning the
management and administration of the whole or any substantial
part of the business of the Company were entered into or existed
during the Reporting Period.

MAJOR CUSTOMERS AND SUPPLIERS

The Group is an investment holding company. In the opinion
of the Directors, it is therefore of no value to disclose details of the
Group’s customers and suppliers.

CONNECTED TRANSACTIONS AND
CONTINUING CONNECTED TRANSACTIONS

Significant related party transactions entered by the Group
during the year ended 31 December 2021 which also constitute
connected transactions or continuing connected transactions
under the Listing Rules, are disclosed in note 35(a) to the
consolidated financial statements.

During the Reporting Period, the above-mentioned connected
transactions or continuing connected transactions are constituted
exempted transactions under chapter 14A of the Listing Rules
which were carried out and disclosed in compliance with the
relevant requirement under Chapter 14A of the Listing Rules.

CHANGES IN DIRECTORS’ INFORMATION

Changes in directors’ information in respect of the period
between the publication date of the 2021 interim report of the
Company and this report, which are required to be disclosed
pursuant to the requirement of Rule 13.51B(1) of the Listing Rules
are set out in the section of “Biographical Details Of Directors” and
“Board of Directors” of this annual report.
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As at the date of this report, the audit committee (the “Audit
Committee”) of the Company’s is composed of one non-executive
Director, namely Mr. Wong Chung Yan Sammy, two independent
non-executive Directors, namely, Ms. Chan Man Yi (Chairman)
and Ms. Leung Yin Ting. It reports directly to the Board and
reviews matters within the scope of audit, such as financial
statements and internal controls, to protect the interests of the
Company’s shareholders.

The Audit Committee meets regularly with the Company’s
external auditor, to discuss audit process and accounting issues,
and reviews effectiveness of internal controls and risk evaluation.
Written terms of reference, which describes the authority and
duties of the Audit Committee are regularly reviewed and
updated by the Board. The terms of reference is available on the
Company’s website and the website of the Stock Exchange.

The Audit Committee has reviewed with management the
accounting principles and practices adopted by the Group and
discussed internal controls and financial reporting matters
including review and approval of the annual results for the year
ended 31 December 2021.

Based on the information that is publicly available to the
Company and within the knowledge of the Directors, as at the date
of this report, there is sufficient public float of not less than 25% of
the Company’s issued shares as required under the Listing Rules.
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AUDITOR

World Link CPA Limited, who acted as auditor of the Company
for the financial years of 2016, 2017 and 2018, resigned on 23
December 2019 and McMillan Woods (Hong Kong) CPA Limited
(“McMillan Woods”) was appointed as auditor of the Company on
23 December 2019.

The financial statements of the Group for the years ended 31
December 2019, 2020 and 2021 have been audited by McMillan
Woods. A resolution will be proposed at the forthcoming annual
general meeting of the Company to re-appoint McMillan Woods as
the auditor of the Company.

EVENTS AFTER THE REPORTING DATE

Details of significant events occurring after the reporting date
are set out in note 37 to the consolidated financial statements.

By order of the Board
Cocoon Holdings Limited
Wu Ming Gai

Chairman

Hong Kong, 28 March 2022
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CORPORATE GOVERNANCE REPORT

Maintaining high standards of corporate governance in
everything we do.

Sound corporate governance practices are crucial to the
smooth, effective and transparent operation of a company and
its ability to attract investment, protect rights of shareholders and
stakeholders, and enhance shareholder value. The Company is
committed to high standards of corporate governance with a view
to being transparent, open and accountable to our shareholders.

The Company has adopted all the code provisions in the old
Corporate Governance Code (the “Code”) contained in appendix
14 of the Rules Governing the Listing of Securities of The Stock
Exchange of Hong Kong Limited as its own code on corporate
governance practices and now adopted new Code on 1 January
2022 onwards. The code provision numbers of the Code referred
in this report are those of the old Code.

The Company had met the relevant code provisions set out
in the Code during the Reporting Period. The Board will continue
to monitor and review the Company’s corporate governance
practices to ensure compliance with the Code.

As at the date of this annual report, the Board of Directors of
the Company (the “Board”) is comprised three executive Directors.
Mr. Chau Wai Hing, Mr. Wu Ming Gai acts as Chairman of the
Board and Ms. Chan Carman Wing Yan is the chief executive
officer of the Company (“CEQ”). The Company has two non-
executive Directors, Mr. William Keith Jacobsen and Mr. Wong
Chung Yan Sammy. The Company has three independent non-
executive Directors, Ms. Chan Man Yi, Ms. Leung Yin Ting and Mr.
Wong Sze Lok, representing more than one-third of the Board. Mr.
Wong Sze Lok, Ms. Chan Man Yi and Ms. Leung Yin Ting all have
appropriate professional accounting experience and expertise.

During the Reporting Period and up to the date of this annual
report, the changes to the composition of the Board were as
follows:

— Mr. Chau Wai Hing was appointed as an executive
Director and a member of the Investment Committee with
effect from 23 April 2021;
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— Mr. Chen Albert resigned as a non-executive Director and
a member of the Remuneration Committee with effect
from 23 April 2021;

— Mr. Jiang Qian has resigned as an independent non-
executive Director, the chairman of the Remuneration
Committee and a member of the Nomination Committee
with effect from 23 April 2021; and

— Mr. Wong Sze Lok was appointed as an independent non-
executive Director, the chairman of the Remuneration
Committee and a member of the Nomination Committee
with effect from 23 April 2021.

All Directors have distinguished themselves in their field of
expertise, and have exhibited high standards of personal and
professional ethics and integrity. The biographical details of each
Director are disclosed on pages 40 to 43 of this annual report.

The Board’s composition is in compliance with the
requirement under Rule 3.10A and Rule 3.10 of the Listing Rules
that the number of independent non-executive Directors must
represent at least one-third of the Board and at least one of them
possessing appropriate professional qualifications or accounting
or related financial management expertise.

Each independent non-executive Director has pursuant
to Rule 3.13 of the Listing Rules, confirmed that he/she is
independent of the Company and the Company also considers
that they are independent.

There is no relationship (including financial, business, family
or other material relationship) between members of the Board.

Pursuant to the Bye-Laws, the Directors shall hold office
subject to retirement by rotation at the annual general meeting of
the Company at least once every three years and eligible for re-
election.

The term of office of each of non-executive Directors

(including independent non-executive Directors) is for a period of
three years, subject to retirement by rotation.
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The Board, headed by the Chairman, is responsible for
providing high-level guidance and effective oversight of the
management of the Company, formulation and approval of the
Group’s development and business strategies and policies,
approval of annual budgets, financial results and business plans,
recommendation of dividend, and supervision of management in
accordance with the provisions set out in the Bye-Laws.

The CEO is responsible for day-to-day management of the
Company’s operations. She conducts regular meetings with
the management of the subsidiaries of the Company, at which
operational issues and financial performance are evaluated.

The Company views well-developed and timely reporting
systems and internal controls are essential, and the Board plays a
key role in the implementation and monitoring of internal controls
and risk management.

The Board has established procedure to enable Directors,
upon reasonable request, to seek independent professional advice
in appropriate circumstances, at the Company’s expenses.

Matters specifically decided by the Board and those reserved
for the management, such as daily management, administration
and operation of the Company, etc. with respective level of
authorities with regard to key corporate strategy, policy and
contractual commitments, are reviewed by the Board. The
management shall report back to the Board.

The Bye-Laws contain description of responsibilities and
operation procedures of the Board. The Board holds regular
meeting and listens to the operating reports of the Company and
makes policies. Significant operating policies of the Company
have to be discussed and passed by the Board. Board meetings
include regular meetings as defined in the Code and other
meetings when necessary. The Board meets formally at least four
times a year.

Besides regular and other meetings, the Board obtains
adequate information through working meetings, presided by the
Chairman in a timely manner, to monitor objectives and strategies
of the management, financial conditions and operating results of
the Company and provisions of significant agreements.
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During the Reporting Period, the Board held four regular
Board meetings at approximately quarterly interval and other
Board meetings which were convened when deemed necessary.
Due notice and Board papers of regular Board meetings were
given to all Directors prior to the meeting in accordance with
the Bye-Laws and the Code. Details of individual attendance of
Directors at regular Board meetings in 2021 are set out below:

The attendance of the regular Board meetings in 2021:

Executive Directors

HiITES

Mr. Wu Ming Gai

HASE E S &

Ms. Chan Carman Wing Yan

BR &k ik 2 =

Chau Wai Hing (appointed on 23 April 2021)
FARR(R-_ZZ_—FNA-+T=HEZE)

Non-executive Directors

FHITES

Mr. William Keith Jacobsen

EREEKLE

Mr. Wong Chung Yan Sammy

mHRCEAE

Mr. Chen Albert (resigned on 23 April 2021)
BRI EE (R-_TE-—FMONA-+=BFF)

Independent Non-executive Directors
BYHTES

Ms. Chan Man Yi

RS L+

Ms. Leung Yin Ting

RIEE L

Mr. Wong Sze Lok (appointed on 23 April 2021)
EREELE(R_T_—FHA-+=BEZE)
Mr. Jiang Qian (resigned on 23 April 2021)
BHREERZ-ZTEZ—FMAZ=-+=B#MT)
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There was no change to the composition of the Board and all
Board committees after the end of the year ended 31 December
2021 and up to the date of this report.

The role of the Chairman (assumed by an executive Director,
Mr. Wu Ming Gai) is separated from that of the CEO (assumed
by an executive Director, Ms. Chan Carman Wing Yan). Such
division of responsibilities allows a balance of power between
the Board and the management of the Group, and ensures their
independence and accountability.

Since 3 June 2019, the CEO is responsible for the day-to-day
management of the business of the Group, attends to formulation
and successful implementation of policies, and assumes full
accountability to the Board for all operations of the Group. The
CEO keeps working with the management team of subsidiaries of
the Company, she ensures smooth operations and development of
the Group. She maintains continuing dialogue with the Chairman
and all Directors to keep them fully informed of all major business
developments and issues. She is also responsible for building and
maintaining an effective management team to support her. Prior
to 3 June 2019, the role of CEO was performed by the executive
Directors.

The Chairman is the leader of the Board and he oversees
the Board so that it acts in the best interests of the Group. The
Chairman is responsible for deciding the agenda of each Board
meeting, taking into account, where appropriate, matters proposed
by other Directors for inclusion in the agenda. The Chairman has
overall responsibility for providing leadership, vision and direction
in the development of the business of the Company. During the
Reporting Period, the Chairman had held a meeting with the
independent non-executive Directors without the presence of the
other executive Directors and non-executive Directors.

The Board considers that there are adequate balance of
power and safeguards in place and will review and monitor this
situation periodically and will ensure that present structure would
not impair the balance of power of the Company.
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In the course of discharging their duties, the Directors act in

good faith, with due diligence and care, and in the best interests
of the Company and its shareholders of the Company. Their

responsibilities include:

an

Attending regular board meetings focusing on business
strategy, operational issues and financial performance.

Active participation on the boards of subsidiaries of the
Company.

Approval of annual budgets for each operating company
covering strategy, financial and business performance,
key risks and opportunities.

Monitoring the quality, timeliness, relevance and reliability
of internal and external reporting.

Monitoring and managing potential conflicts of interest
of management, Board members and shareholders,
including misuse of corporate assets and abuse in related
party transaction.

Ensuring processes are in place to maintain the overall
integrity of the Company, including financial statements,
relationships with other stakeholders, and compliance
with all laws and ethics.

To enable the Company’s Directors to meet their obligations,
appropriate organisational structure is in place with clearly

defined responsibilities and limits of authority.

A number of board committees of the Company, including audit

committee of the Board (“Audit Committee”), investment committee
of the Board (“Investment Committee”), nomination committee of
the Board (“Nomination Committee”) and remuneration committee
of the Board (“Remuneration Committee”), have been established
by the Board to strengthen its functions and to enhance its
expertise. These committees have been formed with specific

written terms of reference which deal clearly with the committees’
authority and duties.
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The Board has established an Investment Committee, as
at the date of this report, the Investment Committee comprising
two executive Directors, namely Ms. Chan Carman Wing Yan
(Chairman) and Mr. Chau Wai Hing, one non-executive Director,
namely Mr. William Keith Jacobsen.

The terms of reference of the Investment Committee have
been approved and adopted by the Board.

The Investment Committee considers, evaluates, reviews
and recommends to the Board the proposed major investments,
acquisitions and disposals, conducts post-investment evaluation
with investment manager of the investment projects, reviews
and considers the overall strategic direction and business
developments of the Company.

The Board has established a Remuneration Committee, as at
the date of this report, the Remuneration Committee comprising
three independent non-executive Directors, namely Mr. Wong Sze
Lok (Chairman), Ms. Chan Man Yi and Ms. Leung Yin Ting.

The terms of reference of the Remuneration Committee have
been reviewed with reference to the Code which is available on
the Company’s website and the website of the Stock Exchange.

The Remuneration Committee’s responsibilities are to review
and consider Company’s policy for remuneration of Directors
and senior management, to determine remuneration packages
of individual executive Directors and senior management (under
code provision B.1.2(c)(i) was adopted) including benefits in kind,
pension rights and compensation payments, and to recommend
to the Board on remuneration of independent non-executive
Directors.

Set out below is the summary of work of the Remuneration
Committee done in 2021:

— reviewed the remuneration policy for 2021/2022;

— determined the remuneration of executive Directors and
senior management; and

— reviewed and made recommendation of the fee of the
non-executive Directors (including independent non-
executive Directors).
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The remuneration of the members of the senior management
(including all executive Directors) by band for the year ended 31
December 2021 is set out below:

Remuneration bands (HK$)

FHMERCGER)

0 to 1,000,000
0%1,000,000

Further particulars regarding all Directors’ remuneration
and the five highest paid employees as required to be disclosed
pursuant to Appendix 16 to the Listing Rules are set out in note 15
to the consolidated financial statements on pages 128 to 131.

The Remuneration Committee held two meetings during 2021.
Details of individual attendance of its members are set out in the
table below:

The change of members of the Remuneration
Committee during the Reporting Period and up to
the date of this report and their attendance of the
Remuneration Committee meetings in 2021:

Names

e

Mr. Wong Sze Lok (Chairman) (appointed on 23 April 2021)
BERREARE(FRE)RBE-_—FNA=-T=HEZE)
Mr. Jiang Qian (resigned on 23 April 2021)

BakE(EE) (RZE-—FMA=-+=B8T)

Ms. Chan Man Yi

ReEL L

Ms. Leung Yin Ting

e O g

Mr. Chen Albert (resigned on 23 April 2021)
BREELEE(R-_E-_—FHA-+=HET)
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The remuneration of Directors and senior executives
is determined with reference to benchmarking of relevant
competitors in geographical areas where the Group carry on its
businesses, career progressions of the individual, economic trend
in geographical areas where the Group carry on its businesses,
recognition of experience, role contribution; performance of the
Group and the individual’s performance. The Directors’ fees and
all other emoluments paid or payable to the Directors during the
Reporting Period are set out on an individual and named basis in
note 15 to the consolidated financial statements.

No change of members of the Audit Committee during the
Reporting Period, as at the date of this report, the Company’s
Audit Committee is composed of one non-executive Director,
namely Mr. Wong Chung Yan Sammy, two independent non-
executive Directors, namely, Ms. Chan Man Yi (Chairman) and
Ms. Leung Yin Ting. It reports directly to the Board and reviews
matters within the scope of audit, such as financial statements
and internal controls, to protect the interests of the Company’s
shareholders.

The Audit Committee meets regularly with the Company’s
external auditor to discuss audit process and accounting issues,
and reviews effectiveness of internal controls and risk evaluation.
Written terms of reference, which describes the authority and
duties of the Audit Committee are regularly reviewed and
updated by the Board. The terms of reference is available on the
Company’s website and the website of the Stock Exchange.

Set out below is the summary of work done in 2021:
— review of the consolidated and condensed financial
statements for the year ended 31 December 2020 and for

the six months ended 30 June 2021 respectively;

— review of effectiveness of the risk management and
internal control systems;

— review of internal audit function;

— review of continuing connected transactions and annual
caps;

— review of implementation of policy for employees of the
Company to raise concerns about possible improprieties
in financial reporting, internal control or other matters;

— review of independent auditor’s report and management
letter; and
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— consideration and approval of 2021 audit fees and
audit work, review of engagement letter and make
recommendation to the Board on the appointment, re-
appointment and resignation of auditor.

As at 31 December 2021, the arrangement for employees of
the Company to raise concerns about possible improprieties in
financial reporting, internal control or other matters was in place.
No reporting has been received by Audit Committee during the
Reporting Period.

The Audit Committee held three meetings during the
Reporting Period. Details of individual attendance of its members
are set out in the table below:

Names

nE

Ms. Chan Man Yi (Chairman)
RBELL(FE)

Mr. Wong Chung Yan Sammy
mHRCELE

Ms. Leung Yin Ting
Rt

The Board has established a nomination committee on 1
April 2012 which currently comprises one non-executive Director,
Mr. Wong Chung Yan Sammy, two independent non-executive
Directors, Ms. Chan Man Yi (Chairman) and Mr. Wong Sze Lok.

The terms of reference of the Nomination Committee have
been reviewed with reference to the Code which is available on
the Company’s website and website of the Stock Exchange.

The Nomination Committee’s responsibilities are to review
and consider the structure, size and composition of the Board
regularly and make recommendation on any proposed changes
to the Board to complement the Company’s corporate strategy.
Its duties include making recommendation to the Board on
the selection of individuals nominated for directorships, the
appointment or re-appointment of Directors and succession
planning for Directors and assessing the independence of
independent non-executive Directors. The Nomination Committee
is provided with sufficient resources to perform its duties.
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Set out below is the summary of work of the Nomination
Committee done in 2021:

— made recommendation to the Board on matters relating
to, inter alia, nomination of candidates to the Board and
re-election of retiring Directors;

— reviewed the board diversity policy and nomination policy;

— reviewed the terms of reference of the Nomination
Committee;

— conducted an annual review of the independence of the
independent non-executive Directors; and

— reviewed the Board composition and structure.

According to the Bye-Laws, the Board has the power from
time to time and at any time to appoint any person as a Director
either to fill a casual vacancy or as an addition to the Board.

The Nomination Committee also nominated and the Board
recommended Mr. Willam Keith Jacobsen, Mr. Wong Chung Yan
Sammy and Ms. Chan Carman Wing Yan to retire by rotation and,
being eligible, to offer themselves for re-election by shareholders
of the Company at the forthcoming 2022 annual general meeting.

In considering the nomination of appointment and/or
re-appointment of Directors, the Nomination Committee assessed
the relevant candidates on criteria such as integrity, experience,
skill, professional qualifications, independent mind and ability
to commit time etc, and made recommendation to the Board for
approval.

The secretary of the Company (the “Company Secretary”)
shall call a meeting of the Nomination Committee, and invite
nominations of candidates from the Director(s) for consideration
by the Nomination Committee. The Nomination Committee
may also put forward candidates who are not nominated by the
Director(s). The factors which would be used as reference by the
Nomination Committee in assessing the suitability of a proposed
candidate for Director include, inter alia, reputation for integrity,
professional qualifications, skills, knowledge and experience that
are relevant to the Company’s business and corporate strategy,
willingness to devote adequate time to discharge duties as the
Director, diversity of the Board, and such other perspectives
appropriate to the Company’s business. The Nomination
Committee shall make recommendations for the Board’s
consideration and approval.
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The Nomination Committee held two meetings during the
Reporting Period. Details of individual attendance of its members
are set out in the table below:

The change of members of the Nomination Committee
during the Reporting Period and up to the date of this
report and their attendance of Nomination Committee
meetings in 2021:

Names

HE

Ms. Chan Man Yi (Chairman)

REEL LT (FE)

Mr. Wong Chung Yan Sammy

|mHPCEAE

Mr. Jiang Qian (resigned on 23 April 2021)
BHAEE(R_TE_—FEA-T=BFE)

Mr. Wong Sze Lok (appointed on 23 April 2021)
EREAE(RZZE-_—FNAZ-Z+=BEZE)

Board Diversity Policy

The Company has formulated the board diversity policy
aiming at setting out the approach on diversity of the Board of the
Company.

The Board recognises the importance of having a diverse
Board in enhancing the board effectiveness and corporate
governance. A diverse Board will include and make good use
of differences in the skills, industry knowledge and experience,
education, background and other qualities, etc. of Directors
and does not discriminate on the ground of race, age, gender
or religious belief. These differences will be taken into account
in determining the optimum composition of the Board and when
possible should be balanced appropriately.

The Nomination Committee has responsibility for identifying
and nominating for approval by the Board, candidates for
appointment to the Board. It takes responsibility in assessing
the appropriate mix of experience, expertise, skills and diversity
required on the Board and assessing the extent to which the
required skills are represented on the Board and reviewing
effectiveness of the Board.

The Nomination Committee is also responsible for reviewing
and reporting to the Board in relation to Board diversity.
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Board appointments will be based on merit and candidates will
be considered against objective criteria, having due regard for the
benefits of diversity on the Board.

Selection of candidates to join the Board will be, in part,
dependent on the pool of candidates with the necessary
knowledge, experience, skills, educational background and
other qualities. The final decision will be based on merit and
contribution the chosen candidate will bring to the Board.

The Board considers that Board diversity, including gender
diversity, is a vital asset to the business.

At present, the Nomination Committee has not set any
measurable objectives to implement the board diversity policy.
However, it will consider and review the board diversity policy and
setting of any measurable objectives from time to time.

The Company has adopted dividend policy, the dividend
policy does not have any pre-determined dividend payout ratio.
In considering any dividend, the Board shall consider the actual
and expected financial performance of the Group, retained
earnings and distributable reserves of the Company and each
of the members of the Group, the level of the Group’s debts to
equity ratio, return on equity and the relevant financial covenants,
any restrictions on payment of dividends that may be imposed by
the Group’s lenders or other contractual restrictions, the Group’s
expected working capital requirements and future expansion
plans, general economic conditions, business cycle of the
Group’s business 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. The Board has the absolute discretion to recommend
any dividends.
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Director’s training is an ongoing process. During the
Reporting Period, Directors received from the Company updates
on changes and development to the legislative and regulatory
environments in which the Company operates. Directors
participated in continuous professional development such as
attending seminars to develop and refresh their knowledge
and skills to ensure that their contribution to the Board remains
informed and relevant. On appointment to the Board, each
newly appointed Director receives a comprehensive induction
package covering business operations, policy and procedures
of the Company as well as the general, statutory and regulatory
obligations of being a Director to ensure that he/she is sufficiently
aware of his/her responsibilities under the Listing Rules and
other relevant regulatory requirements. The Company had
received record of the trainings during the Reporting Period from
each Director relating to development and refreshment of their
knowledge and skills.

Directors

BE=x

Executive Directors

HiTE=E

Ms. Chan Carman Wing Yan

BR 3k R 22 £

Mr. Wu Ming Gai

HA SR 1E S &

Mr. Chau Wai Hing (appointed on 23 April 2021)
BAEEEE(R_T—FONA=-T=BEZE)

Non-executive Directors

FHTES

Mr. Wong Chung Yan Sammy

BERIOEE

Mr. William Keith Jacobsen

HERELE

Mr. Chen Albert (resigned on 23 April 2021)
BRIEEEE (R_TE—FOAZT+=HFE)
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Attending expert briefings/
seminars/conferences
relevant to the business or

Directors Reading regulatory updates Directors’ duties
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Independent Non-Executive Directors

BYFHTES

Ms. Chan Man Yi v 4

ReEz L

Ms. Leung Yin Ting v v

REpE L

Mr. Jiang Qian (resigned on 23 April 2021) 4 4

BEREEMNR-_ZF-_—FOA-+=B8T)

Mr. Wong Sze Lok (appointed on 23 April 2021) 4 4

HREALE(R _ZE-_—FOHA-_+=REZE)

The Board is responsible for performing the corporate
governance duties as required under the Code. The major roles
and functions of the Board in respect of the corporate governance

are:

to develop and review the Company’s policy and practices
on corporate governance; and

to review and monitor the training and continuous
professional development of Directors, the Company’s
policies and practices on compliance with legal and
regulatory requirements, the code of conduct and
compliance manual applicable to employees and
Directors and the Company’s compliance with the Code.

The Board had considered the following corporate governance
matters for 2021:

review of the policy and practices adopted by the
Company and training for Directors, etc.

review of usage of annual caps on the continuing
connected transactions of the Group

review of compliance with the Code and disclosure of
Corporate Governance Report

review of the effectiveness of the risk management and
internal control systems of the Company
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COMPANY SECRETARY

The company secretary of the Company (the “Company
Secretary”) is appointed a representative from an external
secretarial services provider as the Company Secretary. The
primary contact person of the Company with the Company
Secretary is Mr. Wu Ming Gai, the executive Director. The role
of the Company Secretary is to ensure effective information
flows and communication among Directors, as well as between
shareholders and management of the Company. The Company
Secretary is also responsible for advising the Board on
governance matters. All Directors have access to the advice
and services of the Company Secretary. During the Reporting
Period, the Company Secretary has taken no less than 15 hours of
relevant professional trainings to update his skills and knowledge.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors for the Listed Issuers (the “Model
Code”) set out in Appendix 10 of the Listing Rules as the code of
conduct regarding securities transactions by the Directors. Having
made specific enquiry of all Directors, all the Directors confirmed
that in respect of the year ended 31 December 2021, they have
complied with the required standard set out in the Model Code.

The Company has also established written guidelines
regarding securities transactions on no less exacting terms of the
Model Code for specific individual who may have access to inside
information in relation to the securities of the Company.

COCOON HOLDINGS LIMITED #EXSZBRAERAT
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The Audit Committee reviewed engagement letter and report
from the external auditor of the Company, McMillan Woods,
confirmed its independence. The Audit Committee also approves
their appointment, discusses the scope of their audit, approved
the audit fees, and the scope and appropriate fees for any non-
audit services requested to be provided by external auditors.

McMillan Woods provided annual audit services in respect of
the Company’s consolidated financial statements prepared under
International Financial Reporting Standards for the year ended
31 December 2021. The consolidated financial statements are
prepared in accordance with the disclosure requirements of the
Hong Kong Companies Ordinance and the Listing Rules.

During the Reporting Period, remuneration paid/payable to the
Company’s auditors, McMillan Woods and other McMillan Woods
network firms, is as follows:

Services rendered: HK$
Audit services 350,000
Non-audit services

— Review of interim financial information 60,000

The Board recognises its responsibility to ensure the
Company maintains a sound and effective risk management
and internal control systems. The Group’s risk management and
internal control systems are designed and established to ensure
that assets are safeguarded against improper use or disposal,
relevant rules and regulations are adhered to and complied
with, reliable financial and accounting records are maintained in
accordance with relevant accounting standards and regulatory
reporting requirements, and key risks that may impact on the
Group’s performance are appropriately identified and managed.
Review of the Group’s risk management and internal controls
covering major financial, operational and compliance controls,
as well as risk management functions. The risk management and
internal control systems can only provide reasonable and not
absolute assurance against material misstatement or loss, as they
are designed to manage, rather than eliminate the risk of failure to
achieve business objectives.
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The Group has not established an internal audit, but has
engaged an external professional consultant to perform the work
of internal audit function and during the Reporting Period, the
external professional consultant had reviewed and assessed
the Group’s risk management and internal control systems (the
“Systems”) and reported to the Audit Committee (the “Review”).
The Review would identify the risks associated with the business
of the Group by considering both internal and external factors
and events which may include politics, economy, technology,
environmental, social and staff. Each of risks has been assessed
and prioritised based on their relevant impact and occurrence
opportunity. The relevant risk management strategy would be
applied to each type of risks according to the assessment results,
type of risk management strategy has been listed as follow:

— Risk retention and reduction: accept the impact of risk or
undertake actions by the Group to reduce the impact of
the risks;

— Risk avoidance: change business process or objective so
as to avoid the risk;

— Risk sharing and diversification: diversify the effect of the
risk or allocate to different location or product or market;

— Risk transfer: transfer ownership and liability to a third
party.

Audit Committee has reviewed and discussed the Systems
with the management annually to ensure that the management
has performed its duty to have effective Systems.

The external consultant, has conducted a review of the
effectiveness of the Group’s Systems for the year ended 31
December 2021 and made recommendations to improve the
effectiveness of the Group’s Systems. After the Review, the
management provided an action plan so as to mitigate those
identified deficiencies in a timely manner. All internal control
findings would be followed up closely to ensure that the action
plan is implemented accordingly.

During the Reporting Period, the Board was satisfied that
the current internal control systems of the Company are effective
and adequate and that the qualifications and experience of the
staff, performing accounting and financial reporting functions
and the training programmes of the Company as well as the
experiences and resources for setting the budget of the Company
are adequate. The Company has complied with the requirements
under C.2.1 to C.2.5 and C.3.3 of the Code relating to risk
management and internal control.
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In addition to the Review, undertaken by the external
professional consultants, the external auditor also assessed the
adequacy and effectiveness of certain key risk management
and internal controls as part of their statutory audits. Where
appropriate, the external auditor’ s recommendations are adopted
and enhancements to the risk management and internal controls
will be made.

The Board has received a confirmation from the management
of the Company on the effectiveness of the risk management and
internal control system.

The Company is committed to a consistent practice of
timely, accurate and sufficiently detailed disclosure of material
information about the Group. The Company has adopted a Policy
on Disclosure of Inside Information which sets out the obligations,
guidelines and procedures for handling and dissemination of
inside information. With these guidelines and procedures, the
Group has management controls in place to ensure that potential
inside information can be promptly identified, assessed and
escalated for the attention of the Board to decide about the need
for disclosure.

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

The objective of shareholder communication is to provide
our shareholders with detailed information about the Company
so that they can exercise their rights as shareholders in an
informed manner. The Company has adopted a shareholders’
communication policy.

The Company uses a range of communication tools to
ensure its shareholders are kept well informed of key business
imperatives. These include annual general meeting, annual report,
interim report, various notices, announcements and circulars.
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At the annual general meeting held on 17 June 2021 (“2021
AGM”), a separate resolution was proposed by the chairman of
the 2021 AGM in respect of each separate issue, including re-
election of retiring Directors. The Chairman of the Board and
the Chairman and members of Audit Committee, Nomination
Committee, and Remuneration Committee and representatives
of McMillan Woods attended the 2021 AGM to answer questions
of shareholders of the Company. Procedure for conducting a poll
were explained by the chairman of the 2021 AGM at the 2021
AGM.

Attendance of individual Directors at general
meeting(s) in 2021:

Executive Directors

HiTE=E

Mr. Wu Ming Gai (Chairman)

SR E S E (F/E)

Ms. Chan Carman Wing Yan (CEO)
BR ok IR & &+ (77 B A48 2)

Mr. Chau Wai Hing

JE 12 B 5t A

Non-Executive Directors
FHTES

Mr. Wong Chung Yan Sammy
wEROEE

Mr. William Keith Jacobsen
ERHALE

Mr. Chen Albert

IR 7 18 5% A4

Independent Non-executive Directors
BYFHTES

Ms. Chan Man Yi

PREgE Lt

Ms. Leung Yin Ting

Rt

Mr. Jiang Qian

BTt

Mr. Wong Sze Lok

mRELLE

The forthcoming annual general meeting of the Company will
be held on 17 June 2022 which will be conducted by way of poll.
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SHAREHOLDERS’ RIGHTS AND INVESTOR
RELATIONS

The general meetings of the Company provide an opportunity
for communication between the shareholders of the Company
and the Board. An annual general meeting of the Company shall
be held in each year as may be determined by the Board. Each
general meeting, other than an annual general meeting, shall
be called a special general meeting (“SGM”). Set out below are
procedures by which shareholders may (a) convene a SGM; (b)
put forward enquires to the Board; and (c) put forward proposals
at general meetings. The procedures are subject to the Bye-Laws
and applicable legislation and regulation.

(a)

(b)

Procedures for requisitioning a special general
meeting

Shareholder(s) of the Company (“Shareholder(s)”) 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 to vote at general meetings of the Company may, by
written requisition to the Board or the company secretary
of the Company signed and deposited in accordance with
the bye-laws of the Company and Bermuda Companies
Act 1981, require the Directors to call a special general
meeting for the transaction of business specified in the
requisition.

Procedures for putting enquiries to the Board

Shareholders may, at any time, direct enquiries to the
Board. All enquiries shall be in writing and sent by post to
the principal place of business of the Company in Hong
Kong or by email to cs@cocoon.holdings for the attention
of the Board.
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(c) Procedures for putting forward proposals at
general meetings

Shareholder(s) holding not less than one-twentieth of the
paid-up capital of the Company carrying the right to vote
at general meetings of the Company or not less than 100
shareholders may, at their expense, provide a written
request to the attention of the company secretary of the
Company signed and deposited in accordance with the
Bermuda Companies Act 1981.

The procedures for shareholders of the Company to
propose a person for election as Director is available on
the Company’s website.

Shareholders’ inquires

Shareholders should direct their questions about their
shareholdings, share transfer, registration and payment of
dividends to the Company’s branch share registrar in Hong Kong,
details of which are as follows:

Computershare Hong Kong Investor Services Limited
Address: Shops 17M Floor
Hopewell Centre
183 Queen’s Road East
Wan Chai, Hong Kong
Email: hkinfo@computershare.com.hk
Tel: (852) 2862 8555 Fax: (852) 2865 0990

Shareholders may, at any time, direct enquiries to the Board.
All enquiries shall be in writing and sent by post to the principal
place of business of the Company in Hong Kong or by email to
cs@cocoon.holdings. for the attention of the Board.

Constitutional documents

During the year ended 31 December 2021, there were no
changes in any of the Company’s constitutional documents.

DIRECTORS’ RESPONSIBILITIES IN
PREPARING THE CONSOLIDATED FINANCIAL
STATEMENTS AND INDEPENDENT AUDITOR’S
RESPONSIBILITIES

The Directors acknowledge that it is their responsibilities in
preparing the consolidated financial statements. The statement of
the Independent Auditor about their reporting responsibilities on
the consolidated financial statements is set out in the Independent
Auditor’s Report on page 71 to 78.

COCOON HOLDINGS LIMITED #EXSZBRAERAT

(c) ERRAERHEBNEF

FAMSENERRBDBRRAE LREZAR
RAHERARTILR -+ D2 —HBRESLT
PRI1002 IR - AIRBAERE-NAN—F
RAVEMARBZABAMERRECREZLE
HER HEBEABAREITHE-

ARAABRRBELHASEEZTNRFHRA
NGIE D

B R 7 &

BRI EFRE  BKOBF  EfRXAEE
EEAREE BAXARRANETERDBFELNRE
Rb - EFBHEHRET :

EEPRELFELBERRA
ak o BB EF
25 K8 R 1835
A M L1TME

T H : hkinfo@computershare.com.hk.
B % ¢ (852) 2862 8555 {E & : (852) 2865 0990

BRRAERNESSRIEESEN -MESHA
NEEEL  UBFEARBZESETELEMB R
LA TE B[ 3% 3% Z=cs@cocoon.holdings * FEAAE =€ UL -

BE
BRE-Z-—F+-A=+—RALFE £AAH
MBEXH L RETEE -

ESRUGAMBRRNECRBILE
BB Ay B E

BEEARMPERES AV BREINEL - B
HEMRPEESGAERREBRETIELNE
B BREBETME7TSEMNB L ZEMRENR -



TO THE SHAREHOLDERS OF

COCOON HOLDINGS LIMITED

(Incorporated in the Cayman Islands with limited liability and
continued in Bermuda with limited liability)

We have audited the consolidated financial statements of
Cocoon Holdings Limited (the “Company”) and its subsidiaries
collectively referred to as the “Group”) set out on pages 80 to 163,
which comprise the consolidated statement of financial position
as at 31 December 2021, and the consolidated statement of profit
or loss and other comprehensive income, consolidated statement
of changes in equity and 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 2021, and of its consolidated
financial performance and its consolidated cash flows for the
year then ended in accordance with International Financial
Reporting Standards (“IFRSs”) issued by International Accounting
Standards Board (the “IASB”) and have been properly prepared
in compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

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.

E(E
FHAERXSERER AT

(RASHEZMA LI RERZEFEZFRL A7)
EERR

KFHEEZIENRFES0E163H F H XS 2]
ERAG(TEARD REKBA T(LATWME\W
BHNSEUBHRE  UEEVMERREER
——F+-_A=t+—"HHKEFBREIE Etiz
BEFEMNGEBR=kEMEERER  KEeESE
BERMNGARERER  URGEAUBHREMNFE
BREEIZEAHRBE -

BMRR ZEEEVBERRERBER &5
H2AUZBg([ERESFERZES ) RMOCEERM
BHREEN(EEMBHRELEN DEEMN A TR
B ERER-_FT-_—Ft+_A=1T—"HHKEMK
AARBEZALFENGEMBRARKEARS
e

WEBREB(RAIGOIDNREREZBR

HMERBEEBSAMAGHEMBAN(EBEETE
AN BB B LA ETET - HMEZFE]T
AENEFCEABREGRBORABA GRS BB R
§7¥KFE/],\T%J"B #T’Ffﬁ*i%ﬁﬁ%ﬁ%ﬁ%ﬂ%@ﬁ

fAgEMEEXETEE AIJ(AT R <F
1) #MBIR BEKE - IEE?T?E'JEPE’]EW
BREREME - HAEE  RAMESHESRER
ARLEEHWREMOBETERREER -

Annual Report 2021F 3



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. The key audit matters we identified are:

(i) Valuation of unlisted financial assets at fair value through
other comprehensive income ("FVTOCI"); and

(ii) Allowance of the Group’s loan notes under expected
credit loss ("ECL") model.

Key Audit Matter
HMREETEER

Valuation of unlisted financial assets at fair value through
other comprehensive income (“FVTOCI”)

Refer to significant accounting policies in note 4, critical
Jjudgement and estimates in note 5, relevant disclosures in notes
7 and 24 to the consolidated financial statements.

The Group had unlisted financial asset at FVTOCI of
approximately HK$25,545,000 measured at fair value as at
31 December 2021. The fair value of this financial asset was
assessed by the management based on valuations performed
by an independent company of professional valuer (“Valuer”)
engaged by the Group.
RZEZ—F+ZA=+—H X E5EERAAEREM2ZEEK
f}T’iﬁlJEEE’HFLW@E&EEEQ%@HE%’JHZS 545,000/ I ° #
TREENAAEBLTHEREER ESEZEN —HBILHEXE
fEEED([fEER]) A B PR EME LT -

The valuation of the unlisted financial asset at FVTOCI involved
significant judgement and estimates, including the determination
of valuation methodology and the selection of different inputs to
the valuation model.

BRADEREMEEREINENFLETEREENEESREXR
B R G RREBEEGES ERERGERENTREAE -
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() ZAnEREMEEKRIIK(TEARER
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(i) EEEREHEERR((BAHREEFERDE
ABETEREROBE -

How our audit addressed the Key Audit Matter
BRMWBEANANEERREETEE

BAARBERAMEE Kas 55k ([ B AL EREMEE K
FIfR]) 2 H# L& BB E R 15 1E

HABHN T4 T B GTIE - BT iE5A 49 5 62 4 B 71
15T A RBFEARE R E I L7 K24 7% 19 16 B 5 & -

Our procedures in relation to this matter included:

HMBEREERENEF S

— Evaluating the expertise and independence of the
Valuer;
— AEAEEMANERERBIE

— Checking the accuracy of the historical data used in
the valuation model;

— REGERUFERNE L BIENERE

— Challenging the appropriateness of the key
assumptions applied in the valuation model, and our
understanding of the businesses and industry of the
investee;

— HEEEEEDAEARRERIONESZ N I THERER
BYH RO ERRITHE



Key Audit Matter
BERENEE

We identified the valuation of unlisted financial asset at FVTOCI
as a key audit matter as it accounted for approximately 15.1%
of total Group’s assets (by value) as at 31 December 2021 and
was significant to the Group’s capital and financial performance
due to a higher degree of complexity, and the significance of
management’s judgements and unobservable inputs involves
in the valuations. The valuation of these unlisted financial
instrument involve the application of unobservable inputs
such as discount of lack of control. With different valuation
techniques, inputs and assumptions applied, the valuation
results can vary significantly.
HMBRAREREZEEMBERINENF LTS EENLE
BRlAEREGEE RA/KER-_Z_—F+_HA=+—B4
& BESEAEEN151%(REEB)  YHEARSHEEIEM
o BEEENEARMBRERASZE URBEPIPREEEN
BERABGRAAERBAE - ZIFE LM T ANMGEY RER
NATBI R AE MR EGIEZTE - KB PR EERDT -
WABERRZXAIEHAEEARELBREEZR -

How our audit addressed the Key Audit Matter
BRMWBEANAUEERAREETESE

engaging a valuation specialist to assist us to review
the appropriateness of the valuation approach and
methodology, the accuracy of the calculations in
the valuation model and the market data used on
a sample basis, and the reasonableness of the
components comprising the discount rate for lack of
control; and
ZEFREZERBHHEMBERGEEERS ZNEE M
HEEE P E &P TSEE (AT ) E
M ARBRZEHEZITREEKILSNEEMN
N4

Reviewing the appropriateness of the disclosure in
the consolidated financial statements.
ERGAMBRIAABRENSE N -
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Key Audit Matter
BERENEE

Allowance of the Group’s loan notes under the expected
credit loss (“ECL”) model

Refer to significant accounting policies in note 4, critical
Jjudgement and estimates in note 5 and its relevant disclosures in
note 22 to the consolidated financial statements.

We identified the allowance of loan notes as a key audit matter
due to the significant degree of management’s judgement in
assessing their expected credit losses (“ECL”).

BN ERZBENRERD ASARETEE  DHREERERAT
HEERCEERR(AREEBRRE DR REXNHA R -

As at 31 December 2021, the Group had three trenches of loan
notes designated at amortised cost with an aggregated gross
carrying value of approximately HK$80,627,000 (“Loan Notes”)
and allowance of HK$2,390,000 was made under lifetime ECL
model.

RZEZ—F+-A=+—H EBESEF=-EHEELSREHEXK
HAEMNERERE  RRHEEL 280,627,000 T ([EREE])
kX2 HEEESEBEEX T (F L& #1#2,390,000% 7T °

In assessing the allowance of ECL of the Loan Notes,
management applied judgement in assessing each issuer
of Loan Notes individually based on respective credit risk
characteristics and the likelihood of recovery, taking into account
the nature of these issuers, their geographical locations and
industries, and applying ECL rates to respective gross carrying
amounts of Loan Notes. The ECL rates are determined based on
historical credit losses experienced and were adjusted to reflect
current and forward-looking information such as macroeconomic
factors affecting the ability of Loan Notes’ issuers to redeem
their Loan Notes upon maturity.
RABERZENEREESEREES TREERALK  ERN
BEREBSETASENGEERREHARKEREBEOAEMNE - I
ERZEHTANGEE  HMBUERARTEERNFEERRZR
BEEAAN UTHEFREBRSANAREERAEREESEX -
EHEEEEEXDENBECGEBEEE  WARAERMENR
AIEHER  NEEEFRZEBRTARIGEBELAEERRE 2
BN EBRBERE -

We have identified the allowance of the Loan Notes under the
ECL model as a key audit matter due to considerable amount
of judgment and estimation being required in conducting ECL
assessment as mentioned in the foregoing paragraph.

BN EREESEEXETERZEENREHRT SBARETS
B -REAHANME—BAMML ETHBEEERTIREERE
F ki Ko k5t e
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How our audit addressed the Key Audit Matter
BRMWBANANEERAREETEE

EEFENEBERBNCEELRA([RAEEEER)EXT
HY 72 1

HABHN AR m E B2 IE - BT L5449 5 52 4 B 71
18 5T A R B B R W 22/ 9 16 B 5 57 -

Our procedures in relation to this matter included:

BMEBEEENEFEE -

— evaluating the design, implementation and operating
effectiveness of key internal controls over credit
control, debt collection and estimate of ECL;

— AHEEEES  WREBRGFGEBREEEENE
A AR I R G B REEA UL

— assessing the reasonableness of the Group’s ECL
models by examining the model inputs used by
management to form such judgements, including
testing the accuracy of the historical default data,
evaluating whether the historical loss rates are
appropriately adjusted based on current economic
conditions and forward-looking information including
the economic variables and assumptions used in
each of the economic scenarios and their probability
weightings and assessing whether there was an
indication of management bias when recognising loss
allowances; and

— BBRFNEEELKE @2 PR e R &8 A BUR T
it BEXEEEHCEFEEEANGEN  BEAIAB
FENBENERE N BEEEEXBEDRE AT
BEMRRRAELEER(BELEAEEZARESL
BEATHARZEREAMELE) BEMFELRAER
TEEEENRETEEERABEABNRE &

— inspecting settlements after the financial year end
relating to the Loan Notes as at 31 December 2021, if
any.

— RUBEEEREREEH _ZT_—F+_RA="1—
HHNERRBEEEBER(NEF) -



The directors of the Company (the “Directors”) are responsible
for the other information. The other information comprises all of
the information in the Company’s 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.

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

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

The audit committee of the Company (the “Audit Committee”)
assists the Directors in discharging their responsibilities for
overseeing the Group’s financial reporting process.

BERAEE([EX ) FHEMENAREE - K&
MEHERE BERARFHRANAEER  ETRESR
EMBHMR BRI B HOXBEMBRE -

BPEGAVBRENELL TREEMBER -
BT TEZEEMERBEREATANEFT SR

BEBRMESEAMBBREINET  RANEER
BB EMEN  EBEd  TEEMERNES 8L
EMBRERABUMNEZTBETAERNBRFRE
EAEBREUFHFEEAHERRANER - ERN
BMERTHIE NREMBREMCERFESE
REEREL - RPAFEREZEE - EE& /| - Hf
REEMRSE °

EXARARBEKR S LR Z BB MK
B mE LY REE(RAGIDOBERERIBEE
EMERAANGAMBERR YAREERAR/
RESGEMBRRMEBLENEBAMZES - B
B4R A B IHKR N FHENFF R MG E AR
ARt

ERBHANBREN FFAESE E£E
HEEEOR  CEERBRTRBREEEY
EMMEE  AREAREESARHER  REE
FAEE REEERAGILEE  ABMEBER
MERFR -

BERABERZEe((EXZES ) WY ESET
EE BESEYBmERENRE -
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Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole are free
from material misstatement, whether due to fraud or error, and
to issue an auditor’s report that includes our opinion. We report
our opinion solely to you, as a body in accordance with section
90 of the Bermuda Companies Act, and for no other purpose.
We do not assume responsibility towards or accept liability to
any other person for the contents of this report. Reasonable
assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with HKSAs will always detect
a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these
consolidated financial statements.

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

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

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

— Evaluate the appropriateness of accounting policies used

and the reasonableness of accounting estimates and
related disclosures made by the directors.

COCOON HOLDINGS LIMITED #EXSZBRAERAT
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KRB MIEMEMELMEERE - A BBAAE
R AT RIEE R

ERBERBENEAETETNBRES H HME
RTEXRHAE  RETERRREE - BT

— BRI AN R (L B RN ERFF SR AR T B BUAR A B
ﬁ%ﬁ&%ﬁ%ﬁﬁLmﬂﬂ'ﬁﬁ&ﬁﬁ
ErTiEFARE ELRAR - A RERFE M
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EERERF BEEMALNY f%lW%ﬁﬁ
MBMMEERER -

— FEEEMRBEFBRRNE
FHEETMMERERENS RN -

BEMRELE



— 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, actions taken to eliminate
threats or safeguards applied.

— HESRAFECLESERMNGEHFEDL
i o RIBPIERMNETRE BRESESRF
HEFEERIBEABEHENEANATHEEN - KW
AREERY BERENKEKERNELE
ARE - MREMRBRFEEANTEENE -
AEVEERBMBETRFERAELR
REMBHREATOEBRE -BREABOE
BETE AERTEMANER - RANEH=
ERNZHBENHRE B EFMRSNETRE - R
M- RAREELBERATELER EXETH

FEKENRET °

— AR EMBEREINERIIHRAOA  REMN
NE BREEE URGEAVBHRRESR
FHIIRBBEIZMEIR o

— ¥ EEEAERIXBIINUBELE
MAR BENFARE UBHEGESWH
BREXER -RMARESE  EENHIT
SEES BMA/EABRAREEZRMEME -

BPMEBEZZESRRT (HPEE)FEINES
#E KRR BEABRABRRETFE  SEEAME
AT HIME BB A BB AR I e E ARG e

BEMEMNBEXZESRIER HARMEFTE
FRABLMEMBERBEERER LR FIERMN
Bt A B KRR E R MBI IEMEEME
EE  AREEBRNBERLT  BREERRNTE
HERBHPIEEE o
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From the matters communicated with those charged with
governance, 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.

McMillan Woods (Hong Kong) CPA Limited
Certified Public Accountants

Lo Ka Ki

Practising Certificate Number P0O6633

24/F, Siu On Centre

188 Lockhart Road, Wanchai, Hong Kong

Hong Kong, 28 March 2022
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
mEeBRsERkEtEZEKER

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

2021 2020
—E-—F —E-THE
Note HK$°000 HK$’000
Mt &t FERT FHT
Gross proceeds from disposals of HERSEFHWAERIEA
trading securities 48 %8 9,629 5,096
Revenue A 9 7,696 8,135
Others revenue b e A 10 — 145
Other gains and (losses) H it ez & (B 1E) 11 (28,708) (4,673)
(21,012) 3,607
Other operating expenses H fth 458 & B 2 (5,979) (6,202)
Finance costs B 75 B AR 12 (1,652) (1,571)
Loss before tax BR Bt A E5 18 13 (28,643) (4,166)
Income tax Fr 5 %t 14 — —
Loss for the year FEEE (28,643) (4,166)
Other comprehensive income, net of Ht2HE W (BB K) :
tax:
Item that will not be reclassified to HE# T EET DB E B
profit or loss: By g -
— Fair value (loss) gain on financial —BRAAEREMEER
assets at fair value through m AR ([ A RER
other comprehensive income Hih2mE W=7 ])
(“FVTOCI”) ZETRMEENARE
Yozs (B518) (5,055) 1,200
Loss and total comprehensive AATEEAERFTFABE
income for the year attributable to R2HkanEE
owners of the Company (33,698) (2,966)
Loss per share (HK$) BREE (BT
Basic TN 16 (0.07) (0.01)
Diluted 5 (0.07) (0.01)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e ISR R

At 31 December 2021
RZF-_—F+=-HA=+—H

As at As at
31 December 31 December
2021 2020
R-ZTB=-—F R_TE_ZTF
+=—A=+—H +=ZA=+—H
Note HK$’000 HK$’000
K aF FET T T
Non-current assets InBEE
Property, plant and equipment ME - BEREZE 18 1 4
Right-of-use assets FREEE 19(a) 486 197
Goodwill SRS 20 — —
Loan notes ERERE 22 74,800 46,413
75,287 46,614
Current assets REBEE
Other receivables, deposits and HEEKRR  Ze RBEMNK
prepayments 21 282 633
Loan notes BERER 22 3,437 52,038
Financial assets at fair value through profit 22 A ERNEREIIE([1RA R
or loss (“FVTPL”) BEREHKRIERE 2EmMEE 23 61,938 46,944
Financial assets at FVTOCI EAnEREMEEREYERZ
DREE 24 25,545 30,600
Due from securities brokers B U 75 25 48 42 FRTE 25 145 801
Bank balance RITH £ 1,635 7,905
92,982 138,921
Current liabilities B &R
Due to securities brokers B - 35 5 48 42 3008 26 1,087 1,701
Other payables and accruals H B 5 3R &}T&“ EHA 27 2,066 732
Lease liabilities NN 19(b) 282 208
Promissory notes AN E 28 6,723 224
10,158 2,865
Net current assets RBEEFEE 82,824 136,056
Total assets less current liabilities BEEBRRBERE 158,111 182,670
Non-current liabilities EREEE
Lease liabilities HEAE 19(b) 208 —
Promissory notes N 28 13,500 19,920
13,708 19,920
NET ASSETS EERE 144,403 162,750
Capital and reserves ERRF#E
Share capital % < 30 43,167 35,973
Reserves & 32 101,236 126,777
TOTAL EQUITY MR 144,403 162,750
Net asset value per share BEREERE 33 HK$0.333 T HK$0.45% 7T
The consolidated financial statements on pages 79 to 163 were FIIE13EN G M BERRAESTEN _E-__F
approved and authorised for issue by the Board of Directors on 28 SRt N\BA#EREETERETIALTRAEE
March 2022 and are signed on its behalf by: 2 :
Wu Ming Gai Chan Carman Wing Yan
B 88 1 B Bk fiR
Director Director
EZE EZE
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At 1 January 2020
Loss and total comprehensive
income/(expenses) for the year

At 31 December 2020

At 1 January 2021

Loss and total comprehensive
expenses for the year

Issue of shares on placement
(note 30)

Cost of issuing new shares under
placement (note 30)

Changes in equity for the year

At 31 December 2021

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Share
capital
R&
HK$'000
ThL
R-Z2-%F-8-H 35,973
ERFERRZANE/ (%)
pak -
RZEZZF+ZA=1-A 35,973
W=F-—%-F-R 35,973
ERBERZARYER
RERRTRE (H330)
7,194
REREEZOTROER
(H3£30) -
FERERZY 7,194

R-E--%+-A=1-H 43,167

Share
premium

RfaE
32(b)()
HK§ 000
TER

41,313

41,313

M,313

8,214

(117)

8,157

49,470

mEERBER

For the year ended 31 December 2021

BE-Z-—§+-A=1+—HIFE

Attributable to owners of the Company

Contributed
surplus

EfRG
32(b)(i
HK$ 000
TAL

107,918

107,918

107,918

107,918

ALAREARE

Financial
assets at
FVTOCI
reserve
RAREREL
2EMESIRZ
SRHEENRRE
32(b)/ii)
HK$'000

AL

10,900

1,200

12,100

12,100

(5,055)

(5,055)

7,045

Accumulated Total
loss reserve Total
ZiER AR @t
HK§'000 HK$'000 HK$'000
TERL ThEL ThER
(30,388) 129,743 165,716
(4,166) (2,966) (2,966)
(34,554) 126,777 162,750
(34,554) 126,777 162,750
(28,643) (33,698) (33,698)
- 8,274 15,468
- (117) (117)
(28,643) (25,541) (18,347)
(63,197) 101,236 144,403
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CONSOLIDATED STATEMENT OF CASH FLOWS

VAN B =

A K = | Eﬁrﬁ/ﬂbi%

For the year ended 31 December 2021
HE_Z-_—F+-A=+—HILFE

Cash flows from operating activities

Loss before tax
Adjustments for:
Interest income
Finance costs
Depreciation of property, plant and
equipment
Depreciation of right-of-use assets
Fair value loss/(gain)
on trading securities
Fair value loss on convertible bonds
designated at financial assets at

FVTPL

(Gain)/loss on disposals of certain
financial assets of:

— unlisted convertible bonds
designated at financial assets
at FVTPL and consideration
receivable in exchange for a loan
note

— a deposit on top of cash
consideration amounting
HK$10,000,000 in exchange for a
loan note

— a deposit and a loan note in
exchange for trading securities
investment listed in overseas

— a loan note in exchange for listed
securities investment

— a loan note in exchange for an
overseas loan note

Impairment losses on loan notes

Impairment losses on deposits and other

receivables

Operating loss before working capital

changes

Increase in trading securities

Decrease in other receivables,
deposits and prepayments

Decrease/(increase) in amounts due
from securities brokers

Decrease in amounts due to securities
brokers

Increase/(decrease) in other payables
and accruals

REFTHEENRERE
B 75t A1 5 48

HE

2 HA

B 75 PR AR

W - BERREITE

EREEERE
ROGBHFZRAREEER/
(ezs)
BERBRAABNERERIIR
ZERMAEENAEBRESK
RREEE
HERTREETEREEZ
(Wzs),/BiA -
—EBERRAARERERR
SR SREEMNI L
A 83 {8 25 DA K 7]
RRBEFRR BN ER
RE
—ARXBREFRERNRS
X f£10,000,0007% T #Y
Re

—ARXBEBINLETRHE
SRENBZEMERRE
=

— ARXRBETESFREN
ERERE

— ARXBRBINERERN
ERRE

ERERREBR
B K Al R W RORE & R

At 2 EE BRI 2 REBR

R 55858 N

H i 8 WK~ 2 RN IR
D

R 4R 58 o5 A8 42 TR IRRL D
ae vy

& 151 58 55 AR 42 SRR R D

B 0 R R PR 28
/ (A)
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2021

—E-—=F

Note HK$’000
Bt &t FET
(28,643)

(7,525)
1,652

3
280

12,937

34(a)(i) 10,507

34(a)(ii) 3,383

1,801

(5,605)
(15,884)

351
656
(797)

1,335

2020
—TTF
HK$’000
FAE T
(4,166)

(8,105)
1,571

6
278

(12,105)

2,075

(329)

(1,378)

3,615

11,931

1,592

(5,015)
(2,219)

630
(789)
(310)

(615)



Cash used in operations
Finance lease charges paid

Net cash used in operating activities

Cash flows from investing activities
Subscription of a loan note

Net cash used in investing activities

Cash flows from financing activities

Proceeds from issue of shares on
placement

Cost of issuing new shares under
placement

Principal portion of lease payments

Interest paid

Net cash generated from (used in)
financing activities

Net decrease in cash and cash
equivalents

Cash and cash equivalents
at beginning of year

Cash and cash equivalents at
end of year

Analysis of cash and cash equivalents

Bank and cash balances

REMAZAS
ENMEHEER

RETHFAFRS

REEFBZHERE

RBERZERE

REZHMARTFR

METBHZHERE
e 65 B 1T IR ) B9 PR 1S 3R IR

REEEETHRNER

HERBAE D

B A E

MEZBFS(FRABREFRE

RERBAEEHMLFRE

FNRERALEFH

FRASRBAEEH

HERAEEEIM
RIT M IR & AR

Note
Bt &t

For the year ended 31 December 2021
HE-_T-—F+-A=t+—BLLFE

2021 2020
—E-—f —T_TF
HK$°000 HK$’000
FET F& T
(19,944) (8,318)
(13) (16)
(19,957) (8,334)
— (10,000)

— (10,000)
15,468 —
(117) —
(287) (282)
(1,377) (1,666)
13,687 (1,048)
(6,270) (20,282)
7,905 28,187
1,635 7,905
1,635 7,905
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For the year ended 31 December 2021

- F+ZA=+—RLFE

Cocoon Holdings Limited (the “Company”) was incorporated in
the Cayman Islands as an exempted company and continued
in Bermuda with limited liability and its shares are listed
on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The address of its registered office is Walkers
Corporate (Bermuda) Limited, Park Place, 55 Par-la-Ville
Road, Third Floor, Hamilton HM 11, Bermuda. The principal
place of business of the Company is Room 14A, Fortune
House, 61 Connaught Road Central, Central, Hong Kong.
The principal activities of the Company are investments in
securities listed on recognised stock exchanges and unlisted
investments with a potential for earnings growth and capital
appreciation.

The investment objective of the Company is to achieve an
enhanced earnings stream and capital appreciation from its
investments.

The Company has adopted the following investment policies:

(i) the Company may, at its sole discretion, invest in any
securities, listed or unlisted, including warrants, money
market instruments, bank deposits, currency investments,
commodities, options, convertible securities, futures
contracts and precious metals or any other forms
of investments in securities which would enable the
Company to achieve good income or capital appreciation.

(ii) the Company may, for hedging purposes only, buy, write
or sell warrants, covered warrants, options or traded
options on its underlying investments. The Company
may also buy or sell futures contracts on stock indices or
shares (if any) as a means to hedge against adverse price
movements of its investments.

(iii

~

in order to hedge against interest rate risks, the Company
may enter into forward interest rate agreements, interest
rates and US treasury bond futures contracts and
interest rate swaps. The Company may also, for hedging
purpose only, purchase and write (sell) put or call options
or options on futures on interest rates. The Company
will only engage in transactions in options and futures
which are traded on a recognized securities or futures
exchange.
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(iv) cash pending investment, reinvestment or distribution will
be placed in bank deposits in any currency, obligations
of the United States or Hong Kong governments, their
respective agencies or instrumentalities, or securities and
other instruments denominated in any currency issued
by various governments or international development
agencies.

The Company may not:

(i) either on its own or in conjunction with any connected
person, take legal, or effective, management control of
any company or other entity in which it invests or controls
more than 30% (or such other percentage as may from
time to time be specified in the Takeovers Code as being
the level for triggering a mandatory general offer) of the
voting rights in such company or other entity; and

(ii) invest in any company or other entity if as a result, more
than 20% of the Company’s net asset value as at the date
of such investment would be invested in any one such
company or other entity.

These consolidated financial statements have been prepared
in accordance with International Financial Reporting
Standards (“IFRSs”), which in collective term includes all
International Financial Reporting Standards, International
Accounting Standards (“IASs”) and Interpretations issued by
the International Accounting Standards Board (the “IASB”)
and accounting principles generally accepted in Hong Kong.
These consolidated financial statements also comply with
the applicable disclosure provisions of the Rules Governing
the Listing of Securities on the Stock Exchange (the
“Listing Rules”) and with the disclosure requirements of the
Hong Kong Companies Ordinance (Cap. 622). Significant
accounting policies adopted by the Group are discussed
below.

The IASB has issued certain new and revised IFRSs that are
first effective or available for early adoption for the current
accounting period of the Group. Note 3 provides information
on any changes in accounting policies resulting from initial
application of these developments to the extent that they are
relevant to the Group for current and prior accounting periods
reflected in these consolidated financial statements.

For the year ended 31 December 2021
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For the year ended 31 December 2021
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The IASB has issued certain new and revised IFRSs
and amendments that are first effective or available for
early adoption for the current accounting period of the
Group. Below provides information on any changes in
accounting policies resulting from initial application of these
developments to the extent that they are relevant to the Group
for current and prior accounting periods reflected in these
consolidated financial statements.

The Group has applied the Amendments to Reference to the
Conceptual Framework in IFRS Standards and the following
amendments to IFRSs issued by the IASB for the first
time, which are mandatorily effective for the annual period
beginning on or after 1 January 2021 for the preparation of
the consolidated financial statements:

Amendments to IFRS 9, IAS 39, Interest rate benchmark
IFRS 7, IFRS 4 and IFRS 16 reform — phase 2

In addition, the Group has early applied Amendment to IFRS
16, COVID-19-Related Rent Concessions beyond 30 June
2021, which is effective for annual periods beginning on or
after 1 April 2021.

The application of the Amendments to References to
the Conceptual Framework in IFRS Standards and the
amendments to IFRSs in the current year has had no material
effect on the Group’s financial performance and positions for
the current and prior periods and/or on the disclosures set out
in these consolidated financial statements.

Other than the amendments to IFRS 16, COVID-19 Related
Rent Concessions, the Group has not applied any new and
revised IFRSs that have been issued but are not yet effective
for the financial year beginning 1 January 2021. These
new and revised IFRSs include the following which may be
relevant to the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR M R

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

IFRS 17

Amendments to
IFRS 3

Amendments to IFRS
10 and IAS 28

Amendments to IAS 1
and IFRS Practice
Statement 2

Amendments to IAS 8

Amendments to
IAS 12

Amendments to

IAS 16
Amendments to

IAS 37
Amendment to IFRSs

Insurance Contracts and related
Amendments?
Reference to Conceptual Framework!

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

Disclosure of Accounting Policies?

Definition of Accounting Estimates?

Deferred Tax related to Assets and
Liabilities arising from a Single
Transaction?

Property, plant and Equipment:
Proceeds before Intended Use!
Onerous Contracts — Cost of Fulfilling

a Contract’

Annual Improvements to IFRSs 2018—

2020 cycle?

. Effective for annual periods beginning on or after 1 January 2022.

2 Effective for annual periods beginning on or after 1 January 2023.

e Effective for annual periods beginning on or after a date to be

determined.

The Group is in the process of making an assessment of
what the impact of these amendments and new standards
is expected to be in the period of initial application. So far it
has concluded that the adoption of them is unlikely to have a
significant impact on the consolidated financial statements.
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For the year ended 31 December 2021
E-Z-_—F+-A=t+—HILFE

These consolidated financial statements have been prepared
under the historical cost convention, unless mentioned
otherwise in the accounting policies below (e.g. certain
financial assets that are measured at fair value).

The preparation of financial statements in conformity
with IFRSs requires the use of certain critical accounting
estimates. It also requires management to exercise its
judgement in the process of applying the Group’s accounting
policies. The areas involving a higher degree of judgement
or complexity, or areas where assumptions and estimates
are significant to the consolidated financial statements are
disclosed in note 5.

The significant accounting policies applied in the preparation
of these consolidated financial statements are set out below:

The consolidated financial statements include the
financial statements of the Company and its subsidiaries
made up to 31 December. Subsidiaries are entities over
which the Group has control. The Group controls an entity
when it is exposed, or has rights, to variable returns from
its involvement with the entity and has the ability to affect
those returns through its power over the entity. The Group
has power over an entity when the Group has existing
rights that give it the current ability to direct the relevant
activities, i.e. activities that significantly affect the entity’s
returns.

When assessing control, the Group considers its potential
voting rights as well as potential voting rights held by
other parties, to determine whether it has control. A
potential voting right is considered only if the holder has
the practical ability to exercise that right.

Subsidiaries are consolidated from the date on which
control is transferred to the Group. They are de-
consolidated from the date the control ceases.

The gain or loss on the disposal of a subsidiary that
results in a loss of control represents the difference
between (i) the fair value of the consideration of the sale
plus the fair value of any investment retained in that
subsidiary and (ii) the Company’s share of the net assets
of that subsidiary plus any remaining goodwill relating
to that subsidiary and any related accumulated foreign
currency translation reserve.
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Intra-group transactions, balances and unrealised
profits are eliminated. Unrealised losses are also
eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies
of subsidiaries have been changed where necessary
to ensure consistency with the policies adopted by the
Group.

Non-controlling interests represent the equity in
subsidiaries not attributable, directly or indirectly, to
the Company. Non-controlling interests are presented
in the consolidated statement of financial position and
consolidated statement of changes in equity within
equity. Non-controlling interests are presented in the
consolidated statement of profit or loss and other
comprehensive income as an allocation of profit or loss
and total comprehensive income for the year between the
non-controlling interests and owners of the Company.

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

Changes in the Company’s ownership interest in a
subsidiary that do not result in a loss of control are
accounted for as equity transactions (i.e. transactions
with owners in their capacity as owners). The carrying
amounts of the controlling and non-controlling interests
are adjusted to reflect the changes in their relative
interests in the subsidiary. Any difference between
the amount by which the non-controlling interests are
adjusted and the fair value of the consideration paid or
received is recognised directly in equity and attributed to
the owners of the Company.

In the Company’s statement of financial position,
an investment in a subsidiary is stated at cost less
impairment loss, unless the investment is classified as
held for sale (or included in a disposal group that is
classified as held for sale).

For the year ended 31 December 2021
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2021
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Items included in the financial statements of each of
the Group’s entities are measured using the currency
of the primary economic environment in which the
entity operates (the “functional currency”). The
consolidated financial statements are presented in
Hong Kong dollars (“HK$”), which is the Company’s
functional and presentation currency.

Transactions in foreign currencies are translated into
the functional currency on initial recognition using the
exchange rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign currencies
are translated at the exchange rates at the end of
each reporting period. Gains and losses resulting
from this translation policy are recognised in profit or
loss.

Non-monetary items that are measured at fair
values in foreign currencies are translated using the
exchange rates at the dates when the fair values are
determined.

When a gain or loss on a non-monetary item
is recognised in other comprehensive income,
any exchange component of that gain or loss is
recognised in other comprehensive income. When a
gain or loss on a non-monetary item is recognised in
profit or loss, any exchange component of that gain or
loss is recognised in profit or loss.
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The results and financial position of all the Group
entities that have a functional currency different from
the Company’s presentation currency are translated
into the Company’s presentation currency as follows:

(i) Assets and liabilities for each statement of
financial position presented are translated at
the closing rate at the date of that statement of
financial position;

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

(iii) All resulting exchange differences are recognised
in the foreign currency translation reserve.

On consolidation, exchange differences arising
from the translation of the net investment in foreign
entities and of borrowings are recognised in the
foreign currency translation reserve. When a foreign
operation is sold, such exchange differences are
recognised in consolidated profit or loss as part of the
gain or loss on disposal.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at
the closing rate.

Property, plant and equipment are stated in the
consolidated statement of financial position at cost, less
subsequent accumulated depreciation and subsequent
accumulated impairment losses, if any.

For the year ended 31 December 2021
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For the year ended 31 December 2021
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Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic
benefits associated with the item will flow to the Group
and the cost of the item can be measured reliably. All
other repairs and maintenance are recognised in profit or
loss during the period in which they are incurred.

Depreciation of property, plant and equipment is
calculated at rates sufficient to write off their cost less
their residual values over the estimated useful lives on
a straight-line basis. The principal annual rates are as
follows:

Leasehold improvements Over the term of the lease
but not exceeding 5 years

Office equipment 20%

Furniture and fixtures 20%

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

The gain or loss on disposal of property, plant and
equipment is the difference between the net sales
proceeds and the carrying amount of the relevant asset,
and is recognised in profit or loss.

At inception of a contract, the Group assesses whether
the contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to
control the use of an identified asset for a period of time
in exchange for consideration. Control is conveyed where
the customer has both the right to direct the use of the
identified asset and to obtain substantially all of the
economic benefits from that use.
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At the lease commencement date, the Group
recognises a right-of-use asset and a lease liability,
except for short-term leases that have a lease term
of 12 months or less and leases of low-value assets
which, for the Group are primarily laptops and office
furniture. When the Group enters into a lease in
respect of a low-value asset, the Group decides
whether to capitalise the lease on a lease-by-lease
basis. The lease payments associated with those
leases which are not capitalised are recognised as an
expense on a systematic basis over the lease term.

Where the lease is capitalised, the lease liability is
initially recognised at the present value of the lease
payments payable over the lease term, discounted
using the interest rate implicit in the lease or, if that
rate cannot be readily determined, using a relevant
incremental borrowing rate. After initial recognition,
the lease liability is measured at amortised cost and
interest expense is calculated using the effective
interest method. Variable lease payments that do
not depend on an index or rate are not included in
the measurement of the lease liability and hence are
charged to profit or loss in the accounting period in
which they are incurred.

The right-of-use asset recognised when a lease
is capitalised is initially measured at cost, which
comprises the initial amount of the lease liability
plus any lease payments made at or before the
commencement date, and any initial direct costs
incurred. Where applicable, the cost of the right-
of-use assets also includes an estimate of costs to
dismantle and remove the underlying asset or to
restore the underlying asset or the site on which it is
located, discounted to their present value, less any
lease incentives received. The right-of-use asset
is subsequently stated at cost less accumulated
depreciation and impairment losses, except for
the right-of-use assets that meet the definition of
investment property are carried at fair value.

For the year ended 31 December 2021
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For the year ended 31 December 2021
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Right-of-use assets in which the Group is reasonably
certain to obtain ownership of the underlying leased
assets at the end of the lease term are depreciated
from commencement date to the end of the useful life.
Otherwise, right-of-use assets are depreciated on a
straight-line basis over the shorter of its estimated
useful life and the lease term.

Refundable rental deposits paid are accounted
under IFRS 9 and initially measured at fair value.
Adjustments to fair value at initial recognition are
considered as additional lease payments and
included in the cost of right-of-use assets.

The lease liability is remeasured when there is a
change in future lease payments arising from a
change in an index or rate, or there is a change in
the Group’s estimate of the amount expected to
be payable under a residual value guarantee, or
there is a change arising from the reassessment
of whether the Group will be reasonably certain to
exercise a purchase, extension or termination option.
When the lease liability is remeasured in this way,
a corresponding adjustment is made to the carrying
amount of the right-of-use asset, or is recorded in
profit or loss if the carrying amount of the right-of-use
asset has been reduced to zero.

The lease liability is also remeasured when there is
a change in the scope of a lease or the consideration
for a lease that is not originally provided for in the
lease contract (“lease modification”) that is not
accounted for as a separate lease. In this case the
lease liability is remeasured based on the revised
lease payments and lease term using a revised
discount rate at the effective date of the modification.
The only exceptions are any rent concessions which
arose as a direct consequence of the COVID-19
pandemic and which satisfied the conditions set out
in paragraph 46B of IFRS 16. In such cases, the
group took advantage of the practical expedient set
out in paragraph 46A of IFRS 16 and recognised
the change in consideration as if it were not a lease
modification.
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When the Group acts as a lessor, it determines at
lease inception whether each lease is a finance
lease or an operating lease. A lease is classified
as a finance lease if it transfers substantially all the
risks and rewards incidental to the ownership of an
underlying assets to the lessee. If this is not the case,
the lease is classified as an operating lease.

Financial assets and financial liabilities are recognised
in the consolidated statement of financial position when
the Group entity becomes a party to the contractual
provisions of the instrument.

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

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially
all the risks and rewards of ownership of the asset to
another entity. If the Group neither transfers nor retains
substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Group
recognises its retained interest in the asset and an
associated liability for amounts it may have to pay. If
the Group retains substantially all the risks and rewards
of ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds
received.
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The Group derecognises financial liabilities when, and
only when, the Group’s obligations are discharged,
cancelled or have expired. The difference between the
carrying amount of the financial liability derecognised
and the consideration paid and payable, including any
non-cash assets transferred or liabilities assumed, is
recognised in profit or loss.

Financial assets and liabilities are offset and the net
amount reported in the balance sheet when there is a
legally enforceable right to offset the recognised amounts
and there is an intention to settle on a net basis or realise
the asset and settle the liability simultaneously. The
legally enforceable right must not be contingent on future
events and must be enforceable in the normal course
of business and in the event of default, insolvency or
bankruptcy of the company or the counterparty.

All regular way purchases or sales of financial assets
are recognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets
within the time frame established by regulation or
convention in the marketplace. All recognised financial
assets are measured subsequently in their entirety at
either amortised cost or fair value, depending on the
classification of the financial assets.
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Debt investments held by the Group are classified into
one of the following measurement categories:

(i) amortised cost, if the investment is held for the
collection of contractual cash flows which represent
solely payments of principal and interest. Interest
income from the investment is calculated using the
effective interest method.

(i) Fair value through other comprehensive income
(“FVTOCI”) — recycling, if the contractual cash
flows of the investment comprise solely payments
of principal and interest and the investment is held
within a business model whose objective is achieved
by both the collection of contractual cash flows and
sale. Changes in fair value are recognised in other
comprehensive income, except for the recognition
in profit or loss of expected credit losses, interest
income (calculated using the effective interest
method) and foreign exchange gains and losses.
When the investment is derecognised, the amount
accumulated in other comprehensive income is
recycled from equity to profit or loss.

(iii) FVTPL if the investment does not meet the criteria
for being measured at amortised cost or FVTOCI
(recycling). Changes in the fair value of the
investment (including interest) are recognised in profit
or loss.

An investment in equity securities is classified as FVTPL
unless the equity investment is not held for trading
purposes and on initial recognition of the investment the
Group makes an election to designate the investment at
FVTOCI (non-recycling) such that subsequent changes in
fair value are recognised in other comprehensive income.
Such elections are made on an instrument-by-instrument
basis, but may only be made if the investment meets the
definition of equity from the issuer’s perspective. Where
such an election is made, the amount accumulated in
other comprehensive income remains in the fair value
reserve (non-recycling) until the investment is disposed
of. At the time of disposal, the amount accumulated in
the fair value reserve (non-recycling) is transferred to
retained earnings. It is not recycled through profit or
loss. Dividends from an investment in equity securities,
irrespective of whether classified as at FVTPL or FVTOCI,
are recognised in profit or loss as other income.
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For the year ended 31 December 2021
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A receivables is recognised when the Group has
unconditional right to receive consideration. A right to
receive consideration is unconditional if only the passage
of time is required before payment of that consideration
is due. If revenue has been recognised before the Group
has an unconditional right to receive consideration, the
amount is presented as a contract asset.

Other receivables are stated at amortised cost using the
effective interest method less allowance for credit losses.

For the purpose of the statement of cash flows, cash
and cash equivalents represent cash at bank and on
hand, demand deposits with banks and other financial
institutions, and short-term highly liquid investments
which are readily convertible into known amounts of
cash and subject to an insignificant risk of change in
value, having been within three months of maturity at
acquisition. Bank overdrafts which are repayable on
demand and form an integral part of the Group’s cash
management are also included as a component of cash
and cash equivalents. Cash and cash equivalents are
assessed for ECL.

Financial liabilities and equity instruments issued by a
group entity are classified as either financial liabilities
or as equity in accordance with the substance of the
contractual arrangements and the definitions of a financial
liability and an equity instrument under IFRSs. The
accounting policies adopted for specific financial liabilities
and equity instruments are set out below.

Borrowings are recognised initially at fair value, net of
transaction costs incurred, and subsequently measured at
amortised cost using the effective interest method.

Borrowings are classified as current liabilities unless
the Group has an unconditional right to defer settlement
of the liability for at least 12 months after the reporting
period.
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Other payables are recognised initially at their fair value
and subsequently measured at amortised cost using the
effective interest method unless the effect of discounting
would be immaterial, in which case they are stated at
cost.

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

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

Dividend income is recognised when the shareholders’
rights to receive payment are established.

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

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

The Group contributes to defined contribution
retirement schemes which are available to all
employees. Contributions to the schemes by the
Group and employees are calculated as a percentage
of employees’ basic salaries. The retirement benefit
scheme cost charged to profit or loss represents
contributions payable by the Group to the funds.

Termination benefits are recognised at the earlier of
the dates when the Group can no longer withdraw
the offer of those benefits, and when the Group
recognises restructuring costs and involves the
payment of termination benefits.
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For the year ended 31 December 2021
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Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which
are assets that necessarily take a substantial period
of time to get ready for their intended use or sale, are
capitalised as part of the cost of those assets, until
such time as the assets are substantially ready for their
intended use or sale. Investment income earned on the
temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the
borrowing costs eligible for capitalisation.

To the extent that funds are borrowed generally and
used for the purpose of obtaining a qualifying asset,
the amount of borrowing costs eligible for capitalisation
is determined by applying a capitalisation rate to the
expenditures on that asset. The capitalisation rate is the
weighted average of the borrowing costs applicable to the
borrowings of the Group that are outstanding during the
period, other than borrowings made specifically for the
purpose of obtaining a qualifying asset.

Any specific borrowing that remain outstanding after
the related asset is ready for its intended use or sale is
included in the general borrowing pool for calculation of
capitalisation rate on general borrowings.

All other borrowing costs are recognised in profit or loss
in the period in which they are incurred.

A government grant is recognised when there is
reasonable assurance that the Group will comply with
the conditions attaching to it and that the grant will be
received.

Government grants that become receivable as
compensation for expenses or losses already incurred
or for the purpose of giving immediate financial support
to the Group with no future related costs are recognised
in profit or loss in the period in which they become
receivable. Such grants are presented under “other
income”.
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Income tax represents the sum of the current tax and
deferred tax.

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from profit recognised
in profit or loss because it excludes items of income or
expense that are taxable or deductible in other years
and it further excludes items that are never taxable
or deductible. The Group’s liability for current tax is
calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting period.

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

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, except where the Group is able to control
the reversal of the temporary difference and it is probable
that the temporary difference will not reverse in the
foreseeable future.

The carrying amount of deferred tax assets is reviewed
at the end of each reporting period and reduced to the
extent that it is no longer probable that sufficient taxable
profits will be available to allow all or part of the asset to
be recovered.
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For the year ended 31 December 2021
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Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is
settled or the asset is realised, based on tax rates that
have been enacted or substantively enacted by the end
of the reporting period. Deferred tax is recognised in
profit or loss, except when it relates to items recognised
in other comprehensive income or directly in equity, in
which case the deferred tax is also recognised in other
comprehensive income or directly in equity.

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

For the purposes of measuring deferred tax for leasing
transactions in which the Group recognises the right-of-
use assets and the related lease liabilities, the Group first
determines whether the tax deductions are attributable to
the right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies
HKAS 12 requirements to right-of-use assets and lease
liabilities separately. Temporary differences relating to
right-of-use assets and lease liabilities are not recognised
at initial recognition and over the lease terms due to
application of the initial recognition exemption.

Deferred tax assets and liabilities are offset when there
is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to
income taxes levied by the same taxation authority and
the Group intends to settle its current tax assets and
liabilities on a net basis.
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The carrying amounts of non-financial assets are
reviewed at each reporting date for indications of
impairment and where an asset is impaired, it is written
down as an expense through the consolidated statement
of profit or loss to its estimated recoverable amount.
The recoverable amount 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. If this is the case, recoverable amount
is determined for the cash-generating unit to which the
asset belongs. Recoverable amount is the higher of value
in use and the fair value less costs of disposal of the
individual asset or the cash-generating unit.

Value in use is the present value of the estimated future
cash flows of the asset/cash-generating unit. Present
values are computed using pre-tax discount rates that
reflect the time value of money and the risks specific to
the asset/cash-generating unit whose impairment is being
measured.

Impairment losses for cash-generating units are allocated
first against the goodwill of the unit and then pro rata
amongst the other assets of the cash-generating unit.
Subsequent increases in the recoverable amount caused
by changes in estimates are credited to profit or loss to
the extent that they reverse the impairment.

The Group recognises a loss allowance for ECL on
financial assets which are subject to impairment under
IFRS 9 (including other receivables, loan notes, due from
securities brokers and bank balances). The amount of
ECL is updated at each reporting date to reflect changes
in credit risk since initial recognition of the respective
financial instrument.

Lifetime ECL represents the ECL that will result from
all possible default events over the expected life of a
financial instrument. In contrast, 12-month ECL (“12m
ECL”) represents the portion of lifetime ECL that is
expected to result from default events on a financial
instrument that are possible within 12 months after the
reporting date.
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For the year ended 31 December 2021
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The Group always recognises lifetime ECL for other
receivables, loan notes and due from securities brokers,
and measures the lifetime ECL for portfolios of other
receivables, loan notes and due from securities brokers
that share similar economic risk characteristics. The
ECL on these assets are estimated using an analysis of
assets by risk level of customers and apply a probability-
weighted estimate of the credit losses within the relevant
risk type. The probability-weighted estimates of the credit
losses is determined based on the Group’s historical
credit loss experience, adjusted for factors that are
specific to the debtors, general economic conditions and
an assessment of both the current as well as the forecast
direction of conditions at the reporting date, including time
value of money where appropriate.

For all other financial instruments, the Group recognises
lifetime ECL when there has been a significant increase
in credit risk since initial recognition. However, if the
credit risk on the financial instrument has not increased
significantly since initial recognition, the Group measures
the loss allowance for that financial instrument at an
amount equal to 12-month ECL.

Lifetime ECL represents the ECL that will result from
all possible default events over the expected life of a
financial instrument. In contrast, 12m ECL represents
the portion of lifetime ECL that is expected to result from
default events on a financial instrument that are possible
within 12 months after the reporting date.
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In assessing whether the credit risk on a financial
instrument has increased significantly since initial
recognition, 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. In making
this assessment, the Group considers both quantitative
and qualitative information that is reasonable and
supportable, including historical experience and forward-
looking information that is available without undue cost or
effort. Forward-looking information considered includes
the future prospects of the industries in which the
Group’s debtors operate, obtained from financial analysts
and governmental bodies, as well as consideration of
various external sources of actual and forecast economic
information that relate to the Group’s core operations.

In particular, the following information is taken into
account when assessing whether credit risk has
increased significantly since initial recognition:

— an actual or expected significant deterioration in the
financial instrument’s external (if available) or internal
credit rating;

— significant deterioration in external market indicators
of credit risk for a particular financial instrument;

— existing or forecast adverse changes in business,
financial or economic conditions that are expected to
cause a significant decrease in the debtor’s ability to
meet its debt obligations;

— an actual or expected significant deterioration in the
operating results of the debtor;

— significant increases in credit risk on other financial
instruments of the same debtor; and

— an actual or expected significant adverse change
in the regulatory, economic, or technological
environment of the debtor that results in a significant
decrease in the debtor’s ability to meet its debt
obligations.

For the year ended 31 December 2021
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For the year ended 31 December 2021
T F+ZA=+—HILFE

Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk on a financial
asset has increased significantly since initial recognition
when contractual payments are more than 30 days past
due, unless the Group has reasonable and supportable
information that demonstrate otherwise.

Despite the foregoing, the Group assumes that the
credit risk on a financial instrument has not increased
significantly since initial recognition if the financial
instrument is determined to have low credit risk at the
reporting date.

A financial instrument is determined to have low credit
risk if (i) the financial instrument has a low risk of default
(i.e. no default history); (ii) the borrower has a strong
capacity to meet its contractual cash flow obligations in
the near term; and (iii) adverse changes in economic and
business conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower to fulfil its
contractual cash flow obligations. The Group considers a
financial asset to have low credit risk when the asset has
external credit rating of “investment grade” in accordance
with the globally understood definition or if an external
rating is not available, the asset has an internal rating
of “performing”. Performing means that the counterparty
has a strong financial position and there is no past due
amounts.

The Group regularly monitors the effectiveness of
the criteria used to identify whether there has been a
significant increase in credit risk and revises them as
appropriate to ensure that the criteria are capable of
identifying significant increase in credit risk before the
amount becomes past due.
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The Group considers the following as constituting an
event of default for internal credit risk management
purposes as historical experience indicates that
receivables that meet either of the following criteria are
generally not recoverable:

— when there is a breach of financial covenants by the
counterparty; or

— information developed internally or obtained from
external sources indicates that the debtor is unlikely
to pay its creditors, including the Group, in full
(without taking into account any collaterals held by
the Group).

Irrespective of the above analysis, the Group also
considers that default has occurred when the instrument
is more than 90 days past due unless the Group has
reasonable and supportable information to demonstrate
that a more lagging default criterion is more appropriate.

A financial asset is credit-impaired when one or more
events that have a detrimental impact on the estimated
future cash flows of that financial asset have occurred.
Evidence that a financial asset is credit-impaired includes
observable data about the following events:

— significant financial difficulty of the issuer or the
counterparty;

— a breach of contract, such as a default or past due
event;

— the lender(s) of the counterparty, for economic or
contractual reasons relating to the counterparty’s
financial difficulty, having granted to the counterparty
a concession(s) that the lender(s) would not
otherwise consider;

— it is becoming probable that the counterparty will
enter bankruptcy or other financial reorganisation; or

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

For the year ended 31 December 2021
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For the year ended 31 December 2021
E-Z-_—F+-A=t+—HILFE

The Group writes off a financial asset when there is
information indicating that the counterparty is in severe
financial difficulty and there is no realistic prospect
of recovery, e.g. when the counterparty has been
placed under liquidation or has entered into bankruptcy
proceedings, or in the case of trade and loan receivables,
when the amounts are past due over one year, whichever
is earlier. Financial assets written off may still be subject
to enforcement activities under the Group’s recovery
procedures, taking into account legal advice where
appropriate. Any recoveries made are recognised directly
in profit or loss.

The measurement of expected credit losses is a function
of the probability of default, loss given default (i.e.
the magnitude of the loss if there is a default) and the
exposure at default. The assessment of the probability of
default and loss given default is based on historical data
adjusted by forward-looking information as described
above. As for the exposure at default, for financial assets,
this is represented by the assets’ gross carrying amount
at the reporting date; for financial guarantee contracts,
the exposure includes the amount drawn down as at
the reporting date, together with any additional amounts
expected to be drawn down in the future by default
date determined based on historical trend, the Group’s
understanding of the specific future financing needs of the
debtors, and other relevant forward-looking information.

For financial assets, the expected credit loss is estimated
as the difference between all contractual cash flows that
are due to the Group in accordance with the contract
and all the cash flows that the Group expects to receive,
discounted at the original effective interest rate. For a
lease receivable, the cash flows used for determining the
expected credit losses is consistent with the cash flows
used in measuring the lease receivable in accordance
with IFRS 16.
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For a financial guarantee contract, as the Group is
required to make payments only in the event of a
default by the debtor in accordance with the terms of
the instrument that is guaranteed, the expected loss
allowance is the expected payments to reimburse the
holder for a credit loss that it incurs less any amounts that
the Group expects to receive from the holder, the debtor
or any other party.

If the Group has measured the loss allowance for a
financial instrument at an amount equal to lifetime ECL
in the previous reporting period, but determines at the
current reporting date that the conditions for lifetime
ECL are no longer met, the Group measures the loss
allowance at an amount equal to 12-month ECL at
the current reporting date, except for assets for which
simplified approach was used.

Where lifetime ECL is measured to cater for cases
where evidence of significant increase in credit risk at
the individual instrument level may not yet be available.
The financial instruments are The Group recognises an
impairment gain or loss in profit or loss for all financial
instruments with a corresponding adjustment to their
carrying amount through a loss allowance account, except
for investments in debt instruments that are measured
at FVTOCI, for which the loss allowance is recognised
in other comprehensive income and accumulated in the
investment revaluation reserve, and does not reduce the
carrying amount of the financial asset in the statement of
financial position.

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

WM BREREAME  BRAKEERER
BABKNBERT  REZTEERZIGRK
EHA R WERERRESERRMEL
MEEBREEREANRE HELAKE
BHRERBAEA BEEHANTHEM
AT WEREERE2FR ©

HAEBERA —RENEZERAN 2 HEH
EEBENSHEAESR T ANBEER -
BERAREAMNEETEIERE 2 HARYE
EBEBRNGSE  AIXNKESRARE A MR
EFRRT_EARMEEEENESRAESR
B ERBBETENEERI -

fird ORI S RB B R A E R T A EERER KR
E%E*Wﬁ%%%ﬁ%%%%ﬁ°$ﬁl
BBERMATE S/ T A BRI E KK
BE TEBEBRBEAERERS ZIREEE
HEEAE  ERAREREtEEKET
FAENEETEARE(EBERERAR
Hit2ml s Retst ARBEGHE) R
Sh BRR A ERMEBEERMHEMRAR T O
HE -

Annual Report 2021F 3



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR MR

For the year ended 31 December 2021
HE_Z-_—F+-A=+—HILFE

Provisions are recognised for liabilities of uncertain fisd & AN & BMEFEEMAETHRBERE
timing or amount when the Group has a present legal %W‘XT’&E%%& BT E SR AL B R
or constructive obligation arising as a result of a past Az MBS EA] AR S (g
event, it is probable that an outflow of economic benefits aJr Femz T ECHE B SETIRRE
will be required to settle the obligation and a reliable THAEE WREEREEESE A K
estimate can be made. Where the time value of money is BT EEME X HABEETRERE -

material, provisions are stated at the present value of the
expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic HEBITEBTARAIREEREEZ R L
benefits will be required, or the amount cannot be ARAZBGH BTN FEMMAE - Bl
estimated reliably, the obligation is disclosed as a ZEBRBELANAEE - FRIER LA A et
contingent liability, unless the probability of outflow is BN BIYERIGR © ATREAIENE TN FEEE
remote. Possible obligations, whose existence will only BeimiA — EBERKEENE AN TEE
be confirmed by the occurrence or non-occurrence of one FUBE  NeRHBEAXBEE  BRIERD
or more future events are also disclosed as contingent B AT BEMEAR /N - BIYERIGR o

liabilities unless the probability of outflow is remote.

A related party is a person or entity that is related to the BB R EAREEFANEANELRS -
Group.
(A) A person or a close member of that person’s family is (A) AR LA TERER - B E A k8%
related to the Group if that person: &l A B8R 2 40 B R JZEX = RN sl
s
(i) has control or joint control over the Group; (i) ¥ANEEE 6=k /6
(i) has significant influence over the Group; or (i) HSEAEEEBEATE ; 0
(iii) is a member of the key management personnel of (i) ERARBHARRTRAINERE
the Company or of a parent of the Company. BAEMKE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

(i) The entity and the Company are members of
the same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others).

(ii) One entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is a
member).

(iii) Both entities are joint ventures of the same third
party.

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

(v) The entity is a post-employment benefit plan for
the benefit of employees of either the Group or an
entity related to the Group. If the Group is itself
such a plan, the sponsoring employers are also
related to the Group.

(vi) The entity is controlled or jointly controlled by a
person identified in (A).

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

(viii)The entity, or any member of a group of which it is a
part, provides key management personnel services
to the Company or to a parent of the Company.

e ISR M R

For the year ended 31 December 2021
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For the year ended 31 December 2021
T F+ZA=+—HILFE

Events after the reporting period that provide additional
information about the Group’s position at the end of the
reporting period or those that indicate the going concern
assumption is not appropriate are adjusting events and
are reflected in the consolidated financial statements.
Events after the reporting period that are not adjusting
events are disclosed in the notes to the consolidated
financial statements when material.

In the process of applying the accounting policies, the
directors have made the following judgements that have the
most significant effect on the amounts recognised in the
consolidated financial statements (apart from those involving
estimations, which are dealt with below).

As mentioned in note 24 to the consolidated financial
statements, the Group had subscribed 20% equity interest
of an Anguilla incorporated private entity, Perfect Path
Limited (the “Perfect Path”). Despite the Group holds
20% of the voting power in Perfect Path, the unlisted
equity investment is designated at financial assets at
FVTOCI but not an associate under IAS 28 “Investments
in Associates and Joint Ventures”. The management is
of the opinion that the Group does not have significant
influence over Perfect Path as (i) the Group has no right
to be represented in the board of directors of Perfect
Path; and (ii) the remaining equity interest, being 80%
equity interest of Perfect Path is owned by another single
shareholder other than the Group.

ECL are measured as an allowance equal to 12-month
ECL for stage 1 assets, or lifetime ECL for stage 2 or
stage 3 assets. An asset moves to stage 2 when its credit
risk has increased significantly since initial recognition.
IFRS 9 does not define what constitutes a significant
increase in credit risk. In assessing whether the credit risk
of an asset has significantly increased the Group takes
into account qualitative and quantitative reasonable and
supportable forward looking information.
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The key assumptions concerning the future, and other key
sources of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year, are discussed below.

The unlisted investments of the Group designated at
financial assets at FVTOCI have been valued under
market approach using the unobservable inputs such
as prices and other relevant information generated
by market transaction and discount of lack of control.
These valuations require the management to make such
estimation, and hence they are subject to uncertainty.
The fair value of the unlisted investments at 31 December
2021 was approximately HK$25,545,000 (2020:
HK$30,600,000). Further details are set out in note 24 to
the consolidated financial statements.

The Group makes provision for impairment of loan notes
based on assumptions about risk of default and expected
loss rates. The Group uses judgement in making these
assumptions and selecting the inputs to the impairment
calculation, based on the Group’s past history, existing
market conditions as well as forward—looking estimates at
the end of reporting period. The amount of the impairment
loss based on ECL model is measured at the difference
between all contractual cash flows that are due to the
Group in accordance with the contract and all the cash
flows that the Group expects to receive, discounted at the
effective interest rate determined at initial recognition.
Where the future cash flows are less than expected, or
being revised downward due to changes in facts and
circumstances, a material impairment loss may arise.

During the year, impairment losses of approximately
HK$1,801,000 (2020: HK$$11,931,000) and no
impairment (2020: HK$1,592,000) had been recognised
on loan notes and deposits and other receivables
respectively.

For the year ended 31 December 2021
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For the year ended 31 December 2021
E-Z-_—F+-A=t+—HILFE

The Group’s activities expose it to a variety of financial risks:
foreign exchange risk, price risk, credit risk, interest rate
risk and liquidity risk. The Group’s overall risk management
programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on
the Group’s financial performance. The board of directors
review and agree policies for managing each of these risks

and they are summarised below.

The Group has certain exposure to foreign currency risk
as certain of the Group’s bank balances and listed equity
securities are denominated in United State dollar (“US$”).

The Group considers the risk exposure to foreign
currency fluctuation is limited as long as the HK$ remains
pegged to the US$. This analysis is performed on the

same basis for the prior year.

The Group currently does not have a foreign currency
hedging policy in respect of foreign currency transactions,
assets and liabilities. The Group will monitor its foreign
currency exposure closely and will consider hedging
significant foreign currency exposure should the need

arise.

As set out in note 23 to the consolidated financial
statements, the Group’s listed investments were
designated at financial assets at FVTPL are measured at
fair value at the end of each reporting period. Therefore,
the Group’s investments in listed equity securities are
exposed to equity price risk. The management manages
this exposure by monitoring the change of market prices
of the equity from time to time, and by maintaining a

portfolio of investments with different risk profiles.

The sensitivity analysis has been determined based on
the exposure to equity price risk. As at 31 December
2021, if the fair value of the Group’s listed investments
designated at financial assets at FVTPL had been 5%
higher/lower while all other variables were held constant,
the Group’s loss before tax would decrease/increase by

approximately HK$3,097,000 (2020: HK$2,347,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

The carrying amount of other receivables, deposits, loan
notes, due from securities brokers and bank balances
included in the statement of financial position represents
the Group’s maximum exposure to credit risk in relation to
the Group’s financial assets.

The Group has certain exposure to concentrations of
credit risk. As at 31 December 2021, the Group has
significant concentrations of credit risk as the Group’s
100% (2020: 100%) of the carrying amount of loan notes
were subscribed from three issuers (2020: four issuers).

In order to minimise credit risk, the Group has delegated
its finance team to develop and maintain the Group’s
credit risk grading to categories exposures according to
their degree of risk of default. The finance team uses
publicly available financial information and the Group’s
own historical repayment records to rate its major
debtors. The Group’s exposure and the credit rating of
its counterparties are continuously monitored and the
aggregate value of transactions concluded is spread
amongst approved counterparties.

e ISR M R
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For the year ended 31 December 2021
T F+ZA=+—HILFE

The Group’s current credit risk grading framework AREEBREEERRIRERBFEIATE
comprises the following categories: Al
Category Definition Basis of recognising ECL
5l B BHFEBRNEIESE
Performing The counterparty has a low risk of default and does not 12m ECL
have any past-due amounts
Ruf RSEFEORRIK - B I & (F 8 B 3R08 T EREHEEER
Doubtful There has been a significant increase in credit risk since Lifetime ECL not credit impaired
initial recognition
7 5t = 5 E R B 740 T 7R DA 2R K 0 15 AN 2HEREEEE  EEERE
In default There is evidence indicating the asset is credit impaired Lifetime ECL credit impaired
EH FREBRXRBPEEFERE 2HREHEEERE  FERE
Write-off There is evidence indicating that the debtor is in severe Amount is written off

financial difficulty and the Group has no realistic prospect
of recovery

i £ EREBRRAGKAGREN RS AEEAERER EEEX MENE

W B 31 IE
For other receivables and deposits, the directors of the MEMEWRRIERIZESNS AARESE
Company make periodic collective assessments as well HA S0 5 P UG SR IB R IR & Y AT IR B 3R [ AT
as individual assessments on the recoverability of other BRRENFE BMERZ=Z—F+=A
receivables and deposits. There was no ECL of other —t+—HRE+_@AAEHEEESEEXHM
receivables and deposits made (2020: HK$1,592,000) as Hipfe e A R R SEHEREEER(Z
at 31 December 2021 under 12m ECL model. T T F 1,592,000 7C) °
The Group measures loss allowances for loan notes AEEEERRE2HEHRHEEBEN S ET
at an amount equal to lifetime ECLs. As the Group’s %‘gﬁ?ﬁﬂgﬂaﬁﬁ cHRASEMBITRE
historical credit loss experience does not indicate EFELBRERPIrRAEBACHTERZT
significantly different loss patterns for different debtors, AHERER  WERBHBERNEEEG
the loss allowance based on past due status is not further WHERAEEZEBAZEEE—FED -

distinguished between the Group’s different debtors.
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The following table provides information about the
Group’s exposure to credit risk and ECLs for loan notes
as at 31 December 2021:

Current (not past due) BV HA (K 360 H)

Expected loss rates are based on actual loss experience
over the past three years. These rates are adjusted
to reflect differences between economic conditions
during the period over which the historic data has been
collected, current conditions and the Group’s view of
economic conditions over the expected lives of the loan
notes.

The credit risk on amounts due from securities brokers is
limited because the counterparties are well-established
securities broker firms in Hong Kong which are subject
to compliance requirement under Securities and Futures
(Client Money) Rules.

The credit risk on bank balances is limited because the
counterparties are banks with high credit-ratings assigned
by international credit-rating agencies.

The Group’s loan notes, amounts due from/to securities
brokers, convertible bonds and promissory notes bear
interests at fixed interest rates and therefore are subject
to fair value interest rate risks.

The Group’s cash flow exposure to interest-rate risk
arises from its bank deposits. These bank deposits bear
interests at floating rates varied with the then prevailing
market condition.

For the year ended 31 December 2021
HE-_T-—F+-A=t+—BLLFE

TRE#EBAEER-T-—45+- 4
SH-BrEREEERARREHEEE
B AR

Expected loss Gross carrying

rate amount Loss allowance
FEHEEE BEEE EEEE
% HK$’'000 HK$’000

% FH& T THT

2.96% 80,627 (2,390)

BHEREEXDERNBE=FNEREELR
S - ZF L RE BRI E B E IR
Z BB R BN - TR A R AR KB
EXEBERAFHARLERARZBEZNT
B

EWEZCLEKENEERREARD
REXZGHTFTREBZLANESFLRTT  HAE
Ha(BrkBE(FERPFE)RIDNARRA

E °

RITESRNEERAREARN BARARSY
FEREREATARBERTRSEENR
HERTT o

AEBNERRE  BRENBEFELER
18 - AR AE 5 KA R EE A R E A
A EEAREMNERER -

i

AREBERTREME RO EERIREBRITHE
o R FRITHEFIZIBIRIE E BT 5 AR 0 2L

Annual Report 2021F 3



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR MR

For the year ended 31 December 2021
HE_Z-_—F+-A=+—HILFE

BEXFEI  RBERR AKELE

Except as stated above, the Group does not have other

significant interest-bearing assets and liabilities at the RGN ﬁ?&’%ﬁ H g &
end of reporting period, its income and operating cash EHEEREAREBIAT S EES - /A
flows are substantially independent of changes in market RMBHNENEEAEEHF T H ISR
interest rates. Sensitivity analysis on cash flow interest M EREREBREANTE  Eitt - WEFRE

rate risk has not been presented as the reasonably &R EF R R R BN AT o
possible changes in market interest rate will not have

significant impact on the Group’s financial statements.

AEENBAREHNERANARBRTEE
DHERCAEREEFEAEHEE - DOn
Eﬁg%&ﬁ%m@§§%g°

The Group’s policy is to regularly monitor current
and expected liquidity requirements to ensure that it
maintains sufficient reserves of cash to meet its liquidity
requirements in the short and longer term.

The maturity analysis based on contractual undiscounted AEENFTESHEBEREBES ORITRIR
cash flows of the Group’s non-derivative financial EREFMEMEIBASTHAT :
liabilities is as follows:
On demand
and less than Between Between
1year 1and2years 2and5years Over5years
RERRK
PR—F —E_f —ZRE EENE
HK$'000 HK$’'000 HK$'000 HK$'000
FHT FTHT FTHT FHEIT
At 31 December 2021 R=-B=--%
+=—A=+-H
Due to securities brokers FE & H &R 48 X IA 1,087 — — —
Other payables and accruals H fth & 1~ 5/ IH K&
i EA 2,066 — — —
Lease liabilities HEBE 300 213 — —
Promissory notes e e 8,025 1,028 14,414 —
11,478 1,241 14,414 —
At 31 December 2020 R-ZZ=-2fF
+=—B=+-—~H
Due to securities brokers JES 55 5 A4S 40 FR A 1,701 — — —
Other payables and accruals H fth FE S 5k IE
&5t & 732 — — —
Lease liabilities HEBE 213 — — —
Promissory notes XN 1,491 7,911 15,441 —
4,137 7,911 15,441 —
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR M R

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

2021 2020
—®--% —eo%5
HK$’000 HK$’000
FER T T
Financial assets: cRMEE:
Financial assets at amortised cost BRBEGEHRAGTENSREE 80,071 107,211
Financial assets at FVTPL BEAREREZR
D REEE 61,938 46,944
Financial assets at FVTOCI EAREREMAZEKEYERZ
S REE 25,545 30,600
Financial liabilities: TREE:
Financial liabilities at amortised cost RESKATENSHARE 23,376 22,577

The carrying amounts of the Group’s financial assets
and financial liabilities as reflected in the consolidated
statement of financial position approximate their
respective fair values.

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The
following disclosures of fair value measurements use a fair
value hierarchy that categorises into three levels the inputs to
valuation techniques used to measure fair value:

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

Level 2 inputs: inputs other than quoted prices included within
Level 1 that are observable for the asset or liability, either

directly or indirectly.

Level 3 inputs: unobservable inputs for the asset or liability.

RAEVBRARAMRBAEBRCREER
cRIBENEOSEEBEOESBENAAE -

AREREMB2HEECHEAEENE TR
FoHE-IBEEMER 'Hi%iiﬂ%—lﬁﬁﬁﬁﬁ
EXNMER UTRAABHEREERAAAE
BIX - SARESEMERNGEERTE AEBES
HR=EER -

il

m-

tl

F-BREAERAKEEFERERIRGHE
REEXABEERTS EREHENRE -

F_BREANEZKRE—BRASHREINEEE
EFRBEEEXRAERTERNGAE -

E—ERBANECHBEESARENTAEBERS
N

Annual Report 2021F 3



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR MR

For the year ended 31 December 2021
HE_Z-_—F+-A=+—HILFE

The Group’s policy is to recognise transfers into and transfers AEBENBRAESHBELEE RNEREBNIG
out of any of the three levels as of the date of the event or MEESHNBEHBRARAEAREL =@ AR
change in circumstances that caused the transfer. o] — & -
2021
—E=-—F
Level 1 Level 2 Level 3 Total
E—EBX E-EX E=ZEBRX B
HK$°000 HK$’000 HK$’000 HK$°000
FER FER FER FER
Recurring fair value REMERAAEBETE
measurements:
Financial assets at FVTPL RARERERZPIIR
ZERMEE
Equity securities held for R GMEHEOERE

trading at market value listed % RmiBERBR " R

in Hong Kong and the United BEARARER LT

States 61,938 — — 61,938
Equity investments designated 18 7F A& A R ED E M

at financial assets at FVTOCI & & W 2551 8F 2 £ &t

BERNERKRE — — 25,545 25,545
Total recurring fair value KEHEARBEAERRE
measurements 61,938 — 25,545 87,483
2020
—E_TF
Level 1 Level 2 Level 3 Total
—E Rk F-EKX E=ZEX 4=
HK$'000 HK$'000 HK$'000 HK$’000
FHET FH&ET FH&ET FH&ET
Recurring fair value REEAAEE:
measurements:
Financial assets at FVTPL BEAREREBERZDPIER
ZEMEE
Equity securities held for R GMEAOERE

trading at market value listed 5 RmiGEHE " R
in Hong Kong and the United EEREREM
States 46,944 — — 46,944
Equity investments designated 15E A AR ERHE M
at financial assets at FVTOCI & @& Y2551 8F 2 £ &t
BEMNERKTE — — 30,600 30,600

Total recurring fair value KEMARBEFNEAE
measurements 46,944 — 30,600 77,544
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

During the years ended 31 December 2021 and 2020,
there were no transfer of financial assets from Level 3 to

other levels of hierarchy.

The following table presents the movements in Level 3

instruments of the Group during the year.

At 1 January =

Total gains or losses recognised B

— in profit or loss (included in revenue — %
and other gains and losses)

— in other comprehensive income — R
(expenses)

At 31 December R+=

At 1 January =

Total gains or losses recognised [

— in profit or loss (included in revenue — R

and other gains and losses)

— in other comprehensive income — R
Disposals aelc=

At 31 December i

e ISR M R

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

REBEZE_Z-_—FR_ZF_ZTF+=A
=+—HLEFE WEF=ZEANEMEE
BIREEMER -
TRIVBMRAFEAN  AREE=EFRITE
MEE -
2021
—E=-—F
Convertible Equity
bonds investments
designated designated
at financial at financial
assets at assets at
FVTPL FVTOCI Total
BEH
EER BAn{E
BAORE REMEZE
74 18 25 B 51 BR g 3 51 B
ZEMEE ZEMEE
B T B R fE 5 WEZERE B
HK$°000 HK$°000 HK$°000
FERT FET FET
— 30,600 30,600
— (5,055) (5,055)
— 25,545 25,545
2020
— T4
Convertible Equity
bonds investments
designated designated
at financial at financial
assets at assets at
FVTPL FVTOCI Total
BER
B E R RARE
BEARE REfh 2
718 25 B 51 B g 52 51 B
ZEMEE 2O MAE
B A] 8 (R 5 HERRE R
HK$°000 HK$’000 HK$’000
FH& T FHE T FHT
19,520 29,400 48,920
(504) — (504)
— 1,200 1,200
(19,016) — (19,016)
— 30,600 30,600
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR MR

For the year ended 31 December 2021
HE_Z-_—F+-A=+—HILFE

The Group’s directors are responsible for the fair value
measurements of assets and liabilities required for
financial reporting purposes, including Level 3 fair value
measurements.

For Level 3 fair value measurements, the Group
engaged independent valuation experts with recognised
professional qualifications and recent experience to
perform the valuations.

The valuation techniques used and the key inputs to the
Level 3 fair value measurements are set out below:

AEEEEARVMBBEMBENEEMNAR

AREFE BREE=ZERIAENE -

BRE=-EXRARENE AKECERA
ERAEXREREROKBNBLAHEFER
EITHE -

M ERET AR ESERA A ETE
BB B A BRI T

2021 2020
—E=— —E_FTF
Equity investments designated at financial assets Market Approach — Income Approach —
at FVTOCI Comparable transaction Discount cash flow method
EERAEAARERAEMZEWRRIIRZEREENE mHE AR 5% WANE — ReRITEIE
wRE
The information about the significant unobservable inputs FAE="ERAAEFEFFEANEENT
used in Level 3 fair value measurement is set out below. ARG AENEEHINAT -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

The fair value of the equity investments designated at
financial assets at FVTOCI is estimated using market
approach (2020: income approach). The inputs into the
valuation model as at 31 December 2021 were set out in
note 24 to the consolidated financial statements.

For management purposes, the Group’s business activity
is organised into a single operating segment, being
investments in securities listed on recognised stock
exchanges and unlisted investments with a potential for
earnings growth and capital appreciation. Accordingly, no
operating segment information to be presented.

The Company’s revenue is solely generated from, and
non-current assets are located in, Hong Kong, based on
the location of the relevant Group entities’ operations.

During the years ended 31 December 2021 and 2020,
there were no dividend income from the Group’s unlisted
investments.

e ISR M R

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

EEREAABREMEAKRZSERS & 5
BEMNERBENAABRAMEE(ZZ
TEF R mE)BE o R —F+ =
A=+—8 HEEENEGABHRNES Y
KM 5E24 ©

HREERN  AKRENEBESHAMKE
—REDH  IRENERATESFXZM L
MZRALEBRANERREANIEEE N
MFELETRE - Bt - AEIHREEDHLE
£ o

BREAEEABERNELMEL AAF
W2 BREEE BERBEEHLURE
B o

REBEE-_ZT-—"FEh_ZT_ZFF+_ A

ST HLEFER AEEMNFLTREY
EELARS WA -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR MR

For the year ended 31 December 2021
HE_Z-_—F+-A=+—HILFE

2021 2020
—EZ—F —ETFF
HK$’000 HK$’000
FERT THT
Interest income from: IATEBERFEBKA -
— bank deposits —IRITER — 1
— loan notes —BEREE 7,525 6,533
— convertible bonds designated at —EEAEBRAAERBER IR
financial assets at FVTPL ZEMEENARRKRES — 1,571
Dividend income from trading securities & FE & QA R ERIBFEIIERE 2
designated at FVTPL R BEHFFREBLA 171 30
7,696 8,135
2021 2020
—E-—F —EFF
HK$’000 HK$’000
FERT THT
Government grants (Note) IR AT #8 B (A7 3E) — 144
Sundry income IR A — 1
— 145
Note: et -
Government grants in respect of the wage subsidy which was granted HEBHRMNRMEIIFFTEZUBE T TEMA AR
under The Government of Employment Support Scheme Allowance in BT A B A 7 £ [ i B A A 4R B (61 B T AR R ©

Hong Kong were recognized at the time the Group fulfilled the relevant
granting criteria.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR M R

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

2021 2020
—E=-—F —EEE
HK$’000 HK$’000
FHT F# T
Unrealised fair value (loss) gain on EAREREEFIRZEREEN
financial assets at FVTPL: KEERAAEB(EE) KRS :
— listed securities — LEWEFH (12,937) 12,105
Net realised (loss) gain on disposals of RAnBEREZTIEZEREERN
financial assets at FVTPL: BEANE (FE) RaEF5E
— listed securities J:ﬁﬁ% (80) 728
— unlisted convertible bonds designated — fEF AIZ AR ERIBRTIIERE Y
at financial assets at FVTPL SRMEEMIELEMAIRBKES — (2,075)
Net (loss) gain on financial assets at BARERERPIRZEMEE
FVTPL (B1E) = ¥ 88 (13,017) 10,758
Gain (loss) on disposals of certain HENTEEETemEE 2 &=
financial assets of: (Eﬁé) :
— unlisted convertible bonds designated —EBEABRANABREBZTIERZ
at financial assets at FVTPL and SREEMNFE LTI BKRES
consideration receivable in exchange URABRRRBRERERRNE
for a loan note WHRE — 329
— a deposit on top of cash — ARZXBREFREBENHESNRE
consideration amounting 10,000,000/% 7T H) & &
HK$10,000,000 in exchange for a
loan note — 1,378
— a deposit and a loan note in — ARRBBINETRZSEFEE
exchange for trading securities HiIREMERZE
investment listed in overseas — (3,615)
— aloan note in exchange for trading — ARRBRHGBEFELENERE
securities investment (note 22(v)) & (K7 722(v)) (10,507) =
— a loan note in exchange for a loan — ARZXBREFREBNERRR
note (note 22(iii)) (K1 2 22(iii)) (3,383) —
Impairment losses on loan notes, net BEXREEREBEESE  FE (1,801) (11,931)
Impairment losses on deposits and other & & & H  jg Uy ZRIER BB 18 @ F 5
receivables, net — (1,592)
(15,691) (15,431)
(28,708) (4,673)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR MR

For the year ended 31 December 2021
HE_Z-_—F+-A=+—HILFE

Year ended 31 December

BE+t-A=+—-BLFE

2021 2020
—E-—F —E-FF
HK$°000 HK$’000
FERT FHT
Imputed interest on promissory notes AN ENHEEF S 1,456 1,379
Interest on lease liabilities HEBENE 13 18
Interest on other borrowings H b {85 KA R 183 174
1,652 1,571
Loss before tax has been arrived at after charging the BRI AIEEBE MR T 55 EER
following:
2021 2020
—E-—F —E-TE
HK$°000 HK$’000
FERT FHT
Auditor’s remuneration % 2R B & 350 340
Management fees EEB 1,309 1,299
Depreciation of property, plant and M BEREETE
equipment 3 6
Depreciation of right-of-use assets FTREEENE 280 278
Employee benefits expenses: RERAFX :
— Salaries, allowance and benefits in — H & 2B MR EWER
kind 1,416 1,505
— Contributions to defined contribution — 52 5 ft % 5 &1 7
plan* 33 31
Total employee benefits expenses EERARX A 1,449 1,536
*  There was no forfeited contribution in respect of the defined * AN_E - —FRIZF_FEFT_A=1T—HIEER

TEHERETE 2 B8 WA AER D R REK ©
RZFEZ—FR=ZZF-_ZTF+-_A=+—HNE
AR R E 2K o

contribution plan available at 31 December 2021 and 2020
to reduce future contributions. There was no outstanding
contribution to the plan at 31 December 2021 and 2020.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

No provision for Hong Kong Profits Tax has been made in
the consolidated financial statements since the Group has no
estimated assessable profit for the both years.

Reconciliation between income tax and the product of the
Group’s loss before tax at applicable tax rate is set out below:

e ISR M R

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

RWEFEEAR - R A R B E GG BB
B ALY EESS M ERRATREENGEHR
B -

FriSfHEAEEEERHEAEZRBATEEZ
HERKRMAT :

Year ended 31 December

BE+t-A=+—-BLFE

2021 2020

—E-—F —E-FF

HK$°000 HK$’000

FET FHT

Loss before tax B %% A & 18 (28,643) (4,166)
Notional tax on loss before tax, ﬁ?ﬁﬁﬁ%ﬁéz%iﬁlﬁﬁi& FEH
calculated at Hong Kong Profits Tax HE16.5%(—ZFE —_ZF : 16.5%)

rate of 16.5% (2020: 16.5%) e (4,726) (687)
Tax effect of expenses not deductible  FFHE M E NI EINF X 2 HiE 2

for tax purpose 2,432 576

Tax effect of tax losses not recognised 7k # 38 % 1% &5 18 M0 B 7% &2 2,294 111

Income tax 5%
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For the year ended 31 December 2021
HE-_T-—F+_A=+—HIFE

Contributions

Salaries, to defined

allowances and contribution

Fees benefits in kind plan

e EH REMHK
ue REWF & sl k-]
HK$°000 HK$’000 HK$’000 HK$’000
FTHERT FTHER FTERT FTHERT




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Executive Directors
Wu Ming Gai
Chan Carman Wing Yan

Non-executive directors
William Keith Jacobsen
Chen Albert

Wong Chung Yan Sammy

Independent non-executive
directors

Chan Man Yi

Leung Yin Ting

Jiang Qian

HITES
ik
BR kMR

FHTES
EiRH
BR 7 18
=R

BYFHTES
BREE

SR T e
2 He i

78 o

Fees

iken
HK$'000
THT

151
189
176

126
126
126

894

(1 Chau Wai Hing was appointed as an executive Director on

23 April 2021.

@ Chen Albert resigned as a non-executive Director on 23 April

2021.

©® Jiang Qian resigned as an independent non-executive

Director on 23 April 2021.

“4  Wong Sze Lok was appointed as an independent non-
executive Director on 23 April 2021.

Note: There was no arrangement under which a director
waived or agreed to waive any remuneration during the

year.

Salaries,
allowances and

e ISR M R

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

2020

—ETHF

Contributions
to defined
contribution

benefits in kind plan Total
Fe R FTE K

RE M &= =+ & 5K am

HK$°000 HK$°000 HK$'000

THET TET TET

151 8 159

252 13 265

— — 151

— — 189

— — 176

— — 126

— — 126

— — 126

403 21 1,318

ARBER-_Z-_—FMNA-+=AEZER
HITES -

REER T _—FOH - +=HBEEFEHR
TES -

BRR-_F-_-FNOA-+=HBEEBLHE
HITES -

ERER_T_—FHA-_+=-HEZEA
BULIEHITES ©

Hret - FRAALEBEBEERRLRE TR EMH

a7
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR MR

For the year ended 31 December 2021
HE_Z-_—F+-A=+—HILFE

The five individuals whose emoluments were the highest
in the Group for the year include five (2020: four)
Directors whose emoluments were disclosed above. The
emoluments of five highest paid individuals (within the
band from nil to HK$1,000,000) including five (2020: four)
Directors for the Reporting Period are as follows:

Salaries, allowances and e RMEEYH=

benefits in kind
Contributions to defined

contribution plan
Discretionary bonus B 15 TEAT

During the year, there was no discretionary cash bonus
paid or payables to the Directors nor any of the five
highest paid individuals (2020: HK$13,000 paid to one of
the five highest paid individual who is not a Director).

The emoluments of nil (2020: one) individual, who is

not the Director, with highest emoluments is within the
following band:

Nil — HK$1,000,000

COCOON HOLDINGS LIMITED #EXSZBRAERAT

STE ARG IR

RERNAEEREGERTATEREAA(Z
TTF:WRB)EF HWESEE EXHE
B -IEZRoF ATRBEHMEAOMES (N
MKZEZE1,000,0008 THEE)WAT  EFE
BREZRES(ZZE=-ZF : @{FK):

2021 2020
—E-—F —E-TF
HK$°000 HK$’000
TR T T
895 937

29 29

— 13

924 979

RER  TEENKENTEERRIEES
FATHFHEAALTHORBERSIEL(ZE
ZEF 13,0008 LN T AB &S
AL HAE—RFEES) -

ZER(ZZ2_Z2F: —Z)BFAL(ER
FEFR)NHFHMNFATEHE :

£ %1,000,0007% 7T

2021 2020
—E-—F —T-FF
Number of Number of
individual individual
A AH

0 1



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Senior management represents the executive Directors.
The emoluments paid or payable to senior management
during the year are as follows:

Directors’ fees EEHe

Salaries, allowances and HE  REMEEYREF

benefits in kind
Contributions to defined T REE

contribution plan

The emoluments paid or payable to the three (2020: two)
members of senior management were within the band
from nil to HK$1,000,000.

Save as disclosed in note 35 to the consolidated financial
statements, no significant transaction, arrangement and
contract in relation to the Group’s business to which
the Company was a party and in which a director of
the Company and the director’'s connected party had a
material interest, whether directly or indirectly, subsisted
at the end of the year or at any time during the year.

e ISR M R

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

BREBABRATES - RAFEARAEN
HENSREREASNFHHMET :

2021 2020
—E-—F —EFF
HK$°000 HK$'000
FER F T
568 403

29 21

597 424

ENKEN=R(ZE_FF : WB)SRE
B E K 8 B E B /= =1,000,0007% 75 2
gE -

Biza M BMRMASSAWMEESN - RER
HFEREMER  BEFEARRRSELH
Hep—7  BARBEZERESTNEB IR
EEHEFERARAENEARE 2 AEHE
EBLZERRS LHRAEHD -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR MR

For the year ended 31 December 2021
HE_Z-_—F+-A=+—HILFE

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

el

Loss for the purposes of
basic loss per share

Issued ordinary shares at the beginning 7 £ #] 2 # 17 &) & i@ i&

of year
Effect of shares issued on placement
(note 30(i))

Weighted average number of ordinary SR EAREEFTEFRMAN LB

e

shares for the purpose of calculating
basic loss per share

For the purpose of diluted loss per share, no adjustment has
been made to the basic loss per share amount presented for
the years ended 31 December 2021 and 2020 as there were
no potential dilutive ordinary shares outstanding during the
years ended 31 December 2021 and 2020.

The Board does not recommend the payment of any dividend
for the years ended 31 December 2021 and 2020.

COCOON HOLDINGS LIMITED #EXSZBRAERAT

ERZETRNINTE

ARRBEBEAREERERNBERNATEEG

sty
= -
Ea

BRERBEEH A ER

(Kt :£30(i))

2021 2020
—E-—F —EFF
HK$°000 HK$’000
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR M R

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

Office Furniture and

equipment fixtures Total
BRAERE BRREE B
HK$'000 HK$'000 HK$'000
FTAT TAT FHAT
Cost [N
At 1 January 2020, 31 December 2020, R-ZE-_TF—-—H—H"
1 January 2021 and 31 December 2021 —EE+ZA=+—H8 =
——%—H—H &:gi—i
+=-A=+—H 581 572 1,109
Accumulated depreciation iﬁ?ﬁ%
At 1 January 2020 R-ZE—_ZTF—HF—H 527 572 1,099
Provided for the year F N B A 6 = 6
At 31 December 2020 and RZE_ZE+-_H=+—H
1 January 2021 ;rE—ZT-_—F—H—H 533 572 1,105
Provided for the year FREE 3 — 3
At 31 December 2021 R-ZE-_—F+-_A=+—H 536 572 1,108
Carrying amount REE
At 31 December 2021 RZEBE-—F+-_A=+—H 1 — 1
At 31 December 2020 RZTZZFTF+_A=1+—H 4 — 4
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For the year ended 31 December 2021
T F+ZA=+—HILFE

Leased

properties

HEW=

HK$°000

FE T

At 1 January 2020 RZZEZTF—H—H 475

Depreciation e (278)
At 31 December 2020 and 1 January 2021 R-EBE-_ZEF+_A=+—HRK

—ET=-—4F—HF—H 197

Addition NE 569

Depreciation e (280)

At 31 December 2021 R-—B-_—-+=-A=+—H 486

Lease liabilities of approximately HK$490,000 (2020:
HK$208,000) are recognised with related right-of-use
assets of approximately HK$486,000 (2020: HK$197,000)
as at 31 December 2021. The lease agreements do not

R—ZTE=-——F+=—A= + B BERERAME
B {H49490,0008 7t (== == 4 :208,000/%8

7T ) N A8 B8 B {F A 4 & = £9486,000% T (=
T -TF 197,000 L) B HBAAFERN

impose any covenants other than the security interests HEEEFHNERERI  HE T’% i
in the leased assets that are held by the lessor. Leased MEMEMEZE - HEEETEARERE
assets may not be used as security for borrowing R o
purposes.
2021 2020
—E-—F —EFF
HK$’000 HK$’000
THER FAT
Depreciation expenses FHRREEENITEER
on right-of-use assets 280 278
Interest expense on lease liabilities HEBENANELXHE(BEstA
(included in finance costs) BB A) 13 18
Details of total cash outflow for leases is set out in note HERSTHEBEN ARG S FHRHE
34(c). 34(c) °

For both years, the Group leases an office for its

RMESR AEEHE-RBHIEARE

operations. Lease contracts are entered into for fixed term %o HEERNBEEMBMFER L o K
of 2 years. Lease terms are negotiated on an individual B R EEHEE - BBEEENRBHR LK

basis and contain a wide range of different terms and
conditions. In determining the lease term and assessing
the length of the non-cancellable period, the Group
applies the definition of a contract and determines the

period for which the contract is enforceable.

COCOON HOLDINGS LIMITED #EXSZBRAERAT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR M R

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

Minimum lease Present value of
payments minimum lease payments
BEHEHERE REHAERERE
2021 2020 2021 2020

R —EZ-Z2F B —_T-FTF
HK$°000 HK$’000 HK$°000 HK$’000

FTER FAT FHT F T
Within one year —FR 300 213 282 208
In the second to fifth years, F_ZERF
inclusive (BEEEME) 213 — 208 —
513 213 490 208
Less: Future finance charges B AR B ER N/A N/A
(23) (5) TiEA I 3 F
Present value of lease HEEMRERE
obligations 490 208 490 208
Less: Amount due for settlement i : 12flﬁ A E B 9 FE A
within 12 months (shown RIBE(EREAE
under current liabilities) T#ETR) (282) (208)
Amount due for settlement after  121& A 12 B HA &9 & 1 708
12 months 208 —
All finance lease payables are denominated in HKS$. EREHERMNFIAGUBITEE -
During the year ended 31 December 2016, Goodwill acquired RBE_FT-—R"EF+_A=t—"BHLFERN &
in a business combination is allocated, at acquisition, to the ﬁ E NG ‘:F‘ WENEEEREROE FTEHS
cash generating unit (“CGU”) that is expected to benefit from B2RREEAHNREELET(ReELE
that business combination. Before recognition of impairment TT 1) o FETERREEIEAT - 78 H) BRE 838,000
losses, the carrying amount of goodwill amounting to BB & 5 BE T N2 Rl 8 A FlStudio V Limited
HK$38,000 had been allocated to Studio V Limited (“Studio (TStudioV]) * KR AE—REEHET
V"), a subsidiary of the Company, which is considered to be a
single CGU.
During the year ended 31 December 2017, the goodwill RBE_ZT—tHF+-_A=+—RHBILFE"
attributable to Studio V was fully impaired. Studio V(G EIEE 2 FIR(E -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR MR

For the year ended 31 December 2021
HE_Z-_—F+-A=+—HILFE

Other deposits HEfiz &
Prepayments T8 IR

Less: non-current portion of consideration J& : J& U X (B JEENER 50

receivables

Current portion BN HA &6 5

The financial assets included in the above balances are
non-interest bearing, unsecured and repayable on demand
and relate to receivables for which there was no recent history
of default and past due amounts.

During the year ended 31 December 2021, no provision
for impairment were made for 12m ECL on the balances of
deposits and other receivables. During the year ended 31
December 2020, provision for impairment of approximately
HK$1,267,000 and HK$325,000 were made for 12m ECL on
the balances of deposits and other receivables, respectively.

COCOON HOLDINGS LIMITED #EXSZBRAERAT

2021 2020
—EZ—F —ETFF
HK$°000 HK$'000
FER FHE T

54 54

228 579

282 633

282 633

tasBEMEENEREERTE  EERE
BERER WP RAHRBEHNEAPERT
8% 0 FE M ROR o

REBE-_ZE-—F+_A=+—BHILFE ' #&
EREe R EMERRELHRO12(E A BH{E
BEEBIRBERE REBEEZ=-ZT=_ZF+=A
=+—HLEFE BEoilgEe REMEKRKIE
Eer 1218 A T8 Hi (= B B 18 53R 491,267,000%8
7T }.325,00078 JT ik (B B s o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR M R

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

Impairment loss Interest income
Subscription Interest  recognised during Carrying recognised during
Issuer Date amount receivables the year amount the year
RAFEERRR REAFERRR
BTA =R ABEE ERHE WHERS REE BWRERA
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THEL THL THL TEL TAL
Shenzhen Dalong Packaging 31 December 2021 — — — — —
Machinery Equipment Company ZEZ-E+ZA=1-H
Limited* ("LN1") (2020: defined as 31 December 2020 — — 2,251 — 2,341
imw ZECRE+ZA=1-H
RTEEBEERRERRA
(TEHEB1 (2 _FF:
EEAIENZEE1])
Shenzhen Huagin Agriculture 31 December 2021 27,000 2,307 1,091 27,996 2,294
Technology Company Limited* “E--%+-A=t-H
(“LN2") (2020: defined as “LN2") 31 December 2020 27,000 13 220 26,793 13
AELEERRERAR(ER —T-FEF-A=T-H
FE2))(Z2-%F E%%
[EXRE2])
Shenzhen Qianhai Earl Lan Official 31 December 2021 - — - - 1,642
Business Aviation Services Limited* —ZE=—&+-A=+—H
("LN3") (2020: defined as "LN3") 31 December2020 33,000 1,899 2,733 31,743 1,655
AFBERBABMERBERAT —2-2E+-A=+-H
(TEHEB3)(Z2-%F:
ERAIERZEES])
Yun Kang Data Technology (Shanghai) 31 December 2021 20,000 1,318 629 20,320 1,200
Company Limited* ("LN4") ZE-#+Zf=+-H
(2020: defined as “LN4") 31 December 2020 20,000 118 369 19,749 118
EREAMR(LE)ARAR(ERRE —2-2E+_A=+-H
B4 (22224 : m%ﬁﬁgﬂ%
f54])
Shenzhen Da Long General Packaging 31 December 2021 — — — — 2,387
Machinery Company Limited* ZEZ-E+ZfA=1-H
("LN5") (2020: defined as “LN5") 31 December 2020 24,000 5,122 6,358 20,166 2,406
AITEEERARERARAAN(E T2 T-A=+—H
HEBS)(ZB-ZE E%%
[EXRES5])
D5 Investment B.V. (“LN6") 31 December 2021 30,000 2 81 29,921 2
D5 Investment B.V.([E5Z%6)) —F-—#+-A=1+-H
31 December 2020 — — — — —
ZECRETA=T-H
Total 31 December 2021 77,000 3,627 1,801 78,237 7,525
o “R--#+-A=1-H
31 December 2020 104,000 7,152 11,931 98,451 6,533

“E-FE+-A=+-H

Annual Report 2021F 3



For the year ended 31 December 2021

< — &
i

(i)

(if)

(iii)

S Ft-A=t-HLFE

On 14 November 2018, the Group had subscribed HK$
denominated loan note (the “LN1”) of principal value of
HK$24,000,000 issued by an independent third party
which is a private entity established in PRC, Shenzhen
Dalong Packaging Machinery Equipment Company
Limited*, which is principally engaged in providing
integrated R&D, design, sales and after-sales service in
packaging equipment, with maturity period of three years
from dates of issue. LN1 bears fixed interest at 10% per
annum and is measured at amortised cost.

On 30 December 2020, the Group had subscribed HK$
denominated loan note (the “LN2”) of principal value
of HK$27,000,000 issued by an independent third
party which is a private entity established in the PRC,
Shenzhen Huaqin Agriculture Technology Company
Limited*, which is principally engaged in technological
development of agricultural products and biological
products, with maturity period of three years from dates of
issue. LN2 bears fixed interest at 8.5% per annum and is
measured at amortised cost.

On 8 November 2019, the Group had subscribed HK$
denominated loan note (the “LN3”) of principal value
of HK$33,000,000 issued by an independent third
party which is a private entity established in the PRC,
Shenzhen Qianhai Earl Lan Official Business Aviation
Services Limited*, which is principally engaged in aircraft
leasing, with maturity period of two years from dates of
issue. LN3 bears fixed interest at 5% per annum and is
measured at amortised cost.

During the year ended 31 December 2021, LN3 of
principal amount HK$33,000,000 which constitutes a
deemed disposal of LN3 were in exchange for LN6 as
defined below, resulting a loss on deemed disposal of
LN3 of approximately HK$3,383,000 recognised in profit
or loss for the year ended 31 December 2021.

On 16 November 2020, the Group had subscribed HK$
denominated loan note (the “LN4”) of principal value of
HK$20,000,000 issued by an independent third party
which is a private entity established in the PRC, Yun Kang
Data Technology (Shanghai) Company Limited*, which
is principally engaged in applying deep learning and
artificial intelligence to analyse the big data for application
and provide clinical diagnosis, with maturity period of
three years from dates of issue. LN4 bears fixed interest
at 6% per annum and is measured at amortised cost.

COCOON HOLDINGS LIMITED #EXSZBRAERAT

(i)

(iii)

(iv)

RZZF-NF+—-A+HA  AEEERE
BLTEFRER(TERRR1])  A2EEA
24,000,000 7T+ E — A 4 70 A B Bk 37 &Y 7L
ABBNBIYE=77(RYITERESEER
REARARF 2R FERHERREHR
BT E - REF - HEREERR®E) ET B
PR ETTHHRASFEH - ERFRE1RE
EFEME10%TEFE RIRBHRRAGE -

R-ZBE-_FTE+-_FA=+H0 AEEERE
BLTERERE(ERZRK2]) AcEBEA
27,000,000/ 7T + A — & B AR B AR 32 A9 AL &
EREBUE=FCFRIELREREAR
AR EBREERERMEYE RN RN
)BT IR AN EITHHEF3FERE - B
REIE 217 B E F FI R8.5% H 5 B & & #
BRI ARETE ©

R—ZZTE—NE+—ANRB AEEERE
BLTERER(ERZRI])  AeBEA
33,000,000 % Jt + B — [l A AR B K 37 /9 B
EEREBYFE=ZFCFRNNESERAEAE
MERBERAR  TEREREBE) %
7 HIRRB/THEB2FRH - BERER
IR [E E F T E5%aT & F 2 R iz # 84 K A 5T

=
= °

REEZZT-_—F+A=+T—HILEFE
BREREEIN —EBRELENRSE
33,000,000 T E R RIRIM M E R R K6
(EHERTX) SRREBEEZZT=_—F+=
A=+ HALFEBSAEABEREIELEER
K EIE3/E 18 493,383,000/ 7T °

RZZ-_ZF+—A+XKA  AEEERHE
BLTERER(TERRER4]) A2 EBER
20,000,0007& 7T - 3 — A 70 AR [ K 37 9 AL &
ERRBUS = A (EREEME(LAE)E
RAR TERERRESERALE®E
A 73 At R BRI A 00 DA FE A 30 $2 £t B AR %2 )
BT MBITEHEASFIH - EXRE
AR B FE F M K6%aT B F B MR # SR A G
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(v)

On 14 November 2018, the Group had subscribed HK$
denominated loan note (the “LN5”) of principal value
of HK$24,000,000 issued by an independent third
party which is a private entity established in the PRC,
Shenzhen Da Long General Packaging Machinery
Company Limited*, which is principally engaged in
developing and designing mechanical equipment, with
maturity period of three years from date of issue. LN5
bears fixed interest at 10% per annum and is measured at
amortised cost.

During the year ended 31 December 2021, LN5 was
in exchange for 28,600,000 shares of Readen Holding
Corporation, which shares are listed in the United States
as detailed in note 23 to the consolidated financial
statements, which constitutes a deemed disposal
of LN5 and resulting a loss of such arrangement by
approximately HK$10,507,000 recognised in profit or loss
for the year ended 31 December 2021.

On 31 December 2021, the Group had subscribed HK$
denominated loan note (the “LN6”) of principal value of
HK$30,000,000 issued by an independent third party, D5
Investment B.V., which is a private entity incorporated
in the Netherlands and principally engaged in storage
service, with maturity period of two years from dates of
issue. LN6 bears fixed interest at 3% per annum and is
measured at amortised cost.

(v) »

(vi) B =

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

RZE-NF+—-—A+HA  rXEEERE
BLTERER(TERERS])  A2EEA
24,000,0007% 7T » B — A 70 A B AR M2 B9 AL &
ERMBYUF=77(RIMEEBRBEK
Hﬁﬁﬁ’&ﬂ’f%?ﬁé%&%ﬁﬁ%ﬁﬂ%ﬂﬂ
BT BIRN T H RS SF R o
K EIESRE E F M E10%+ & %'J,%\&Bzﬁ&
HAAGE -

REBEZE-ZZ-_—F+HA=+T—HILFE
B 7% Z B 5 HlReaden Holding Corporation
# 28,600,000 A A 0 (384 40 47 & BF 75 3 3k Mt
FE23FTEF M c RGO M ERE L) - KR
EHEEREBSWERRBE_T - —F
TZA=EtT - BLESFEERRANEREER
HEE5 18 4910,507,0007% 7T ©

T-—F+=-—HA=+—H8 A&KEE
REELTEFRZBE(ERZERK6]) A&
{& & /430,000,000 T * BB % = AD5
Investment B.V.(H %77 &8 ok i B SZ A9 AL A
FR O FTEREEHERE) BT HRAHE
THHBMERE - EREIE61E3%H E
EFMEFER B WIRE KA = o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR MR

For the year ended 31 December 2021
HE_Z-_—F+-A=+—HILFE

Loan notes
Interest receivables
Impairment losses

At 31 December

Less: current portion

Non-current portion

At 1 January
Release upon disposals
Provision made for the year

At 31 December

The carrying amount of the loan notes approximates to its fair

value.

The maximum exposure to credit risk at the reporting date is
the carrying amount of the loan notes.
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2021
—E-—fF
HK$’000
FTHET
77,000

3,627
(2,390)

78,237

(3,437)

74,800

2021

s —f
HK$’000
FER
12,701
(12,112)
1,801

2,390

ERRBENRESBERD

R#\BER sXEERBRHOSE
B e

2020
—E-THE
HK$'000
FHE T
104,000

7,152
(12,701)

98,451

(52,038)

46,413

2020
—E-TH&
HK$’'000
TET
5,619

(4,849)
11,931

12,701

REBEWET



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR M R

For the year ended 31 December 2021
HE-_T-—F+-A=t+—BLLFE

23.FINANCIAL ASSETS AT FAIR VALUE B RAAERBERIIKR(RAAEBERE
THROUGH PROFIT OR LOSS (“FVTPL”) =RIBRINEMEE
Trading securities RZ &5
2021 2020
—E-—F —TZTF
HK$°000 HK$’000
FET FAET
Equity securities held for trading at RRXHGMHEENERES  RMi5
market value — Listed in the United BE —REBELEM
States 45,070 41,059
Equity securities held for trading at RRXHGMHEENERES  RMi5
market value — Listed in Hong Kong BE—RNEELM 16,868 5,885
61,938 46,944
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR MR

For the year ended 31 December 2021
HE_Z-_—F+-A=+—HILFE

Notes:

At the end of the Reporting Period, details of the Group’s major listed

equity securities are as follows:

Stock name

BRE®

Hong Kong

B

On Real International Holdings Limited
ZHBERERAERAA

Classified Group (Holdings) Limited
Classified Group (Holdings) Limited

China Creative Digital Entertainment Limited

TEAEHBREFRAA

Evershine Group Holdings Limited
KBEEERBEB LA

Tencent Holdings Limited
BARERARAR

As at
31 December

BW+t=A=+-H

Alibaba Group Holding Limited 2021
MEBESEERERAR =

2020

—“E_EF

PICC Property and Casualty Company Limited 2021

FRARMERBRRABRAA ZETZ—%

2020

China Mobile Limited
FEBHERAA

COCOON HOLDINGS LIMITED #EXSZBRAERAT

Proportion
of investee’s
capital owned

EERRELT
BEALLf

4.52%

4.53%

3.89%

0.49%

0.08%

0.08%

0.00%*

0.00%*

0.00%*

0.00%*

0.00%*

0.00%*

Hrat

RBEPRR AEETELTREISFNFHOT ¢

Cost

Ak
HK$’000
FiEn

11,083

11,100

3,679

178

66

66

9,052

1,012

1,040

1,040

550

2,017

Market value

w5 EE
HK$'000
THET

1,218

2,223

746

72

21

7,994

1,354

535

1,047

423

2,246

Net assets
attributable to
the investment

REBEEERE
HK$'000
TR

301

2,165

2,230

(3,021)

(61)

1,850

161

276

235

663

3,314

Accumulated fair
value gains/(losses)
on investment
recognised in

the consolidated
financial statement
during the year
REEERR
RERBRRA
BRZRER
ARERR (FE)
HK$’000

TEL

(1,001)

(8,878)

(2,932)

(106)

21)

(45)

(1,400)

342

(512)

(127)

229



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Notes: (Continued)

As at

Stock name 31 December

REER R+=A=+-H

Ming Yuan Cloud Group Holding 2021

RARESEZERAERAR —E- %

2020

—E -

Semiconductor Manufacturing International 2021

Corporation —TZ-F

RSEREKRERYEFR AR mm
United States

%H

Winchester Holding Group 2021

=t

Winchester Holding Group 2020

—E T

Readen Holding Corporation 2021

—EB-—F

Readen Holding Corporation 2020

* Less than 0.01%

e ISR M R

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

Hrat - (%)

Accumulated fair
value gains/(losses)
on investment
recognised in

Proportion Net assets the consolidated

of investee’s attributable to financial statement
capital owned Cost Market value  the investment during the year
REFERR

BEBBERRA

BERREDNT BRZRERG
BRI 2% TEEE REEEEERE DAAERE/(BR)
HK$000 HK$000 HK$’000 HK$’000

THET TEL TEL FTEL
0.00%* 964 284 63 (680)
0.00%* 6,106 4,590 5,133 (1,515)
1.05% 20,966 35,031 (19) (6,028)

1.15% 25,334 41,059 244 20,093
8.64% 12,046 10,039 10,760 (2,008)

* {£70.01%

Dividends of approximately HK$171,000 (2020: HK$30,000) was RNEE-_E-_—4F+=-_A=+— Eliij* Rz &1

recognised in consolidated profit or loss during the year ended 31 PRI B 49171,000%5 T (== = Z 4 : 30,0005

December 2021. IT) °©

Unless otherwise specified, all of the above investments are directly MIEREKRE AAREEEA LIFARE -

held by the Company.

(i) On Real International Holdings Limited, incorporated in Cayman () THEERZERERAR G RESEESTMAKL
Islands, is principally engaged in the designing, manufacturing ;R{;§$ + %L&?ﬁ%@_‘é‘ HAEMER
and selling of two-way radio and baby monitors on original design BEEGEREMBRGEER

manufacturing basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR MR

For the year ended 31 December 2021
HE_Z-_—F+-A=+—HILFE

Notes: (Continued)

(ii) Classified Group (Holdings) Limited, incorporated in Cayman
Islands, is principally engaged in restaurant operations in Hong
Kong.

(iii) China Creative Digital Entertainment Limited, incorporated in
Bermuda, is principally engaged in property and shopping mall
management, to develop not less than 20 shopping malls with
HMV brand.

(iv) Evershine Group Holdings Limited, incorporated in Hong Kong,
is principally engaged in the construction, contracting works,
construction materials trade, property leasing, furniture business,
cemetery business, money lending business and mobile
application business.

(v) Tencent Holdings Limited, incorporated in Cayman Islands, is
principally engaged in the provision of Value-added Service
(“VAS”), FinTech and Business Services and Online Advertising
services.

(vi) Alibaba Group Holding Limited, incorporated in Cayman Islands,
provides the technology infrastructure and marketing reach
to help merchants, brands and other businesses to leverage
the power of new technology to engage with their users and
customers and operate in a more efficient way.

(vii) The People’s Insurance Company (Group) of China Limited,
incorporated in China, mainly provide integrated financial
products and services and is engaged in property and casualty
insurance, life and health insurance, asset management and
other businesses.

COCOON HOLDINGS LIMITED #EXSZBRAERAT

Hrat - (&

(if)

(iii)

(iv)

(vi)

Classified Group (Holdings) Limited * R S & &
A  FERBAREEELE -

FRAIEHRBREFRAR - KA REZMKL -
TERFEMERBSER  BETLR20KHMV
MmN RS o

KIBREBEERAERAT  RBEBEMKL - T2
feEBE  BEEE BENRH  WEHRE KA
X REEV BEREBLBBEBES -

EARERAERAA  RESHSEMKYL T2
REREEERE(TVAS]) - @ BB R0 ER
B MR EEERE

MECDEEZERARAR RASHESEMK
Yo REP - mEREAMSEREMARTERRE
AREHTE  BREAEHHRTHNE  BE
REMEFEY UNUEEBHTAES -

(vii) FEIARGRBREBRODER QA - K B MK
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Notes: (Continued)

(viii) China Mobile Limited, incorporated in Hong Kong, provides full

(ix)

(xi)

(xii)

communications services in all 31 provinces, autonomous regions
and directly-administered municipalities throughout the mainland
of China and in Hong Kong Special Administrative Region, and
boasts a world-class telecommunications operator with the
world’s largest network and customer base, a leading position in
profitability and market value ranking. Its businesses primarily
consist of mobile voice and data business, wireline broadband
and other information and communications services.

Ming Yuan Cloud Group Holdings, incorporated in the Cayman
Islands with limited liability, specializes in providing enterprise-
grade SaaS products and ERP solutions for property developers
and other industry participants in the real estate value chain in
China, to help them achieve delicate and digital operation of their
businesses.

SMIC, incorporated in Cayman Islands, principally provides its
customers with IC wafer foundry services and supporting services
covering technology nodes ranging from 0.35 micron to 14
nanometer based on different process technology platforms.

Winchester Holding Group, incorporated in the United States,
is organized for the purpose of property acquisitions. Initial
operations have included organization and incorporation,
target market identification, car seller, marketing plans, capital
formation and property acquisitions.

Readen Holding Corporation, incorporated in the United States, a
Venture Capital Corporation which is active in the Fintech, Online
Payment and E-commerce industries. |IT Star Limited, wholly-
owned subsidiary of the Company, holds this investment.

As at 31 December 2021, the Group’s trading securities of carrying
amount of approximately HK$1,218,000 (2020: HK$2,969,000) were
pledged to a securities broker to secure margin loan borrowed by the
Group.

E B R MY R

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

Hrat ;- (&

(viii) F R Z B BRG] -

(xi)

(xii)

R-ZZT =

BEBEMKEL  APEA
W31EE - EmE&Eﬁm&Em%%ﬁﬂEk
HEENBARE  UERRECELHSIAR
o ARURRARBNELE  AFgEN  mE
HEENALHAE HEXEBTITZREBIHEBSM
BEER ARETREMERABARE

PREEEERARAR  RHSESEMAT
MERAR FREEATERGERERDY
HEBEREMITESRERMAD X BSaaSE R
REPREERF R @ BB SR D EBHEH - BT
g

REEE  AASHESEMAY  TBAEEFIR
HERTRTERM T A M0.35M KR 145 KK
e @ BER IRS REERL -

Winchester Holding Group * A& B » A
BEWEMAE - VEEERBEAENEMAL

BEmBHEA - AEHEE  BiHEiTE BAEAR
LEE -
Readen Holding Corporation + 7 3= B sE ft B 57

ERESEBRAME BEINREFTENRRIE
B - ARNAIK2EMN E A RIT Star Limited¥
BHBERE -

— S+ A=t-B - AEEEKEHEELY

1,218,000 T (ZE =T 4 : 2,969,000 L) IR 5 &
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For the year ended 31 December 2021

- F+ZA=+—RLFE

Unlisted equity investments designated 5 F A& A 2 BN E 2 @R =
ZeMBEEMN FHER

at financial assets at FVTOCI

On 7 December 2018, the Group had subscribed 20% equity
interest of an Anguilla incorporated private entity Perfect
Path, engaged in gold mining business at a consideration of
HK$18,500,000.

Despite the Group holds 20% of the voting power in Perfect
Path, however, under contractual arrangements, the other
shareholders control the composition of the board of directors
and have control over Perfect Path. The directors of the
Company consider that the Group does not have significant
influence over Perfect Path, and it is therefore the unlisted
equity investments are designated at financial assets at
FVTOCI.

As of 31 December 2021, the fair value of the equity
investments was approximately HK$25,545,000 (2020:
HK$30,600,000).

As mentioned before, the Group neither has control nor
significant influence over Perfect Path and therefore in
assessing the fair value of Perfect Path at the end of each
reporting period, the Group would take into account the
investment strategy of the controlling shareholders of Perfect
Path as well as the determination of the valuation techniques
thereon.

Having carefully considered the uncertainty of COVID-19
Pandemic out broken since 2020 which led to uncertainties
over the economic and the operating environment where the
gold mine of Perfect Path locates and operates, during the
year ended 31 December 2021, the shareholders of Perfect
Path had reached the consensus, to proactively approach
potential buyer in realising the investment of the gold mine
development so benefited by the increasing of gold price
these years so that alternative investment opportunities can
be identified to reduce investment risk due to uncertainties.

COCOON HOLDINGS LIMITED #EXSZBRAERAT

2021 2020
—E-—F —E-FF
HK$°000 HK$’000
FTER FHETT
5l Bz
1% & 25,545 30,600

RZB-—NEFE+_A+tB A&EBUREB
18,500,000 8 TR B R L EN MK NFLEE
B2Perfect Pathf)20%% 1 @ H# = 5 18 5 £k 2
j‘% o

& &R & E 4 BPerfect Path#120%%& R4 » A
e REBEAOTHE  HMREZEFESSHAL
# 5K - I HPerfect Path » KR AFEEHR AN
% B HPerfect Pathilt EE AT 2 ) - Bt IE £
MEEEEEEAEALEREMEA KT K
HEMEE o

HE-_ZT-_—F+-_A=+—H KEK:
B A 7 E 4 525,545,000 (=T = T 4 :
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NS¢ Bl P At - 7K £2 B ¥Perfect PathB% £ 42
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ZEeADeRREEKE  RIOTEER
RENNEERR -



In this circumstance, the valuation techniques adopted for fair
value measurement of Perfect Path as at 31 December 2021
has been changed from income approach to market approach
which the board of the Company considers the changes in
investment strategy and circumstance would be appropriately
addressed and reflected. The inputs into the valuation model
as at 31 December 2020 and 2021 were as follows:

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

BRHBEAT RZFEZ—F+ZH=+—8H
Perfect PathX /o (& aﬂ‘;ﬁﬂm%ﬂq R EREMNE A
WAEZEBERMGE ARG EESRAURE
REERY R ERE RIRIZEEE - R T _F
EN_E-—F+-F=+—HEERE Z2&H A
BOT :

Perfect Path
Perfect Path

Subscription date

A=

Total number of shares held

P 5 AR 17 48 8%

Subscription price

REBE

Proportion of investee’s capital owned
WERERBBEENEARLE

Dividend income received during the year
AERERNERIKR WA

Net assets attributable to the investment
REBHEEFE

Fair value gain (loss) recognised during the year
AEEANBERNAAERZ(EE)
Expected dividend yield

8 HA Ak B I g 3

Discount rate

AL IR =

Discount of lack of control

R = 12 1 4 2 AT R

Gold resource contained
EENESER

% of Gold Price

EEBEAEDL

Cost of Disposal

& B
Valuation methodology
(ENEDDZS

Fair value performed by:

R ER AR

31 December 2020
—®-%5+=-A=+-—H

7 December 2018
—E2-NE+=ZAtA
200,000

200,000
HK$18,500,000
18,500,000/ 7T
20.00%

20.00%

HK$32,072,000
32,072,00078 JT
HK$1,200,000
1,200,000 7T

12.00%

12.00%

20%

20%

8.6 ton

8.6

7.00%

7.00%

0.3% of fair value

of the equity interest
g A A ERI0.3%
Income Approach
W%

Ravia Global Appraisal
Advisory Limited

B RKATHEAER AT

31 December 2021
—E-_—-%+=-HA=+—H

7 December 2018
—E2-NF+=ZARtH
200,000

200,000
HK$18,500,000
18,500,000/ 7T
20.00%

20.00%

HK$25,886,000
25,886,000% 7T
(HK$5,055,000)
(5,055,000 7T)

20%

20%

8.6 ton

8.6/F

7.00%

7.00%

0.3% of fair value

of the equity interest
I HE A 72 1B #0.3%
Market Approach
5%

Access Partner Professional
Services Limited

TRBEXRBBERAA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR MR

For the year ended 31 December 2021
HE_Z-_—F+-A=+—HILFE

Amounts due from securities brokers represent deposits
placed with securities brokers for the trading of listed
investments which are unsecured, bearing interest at a range
between 0% to 0.01% (2020: 0% to 0.001%) per annum and

repayable on demand. No ageing analysis is disclosed in
respect of amounts due from securities brokers. In the opinion
of the directors of the Company, an ageing analysis does not
give additional value in view of the Group’s business nature.

Amounts due to securities brokers represent credit facility
provided by securities brokers, bearing interest at 10.25%
(2020: 8% to 10.375%) per annum and repayable on demand.
No ageing analysis is disclosed in respect of amounts due
to securities brokers. In the opinion of the directors of the
Company, an ageing analysis does not give additional value

in view of the Group’s business nature.

Other payables and accruals
Unclaimed dividend payables

COCOON HOLDINGS LIMITED #EXSZBRAERAT

Hit BN Rt ERA
frl R <8 XA FE 1 B B

EBUREABLRAETR/X S LTREMFRERE
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JE 13 78 %Mﬁmﬁ% EALCLRENEERE -
#10.25% (ZZE =& % : 8%%10. 375%>Eﬁ¢ﬂ
R ERE - WERERERE - WERENF

KERBHEBERERON - ARREZRA B
RAEENEREED @ RikHD ML ERBEIMEE -

2021 2020
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HK$°000 HK$’000
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2,062 728

4 4
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As at 31 December 2021, the Company had five promissory
notes outstanding to four individuals who are independent
parties to the Group with an aggregated principal value of
HK$19,920,000. These promissory notes bear interest at
rates ranging from 6.5% to 8% per annum and are due for
repayments ranging from 1st month to 40th months (2020:
13th months to 52nd months) at the end of Reporting Period.

On initial recognition, the fair value of promissory notes
issued by the Company were determined based on the
present value of the contractual stream of future cash flows
discounted at rates ranging from 5.5% to 6.69% per annum.
The discount rates are determined with reference to the yield
rate with credit rating and duration similar to the promissory
notes.

The details of the promissory notes for the year are set out
below:

At 1 January m—HA—H
Imputed interest charged MR e HEEF S
Interest paid during the year FARZAHFE
At 31 December R+=ZA=+—H

Less: Amount due within one year

classified as current liabilities mEBE
Amount due over one year classified as —FRIHANSE
non-current liabilities 3'5 mBEE

At the end of the Reporting Period, the Group has unused
tax losses of approximately HK$290,860,000 (2020:
HK$276,955,000) available for offset against future profits.
No deferred tax asset has been recognised in respect of
these tax losses due to the unpredictability of future profit
streams. The unrecognised tax losses may be carried forward
indefinitely.

R —FRIHANEER

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

RZBE-_—F+-_A=+—H KRAREEUEE
VYRAEENATHNANABERNE A4
619,920,000/8 7T - RMEHB K  ZE AN ER
nq’LG 5%ZE8%F M EFE - EXRENEHBA N F11E

Z40EA(ZZE=_ZF :13(A A E521EA) -

MNBERE - AR RFETHANRARERER
N F5.5%%E6.69%FHMEEERNARARREBEAS
ARMIREETE - BRXSZHUANENEE
FEARANEARR O W 2R R EEE o

RERNBBANENFBHINET :

/'\7}- ﬁ

2021 2020
—E=-—% —T_FHF
HK$’000 HK$’000
FER FAET
20,144 20,257
1,456 1,379
(1,377) (1,492)
20,223 20,144
(6,723) (224)
13,500 19,920

RBEHAR AEBEBRPARBEED
290,860,000/ jr (= T = & 4 : 276,955,000 &%
7C) AT B R RO ) o p 0 R SRR B AR B9 N ]
A ﬂi?ﬁﬁﬁtﬁﬁ‘igﬂéﬁﬁﬁ‘%kﬁiﬁﬁi €
RUER OIS BB AT A E R B4
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For the year ended 31 December 2021
T F+ZA=+—HILFE

Number of shares Amount
i - §E| ]
HK$’000
FAT
Authorised: EE
Ordinary shares of HK$0.1 each at RZE_ZTF-—H—H —T_F
1 January 2020, 31 December 2020, F+ZA=+—R0 ZFT_—F
1 January 2021 and 31 December 2021 —A—BR=ZZFE=_—%F+=A
=+—BHEBREEO.1
7 TT B I i AR 10,000,000,000 1,000,000
Issued and fully paid: ERITRBE :
Ordinary shares of HK$0.1 each at RZZFEZFTF—H—B  ZZTTF
1 January 2020, 31 December 2020 and +Z=-A=+—HAR=F=—F—
1 January 2021 A—BXSKREEC1ETTH
T E 359,726,850 35,973
Issue of shares on placement (note i) fic & B B 1T IR 0 (A7 a2i) 71,945,370 7,194
Ordinary shares of HK$0.1 each at RZEZ—F+=A= WL El &Y
31 December 2021 BEREEAE LN LA 431,672,220 43,167
Note: Mt -

(i) On 27 May 2021, the Company and a placing agent entered
into a placing agreement in respect of the placement of
71,945,370 ordinary shares of HK$0.1 each at a price of
HK$0.215 per share under general mandate, to not less than
six placees who are independent third parties to the Group (the
“Placement”). The Placement was completed on 17 June 2021.

The net proceeds from the Placement amounted to approximately
HK$15.3 million after deducting expense of approximately
HK$117,000, approximately HK$7,194,000 and HK$8,157,000
were credited to share capital and share premium respectively
upon the issue of the new shares. The anticipated net proceeds
from the Placement would be utilised for investment in the
listed and/or unlisted securities in the aggregate amount of
approximately HK$5.5 million, repayment of short term loan and
payment of interest in the aggregate amount of approximately
HK$6.8 million and the remaining balance would be used as the
Group’s general working capital.

The Group’s objectives when managing capital are to
safeguard the Group’s ability to continue as a going concern
and to maximise the return to the shareholders through
the optimisation of the debt and equity balance. The
capital structure of the Group comprises all components of
shareholders’ equity.

COCOON HOLDINGS LIMITED #EXSZBRAERAT

R-ZTE-_—EFERA-++tH ARARHEEERE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

The Group reviews the capital structure frequently by
considering the cost of capital and the risks associated with
each class of capital. The Group will balance its overall
capital structure through the payment of dividends, new share
issues and share buy-backs as well as the issue of new
debts, redemption of existing debts or selling assets to reduce
debts. No changes were made in the objectives, policies or
processes for managing capital during the years ended 31
December 2021 and 2020.

The only externally imposed capital requirement is that for
the Group to maintain its listing on the Stock Exchange it
has to have a public float of at least 25% of the shares. The
Group receives a report from the share registrars monthly
on substantial share interests showing the non-public float
and it demonstrates continuing compliance with the 25% limit
throughout the year. As at 31 December 2021, 74.95% (2020:
72.8%) of the shares were in public hands.

e ISR M R

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

AEBBABERESKRARESEEARNABAN
Ek  CEBZEALRE ASECEBINAR
8 BAOHBROERROEBARETHEL B
EIREEHENHEEENRKERE  KEHELE
BEAGERE REE-_Z-_—FR-ZT=_ZF
+ZA=+—BLFERN EEEANEEZ K
KA W EELEMES -

ME—oNEfeR b EERERR - AREBEMARERFE
B EmMa  EARFRERL AR
NHI25% - REBEG AKRIIROBEELERT
FARERENEAROERNORE  HBETE
FHUFEBEFAR2%MBE - R =_—F+=A
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For the year ended 31 December 2021

- F+ZA=+—RLFE

Non-current assets

Property, plant and equipment
Rights-of-use assets
Investments in subsidiaries
Loan notes

Current assets

Other receivables, deposits and
prepayments

Loan notes

Financial assets at FVTPL

Financial assets at FVTOCI

Due from securities brokers
Amount due from a subsidiary
Bank balances and cash

Current liabilities

Due to securities brokers
Other payables and accruals
Lease liabilities

Promissory notes

Net current assets

Total assets less current liabilities

Non-current liabilities
Lease liabilities
Promissory notes

Net assets

Capital and reserves
Share capital
Reserves

TOTAL EQUITY

L
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Approved and authorised for issue by the Board of Directors

on 28 March 2022.

2021

—E-—
Note HK$°000
liogza THET

486
27
19,070

19,584

282
1,250

61,938

25,545
145
49,282
1,635

140,077

1,087
2,066

282
6,723

10,158
129,919

149,503

208
13,500

13,708
135,795
43,167
(a) 92,628

135,795

633
52,245

46,944

30,600
802
19,264
7,905

158,393

1,701
732
208
224

2,865
155,528

175,169

19,920
19,920
155,249
35,973
119,276

155,249

R-E-_—F=-A-+ ) \BEE=ci & REE

% -

Wu Ming Gai Chan Carman Wing Yan
A 85 £ B 3k iR
Chairman Director
FE EE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Notes:

(a) Movements in Company’s reserves

At 1 January 2020

Loss and total comprehensive income
(expenses) for the year

At 31 December 2020 and
1 January 2021

Loss and total comprehensive
expenses for the year

Issue of shares in Placement

Cost of issuing new shares under
Placement

At 31 December 2021

RZZE-T5—-A—H

FREERZERE (FAX)
FEE]
R=ZF=-FEF+=-A=+—-H
k=E=—%5—-H—H
FRABERZERX
BE
REERETRMD
BEEEZHTHRZEE

RZE=Z—-%+=-A=+—-H

Share
premium

B RE
HK$'000
THL

41,313

41,313

8,274

(117)

49,470

The amounts of the Group’s reserves and movements
therein are presented in the consolidated statement
of profit or loss and other comprehensive income and
consolidated statement of changes in equity.

Share premium represents the amount by which
the issue price of shares exceeds the par value of
those shares and is distributable to shareholders of
the Company provided that immediately following
the date on which the dividend is proposed to be
distributed, the Company will be in a position to pay
off its debts as and when they fall due in the ordinary

course of business.

e ISR M R

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

Hrat

(a) AAFRFEED

Financial
assets at
Contributed FVTOCI Accumulated

surplus reserve losses Total

RAREREM

2EREGIRZ
EXRH% LREERR ES 3 “wm
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET
107,918 10,900 (37,782) 122,349
— 1,200 (4,273) (3,073)
107,918 12,100 (42,055) 119,276
— (5,055) (29,750) (34,805)
— — — 8,274
— — — (117)
107,918 7,045 (71,805) 92,628

AEERFRENSEREEHEREBSRE
MEEREREGAREEHRANIR -

B EEBEERNETEBLZERN 2
HEZE®E XA ”ﬁ%ﬁ“ﬂ%%'
ﬁ\ﬁﬁgﬁﬁﬂ% NS ECJRIPAN/N
ARERBREBEFEBRETEERR J%
B -
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For the year ended 31 December 2021
E-Z-_—F+-A=t+—HILFE

Financial assets at FVTOCI reserve represents

the cumulative net change in fair value of equity

investments held at the end of the reporting period

and recognised in accordance with the accounting
policy adopted for equity instruments in note 4(f) to
the consolidated financial statements.

(a)

(b)

The contributed surplus of the Company arose
as a result of the Capital Reorganisation that the
entire amount standing to the credit of the share
premium account of the Company was reduced
to nil and the credit arising from such reduction
be transferred to an existing account of the
Company designated as the contributed surplus
account of the Company. Thereafter, the amount
approximately HK$200.4 million standing to the
credit of the contributed surplus account of the
Company was applied in full towards offsetting
the entire amount of the accumulated losses of
the Company; and

the par value of each of the issued shares was
reduced from HK$1.00 to HK$0.10 per issued
share by the cancellation of the paid up share
capital of the Company to the extent of HK$0.90
per issued share by way of a reduction of capital,
such that the par value of the issued Shares
was reduced to HK$0.10 each. The credit arising
from the Capital Reduction was transferred to
the contributed surplus account of the Company
within the meaning of the Companies Act and
be applied for such purposes as permitted by
all applicable laws and the Memorandum of
Continuance and the Bye-laws of the Company
and as the Board considers appropriate.

COCOON HOLDINGS LIMITED #EXSZBRAERAT
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The calculation of net asset value per share is based on the
Group’s net assets of approximately HK$144,403,000 (2020:
HK$162,750,000) divided by the Company’s ordinary shares
in issue of 431,672,220 as at 31 December 2021 and the
ordinary shares in issue of 359,762,850 as at 31 December
2020.

As disclosed in notes 22(v) and 23 to the
consolidated financial statements, the Company had
acquired 28,600,000 shares of RHC, which of shares
are listed in the U.S., with fair value of approximately
HK$12,046,000 as at the date of acquisition by
satisfying LN5 with fair value of approximately
HK$23,176,000 as at the date of its deemed disposal
(being the date of acquisition of 28,600,000 shares
of RHC), resulting a loss on deemed disposal by
approximately HK$10,507,000 recognised in profit or
loss for the year ended 31 December 2021.

As disclosed in notes 22(vi) to the consolidated
financial statements, the Group had subscribed
LN6, with principal value of HK$30,000,000. The
subscription of LN6 was satisfied by LN3 with fair
value of approximately HK$34,623,000 as at the date
of its deemed disposal (being the date of subscription
of LN6), resulting in a loss on deemed disposal
by approximately HK$3,383,000 recognised in the
consolidated profit or loss for the year ended 31
December 2021.

For the year ended 31 December 2021
HE-_T-—F+-A=t+—BLLFE

BEREEFEDNRBASEEZEEFED
144,403,000/ 7T (= & — 2 4 : 162,750,000 /&
T)BRAARG ZEZ—F+ZA=+—HH
431,672,220k B BT EBER N T _TF + =
A=+—HH#359,762,850 % B T L BT E -

BN AR S B 5 R 3R M RE 22(v) & 23 BT
B AR A2 WERHCH 28,600,000 %
B HBROREBRED  AAERK
B B H1 49 512,046,000/8 T * R BB
BEXREZEBES(EAAERRIELEE
5y B Uz BERHCHY 28,600,000 A% % 1 &
H# 423,176,000/ L)  BEHREE=
T - —&FE+-_A=+—BLEFERIEZR
BR AP SR AR /B i B /Y 5 18 £910,507,000
BT o

AR A B 7 R 3R M 5E 22(vi) T # FE
AEBERBERZEG6 A& A
30,000,000/ 7T > REERZIE6AE K
ZEI(EAREREBELERE &
REERZE6E B 4 534,623,000
TEMN  BRREE—_ZT-_—F+_A
St HALFERESEBRPREREME
i & #5548 #93,383,0008 7T °
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For the year ended 31 December 2021
E-Z-_—F+-A=t+—HILFE

As disclosed in note 22(ii) to the consolidated
financial statements, the Group had subscribed
LN2, with principal value of HK$27,000,000.
The subscription of LN2 was satisfied by (i)
the consideration receivables with fair value of
approximately HK$7,655,000; and (ii) CB with fair
value of approximately HK$19,016,000, as at their
respective dates of deemed disposals (being the date
of subscription of LN2), resulting in a gain on deemed
disposals by approximately HK$329,000 recognised
in the consolidated profit or loss for the year ended
31 December 2020.

As disclosed in notes 22(iv) to the consolidated
financial statements, the Group had subscribed
LN4, with principal value of HK$20,000,000. The
subscription of LN4 was satisfied by (i) deposit
paid for investment as earnest money amounted to
HK$10,000,000 paid by the Group with fair value of
approximately HK$8,622,000 as at the date of its
deemed disposal (being the date of subscription of
LN4); and (ii) cash consideration of HK$10,000,000,
resulting a gain on deemed disposal by approximately
HK$1,378,000 recognised in the consolidated profit or
loss for the year ended 31 December 2020.

COCOON HOLDINGS LIMITED #EXSZBRAERAT

U0 AR S B RS 3R 3R BT EE22(i)FT #E &
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

As disclosed in notes 23 to the consolidated financial
statements, the Group had acquired 1,120,000 shares
of WHC, which shares are listed in the United States,
with fair value of approximately HK$25,334,000 as
at the acquisition date. The acquisition of WHC was
satisfied by (i) deposit paid for investment amounted
to HK$5,500,000 paid by the Group with fair value of
approximately HK$4,742,000; and (ii) LN1 with fair
value of approximately HK$24,207,000 as at their
respective dates of deemed disposals (being the
date of acquisition of 1,120,000 shares of WHC),
resulting a loss on deemed disposal by approximately
HK$3,615,000 recognised in the consolidated profit or
loss for the year ended 31 December 2020.

e ISR M R

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

WMER A B RERM 23 HE - R
& E 2 Y 1,120,000 % R = B &Y
WHCHK % - BEREBAEHMN A ALELY
425,334,000/ 7T © WHIEWHCE B A |
FREM:(VENEEAKREINNES
5,500,000 7T © A 7o 1B #74,742,000 5
T RGP ES B REDLE B BBk
BEWHC 1,120,000f% & 7 & B) A 7o (&
#49524,207,0008 TR ERZHE1 -
REBEEZE-ZZ -5+ -_A=+—HIHF
ERGEEmTERBELENEED
3,615,000 7T °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR MR

For the year ended 31 December 2021
HE_Z-_—F+-A=+—HILFE

The table set forth below is the detail changes in the
Group’s liabilities arising from financing activities,
including both cash and non-cash changes. Liabilities
arising from financing activities are those for which cash
flows were, or future cash flows will be, classified in the
Group’s consolidated statement of cash flows as cash
flows from financing activities.

1 January
2021
—E--F
-R-H
HK$'000
THER

Lease liabilities HEAE 208
Promissory notes (Note 28) A& 2 (f:728) 20,144

20,352

1 January
2020
e 35
-A-H
HK$'000
THAT

Lease liabilities MEAE 490
Promissory notes (Note 28) &t Z(/i15728) 20,257

\

20,747
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TRAXEBERABERDELNEEEDF
B ERASKIRSEY KERELD

MBEEERERED

4

mL

IARKBEREKE

RAEBEHARERERDBRRARER
PHRERENZEZEE -

Cash flows

RERE
HK$'000
TERL

(300)
(1,377)

(1,677)

Cash flows

RemE
HK$'000
THET

(300)
(1,492)

(1,792)

Addition
nE
HK$000
TR

569

569

Addition

NE
HK$'000
THET

Interest
charges

FERX
HK$’000
ThRT

13
1,456

1,469

Interest
charges

MEF %
HK$'000
TRET

18
1,379

1,397

31 December
2021
—E--F
+=A=+-H
HK$'000

TR

490
20,223

20,713

31 December
2020
g 3
t=R=+-A
HK$'000

THT

208
20,144

20,352



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e ISR M R

For the year ended 31 December 2021
HE-_ZT-_—F+-A=+—BILFE

Amounts included in the consolidated cash flow GEREenERTEHAEENEENT ¢
statements for lease comprise the following:

2021 2020
—E-—F —EFF
HK$’000 HK$°000
FER F T
Within operating cash flows KEREMEN 13 18
Within financing cash flows BMERESREN 287 282
300 300
These amounts relate to the following: ZECHEENTSEIEFH :
2021 2020
—E-—F —EFF
HK$°000 HK$’000
FER FAT
Lease rental paid BEfHEE 300 300
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For the year ended 31 December 2021
T F+ZA=+—HILFE

(@) On 29 February 2016, the Company entered into an

investment management agreement (“Investment
Management Agreement”) with Tiger Securities Asset
Management Company Limited (“Tiger Securities”),
pursuant to which Tiger Securities has agreed to act as
the investment manager of the Company and to provide
investment management services to the Company for a
period of two years commencing from 1 March 2016 and
expiring on 28 February 2018.

According to the Investment Management Agreement,
Tiger Securities shall be entitled to a management fees
of 0.5% per annum on the net asset value as per the
management account of the Company of the preceding
month with an annual cap of HK$1,800,000.

On 24 November 2016, the Company entered into a
supplemental investment management agreement
(“Supplemental Investment Management Agreement”)
with Tiger Securities, pursuant to which, with effect from
1 January 2017, management fees as set out in the
Investment Management Agreement shall be changed
from 0.5% per annum on the net asset value as per the
management account of the Company of the preceding
month with an annual cap of HK$1,800,000 to 1% per
annum on the net asset value as per the management
account of the Company of the preceding month with an
annual cap of HK$2,980,000. Save as above changed,
all other terms and conditions set forth in the Investment
Management Agreement shall remain unchanged, in full
force and effect.

On 28 February 2018, the Company entered into a
renewal agreement with Tiger Securities to renew
the investment management services period from 28
February 2018 to 28 February 2019.

On 28 February 2019 and 28 August 2019, the Company
entered into renewal agreements with Tiger Securities
respectively, to renew the investment management
services period from 28 February 2019 to 31 August 2019
and further extended to 29 February 2020.

COCOON HOLDINGS LIMITED #EXSZBRAERAT
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FEEBFOS%CERE  FHMEFLERA
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T WAARAREH E—EAANERER T
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(a)

(Continued)

With effective from 1 September 2019, management fee
to Tiger Securities shall be changed from 1% per annum
on the net asset value as per the management account of
the Company of the preceding month to 0.8% per annum
on the net asset value as per the management account
of the Company of the preceding month with unchanged
annual cap at HK$2,980,000.

On 28 February 2020 and 7 December 2020, the
Company entered into renewal agreements with Tiger
Securities respectively, to renew the investment
management services period to 31 August 2021. On
16 December 2021, the Company entered into renewal
agreement to further extend the investment management
services to 31 August 2022 and change the annual cap to
HK$660,000.

Mr. Wu Ming Gai, an executive director of the Company,
is a director and responsible officer of Tiger Securities.

The management fees and incentive fee paid and payable
to Tiger Securities are as follows:

Tiger Securities: REERSF
Management fees T8

The above management fees paid or payable to Tiger
Securities are continuing connected transactions (“CCT”)
as defined in Chapter 14A of the Listing Rules but
regarded as de minimis transaction pursuant to Rule
14A.76(1) of the Listing Rules as the CCT had fulfill the
relevant requirements.

Remuneration of key management personnel of the Group
representing amounts paid to the Company’s executive
directors is disclosed in note 15(c) to the consolidated
financial statements.

For the year ended 31 December 2021
HE-_T-—F+-A=t+—BLLFE

(a) (&)

BE-Z-NAEhLA— A ZEELFNEE
BERALt—EAAXAAEEERREE
FEMNI%ER B LE—BARRRIEEEKE
FEEFEMNS%  2FERTE A
2,980,000 JT °

RZF-_ZFF_A-+tNBR=-ZF_FF
T-AtR ARBRDHEREEFITLE
BN EEREEBRBHPHE-_T——
FNA=+—H R=ZB=Z—F+=ZA+~
A ARBEFVEREGS £ FTERERE
EEREHEE_ZE=-_—FN\A=+—18 -
I % B & 4 E R %660,00078 7T °

RRABATEFRHRELERFTRIEFTNE
ERBEAR -

ENERENEREFNERERESOT ¢

2021 2020
—E-—F —ETFF
HK$°000 HK$'000
FER F# T
1,309 1,299

LB EN TR ST EEB(LEDN
BHADFMAAEFMAENHEBREZIS ([
BHEEXZ])  Am REBECETHASE
14A 76K HRBFEREIFFTEBREMA
B EEBRARAEREREKTEHR
% °

AEETREBASNHFHAKREMBHRE

ME15(C)MKBERARRATEENNE
B o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR MR

For the year ended 31 December 2021
HE_Z-_—F+-A=+—HILFE

The following is a list of subsidiaries at 31 December 2021: n

Principal activities

Particulars of

— S+t A=+ —HZMERAAFEN

Place of and place of issued share
Name of subsidiary incorporation operation capital Interest held
il PR = 1 AR 3L it 26 TEXBREXEH BRTRAFE P 455 7 25
2021 2020
—E-- —Z_FF
IT Star Limited* British Virgin Islands Investment holding 1 ordinary share 100%* 100%
in Hong Kong of US$1
IT Star Limited* EEELES RERR /BB 1REE1E T
2 EBR
Datacom Venture Limited* British Virgin Islands Inactive in Hong Kong 1 ordinary share 100%* 100%
of US$1
Datacom Venture Limited* EBRIHS TER/ BB 1REEIET
ZERER
Studio V Limited* Hong Kong Investment holding in HK$10,000 100%* 100%
Hong Kong
Studio V Limited* B REZER/BE 10,0007 7T

* Shares held directly by the Company. * RAREERFEZRG -

None of the subsidiaries issued any debt securities at the end RBEER SHEBR AW EBEITEMBESH
of the Reporting Period. Bzl

COCOON HOLDINGS LIMITED #EXSZBRAERAT



Since early 2020, the epidemic of Coronavirus Disease
2019 (the “COVID-19 outbreak”) has spread across China
and other countries and it has affected the business and
economic activities of the Group as well as the Group’s
investees to some extent. The overall financial effect
cannot be reliably estimated as of the approval date
of these consolidated financial statements. The Group
will closely monitor the development of the COVID-19
outbreak and continue to evaluate its impact on the
business, the financial position and operating results of
the Group.

On 11 March 2022, the Group has entered into a non-
legally binding memorandum of understanding (“MOU”)
with JPEX Technical Support Co. Pty Ltd (“JPEX”).
Pursuant to the MOU, JPEX will seek to utilise its artificial
intelligence program trading and arbitrage trading
technologies for securities trading and other forms of
transactions within 6 months with the Company to expand
its business using blockchain technology in the hope
of achieving a mutually beneficial win-win situation.
The Company and JPEX aim to explore investments
of up to US$10 million in various areas of blockchain
technology, including but not limited to non-homogenised
tokens, trading marketplaces, decentralised autonomous
organisations and others. Details of above are set out in
the Company’s announcement dated 11 March 2022.

For the year ended 31 December 2021
HE-_T-—F+-A=t+—BLLFE

BE-Z_ZFYUR FETRESERE
(fCcoOVID-198 % NERFREANEMBERE
W E—ERELVETAEBEAREH
WERERRMEBREETE - HEZER
AR AERE - MEER SEHAE
By E - ASE K= - )ECOVID-19
BENEREBR  CEETGHHEUAEEE
% HERAREEEBNTE -

RZZE-Z—_F=F+—H ' &N&E B EHIPEX
Technical Support Co. Pty Ltd ([JPEX ) 5T
YTNEZEROR N2 RBRERS([REBEERES
8% ) - RILR R E =8k - JPEXHEE S A
NERRAFSKAIAEAIESEREARS R
ENZZEN  EARBHFEEREMEN
2R BNAERRERNEERERNS 2
2 HEEHEERINERNUR - AQ
AIHEJPEXE BEREFLETEZR —TEET
EHERBERITNTRED  BFEETRER
FRBEERE RHMEHEFE  D2HABR
AR N = A NN Tl =
T-_—_F=A+—HBHRE-
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FIVE YEAR FINANCIAL SUMMARY

2017
T —+F
HK$°000
FHEL

(205,508)

2017

—T—+F

AFMBHRE

Results: HE

(Loss) profit attributable to owners of 7" A @) A A JE 16 (5 18)
the Company ikl

Assets and liabilities: EERAR:

Current assets MBEE

Total assets BEMARA

Current liabilities nYaE

Total liabilities BEAS

Shareholders’ funds RRE S

COCOON HOLDINGS LIMITED #EXSZBRAERAT

HK$'000
TRET

220,239

220,268

25,314

45,534

174,734

Year ended 31 December

BE+t-A=+t-HLEE

2018
—ZE-N\EF
HK$'000
TR

(78,458)

2019
—T-NF
HK$’000
FHET

(35,361)

2020
—T-FF
HK$’000
FHT

(4,166)

Year ended 31 December

BHE+-A=1+—-RLEE

2018
—ZE-N\F
HK$'000
TR

161,217

196,846

41,535

61,455

135,391

2019

—T-NF

HK$’'000
TET

110,423

189,821

3,977

24,105

165,716

2020

—E-FF

=T — =

HK$'000
TR

138,921

185,535

2,865

22,785

162,750

2021
—E-_—-F
HK$’000
FTHET

(28,643)

2021
—E-—-F
HK$’000
THERT

92,982

168,269

10,158

23,866

144,403



