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ANNUAL RESULTS
FOR THE YEAR ENDED 31ST DECEMBER, 2018

The board of directors (the “Board) of Daido Gxo Limited (the “Company”) is pleased to announce
the audited consolidated results of the Companyingubsidiaries (the “Group”) for the year enlde
31st December, 2018, together with the compardiyaes for the corresponding period in 2017 as

follows:

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31ST DECEMBER, 2018

NOTES 2018 2017
HK$'000 HK$'000
Revenue 2 309,246 275,493
Direct costs (263,900) (245,951)
Gross profit 45,346 29,542
Other income 3 1,786 1,257
Selling and distribution expenses (17,654) (12,529)
Administrative expenses (44,813) (39,194)
Impairment losses recognised on loan receivables (849) -
Impairment losses recognised on trade receivables (506) (36)
Other gains and losses 4 (6,458) (8,314)
Share of loss of an associate (8,021) -
Finance costs 5 (6,765) (6,077)
Loss before tax (37,934) (35,351)
Taxation 6 - -
Loss for the year (37,934) (35,351)

* For identification purpose only




NOTES 2018 2017

HK$'000 HK$'000
Other comprehensive (expense) income for the year
Item that may be reclassified subsequently to profit
or loss:
Exchange differences arising on translation
of foreign operations (596) 381
Total comprehensive expense for the year (38,530) (34,970)

Loss for the year attributable to:
Owners of the Company (37,934) (35,351)
Non-controlling interests - -

(37,934) (35,351)

Total comprehensive expense for the year
attributable to:
Owners of the Company (38,530) (34,970)
Non-controlling interests - -

(38,530) (34,970)
Loss per share - basic 8 (HK1.56 cens) (HK1.45 cents)
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AT 31ST DECEMBER, 2018
NOTES 2018 2017
HK$'000 HK$'000
NON-CURRENT ASSETS
Property, plant and equipment 4,876 7,578
Goodwill 68 68
Interest in an associate 10,998 -
Loan to an associate 47,525 -
Financial assets at fair value through profit avgs|
(“FVTPL") 731 -
Equity instrument at fair value through other
comprehensive income (“FVTOCI”) - -
Available-for-sale investment - 38,502
Rental deposits paid 25,488 25,038
Pledged bank deposits 105,353 102,975
Loan receivables 9 28,000 12,262
223,039 186,423




CURRENT ASSETS

Inventories

Trade and other receivables, deposits and
prepayments

Loan receivables

Amount due from non-controlling interests
of a subsidiary

Held for trading investments

Bank balances and cash

CURRENT LIABILITIES

Trade and other payables
Contract liabilities

Amount due to an investee

Bank borrowing

Obligations under finance leases

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

CAPITAL AND RESERVES
Share capital
Share premium and reserves

Equity attributable to owners of the Company
Non-controlling interests

NON-CURRENT LIABILITIES
Derivative financial instruments
Obligations under finance leases
Bonds

NOTES
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2018 2017
HK$'000 HK$'000
1,207 693
74,873 59,490
40,464 51,318
- 9,760

- 902
55,898 94,792
172,442 216,955
29,365 28,884
7,530 -

- 39,042
65,000 -
203 594
102,098 68,520
70,344 148,435
293,383 334,858
24,323 24,323
157,331 195,321
181,654 219,644
5,163 14,923
186,817 234,567
6,478 -
88 291
100,000 100,000
106,566 100,291
293,383 334,858




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2018

1.

APPLICATION OF NEW AND AMENDMENTS TO HONG KONG FINNCIAL
REPORTING STANDARDS ("HKFRSs")

New and amendments to HKFRSs that are mandatorily effective for the current year

The Company and its subsidiaries (collectively mefé to as “the Group”) have applied the
following new and amendments to HKFRSs issued byHbng Kong Institutef Certified Public
Accountants ("HKICPA") for the first time in the cant year:

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with Customersthad
related Amendments

HK(IFRIC) - Int 22 Foreign Currency Transactionslakdvance
Consideration

Amendments to HKFRS 2 Classification and MeasureémmeShare-based

Payment Transactions

Amendments to HKFRS 4 Applying HKFRS 9 Financiatinments with
HKFRS 4 Insurance Contracts

Amendments to HKAS 28 As part of the Annual Imprnoesits to HKFRSs
2014 - 2016 Cycle

Amendments to HKAS 40 Transfers of Investment Priype

Except as described below, the application ofniwe and amendments to HKFRSs in the current
year has had no material impact on the Group’snired performance and positions for the
current and prior years and/or on the disclosugest in these consolidated financial statements.

1.1 HKFRS 15 Revenue from Contracts with Customers

The Group has applied HKFRS 15 for the first timehe current year. HKFRS 15 superseded
HKAS 18 Revenue, HKAS 11 Construction Contracts and the related interpretations.

The Group has applied HKFRS 15 retrospectively whth cumulative effect of initially applying
this Standard recognised at the date of initialiegion, 1st January, 2018. Any difference at the
date of initial application is recognised in theeomg accumulated losses and comparative
information has not been restated. Furthermoregcoordance with the transition provisions in
HKFRS 15, the Group has elected to apply the stanadrospectively only to contracts that are
not completed at 1st January, 2018 and has usedprietical expedient for all contract
modifications that occurred before the date ofah@pplication, the aggregate effect of all of the
modifications was reflected at the date of inigplication. Accordingly, certain comparative
information may not be comparable as comparatiternmation was prepared under HKAS 18
Revenue and HKAS 11Construction Contracts and the related interpretations.

The Group recognises revenue from the followingamapurces which arise from contracts with
customers:

* Cold storage

* Loading and handling services

* Logistic and packing services

* Manufacturing and trading of ice

* Trading of food and beverage



The following adjustments were made to the amoretsgnised in the consolidated statement of
financial position at 1st January, 2018. Line itdhmst were not affected by the changes have not
been included.

Carrying
amount Carrying
previoush amounts und:
reported ¢ HKFRS 15 ¢

31st December, 1st January,
2017 Reclassificatio 201¢
HK$'000 HK$'000 HK$'000
(Note!
CURRENTLIABILITIES

Trade and other payab 28,88« (6,932 21,95:
Contract liabilitie: - 6,932 6,93<

Note: At the date of initial application on lsindiary, 2018, included in the total trade and other
payables was an amount of HK$6,932,000 relateddt@rece billings to customers for
cold storage services. This balance is reclassi@iezbntract liabilities upon application of
HKFRS 15.

The following table summarises the impacts of ajpghHKFRS 15 on the Group's consolidated

statement of financial position as at 31st Decembei8, and consolidated statement of cash
flows for the current year for each of the linamteaffected. Line items that were not affected by
the changes have not been included.

Impact on the consolidated statement of financial @sition

Amounts
without
application ¢
As reporte Adjustmens HKFRS 1f
HK$'000 HK$'000 HK$'000
(Note;
CURRENTLIABILITIES
Trade and other payab 29,36: 7,53( 36,89¢
Contract liabilitie: 7,53( (7,530 -
Impact on the consolidated statement of cash flows
Amounts
without
application ¢
As reporte Adjustmens HKFRS 1f
HK$'000 HK$'000 HK$'000
(Note;
OPERATING ACTIVITIES
Increase inrade and other payab 7,692 59¢ 8,29(
Increase inontract liabilitie: 59¢ (598 -

Note: As at 31st December, 2018, advance billtaggustomers for cold storage services but
revenue has not recognised as performance obligakias not yet satisfied before the year
ended 31st December, 2018, amounted to HK$7,530f@0iously included in trade and
other payables, were reclassified to contract|lizs.
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1.2 HKFRS 9 Financial | nstruments

In the current year, the Group has applied HKFRS&ifancial Instruments and the related
consequential amendments to other HKFRSs. HKFR&8r@duces new requirements for (1) the
classification and measurement of financial assetsfinancial liabilities, and (2) expected credit
losses (“ECL”) for financial assets.

The Group has applied HKFRS 9 in accordance wehtridginsition provisions set out in HKFRS 9.
i.e. applied the classification and measurementireaients (including impairment under ECL
model) retrospectively to instruments that have lme¢n derecognised as at 1st January, 2018
(date of initial application) and has not applibé tequirements to instruments that have already
been derecognised as at 1st January, 2018. Thexeatlitfe between carrying amounts as at 31st
December, 2017 and the carrying amounts as atahstady, 2018 are recognised in the opening
accumulated losses, without restating comparatif@mation.

Accordingly, certain comparative information mayt be comparable as comparative information
was prepared under HKAS B3nancial Instruments. Recognition and Measurement.

Summary of effects arising frominitial application of HKFRS9

The table below illustrates the classification andasurement of financial assets and financial
liabilities and other items subject to ECL under FRS 9 and HKAS 39 at the date of initial
application, 1st January, 2018. Line items thatewmot affected by the changes have not been
included.

Carrying Carrying
amount amount
previouslh unde
reported ¢ HKFRS 9
31st at 1si
Decembe January,
2017 Reclassificatio Remeasureme 2C18
HK$'000 HK$'000 HK$'000 HK$'000
Available-for-sale investmer
- HKAS 39 (1.2(9)) 38,50x (38,50:) - -
Equity instrument at FVTOI
- HKFRS 9(1.2(¥)) - 38,50: 54C 39,04
FVTOCI reserve
- HKFRS 9(1.2(¥)) - 110,61 (540 110,07t
Accumulaterlosse
- HKFRS 9 (1.2(a)) 218,010 (110,619 - 107,392
Held for trading investments
- HKAS 3¢ (1.2(k)) 90z (902; - -
Financial assets at FVTF
- HKFRS 9(1.2(k)) - 90z - 90z

(a) Available-for-sale (“AFS”) investment

The Group elected to present in other comprehernisogne for the fair value changes of all
its equity investment previously classified as AF8is investment is not held for trading and
not expected to be sold in the foreseeable fuiMréhe date of initial application of HKFRS 9,
HK$38,502,000 were reclassified from AFS investntengquity instruments at FVTOCI, of
which related to unquoted equity investment presfipumeasured at cost less impairment
under HKAS 39. The impairment loss of HK$110,618,06lating to this unquoted equity
investment previously carried at cost less impantweas transferred from accumulated losses
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(b)

to FVTOCI reserve and the fair value gain of HK$®OD relating to this investment were
adjusted to equity investments at FVTOCI and FVT@#3krve as at 1st January, 2018.

Held for trading investments

The Group has reassessed its investments in esgityrities classified as held for trading
under HKAS 39 as if the Group had purchased thasestments at the date of initial
application. Based on the facts and circumstansesitathe date of initial application,
HK$902,000 of the Group’s investments were no lorged for trading and the Group did
not elect to designate the equity securities at ®E€T. The investment continued to be
measured at FVTPL and classified as financial assefVTPL.

There was no impact on the amounts recognisedatiae to these assets from the application
of HKFRS 9.

Impairment under ECL model

The Group applies the HKFRS 9 simplified approacimeasure ECL which uses a lifetime
ECL for all trade receivables from contracts. Exdep those which had been determined as
credit impaired under HKAS 39, trade receivableshwiustomers have been assessed
individually with outstanding significant balance#h customers, the remaining balances are
grouped based on past due analysis.

The Group has therefore estimated the expectedraiss for the trade receivables with
customers based on the assessment by the diretttwes Company, if the expected credit loss
model were to be applied by the Group, there wbelto material impact on the accumulated
amount of impairment loss to be recognised by trau@ as at 1st January, 2018 as compared
to the accumulated amount recognised under HKAS 39.

ECL for other financial assets at amortised codutiing loan and other receivables, amounts
due from related companies, loan to an associkdge bank deposits, and bank balances are
assessed on 12-month ECL (“12m ECL”) basis as thatkbeen no significant increase in
credit risk since initial recognition.

New and amendments to HKFRSs in issue but not yet effective

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

HKFRS 16 Leasés
HKFRS 17 Insurance Contratts
HK(IFRIC) — Int 23 Uncertainty over Income Tax atment$
Amendments to HKFRS 3 Definition of a Busirfess
Amendments to HKFRS 9 Prepayment Features withatilegCompensatidn
Amendments to HKFRS 10 Sale or Contribution ofgés$etween an Investor and
and HKAS 28 its Associate or Joint Venture
Amendments to HKAS 1 Definition of Material
and HKAS 8
Amendments to HKAS 19 Plan Amendment, Curtailnger$ettlemerit
Amendments to HKAS 28 Long-term Interests in Ass@s and Joint Ventures
Amendments to HKFRSs Adrogrovements to HKFRSs 2015-2017 Cycle



Effective for annual periods beginning on or aftst January, 2019

Effective for annual periods beginning on or afietate to be determined

Effective for annual periods beginning on or aftet January, 2021

Effective for business combinations and assetiaitmuns for which the acquisition date is on
or after the beginning of the first annual peri@gjinning on or after 1st January, 2020
Effective for annual periods beginning on or mfist January, 2020

A W N P

Except for the new HKFRSs mentioned below, theatlims of the Company anticipate that the
application of all other new and amendments to H&ERvill have no material impact on the
consolidated financial statements in the foresechibure.

HKFRS 16 Leases

HKFRS 16 introduces a comprehensive model for dlemtification of lease arrangements and
accounting treatments for both lessors and less##€ERS 16 will supersede HKAS l7eases
and the related interpretations when it becomextbe.

HKFRS 16 distinguishes lease and service cont@cthe basis of whether an identified asset is
controlled by a customer.

Distinctions of operating leases and finance leasesremoved for lessee accounting, and is
replaced by a model where a right-of-use assetarairesponding liability have to be recognised
for all leases by lessees, except for short-teawds and leases of low value assets.

The right-of-use asset is initially measured att @&l subsequently measured at cost (subject to
certain exceptions) less accumulated depreciatimh ianpairment losses, adjusted for any
remeasurement of the lease liability. The leadwlilig is initially measured at the present valde o
the lease payments that are not paid at that Satesequently, the lease liability is adjusted for
interest and lease payments, as well as the ingbdease modifications, amongst others. For the
classification of cash flows, the Group currenthegents operating lease payments as operating
cash flows. Upon application of HKFRS 16, leasenpayts in relation to lease liability will be
allocated into a principal and an interest portidrich will be presented as financing cash flows
by the Group.

Under HKAS 17, the Group has already recognisedszet and a related finance lease liability

for finance lease arrangement where the Groupléssee. The application of HKFRS 16 may

result in potential changes in classification oédb assets depending on whether the Group
presents right-of-use assets separately or witienseame line item at which the corresponding

underlying assets would be presented if they wessed.

Other than certain requirements which are alsoiegigke to lessor, HKFRS 16 substantially
carries forward the lessor accounting requirement$KAS 17, and continues to require a lessor
to classify a lease either as an operating leaadioance lease.

Furthermore, extensive disclosures are requirddiyRS 16.



As at 31st December, 2018, the Group has non-dabteloperating lease commitments of
HK$344,053,000. A preliminary assessment indicdted these arrangements will meet the
definition of a lease under HKFRS 16. Upon appiamabf HKFRS 16, the Group will recognise
a right-of use asset and a corresponding liakitityespect of all these leases unless they qualify
for low value or short-term leases.

In addition, the Company currently consider reflbidaental deposits paid of HK$25,812,000 as
rights under leases to which HKAS 17 applies. Basedhe definition of lease payments under
HKFRS 16, such deposits are not payments relabnthé right to use the underlying assets,
accordingly, the carrying amounts of such depasiéy be adjusted to amortised cost and such
adjustments are considered as additional lease gragmAdjustments to refundable rental

deposits paid would be considered as additionadelggayments and included in the carrying

amount of right-of-use assets.

The application of new requirements may result hianges in measurement, presentation and
disclosure as indicated above. The Group inten@sdeit the practical expedient to apply HKFRS
16 to contracts that were previously identifiedesse applying HKAS 17 and HK(IFRIC)-Int 4
Determining whether an Arrangement contains a Lease and not apply this standard to contracts
that were not previously identified as containinigase applying HKAS 17 and HK(IFRIC)-Int 4.
Therefore, the Group will not reassess whethectmracts are, or contain a lease which already
existed prior to the date of initial applicatiorurthermore, the Group intends to elect the modified
retrospective approach for the application of HKFR& as lessee and will recognise the
cumulative effect of initial application to openimgtained profits without restating comparative
information.

REVENUE AND SEGMENT INFORMATION

Information reported to the executive directorsthhé Company, being the chief operating
decision makers, for the purposes of resource aillmt and assessment of segment performance
focuses on the types of services provided. No ¢ipgraegments identified by the chief operating
decision makers have been aggregated in arrivitigeateportable segments of the Group.

Specifically, the Group's reportable segments undléFRS 8 "Operating Segments" are as
follows:

1. Cold storage and related services in Hong K&@gl{l storage and related services")

2. Trading of food and beverage in the People’suRbp of China (“PRC”) ("Trading of food
and beverage")

3. Money lending services in Hong Kong ("Money lergdservices")
Segments revenues and results

The following is an analysis of the Group's rewerand results by reportable and operating
segment.



For the year ended 31st December, 2018

Cold storage Trading Money
and related  of food and lending
services beverage services Total

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

Revenue 224,567 75,076 9,603 309,246
Segment (loss) profit (12,029) (13,053) 2,626 (22,456)
Unallocated income 1,039
Unallocated expenses (15,072)
Change in fair value of financial assets

at FVTPL (171)
Finance costs (1,274)
Loss before tax (37,934)

For the year ended 31st December, 2017

Cold storage Trading Money
and related of food and lending
services beverage services Total
HK$'000 HK$'000 HK$'000 HK$'000
Revenue 210,350 58,933 6,210 275,493
Segment (loss) profit (13,968) (8,260) 1,860 (20,368)
Unallocated income 996
Unallocated expenses (13,413)
Change in fair value of held for trading
investments 200
Finance costs (2,766)
Loss before tax (35,351)

The accounting policies of the operating segmergshee same as the Group's accounting policies.

Segment profit (loss) represents the profit eatmgdoss from) each segment without allocation
of other income, central administration costs tmainly include partly auditor's remuneration,
rental expenses and directors' remuneration, chianfger value of held for trading investments,

change in fair value of financial assets at FVTRH aertain finance costs. This is the measure
reported to the chief operating decision makers,tifi@ purposes of resource allocation and

perform ance assessment.
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OTHER INCOME

2018 2017
HK$'000 HK$'000
Bank interest income 972 951
Government subsidy 338 -
Imputed interest income on loan to an associate 281 -
Sundry income 195 306
1,786 1,257
OTHER GAINS AND LOSSES
2018 2017
HK$'000 HK$'000
Change in fair value of derivative financial instrents (6,478) -
Change in fair value of financial assets at FVTPL (171) -
Change in fair value of held for trading investnsent - 200
Gain (loss) on disposal of property, plant and @aeint 191 (1)
Impairment loss on goodwill - (8,513)
(6,458) (8,314)
FINANCE COSTS
2018 2017
HK$'000 HK$'000
Interest on bonds 6,000 6,000
Interest on obligations under finance leases 17 77
Interest on bank borrowing 748 -
6,765 6,077

TAXATION

On 21st March, 2018, the Hong Kong Legislative Gunlurpassed The Inland Revenue
(Amendment) (No.7) Bill 2017 (the “Bill") which inbduces the two-tiered profits tax rates
regime. The Bill was signed into law on 28th Mar2@18 and was gazetted on the following day.
Under the two-tiered profits tax rates regime, firt HK$2 million of profits of the qualifying
group entity will be taxed at 8.25%, and profit®ad HK$2 million will be taxed at 16.5%. The
profits of group entities not qualifying for the dvtiered profits tax rates regime will continue to
be taxed at a flat rate of 16.5%.

The directors of the Company considered the ammwalved upon implementation of the two-
tiered profits tax rates regime as insignificanttte consolidated financial statements. Hong Kong
Profits Tax is calculated at 16.5% of the estimateskssable profit for both years.

Under the Law of the People’s Republic of ChinaEmrerprise Income Tax (the "EIT Law") and
Implementation Regulation of the EIT Law, the takerof the PRC subsidiaries is 25% for both
years.

No provision for Hong Kong Profits Tax and EIT isquired as the individual companies
comprising the Group either incurred a loss or taxdosses to offset the assessable profit.
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DIVIDEND

No interim dividend was paid during the year (201l), nor has any dividend been proposed
since the end of the reporting period (2017: Nil).

LOSS PER SHARE

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

2018 2017
HK$'000 HK$'000
Loss for the purpose of basic loss per share,
attributable to owners of the Company 37,934 35,351
'000 '000
Number of shares
Weighted average number of ordinary shares for
the purpose of basic loss per share 2,432,304 2,432,304

No diluted loss per share is presented as there me@epotential ordinary shares in issue for years
ended 31st December, 2018 and 31st December, 2017.

LOAN RECEIVABLES

2018 2017

HK$'000 HK$'000

Loan receivables 69,313 63,580

Less: Allowance for credit loss (849) -
68,464 63,580

Secured loans 65,973 36,227
Unsecured loans 2,491 27,353
68,464 63,580

Less: Amount due within one year and classified

under current assets (40,464) (51,318)
Amount due after one year 28,000 12,262

The Group holds collateral of some property interégcated in Hong Kong over secured loan
receivables of HK$46,461,000 (2017: HK$36,227,000)e directors of the Company consider
the exposure of credit risk of the secured recddmtafter taking into account the value of the
collateral, is insignificant, as the fair valuetbé collateral (property interests) is higher ttiae
outstanding amount of these receivables at theoétite reporting period.

The Group holds collateral of some equity interestainlisted companies over secured loan
receivables of HK$19,512,000 (2017: Nil). The remivag loan receivables are unsecured.
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10.

Secured loan receivables carry fixed-rate interestged from 11% to 24% (2017: ranged from
11% to 15%) per annum and with maturity ranged fBomonths to 4 years (2017: ranged from 1
year to 3 years). Unsecured loan receivables deseg-rate interests ranged from 11% to 12%
(2017: ranged from 11% to 12%) per annum and wilkunity ranged from 6 months to 2.5 years
(2017: ranged from 6 months to 3 years). All amewftprincipal will be receivable on respective
maturity dates.

The maturity dates of the Group's fixed-rate loageivables before net of allowance of credit loss
are as follows:

2018 2017

HK$'000 HK$'000

Within one year 41,313 51,318
In more than one year but not more than two years 10,000 12,262
In more than two years but not more than five years 18,000 -
69,313 63,580

Before accepting any new borrower, the Group caig research on the creditability of the new
borrower and assesses the potential customer guedity and defines loan terms with borrower.
The credit of the borrowers granted with loansraxgewed once a year.

At 31st December, 2017, there were no loan reciggimast due at the reporting date. The Group
reviews the recoverable amount of each individoahlreceivable at the end of the reporting
period to ensure that adequate impairment losgesiade for irrecoverable amount. Accordingly,

the directors of the Company believe that thereisllowance or impairment required.

As at 31st December, 2018, included in the carrgngunt of loan receivables is accumulated
impairment losses of HK$849,000 (2017: Nil).

TRADE AND OTHER RECEIVABLES, DEPOSITS AND PREPAYMABS

2018 2017

HK$'000 HK$'000

Trade receivables 67,929 53,567
Less: Allowance for credit loss (506) (549)
67,423 53,018

Other receivables 1,090 1,038
Deposits and prepayments 6,360 5,434
74,873 59,490

As at 1st January, 2018, trading receivables froontracts with customers amounted to
HK$53,018,000.

The following is an aged analysis of trade recdeslfnet of allowance for credit loss) presented
based on the invoice dates at the end of the tiegoperiod, which approximate the respective
revenue recognition dates.
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11.

2018 2017

HK$'000 HK$'000

0 - 30 days 24,926 23,374
31 - 60 days 20,010 16,944
61 - 90 days 10,446 7,052
91 - 120 days 6,168 2,671
More than 120 days 5,873 2,977
67,423 53,018

Except for certain customers who are allowed 3®@Qodays credit period, no credit period is
allowed by the Group in respect of provision ofdcetorage and logistics services. No interest is
charged on any outstanding trade receivables.

Before accepting any new customer, the Groupesout research on the creditability of the new
customer and assesses the potential customeris quadty and defines credit limits by customer.
Credit limits granted to customers are revieweceangear.

As at 31st December, 2018, included in the Grouptie receivable balance are debtors with an
aggregate carrying amount of HK$45,655,000 whiehpast due at the reporting date. Out of the
past due balances, HK$3,290,000 has been pastdday3 or more and is not considered as in
default as the default risk of these debtors is ddt@r considering the credit worthiness and past
payment history of these debtors and forward-logkimformation available at the end of the
reporting period. The Group does not hold any tel& over these balances.

TRADE AND OTHER PAYABLES

2018 2017

HK$'000 HK$'000

Trade payables 13,484 9,056
Accrued for staff costs 5,012 4,890
Bond interest payable 2,992 2,992
Other payables, deposits received and accruedeharg 7,877 11,946*
29,365 28,884

*Included in the balances was carrying amount &f$6,932,000 related to advance billings to
customers and reclassified as contract liabiltiigsn application of HKFRS 15 as at 1st January,
2018.

The following is an aged analysis of trade payaplesented based on the invoice dates.

2018 2017

HK$'000 HK$'000

0 - 30 days 7,626 5,862
31 - 60 days 2,479 1,932
61 - 90 days 629 292
91 - 120 days 2,103 14
More than 120 days 647 956
13,484 9,056

No credit period is generally allowed by creditargl no interest is charged on trade creditors.
-14-



MANAGEMENT DISCUSSION AND ANALYSIS

OVERALL RESULTS

For the financial year ended 31st December, 20b® Group’s total revenue amounted to
approximately HK$309 million as compared to appmoately HK$275 million from the preceding
year.

During the period of review, the Group recordeassl|of approximately HK$38 million, compared
to the loss of approximately HK$35 million recorded the year ended 31st December, 2017,
equivalent to an increase of about 8.57%.

The Board attributed the loss primarily to the @gerg loss of its cold storage business and PRC
trading business, the share of loss from a newgigoint venture and the change in fair value of
derivative financial instruments during the year.

In the same period, the Group saw gradual improvemef its cold storage business and adopted
measures to further its development. A decision taien to close the operation of its industrial ice

bar business given its longstanding underperforrma@ur trading operations in the PRC also fell

short of business targets to the detriment of theu@’s overall revenue.

FINANCIAL KEY PERFORMANCE INDICATORS

As at 31 December

2018 2017
Loss per share — basic HK cents (1.56) (1.45)
Net assets per share attributable to owners oCtmpany HK$ 12.06 13.77
Current ratio times 1.69 3.17
Total liabilities to total assets ratio times 0.53 0.42
Gearing Ratio % 55.1% 45.7%
Return on equity ratio % -20.9% -16.1%
Return on assets % -9.5% -8.4%
Assets turnover ratio times 0.77 0.65

REVIEW OF OPERATING SEGMENTS

The Group is principally engaged in cold storage and related business in Hong Kong; trading of
food and beverage business in #RC; provision of money lending services in Hong Kong and
investment holding.

Announced on 6th September, 2018, a substantiabaiction was undertaken with a subsidiary of
the Group, entering into a joint venture (“JV”) Aggiment and Management Service Agreement, to
operate and manage a warehouse in Tsing Yi digithet “JV transaction”). The Group owns 30%
of the JV.

A supplemental Agreement announced on 29th Oct@ir8 stated that each shareholder of the JV
company is obliged to take up the contribution lod total investment amount in proportion to the

shareholding held by the parties, in case of tmaryement of the bank borrowings have not been
satisfied.
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Cold storage and related business

Cold storage

The Group operated two cold storage facilities, muated at Kwai Hei Street, Kwai Chung, and the
other at Wing Yip Street, Kwai Chung. Comparedh® preceding financial year, the performance & thi
segment gradually improved due to turnover increas# higher rental fees charged to customers in
2018. This was especially true for the warehoud#iag Yip Street, whose stock turnover rate imprbve
owing to the extended inventory varieties. SoméhefGroup’s existing clients started to use botitsof
cold warehousing facilities. However, the physicahditions of aging in these structures, coupleth wi
its limited storage capacity, caused the Group&biiity to cope with growing customer needs. This
explains why the performance of this segment lasrial the higher level it achieved in 2016.

Addressing this situation, the Group signed a Imigdoffer letter with one of the landlords on 28th
September, 2018, in relation to the lease renewvaltd existing cold-storage facility at Kwai Helré&et.
Following negotiations with the landlord, the ledsaure of this facility would be officially extead
over an eight-year period, from 15th February, 2@194th February, 2027.

In addition, the Group entered into a JV agreenreSeptember 2018 to develop a cold-storage busines
in Tsing Yi district, reflecting a recalibrated lnsss strategy for its core business. The JV Compalh
allow the Group to harness its management experiencleveloping its cold storage business without
substantial capital expenditure. In addition, theup is expected to generate a stable revenuerstrea
from the investment returns and management feesvedie.

Logistics

The Group’s logistics arm was formed to serve tamers of its cold storage segment. Therefois, it
highly dependent on the latter for its businessgoerance. Presently, there are two divisions opeyat
under the Group’s logistics unit — Logistics-CaBepartment and Development Department.

While the Logistics-Cargo Department facilitategantory transfer from port to warehouse, the Lagist
Development Department undertakes merchandiseedglivom warehouse to the various districts of
Hong Kong. Both these functions serve the logistesds of the Group’s warehousing clients.

However, the profit margin generated by the logsstievelopment operation has been unsatisfactoey, d
to the high operation cost incurred because o$tla¢tered delivery locations all over Hong Kong.

In view of this, the Group has entered into a coaje@en agreement with a logistics company,
subcontracting merchandise delivery to the latteas to improve the operational efficiency and iprof
margin of its logistics business.

Industrial ice bars (for construction use)

This segment contributed only 1 to 2% to the Greup/erall revenues, but the amount of efforts and
resources allocated to sustain its operation a@rajportionately high. During the manufacturingqess

of industrial ice bars, high levels of humidity ayenerated inside the factories, triggering gresdpair
and maintenance cost of the production facilitte®lived. The low returns and higher costs, exatedba
by intense competition from other ice bar suppliprempted the Group’s decision to end the opearmatio
of this business segment between September andé&ctd 2018. By doing so, more attention and
resources could be devoted to developing its maneative cold storage business.

Trading of food and beverage business

The Group’s trading of food and beverage businegsshe mainland recorded increasing revenues in
2018, thanks to the broader variety of productsidisted, but it still fell short of its businesaget.
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The perishable nature of the food and beverageuptedlistributed to a network of supermarkets and
convenience stores, such as fresh milk from Auat@hd New Zealand, presented a challenge to this
segment. During the transportation process, higperation costs are incurred to maintain food gafet
standards required under state and industry regotatincome generated from the segment also turned
out to be inadequate to cover the bottom-line asuhg inflation. The full earning potential of this
segment remains unrealized, partly due to the @ffatess of control of return goods.

In face of the challenges, the Group has beenwawgits fundamental strategy constantly with tiva a
to improve the segment’s profit margin and busimggesvth.

Money lending business

Apart from extending credit facilities to its eximgj cold storage customers, the Group has beennigok
into ways to broaden the base to include new catpoclients. Although revenues from this segment
were stable and profitable, the Group took thesdegito slow its development and free up resoutces
expand the core business of cold warehousing.

The money lending business will therefore not leyafocus in the Group’s future portfolio.

PRINCIPAL RISKS AND UNCERTAINTIES

The business portfolio held by the Group has beeersified to spread out the various operationa an
business risks evenly. That said, efforts have &ksen taken to ensure a delicate balance between
diversity and profitability. The Group has and vatintinue to drop persistently unprofitable segmeast

part of its commitment to build a stronger and austble business mix.

Changes in the macroeconomic environment and mdemtand for the Group’s products and services
could impact its operational and business perfon@ahence affecting its operating income. Another
significant risk facing the Group in the past yeaes cold storage facility depreciation, with agbaity

of its storage capacity and business growth bentgumined.

The Group’s cold warehousing segment is also vabilerto economic headwinds, which might dampen
market demand for imported foodstuff and othergb&ble items, including meat, fruits, vegetabled an
pharmaceuticals, to potentially affect the busines$ormance of its cold-storage facilities. Coesable
demand for cold warehousing is dependent on Homgglsarole as an entrepot and intermediary trade
centre, which will in turn affect the demand of tdlsutors for storage of temperature-sensitive
merchandise.

Uncertainties of the lease agreements relatecet&tbup’s warehousing facilities are a potentisi too.

The Group’s warehousing leases were expired inUgepr2019. This placed immense pressure on its
management team to seek renewal of such leasesuresother warehousing options. As the Group’s

logistics segment shares a largely similar custdmase with the warehousing segment, its performance
could be dampened by falling demand for cold wansh.

A number of proposals were formulated internallg anbmitted to the Group’s senior management for
review and approval in 2018. Critical policy deoiss were made to circumvent the primary risks and
uncertainties facing its operations, including:

1. Investment in a new cold-storage facility at Tsivigdistrict on a joint-venture basis, instead of
renewing its existing lease at Wing Yip street, K@hung, due to a lack of consensus on the rent
review,

2. Lease renewal for its existing cold-storage faceit Kwai Hei Street, Kwai Chung, with better terms
and conditions successfully secured
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3. Termination of its non-performing industrial icerbdusiness, not only to cut losses but also fee u
resources to develop its more promising core segmewld warehousing further.

With the first two decisions made, the Group hawiehted the leasing uncertainties to lay firmesugrd

for the continual growth of its warehousing coresiness. The third decision was made out of
consideration for business sustainability, whichdeemed to be equally important as the Group’s
portfolio diversity.

PROSPECTS

Looking ahead, the world economy appears likelpeaocked by the US-China trade disputes, United
Kingdom’s withdrawal from the European Union, Chsnalowing economy and other undercurrents.
Given the cloudy global outlook, Hong Kong’'s oper drade-reliant economy is projected to grow 2 to
3% in 2019, as market sentiments have turned iscrgly cautious. Should the external headwinds
deteriorate, especially if the US-China trade donéiscalates, then global trade, investment avahtial
markets will be subject to greater shocks.

Faced with the bleak economic prospects, the Gralipeview and refine its business strategy redula
and continuously, while being ready to realignbtsiness operation decisively and swiftly. In tkeary
ahead, the Group will focus its resources on the oeld storage business established through a joint
venture. Committing attention and investments twagje infrastructure development will sharpen its
market edge in the long run.

Cold storage and related services

The Group’s decision not to renew the lease ddtiisage facility on Wing Yip Street, Kwai Chung]pse
avert the high costs of retrofitting and maintagnthe old, run-down warehouse. In this connectiba,
Group has invested heftily in a JV project, undeaicl a large, two-storey cold-storage centre of, G20
square feet located in Tsing Yi, started commenojpegration in March 2019.

This JV project is operated by a wholly owned sdiasy of the Group. Responsible for the daily
management of the JV’s cold-storage facility, tireup expects a significant yield combining investine
returns and management fees receivable from tlisertaking.

The cold-storage project in Tsing Yi representtagiag point in the JV collaboration, following veh a
similar business model will be extended to the PRECket.

Trading of food and beverage business

The Group’s trading of food and beverage busineske PRC is focused on perishable products such as
fresh produce and milk beverages targeting therisisiy domestic consumer market. But the need to
maintain high standards of food safety stipulataden state and industry regulations, especiallthen
transportation of these products to the retailatsilhave greatly increased the Group’s operatstsc
This has presented it with a heavy financial burtteat stands in the way of business expansion and
development.

The Group will continue to refine the segment’'sdquct mix while seeking opportunities to minimise
operation cost and maximise the profit margin.

Money lending business

Development of the Group’s money-lending busineds ve slowed to free resources and used to
develop the new JV project in cold-warehousing. Ewev, the Group will continue to maintain good
operation practices to ensure sustainable intez&stins from its existing base of borrowing clients
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CORPORATE STRATEGY AND LONG-TERM BUSINESS MODEL

The Group has developed its cold storage and logiBtisinesses into principal growth drivers. Uritker
corporate strategy, a strong focus is placed oersifying and enriching its portfolio of operations
which currently includes money lending and tradofgfood and beverage business in the PRC as
supplementary segments for business sustainability.

Leveraging on its existing portfolio strengths, tloup will continue to identify new business
opportunities in Hong Kong and mainland China. Qorently, it will ride on its expertise and
knowledge in cold storage and logistics managenteekpand business involvement in both these areas.
To realise this vision, we will continually striier a higher level of operational excellence, atdvet
retention rate among quality customers and higlsiniess turnover. As before, the Group will offer a
one-stop range of cold storage solutions and atlaeehousing facilities, supported by logistics sars

that will include transportation, distribution, ¢amer hauling and devanning.

Ensuring a sustainable growth will remain the thafsthe Group’s business strategy. While aiming to
increase the profit margins of our core business,ave also dedicated to strengthening our secondary
supplements, such as food trading and distributbonthe mainland through a range of market
development strategies and expansion of our praducto reach a broader base of Chinese consumers.
Maintaining the stable operation of our money legdsegment also reflects our endeavours to achieve
business sustainability.

As an established leader in Hong Kong’s cold wanshmy market, we are guided by our corporate
strategy and long-term business model, to imprbedihancial and operational values of all our beass
segments and spearhead their expansion into Mairddmna. We would like to convey our gratitude to
our shareholders for their firm support, with a cortment to optimize their returns from investingoar
Group.

EMPLOYMENT AND REMUNERATION POLICY

As at 31st December, 2018, the total number of tinlle employees of the Group in Hong Kong
and the PRC were approximately 230 and 80 respayti(2017: approximately 240 Hong Kong
employees; 70 PRC employees). Remuneration is reviewed annually and in additiorthe basic
salaries, the Group also provides staff benefitsluiding discretionary bonuses, Mandatory
Provident Fund, staff quarter, lunch box/lunch sdpsnd professional tuition/training subsidy for
employees’ benefit.

FINANCIAL REVIEW

Liquidity and financial resources

As at 31st December, 2018, the Group had cash ankl lbalances of approximately HK$55.9 million
(2017: approximately HK$94.8 million), which wasngeninated in Hong Kong dollars (“HK$") and
Renminbi (*RMB”) as to 94.3% and 5.7%, respectivélge decrease was mainly due to increase in loan
receivables, cash used in increase in pledged depsits and the net cash used in operating aesivit

The gearing ratio, measured as non-current borigsviover equity attributable to owners of the
Company was approximately 55.1%* as at 31st Decen#f¥ 8 (2017: approximately 45.7%). The
increase of the gearing ratio was because of e alrthe equity attributable to owners of the Camp

In 2014, the Group announced for the placementoofdb in an aggregated principal amount of up to
HK$500 million within the placing period commencifrgm 13th November, 2014 and ending on 12th
November, 2015. The net proceeds from the issudeobonds will be utilised as the general working
capital of the Group. For further details, pleaskerto the announcements of the Company dated 13th
November, 2014, 26th January and 23rd April, 204%.at 31st December, 2018, it is noted that the
bonds in an aggregate principal amount of HK$100ioni have been subscribed by the placees and
issued by the Company, which is the same as tlwae 3l st December, 2017.

*Excluded derivative financial instruments
-19-



As at 31st December 2018, the Group had a bank ddatK$65 million (2017: Nil) denominated in
HK$. The Group’s bank borrowing interest rate i¥% per annum and the maturity of borrowing is up
to April 2020. The banking facility was fully utsed (2017: Nil).

During the year under review, the Group’s capitgdenditure was mainly financed by finance leases,
internal resources and bank borrowing.

Treasury policies
The Group adopts conservative treasury policies hagdtight controls over its cash management. The
Group’s cash and bank balances are held mainh\Kié. H

Exposure to fluctuations in exchange rates and retad hedges

Monetary assets and liabilities of the Group aiaggpally denominated in HK$. The directors conside
the Group’s exposure to exchange rate risks tmwe The Group may have relatively high exposure to
exchange rate risk when more trading business tpbeated in the PRC. The directors will review the
exchange rate risks faced by the Group periodically

During the year, the Group did not have any mdtéoi@ign exchange exposure and had not used any
financial instruments for hedging purpose.

Share capital structure

As at 31st December, 2018, the total issued shapiat of the Company was HK$24,323,040 divided
into 2,432,304,000 ordinary shares with a par valiuelK$0.01 each, which is the same as those as at
31st December, 2017.

Material acquisitions and disposals of subsidiariesassociates and joint ventures
During the year under review, the Group did not ehany material acquisitions or disposals of
subsidiaries, associates or joint ventures savethéodV transaction (2017: Nil).

Charges on assets

As at 31st December, 2018, banking facilities, pooviding guarantees by a bank for the Group’s
operation of cold storage service, to the extertll§$3.5 million (2017: HK$3.5 million) of the Group
were secured by bank deposits amounting to HK$3lbom (2017: HK$3.5 million). The amount
utilised at 31st December, 2018 was approximate$3i5 million (2017: approximately HK$3.5
million).

As at 31st December, 2018, bank deposits of apmprabely HK$101.9 million (2017: approximately
HK$99.5 million) were pledged to a bank, which pd®s bank guarantee in favour of two landlords for
a sum equivalent to 12 months’ rent payable byGh®up under tenancy agreements. The increase of the
bank deposits was because of the top-up bank gearander the offer for renewal of lease.

In addition, the Group’s obligations under finarleases were secured by the lessors’ charge over the
leased assets with carrying value of approximatél$0.6 million (2017: approximately HK$2.1
million).

Future plans for material investments or capital asets
During the year under review, the Group did notehamy concrete future plans for material investsment
or capital assets save for the JV transaction (2Q1).

Contingent liabilities
During the year under review, the Group did notehamny contingent liabilities (2017: Nil).
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DIVIDEND

The Board does not recommend the payment of a ehddor the year ended 31st December, 2018
(2017: Nil).

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

Neither the Company nor any of its subsidiariecpased, sold or redeemed any of the Company’slliste
securities during the year ended 31st Decembef.201

CORPORATE GOVERNANCE

Code on Corporate Governance Practices

The Company has adopted the principles and the pameasions set out in the Corporate Governance
Code and Corporate Governance Report in Appendighiel “CG Code”) of the Rules Governing the
Listing of Securities on the Stock Exchange (thestihg Rules”) and complied with all the code
provisions as set out in the CG Code, except thatiens as stated below.

According to the code provision A.2.1 of the CG €pthe roles of chairman and chief executive should
be separate and should not be performed by the salwedual. Also, the code provision A.2.7 of t6&
Code requirement, the chairman should at least alynthold meetings with the independent non-
executive directors without presence of other dmec

Upon the resignation of Mr. Fung Wa Ko as the Ghain on 14th October, 2011, there have been no
Chairman in the Company. During the year ended Bésember, 2018, Mr. Au Tat Wai and Mr. Choy
Kai Sing acted as the Chief Executive Officer arfde€Financial Officer of the Company respectively.
Mr. Au Tat Wai is responsible for all day-to-dayrgorate management matters and Mr. Choy Kai Sing is
responsible for corporate financial matters. Sitihe¥e is no Chairman in the Company during the year
ended 31st December, 2018, there was no meetinghetlveen the Chairman and the Non-executive
Directors (including Independent Non-executive Dioes) without the Executive Directors present.

According to the code provision E.1.2 of the CG €othe chairman of the Board should attend the
annual general meeting and invite the chairmemef&udit, Nomination and Remuneration Committees
to answer the questions at the general meetingeSirere was no Chairman in the Company during the
year ended 31st December, 2018, the Company dicdamaply with code provision E.1.2.

The Board does not have the intention to fill tlsipon of Chairman at present and believes that th
absence of a Chairman will not have adverse eftettie Company, as decisions of the Company will be
made collectively by the Board. The Board will keepiewing the current structure of the Board arel t
need of appointment of a suitable candidate tooperfthe role of Chairman. Appointment will be made
to fill the post to comply with the CG Code if nesary.

Model Code for Securities Transactions by Directors

The Company has adopted a written securities dgglalicy which contains a set of code of conduct
regarding securities transactions by Directors,témms of which are on terms no less exacting than
required standard set out in the Model Code foruBies Transactions by Directors of Listed Issuers
contained in Appendix 10 to the Listing Rules (tBecurities Dealing Policy”).

Having made specific enquiry of all Directors o tGompany, all Directors have confirmed that thag h

complied with the required standard set out inSkeurities Dealing Policy during the year underaweyv
No incident of non-compliance was noted by the Camypduring the year under review.

-21-



Audit Committee
The Audit Committee currently comprises three iretefent non-executive directors, namely, Mr. Leung
Chi Hung (Chairman), Mr. Fung Siu Kit, Ronny and. Mse Yuen Ming.

The Audit Committee has reviewed the audited codatdd financial statements of the Group for the
year, including the accounting principles and pcactadopted by the Group, and discussed matters
relating to auditing, risk management and inteowatrol and financial reporting.

SCOPE OF WORK OF MESSRS. DELOITTE TOUCHE TOHMATSU

The figures in respect of the Group’s consolidaiedement of financial position, consolidated steet

of profit or loss and other comprehensive income e related notes thereto for the year ended 31st
December, 2018 as set out in the preliminary ancement have been agreed by the Group’s auditor,
Messrs. Deloitte Touche Tohmatsu, to the amouritsigein the Group’s audited consolidated financial
statements for the year. The work performed by ke$3eloitte Touche Tohmatsu in this respect did no
constitute an assurance engagement in accordaticeHamng Kong Standards on Auditing, Hong Kong
Standards on Review Engagements or Hong Kong Stdsmadea Assurance Engagements issued by the
Hong Kong Institute of Certified Public Accountarmiisd consequently no assurance has been expressec
by Messrs. Deloitte Touche Tohmatsu on the prelamyjimnnouncement.

DISCLOSURE OF INFORMATION ON THE WEBSITE OF THE HKE xnews AND
THE COMPANY

This announcement is published on the HKExnews itelad www.hkexnews.hk and the Company’s
website at www.irasia.com/listco/hk/daido/index.htm

The 2018 annual report of the Company containihthalinformation required by the Listing Rules lwil
be despatched to the shareholders of the Compahgnade available on the websites of the HKExnews
and the Company in due course.

BOARD OF DIRECTORS

As at the date of this announcement, the Board dsegexecutive directors, namely, Mr. Au Tat Wali,
Mr. Choy Kai Sing andMr. Ho Hon Chung, Ivan; non-executive director, namely, Mr. Fung Wa Ko; and
independent non-executive directors, namely, Mng-8iu Kit, Ronny, Mr. Leung Chi Hung and Mr. Tse
Yuen Ming.

By Order of the Board
Daido Group Limited
Au Tat Wai
Executive Director

Hong Kong, 29th March, 2019
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