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INTERIM REPORT 2018

For the six months ended 30 June 2018

Notes to the Unaudited Condensed Consolidated Interim Financial Information (Continued)

25.	Borrowings (Continued)
25.1	Bank overdrafts and bank borrowings (Continued)

At the reporting date, the Group�s borrowings were secured by:

(i)	 corporate guarantees provided by subsidiaries within the Group as at 30 June 
2018 and 31 December 2017.

(ii)	 a legal charge over certain of the Group�s land and buildings with the carrying 
amounts of HK$91,324,000 (31 December 2017: HK$117,871,000) (note 20).

(iii)	 certain of the Group�s trade receivables with the carrying amounts of 
HK$15,192,000 (31 December 2017: HK$20,724,000) as the 30 June 2018 (note 
17).

(iv)	a personal guarantee of HK$27,600,000 provided by the director of a subsidiary as 
at 30 June 2018 and 31 December 2017.

Certain of bank overdrafts and bank borrowings contain clause which give the 
banks the right at their sole discretion to demand immediate repayment at any time 
irrespective of whether the Group has compiled with the covenants and met the 
scheduled repayment obligations. Borrowings due for repayment after one year 
which contain a repayment on demand clause and are expected to be settled within 
one year. The carrying amounts of the bank overdrafts and bank borrowings are 
approximate to their fair value.

25.2	Margin loan payable
As at 30 June 2018, there is no outstanding margin loan payable. As at 31 
December 2017, the interest rate of the margin loan payable is 2.576% per annum 
and repayable on demand. As at 31 December 2017, margin loan payable was 
secured by the Group�s trading portfolio investments with the carrying amount 
of HK$56,366,000 (note 14). The carrying amount of the margin loan payable is 
approximate to its fair value.
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Notes to the Unaudited Condensed Consolidated Interim Financial Information (Continued)

26.	Capital Commitments
At the reporting date, the Group had the following outstanding commitments:

30 June
2018

31 December
2017

HK$’000 HK$�000
(Unaudited) (Audited)

Contracted, but not provided for:
� Purchase of property, plant and equipment 141,316 5,265
� Investment in an associate � Citychamp

  Allied International Limited (note) 270,000 270,000   
411,316 275,265   

Note:	On 28 September 2016, Union United Investment Limited (�Union United�), a wholly-owned 
subsidiary of the Company, entered into an agreement with Citychamp Dartong (Hong Kong) 
Limited (�CD(HK)�) and Fengrong Investment (Hong Kong) Company Limited (�FI(HK)�), in relation 
to the formation of the joint venture company (�JV Company�) in the British Virgin Island. JV 
Company shall be owned as to 40% by FI(HK), 30% by CD(HK) and 30% by Union United. JV 
Company is engaged in potential overseas equity investment. Pursuant to the agreement, Union 
United agreed to contribute the maximum capital commitment of HK$270,000,000 to JV Company. 
Details of the transaction are set out in the Company�s announcement dated 28 September 2016.

27.	Related Party Transactions
27.1	�Other than those disclosed elsewhere in the Unaudited Condensed 

Consolidated Interim Financial Information, the following transactions were 
carried out with related parties:
(i)	 Rental income

Six months ended 30 June
2018 2017

HK$’000 HK$�000
(Unaudited) (Unaudited)

Rental income received (note (a)) 60 60
Sub-lease income received (note (b)) – 171
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Notes to the Unaudited Condensed Consolidated Interim Financial Information (Continued)

27.	Related Party Transactions (Continued)
27.1	�Other than those disclosed elsewhere in the Unaudited Condensed 

Consolidated Interim Financial Information, the following transactions were 
carried out with related parties: (Continued)
(i)	 Rental income (Continued)

Notes:

(a)	 This was received from the executive director, Mr. Shi Tao and this was charged at 
HK$10,000 (six months ended 30 June 2017: HK$10,000) per month on average. The carrying 
amount of the Group�s investment property which was rented to the executive director as 
quarter as at 30 June 2018 was HK$25,500,000 (31 December 2017: HK$25,500,000).

(b)	 Sub-lease income was received from a company of which Mr. Shang Jianguang, Ms. Sit 
Lai Hei and Mr. Hon Hau Wong, directors of the Company are also directors of the related 
company and this was charged nil (Six months ended 30 June 2017: HK$29,000) per month 
on average.

(ii)	 Transactions with an associate, Fair Future Industrial Limited (“Fair Future”) and 
its subsidiaries

Six months ended 30 June
2018 2017

HK$’000 HK$�000
(Unaudited) (Unaudited)

Sales of goods – 24
Purchases of goods 21,115 29,472   



89

CITYCHAMP WATCH & JEWELLERY GROUP LIMITED

For the six months ended 30 June 2018

Notes to the Unaudited Condensed Consolidated Interim Financial Information (Continued)

27.	Related Party Transactions (Continued)
27.1	�Other than those disclosed elsewhere in the Unaudited Condensed 

Consolidated Interim Financial Information, the following transactions were 
carried out with related parties: (Continued)
(iii)	 Outstanding balances included in trade receivables, other assets, trade payables 

and other liabilities

30 June
2018

31 December
2017

HK$’000 HK$�000
(Unaudited) (Audited)

Dividend receivable from an associate 17,500 17,500
Consideration receivable from an associate 

in respect of disposal of brand name – 20,000
Due from an associate (note (a)) 5,750 22,457
Due from related companies (note (b)) 1,065 1,065
Due to associate (note (a)) 23 346
Trade payables to associates 27,826 38,395   

Notes:

(a)	 The balance was unsecured, interest-free and repayable on demand. The maximum amount 
outstanding during the period was HK$22,457,000 (31 December 2017: HK$24,588,000).

(b)	 The amounts were due from companies of which Mr. Shang Jianguang, Ms. Sit Lai Hei and 
Mr. Hon Hau Wong, directors of the Company are also the directors of the related companies. 
The balances were unsecured, interest-free and repayable on demand. The maximum amount 
outstanding during the period was HK$1,065,000 (31 December 2017: HK$1,065,000).

(iv)	Financial guarantee provided to Fair Future
At 30 June 2018, the Group has provided a corporate guarantee of 
HK$60,000,000 (31 December 2017: HK$60,000,000) in respect of a revolving 
loan facility of up to HK$60,000,000 (31 December 2017: HK$60,000,000) 
granted to Fair Future. The corporate guarantee is ending on the expiry of the 
term of the revolving loan facility.

The above transactions were conducted in accordance with the terms mutually 
agreed between the Group, and the related companies controlled by the directors.
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27.	Related Party Transactions (Continued)
27.2	Compensation of key management personnel of the Group:

Six months ended 30 June
2018 2017

HK$’000 HK$�000
(Unaudited) (Unaudited)

Short-term employee benefits 16,394 15,415
Post-employment benefits 99 99   

16,493 15,514   

28.	Fair Value Measurements of Financial Instruments
The fair values of the Group�s financial assets and financial liabilities are determined as 
follows:

�	 the fair values of listed equity investments, precious metal, debt instruments and 
investment fund units classified under due from banks, trading portfolio investments, 
financial asset at fair value through other comprehensive income and due to clients 
are determined by reference to their quoted market prices at the reporting date in 
active markets and have been translated using the spot foreign currency rates at the 
end of the reporting periods where appropriate.

�	 the fair value of certain equity investments under financial assets at fair value 
through other comprehensive income is determined based on the fair value of their 
underlying net assets.

�	 the fair values of unlisted debt instruments and investment fund units classified 
under trading portfolio investments have been determined using significant inputs, 
which are market observable, directly or indirectly.

�	 the fair value of convertible bond investment classified as level 3 financial assets, 
is determined by the directors of the Company with reference to the valuation 
performed by Asset Appraisal Limited, an independent professionally qualified 
valuer, by using valuation techniques such as Binomial Option Pricing Model. 
These valuation techniques maximise the use of observable market data where it 
is available for all significant inputs and rely as little as possible on entity specific 
estimates.
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28.	Fair Value Measurements of Financial Instruments (Continued)
�	 the fair values of derivative financial assets and liabilities are marked to market using 

the foreign exchange forward rates ruling at the end of each reporting periods.

�	 the fair value of unlisted investment in insurance policy is determined based on 
amount value as stated in cash surrender value statement issued by insurer.

�	 the fair value of unlisted financial product investments is determined based on the 
latest transaction price.

The following table provides an analysis of financial assets and financial liabilities carried 
at fair value by level of fair value hierarchy.

Level 1:	 unadjusted quoted prices in active markets for identical assets and liabilities;

Level 2:	 observable direct and indirect inputs other than quoted prices included within 
Level 1; and

Level 3:	 unobservable inputs are inputs for which market data are not available.

30 June 2018
Level 1 Level 2 Level 3 Total

HK$’000 HK$’000 HK$’000 HK$’000
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

Assets
Due from banks � precious 

metal 53,843 – – 53,843
Trading portfolio investments 147,454 9,730 45,121 202,305
Derivative financial assets – 21,980 – 21,980
Financial assets at fair value 

through other comprehensive 
income 589,037 – 5,944 594,981     

790,334 31,710 51,065 873,109     
Liabilities
Due to clients � precious metal 53,648 – – 53,648
Derivative financial liabilities – 6,727 – 6,727     

53,648 6,727 – 60,375     
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28.	Fair Value Measurements of Financial Instruments (Continued)

31 December 2017
Level 1 Level 2 Level 3 Total

HK$�000 HK$�000 HK$�000 HK$�000
(Audited) (Audited) (Audited) (Audited)

Assets
Due from banks � precious 

metal 45,946 � � 45,946
Trading portfolio investments 633,091 7,940 � 641,031
Derivative financial assets � 4,609 71 4,680
Available-for-sale financial 

assets at fair value 403,447 19,073 59,825 482,345     
1,082,484 31,622 59,896 1,174,002     

Liabilities
Due to clients � precious metal 45,865 � � 45,865
Derivative financial liabilities � 35,656 � 35,656     

45,865 35,656 � 81,521     

There have been no significant transfers between Levels 1 and 2 in the reporting period.

The level in the fair value hierarchy within which the financial assets and financial 
liabilities are categorised in its entirety is based on the lowest level of input that is 
significant to the fair value measurement.

The methods and valuation techniques used for the purpose of measuring fair value are 
unchanged compared to the previous reporting periods.
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28.	Fair Value Measurements of Financial Instruments (Continued)
The fair value of financial product investments is Level 3 recurring fair value 
measurement. A reconciliation of the opening and closing fair value balances are 
provided as below.

30 June
2018

31 December
2017

HK$’000 HK$�000
(Unaudited) (Audited)

Opening balance (Level 3 recurring fair value) 59,825 �
Disposal (59,825) �
Acquisition 35,127 59,825   
Closing balance (Level 3 recurring fair value) 35,127 59,825   

The key inputs to determine the fair value of financial product investments are the latest 
transaction price on the same product. A higher in latest transaction price would result in 
an increase in the fair value of financial product investments, and vice versa.

The fair value of convertible bond investment is Level 3 recurring fair value 
measurement. A reconciliation of the opening and closing fair value balances are 
provided as below.

30 June
2018

HK$’000
(Unaudited)

At 1 January 2018, as original presented –
Reclassification upon adoption of HKFRS 9 8,492
Effect of initial application of HKFRS 9 1,621  
At 1 January 2018, as restated 10,113
Change in fair value recognised in profit or loss during the period (119)  
Closing balance (Level 3 recurring fair value) 9,994  

The key significant unobservable inputs to determine the fair value of convertible bond 
investment are the stock price and expected volatility. A higher in the stock price and 
expected volatility would result in an increase in the fair value of the convertible bond 
investment, and vice versa.
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28.	Fair Value Measurements of Financial Instruments (Continued)
The fair value of certain equity investments is Level 3 recurring fair value measurement. 
A reconciliation of the opening and closing fair value balances are provided as below.

30 June
2018

HK$’000
(Unaudited)

At 1 January 2018, as original presented –
Reclassification upon adoption of HKFRS 9 6,023  
At 1 January 2018, as restated 6,023
Exchange realignments (79)  
Closing balance (Level 3 recurring fair value) 5,944  

The key significant unobservable inputs to determine the fair value of equity investments 
are the fair value of underlying net assets. A higher in the fair value of underlying net 
assets would result in an increase in the fair value of equity investments, and vice versa.

29.	Events after Reporting Period
Subscription of interest in a fund
On 20 July 2018, the Company has entered into the subscription agreement for the 
subscription of the interest in a fund with an initial capital commitment of US$30,000,000 
(equivalent to approximately HK$235,500,000). Details of the transactions are set out in 
the Company�s announcement dated 20 July 2018.




