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Evolution Securities China Limited

DIRECTORS’ REPORT
For the year ended 31 March 2018

The Directors of Evolution Securities China Limited (“ESCL”, or the “Company”) present their report together with the
audited financial statements for ESCL for the year ended 31 March 2018.

Results and dividends

The Company’s loss after taxation for the year to 31 March 2018 amounted to £216,000 (2017: profit £12,000). The Directors
do not recommend the payment of a dividend (2017: £Nil).

Directors

The Directors of the Company, who held office during the year and up to the date of this report, are as shown below:

Clive Whiley (resigned 11 May 2018)
Ka Yee Elizabeth Kan

Man Yi Ho

Victor Lap-Lik Chu

Tim Worlledge

Going concern

The Directors believe that preparing the financial statements on the going concern basis is appropriate due to the continued
financial support of First Eastern Financial Holdings Ltd (“First Eastern”). The Directors have received written confirmation
that First Eastern intends to support the Company for at least one year after these financial statements are signed.

Directors’ interests in ordinary shares of the Company
Save as detailed in note 19, the directors in office at the period end had no interests in the ordinary share capital of the Company.
Statement of Directors’ responsibilities

The Directors are responsible for preparing the Directors’ Report, the Strategic Report and the financial statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have
prepared the Company financial statements in accordance with International Financial Reporting Standards (IFRSs) as adopted
by the European Union. Under company law, the Directors must not approve the financial statements unless they are satisfied
that they give a true and fair view of the state of affairs of the Company and of the profit or loss of the Company for the year.
In preparing these financial statements, the Directors are required to:

o select suitable accounting policies and then apply them consistently;

+ make judgements and accounting estimates that are reasonable and prudent;

o state whether applicable International Financial Reporting Standards (IFRSs) as adopted by the European Union have been
followed, subject to any material departures disclosed and explained in the financial statements; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company will
continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company’s
transactions and disclose with reasonable accuracy at any time the financial position of the Company and enable them to ensure
that the financial statements comply with the Companies Act 2006. They are also responsible for safeguarding the assets of the
Company and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.
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DIRECTORS’ REPORT (continued)
For the year ended 31 March 2018

Directors’ disclosures to the auditors

In accordance with the provisions of Section 418 of the Companies Act 2006, having made enquiries of fellow Directors, each
of these Directors confirms that:

e to the best of each Director’s knowledge and belief, there is no information relevant to the preparation of their report of
which the Company’s auditors are unaware; and

e each Director has taken all the steps a Director might reasonably be expected to have taken to be aware of any relevant audit
information and to establish that the Company’s auditors are aware of that information.
Independent Auditors

The auditors, BDO LLP have indicated their willingness to continue in office and shall be deemed reappointed under Section 487
(2) of the Companies Act 2006 unless and until they are removed.

BY ORDER OF THE BOARD
=2 ¢
‘—__'_—’—__’/
&

Elizabeth Ka-Yee Kan
Director
18 July 2018

Registered in England and Wales Number: 04837915



Evolution Securities China Limited

STRATEGIC REPORT
For the year to 31 March 2018

Principal activities
The Company is a company limited by shares incorporated and domiciled in the United Kingdom. The address of its registered
office is 52 Debden Road, Saffron Walden, Essex, CB11 4AB.

The Company is authorised and regulated by the Financial Conduct Authority (“FCA”) and provides corporate finance
advisory services to public and private companies.

Business review and outlook

In December 2015 the Company won a 12 month mandate to carry out a root and branch review of the business of Stanley
Gibbons Group plc (“SGI”). The issues that the Company had identified in order to win the mandate turned out to be more
extensive than anticipated and accordingly the mandate was ultimately extended through to March 2018. In discussions with
SGI’s shareholders it has become apparent that there are many companies with similar issues to those at SGI and the
Company is hopeful that its efforts in securing an immediate future for SGI will lead to its services becoming highly sought
after. Accordingly the Directors are optimistic that they have identified a sustainable business model that will make them less
reliant on the parent.

The Directors anticipate that the Company will continue to receive support from First Eastern, if needed, for the foreseeable
future as they continue to provide ongoing support to Camper & Nicholsons Marina Investments Ltd (“CNMI”) which is a
significant investment for the First Eastern group.

Principal risks and uncertainties
The Company has implemented an internal capital adequacy assessment process (ICAAP) for the identification, measurement
and management of its principal risks- These are categorised broadly as:

e strategic and business risks;
o market, credit and liquidity risks; and
e operational, regulatory and reputation risks

Strategic and Business Risks

As detailed under Business Review and Qutlook above, the Company has adopted a revised business strategy which has seen
the Company post reduce losses in the past two years. Since the year end Mr Whiley has resigned to focus on a new role
attempting to turnaround another listed company. In view of the reputational risk it was decided not to provide Mr Whiley’s
services through the Company in this particular case and if he is not successful there is some risk that this new line of business
will cease. The support from First Eastern would be at risk if the parent decides the Company no longer adds value to the group.

Market, Credit and Liquidity Risks
The management of these financial risks is disclosed in note 3 to the financial statements.

Operational, Regulatory and Reputation Risks

Operational risks broadly include exposures to financial crime, failures of business practice, or failures in processes or
technology. Whilst these risks can never be eliminated, the Company mitigates its exposure by a system of strong internal
controls and a well embedded risk management culture.

The Company is regulated by the FCA. Regulatory risk may arise as a consequence of operational risk events or due to changes
in regulatory rules or guidance to which the Company needs to respond promptly. To mitigate this risk, as part of the risk
governance mechanism, reports are provided regularly to the Board on new regulatory requirements and the results of
compliance investigations, reviews and monitoring programmes.

Reputational risk is seen as a consequential risk in that it may arise from a failure to manage any of the risks outlined above.
Where the failure is transparent to the market or the client base, its impact may occur over a period of time in terms of lost
revenues and potentially increased costs to regain the confidence of counterparties and clients. Responsibility for
communication in the event of a reputational problem rests with the Board of Directors. It is the intention of the Board to
minimise the potential impact of a reputational issue by communicating proactively with its clients, the marketplace and
regulatory authorities, and to remediate the underlying risk management failure effectively and in a transparent way.

BY ORDER OF THE B(OARD

===
Elizabeth Ka-Yee Kan
Director 18 July 2018
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INDEPENDENT AUDITOR’S REPORT TO MEMBERS OF EVOLUTION SECURITIES CHINA LIMITED

Opinion

We have audited the financial statements of Evolution Securities China Limited (“the Company”) for the year ended 31 March
2018 which comprise the Statement of Comprehensive Income, the Statement of Financial Position, the Statement of Changes
in Equity, the Statement of Cash Flows and notes to the financial statements, including a summary of significant accounting
policies. The financial reporting framework that has been applied in their preparation is applicable law and International
Financial Reporting Standards (IFRSs) as adopted by the European Union.

In our opinion, the financial statements:
e give atrue and fair view of the state of the Company’s affairs as at 31 March 2018 and of its loss for the year then ended;
e  have been properly prepared in accordance with IFRSs as adopted by the European Union; and

¢ have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of the financial
statements section of our report. We are independent of the Company in accordance with the ethical requirements that are
relevant to our audit of the financial statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our
other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to report to you
where:

e the Directors’ use of the going concern basis of accounting in the preparation of the financial statements is not appropriate;
or

e the Directors have not disclosed in the financial statements any identified material uncertainties that may cast significant
doubt about the Company’s ability to continue to adopt the going concern basis of accounting for a period of at least twelve
months from the date when the financial statements are authorised for issue.

Other information

The Directors are responsible for the other information. The other information comprises the information included in the annual
report, other than the financial statements and our auditor’s report thereon. Our opinion on the financial statements does not
cover the other information and, except to the extent otherwise explicitly stated in our report, we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a material misstatement in the financial statements or a material
misstatement of the other information. 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.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

e the information given in the Strategic report and Directors’ report for the financial year for which the financial statements
are prepared is consistent with the financial statements; and

e the Strategic report and Directors’ report have been prepared in accordance with applicable legal requirements.
Matters on which we are required to report by exception

In the light of the knowledge and understanding of the Company and its environment obtained in the course of the audit, we
have not identified material misstatements in the Strategic report and Directors’ report.
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We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 requires us to report
to you if, in our opinion;

o adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches
not visited by us; or

o the financial statements are not in agreement with the accounting records and returns; or
¢  certain disclosures of Directors’ remuneration specified by law are not made; or

o we have not received all the information and explanations we require for our audit.

Responsibilities of Directors

As explained more fully in the Directors’ responsibilities statement, the Directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view, and for such internal control as the Directors
determine is necessary to enable the preparation of financial statements that are free from material misstatement, whether due
to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Company’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 Company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the 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. Reasonable assurance is
a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) 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
financial statements.

A further description of our responsibilities for the audit of the financial statements is located at the Financial Reporting
Council’s website at:
https://www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Use of our report

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2006. Our audit work has been undertaken so that we might state to the Company’s members those matters we are required
to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the Company and the Company’s members as a body, for our audit work, for this
report, or for the opinions we have formed.

1&9&42/

Neil Griggs (Senior Statutory Auditor)
For and on behalf of BDO LLP, statutory auditor
London

Date 9 o ‘—_\_\ \¢

BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127).
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STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 March 2018

Revenue
Unrealised depreciation on financial
assets at fair value through profit and loss

Total income

Operating expenses

(Loss)/profit before tax
Income tax charge

(Loss)/profit for the year

There is no comprehensive income apart from the profit for the year.

Note Year ended Year ended
31/03/2018 31/03/2017
£000 £°000
301 487

(69) Q27
232 460
4 (448) (448)
(216) 12
7 - -
(216) 12

The notes on pages 11 to 21 form an integral part of these financial statements.
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STATEMENT OF FINANCIAL POSITION
At 31 March 2018

31/03/2018 31/03/2017

Note £000 £000
ASSETS
Non-current assets
Property, plant and equipment 8 - -
Total non-current assets - -
Current assets
Short term investments 10 84 153
Trade and other receivables 11 119 64
Cash and cash equivalents 12 67 13
Total current assets 270 230
Total assets 270 230
LIABILITIES
Current liabilities
Trade and other payables 13 39 33
Total current liabilities 39 33
Net assets 231 197
EQUITY
Capital and reserves attributable to owners
Share capital 14 3,725 3,475
Share premium 5,939 5,939
Accumulated losses (9,433) 9,217)
Total equity 231 197

The notes on pages 11 to 21 form an integral part of these financial statements.

The financial statements on pages 7 to 21 were approved by the Board of Directors on 18 July 2018 and were signed on its
behalf by:

%/(
Elizabeth Ka-Yee Kan
Director

Company number: 04837915
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STATEMENT OF CHANGES IN EQUITY

For the year ended 31 March 2018

Balance at 31 March 2016
Issue of shares

Profit for the year

Total comprehensive income for the year
Balance at 31 March 2017

Issue of shares

Loss for the year

Total comprehensive expense for the year

Balance at 31 March 2018

Ordinary Deferred Share  Accumulated Total
shares shares premium losses  Equity
£°000 £000 £000 £000 £000
2,935 490 5,939 (9,229) 135
50 - - - 50
2,985 490 5,939 (9,229) 185
- - - 12 12

- - - 12 12
2,985 490 5,939 (9,217) 197
250 - - - 250
3,235 490 5,939 9,217) 447
- - - (216) (216)

- - - (216) (216)
3,235 490 5,939 (9,433) 231

The notes on pages 11 to 21 form an integral part of these financial statements.
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STATEMENT OF CASH FLOWS
For the year ended 31 March 2018

Cash flows from operating activities:

Cash used in operations

Net cash used in operating activities

Cash flows from financing activities:

Issue of shares

Net cash generated from financing activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

The notes on pages 11 to 21 form an integral part of these financial statements.

10

Yearto 31 Yearto 31

Note March 2018 March 2017
£000 £000

15 (196) (81)
(196) (t2))

250 50

250 50

54 31)

13 44

12 67 13
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2018

1. ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these financial statements are set out below. These policies have
been consistently applied to the year presented.

Basis of preparation

The financial statements of the Company have been prepared in accordance with International Financial Reporting Standards
(“IFRS”) as adopted by the European Union (“EU”) and with those parts of the Companies Act 2006 applicable to companies
reporting under IFRS. The financial statements have been prepared under the historical cost convention, as modified by the

revaluation of financial assets and financial liabilities at fair value through profit or loss.

A summary of the Company’s accounting policies is set out below, together with an explanation of where changes have been
made to previous policies on the adoption of new accounting standards in the year.

The Directors believe that preparing the financial statements on the going concern basis is appropriate due to the continued
financial support of the ultimate beneficial owner, Victor Lap-Lik-Chu (Mr Chu”). The Directors have received written
confirmation that Mr Chu intends to support the Company through First Eastern for at least one year after these financial
statements are signed.

Significant Accounting Policies

Changes in accounting policies and disclosures

a) New and amended standards adopted by the Company

There are no IFRSs that are effective for the first time for the financial period beginning on or after 1 April 2017 that would be
expected to have a material impact on the Company.

b) Standards issued but not yet effective
e [FRS 15, ‘Revenue from Contracts with Customers’, effective for periods beginning after 1 January 2018 and which
is intended to clarify the principles of revenue recognition.
s IFRS 16, ‘Leases’ effective for period beginning on or after 1 January 2019. IFRS 16 eliminates the classification of
leases as either operating leases or finance leases as is required by IAS 17 and, instead, introduces a single lessee

accounting model.

The directors have performed an assessment of the impact that these standards will have on the financial statements and
concluded that it will not be material

There are no other [FRSs that are not yet effective.

11
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NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 March 2018

Income recognition

The Company follows the principles of IAS 18, ‘Revenue Recognition’, in determining appropriate revenue recognition
policies. In principle, therefore, revenue is recognised to the extent that it is probable that the economic benefits associated with
the transaction will flow into the Company.

Fee and commission income

Fee and commission income includes those amounts receivable from corporate finance transactions by way of fees, commission
and retainer income.

Fees and commissions are recognised in the income statement when the related services have been performed, when it is
probable all legal conditions will be satisfied and when the amounts are considered recoverable.

Operating leases

Operating leases are charged to the income statement on a straight line basis over the lease term.

Foreign currency translation

(a) Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary economic environment in which the
entity operates (the ‘functional currency’). These financial statements are presented in Sterling, which is the Company’s
functional and presentation currency.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at
year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the income
statement.

Property, Plant and Equipment

All property, plant and equipment (“PPE”) is shown at cost less subsequent depreciation and impairment. Cost includes
expenditure that is directly attributable to the acquisition of the items.

Depreciation on PPE is calculated using the straight-line method to allocate the cost of each asset to its residual value over its
estimated useful life, as follows:

Computer equipment 3to 5 years
Fixtures and fittings 3 to 5 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date. An asset’s

carrying amount is written down immediately to its estimated recoverable amount if the asset’s carrying amount is greater than
its estimated recoverable amount.

12



Evolution Securities China Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 March 2018

Financial assets and liabilities

The Company classifies its financial assets and liabilities as trade and other receivables, cash and cash equivalents and trade
and other payables. Management determines the classification of its investments at initial recognition and re-evaluates this
designation at every reporting date.

Short term investments

Under the terms of its contract with SGI the Company received shares in SGI to the value of £180,000 in a placing that was
organised in order to provide sufficient funds to ensure SGI remained a going concern as the Company carried out its work.
These shares are included in the statement of financial position at fair value, being the bid price of those shares on the London
Stock Exchange. Movements between the cost of the investment and its fair value are recorded as unrealised movements in
fair value in the Statement of Comprehensive Income.

Trade and other receivables

Trade and other receivables are recognised initially at fair value and subsequently measured at cost less provision for
impairment. A provision for impairment of trade receivables is established when there is objective evidence that the Company
will not be able to collect all amounts due according to the original terms of the receivables. The amount of the provision is the
difference between the asset’s carrying amount and the present value of estimated future cash flows, discounted at the effective
interest rate. The amount of the provision is recognised in the income statement.

Cash and cash equivalents
For the purposes of the cash flow statement, cash and cash equivalents represent deposits held at call with banks.

Trade and other payables

Trade and other payables are recognised initially at fair value, which is the agreed market price at the time goods or services
are provided. The Company accrues for all goods and services consumed but as yet unbilled at amounts representing
management’s best estimate of fair value.

Current and deferred taxes

Current taxes are computed on a basis of the tax laws enacted or substantially enacted at the Statement of Financial Position
date in the UK.

Deferred taxes are computed using the liability method, on temporary differences between the tax bases of assets and liabilities
and their carrying amounts in financial statements. The deferred tax is not accounted for if it arises from initial recognition of
an asset or liability in a transaction, other than a business combination, that at the time of the transaction affects neither
accounting nor taxable profit or loss.

Deferred tax liabilities are 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 tax losses or deductible temporary differences can be
utilised.

Deferred tax is charged or credited in the Statement of Comprehensive Income, except when it relates to items recognised in
other comprehensive income or directly in equity, in which case the deferred tax is dealt with in other comprehensive income’
or directly in equity. :

Going concern

The Directors believe that preparing the financial statements on the going concern basis is appropriate due to the continued

financial support of First Eastern. The Directors have received written confirmation that First Eastern intends to support the
Company for at least one year after these financial statements are signed.

13
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NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 March 2018

2. CRITICAL ESTIMATES AND JUDGEMENTS

The preparation of the Financial Statements requires the use of estimates and assumptions that affect the reported amounts of
assets and liabilities at the date of the Financial Statements and the reported amounts of revenues and expenses during the year.
Although these estimates are based on management's best knowledge of the amount, event or actions, actual results ultimately
may differ from those estimates. The areas involving a higher degree of judgment or complexity, or areas where assumptions
and estimates are significant to the Financial Statements are disclosed below.

Income taxes

The Company is subject to income taxes. Judgment is required in determining the extent that it is probable that taxable profits
will be available in the future against which deferred tax assets can be utilised.

The Company has substantial tax losses against which a deferred tax asset has not been recognised because of uncertainty as
to when taxable profits will arise.

3. MANAGEMENT OF FINANCIAL RISK

Through its normal operations, the Company is exposed to a number of risks, the most significant of which are market, credit
and liquidity risks.

(a) Management of Market Risk

The Company holds shares in SGI that are listed on the AIM market of the London Stock Exchange and accordingly exposed
to market risk. The Company has chosen not to hedge its exposure since its main activities are focused on delivering shareholder
value which would be expected to benefit the Company in the long run. The exposure to market risk at the year-end was £84,000
(2017: £153,000) and the Company’s sensitivity to market risk is considered to be £8,000 (2017: £15,000) which is 10% of the
market risk exposure.

Foreign exchange risk

Substantially all of the Company’s expenditure is incurred in Sterling whilst revenues are generally based on the currency in
which a client completes its transaction. These foreign exchange risks are not generally managed since receipt of the fees
remains uncertain until a transaction is completed and the foreign exchange risk is considered insignificant relative to the
transaction risk.

The Company’s currency exposure arising from unmatched monetary assets or liabilities not denominated in the functional
currency of the Company is insignificant at the year-end and at the prior year-end.

At 31 March 2018, if Sterling had weakened/strengthened by 10% against other currencies, with all other variables held
constant, post tax profit for the period would have been £Nil (2017:£Nil) lower / higher as a result of foreign exchange
gains/losses on translation of non-sterling denominated unmatched monetary assets and liabilities.

(b) Management of Credit Risk

The Company takes on exposure to credit risk, which is the risk that a counterparty will cause a financial loss for the Company
by failing to discharge an obligation.

The Company manages its credit risk exposure on cash deposits by holding them with one of the major high street banks in the
UK. Credit risk on trade receivables is a function of the client’s that the Company advises. In all cases, fees will be a small
fraction of the overall transaction size and accordingly management do not impose any specific credit risk controls.

Credit Risk Control

The quality of the Company’s financial assets in terms of their credit rating is 25% “AAA-A” rated (2017: 5%) and “Un-Rated”
75% (2017: 95%).

14
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NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 March 2018

The ratings noted above have been derived using source information from Standard & Poor’s and Moody’s. All financial assets
over an “A” rating are consolidated under the “AAA-A” category and represent assets such as cash and cash equivalents.
Unrated credit items are incidental to the Company’s business and no specific credit assessment is performed on such items.

Financial assets subject to credit risk may be analysed by:

(i) Ageing according to the contractual due date:

31 March 2018 Neither past _ Past due but not impaired Impaired  Carrying
due nor 0-3 3-6 months  6-12 > 1 year value before
impaired months months impairment
£°000 £°000 £°000 £ 4000 £°000 £°000 £°000

Trade receivables 64 50 - - - 10 124

Other receivables 5 - - - - 5

Cash and cash 67 - - - - - 67

equivalents
136 50 - - - 10 196

31 March 2017 Neither past _ Past due but not impaired Impaired  Carrying
due nor 0-3 3-6 months  6-12 > 1 year value before
impaired months months impairment
£+000 £°000 £°:000 £ 000 £°000 £°000 £°000

Trade receivables 25 25 - - - 10 60

Other receivables 7 - - .- - - 7

Cash and cash 13 - - - - - 13

equivalents
45 25 - - - 10 80

The carrying amounts disclosed above for the Company’s financial assets represent the maximum exposure to credit risk. No
collateral is held as security on these exposures, and the terms have not been renegotiated.

(c) Fair value estimation
The Company values its short term investments at fair value at 31 March 2018 of £84,000 (2017: £153,000).

The carrying values of assets and liabilities not held at fair value (cash and cash equivalents, trade receivables, counterparty
receivables, other receivables, and trade and other payables) are not significantly different from fair value.

(d) Management of Liquidity Risk
The Company manages liquidity risk, to ensure sufficient liquidity is available to meet foreseeable needs and to invest cash
assets safely. The Company maintains cash balances sufficient to meet its working capital needs. First Eastern have provided

additional share capital as and when required to meet the cash needs of the Company during the year.

The tables below analyse the Company’s future cash outflows based on the remaining period to the expected maturity date.
The amounts disclosed are the contractual undiscounted cash flows.

As at 31 March 2018 Less than 1 year 2-5 years Total
£000 £°000 " £000

Trade and other payables 39 - 39
39 - 39

NOTES TO THE FINANCIAL STATEMENTS (continued)

1S
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For the year ended 31 March 2018
Less than 1 year 2-5 years Total

£000 £000 £000
As at 31 March 2017
Trade and other payables 33 - 33

33 - 33

(e) Capital risk management

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going concern in
order to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure to
reduce the cost of capital.

Capital adequacy and the use of regulatory capital are monitored on a monthly basis by the Company’s management.
Compliance with FCA regulatory capital requirements was maintained throughout the year. At 31 March 2018, the Company
had adequate capital over and above its requirement.

On 31 March 2018, the Company had £121,000 (2017: £77,000) of regulatory capital resources in excess of its regulatory

capital requirement. Management consider that the Company has sufficient capital for its size and complexity taking into
account all material risks faced in carrying out the Company’s activities.

Where significant business initiatives are planned, the effects on the risk profile of both the Company and therefore its capital
requirement, are considered as part of the business plan.

4. OPERATING EXPENSES

The following items have been included in arriving at operating loss:

31/03/2018 31/03/2017
£000 £000

Operating expenses
Employee remuneration expense (note 6) 361 351
Operating lease charges 34 34
Auditors’ remuneration (note 5) 12 12
Impairment of bad debt - 10
Other operating expenses 41 41
Operating expenses — total 448 448

S. AUDITORS’ REMUNERATION

During the year, the Company obtained the following services from the Company’s auditor, BDO LLP, at costs as detailed
below:

31/03/2018 31/03/2017
£000 £000
Audit services:
Fees payable to the Company’s auditor:
- statutory audit in respect of the Company 12 12
12 12

Fees for audit services above include all amounts payable to the Company’s auditors in their capacity as such.

NOTES TO THE FINANCIAL STATEMENTS (continued)
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For the year ended 31 March 2018

6. EMPLOYEES AND DIRECTORS

31/03/2018 31/03/2017
£000 £000
Employee remuneration expense
Wages and salaries 314 306
Social security costs 38 37
Other staff costs 9 8
Total employee remuneration expense 361 351
The average number of employees (including Directors) during the year was 4 (2017:3)
Directors
31/03/2018 31/03/2017
£000 £000
Aggregate emoluments 284 282
284 282

The aggregate emoluments of the highest paid Director were £175,000 (2017: £175,000). The amounts paid or accrued under
money purchase pension schemes during the period were less than £1,000 (2017: £ nil). No Director accrued benefits under
money purchase pension schemes during the period (2017:£Nil) and all Directors subject to auto-enrolment have elected not
to join the scheme.

7. INCOME TAX CHARGE
31/03/2018 31/03/2017
£000 £000
Current tax:
UK Corporation tax - -
Deferred tax:
Current year movement - -

Income tax charge - -

The tax on the Company’s loss before income tax differs from the theoretical amount that would arise using the weighted
average tax rate applicable to profits and losses of the Company.

Factors affecting the income tax charge for the period are explained below:
31/03/2018 31/03/2017

£000 £000
(Loss)/profit before tax (216) 12
Loss/(profit) multiplied by the rate of corporation tax for small companies in the UK
of 19% (2017: 20%) 41 )
Tax eftects of:
Tax losses (carried forward)/utilised 1) 2

- Tax charge - -

The Company has approximately £5.6 million of unutilised trading losses and £2.3 million of unutilised capital gains tax
losses. A deferred tax asset has not been recognised against these tax losses because of uncertainty over whether the
Company will make taxable profits in future years (see note 1).
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Evolution Securities China Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 March 2018

8. PROPERTY, PLANT AND EQUIPMENT

01 April 2017 to 01 April 2016 to
31 March 2018 31 March 2017
Fixtures Computer Total Fixtures Computer Total
and fittings  equipment and fittings  equipment
£000 £000 £000 £000 £000 £000
Cost
At the start of the year 5 13 18 5 13 18
Additions during the year - - - - - -
At the end of the year 5 13 18 5 13 18
Accumulated depreciation
At the start of the year 5 13 18 5 13 18
Charge for the year - - - - - -
At the end of the year 5 13 18 5 13 18

Net book values

At the end of the year - - - - - -

Any depreciation charge is included in operating expenses within the statement of comprehensive income.
9. DEFERRED INCOME TAX ASSETS

Deferred income tax assets are recognised in respect of tax losses and other temporary differences giving rise to deferred tax
assets to the extent that the Directors consider it is probable, based on forecasts and their plans and intentions for the
Company, that these assets will be recovered.

The deferred tax asset not recognised in these accounts is £1,064,000 (2017: £1,085,000)

Deferred income tax is calculated in full on temporary differences under the liability method using a tax rate of 19% (2017:
20%). The movement on the deferred income tax asset is detailed below:

31/03/2018 31/03/2017
£000 £000

At start of the year - -
Income statement charge - -

At end of the year - -

10. SHORT TERM INVESTMENTS

31/03/2018 31/03/2017

£000 £000
At start of the year 153 -
Purchase of 1.8 million Stanley Gibbons Group plc Shares - 180
Fair value adjustment (69) 27
At end of the year 84 153
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Evolution Securities China Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 March 2018

11. TRADE AND OTHER RECEIVABLES

Current

Trade receivables

Prepayments and accrued income
Other receivables

Amounts owed by group undertakings are unsecured, interest free and have no fixed date of repayment.

12. CASH AND CASH EQUIVALENTS

Cash and cash equivalents
Cash at bank and in hand

13. TRADE AND OTHER PAYABLES

Accruals and deferred income
Other current creditors

14. SHARE CAPITAL

Authorised:
5,000,000 (2017: 5,000,000) ordinary shares of £1 each
490,000 (2017: 490,000) deferred shares of £1 each

Allotted, called up and fully paid:
3,235,361 (2017: 2,985,361) ordinary shares of £1 each
490,000 (2017: 490,000) deferred shares of £1 each

31/03/2018  31/03/2017
£000 £000
114 50
- 7
5 7

119 64
31/03/2018  31/03/2017
£7000 £000

67 13
31/03/2018  31/03/2017
£000 £000

18 20

21 13

39 33
31/03/2018  31/03/2017
£000 £000
5,000 5,000

490 490

5,490 5,490
3,235 2,985

490 490

3,725 3,475

During the year, 250,000 Ordinary shares of £1 each were allotted to First Eastern at par. All shares were fully paid up at the
balance sheet date.

The deferred shares are not entitled to receive any profits that the Company may determine to distribute. The deferred shares

ar

e non- interest bearing and have no voting rights.

On a return of capital on liquidation, the surplus assets of the Company remaining after payment of its liabilities shall be
applied in the following priority order:

)]
2)

3)

first in paying to the holders of the deferred shares an amount equal to the amount paid thereon including any premium;

thereafter, the balance (if any) in paying to the holders of the ordinary shares the amount paid up thereon;

thereafter, the balance (if any) of such surplus assets shall belong to and be distributed amongst the holders of the ordinary

shares in proportion to the amounts paid up on the shares.
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Evolution Securities China Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 March 2018

15. CASH FLOWS FROM OPERATING ACTIVITIES
Reconciliation of operating (loss)/profit to net cash outflow from operating activities:

31/03/2018 31/03/2017

Cash absorbed from operating activities £000 £000
Operating (loss)/profit (216) 12
Changes in working capital:

Decrease/(increase) in short term investments 69 (153)
(Increase)/decrease in trade and other receivables (55) 59
Increase in trade and other payables 6 1
Cash used in operating activities (196) (81)

16. CAPITAL COMMITMENTS AND CONTINGENCIES

The Company has no capital commitments and contingencies (2017: Nil).
17. RELATED PARTY TRANSACTIONS

The following transactions were carried out with related parties:

i)  Imtra-group trading

There were no transactions with group entities during the year or the prior year and there are no intercompany balances other
than amounts of below £1,000.

ii)  Other related parties

During the year the Company earned £301,000 (2017: £307,000) in respect of fees under an agreement with Stanley Gibbons
Group plc a company of which Mr Whiley is a director. Of these fees £114,000 (2017: £50,000) remain outstanding at the
year end and are included in the Statement of Financial Position as trade debtors. Mr Whiley, Ms Kan and Mr Lap-Lik Chu
are all directors of CNMI to whom the Company paid rent of £34,000 (2017: £34,000) during the year. There are no amounts
outstanding at the year end (2017: £nil).

iii) Key management compensation
The compensation paid to key management is detailed below. Key management are defined as the Directors of the Company.
31/03/2018 31/03/2017
£000 £000

Remuneration in respect of directors:

. Salaries and short term employee benefit 284 282
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Evolution Securities China Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 March 2018

18. SUBSEQUENT EVENTS

There are no subsequent events that impact on these financial statements.

19. ULTIMATE CONTROLLING PARTY

The Company’s ultimate parent company is First Eastern Financial Holdings Limited, a company incorporated in Hong Kong

with limited liability. The address of its registered office is 4" Floor, Henley Building, 5 Queen’s Road Central, Hong Kong.
The ultimate controlling party is the director Victor Lap-Lik Chu.
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Evolution Securities China Limited

UNAUDITED NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2018

Annex 1 — Pillar 3 Disclosures

The European Capital Requirements Directive introduced consistent capital adequacy standards and an
associated supervisory framework in the EU based on the Basel II rules. The Directive is enforced in the
UK by the Financial Conduct Authority (“FCA™). The framework consists of three ‘pillars’.

* Pillar 1 - This specifies the minimum capital requirements.

« Pillar 2 - This supervisory review process requires an assessment to be made of whether additional
capital should be held against risks not covered by Pillar 1.

» Pillar 3 - This introduces public disclosure of qualitative and quantitative information and is designed
to promote market discipline by providing market participants with key information on a firm’s risk
exposures and risk management processes.

ESCL is in the process of creating a sustainable business model. As such its risk approach is almost
exclusively focused on maintaining the minimum level of expenditure possible whilst continuing to
maintain its existing relationships and enhancing its profile. ESCL has received strong indications of
continuing support from its parent. '

ESCL has capital resources at 31 March 2018 of £231,000 all of which is tier one capital. The firm’s
internal assessment of its risk capital requirement is £50,000 which represents one quarter’s expected
losses in a wind up situation and a potential loss on the SGI shares. ESCL is not exposed to any interest
rate risk or securitization risk.
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