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GLORIOUS CREATION LIMITED. 

Management Discussion and Analysis 

For the Six Months Ended June 30, 2019 

 

This management discussion and analysis of financial condition and results of operations (the “MD&A”) for 

Glorious Creation Limited  (“Glorious Canada” or the “Company”) is prepared as of August 6, 2019 and is intended 

to assist in the understanding and assessment of trends and significant changes in the results of operations and 

financial condition of the Company. The information herein should be read in conjunction with the unaudited 

condensed interim consolidated financial statements for the six months ended June 30, 2019 and in conjunction with 

the audited consolidated financial statements for the year ended December 31, 2018, which have been prepared 

under International Financial Reporting Standards (“IFRS”). The information contained herein is not a substitute for 

detailed investigation or analysis on any particular issue. The information provided in this document is not intended 

to be a comprehensive review of all matters and developments concerning the Corporation.  

 

All financial information in this MD&A has been prepared in accordance with IFRS and all dollar amounts are 

quoted in Canadian dollars, the reporting and functional currency of the Corporation, unless specifically noted.  

 

This discussion contains forward-looking statements that involve risks and uncertainties. Such information, although 

considered to be reasonable by the Company’s management at the time of preparation, may prove to be inaccurate 

and actual results may differ materially from those anticipated in the statements made. 

Forward-Looking Statements 

Certain information included in this discussion may constitute forward-looking statements.  Readers are cautioned 

not to put undue reliance on forward-looking statements.  These statements relate to future events or the Company’s 

future performance, business prospects or opportunities. All statements other than statements of historical fact may 

be forward-looking statements. Forward-looking statements are often, but not always, identified by the use of words 

such as "seek", "anticipate", "plan", "continue", "estimate", "expect", "may", "will", "project", "predict", "potential", 

"targeting", "intend", "could", "might", "should", "believe" and similar expressions. Forward-looking statements are 

subject to a variety of risks and uncertainties which could cause actual events or results to differ from those reflected 

in the forward-looking statements, including, without limitation, risks and uncertainties relating to internet and 

social media industry (see section “Business Risks” herein).  Forward-looking information is, in addition, based on 

various assumptions including, without limitation, the expectations and beliefs of management, that the Company 

can access financing, appropriate equipment and sufficient labour.  Should one or more of these risks and 

uncertainties materialize, or should underlying assumptions prove incorrect, actual results may vary materially from 

those described in forward-looking statements.   

Proposed sales of subsidiaries 

The Company was incorporated under the Canada Business Corporations Act (“CBCA”) on December 24, 2015 and 

was registered as an extra-provincial company in British Columbia on January 28, 2016. Through a share exchange 

arrangement (the “Share Exchange”). On September 5, 2017, the Company completed its initial public offering 

(“IPO”) and trading of the Company’s common shares commenced on the Canadian Securities Exchange (“CSE”) 

under the symbol “GCIT”.   

Since the Company’s IPO, the Company has focused its efforts and resources on facilitating trade between China 

and Vietnam and other Southeast Asian countries.  Through its Asian subsidiaries, the Company commenced the 

development of an e-commerce platform which was intended to facilitate the trading and settlement of products 

between small to medium sized businesses initially in China and Vietnam.  Once trade between China and Vietnam 

was established, the Company then intended to expand its e-commerce platform to connect Chinese and Vietnamese 

businesses with businesses in other Southeast Asian countries.  Over the past two years, the Company has made 
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some progress, including setting up offices and infrastructure in Ho Chi Minh City, Vietnam and Shenzhen City, 

China, obtaining necessary import and export licenses in Vietnam and China, developing blockchain technology 

required to support the e-commerce platform, and building up connections with numerous businesses in China, 

Vietnam, Cambodia and Malaysia.  However, since late 2018, the Company has encountered a series of unexpected 

difficulties which have thwarted its ability to move forward, including: the trade war between China and United 

States, the technology ban imposed on Chinese technology companies like Huawei, the political instability of Hong 

Kong, the breakdown of Chinese-Canadian relations, and Mr. Kong’s health issues.  All of these issues, as well as 

others, have cast doubt on the feasibility of success for the Company’s long-term development plan in China and 

Southeast Asia.  The Company’s subsidiaries in Asia had a total loss of $1.2 million in 2017 and $1.5 million in 

2018, and a net liability of $1.8 million as of December 31, 2018.  Mr. Kong was the key person involved in the IT 

development of the platform, and was personally engaged in liaising with businesses and government officials in 

China and Vietnam.  Without these relationships and Mr. Kong’s ability to continue with his efforts, the Company is 

unable to continue advancing its business in Asia at this time. The Company has laid off most of its employees in 

Asia; however, it continues to accrue costs.  Consequently, in light of all of these issues, upon considered review and 

evaluation, the Board has determined that it’s not financially feasible to continue with its current business.  The 

Board believes that it is in the best interests of the Company to cut its losses and divest itself of the business in Asia, 

through the sale of its Asian subsidiaries.  It is proposing to sell its Hong Kong subsidiary, which holds its 

Vietnamese and Chinese subsidiaries, to Mr. Kong at nominal cost, with all related liabilities being assumed by Mr. 

Kong, so as to divest the Company of the ongoing financial losses. On July 31, 2019, the Company entered into a 

sales and purchase agreement with Mr. Kong to sell 100% of shares of Glorious IT which includes all subsidiaries in 

Asia for a consideration of $200. As this will be a sale of substantially all of its assets, the Company will seek 

shareholder approval to this sale at its upcoming Annual General Meeting to be held on September 10, 2019. 

The Board has started to evaluate new opportunities and projects to vend in to the Company as its new business, 

with a view to enhancing shareholder value.  The Board will provide shareholders with updates on the status of these 

opportunities if and when material information becomes available. 

On July 10, 2019, Mr. Kong resigned from the CEO and director position of the Company. Mr. Norm Yurik has 

been appointed as the CEO and a director of the Company on the same day.  Mr. Yurik is a CPA and former tax 

partner at Deloitte LLP, where he had worked from 1979 to 2017.  Mr. Yurik led the Merger and Acquisition Group 

of Deloitte LLP in British Columbia for 20 years and was responsible for both tax planning and structuring and 

client service for some of Deloitte’s most significant clients in Vancouver.  Mr. Yurik has extensive experience 

working with public companies, family offices and high net worth individuals. He has worked in jurisdictions such 

as the US, UK, Australia, Barbados, Africa, Luxembourg, Jersey Islands plus various other countries.  He has served 

on various Institute Boards and Charitable Boards over the past 20 years.  Mr. Yurik is currently a director of 

Russell Breweries Inc. and Asian Mineral Resources Limited. 

 

Corporate Structure  

Currently, the Company owns 100% of Glorious IT, who directly owns 3 subsidiaries, 100% of Glorious Shenzhen 

in China, and 86% of Glorious Vietnam and 72% of VnTrans in Vietnam. 

In November 2017, Glorious (Vietnam) Company Limited (“Glorious Vietnam”) acquired 100% of Glorious 

(Vietnam) Trading Company Limited (formerly Khai Tam Tri Limited) (“KTT”) by paying VND120,000,000 

($6,600). KTT holds retail licenses in Vietnam and will focus on trading related business. In June 2018, Glorious 

Vietnam set up a wholly-owned subsidiary, Glorious (Vietnam) Food and Beverage Company Limited (“F&B”). 

F&B focuses on food and beverage import and export, and wholesale and retail. 
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In October 2017, Shenzhen Qianhai Glorious Creation Co., Ltd. (“Glorious SZ”) incorporated a 100% owned 

subsidiary in Shenzhen, China, Shenzhen Glorious Internet Co., Ltd. (“Glorious Internet”). Glorious Internet will 

focus on technology development and Glorious SZ will focus on trading related business between China and 

Vietnam. 

Details of the Company’s subsidiaries are as follows:  

    Ownership 
 
 

Name 

Date of 
incorporation 
or acquisition 

 
 

Location 

 
Principal 
activities 

 
June 30, 

 2019 

 
December 31, 

2018 
Glorious IT Creation Limited 
(“Glorious HK”) 

July 19, 2011 Hong Kong, China Asian head office 100% 100% 

Shenzhen Qianhai Glorious 
Creation Co., Ltd. (“Glorious SZ”) 

January 3, 2017 Shenzhen, China Virtual cross-border 
business platform  

100% 100% 

Shenzhen Glorious Internet Co., 
Ltd. (“Glorious Internet”) 

October 23, 2017 Shenzhen, China IT development  100% 100% 

Glorious (Vietnam) Company 
Limited (“Glorious Vietnam”) 

January 18, 2012 Ho Chi Minh City, 
Vietnam 

Internet technology 
services 

86% 86% 

Glorious (Vietnam) Trading 
Company Limited (formerly Khai 
Tam Tri Limited) (“KTT”) 

December 7, 2017 Ho Chi Minh City, 
Vietnam 

Retail 86% 86% 

Glorious (Vietnam) Food and 
Beverage Company Limited 
(“F&B”) 

July 6, 2018 Ho Chi Minh City, 
Vietnam 

Food and beverage 
import and export, 
wholesale and retail 

86% 86% 

VnTrans Limited (“VnTrans”) September 29, 2014 Ho Chi Minh City, 
Vietnam 

Transportation and 
logistic 
management 

72% 72% 

 

On July 31, 2019, the Company entered into a sales and purchase agreement with the former CEO, Mr. Kong, to sell 

100% of shares of Glorious IT which includes all subsidiaries in Asia for a consideration of $200. This transaction is 

subject to regulatory and shareholders’ approval.  
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Overall Performance 

Proposed sales of Glorious IT and all subsidiaries 

 

On July 31, 2019, the Company entered into a sales and purchase agreement with the former CEO, Mr. Kong, to sell 

100% of shares of Glorious IT which includes all subsidiaries in Asia for a consideration of $200. This transaction is 

subject to regulatory and shareholders’ approval.  

Change of director and officer 

 

On July 10, 2019, Mr. Kong resigned from the CEO and director position of the Company. Mr. Norm Yurik has 

been appointed as the CEO and a director of the Company on the same day.  Mr. Yurik is a CPA and former tax 

partner at Deloitte LLP, where he had worked from 1979 to 2017.  Mr. Yurik led the Merger and Acquisition Group 

of Deloitte LLP in British Columbia for 20 years and was responsible for both tax planning and structuring and 

client service for some of Deloitte’s most significant clients in Vancouver.  Mr. Yurik has extensive experience 

working with public companies, family offices and high net worth individuals. He has worked in jurisdictions such 

as the US, UK, Australia, Barbados, Africa, Luxembourg, Jersey Islands plus various other countries.  He has served 

on various Institute Boards and Charitable Boards over the past 20 years.  Mr. Yurik is currently a director of 

Russell Breweries Inc. and Asian Mineral Resources Limited. 

 

Glorious Creation 

Limited 

Glorious IT Creation 

Limited  

Glorious (Vietnam) 

Company Limited  

 

Vntrans Company 

Limited 

Shenzhen 

Glorious 

Internet Co., 

Ltd. 

Shenzhen 

Qianhai Glorious 

Creation Co., Ltd. 

Glorious (Vietnam) 

Food and Beverage 

Company Limited 

Glorious (Vietnam) Trading 

Company Limited (formerly 

Khai Tam Tri Limited) 
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Management cease trade order (“MCTO”)  

 

The Company’s annual financial statements, the related management’s discussion and analysis and the related 

officer certifications for the financial year ended December 31, 2018 (collectively, the “Annual Filings”) was 

delayed beyond the filing deadline of April 30, 2019. The Company’s application for a management cease trade 

order (the “MCTO”) was approved and the MCTO has been issued effective May 1, 2019.  

 

The Annual Filing is completed on May 24, 2019 and the MCTO is revoked on May 27, 2019 as a result. 

 

Loans  

 

 In April and May 2019, the Company received loan of $150,000. The loans bear no interest and mature on demand 

by the lenders. The Company provides all of its currently held and after-acquired assets as security for the loans. On 

July 4, 2019, the Company received an additional loan of $25,000. 

Private Placement 

 

In March 2018, the Company closed a non-brokered private placement by issuing 1,000,000 share units at the price 

of $0.45 per unit for total proceeds of $450,000 Each unit consists of one common share and one share purchase 

warrant. Each warrant can be exercised into one common share of the Company at the price of $0.75 per share for a 

period of two years. In connection with the offering, the Company paid total finders fees of $1,125.  

 

Results of Operations 

 

Six months ended June 30, 2019 and 2018 

 

During the six months ended June 30, 2019, the Corporation incurred a net loss of $412,390, compared with 

$741,996 for the six months ended June 30, 2018.  The Corporation currently has generated revenue from sales of 

electronic products and other products, installation and implementation services, staff training, and monthly access 

and maintenance services. However, it has only a few customers and has not developed a mature line of business. 

The Corporation is in the development stage and its revenue and expense are not consistent each period. 

 

The losses are mainly comprised of the following items: 

 

 During the six months ended June 30, 2019, the Company generated revenue of $2,075 (2018 - $12,119) from 

maintaining the energy saving system and providing other IT services; $4,117 (2018 - $11,779) from selling 

electronic products in Vietnam and selling agricultural products in China. The Company also incurred selling 

expenses of $17,910 (2018 - $34,449) on renting and maintaining a showroom in Ho Chi Minh City, and 

$14,044 (2018 - $32,134) on hiring and training sales persons and hosting marketing events; 

 Amortization costs of $32,882 (2018 - $41,311) are mainly from amortizing computers and office equipment, 

office furniture, and leasehold improvement. 

 Accounting and auditing fees have a credit balance of $12,180 (2018 – debit balance of $6,718) was due to over 

accrual of yearend audit fee.  

 Consulting fee of $17,738 during the six months ended June 30, 2018 was paid for advice on building up 

blockchain based trading platform. There was no such fee in the six months ended June 30, 2019. 

 Directors fee of $12,000 (2018 - $18,000) was paid or accrued to two (2018 – three) directors at $1,000 per 

month for each director. 

 Legal fees of $10,936 (2018 - $19,359) was for corporate work. 
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 Management fees of $51,000 (2018 - $91,235) includes $Nil (2018 - $49,235) paid or accrued to the former 

CEO and $51,000 (2018 - $42,000) to company controlled by the CFO. 

 Office and miscellaneous of $31,879 (2018 - $56,945) includes meals and entertainment, gift and promotion, 

preparation of business plan, office supplies, etc. 

 Rent fees of $31,879 (2018 - $44,996) are for two offices in Ho Chi Minh City, and one office in Shenzhen city. 

 Salary and benefits of $71,417 (2018 - $100,915) were paid to employees in Ho Chi Minh City and Shenzhen 

City. 

 Share-based compensation of $106,052 (2018 - $233,361) is the amortization of the fair value of 3,320,000 

stock options granted in August 2017. 

 Travel expenses of $544 (2018 - $33,173) was mainly for trips made by the former CEO between Hong Kong, 

China and Vietnam and visiting Vancouver. The travel expense decreased significantly due to health issue of 

the former CEO and also reduced business activities. 

 Registration and filing fees of $14,444 (2018 - $10,417) included fees paid to CSE and transfer agent and for 

SEDAR filing.  

 During the six months ended June 30, 2019, the Company disposed certain capital assets in Shenzhen office and 

one of its Ho Chi Minh city office and incurred a loss of $27,366 (2018- $Nil). 

 

 

Three months ended June 30, 2019 and 2018 

 

During the three months ended June 30, 2019, the Company incurred a net loss of $188,557, compared with 

$378,908 for the three months ended June 30, 2018.  The Company currently has generated revenue from sales of 

electronic products and other products, and monthly access and maintenance services. However, it has only a few 

customers and has not developed a mature line of business. The Company is in the development stage and its 

revenue and expense are not consistent each period. 

 

The losses are mainly comprised of the following items: 

 

 During the three months ended June 30, 2019, the Company generated revenue of $Nil (2018 - $6,168) from 

maintaining the energy saving system and providing other IT services; $Nil (2018 - $11,319) from selling 

electronic products in Vietnam and selling Vietnamese agricultural products in China. The Company incurred 

marketing fee of $Nil (2018 - $17,050) on renting and maintaining a showroom in Ho Chi Minh City, and $Nil 

(2018 - $16,013) on hiring and training sales persons and hosting marketing events; 

 Amortization costs of $14,278 (2018 - $20,968) are mainly from amortizing computers and office equipment, 

office furniture, and leasehold improvement. 

 Accounting and auditing fees have a credit balance of $13,538 (2018 – debit balance of $5,470) was due to over 

accrual of yearend audit fee.  

 Consulting fee of $17,738 during the three months ended June 30, 2018 was paid for advice on building up 

blockchain based trading platform. There was no such fee in the three months ended June 30, 2019. 

 Directors fee of $6,000 (2018 - $9,000) was paid or accrued to two (2018 – three) directors at $1,000 per month 

for each director. 

 Legal of $10,520 (2018 - $4,076) was for corporate work. 

 Management fees of $21,000 (2018 - $43,823) includes $Nil (2018 - $22,823) paid or accrued to the CEO and 

$21,000 (2018 - $21,000) to company controlled by the CFO. 

 Office and miscellaneous of $9,563 (2018 - $28,063) includes meals and entertainment, gift and promotion, 

preparation of business plan, office supplies, etc. 

 Rent fees of $27,162 (2018 - $20,051) are for two offices in Ho Chi Minh City, and one office in Shenzhen city. 
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 Salary and benefits of $31,443 (2018 - $50,516) were paid to employees in Ho Chi Minh City and Shenzhen 

City. 

 Share-based compensation of $53,319 (2018 - $117,325) is the amortization of the fair value of 3,320,000 stock 

options granted in August 2017. 

 Travel expenses during the three months ended June 30, 2018 was mainly for trips made by the former CEO 

between Hong Kong, China and Vietnam and visiting Vancouver. There was no such activity during the three 

months ended June 30, 2019. 

 Registration and filing fees of $12,494 (2018 - $6,412) included transfer agent fee, CSE maintenance fee and 

SEDAR filing fee.  

 During the three months ended June 30, 2019, the Company disposed certain capital assets in Shenzhen office 

and one of its Ho Chi Minh city office and incurred a loss of $13,978 (2018- $Nil). 

 

Summary of Quarterly Results 

The following table summarizes the operation results for the most recent four quarters:  

 

 Three month 

period ended 

June 30,  

2019  

Three month 

period ended 

March 31,  

2019  

Three month 

period ended 

December 31,  

2018  

Three month 

period ended 

September 30,  

2018  

     

Total assets $ 197,548 $ 250,348 $ 318,892 $ 492,447 

Capital assets 43,542 73,145 112,405 120,713 

Working capital (deficiency) (706,323) (608,987) (481,108) (86,449) 

Long-term liabilities - - - - 

Shareholders’ equity (deficiency) (645,963) (520,824) (353,674) 49,314 

Net loss for the period (188,557) (223,833) (446,325) (377,337) 

Comprehensive loss for the period  (178,458) (219,883) (457,267) (347,049) 

     

Net loss attributable to     

Shareholders of the Company (178,290) (210,388) (421,850) (327,639) 

Non-controlling interest (10,267) (13,445) (24,475) (19,410) 

     

Loss per share, basic and diluted  (0.00) (0.01) (0.01) (0.01) 
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Liquidity and Capital Resources 

 

The Company commenced fiscal 2019 with working capital deficiency of $481,108 and cash of $34,820. As at June 

30, 2019, the Company had a working capital deficiency of $706,323 and cash of $7,989.  

 

Net cash used in operating activities for the current period was $194,397 (2018 - $574,468).  The net cash used in 

operating activities for the six-month period consisted primarily of the operating loss and a change in non-cash 

working capital items. 

 

Net cash provided by investing activities during the current six moth period was from proceeds of $7,248 from 

disposing capital assets. In the comparative six-month period, net cash used in investing activities was $5,762 due to 

purchasing computers and office furniture. 

 

Net cash from financing activities during the current period ended June 30, 2019 was $162,840 (2018 - $516,773). 

During the six months ended June 30, 2019, the Company received $150,000 loan from certain individuals in 

Canada and $22,767 (HK$134,000) of loan from former CEO (HK$98,000) and certain shareholders in Hong Kong 

(HK$36,000). During the six months ended June 30, 2018, the Company completed a non-brokered private 

placement in March by issuing 1,000,000 share units at $0.45 per unit for gross proceeds of $450,000. Also, the 

Company received $76,751 (HK$470,000) of loan from HSBC in June 2018.  

 

The Company will need to raise funds through debt or equity offerings in order to have sufficient working capital to 

sustain its operations for the next 12 months.  

 

 

Related Party Transactions 

 

a) During the six months ended June 30, 2019, the Company paid or accrued fees of $Nil (2018 - $49,235) to the 

former CEO of the Company. As of June 30, 2019, $16,585 (December 31, 2018 – $10,336) was owed to the former 

CEO.  
 

 Three month 

period ended 

June 30,  

2018  

Three month 

period ended  

March 31, 

2018  

Three month 

period ended  

December 31,  

2017  

Three month 

period ended 

September 30,  

2017  

     

Total assets $ 613,392 $ 886,198 $ 637,960 $ 1,067,947 

Capital assets 141,136 160,470 176,679 24,802 

Working capital (deficiency) 140,394 411,305 196,180 674,267 

Long-term liabilities - - - - 

Shareholders’ equity (deficiency) 296,599 587,051 388,140 714,357 

Net loss for the period (378,908) (363,088) (446,131) (256,564) 

Comprehensive loss for the period  (407,777) (366,000) (451,167) (246,004) 

     

Net loss attributable to     

Shareholders of the Company (360,961) (344,562) (426,857) (249,514) 

Non-controlling interest (17,947) (18,526) (19,274) (7,050) 

     

Loss per share, basic and diluted  (0.01) (0.01) (0.01) (0.01) 
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During the six months ended June 30, 2019, the Company received HK$98,000 from the former CEO. As of June 

30, 2019, the loan balance was HK$288,000 ($48,240) (December 31, 2018 - HK$190,000 ($33,060)). 

 

b) During the six months ended June 30, 2019, the Company paid or accrued fees of $51,000 (2018 - $42,000) to a 

company controlled by the CFO of the Company. As of June 30, 2019, $87,000 (December 31, 2018 - $55,500) was 

owed to the company controlled by the CFO. 
 

c) During the six months ended June 30, 2019, the Company paid or accrued directors’ fees of $12,000 (2018 - 

$18,000) to the directors. As of June 30, 2019, $18,900 (December 31, 2018 - $6,300) was owed to the directors. 
 

Off Balance Sheet Arrangements 

 

The Company has no off balance sheet arrangements. 

 

Investor Relations 

N/A 

Commitments 

 

The Company has no commitments. 

 

Subsequent Events 

 

On July 31, 2019, the Company entered into an agreement with its former CEO to sell 100% of shares of Glorious 

IT which includes all subsidiaries in Asia for a consideration of $200. This Transaction is subject to the 

shareholders’ and regulators’ approval. 

 

As of June 30, 2019, the net liabilities of consolidated Glorious IT and its subsidiaries are as follows: 

 

 $  

Cash   2,260  

Receivables  76,341  

Prepaids  36,400  

Inventory  2,007  

Investment in associate  15,018  

Capital assets  45,342  

Accounts payable and accrued liabilities  (156,148)  

Short-term loans  (293,024)  

Due from associate  (118,844)  

Due from Glorious Canada   (1,684,478)  

Deficit attributed to non-controlling interest   195,837  

Accumulated other comprehensive income   7,611  

   

Net liabilities  (1,871,678)  
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The Company’s non-consolidated statement of financial position is as follows assuming that the Company had sold 

100% shares of Glorious IT as of June 30, 2019: 

 

 

 

Financial and Capital Risk Management 

 

The Company has measured its accounts payable and accrued liabilities, due to related parties, due to association 

and short-term loans at amortized cost. The Company measure its financial assets, receivables, also at amortized 

cost. The Company’s carrying values of these items approximate their fair value due to the relatively short periods to 

maturity of the instruments. 

Credit risk 

 

Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to meet its 

contractual obligations. As of June 30, 2019, the Company’s maximum exposure to credit risk is limited to its cash. 

The Company limits exposure to credit risk by maintaining its cash with large financial institutions in Hong Kong 

and Canada. The Company wires funds to Vietnamese subsidiaries according to a detailed budget and maintains a 

low level of cash balances in its Vietnamese banks. 

 

The Company is exposed to credit risk on trade receivables. The Company regularly reviews the collectability of its 

trade and other receivables and establishes an allowance account for credit losses based on its best estimate of any 

potentially uncollectible amounts. As of June 30, 2019 and December 31, 2018, the Company has minimal trade 

receivables. 

 

  

June 30, 

2019 

  $ 

Assets  
  

Current assets    

Cash    5,729 

Amounts receivable  9,451 

Prepaid expenses   5,000 

Total assets  20,180 

Liabilities    

Current liabilities    

Accounts payable and accrued liabilities   19,670 

Due to related parties   106,124 

Loans   150,000 

Total current liabilities  275,495 

Shareholders’ equity (deficiency)   

Share capital   2,831,023 

Reserve   769,961 

Deficit  (4,023,773) 

Total shareholders’ equity (deficiency)  (255,315) 

   

Total liabilities and shareholders’ equity (deficiency)  20,180 
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Currency risk  

 

The Company has raised funds in Canadian dollars and Hong Kong dollars. A portion of the Company’s expenses 

are incurred in Hong Kong dollars, Chinese RMB and the Vietnamese Dong and financial instrument balances are 

held in these currencies. A change in the currency exchange rates between Canadian dollars, Hong Kong dollars, 

Chinese RMB and Vietnamese Dong could have a negative effect on the Company’s results of operations, financial 

position or cash flows. However, as the Company does not maintain significant cash balances in foreign currencies 

and settles any transactions in foreign currencies quickly, its exposure to currency risk is considered insignificant as 

at June 30, 2019 and December 31, 2018. As such, the Company has not hedged its exposure to currency 

fluctuations.  

 

Liquidity risk 

 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. As at 

June 30, 2019, the Company had a cash balance of $7,989 to settle current liabilities of $843,511. All of the 

Company’s financial liabilities have contractual maturities of 30 days or are due on demand and are subject to 

normal trade terms. The Company needs further funding to meet its short-term and long-term cash requirements. 

 

Interest rate risk 

 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 

changes in market interest rates. The Company currently has no interest-bearing financial instruments other than 

cash and loans, so its exposure to interest rate risks is insignificant. Loans bear a fixed interest rate. 

 

Capital management 

 

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going 

concern in order to pursue the identification and evaluation of assets or a business and once identified or evaluated, 

to negotiate an acquisition or participation in a business subject to receipt of shareholder approval and acceptance by 

regulatory authorities. The Company relies mainly on equity issuances and loans from related parties to raise new 

capital. In the management of capital, the Company includes the components of shareholders’ equity (deficiency). 

The Company prepares annual estimates of operating expenditures and monitors actual expenditures compared to 

the estimates in an effort to ensure that there is sufficient capital on hand to meet ongoing obligations. The 

Company’s investment policy is to negotiate premium interest rates on savings accounts or to invest its cash in 

highly liquid short-term deposits with terms of one year or less and which can be liquidated at any time without 

interest penalty. The Company will require additional financing in order to provide working capital to fund costs for 

the current year. These financing activities may include issuances of additional debt or equity securities. 

 

The Company currently is not subject to externally imposed capital requirements. There were no changes in the 

Company’s approach to capital management. 

 

Significant Accounting Policies, Critical Judgments and Estimates  

 

The preparation of financial statements in conformity with IFRS requires management to make 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 reporting period. Actual results may differ from those 

estimates. Estimates are reviewed on an ongoing basis based on historical experience and other factors that are 

considered to be relevant under the circumstances. Revisions to estimates on the resulting effects of the carrying 

amounts of the Company’s assets and liabilities are accounted for prospectively.  

 

All of the Company’s significant accounting policies and estimates are included in Notes 3 and 4 of its unaudited 

condensed interim consolidated financial statements for the six months ended June 30, 2019 and its audited 
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consolidated financial statements for the year ended December 31, 2018. 

 

 Adoption of accounting policies 

 

 The Company adopted IFRS 16, Lease, starting January 1, 2019. The adoption of the standard has no significant 

impact on the measurement or presentation of balances or transactions as reported in these financial statements. 

 

 

Outstanding Share Data 

 

The following table summarizes the Company’s outstanding share data as of the date of this MD&A:  

 

 

 

 Number of shares 

Issued or issuable 

   

Common shares    39,222,001 

Stock options   2,920,000 

Warrants   1,209,480 

 

 

Risks and Uncertainties 

 

The Company, through its subsidiaries in Hong Kong, Vietnam and China, and a network of business partners, 

provides commercial services for foreign enterprises seeking ready access to the growing market for consumer and 

industrial goods in Vietnam.  The Company helps its clients to develop Southeast Asian market by providing a range 

of services including access to the Maritime Silk Road online marketplace, shipping logistics, payment processing, 

warehousing and distribution of goods, marketing, promotion and sales support.  The Company provides a low cost, 

fast, effective and reliable bridge for small and medium sized enterprises (“SMEs”) to enter Vietnam and other 

ASEAN (Association of South East Asian Nations) economies. 

 

Limited Operating History  

 

The Company was incorporated in late 2015 and does not have an operating history or any established financing 

sources.  The Company’s wholly-owned subsidiary, Glorious IT, was incorporated in July, 2011, and has earned 

nominal revenues to date.   

 

The Company has a history of operating losses and may not achieve or sustain profitability.  It cannot guarantee 

investors that it will become profitable, and even if it achieves profitability, given the evolving nature of the industry 

in which it operates, it may not be unable to sustain or increase profitability and its failure to do so could adversely 

affect its business, including its ability to raise additional funds. 

 

The Company’s financial statements have been prepared on a going concern basis under which an entity is 

considered to be able to realize its assets and satisfy its liabilities in the ordinary course of business.  The Company’s 

future operations are dependent upon the identification and successful completion of equity or debt financing and 

the achievement of profitable operations at an indeterminate time in the future. There can be no assurances that the 

Company will be successful in completing equity or debt financing or in achieving profitability. The financial 

statements do not give effect to any adjustments relating to the carrying values and classification of assets and 

liabilities that would be necessary should the Company be unable to continue as a going concern. 

 

The Company’s business and prospects must be considered in light of the risks, expenses and difficulties often 

encountered by early stage agency, distributor and/or commercial IT technology companies.  Risks to consider 

include the unpredictability of the Company’s business expansion, its ability to anticipate and adapt to the constantly 

evolving array of business opportunities presented to it and its ability to identify, attract, train and retain qualified 

personnel to assist it with its growth and diversity.  The Company has limited experience in addressing the risks, 
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expenses and difficulties encountered by similar, same-stage companies, particularly companies that are as rapidly 

evolving in the ASEAN corridor as the Company.  

 

The Company cannot assure that it can avoid net losses in the future or that there will not be any earning or revenue 

declines in the future.  The Company expects that its operating expenses will increase as it grows its business.  If the 

revenues do not increase to offset these expected increases in costs and operating expenses, the Company will not be 

profitable. 

 

To increase its revenues, the Company must regularly add new customers, provide additional services and/or sell 

additional products to existing customers and encourage existing customers to increase their minimum commitment 

levels.  There are no assurances that the Company will be able to attract new customers or retain existing customers 

in which case its operating results will be adversely affected. 

 

The Company intends to expand its international trade agency and consulting business, as well as continue to 

establish and expand its e-commerce platform into a number of ASEAN countries, including Vietnam and China.  In 

order to succeed with such expansions, the Company believes it will need to develop and manage new sales 

channels and distribution arrangements.  Because the Company has limited experience in developing and managing 

such channels, it may not be successful in further penetrating target geographic regions or reaching a broader 

customer base.  Failure to develop or manage additional sales channels effectively would limit the Company’s 

ability to succeed in its target markets and could adversely affect the Company’s ability to grow its customer base 

and revenue.  Additionally, the Company expects to act as a distributor for the products and services sold through its 

e-commerce platform.  If the Company fails to manage distribution of such products and services properly, if the 

financial condition or operations of its suppliers weaken, or if such suppliers fail to meet the applicable regulatory 

requirements of the jurisdictions in which they do business, the revenue and gross margins of the Company could be 

adversely affected.  

 

Negative Operating Cash Flows 

 

Since commencing its operations the Company has had negative operating cash flow and incurred losses.  The 

Company may never achieve positive operating cash flow.  To the extent the Company has negative operating cash 

flows in future, it may need to deploy a portion of its existing cash reserves or identify additional sources of 

financing to fund such negative cash flows.  The Company may require additional financing in order to continue as a 

going concern, as well as to grow and expand its operations.  It is possible that any required future financing will not 

be available or, if available, will not be available on favorable terms.  If adequate funds are not available, or are not 

available on acceptable terms, the Company may not be able to take advantage of opportunities, respond to 

competitive pressures or remain in business.   

 

International Operations  

 

The Company provides international trade agency and consulting services to companies primarily in Vietnam, with 

recent expansion to China and proposed expansion to other ASEAN countries.  In addition, the Company is in the 

process of setting up its online e-commerce portal to facilitate the purchase and sale of products initially between the 

Vietnamese and Chinese markets, with proposed expansion to other ASEAN countries.  Certain risks are inherent in 

such international operations, including: vigorous regulation of the Internet; the challenge of compliance with a 

variety of continually updating foreign laws and regulations, some of which may conflict with one another; the 

possibility of new, or changing, tax laws applicable to the Company, its operations or those of its clients or 

customers; varying foreign laws and regulations for e-commerce; difficulty enforcing agreements, intellectual 

property rights and collecting receivables through certain foreign legal systems; complexities of managing a 

multinational organization; general economic and political conditions, natural disasters, social upheaval, war or 

terrorist activities in countries where the Company operates; movement in, or outlook on, interest rates and inflation 

rates in jurisdictions in which it operates; and differing payment cycles across jurisdictions.  If the Company does 

not respond adequately to these risks, it could have a material adverse effect on the Company’s business, results of 

operations and financial condition.  The implementation of new laws or the modification of existing laws affecting 

any of the industries in which the Company carries on business are beyond the control of the Company and could 

have a material adverse impact on the Company and its business. 
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Foreign Exchange Rate Risk 

 

Because the Company’s business operations are centered in Hong Kong, Vietnam and China. All or part of the 

Company’s revenue and expenses may be denominated in Canadian dollars, US dollars, Hong Kong dollars, 

Vietnamese Dong or Chinese Renminbi.  Accordingly, foreign currency fluctuations may adversely affect the 

Company’s financial position and operating results. 

 

Potential Restrictions on Transfer with Subsidiaries 

 

The Company is a holding company that conducts operations through subsidiaries, including foreign subsidiaries 

located in Hong Kong, Vietnam and China.  Accordingly, any limitation on the transfer of cash or other assets 

between the Company and such entities, or among such entities, including the creation or increase of taxes over such 

transfers, could restrict the Company’s ability to fund its operations efficiently or to fund dividends or other 

distributions to Shareholders.  Any such limitations, or the perception that such limitations may exist now or in the 

future, could have an adverse impact on the Company’s valuation and share price. 

 

Changes in Laws 

 

Changes to any of the laws, rules, regulations or policies to which the Company is subject in any jurisdiction in 

which it carries on business could have a significant impact on the Company’s business.  There can be no assurance 

that the Company will be able to comply with any future laws, rules, regulations and policies.  Failure by the 

Company to comply with applicable laws, rules, regulations and policies may subject it to civil or regulatory 

proceedings, including fines or injunctions, which may have a material adverse effect on the Company’s business, 

financial condition, liquidity and results of operations.  In addition, compliance with any future laws, rules, 

regulations and policies could negatively impact the Company’s profitability and have a material adverse effect on 

its business, financial condition, liquidity and results of operations. 

 

Competition  

 

While there is significant competition in the online advertisement industry generally; the Company is unaware of 

any direct competitors at this time, as to the Company’s knowledge, it is the first company to construct a total 

solution to help to connect the Vietnam and China markets.  This is due, in part, to the fact that the Company 

currently has access to an Internet advertising license in Vietnam which is rare.  However, it is anticipated that the 

Company will be competing with a range of local and foreign-owned competitors in the future as more companies 

try to infiltrate the China – ASEAN marketplace.   

 

There is risk that a change in law or policy (refer to “Changes in Laws” above) could result in a loss of some or all 

of the licenses the Company has acquired which would have a material adverse effect on the Company’s business, 

financial condition and results of operations. 

 

There is no assurance that future competitors will not succeed in obtaining the necessary licenses or developing 

products that are more effective or economic than the products developed by the Company, or which would render 

the Company’s products obsolete and/or otherwise uncompetitive. 

 

A large number of market participants could complicate customers’ discrimination between competitors, increasing 

the difficulty of achieving market share and revenue.  The Company may be unable to compete successfully against 

future competitors where aggressive policies are employed to capture market share.  Such competition could result 

in price reductions, reduced gross margins and loss of market share, any of which could materially adversely affect 

the Company’s future business, operating results and financial position.  There may be competitors that have greater 

name recognition, access to larger customer bases and substantially greater resources, including sales and marketing, 

financial and other resources, which could enable such competitors to absorb costs associated with providing their 

products and services at lower prices, devote more resources to new customer acquisitions, respond to evolving 

market needs more quickly than the Company and/or finance more development activities to develop better products 

and services, any or all of which could have a material adverse effect on the Company’s business and revenues. 
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Consumer Acceptance  

 

The Company expects that a substantial portion of its future revenue will be derived from use of its e-commerce 

portal.  Broad market acceptance of the e-commerce portal is, therefore, critical to the Company’s future success and 

its ability to continue to generate revenues and to increase revenues.  Failure to achieve broad market acceptance of 

the e-commerce portal could significantly harm the Company’s business.  The Company’s future financial 

performance could depend on the successful market acceptance of its e-commerce portal and on the development, 

introduction and market acceptance of any future enhancements.  There can be no assurance that the Company will 

be successful in marketing its current product offerings or any new product offerings, applications or enhancements, 

and any failure to do so could significantly harm its business. 

 

Merchant Acceptance  

 

The Company expects to generate a significant portion of its revenues through the sale of memberships on its e-

commerce platform and the sale of additional solutions to its merchants.  Such membership plans are for fixed 

periods of time, and the merchants have no obligation to renew their memberships after their subscription term 

expires.  As a result, even though the Company believes there is significant interest among merchants to use the 

Company’s e-commerce platform, there can be no assurance that a significant number of merchants will subscribe to 

the e-commerce platform, or that once subscribed, that the Company will be able to retain these merchants.  Many 

such merchants may be small and thus more susceptible than larger businesses to general economic conditions and 

other risks affecting their businesses.  In addition, many such small merchants may be in the entrepreneurial stage of 

their own development and thus there is no guarantee that their businesses will succeed.  

 

The Company’s costs associated with subscription renewals are expected to be substantially lower than costs 

associated with generating revenue from new merchants or costs associated with generating sales of additional 

solutions to existing merchants.  Therefore, if the Company is unable to retain merchants, even if such losses are 

offset by an increase in new merchants or an increase in other revenues, the Company’s operating results could be 

adversely impacted.  

 

The Company may also fail to attract new merchants, retain existing merchants or increase sales to both new and 

existing merchants as a result of a number of other factors, including: 

(a) reductions in its current or potential merchants’ spending levels;  

(b) increasing competition through the introduction of e-commerce platforms, discount pricing and other 

strategies that may be implemented by competitors; 

(c) a decline in the Company’s merchants’ level of satisfaction with the e-commerce platform and merchants’ 

usage of the platform; and 

(d) changes in relationships with third parties, including the Company’s partners, referral sources and payment 

processors. 

 

Pricing  

 

The Company has limited experience determining the optimal prices for its agency consulting services, as well as 

for membership fees for its e-commerce platform.  The Company expects to change its pricing model from time to 

time in the future.  Given its limited experience with selling its services, products and new solutions, it may not be 

offering its services/products or new solutions at an optimal price, which may result in a loss of profitability.  As 

competitors introduce new businesses and products that compete with the Company’s businesses and products, the 

Company may be unable to attract new customers or merchants at the same prices or based on the same pricing 

models as it has historically charged, which could have a negative impact on its overall revenue.  Moreover, if small 

merchants comprise the majority of merchants using the e-commerce platform, they may be quite sensitive to price 

increases or prices offered by competitors.  As a result, in the future the Company may be required to reduce its 

prices, which could adversely affect its revenue, gross profit, profitability, financial position and cash flows. 

 

Advertising and Sales 

 



 16 

 

The Company’s future growth and profitability will depend on the effectiveness and efficiency of advertising and 

promotional expenditures, including its ability to (i) create greater awareness of its products and services; 

(ii) determine the appropriate creative message and media mix for future advertising expenditures; and (iii) 

effectively manage advertising and promotional costs in order to maintain acceptable operating margins.  There can 

be no assurance that advertising and promotional expenditures will result in revenues in the future or will generate 

awareness of the Company’s technologies or services.  In addition, no assurance can be given that the Company will 

be able to manage its advertising and promotional expenditures on a cost-effective basis. 

 

Obsolescence  

 

The e-commerce industry is characterized by rapid changes in technology and customer demands.  As a result, the 

Company’s e-commerce products, including the VCB Business Platform and its agency-related internet marketing 

products, may quickly become obsolete and unmarketable.  The Company’s future success will depend on its ability 

to adapt to technological advances, anticipate customer demands, develop new products and enhance its current 

offered products on a timely and cost-effective basis.  Further, its products must remain competitive with those of 

other companies with substantially greater resources.  The Company may experience technical or other difficulties 

that could delay or prevent the development, introduction or marketing of new products or enhanced versions of 

existing products.   

 

Technical Operations Infrastructure  

 

It is anticipated that the Company’s online e-commerce platform will serve a large number of clients and customers.  

The infrastructure required to maintain such platform may not provide satisfactory service in the future if it is not 

adequately updated, particularly if the number of customers navigating the platform increases.  The Company may 

be required to upgrade its technology infrastructure to keep up with the increasing traffic, such as increasing the 

capacity of its hardware servers and the sophistication of its software.  The Company is already in the process of 

porting over its VCB Business Platform currently based on the Mongo database to HBase (refer to “Business of the 

Company – Products, Technologies and Services – (ii) VCB (Virtual Cross Border) Business Platform & MSR 

Business Center”).  If the crossover to HBase fails, the Company will revert to its original system.  However, if the 

Company ultimately fails to adapt its technology infrastructure to accommodate greater traffic or customer 

requirements, users and customers may become dissatisfied with the online services provided and switch to those 

offered by competitors, which will negatively affect the Company’s profitability. 

 

Internet Infrastructure  

 

The success of the Company’s online platform will depend largely on the development and maintenance of the 

Internet infrastructure.  This includes maintenance of a reliable network backbone with the necessary speed, data 

capacity, and security, as well as timely development of complementary products, for providing reliable Internet 

access and services.  

 

The Internet has experienced, and is likely to continue to experience, significant growth in the numbers of users and 

amount of traffic, and its infrastructure may be unable to support growing demand.  As such, the speed and 

performance of the Internet may be negatively affected by issues including increasing numbers of users, increasing 

bandwidth requirements, and viruses, malware or spam.  In its history, the Internet has experienced a variety of 

outages and other delays as a result of damage to portions of its infrastructure, and it could face outages and delays 

in the future.  These outages and delays could reduce the level of Internet usage generally as well as the level of 

usage of the Company’s services and reduce the Company’s revenues. 

 

Staffing and Reliance on Key Management 

 

The responsibility of successfully implementing the Company’s business strategy depends substantially on its senior 

management and its key personnel, in particular, Kong Yuk Kan, the Company’s CEO.  The Company does not 

currently have any “key-man” insurance policy on Mr. Kong or on any other key employee of the Company, 

therefore there is a risk that the death or departure of Mr. Kong or any one or more other key employee could have a 

material adverse effect on the Company.   
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Further, the Company currently needs to acquire sales and technical staff to execute its business strategy.  If the 

Company does not secure the appropriate funding to acquire the staff it needs, or if it is unable to attract and retain 

sufficiently qualified staff, its ability to successfully develop and sell its products and services could be significantly 

compromised. 

 

There is also a risk to the business where there is a turnover of development staff that have knowledge of the 

Company’s technology and business.  This loss of knowledge could result in leakage or misappropriation of 

confidential information.  While the Company aims to mitigate this risk by imposing contractual restraints on use 

and ownership of the Company’s confidential information, there could also be increased costs for the Company in 

having to replace the implicit knowledge and skills of departing employees. 

 

Disclosure Controls and Procedures 

 

The Chief Executive Officer (“CEO”) and Chief Financial Officer (“CFO”) are responsible for designing internal 

controls over financial reporting in order to provide reasonable assurance regarding the reliability of financial 

reporting and the preparation of the Company’s financial statements for external purposes in accordance with IFRS.  

The design of the Company’s internal control over financial reporting was assessed as of the date of this 

Management Discussion and Analysis. 

 

Based on this assessment, it was determined that certain weaknesses existed in internal controls over financial 

reporting.  As indicative of many small companies, the lack of segregation of duties and effective risk assessment 

were identified as areas where weaknesses existed.  The existence of these weaknesses is to be compensated for by 

senior management monitoring, which exists.  The officers will continue to monitor very closely all financial 

activities of the Company and increase the level of supervision in key areas.  It is important to note that this issue 

would also require the Company to hire additional staff in order to provide greater segregation of duties.  Since the 

increased costs of such hiring could threaten the Company’s financial viability, management has chosen to disclose 

the potential risk in its filings and proceed with increased staffing only when the budgets and work load will enable 

the action.  The Company has attempted to mitigate these weaknesses, through a combination of extensive and 

detailed review by the CFO of the financial reports, the integrity and reputation of senior accounting personnel, and 

candid discussion of those risks with the audit committee. 

 

The Company believes that any disclosure controls and procedures or internal control over financial reporting, no 

matter how well conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of 

the control system are met. Further, the design of a control system must reflect the fact that there are resource 

constraints, and the benefits of controls must be considered relative to their costs. Because of the inherent limitations 

in all control systems, they cannot provide absolute assurance that all control issues and instances of fraud, if any, 

within the Company have been prevented or detected. These inherent limitations include the realities that judgments 

in decision making can be faulty, and that breakdowns can occur because of simple error or mistake. Additionally, 

controls can be circumvented by the individual acts of some persons, by collusion of two or more people, or by 

unauthorized override of the control. The design of any control system also is based in part upon certain assumptions 

about the likelihood of future events, and there can be no assurance that any design will succeed in achieving its 

stated goals under all potential future conditions. Accordingly, because of the inherent limitations in a cost effective 

control system, misstatements due to error or fraud may occur and not be detected. 

 

Corporate Governance 

 
The Company’s Board of Directors follows recommended corporate governance guidelines for public companies to 

ensure transparency and accountability to shareholders. The Audit Committee of the Company fulfills its role of 

ensuring the integrity of the reported information through its review of the interim and audited annual financial 

statements prior to their submission to the Board of Directors for approval.  
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The Audit Committee, comprised of three directors, all of whom are independent, meets with management of the 

Company on a quarterly basis to review the financial statements, including the MD&A, and to discuss other 

financial, operating and internal control matters as required. 


