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CHARACTERISTICS OF THE GEM OF THE STOCK EXCHANGE OF HONG KONG LIMITED (THE
“STOCK EXCHANGE”)

GEM has been positioned as a market designed to accommodate small and mid-sized companies to which a
higher investment risk may be attached than other companies listed on the Stock Exchange. Prospective
investors should be aware of the potential risks of investing in such companies and should make the decision to
invest only after due and careful consideration.

Given that the companies listed on GEM are generally small and mid-sized companies, there is a risk that
securities traded on GEM may be more susceptible to high market volatility than securities traded on the Main
Board of the Stock Exchange and no assurance is given that there will be a liquid market in the securities traded
on GEM.

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no responsibility for the
contents of this report, make no representation as to its accuracy or completeness and expressly disclaim any liability
whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of Prime Intelligence Solutions Group Limited (the “Company”) collectively
and individually accept full responsibility, includes particulars give in compliance with the Rules Governing the Listing of
Securities on the GEM of the Stock Exchange (the “GEM Listing Rules”) for the purpose of giving information with regard to
the Company. The Directors, having made all reasonable enquiries, confirm that to the best of their knowledge and belief the
information contained in this report is accurate and complete in all material respects and not misleading or deceptive, and
there are no other matters the omission of which would make any statement herein or this report misleading.
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Chairman’s Statement

ERE®E

Dear Shareholders,

On behalf of the board of directors (the “Board”) of Prime Intelligence
Solutions Group Limited (the “Company”), | hereby present the annual report
of the Company and its subsidiaries (together the “Group”) for the year ended
31 March 2018.

LISTING

On 14 February 2018, the Company was successfully listed on the GEM of
the Stock Exchange (the “Listing”). The Listing has laid a foundation for the
Group’s continuous development.

BUSINESS REVIEW

The Group is a provider of biometrics identification solutions in Hong Kong,
Macau and the PRC. The Group markets itself using the brand “Solution
Expert”. The Group markets its products through the sales of products which
include biometrics identification devices and other devices and accessories,
and provision of auxiliary and other services. The Group’s biometrics
identification devices have one or more of the following functions: face
identification; fingerprint identification; finger vein identification; hand geometry
identification; and iris identification.

The Group would like to share more details of the Group’s performance,
financial position and other information in 2018 with shareholders in the
following section of management discussion and analysis.

PROSPECTS

Apart from the Group’s commitment to the development of our principal
business, we aim to generate growth and strive for potential and new business
opportunities. The Group plans to generate further growth in existing business
by strengthening its marketing capabilities and expanding its product portfolio
through enhancing software development, with a view to further enlarging its
market share in Hong Kong and Macau and becoming one of the active
biometrics identification solutions providers in the PRC. As such, the Group
plans to utilise the net proceeds from the Listing by way of share offer
pursuant to the prospectus of the Company dated 30 January 2018
(“Prospectus”) on (i) launching of affordable locally manufactured fingerprint
identification devices as part of the expansion plan of the business in Southern
China; (i) enhancing the quality of after-sale services and strengthening of the
operation support as part of the expansion plan of the business in Southern
China; (iii) improving its information technology system; and (iv) setting up a
new and separate software development center in the PRC to further enhance
and develop the Group’s software.
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Chairman’s Statement

ERE®E

CORPORATE GOVERNANCE

The Group remains committed to maintaining high standards of corporate
governance. All board committees have effectively supported the Board in
carrying out its responsibilities. By conducting its business under good
corporate governance, the Group’s and shareholder’s long term interests will
be maximized.

APPRECIATION

On behalf of the Board, | would like to express my warmest thanks to the
management and our staff for their significant contributions. | would like to
extend my sincere gratitude to all our shareholders and investors for their
endless support. With the solid business base and the effort of all staff, the
Group will endeavor to open a new chapter in the future.

Yuen Kwok Wai, Tony
Chairman

Hong Kong, 22 June 2018
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Management Discussion and Analysis

BEREFN WD

OVERVIEW

The Group is a provider of biometrics identification solutions in Hong Kong,
Macau and the PRC. The Group derives revenue from the following business
activities: (i) sales of products which include biometrics identification devices,
and other devices and accessories; and (i) provision of auxiliary and other
services. The Group’s biometrics identification devices have one or more of
the following functions: (i) face identification; (ii) fingerprint identification; (iii)
finger vein identification (iv) hand geometry identification; and (v) iris
identification. The revenue of the Group for the year ended 31 March 2018
was approximately HK$71.1 million, representing an increase of approximately
11.9% from approximately HK$63.5 million for the year ended 31 March 2017.
The increase in revenue was mainly contributed by an increase in the sales of
handheld devices as a result of the implementation of the Construction
Workers Registration System (“CWRS”) in Hong Kong.

Revenue represents the invoiced values of goods sold and services rendered,
after allowances for returns and discounts during the reporting periods.
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For the year ended 31 March
BE=ZA=+—-HLEFE

2018 2017
—2-N% —E—t%
HK$’000 HK$'000
FE T FET
Sales of products EmEE

Biometrics identification devices EYIREGRRIEE 27,857 24,324
Other devices and accessories HhE R 20,055 16,501
47,912 40,825

Provision of auxiliary and other services RHERE RH AR
Service income RS YA 17,721 19,009
Software licensing income SRR AT A 5,297 3,234
Others i 133 454
23,151 22,697
Total st 71,063 63,522

Cost of Sales and Gross Profit

The majority of the Group’s cost of sales was costs of inventories sold. The
Group’s costs of inventories sold increased by approximately 9.2% to
approximately HK$22.6 million for the year ended 31 March 2018 (2017:
approximately HK$20.7 million). The gross profit increased from approximately
HK$38.0 million for the year ended 31 March 2017 to approximately HK$42.0
million for the year ended 31 March 2018. The gross profit margin remained
stable as compared with the last corresponding period. During the years
ended 31 March 2017 and 2018, the gross profit margins were approximately
59.8% and approximately 59.2% respectively.
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Management Discussion and Analysis

BEREFN WD

Expenses

Staff costs for the year ended 31 March 2018 was approximately HK$20.5
million (2017: approximately HK$17.0 million), representing an increase of
approximately HK$3.5 million as compared with the last year, which was
mainly due to the increase in the number of employees in Hong Kong during
the period.

Administrative expenses for the year ended 31 March 2018 were
approximately HK$29.6 million (2017: approximately HK$16.7 million),
representing an increase of approximately HK$12.9 million as compared with
the last corresponding period, which was mainly due to the increase in staff
costs and expenses incurred for the Listing.

Taxes

The income tax expense comprised Hong Kong Profits Tax, Macao
Complementary Tax and PRC Enterprise Income Tax (“EIT”) for the year. The
income tax expense for the year ended 31 March 2018 was approximately
HK$3.2 million (2017: approximately HK$2.9 million).

Hong Kong Profits Tax is provided at 16.5% (2017: 16.5%) based on the
estimated assessable profits arising in or derived from Hong Kong.

For the Group’s subsidiary established and operated in the PRC, it is subject
to PRC EIT at the rate of 25.0% (2017: 25.0%). No PRC EIT has been
provided for the year ended 31 March 2018 (2017: Nil) as the Group’s PRC
subsidiary either did not generate any assessable profits or has sufficient tax
losses brought forward to offset against its assessable profits generated
during the reporting periods.

For the Group’s subsidiary established and operated in Macau, it is subject to
Macao Complementary Tax, under which taxable income of up to
MOP600,000 is exempted from taxation with taxable income beyond this
amount to be taxed at the rate of 12.0% for the years ended 31 March 2018
and 2017.

Profit for the Year

The Group had net profit of approximately HK$4.2 million for the year ended
31 March 2018, as compared with a net profit of approximately HK$13.5
million for the year ended 31 March 2017. The decrease of net profit was
primarily due to increase in staff costs and recognition of Listing expenses.

Liquidity, Financial Resources and Capital Structure

Historically, the Group has funded the liquidity and capital requirements
primarily through operating cash flows and bank borrowings. The Directors
believe that with the new capital from the listing of Shares on the GEM, the
Group is in a healthy financial position to expand its core business and to
achieve its business objectives. As at 31 March 2018, the Group had no bank
borrowings (31 March 2017: approximately HK$1.5 million). The Group
requires cash primarily for working capital needs. As at 31 March 2018, the
Group had approximately HK$76.8 million in bank and cash balances (31
March 2017: approximately HK$12.2 million).
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Management Discussion and Analysis

BEREFN WD

Gearing Ratio

On 14 February 2018, the Company was listed on the GEM of the Stock
Exchange by way of share offer and raised net proceeds from the issue of
new shares of the Company of approximately HK$44.5 million (after deducting
the underwriting fees and other related expenses paid by the Company in
connection with the share offer). With the net proceeds from the issue of new
shares, the Group’s equity base was significantly expanded, leading to the
significant drop in gearing ratio from approximately 4.4% as at 31 March 2017
to approximately 0% as at 31 March 2018.

Note: Gearing ratio is calculated as the total debt divided by total equity. Total debt
includes bank borrowings and finance lease obligations.

OPERATION REVIEW

Outlook

The ordinary shares of HK$0.01 each (the “Shares”) of the Company have
been successfully listed on GEM on 14 February 2018. The Board considers
that such public listing status will allow the Company to gain access to the
capital market for corporate finance exercise, assist the Company in the future
business development, enhance the Group’s corporate profile and recognition
and strengthen the Group’s competitiveness.

Looking forward, the Group plans to generate further growth in existing
business by strengthening its marketing capabilities and expanding its product
portfolio through enhancing software development, with a view to further
enlarging its market share in Hong Kong and Macau and becoming one of the
active biometrics identification solutions providers in the PRC. As such, the
Group plans to utilise the net proceeds from the Listing by way of share offer
pursuant to the Prospectus on (i) launching of affordable locally manufactured
fingerprint identification devices as part of the expansion plan of the business
in Southern China; (ii) enhancing the quality of after-sale services and
strengthening of the operation support as part of the expansion plan of the
business in Southern China; (jii) improving its information technology system;
and (iv) setting up a new and separate software development center in the
PRC to further enhance and develop the Group’s software.

Employees and Remuneration Policies

As at 31 March 2018, the Group had a total of 65 employees. The Group’s
staff costs for the year ended 31 March 2018 amounted to approximately
HK$20.5 million (2017: approximately HK$17.0 million). The Group’s
remuneration policies are in line with the prevailing market practice and are
determined on the basis of performance, qualification and experience of
individual employee. The Group recognises the importance of a good
relationship with its employees. The remuneration payable to its employees
includes salaries and allowances. Other benefits and incentives include training
and share option.
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Management Discussion and Analysis

BEREFN WD

In Hong Kong, the Group’s employees have participated in the mandatory
provident fund prescribed by the Mandatory Provident Fund Schemes
Ordinance (Chapter 485 of the Laws of Hong Kong). In the PRC, the Group’s
employees have participated in the basic pension insurance, basic medical
insurance, unemployment insurance, occupational injury insurance, maternity
insurance prescribed by the Social Insurance Law of the PRC ({1 A R £ F1
T & 1R B 7% )), and housing fund prescribed by the Regulations on the
Administration of Housing Fund ({ { 5 2 & & & 12 % il )). All PRC-based
employees have the right to participate in the social insurance and housing
provident fund schemes.

Capital expenditures
The Group purchased property, plant and equipment and capitalised software
costs amounting to approximately HK$0.7 million and nil respectively for the
year ended 31 March 2018 (2017: approximately HK$1.1 million and
HK$78,000 respectively).

Capital commitments
The Group did not have any significant capital commitments as at 31 March
2018 (31 March 2017: Nil).

Foreign Currency Risk
The Company does not have significant exposure on foreign currency risk.

The functional currency of the Group’s entities are principally denominated in
HK$, Renminbi (‘RMB”) and Macau Pataca (“MOP”). The Group has certain
exposure to foreign currency risk as some of its business transactions, assets
and liabilities are denominated in currencies other than the functional
currencies of respective Group entities such as United States dollars (‘US$”),
RMB and EURO. The Group currently does not have a foreign currency
hedging policy in respect of foreign currency transactions, assets and
liabilities.

The Group did not engage in any derivatives agreement and did not commit to
any financial instruments to hedge its foreign exchange exposure during the
year ended 31 March 2018.

Significant Investments held, Material Acquisitions and Disposals
of Subsidiaries, and Future Plans for Material Investments or
Capital Assets

Save for those disclosed in the section headed “Business Objectives and
Strategies” in the Prospectus and save for the Reorganisation, there were
neither significant investments held as at 31 March 2018 nor material
acquisitions and disposals of subsidiaries during the year ended 31 March
2018. There is no plan for material investments or capital assets as at the date
of this report.

Charges over Assets of the Group

As at 31 March 2018, the Group had no pledged deposits (31 March 2017:
HKS$NIl). As at 31 March 2017, the Group had motor vehicles held under
finance lease of which were fully depreciated with carrying amount of nil. The
finance lease payables were fully settled during the year ended 31 March
2018.

10

EEE  AEERECSEFBENF 485 ECRBIE QT
SEFENEPDREN RS ATERFTE - EPE - AEHE
SE2 (P EARAMBEM & REDE)REHEFEARR
@ BEARBERRR  KERR - THERBERESRBIAK
(EERARESEREIRENEF R - MEHTEES
BEEZELERBEEE QRS E

EARREX

HE2018FI3ASNAILEFE AEBBEWE - BE KR
BERMEBRHEREAD R ABHNOTEBATRZT (2017F : 5
AA1.1 BB R 78,000/87T) °

BRI
M2018F3A31H + AEEWEF(ATERNEAELE (20174 -
') ©

SRR
ARABLE|EEEAINE R -

AEEEBRNDEEEIZERAET  ARBETARED X
RPTE (DRI ]) - ARNAKENHOXBR S EEME
BN EERERSANEEE NI EE (X (X
T ARBREUD) BEM - MAKBEAEEE TINER
%o REBE B AL ERINER H - BENABEHETEMING
BRI -

HE2018F3ASTAILFE  AEEWEP REMITET
B - MEERT AT A REE SRR -

FREEZERRE -BEAUBRHEWB LR
REAXRERELEE 2 KRS

LHRBEREBBEMER] —HAEEEEMaN »
20183 A1 BN MBAESEAKE  #IE2018F 3 A31H
IFFEREEARERHERNBAR - RAREAH &
BRRERERNEEZE -

AEENEEERR

201843 A 31 A » 75 [ I & £ (] # #7177 5K (2017 4 -
THEIL) c 2017 F3A31 B AEEREREREFEN
AEDREIE  REEATEL - ENREHEREDR
HZE20184F 3 A31 AL FERHNMNE °

Prime Intelligence Solutions Group Limited / Annual Report 2018



Management Discussion and Analysis

BEREFN WD

Dividend
The Directors do not recommend the payment of a final dividend for the year
ended 31 March 2018.

Comparison of business objectives with actual business
progress

The Company successfully listed on the GEM of the Hong Kong Stock
Exchange on 14 February 2018 and 200,000,000 ordinary shares were issued
at HK$0.35 per share by way of share offer (“Share Offer”). Net proceeds
from the Share Offer was approximately HK$44.5 million (after deducting the
underwriting fees and other related expenses paid by the Company in
connection with the Share Offer).

These proceeds are designated for the purposes in accordance the
Prospectus, which is () approximately 35.6% of the net proceeds, representing
approximately HK$15.8 million to be used to launch affordable locally
manufactured fingerprint identification devices as part of the expansion plan of
the business in Southern Ching; (ii) approximately 11.4% of the net proceeds,
representing approximately HK$5.1 million to be used to enhance the quality
of aftersales services and to strengthen the operation support as part of the
expansion plan of the business in Southern China; (iii) approximately 11.2% of
the net proceeds, representing approximately HK$5.0 million to be used to
improve the information technology system; (iv) approximately 34.1% of the
net proceeds, representing approximately HK$15.2 million to be used to set
up a new and separate software development center in the PRC to further
enhance and develop the Group’s software; and (v) approximately 7.7% of the
net proceeds, representing approximately HK$3.4 million to be used as
working capital of the Group.

As at 31 March 2018, the Group had not yet utilised the proceeds from the
Share Offer or achieved any business milestones as referred in the Prospectus.
The Group will strive to achieve the milestone events as stated in the
Prospectus.
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EXECUTIVE DIRECTORS

Mr. Yuen Kwok Wai, Tony (“Mr. Tony Yuen”), aged 47, is one of the
founders of the Group, the chairman of the Board, an executive Director, the
chief executive officer of the Group and one of the controlling shareholders of
the Company. He joined the Group as a director on 28 June 1999 and was
re-designated as an executive Director on 6 November 2015. He is
responsible for major decision-making, overall strategic planning and day-to-
day business management. Mr. Tony Yuen is a director of Power Truth
Holdings Limited (“Power Truth”), Solution Expert Technology Limited (“SE
Technology”), Solution Expert Engineering Limited (“SE Engineering”),
Solution Expert Technology (R&D) Limited and Solution Expert Technology
(Macau) Limited (“SE Macau”). He is also the chairman, general manager and
legal representative of Solution Expert Technology (Shenzhen) Limited* (“SE
Shenzhen”). In addition, he is a director and a 85% shareholder of Delighting
View Global Limited (“Delighting View”). Delighting View holds 45.75% of the
entire issued share capital of the Company and is one of the controlling
shareholders of the Company.

Mr. Tony Yuen has over 20 years of experience in software programming. He
obtained a bachelor of engineering degree from The University of Hong Kong
in January 1995. Before he joined the Group, he was the head of information
systems department of PENTAX group in Hong Kong from 1996 to 1998, and
was responsible for developing networking and computer solution systems in
different computerisation projects. Mr. Tony Yuen has not held any
directorship in any other public companies, the securities of which are or have
been listed on any securities market in Hong Kong or overseas in the past
three years.

Mr. Tony Yuen is a brother of Ms. Yuen Mei Ling, Pauline (one of the executive
Directors and controlling shareholders of the Company), the spouse of Ms.
Wong Ka Man, Jazzy (a member of the senior management) and a brother-in-
law of Mr. Yam Chiu Fan, Joseph (the non-executive Director).

Ms. Yuen Mei Ling Pauline, (“Ms. Pauline Yuen”), aged 49, is an executive
Director and one of the controlling shareholders of the Company. She was re-
designated as an executive Director on 6 November 2015 and is mainly
responsible for overseeing corporate policies and human resources of the
Group. She is a director of Power Truth, SE Shenzhen and SE Macau. In
addition, she is also a director and a 15% shareholder of Delighting View.

*

Demonstrates the English translation name of a Chinese company or entity and
provided for identification purpose only.
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Ms. Pauline Yuen has over 22 years of experience in accounting, during which
she has also obtained over 9 years of experience in finance and management.
She obtained a bachelor of science degree in business administration and
accounting from the California State University in the United States in August
1992. She worked in Wing On Department Stores (Hong Kong) Limited from
November 1992 to April 1994, with her last position being assistant
accountant. She then worked in China Online (Bermuda) Limited, from April
1994 to September 1999, with her last position being senior accountant. She
was the accounting manager of Tricom CyberWorld Holdings Limited from
September 1999 to December 2000. From September 2001 to January 2006,
she worked in Hing Wah Lung Oil & Rice Limited with her last positing being
the accounting and administration manager. She was employed by Pacific
Century Matrix (HK) Limited from February 2006 to May 2007 with her last
position being manager, finance and administration and was mainly
responsible for management of treasury function and finance and accounting
operations.

Ms. Pauline Yuen joined the Group in May 2007 as manager in finance and
administration department and was subsequently transferred to senior
manager in human resources and administration in May 2015. She was
responsible for overseeing human resources activities.

Ms. Pauline Yuen is the sister of Mr. Tony Yuen (one of the executive Directors
and controlling shareholders of the Company) and a sister-in-law of Mr. Yam
Chiu Fan, Joseph (the non-executive Director) and Ms. Wong Ka Man, Jazzy (a
member of the senior management).

Ms. Sun Ngai Chu, Danielle (“Ms. Danielle Sun”), aged 54, was appointed
as an executive Director on 6 November 2015. Ms. Danielle Sun is mainly
responsible for overseeing the sales and marketing functions of the Group.
She is also a director of Power Truth.

Ms. Danielle Sun has over 10 years of treasury experience in catering industry. From
August 2000 to June 2007 (the date of deregistration), she was a director of Boss
Development Limited, a company engaged in catering business, and was responsible
for cash and transaction management. From May 2004 to December 2015 (the date
of deregistration), Ms. Danielle Sun was the director of Hung Kee Enterprise Limited
and was responsible for managing its property portfolio and assisting the board in
making property investment decisions. She has also been the treasurer of
Wonderland Palace Restaurant on part time basis since August 2011 and has been
responsible for cash and transaction management. From April 2004 to January 2011,
Ms. Danielle Sun was employed as the treasurer of Zi Xing Xuan (£ £ &), a Chinese
restaurant, and was responsible for cash and transaction management.

Since joining the Group, Ms. Danielle Sun has been in charge of the overall
sales and marketing of the Group by leading the sales department to formulate
and execute the Group’s sales and marketing strategies. She is also personally
responsible for the sales to the catering sector.
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NON-EXECUTIVE DIRECTOR

Mr. Yam Chiu Fan, Joseph (“Mr. Joseph Yam”), aged 63, was appointed
as an executive Director on 6 November 2015 and was re-designated as a
non-executive Director on 1 April 2017. He is mainly responsible for providing
market and industry knowledge in assisting strategic planning of the Group.

Mr. Joseph Yam dedicated his career to the Hong Kong Police Force for over
32 years. He began as a probationary inspector in 1977, and was
subsequently promoted to senior inspector in 1987 and to chief inspector in
1990. In 2004, he was further promoted to superintendent, the rank he held
until his retirement in December 2009. From June 2010 to the Latest
Practicable Date, Mr. Joseph Yam was employed by Hong Yip Service
Company Ltd., a subsidiary of Sun Hung Kai Properties Ltd., as head of
security and was responsible for the overall management, business
development, profitability and operations of its security department. Mr.
Joseph Yam has been appointed as an independent non-executive director of
Sing On Holdings Limited (a company listed on GEM, stock code: 8352), a
company providing concrete demolition works in Hong Kong and Macau,
since 22 November 2016. He has also been appointed as an independent
non-executive director of China Bio Cassava Holdings Limited (a company
listed on GEM, stock code: 8129), a company principally engaged in the
computer software and embedded systems development, sales and licensing
of software and systems, development of biotech renewable energy and
provision of financing services, since 21 April 2017.

Mr. Joseph Yam is the brother-in-law of Mr. Tony Yuen (one of the executive
Directors and controlling shareholders of the Company), Ms. Wong Ka Man,
Jazzy (a member of the senior management) and Ms. Pauline Yuen (one of the
executive Directors and controlling shareholders of the Company).
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Mui Pak Kuen (“Mr. Mui”), aged 56, was appointed as an independent
non-executive Director on 18 January 2018. He is responsible for overseeing
the management independently and providing independent judgement on the
issues of strategy, performance, resources and standard of conduct of the
Group.

Mr. Mui has over 30 years of experience in information technology and
telecommunication industry. He first joined COL Limited as an analyst
programmer from July 1986 to January 1990. From February 1990 to June
1992, he worked as a consultant in Logica Limited. Mr. Mui was a senior
consultant in Hutchison Paging Limited from October 1992 to March 1994
and was mainly responsible for liaising with business partners in application
specification. He then worked in Hutchison Telecommunications (Hong Kong)
Limited from April 1994 to October 1997 as the information technology
manager for the fixed network operation and was mainly responsible for
leading the fixed network IT project team for product evaluation, development
and implementation. Mr. Mui was then employed by PricewaterhouseCoopers
from August 1998 to December 1999 as a supervising consultant. He later
worked as the assistant vice-president in business development in PCCW
Limited from January 2000 to July 2011. From July 2011 to January 2017, he
was the head of Greater China business development in Tiaxa International
Company Limited.

Mr. Mui obtained a diploma in business computer studies from the Faculty of
Business in Lingnan College Hong Kong in November 1986. He subsequently
obtained a master of economics degree in business administration from
Zhongshan University in the PRC in January 1998 and further obtained a
bachelor of computing degree from the University of South Australia in
September 2004.

Mr. Chung Billy (“Mr. Chung”), aged 43, was appointed as an independent
non-executive Director on 18 January 2018. He is responsible for overseeing
the management independently and providing independent judgement on the
issues of strategy, performance, resources and standard of conduct of the
Group.

Mr. Chung obtained a bachelor of arts degree in chartered accountancy
studies from The University of Waterloo, Canada in June 1999. He further
obtained a master of business administration degree from the University of
Toronto, Canada in June 2004. Mr. Chung also obtained a diploma in
investigative and forensic accounting from the University of Toronto
Mississauga in 2013 and completed a business analytics certificate
programme, which is an online distance learning course, from the
Northwestern University, the United States, in August 2016.

EZBEREBARAR/ FH 2018

BAUFHTES

MEEEE(HELE]) 565 12018F 1 18 HEZ(T
RBUFATER REEBUEEER UL REER
B~ RB - BRMRTFEESE R A -

WEATEEMBRE REANITERE BI0F4E5  #71986
F7AE19904% 1 A B LM ACOL Limited » FEEFZH 247
B - 7199062 AE 199246 A & Logica Limited (£ 5 -
FETEAR - 185 E R 19924 10 AE 19944 3 A A ML &
BRABNELAER  TEAEREBEAIERREH
# o WHBN 1994 F 4 AE 1997 F 10 ATE ML B (FH)
BRABMIE - ETESLENEMBIRLE  T288H
EmiTE FAREREREEEAEARKEBEERK - 5%
H1% M 1998 8 A Z 1999 F 12 A F LN & L RUK B S 7T
FHFT - EEEBER - RHEER2000F1 AE201147
REBAZRERARMEE  BEEKERNVDIEEBH -
R2011F7AE2017F1 R RAEEEBRAGIATE
EBBREE o

EAR1986F 11 ARG EHEMEREEZZANEES
PSR FTSOUR © HE BN 1998 F 1 ARSHEF ILKERNT
7 TR AR B2 RE AL 0 W 2004 4E 9 A — F EUSRIM
B0 37 R R A 22 (University of South Australia)dh) & i 82 + B2 o

BEERETELRLE] 435 P2018F 1 18 HEEI(T
RBUFNTER REEBUEEER UL REEHR
B~ RB - BRMRTFEESE R A -

EREMN1999F 6 AMBINERBHERBRFGAEL
B - HEHBEN2004F6 FMBMEAZGEAZIEE
BB B o ERE NN 2013FMBEZHMERBRFTD M
DIRAE RERE T U WR 201648 A ER AL
REFESMBERE (R LEBRE) -

15



Biographies of Directors and Senior Management

EEREREEEBE

Mr. Chung has over 8 years of management experience. Mr. Chung worked
as an assistant manager in H.C. Watt & Company Limited in Hong Kong from
August 2005 to July 2006 and was mainly responsible for assisting in the initial
public offering auditing. In June 2007, Mr. Chung was appointed as an
independent non-executive director of Culturecom Holdings Limited (a
company listed on the Main Board of the Stock Exchange, stock code: 0343),
and was subsequently re-designated as an executive director in November
2007. He resigned from Culturecom Holdings Limited in September 2016.
From August 2013 to January 2017, Mr. Chung was the senior advisor of
WTM Company Limited, a software development company in Hong Kong, and
was responsible for advising on business strategies and development. Since
November 2016, Mr. Chung has been the director of business development of
GoAnimate Hong Kong Limited and is responsible for its business
development activities in the Asia-Pacific region.

Mr. Chung was admitted as an accredited chartered accountant under The
Institute of Chartered Accountants of Ontario, Canada in November 2001 and
re-designated as a chartered professional accountant in November 2012. He
was also admitted as a fellow member of the Hong Kong Institute of Certified
Public Accountants in June 2010. Mr. Chung is further granted as the certified
fraud examiner by the Association of Certified Fraud Examiners, the United
States, in May 2016. He was also certified by the American Institute of
Certified Public Accountants, the United States, to be certified in financial
forensics (CFF) in August 2016.

Mr. Hui Man Ho, Ivan (“Mr. Hui”), aged 39, was appointed as an
independent non-executive Director on 18 January 2018. He is responsible for
overseeing the management independently and providing independent
judgement on the issues of strategy, performance, resources and standard of
conduct of the Group.

Mr. Hui obtained a bachelor of business degree in banking and finance from
Monash University, Australia in April 2003 and further obtained two master’s
degrees in applied finance and practicing accounting from Monash University,
Australia in November 2004 and November 2007 respectively. He was
admitted as a member of CPA Australia in July 2009.
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Mr. Hui has over 12 years of experience in corporate finance, financial
management and accounting. He worked in audit field for over 5 years. He
joined Grant Thornton, an international audit firm, from November 2006 to May
2010 and was responsible for professional engagements including but not
limited to annual audits, interim reviews, initial public offerings and very
substantial acquisition transactions. From July 2010 to December 2013, he
joined a corporate consultancy company as a consultant to provide
professional services including but not limited to preparing statutory
documents and ensuring the documents comply with the HKFRSs. Mr. Hui
was employed by Zhongda International Holdings Limited (a company listed
on the Main Board of the Stock Exchange, stock code: 0909) (“Zhongda”) as
an assistant financial controller from July 2010 to July 2017 and was mainly
responsible for preparing group consolidation financial statements,
announcements and circulars and also participating in financial matters of
various projects. Mr. Hui has been an independent non-executive director of
Upbest Group Limited (a company listed on the Main Board of the Stock
Exchange, stock code: 0335), a company principally engaged in provision of
financial services, since July 2012. Since August 2017, Mr. Hui has been
employed by Huge China Holdings Limited (a company listed on the Main
Board of the Stock Exchange, stock code: 0428) as a company secretary and
appointed as a nhon-executive director on 23 March 2018.

Trading of the shares of Zhongda has been suspended since 5 September
2011 in light of a dispute between Zhongda and two existing/former executive
directors in relation to the suspected misappropriation of funds of RMB150
million.

In light of Zhongda’s business operation and financial positions, the Stock
Exchange placed Zhongda into the first and second delisting stages on 24
September 2015 and 25 April 2016 respectively. Before expiry of the second
delisting stage, on 6 October 2016, Zhongda submitted a resumption
proposal to the Stock Exchange. On 28 October 2016, the Stock Exchange
considered the resumption proposal not viable and therefore decided to place
Zhongda into the third delisting stage under Practice Note 17 to The Rules
Governing the Listing of Securities of the Stock Exchange.

On 7 November 2016 and on 18 January 2017 respectively, Zhongda sought
a review by the Listing Committee and the Listing (Review) Committee of the
Stock Exchange on the delisting decision. On 12 January 2017, the decision
to place Zhongda into the third delisting stage was upheld by the Listing
Committee and the Listing (Review) Committee. Zhongda will have a final six
months to provide a viable resumption proposal to address several issues. If
no viable resumption proposal is received by the end of the third delisting
stage (i.e. 17 November 2017), Zhongda'’s listing will be cancelled.
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On 6 November 2017, Zhongda submitted a new resumption proposal (the
“Resumption Proposal”) which proposed, among other things: (i) the
proposed acquisition of a target group which is principally engaged in
distribution of LED chips, IC and LCD panels in Hong Kong and the PRC; (i)
the proposed disposal of the de-consolidated subsidiaries of Zhongda, which
if materialized, will constitute a very substantial disposal and a connected
transaction of Zhongda under The Rules Governing the Listing of Securities of
the Stock Exchange; (iii) proposed capital reorganization; (iv) proposed fund
raising activities of Zhongda; and (v) the fulfillment of the other resumption
conditions. On 15 February 2018, Zhongda received a letter from the Stock
Exchange, which stated that the Stock Exchange agreed to allow Zhongda to
submit a new listing application relating to the Resumption Proposal (but not
any other proposal) on or before 31 May 2018. If Zhongda fails to submit a
new listing application by 31 May 2018, or the transactions proposed in the
Resumption Proposal fail to proceed for any reason, the Stock Exchange will
proceed with cancelling the Company’s listing on the Stock Exchange.

On 31 May 2018, it was announced that as Zhongda required additional time
to prepare the new listing application and the relevant documents, Zhongda
had submitted an application for further extension of time for the submission
of the new listing application.

SENIOR MANAGEMENT

Ms. Wong Ka Man, Jazzy (“Ms. Jazzy Wong”), aged 39, is the senior
manager of SE Engineering and is responsible for assisting Ms. Danielle Sun in
conducting the Group’s sales and marketing. She is also a director of SE
Shenzhen. Ms. Jazzy Wong obtained a bachelor of arts degree in computing
from The Hong Kong Polytechnic University in November 2004. Prior to joining
the Group, she worked at South China Media Limited as web developer in the
online department from July 2000 to September 2000. She joined SE
Engineering in October 2000.

Ms. Jazzy Wong is the spouse of Mr. Tony Yuen (one of the executive
Directors and controlling shareholders of the Company), and a sister-in-law of
Ms. Pauline Yuen (one of the executive Directors and controlling shareholders
of the Company) and Mr. Joseph Yam (the non-executive Director).

Mr. Chan Gar Chun, Andrea (“Mr. Chan”), aged 40, is the senior manager
of SE Engineering and is responsible for software development. He joined the
Group as a system analyst in July 2007 and was subsequently promoted as
senior manager of software development department in November 2015. In
June 2000, Mr. Chan obtained a bachelor of science degree from McMaster
University, Canada. In July 2009, he obtained a master of science degree in
information systems management from the University of Greenwich, the United
Kingdom. Prior to joining the Group, Mr. Chan was an analyst programmer at
Quesco Information Services Limited from August 2000 to October 2004 and
was mainly responsible for system design, programming and documentation.
From October 2004 to July 2007, Mr. Chan was an analyst programmer of
TCL Multimedia Technology Holdings Limited and was responsible for system
design, analysis and implementation.

Mr. Chan has tendered this resignation as the senior manager of SE
Engineering with effect from 1 June 2018.
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Biographies of Directors and Senior Management

EEREREEEBE

Mr. Chou Chiu Ho (“Mr. Chou”), aged 36, is the company secretary and
financial controller of the Group, and is responsible for overseeing the Group’s
financial reporting, financial planning, financial control and company secretarial
matters. He first joined as the company secretary of SE Technology in
September 2015 and was subsequently promoted as the company secretary
and financial controller in November 2016. He was appointed as the company
secretary of the Company in November 2015. He is a director and 15%
shareholder of Super Arena Limited (“Super Arena”), which holds 29.25% of
the issued share capital of the Company.

Mr. Chou has over 10 years of experience in accounting and auditing. Prior to
joining the Group, Mr. Chou worked in an accounting firm from September
2003 to January 2006, with his last position being semi-senior auditor. He
then joined PricewaterhouseCoopers from January 2006 to December 2010.
From January 2011 to March 2012, Mr. Chou worked as the head of
corporate services of Beijing Sports and Entertainment Industry Group Limited
(a company listed on the Main Board of the Stock Exchange, stock code:
1803) (formerly known as ASR Logistics Holdings Limited). Since April 2013,
Mr. Chou has been working as the financial controller and company secretary
of Millennium Pacific Group Holdings Limited (a company listed on GEM, stock
code: 8147) (“MP Group”). Mr. Chou resigned as the financial controller and
the company secretary of MP Group in September 2014 and March 2017
respectively. Mr. Chou also served as the chief financial officer of HF Financial
Group Limited (currently known as HF Finance Group (China) Limited) (and
subsequently transferred to HF Management (China) Limited) from January
2015 to July 2016. Since September 2017, Mr. Chou has been the director of
Archon Prime Strategic Investment (Group) Limited.

Mr. Chou obtained a bachelor of arts degree in accountancy from The Hong
Kong Polytechnic University in November 2003. Mr. Chou was admitted as a
member of the Hong Kong Institute of Certified Public Accountant in
November 2011. He was also admitted as a member of the Association of
Chartered Certified Accountants in November 2010 and subsequently a fellow
member in November 2015.
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Environmental, Social and Governance Report
R HERERRE
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BACKGROUND

The Company was incorporated and registered as an exempt company
in the Cayman Islands with limited liability under the Companies Law, (as
revised) of the Cayman Islands on 16 October 2015.

The Company is an investment holding company. The Group is
principally engaged in sales of biometric identification devices and
security products and provision of application software and repair and
maintenance services during the year ended 31 March 2018 which is
same as those of last year. The Company is listed on the GEM of Stock
Exchange on 14 February 2018 (stock code: 8379).

This report covers the Group’s overall performance in two subject
areas, namely, Environmental and Social of the business operations in
Hong Kong office for the period from 1 April 2017 to 31 March 2018
(the “2018” or “year”), unless otherwise stated.

FOREWORD

The Group primarily adopts the principles and basis of the ESG Guide
as set out in Appendix 20 of the GEM Listing Rules, with an aim to
establish a sound environmental, social and governance structure.

This report comprises the review of environmental, social and
governance areas, which sets out the Company and its major
subsidiaries’ policies and practices in respect of three environmental
aspects and eight social aspects in accordance with ESG Guide for the
year. This report is designed to allow the Company’s stakeholders,
such as shareholders, investors, customers, suppliers, employees,
creditors, regulators and the general public to have comprehensive
understanding of the long-term sustainability information of the Group.
The Group seeks to balance the views and interests of these
stakeholders through constructive conversation with a view to setting
the course for long-term prosperity. The Board is responsible for
evaluating and determining the environmental, social and governance
risks of the Group, and ensuring that relevant risk management and
internal control systems are in place and operate effectively.
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The table underneath shows aspects on the ESG Guide to be assessed AT REIRESGHREEIITFFENEHET +
and those ESG issues were determined to be material to the Group. REAEEMEREEMNESGHE °
ESG Aspects as set forth in ESG Guide Material ESG issues to the Group
ESGHREESIPRENHERET HEAEEMSREENESGEE
(A)  Environmental
@ RE
Al Emissions Electricity consumption
Al BER BE
A2 Use of Resources Use of energy and paper
A2 AREA BEIR S A ok e s
A3 Environment and Natural Resources
A3 IRERAAEIR
B) Social
B =
B1 Employment and Labour Practices Labour practices
Bl (EEEBEIEMR BITER
B2 Health and Safety Workplace health and safety
B2 REHEZE TIESRMERRZ
B3 Development and Training Employee development and training
B3 #EREI 8 T 3R KIE
B4 Labour Standards Anti-child and forced labour
B4 4T AR REI R#HIBT
B5 Supply Chain Management Supply chain management
Bs  ftEsEE HIEsE R
B6 Product Responsibility Product responsibility
B6 EmA EmEE
B7  Anti-corruption Anti-corruption, fraud prevention and anti-money laundering
B7 R&EAF RE5 - REFF - REE
B8 Community Involvement Community programs, employee volunteering and donation
B8 #EEA HEES BTEBEBRIBE
ZEERREBRERDF) / £ 2018 21
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ENVIRONMENTAL

Environmental protection is one of the core values of the Group. The
Group has proactively looked for and implemented new technology at
various stages of its business in order to minimise its impact on the
environment. The Group’s products are designed to be safe and
environmentally friendly for customer use, meaning recyclable and safe
to dispose materials are specified in its designs, and clean production
processes are adopted in its business process. Moreover, unnecessary
packaging that can cause harm to environment is not introduced into its
products.

The Group considers environmental protection an essential component
of sustainable and responsible business. The Group strives to minimise
negative impacts on the environment and seek environmentally friendly
methods of operation. Given the nature of the Group’s business,
electricity was the most significant resources consumed in Hong Kong,
Macau and Shenzhen, the PRC during the year.

The Current Environmental Policies

The Group’s main task is to measure and report the efforts in reducing
carbon footprints, promote waste reduction at source, enhance its
waste disposal management and set targets on environmental
performance. To minimise the environmental impacts concerning the
activities, products and services, the Group will:

o Comply with applicable legal requirements and other
requirements which relate to the Group’s environmental aspects,
and to which the Group subscribes;

° Identify environmental impacts associated with the operations
and set the targets to reduce stress on the environment in
consideration of social expectations;

° Prevent pollution, reduce waste and minimise the consumption
of resources from all daily operations and actively promote
recycle, reuse and replace;

o Educate, train and motivate employees to develop a social
viewpoint that enables them to conduct business activities in an
environmentally responsible manner.
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A1.1. Emissions Data from Gaseous Fuel Consumption
During the year, the key environmental impacts from the Group’s
operations were energy and paper consumption. To achieve
environmental protection, the Group encourages employees to
increase the use of e-statement or scanning instead of traditional
photocopying to reduce the use of paper and greenhouse gas
emissions; to switch-off all computers and office equipment (such
as lighting and air-conditioner) at the end of each working day.

@ Emissions data from gaseous fuel consumption

(i) For Electricity:

Al RERBUEZNHERER

REE  AERZETHNIZERRZERER

NERER - RERRIGRE

EINMEREFRRAFEREERED - IR
PEFERREREIN  BETERS
o BABAATA EHE B AR (R =

uk

o1

@

) o

0 '

Key Performance Index (“KPI”)

REEFDEFRERIPEIE R

BREMIERE (TKPL))
% increase/
2018 2017 Unit (decrease)
g, Ch)
—E-NF —E—tF By ZHEALE %
NOx 16,355 15,946 tonnes/million 3%
=Rl MJ of gas
Wi EBKER
(R48)
SOx 82 83 tonnes/million (1%)
=t MJ of gas
MR EBKER
(Rge
tonnes/million
Total 16,437 16,029 MJ of gas 3%
Wi EBEKER
B (RE2)
BB EEAR AT/ S5 2018 23
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(b)  the Company had certain motor vehicles during the year,
the emissions data applied to the Group’s motor vehicles

are set out below:

() AFE FRFEHFEEETTE - KEH
BB TEG B IE W TR

KPI
BERENER
% increase/
2018 2017 Unit (decrease)
#in,/ (f4)
—ZE-NF —E—tF B ZBEDE %

NOx 321 328 Grams (2%)

AREw =

SOx 623 662 Grams (6%)

Hmaty =

PM 24 24 Grams -

A AR FER ) =

Total 968 1,014 Grams (5%)

L =

A1.2. Greenhouse Gas Emission Al.2. BERBHK
KPI
BERENER
% increase/
2018 2017 Unit (decrease)
21, CR4)
—=-N\F —E—+tF By ZEHAE %

Scope 1
HEM
Direct Emission 114,196 121,990 Kg (6%)
HEHW N
Scope 2
#E2
Indirect Emission 47,998 56,873 Kg (16%)
[BEE710ii4 N
Scope 3
#E3
Other indirect Emission 3,737 9,796 Kg (62%)
H b B HER N
Total 165,931 188,659 Kg (12%)
By N
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BAWmE

During the year, there were 165,931 kg (2017: 188,659 kg) of
carbon dioxide equivalent greenhouse gases (mainly carbon
dioxide, methane and nitrous oxide) emitted from the Group’s
operation.

The total gross floor area coverage for the Group during the year
was 900m? (2017: 900 m?). The annual emission intensity was
184.4 KgCO2e/m? (2017: 209.6 KgCO2e/m?).

The decrease of the above was mainly due to efficient
environmental control during the year as a result of the increase
of the Group’s awareness on environmental protection.

Compliance with relevant laws and regulations:

The Group is not aware of any material non-compliance with the
relevant laws and regulations that have a significant impact
relating to air and greenhouse gas emissions, discharges into
water and land, generation of hazardous and non-hazardous
wastes of the Group during the year. In addition, no significant
fines or non-monetary sanctions for non-compliance with relevant
laws and regulations had been reported in 2018.

Non-hazardous Wastes

The Group generates no hazardous waste in its operation.
However, there were non-hazardous wastes arisen from the use
of electricity under the Group’s operation but the management of
the Group believed that these non-hazardous wastes would be
insignificant.

Use of resource

The Group is committed to minimising the impact of business
activities on the environment, and supporting environmental
protection programmes. In particular, a number of initiatives
designed to conserve resources were introduced to promote
employee awareness of the need to achieve efficient utilisation of
resources.

Energy conservation will not be effective without the support of
employees. The Group has been encouraging employees to
establish energy-saving habits at its office, such as switching off
lights and electronic appliances before leaving the office, as well
as maintaining indoor temperature at 25.5°C. To further conserve
electricity, the Group has leased energy-efficient high-speed
printers for its daily operation.

Environmental and Natural Resources

The Group’s activities did not have direct significant impact to
the environment and natural resources beyond the resource
consumption and emissions issues discussed above. The Group
will continue to explore ways of integrating environmental
considerations into its business decisions and the services it
provides, including promoting and supporting ways to combat
climate change.

There was no non-compliance case noted in relation to
environmental laws and regulations for the year.

Al1.3
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B. SOCIAL
Being a responsible business and employer, the Group are committed
to consistently looking for ways to meet the corporate social
responsibilities. The Group focuses on its staff, environment and
community as well as its business partners.

B1 Employment and Labour Practices

The Group places a significant emphasis on developing human
capital, providing competitive remuneration and welfare
packages. Promotion opportunities and salary adjustments are
benchmarked against individual performance. Employees are
entitled to benefits such as annual leave, sick leave, maternity
leave, marriage leave, funeral leave and medical coverage in
accordance with local regulations.

The Group emphasises on equal opportunities for all personnel in
respect of hiring, pay rates, training and development, promotion
and other terms of employment. The Group is committed to
providing a work environment free from any form of discrimination
on the basis of ethnicity, gender, religion, age, disability or sexual
orientation.

The Group has a wide diversity of cultures including employees
with different genders, ages, skills, educational backgrounds,
industry experiences and other qualifications in order to achieve
the most suitable composition and balance.

The Group’s remuneration package is structured with reference
to individual performance, working experience and prevailing
salary levels in the market. In additional to basic salaries and
mandatory provident fund for the Group’s Hong Kong
employees, fringe benefits include flexible leave arrangement,
medical coverage scheme and annual dinner.

The Group complies with relevant ordinances and statutory
requirements, such as the Employment Ordinance, Employees’
Compensation Ordinance and the Mandatory Provident Fund
Schemes Ordinance of Hong Kong. During the year, the Group
had no non-compliance case regarding violation of any laws and
regulations on employment.

The employee handbook of the Group’s PRC subsidiary had
been developed in accordance with the Labour Law of the PRC
and has been distributed to all employees since they joined.
The remuneration policies are determined on the basis of
performance, qualification and experience of individual employee.
The remuneration generally includes salaries and allowances.

26

B. #%
FEREEEMNCERET  AEEEANBEN—Iit
ERHELEMBEMMRE - EMIINHET -
B B RE LB -

B1 EARBZIESR
REEBTNERERANER - BHRAEBF S
EVEIN SRR RRE - (EARBRETHE R
SHENELE - REEWRT BIZAF
BmlR - ER-BR - BR - BRERRER
IS

REEIESHAEANEREER - #HM - J %
BR BAUREMEREENORSIHE - £
EE AR RHAZER - 45 R FER
BRI BN ER AR ) TARERE -

REBEARBZHNXEZEMNE - BETRER
Fie - B BEER  TEREREEMER
MIER - PUED|SOEE MK B -

REBRFHMTRERIBEARR - TIEER
AR5 R ITH B E MR © S5 -
REENEEEIREATENBFERTES
S A EREENRBLZE  BEERRTR
REERE -

AN SR B8 ST IR R R ) BEUR DI E 5K a0 e (% 16k
- EEMBERIIARB BRI AEDTE
BB - FR - NEENEEREAARERZE
REROIHEBRER -

AEBMRPEAH TR BTFHAR
BREABEEENE - RETINARFRR
HIRE - HEBERRER THBEM - BREK
BORHETE - HrB— R EEF S ROREL -

Prime Intelligence Solutions Group Limited / Annual Report 2018



During the year, the Group’s PRC subsidiary had subscribed to
those basic pension insurance, basic medical insurance,
unemployment insurance, occupational injury insurance,
maternity insurance as prescribed by the Social Insurance Law of
the PRC, as well as housing fund schemes as prescribed by the
Regulations on the Administration of Housing Fund.

Employees’ wages, overtime payments and related benefits are
made not less than the local government’s minimum
requirements. The normal working hours for general employees
are normally 8 hours a day and 40 hours a week. Integrated
computation of working hours is implemented with reference to
the requirements of the Labour Law of the PRC.

Staff Composition

As at 31 March 2018, the Group employed a total of 65 (2017:
62) staff, including operational office, sales and marketing, and
back office division. All staff members are allocated in Hong
Kong and the PRC.

(a)  Employee’s Age and Gender Distribution

Environmental, Social and Governance Report
R HERERRE

REE  REBGRPEABOFAR - /E
THREREAMEERBOEIRENEARE
g - EABERRE - KERR - THRR -
EBERBAKKER 2 ESERIGHNRENE

BENTE - IR EBBREFNMER E K
REOREZEK - —RETIHIER TERHBE
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=1 74

HZE2018F3A31H AEELEAGSZE
T (20175 /m62%) - BREEBHAE - 5% -
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RIS RFPE AL -

@  BFREDEERILS D

2018 2017
—E-N\F —T—+F

Age Group Male Female Male Female
FHrER 5 z e 8
0-15 0% 0% 0% 0%
0m-15%%
16-18 0% 0% 0% 0%
16 %18 5%
19-30 20% 5% 21% 11%
19 % -30 5%
31-45 32% 17% 35% 17%
315%-455%
46-60 15% 9% 8% 6%
46 5% —60 5%
=61/>61 2% 0% 2% 0%
613Kk
Total 69% 31% 66% 34%
B
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B2

b) Employee’s Geographical and Gender Distribution

(b) R E D HIE S 155

2018 2017
—E-N\F —T—+F
District Male Female Male Female
3 [& 5 z eS| z
Hong Kong 55% 22% 53% 24%
B
The PRC 14% 9% 13% 10%
A A
Total 69% 31% 66% 34%
e
The Group will continue to provide a well-structured and caring AEBERESERE TIRHEBRI - BEAIR
environment to employees to raise their sense of belonging and 5o MRS B INGBR S TR -
work efficiency in the Group.
The Group is not aware of any material non-compliance with the AEE  AEEEMERRE BESES
relevant laws and regulations that have a significant impact TR - RERME - #EeHeE 2T K
relating to compensation and dismissal, recruitment and AR R A B RIS AR RIRGIE T E - KRR
promotion, working hours, rest periods, equal opportunity, EREROEREMF o BN REFHE - KB
diversity, anti-discrimination and other benefits and welfare on ERIA T ETE AR LR OB EEKRI R
the Group during the year. In addition, no non-compliance with RS -
relevant laws and regulations that resulted in significant fines or
sanctions had been reported during the year.
Employee Health and Safety B2 EBEIRFEHEZZ

The management recognises that the operational efficiency of an
enterprise and the maintenance of a health and safety working
environment for all employees are closely related. The Group
continues to maintain a health and safety working environment
for its employees so as to attract and retain talented employees
which is in line with established internal guidelines and systems
of the Group.

The Group provides its employees with flexible rest leave
arrangement, medical and hospital scheme. The Group
understands that a good working environment for its employees
with a safe and comfortable working condition is very important.
A set clear guideline of work arrangement under typhoon and
rainstorm warning had been formulated by the Group for its
employees to follow.
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Occupational Health and Safety Data
The information of work accidence are set out below:

THRERNEBESHTRAR

2018 2017

—E-N\F —T—+F
Health and Safety Male Female Male Female
BEREERE B kg SM gk
Number of work-related fatalities 0% 0% 0% 0%
E TIERRRMIL T 8 A S
Lost days due to work injury 0% 0% 0% 0%
ETEEATIERE
During the year, the Group had no non-compliance case REE  REBWREEEEREEHER
regarding violation of relevant laws and regulations on REEEERAEOINEMS -
occupational health and safety.
Development and Training B3 #ZERIEZI

Staff development is an important aspect of the Group’s human
resources policy. The Group places a strong emphasis on
providing training for its employees to retain appropriate and
suitable personnel for its long-term development.

The Group is committed to providing on-the-job education and
training to its employees in order to enhance their knowledge
and skills. All employees are encouraged to enhance their skills
and knowledge at every opportunity in order to perform their
current job more efficiently and effectively and to be better
prepared for career opportunities which may arise. During the
year, regular training courses were provided to employees
including but not limited to orientation training, technical training
and quality training.

Performance evaluations are initiated annually. In order to
recognise the value in skill and experience of the Group’s
employees, the Group has adopted a policy that any promotions
will be considered internally first before hiring any outside staff. It
is the Group’s policy to select the most suitable candidate for
appointment to a higher rank based on merit, rather than on the
seniority of the candidates.

ZEEMREBRERLR / £3§ 2018
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Labour Standard

The Group is fully aware that child labour and forced labour
violate fundamental human rights, International Labour
Conventions and Recommendations poses a threat to
sustainable social and economic development. Therefore, the
Group strictly complies with relevant laws and regulations. The
Group prohibits the use of child labour by reviewing the actual
age of the interviewee during the recruitment process, including
the examination of identity documents and detailed records. The
Group only carries out the requirements of standard labour
contract and does not use any means to unfairly restrict the
employment relationship between employee and the enterprise
by, for example, withholding a deposit or identity documents.

For entry registration, all employees must present valid
documents to the Group as follows: (i) identity card and
vocational qualification certificate; (i) social security card; (iii)
medical or health certificate; (iv) recent photos; and (v) other
relevant information and documents.. The above procedures can
ensure no child labour will be employed.

Being people-oriented, the Group has hosted various social
events and activities such as company trips and parties for its
employees with the aim of promoting work-life balance.

During the year, the Group had no non-compliance case
regarding violation of relevant child labour and forced labour
laws.

Supply Chain Management

The Group has the greatest respect for the laws and regulations
that govern its business. The Group always adheres to
international best practices and conducts fair and unbiased
procurement processes when dealing with suppliers.

The Group adheres to the principle of transparency and
implements the value of honesty, integrity and fairness in its
supply chain management. The Group’s procurement
procedures provide directions and guidelines on evaluation and
engagement when dealing with suppliers of goods and services
to ensure business is conducted with legally, financially and
technically-sound entities. In addition, approval procedures are in
place to ensure that supplier engagements are monitored and
approved by the appropriate level of management.

During the selection process of suppliers, the Group takes into
account such as its reputation, quality of services and products,
past performance and green elements.
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Product Responsibility

A high priority for the Group is to ensure customer satisfaction in
terms of the products and services. Strenuous efforts are made
to ensure compliance with the relevant laws and regulations
relating to product health and safety, advertising, labelling and
privacy matters of the jurisdictions in which the Group operates.
The Group requires its employees to comply with applicable
governmental and regulatory laws, rules, codes and regulations.

The Company was awarded Hong Kong Star Brand Award
(Enterprise) (‘& £ b K 5 (1 2)”) and also Hong Kong
Star Brand Award (Innovation and Technology) (“ & 7 £ 4% & k&
K #( 8l # K& & £ )”), organised by Hong Kong Small and
Medium Enterprise Association (‘& &R /N EBA € ), and
the Company was also recognised as one of the most influential
security brands in the PRC in 2017 by China Public Security
(“CPSH % #8”) and China Public Security Publisher (“ 7 B /A ££
Z 25564 ”) in Shenzhen, the PRC.

During the year, the Group did not have any recalled products
and did not receive any complaint from its customers in relation
to either its quality of services or products. The Group had no
non-compliance case regarding violations of relevant laws and
regulations on product responsibility and data privacy.

Anti-corruption

Corruption, bribery or fraud in any form is strictly prohibited. The
Group’s anti-corruption policies set out standards of conduct to
which all employees are required to adhere in order to promote
an environment of integrity in the workplace.

The management believes that the integrity of business is the
foundation of corporate social responsibility, as well as a
fundamental element for a business’s competitive advantage and
sustainability. The Group is committed to the highest possible
standards of openness, probity and accountability.

To combat corruption and to govern conflicts of interest, unless
with the Group’s approval, Directors and employees are
prohibited from accepting any valuable items from co-workers,
customers, suppliers or other stakeholders. Unless with approval
of the Board, senior management members are also prohibited
from engaging in any activities that involve a potential conflict of
interest with the Group or may do harm to the Group’s overall
interests. Breaches are subject to disciplinary actions, including
termination of employment contracts where necessary.
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B8

Various policies have also been formulated to accord with the
Securities and Futures Commission’s Guideline on Anti-Money
Laundering and Counter-Terrorist Financing, including the basic
procedures for customer identification and due diligence,
suspicious transactions report and recordkeeping. Ongoing staff
training has also been carried out to ensure each of the
employees is fully aware of these policies.

In 2018, there was no legal case concerning corruption brought
against the Group or employees.

Community Involvement

The Group always seeks to be a positive force in the
communities in which it operates and maintains close
communications and interactions with the communities in order
to contribute to local development from time to time.

The Group strives to improve the society image and social
responsibility through community investment. All employees of
the Group are encouraged to participate their own initiatives in
helping and supporting the local communities and neighbours.
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CORPORATE GOVERNANCE PRACTICES

The Group has committed to upholding high standards of corporate
governance. The Board considers that enhanced public accountability and
corporate governance are beneficial for the healthy growth of the Group,
improving customer and supplier confidence and safeguarding the interests of
shareholders of the Group.

The Company has adopted the Corporate Governance Code (the "CG Code”)
contained in Appendix 15 to the GEM Listing Rules as its own code effective
from 14 February 2018 (the “Listing Date”) upon the listing of the Company
and had complied with the CG Code since the Listing Date to 31 March 2018,
except for the following deviation. The Board will continue to monitor and
review the corporate governance principles and practices to ensure
compliance.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

CG Code provision A.2.1 stipulates that the roles of chairman and chief
executive officer should be separate and should not be performed by the
same individual. Mr. Tony Yuen is the chairman and the chief executive officer
of the Company. In the view that Mr. Tony Yuen is one of the founders of the
Group and has been operating and managing the Group since June 1999, the
Board believes that it is in the best interest of the Group to have Mr. Tony
Yuen taking up both roles for effective management and business
development. Therefore the Board considers that the deviation from the CG
Code provision A.2.1 is appropriate in such circumstance.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding securities
transactions by Directors (the “Model Code”) on terms no less exacting than
the required standard of dealings set out in Rule 5.48 to 5.67 of the GEM
Listing Rules effective from the Listing Date on 14 February 2018.

Upon the specific enquiry made to all the Directors, the Company was not
aware of any non-compliance with the Model Code regarding securities
transactions by the Directors for the period from the Listing Date during to 31
March 2018.
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BOARD OF DIRECTORS

Composition

The Board currently comprises 7 directors, including 3 executive Director, 1
non-executive Director and 3 independent non-executive Directors.

Executive Directors

Mr. Yuen Kwok Wai, Tony (Chairman and chief executive officer)
Ms. Yuen Mei Ling, Pauline

Ms. Sun Ngai Chu, Danielle

Non-executive Director
Mr. Yam Chiu Fan, Joseph

Independent non-executive Directors

Mr. Hui Man Ho, Ivan (Appointed on 18 January 2018)
Mr. Chung Billy (Appointed on 18 January 2018)

Mr. Mui Pak Kuen (Appointed on 18 January 2018)

Details of backgrounds and qualifications of all directors are set out in the
“Biographies of Directors and Senior Management” section of this annual
report. All directors have given sufficient time and attention to the affairs of the
Group. Each executive Director has sufficient experience, knowledge and
execution ability to hold the position so as to carry out his duties effectively
and efficiently.
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During the period from the Listing Date to 31 March 2018, 1 general meeting,
4 regular Board meetings and other Board meetings were held in addition to
circulation of written resolution. The attendance record of meetings are shown

below:

Name of member

REEE

Extraordinary
General
Meeting

BRREFIAE

R ETMHEEZE2018FE3 31 HHIM © B T EMESEIREE -

ERTIRBRRE 4REREFS

@ BRLELSIIRET

Audit
Board Committee

B2E EHREEE

Remuneration
Committee

FHESE

-
H AR

MEMBEEES

Nomination
Committee

REREE

Number of total meetings
eEay

Number of Meetings attended/Total
BEHEEHEZAE/BY

Executive Directors

HTES

Mr.

Yuen Kwok Wai, Tony

BBl 4
Ms. Yuen Mei Ling, Pauline
S 3w
Ms. Sun Ngai Chu, Danielle
BBzt

Non-executive Director

FBUTES

Mr

. Yam Chiu Fan, Joseph

ERALE

Independent non-executive Directors

BUFQITES

Mr

. Hui Man Ho, Ivan

FOERE

Mr

. Chung Billy

Mr

. Mui Pak Kuen

ELE]: e

Note: The extraordinary general meeting was held before the Listing Date when the CG

Code become effective.
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THE RESPONSIBILITIES OF THE BOARD

The Board is responsible for the control and leadership of management
company’s business and is collectively responsible for the company’s affair
under the Board’s direction and supervision. All the Directors should make
decision objectively in the interests of the Company.

The overall responsibilities of the Board include considering and making
decisions on the following matters:

(i) Setting the cooperate goals of the Group and formulating the Group’s
strategy and monitoring the implementation;

(ii) Diversification and extension of activities into new business area;
(i) Approving the annual, half year and quarterly results;
()

Dividend policy;

(v) Material acquisitions and disposal;

(v)  Reviewing and monitoring the Group’s internal control systems;
(vii)  Monitoring the performance of the management; and
(viii)  Determining and reviewing the composition and diversity of the Board.

BOARD COMPOSITION AND DIVERSITY POLICY

The Company has adopted the board diversity policy since 18 January 2018.
The policy sets out the approach to achieve diversity in the Board that should
have a balance of skills, experience and diversity of perspectives appropriate
to the requirements of the Group’s business and compliance with policies.
The composition and diversity policies of the Board is reviewed annually and
regularly. The Board should ensure that its changes in composition will not
result in any undue interference. The Board members should possess
appropriate professionalism, experience and trustworthiness in performing
duties and functions. The Board would diversify its members according to the
Company’s situations and need. While participating in nomination and
recommendation of director candidates during the year, each member of the
Board may consider a range of diversity perspectives, including but not limited
to gender, age, cultural and educational background, or professional
experience in achieving diversity for the benefit of the Company’s various
business development and management. The Board is to review the policy
concerning diversity of Board members, and to disclose the policy or a
summary of the policy in the corporate governance report, including any
quantitative targets and standards and its progress with policy
implementation.

In 2018, the Board has reviewed the diversity of the Board and considered the
Board composition and diversity policy is appropriate.
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MANAGEMENT

The daily management, administration and operation of the Company are
delegated to the chief executive officer and senior management (the
“Management”). The delegated functions and assignments are periodically
reviewed. Approval has to be obtained from the Board prior to entering into
any significant transactions by the above mentioned officers.

The overall responsibilities of the Management include considering and making
decisions on the following matters:

(i) Implementing the Group’s policy and strategies as set by the Board;
(ii) Strategic planning of different business and functions;

(iii) Closely monitoring operational and financial results in accordance with
plans and budgets;

(iv) Putting adequate operational, planning and financial control systems in
place; and

(V) Managing the Group’s day to day business.

CONFIRMATION OF INDEPENDENCE

In compliance with Rules 5.05(1) and (2) of the GEM Listing Rules, the
Company has appointed 3 independent non-executive Directors; and at least
one of whom has appropriate professional qualifications or accounting or
related financial management expertise. Each of the independent non-
executive Directors has made an annual confirmation in writing of his
independence pursuant to Rule 5.09 of the GEM Listing Rules and the
Company considers that all the independent non-executive Directors were
independent during 2018 since their respective date of appointment.

All independent non-executive Directors are identified as such in all corporate
communications containing the names of the Directors by the Company.

Mr. Tony Yuen (the chairman of the Board, the chief executive officer and an
executive Director) and Ms. Jazzy Wong (a member of the senior
management) are spouse. Mr. Tony Yuen and Ms. Pauline Yuen (an executive
Director) are siblings. Mr. Tony Yuen and Mr. Joseph Yam (a non-executive
Director) are brothers-in-law. Mr. Joseph Yam is a brother-in-law of Ms. Jazzy
Wong and Ms. Pauline Yuen, Ms. Jazzy Wong and Ms. Pauline Yuen are
Sisters-in-laws. Save as otherwise disclosed herein, there is no family or other
material relationship among members of the Board.
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CONTINUOUS PROFESSIONAL DEVELOPMENT

All Directors, including independent non-executive Directors, should keep
abreast of their collective responsibilities as Directors and of the businesses
and activities of the Group. The Group also provides briefings and other
training to develop and refresh the Directors’ knowledge and skills, and
updates all Directors on the latest developments regarding the GEM Listing
Rules and other applicable regulatory requirements to ensure compliance and
to enhance their awareness of good corporate governance practices.

During the year ended 31 March 2018, the Directors provided their training
record to the Company in respect of their participation in training activities
such as attending seminars relevant to their duties and responsibilities as
directors of a listed company, particulars of which are as follows:

FEEXRRE

EREF(BEBIYIFNTES) BEREREZTINAEAE
EXBERTPNHAREE - ARENSRABRG REMIT
g ABREEHESHANB LG WHGEM EHR A
REMEREERENENERAZBESRUSEHER
HERABRLIGERELSRFEEERTRNEM

BE2018F3A3NALFE  EEHRRE2EPRREE
RETRARNEEZREEBENEIES (ML FEHRNS)
AARBHRHIEIACE: - BT -

Attending
Reading the seminar
materials relevant Attending relevant to
to directors’ the seminar the skill of
duties and provided by the Director’s
responsibilities the Company position
RESHERBE HERESEN
TR HEARARRME REeEEn
et WS WaE
Executive Directors HITES
Mr. Yuen Kwok Wai, Tony e v/ 4 4
Ms. Yuen Mei Ling, Pauline SR v v v/
Ms. Sun Ngai Chu, Danielle BRI+ v v v/
Non-executive Directors FHITES
Mr. Yam Chu Fan, Joseph B E v/ v v/
Independent non-executive Directors B & TEE
Mr. Hui Man Ho, Ivan FEOESE A v 4 v
Mr. Chung Billy EBEELE v v 4
Mr. Mui Pak Kuen ttaRE A v 4 v
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Mr. Tony Yuen is both the Chairman and the chief executive officer of the
Company. In view of Mr. Tony Yuen is one of the founders of the Group and
has been operating and managing the Group since June 1999, the Board
believes that it is in the best interest of the Group to have Mr. Tony Yuen
taking up both roles for effective management and business development. The
role of the Chairman is primarily responsible for managing the Board, whereas
the role of the chief executive officer is primarily responsible for overseeing the
various businesses of the Group. Their respective roles and responsibilities are
summarised as follows:

Responsibilities of the Chairman include: (i) leading the Board and ensuring
that the Board functions effectively and smoothly; (i) chairing the Board and
shareholder’s meetings; (i) approving the agenda for each Board meeting,
taking into account, where appropriate, any matters proposed by the other
Directors and the company secretary of the Company for inclusion in the
agenda; (iv) ensuring that all Directors receive all relevant information prior to
each meeting and are properly briefed on issues arising at Board meetings; (v)
ensuring all key and appropriate issues are discussed by the Board in a timely
and constructive manner; (vi) encouraging all Directors, including the
independent non-executive Directors, to actively participate in all Board and
Board committees meetings and promoting a culture of openness for the
Directors to share and voice their concerns on all matters during each
meeting; (vi) ensuring good corporate governance practices and procedures
are established and followed; and (viii) taking appropriate steps to provide
effective communication with shareholders and to ensure that shareholders’
view are communicated to the Board as a whole.

Responsibilities of the chief executive officer include: (i) implementing the
Group’s policy and strategies as set by the Board; (i) strategic planning of
different business and functions; (iii) closely monitoring operational and
financial results in accordance with plans and budgets; (iv) assuming full
accountability to the Board for all aspects of the Group’s operations and
performance; (v) maintaining ongoing dialogue with the Chairman and the
other Directors; (vi) developing and leading an effective executive team; (vii)
putting adequate operational, planning and financial control systems in place;
and (viii) representing the Company and managing the Group’s day to day
business.
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APPOINTMENT AND RE-ELECTION OF DIRECTORS

All the Directors are appointed for an initial term of three years and subject to
retirement by rotation and eligible for re-election in accordance with the
Company'’s articles of association (the “Articles”). At each annual general
meeting, not less than one third of the Directors then in office shall retire and
every Director is subject to retirement by rotation at least once every three
years.

All existing executive Directors, non-executive Director and independent non-
executive Directors are entitled to a fixed remuneration per month or fee per
annum respectively. The remuneration of each Director is subject to the annual
review of the Board with reference to his contribution in terms of time, effort
and his expertise.

Details of remuneration paid to each of the Directors during the year are
disclosed in Note 13 to the financial statements.

All Directors are entitled to be reimbursed for reasonable expenses incurred
during the performance of their duties to the Company and are eligible for
share options under the share option scheme of the Company.

BOARD COMMITTEES

The Board has established the board committees, namely, the audit
committee, the remuneration committee and the nomination committee, all
with specific terms of reference clearly defining the powers and responsibilities
of the respective board committees. All board committees are required by
their terms of reference to report to the Board in relation to their decisions,
findings or recommendations.

AUDIT COMMITTEE

The Company has established an audit committee (“Audit Committee”) with
written terms of reference that are in conformity of the requirements of the CG
Code which are available on the websites of the Stock Exchange and the
Company.

The Audit Committee is currently composed of the 3 independent non-
executive Directors, namely Mr. Chung, Mr. Hui and Mr. Mui, and chaired by
Mr. Chung, with all members being independent non-executive Directors of
the Company in full compliance with Rule 5.28 of the GEM Listing Rules.
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For the year ended 31 March 2018, 1 audit committee meeting was held and
the members’ attendance is shown on page 35 of this annual report.

The roles and functions of the Audit Committee include:

i)

Relationship with the Company’s auditor

(@)

to consider and be primarily responsible for making
recommendations to the Board on the appointment,
reappointment and removal of the external auditor, and to
approve the remuneration and terms of engagement of the
external auditor, and any questions of its resignation or dismissal;

to review and monitor the external auditor’s independence and
objectivity and the effectiveness of the audit process in
accordance with applicable standards. The Audit Committee
should discuss with the auditor the nature and scope of the audit
and reporting obligations before the audit commences. In
connection, the Audit Committee shall:

o consider all relationships between the Company and the
external auditor (including non-audit services);

o obtain from the external auditor annually information about
policies and processes for maintaining independence and
monitoring compliance with relevant requirements,
including those for rotation of audit partners and staff; and

o meet with the external auditor, at least annually, in the
absence of the management, to discuss matters relating
to its audit fee, any issues arising from the audit and any
other matters the external auditor may wish to raise;

to develop and implement policy on engaging an external auditor
to supply non-audit services. For this purpose, external auditor
includes any entity that is under common control, ownership or
management with the audit firm or any entity that a reasonable
and informed third party knowing all relevant information would
reasonably conclude to be part of the audit firm nationally or
internationally. When assessing the external auditor’s
independence or objectivity in relation to non-audit service, the
Audit Committee shall consider:

o whether the skills and experience of the audit firm make it
a suitable supplier of the non-audit services;

o whether there are safeguards in place to ensure that there
is no threat to the objectivity and independence of the
audit because the external auditor provides non-audit
services;
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the nature of the non-audit services, the related fee levels
and fee levels individually and in total relative to the audit
firm; and

criteria for compensation of the individuals performing the
audit.

The Audit Committee should report to the Board, identifying and making
recommendation on any matters where action or improvement is

needed; and

@

to approve the policies on hiring employees or former
employees of the external auditors and monitoring the
application of these policies and consider whether there
has been or appears to be any impairment of the auditor’s
judgement or independence for the audit.

(i) Review of the Company’s financial information
(@) to monitor integrity of the Company’s financial statements and

annual reports and accounts, half-year reports and, if prepare for

publication, quarterly reports, and to review significant financial

reporting judgements contained in them. It is the responsibility of

the Audit Committee to determine the scope and extent of the

review. The Audit Committee may refer to relevant statements of

auditing standards and audited guidelines in relation to review of

these reports for guidance. In reviewing these reports before
submission to the Board, the Audit Committee should focus
particularly on:

(1)

42

any changes in accounting policies and practices;

major judgement areas;

significant adjustments resulting from audit;

the going concern assumptions and any qualifications;

compliance with accounting standards; and

compliance with the GEM Listing Rules and legal
requirements in relation to financial reporting.
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(b) regarding point (a) above:

(iii)

(1) members of the Audit Committee should liaise with the
Board and the Company’s senior management and the
Audit Committee must meet, at least twice a year, with the
Company’s auditor; and

(2)  the Audit Committee should consider any significant or
unusual items that are, or may need to be, reflected in the
report and accounts, and it should give due consideration
to any matters that have been raised by the Company’s
staff responsible for the accounting and financial reporting
function, compliance officer or auditors.

to provide full details of any disagreement by the Audit
Committee with the accounting treatment adopted by the
Company.

Oversight of the Company’s financial reporting system, risk
management and internal control procedures

(@)

to review the Company’s financial controls, and unless expressly
addressed by a separate board risk committee, or by the Board
itself, to review the Company’s risk management and internal
control systems;

to discuss the risk management and the internal control systems
with management to ensure that management has performed its
duty to have effective systems. This discussion should include
the adequacy of resources, staff qualifications and experience,
training programmes and budget of the Company’s accounting
and financial reporting function;

to consider major investigations findings on risk management
and internal control matters as delegated by the Board or on its
own initiative and management’s response to these findings;

where an internal audit function exists, to ensure co-ordination
between the internal and external auditors, and to ensure that the
internal audit function is adequately resourced and has
appropriate standing within the Company, and to review and
monitor its effectiveness;

to review the Group’s financial and accounting policies and
practices;

to review the external auditor’'s management letter, any material
queries raised by the auditor to management about the
accounting records, financial accounts or systems of control and
management’s response;
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to ensure that the Board will provide a timely response to the
issues raised in the external auditor’s management letter;

to report to the Board on the matters in these terms of reference
and those set out in the code provisions as stated in Appendix
15 of the GEM Listing Rules from time to time;

to review arrangements by which employees of the Company
can use, in confidence, to raise concerns about possible
improprieties in financial reporting, internal control or other
matters, and the Audit Committee should ensure that proper
arrangements are in place for fair and independent investigation
of these matters and for appropriate follow-up action;

to act as the key representation body for overseeing the Group’s
relationship with the external auditor;

to establish a whistleblowing policy and system for employees
and those who deal with the Company (e.g. customers and
suppliers) to raise concerns, in confidence, with the audit
committee about possible improprieties in any matter related to
the Company; and

to review the half-year report prepared by the Group’s corporate
guarantee committee on its work and information relating to the
provision of corporate guarantees.

Major accomplishments in 2018 comprised the following:

(@)

reviewed the financial statements for disclosure on a quarterly
and annually basis, where applicable;

reviewed the external auditor’s significant findings and
management’s response to the recommendation raised, if any;

reviewed the effectiveness of the internal control system and the
adequacy of the accounting and financial reporting function of
the Group;

reviewed and approved the external auditor’s statutory audit
scope for 2018 and the letter of representation to be given by the
Board; and

considered and approved the 2018 external audit fees and
engagement letters.
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The Group’s internal control system is reviewed regularly by management.
With the view of enhancing the Group’s internal control system, during the
year ended 31 March 2018, the Company had appointed World Link
Corporate Finance Limited, as independent consultant, to review the Group’s
internal control systems and recommend actions to improve our internal
controls.

Based on the review, the Audit Committee is of the view that the Group’s
internal control system was effective and in compliance with the requirements
of the CG Code C.2.1 for the year ended 31 March 2018.

There was no disagreement between the Board and the Audit Committee on
the selection, appointment, resignation or dismissal of the external auditors for
the year ended 31 March 2018.

The Audit Committee has reviewed the audited financial statements of the
Group for the year ended 31 March 2018 and recommended approval to the
Board.

REMUNERATION COMMITTEE

The Company has established a remuneration committee (‘Remuneration
Committee”) with written terms of reference in accordance with the
requirement of the CG Code. In accordance with provisions set out in the CG
Code are available on the websites of the Stock Exchange and the Company.

The Remuneration Committee is currently composed of the 1 executive
Director and 3 independent non-executive Directors, namely Ms. Pauline
Yuen, Mr. Mui, Mr. Chung and Mr. Hui, and chaired by Mr. Mui.

For the year ended 31 March 2018, 1 remuneration committee meeting was
held and the members’ attendance is shown on page 35 of this Report.

The role and functions of the Remuneration Committee include:

i) to make recommendations to the Board on the Company’s policy and
structure for the remuneration of all Directors and senior management
of the Group and on the establishment of a formal and transparent

procedure for developing remuneration policy;

(ii) to review and approve the management’s remuneration proposals with
reference to the Board’s corporate goals and objectives;
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(i

(iv)

(vi)

(vii)

(viil)

(ix)

(xi)

(xii)

(i)

46

to make recommendations to the Board on the remuneration packages
of individual executive Directors and senior management. This should
include benefits in kind, pension rights and compensation payments,
including any compensation payable for loss or termination of their
office or appointment;

to determine the policy and make recommendations to the Board on
remuneration of non-executive Directors;

to assess the performance of executive Directors;

to approve the terms of executive directors’ service contracts;

to consider salaries paid by comparable companies, time commitment
and responsibilities and employment conditions elsewhere in the
Company and its subsidiaries;

to review and approve compensation payable to executive Directors
and senior management for any loss or termination of office or
appointment to ensure that it is consistent with contractual terms and is
otherwise fair and not excessive;

to review and approve compensation arrangements relating to dismissal
or removal of Directors for misconduct to ensure that they are
consistent with contractual terms and are otherwise reasonable and
appropriate;

to ensure that no Director or any of his associates is involved in deciding
his own remuneration;

to form a view in respect of service contracts to be granted by the
Group under Rule 17.90 of the GEM Listing Rules that require
shareholders’ approval and advise shareholders (other than
shareholders who are Directors with a material interests in the service
contracts and their associates) as to whether the terms are fair and
reasonable, advise whether such contracts are in the interests of the
Company and its shareholders as a whole and advise shareholders how
to vote. An independent non-executive Director who has a material
interest in any such contracts shall not sit on the Remuneration
Committee;

to consider the granting of share options to Directors pursuant to any
share option scheme adopted by the Company;

to ensure due compliance with any relevant disclosure requirements in
respect of the remuneration of Directors under the GEM Listing Rules,
the Companies Ordinance and any other statutory requirements;

(i)

(v)

(vi)

(vil)

(vii)

(xi)

(i)
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(xiv)  to consult the Chairman of the Board and/or chief executive of the
Company about their remuneration proposals for other executive
Directors;

(xv)  to do any such things to enable to the Remuneration Committee to
discharge its powers and functions conferred on it by the Board; and

(xvi)  to conform to any requirement, direction, and regulation that may from
time to time be prescribed by the Board or contained in the
Memorandum of Association and the Articles or imposed by legislation
and the GEM Listing Rules.

Major accomplishments in 2018 comprised the following:

i) reviewed matters relating to the remuneration packages and
emoluments of Directors and senior management.

NOMINATION COMMITTEE

The Company has established a nomination committee (“Nomination
Committee”) with written terms of reference. The terms of reference of the
Nomination Committee are in conformity with the requirements of the CG
Code and are available on the websites of the Stock Exchange and the
Company.

The Nomination Committee is currently composed of the 3 independent non-
executive Directors, namely Mr. Hui, Mr. Chung and Mr. Mui, and chaired by
Mr. Hui.

For the year ended 31 March 2018, 1 Nomination Committee meeting was
held and the members’ attendance is shown on page 35 of this annual report.

The role and functions of the Nomination Committee include:

i) to formulate nomination policy for consideration of the Board and
implement the nomination policy laid down by the Board;

(ii) without prejudice to the generality of foregoing:

(@) to review the structure, size and composition (including the skills,
knowledge and experience) of the Board at least annually and
make recommendations on any proposed changes to the Board
to complement the Company’s corporate strategy;

(b) to identify individuals suitably qualified to become Board
members and select or make recommendations to the Board on
the selection of individuals nominated for directorships;
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(i

(iv)

() to assess the independence of independent non-executive ;

(d) to make recommendations to the Board on the appointment and
re-appointment of Directors, and succession planning for
Directors, in particular the chairman and the chief executive;

(e) to determine the policy for the nomination of Directors;

f) to adopt nomination procedures, process and criteria to select
and recommend candidates for directorship;

(9  todo any such things to enable to the Nomination Committee to
discharge its powers and functions conferred on it by the Board;
and

(h) to conform to any requirement, direction, and regulation that may
from time to time be prescribed by the Board or contained in the
Memorandum of Association and the Articles or imposed by
legislation and the GEM Listing Rules;

in respect of any proposed service contracts to be entered into by any
members of the Group with its director or proposed director, which
require the prior approval of the shareholders of the Company at
general meeting, to review and provide recommendations to the
shareholders of the Company (other than shareholders who are
directors with a material interest in the relevant service contracts and
their respective associates) as to whether the terms of the service
contracts are fair and reasonable and whether such service contracts
are in the interests of the Company and the shareholders as a whole,
and to advise shareholders on how to vote; and

to review the policy concerning diversity of the Board and the
measurable objectives for implementing such policy from time to time
adopted by the Board, and to review the progress on achieving these
objectives.

Major accomplishments in 2018 comprised the following:

U

48

recommended the re-election of Directors at the forthcoming 2018
annual general meeting of the Company.

(i)
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CORPORATE GOVERNANCE FUNCTIONS
The Board is responsible for performing the corporate governance functions
which includes:

0} developing and reviewing the Group’s policies and practices on
corporate governance;

(ii) reviewing and monitoring the training and continuous professional
development of Directors and senior management;

(iii) reviewing and monitoring the Group’s policies and practices on
compliance with legal and regulatory requirements;

(iv)  developing, reviewing and monitoring the code of conduct and
compliance manual applicable to employees and Directors; and

(v) reviewing the Group’s compliance with the CG Code and disclosure in
the CG Report.

Major accomplishments in 2018 comprised the following:

(i) evaluated the Group’s policies and practices on corporate governance
and made appropriate amendments;

(ii) arranged the training and continuous professional development of
Directors and senior management; and

(i) reviewed the Company’s compliance with the CG Code and disclosure
in the Corporate Governance Report.

AUDITOR’S REMUNERATION

The fees in respect of audit and non-audit services provided by the external
auditor World Link CPA Limited and its network firm to the Group for the year
ended 31 March 2018 are as follows:
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Services rendered: HK$
RERRS - BT
Audit services EETIRTE
— Audit the consolidated financial statements of the Group — B AEEHE2018F3 AT HILFE

for the year ended 31 March 2018 ZERE MG ERE 300,000
— Service fees for the share offer of the Company — RARBRHBEENREE 780,000
Non-audit services IEEF RS 125,000

Non-audit services include (i) tax compliance service; (i) risk assessment and
internal control review; and (i) environmental, social and governance reporting.

EZBEREBARAR/ FH 2018

IERAT IR BIE () BIS S RIRTS ¢« (i) B ATE R A S 61T
i R(iRE - g RERRE °

49



Corporate Governance Report

TERERHRE

The accounts for the year ended 31 March 2018 were audited by World Link
CPA Limited whose term of office will expire upon the forthcoming annual
general meeting. The Audit Committee has recommended to the Board that
World Link CPA Limited be re-appointed as the auditors of the Company at
the forthcoming annual general meeting.

DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
REPORTING

The Directors acknowledge their responsibility for preparation of the Group’s
financial statements to give a true and fair view. The responsibilities of auditors
in respect of the financial statements are set out in the report of the auditors
forming part of this Report.

RISK MANAGEMENT AND INTERNAL CONTROLS

The Group emphasises the importance of a sound internal control system
which is also indispensable for mitigating the Group’s key risk exposures. The
Group’s system of internal control is designed to provide reasonable, but not
absolute, assurance against material misstatement or loss and to manage and
eliminate risks of failure in operational systems and fulfilment of the business
objectives. The internal control system is reviewed on an ongoing basis by the
Board in order to make it practical and effective in providing reasonable
assurance in relation to protection of material assets and shareholders’
interests. During the year under review, World Link Corporate Finance Limited
has reviewed the risk management and internal control systems of the Group
and has provided written reports to the Audit Committee.

The Group has adopted a three-tier risk management approach to identify,
assess and manage different types of risks. At the first line of defence,
business units are responsible for identifying, assessing and monitoring risk
associated with each business or transaction. The management, as the
second line of defence, defines rule sets and models, provide technical
support, develops new system and oversees portfolio management. It ensures
risks are within acceptable range and that the first line of defence is effective.
As the final line of defense, World Link Corporate Finance Limited assists the
Audit Committee to review the first and second lines of defence.

The Group is committed to the identification, evaluation and management of
risks associated with its business activities through ongoing assessment of a
risk register, by considering the likelihood and impact of each identified risk.
The Group has implemented an effective control system which includes a
defined management structure with limits of authority, a sound management
system and periodic review of the Group’s performance by the Audit
Committee and the Board.

Through the Audit Committee, the Board has conducted annual review of the
effectiveness of the Group’s risk management and internal control systems for
the year ended 31 March 2018, covering the material financial, operational
and compliance controls, which are considered effective and adequate.
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The Audit Committee has reviewed the adequacy of resources, qualifications
and experience, training and budget of the accounting, internal audit and
financial reporting functions on an annual basis.

INSIDE INFORMATION

The Company assesses the likely impact of any unexpected and significant
event that may impact the price of the shares of the Company or their trading
volume and decides whether the relevant information is considered inside
information and needs to be disclosed as soon as reasonably practicable
pursuant to Rules 17.10 and 17.11 of the GEM Listing Rules and the Inside
Information Provisions under Part XIVA of the SFO. The executive Directors
have responsibility for approving certain announcements and/or circulars to be
issued by the Company under powers delegated by the Board from time to
time.

The Company has put in place procedures on handling and dissemination of
inside information in a timely manner in such a way so as not to place any
person in a privileged dealing position and to allow time for the market to price
the listed securities of the Company with the latest available information. The
Company has appropriate internal control and reporting systems to identify
and assess potential inside information. Dissemination of inside information of
the Company shall be conducted by publishing the relevant information on the
websites of the Stock Exchange and the Company, according to the
requirements of the GEM Listing Rules.

COMPANY SECRETARY
For the year ended 31 March 2018, the Company Secretary was Mr. Chou.

Details of backgrounds and qualification of the Company Secretary are set out
in the “Biographies of Directors and Senior Management” of this annual report.

A written record had been received by the Company from Mr. Chou confirming
that he took not less than 15 hours of relevant professional training during the
year ended 31 March 2018. The Company is of the view that Mr. Chou has
complied with Rule 5.15 of the GEM Listing Rules.

SHAREHOLDERS’ RIGHTS TO CONVENE
EXTRAORDINARY GENERAL MEETING

In order to safeguard shareholders’ interests and rights, separate resolutions
are proposed at shareholders’ meetings on each substantial issue, including
the election of individual directors, for shareholders’ consideration and voting.
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The following procedures for shareholders of the Company to convene an
extraordinary general meeting are subject to the Articles, and the applicable
legislation and regulation, in particular the GEM Listing Rules:

(i) any one or more shareholders of the Company holding at the date of
deposit of the requisition not less than one-tenth of the paid up capital
of the Company (the “Eligible Shareholder(s)”) carrying the right of
voting at general meetings of the Company shall at all times have the
right, by written requisition to the Board or the company secretary of
the Company (the “Company Secretary”), to require an extraordinary
general meeting (the “EGM”) to be called by the Board for the
transaction of any business specified in such requisition pursuant to
Article 64 of the Articles; and

(ii) if within 21 days of the deposit of the requisition, the Board fails to
proceed to convene such EGM, the requisitionist(s) himself/themselves
may do so in the same manner, and all reasonable expenses incurred
by the requisitionist(s) as a result of the failure of the Board shall be
reimbursed to the requisitionist(s) by the Company.

PROCEDURES FOR SENDING ENQUIRIES TO THE
BOARD

Apart from sending email to ir@sebiotec.com, shareholders may send their
enquiries and concerns to the Board by addressing them to the headquarter
and principal place of business of the Company in Hong Kong at Unit A, 6/F,
TLP 132, Nos. 132-134 Tai Lin Pai Road, Kwai Chung, New Territories, Hong
Kong, by post or by fax to (852) 2991 1110, for the attention of the Company
Secretary.

PROCEDURES FOR SHAREHOLDERS TO PUT
FORWARD PROPOSALS AT SHAREHOLDERS’
MEETINGS

Pursuant to the Articles, Shareholders who wish to move a resolution may by
means of requisition convene an EGM following the procedures set out above.

AMENDMENTS TO CONSTITUTIONAL DOCUMENTS
Since the Listing Date up to 31 March 2018, there was no change in the
Company’s memorandum and the Articles.
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The directors (“Directors”) of Prime Intelligence Solutions Group Limited (the
“Company”) present their report together with the audited financial statements
of the Company and its subsidiaries (collectively, the “Group”) for the year
ended 31 March 2018.

PRINCIPAL ACTIVITIES AND ANALYSIS OF
OPERATIONS

The principal activity of the Company is investment holding. Details of the
principal activities of its subsidiaries are set out in note 33 to the financial
statements. There were no significant changes in the nature of the Group’s
principal activities during the year.

The analysis of geographical locations of the Group for the year is set out in
note 7 to the consolidated financial statements.

SUBSIDIARIES
Details of the Company’s subsidiaries as at 31 March 2018 are set out in note
33 to the consolidated financial statements.

BUSINESS REVIEW

A review of the Group’s business during the year and analysis of the Group’s
performance using financial key performance indicators and prospects of the
Group’s business are provided in the sections headed “Chairman’s Statement”
on page 5 to 6 and “Management Discussion and Analysis” on pages 7 to 11
of the annual report. The discussion forms part of this Director’s report.

SEGMENT INFORMATION
Details of segment reporting are set out in note 7 to the consolidated financial
statements.

RESULTS AND APPROPRIATION

The results of the Group for the year ended 31 March 2018 and the state of
the Company’s and the Group’s affairs as at that date are set out in the
consolidated financial statements on pages 64 to 132.

The Directors do not recommend the payment of any dividend for the year
ended 31 March 2018.

RESERVES

Details of the movements in reserves of the Group and the Company during
the year are set out in the “Consolidated Statement of Changes in Equity” and
note 31 to the consolidated financial statements respectively.

SHARE CAPITAL
Details of movements in the share capital of the Company during the year are
set out in note 29 to the consolidated financial statements.

DISTRIBUTABLE RESERVES
The Company’s reserve available for distribution as at 31 March 2018 was
approximately HK$67.7 million.

EZBEREBARAR/ FH 2018

BB EREEEAERAR(RATA Dz E=2([EE]))
ERMARAREWBRR (FHE [ AEH])#HE2018F3 A
STALFEzESeREERLCEXVIERE

FEXBREBIN

ARTANEELHARERE - TEWBATEERHH
BHRHBBEMITEE - NER - AREEEEHIEE
TWEALD -

RER - REBEEIIZM BT HNEGR S W HRERMET -

M AR
EBARQFMERRN201843 531 HHEIEEHNGA Y
ST MESIS o

%O

REBEBHAFELRELERYBHRENETEEALE
RIVETHODMN - MRAREEBHIR  SNFRESR
EECEMNEEHRE ] —HUARETENENERE
BN — 8 BB wERKAEEEWMEN 7

2 EEHR

BEH AR IERAGRA M BREMTT -

EEBERDIK
AEBHZE2018F3A31 BILFE 2 EEARANRR LA
SEHEZANEBRRERFE4E 12 ELEWIEHRE

BETESANEAET 20183 A31 BHILFERMIMAS -

fEfE
RER  ARBENARRIFEZE
BEBR ] MEABERERMES -

FHED BN [EREHE

&N

RERN  RABBRAZ B FEHNGA M ERERME29

o DIk E
M2018F3A31 A KRR ZAIMDIRFEHNACT7TEE
/%71: °©

53



Directors’ Report

ESERE

PROPERTY, PLANT AND EQUIPMENT
Details of movements in the property, plant and equipment of the Group
during the year are set out in note 17 to the consolidated financial statements.

PERMITTED INDEMNITY PROVISION

The Company has arranged for appropriate insurance covering Directors’ and
officers’ liabilities in respect of legal actions against its Directors and senior
management arising out of corporate activities. The permitted indemnity
provision is in force for the benefit of the Directors as required by section 470
of the Companies Ordinance (Chapter 622 of the Laws of Hong Kong) when
the Directors’ Report prepared by the Directors is approved in accordance
with section 391(1)(a) of the Companies Ordinance (Chapter 622 of the Laws
of Hong Kong).

PRE-EMPTIVE RIGHTS

There are no provision for pre-emptive rights under the Company’s articles
and association or the laws of the Cayman Islands which would oblige the
Company to offer new shares on a pro rata basis to existing shareholders.

THREE YEAR FINANCIAL SUMMARY
A summary of the results and of the assets and liabilities of the Group for the
last three financial years is set out on page 132 of the annual report.

PURCHASES, SALES OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased, sold or redeemed
any of the Company’s listed securities during the year ended 31 March 2018.

DIRECTORS
The directors of the Company during the year and up to date of this report
were:

Executive Directors

Mr. Yuen Kwok Wai, Tony (Chairman and chief executive officer)
Ms. Yuen Mei Ling, Pauline

Ms. Sun Ngai Chu, Danielle

Non-executive Director
Mr. Yam Chiu Fan, Joseph

Independent non-executive Directors

Mr. Mui Pak Kuen (Appointed on 18 January 2018)
Mr. Chung Billy (Appointed on 18 January 2018)

Mr. Hui Man Ho, Ivan (Appointed on 18 January 2018)
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ROTATION OF DIRECTORS IN THE FORTHCOMING
ANNUAL GENERAL MEETING

In accordance with the Article 112 of the Company’s Articles of Association,
Mr. Mui, Mr. Chung and Mr. Hui, shall hold office until the forthcoming annual
general meeting of the Company and shall then be eligible for re-election. Mr.
Mui, Mr. Chung and Mr. Hui have agreed to offer himself for re-election at the
forthcoming annual general meeting of the Company. Pursuant to the Article
108 of the Company’s Articles of Association, Mr. Tony Yuen, Ms. Pauline
Yuen, Ms. Danielle Sun and Mr. Joseph Yam shall retire from office as
Directors by rotation at the forthcoming annual general meeting. Mr. Tony
Yuen, Ms. Pauline Yuen, Ms. Danielle Sun and Mr. Joseph Yam, being eligible,
have agreed to offer themselves for re-election at the forthcoming annual
general meeting.

DIRECTORS’ SERVICE CONTRACTS AND LETTERS OF
APPOINTMENT

Each of our executive Directors has entered into a service agreement with our
Company for an initial term of three years with effect from the Listing Date,
which will continue thereafter until terminated by not less than three months’
prior notice in writing.

The non-executive Director has entered into a letter of appointment with the
Company for a period of three years with effect from the Listing Date, unless
and until it is terminated by not less than three months’ prior notice in writing.

Each of the independent non-executive Directors has entered into a letter of
appointment with the Company for a period of three years with effect from the
Listing Date, unless and until it is terminated by not less than three months’
prior notice in writing.

No director proposed for re-election at the forthcoming annual general
meeting has a service contract which is not determinable by the Group within
one year without payment of compensation, other than statutory
compensation.
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DIRECTORS’ MATERIAL INTERESTS IN
TRANSACTIONS, ARRANGEMENTS AND CONTRACTS
THAT ARE SIGNIFICANT IN RELATION TO THE
COMPANY’S BUSINESS

Save for disclosed in note 37 to the consolidated financial statements, no
significant transactions, arrangements and contracts of significance in relation
to the Group’s business to which the Company’s subsidiaries was a party and
in which a director of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the year.

BIOGRAPHIES OF DIRECTORS AND SENIOR
MANAGEMENT

Biographical details of the directors of the Company and the senior
management of the Group are set out on page 12 to 19 of the annual report.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by the
Remuneration Committee on the basis of their merit, qualifications and
competence.

The emoluments of the Directors of the Company are decided by the
Remuneration Committee, having regard to the Company’s operating results,
individual performance and comparable market statistics.

REMUNERATION OF DIRECTORS AND FIVE
INDIVIDUALS WITH HIGHEST EMOLUMENTS

Details of the emoluments of the Directors and five individuals with highest
emoluments are set out in note 13 to the consolidated financial statements.

RETIREMENT BENEFIT SCHEME
Details of the retirement benefit scheme of the Group are set out in note 16 to
the consolidated financial statements.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY OR
ANY ASSOCIATED CORPORATION

As at 31 March 2018, the interests and short positions of the Directors and
chief executive of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (“SFO”)), which
were required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions in which they were taken or deemed to have under such
provisions of the SFO) or which were required pursuant to Section 352 of the
SFO to be entered in the register referred to therein, or which were required to
be notified to the Company and the Stock Exchange pursuant to Rules 5.46
to 5.67 of the GEM Listing Rules were as follows:

Long positions
Ordinary shares of the Company

EERBRETRAEBREQAREMEREE
Bkt - HRROREEENERRLR

R2018F3A31H ARFREERFETHAERARAA
NEREER(TEAFBF LIPS ((RERBEMRH])
EXVED) D - ABEARND REFT - BEREESFRHE
1EBIZEXVEDSE 7 5B 8 0 ERE M A D 7] KB X ATy fa] H
RS A R (BEESREFS KPS RGBSR
ARRERBOREIAR)  REFHFRBEKHE
352 16 78 50 8% 1E +% 16 ST FT ikt % 70 it P B (] L A 25 50K
B HIBEGEM t TR A F5.46 2567 FBMEARRNT R
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EN|

IS

B

Percentage of

Number of the Company’s
shares issued share
Name Capacity and nature of interest (note 1) capital
RHOHE (HEARERIT
=18 B RERME (Mfat1) REZBEDHE
Mr. Yuen Kwok Wai, Tony (“Mr. Tony Yuen”) Interest of controlled corporation 366,000,000 (L) 45.75%
(note 2)
FrElfE S 4 ([Be B @ e 1) (fiat2) A E R
Ms. Yuen Mei Ling, Pauline (“Ms. Pauline Yuen”) Interest of controlled corporation 366,000,000 (L) 45.75%
(note 2)
it (xR L) (Mit2) RESEE R
Notes: Hiet -
1. The letter “L” denotes a long position in the shareholder’s interest in the share 1. B FH (L] RABRFERAABRARE LT A
capital of the Company.
2. Delighting View Global Limited (“Delighting View”) directly holds 366,000,000 2. Delighting View Global Limited ([ Delighting View |) B #5745

Shares. As Delighting View is beneficially owned as to 85% and 15% by Mr. Tony
Yuen and Ms. Pauline Yuen respectively and Mr. Tony Yuen and Ms. Pauline Yuen
are parties acting in concert, each of Mr. Tony Yuen and Ms. Pauline Yuen is
deemed to be interested in all the Share held by Delighting View under the SFO.

Save as disclosed above, as at the date of this Report, none of the Directors
and chief executive of the Company or their associates (as defined in the GEM
Listing Rules) had any interests or short positions in any shares, underlying
shares or debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) which were required to be notified
to the Company and the Stock Exchange pursuant to Divisions 7 ad 8 of Part
XV of the SFO (including interests or short positions which each of them has
taken or deemed to be taken under the provisions of the SFO); or which were
required, pursuant to Section 352 of the SFO, to be entered into the register
referred to therein; or which were required, pursuant to Rules 5.46 and 5.67 of
the GEM Listing Rules to be notified to the Company and the Stock Exchange.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN THE
SHARES AND UNDERLYING SHARES OF THE
COMPANY

As at 31 March 2018, so far as is known to the Directors, the following
persons, not being Directors or chief executive of the Company had, or were
deemed to have, interests or short position in the shares or underlying shares
which would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO; or which were recorded in the register
required to be kept by the Company under Section 336 of the SFO; or who is
directly or indirectly, to be interested in 5% or more of the nominal value of any
class of share capital carrying rights to vote in all circumstances at general
meetings of the Company:

Long positions
Ordinary shares of the Company

FERREEMALTREDTRG REER D
MERERRR

R2018F3 A31 H  BEEMMZE - THIAL(LFFEERER
AN E'éﬁﬂl/\%i)EW%T@&*HF%H&@EPT%ﬁi%ﬂﬁi#%
BIREES L EEOIEXVEE2 R 37 EHESRRAAR
BEREORRIAR  RACHEREARARREZSLME Im1§ll
EIB6IEMEFEERMMERIAR  REHKEEEFH
SREMNERER TSR ERABNRRARES LRRMER
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Percentage of

Number of the Company’s

shares issued share

Name Capacity and nature of interest (note 1) capital

RHHE (HAEAREBRIT

=18 SO RERME (Mfat1) RAEzHDE

Delighting View (note 2) Beneficial owner 366,000,000 (L) 45.75%
Delighting View (#5+2) EnEAA

Super Arena Limited (“Super Arena”) (note 3) Beneficial owner 234,000,000 (L) 29.25%
Super Arena Limited ([ Super Arena ) (4171 3) EREAA

Mr. Kor Sing Mung, Michael (“Mr. Kor”) (note 3) Interest of controlled corporation 234,000,000 (L) 29.25%

Kor Sing Mung Michael 5t 4 ([Kor 584 |) (fi1333)  S4EHEABE#E=

Notes:

1. The letter “L” denotes a long position in the shareholder’s interest in the share
capital of the Company.

2. As Delighting View is beneficially owned as to 85% and 15% by Mr. Tony Yuen
and Ms. Pauline Yuen respectively and Mr. Tony Yuen and Ms. Pauline Yuen are
parties acting in concert, each of Mr. Tony Yuen and Ms. Pauline Yuen is deemed
to be interested in all the Shares held by Delighting View under the SFO.

3. Super Arena directly holds 234,000,000 Shares. As Super Arena is beneficially
owned as to 70% by Mr. Kor, Mr. Kor is deemed to be interested in all the Shares
held by Super Arena under the SFO.

Save as disclosed above, as at the date of this Report, the Directors are not
aware of any other person, other than Directors and the chief executive of the
Company who had, or was deemed to have, interests or short positions in the
shares or underlying shares of the Company which would fall to be disclosed
to the Company under the provisions of Divisions 2 and 3 of Part XV of the
SFO or, which were recorded in the register required to be kept by the
Company under Section 336 of the SFO; or who is directly or indirectly, to be
interested in 5% or more of the nominal value of any class of share capital
carrying rights to vote in all circumstances at general meetings of the
Company or options in respect of such share capital.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the paragraphs headed “DIRECTORS’ AND CHIEF
EXECUTIVES’ INTERESTS AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATIONS” and “SHARE OPTION SCHEME” in this
report, and save for the reorganisation and the capitalisation issue as
explained in the Prospectus, at no time during the year ended 31 March 2018
was the Company, or any of its subsidiaries or its parent company a party to
any arrangements to enable the Directors and Chief Executives (including their
respective spouse and children under 18 years of age) to acquire benefits by
means of the acquisition of shares or underlying shares in, or debentures of,
the Company or any of its associated corporation.

SHARE OPTION SCHEMES

The share option scheme of the Company (the “Scheme”) was adopted
pursuant to a resolution passed by the Company’s shareholders on 18
January 2018 for the primary purpose is to attract, retain and motivate
talented participants, to strive for future developments and expansion of the
Group. Eligible participants of the Scheme include any employees, any
executives Directors, non-executive Directors (including independent non-
executive Directors), advisors, consultants of the Company or any of its
subsidiaries.

The Scheme will remain valid and effective for a period of 10 years
commencing on the date on which the Scheme is adopted, after which period
no further share options will be granted but the provisions of the Scheme shall
in all other respects remain in full force and effect and share options which are
granted during the life of the Scheme may continue to be exercisable in
accordance with their terms of issue. The principal terms of which were
summarised in the paragraph headed “Share Option Scheme” in Appendix IV
to the Prospectus. No share options have been granted, exercised, expired,
cancelled or lapsed under the Scheme since its adoption.

EQUITY-LINKED AGREEMENTS

Save and except for the Scheme as disclosed in the paragraph headed
“SHARE OPTION SCHEME” above, no equity-linked agreement that (i) will or
may result in the Company issuing shares or (i) requires the Company to enter
into any agreement that will or may result in the Company issuing shares, was
entered into by the Company during the year ended 31 March 2018 or
subsisted at the end of the year.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

At no time during the year was the Company or any of its subsidiaries or fellow
subsidiaries, a party to any arrangements to enable the Directors to acquire
benefits by means of the acquisition of shares in, or debentures of, the
Company or any other body corporate.
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MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or
any substantial part of the business of the Company were entered into or
existed during the year.

EEEN
R ARTER BRI MEARD EHHERRITR
THRETSI AT K -

MAJOR CUSTOMERS AND SUPPLIERS FEREFRMERS
Sales Purchases
HE B
The largest customer BAREF 72% N/ANE
Five largest customers in aggregate AREFEE 27.3% N/ATE A
The largest supplier SAMERE N/A 7~ 41.4%
Five largest suppliers in aggregate AR EEAE N/A 7N 80.6%

None of the Directors, their close associates or any shareholders (which to the
knowledge of the Directors owned more than 5% of the Company’s share
capital) had any interest in the Group’s five largest customers or suppliers.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

During the year ended 31 March 2018, to the best of knowledge of the
Directors, there was no material breach of or non-compliance with the
applicable laws and regulations by the Group that has a significant impact on
the businesses and operations of the Group.

DISCLOSURES UNDER RULES 17.22 TO 17.24 OF THE
GEM LISTING RULES

As at 31 March 2018, the Group had no circumstances which would give rise
to a disclosure obligation under rules 17.22 to 17.24 of the GEM Listing Rules.

ENVIRONMENTAL POLICIES AND KEY RELATIONSHIP
WITH EMPLOYEES

Discussion on the Group’s environmental policies and key relationship with
employees is set out in the section headed “ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT” from pages 20 to 32 of this report.

CONFIRMATION OF INDEPENDENCE

The Company has received annual confirmation of independence from each of
the independent non-executive Directors pursuant to the requirement of rule
5.09 of the GEM Listing Rules. The Company considers all independent non-
executive Directors to be independent.

RELATED PARTY TRANSACTIONS
Details of the related party transactions of the Group are set out in note 37 to
the consolidated financial statements.

CONNECTED TRANSACTIONS

The Company has entered the tenancy agreement between Global
Technology Corporation Limited as the landlord and Solution Expert
Technology Limited as the tenant constitutes a connected transaction. Details
of the above tenancy agreement of the Group are set out in note 37 to the
consolidated financial statements.
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EVENTS AFTER THE REPORTING PERIOD

The Company announced that the headquarters and principal place of
business of the Company in Hong Kong is changed to Unit A, 6/F, TLP132,
Nos. 132-134 Tai Lin Pai Road, Kwai Chung, New Territories, Hong Kong.
Details of the above are set out in the Company’s announcement dated 1
June 2018.

COMPETING INTERESTS

During the year ended 31 March 2018, none of the Directors, the controlling
shareholders of the Company and their respective associates (as defined in
the GEM Listing Rules) as at 31 March 2018 had any interest in any business
which competes or is likely to compete, directly or indirectly, with the business
of the Group or any other conflicts of interest with the Group.

DEED OF NON-COMPETITION

Each of Mr. Tony Yuen, Ms. Pauline Yuen and Delighting View (the
“Covenantors”), being the controlling shareholders of the Company, has
entered into the deed of non-competition (the “Deed of Non-competition”)
pursuant to which each of the Covenantors has, among other things,
irrevocably and unconditionally undertaken with the Company (for itself and as
trustee for its subsidiaries), on a joint and several basis, that at any time during
the period commencing on the Listing Date and expiring on the earlier of (i) the
date upon which the Shares cease to be listed on the Stock Exchange; or (i)
the date upon which the Covenantors and their close associates cease to own
30% or more of the then issued share capital of the Company directly or
indirectly, such Covenantor shall not, and shall procure that neither their
respective close associates nor companies controlled by the Covenantors
(other than the members of the Group) will (i) directly or indirectly, be interested
in or involved in or engaged in or acquire or hold any right or interest (in each
case whether as a director or shareholder (other than being a director or
shareholder of any member of the Group)) in any form of business, including
but not limited to any joint venture, alliance, cooperation, partnership which
competes or is likely to compete directly or indirectly with the Group’s
business in any area in which the Group carries or may carry on business (the
“Restricted Activity”) from time to time; nor provide support in any form to
persons other than the members of the Group to engage in business that
constitutes or may constitute direct or indirect competition with the businesses
that the Group is currently and from time to time carrying on; (i) solicit any
existing employee of the Group for employment by him/her/it or his/her/its
close associates or companies controlled by him/her/it; and (i) without the
consent of the Company, make use of any information pertaining to the
business of the Group which may have come to his/her/its knowledge for any
purpose of engaging, investing or participating in any Restricted Activity. Such
non-competition undertaking does not apply to holding shares of a company
which conducts or is engaged in any Restricted Activity provided that, such
shares are listed on a recognised stock exchange and: (a) the total number of
the shares held by the Covenantors and/or their respective close associates (in
aggregate) does not amount to more than 5% of the issued shares of such
company; and (b) the Covenantors and/or their respective close associates
are not entitled to appoint a majority of the directors or management of that
company. Details of the Deed of Non-competition have been disclosed in the
Prospectus under the section headed “Relationship with the Controlling
Shareholders”.
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The independent non-executive Directors have reviewed the Annual
Confirmation as part of the annual review process. In determining whether the
Covenantors had fully complied with the Deed of Non-competition for the year
ended 31 March 2018, the independent non-executive Director noted that (a)
the Covenantors declared that they had fully complied with the Deed of Non-
competition for the year ended 31 March 2018; (b) no new competing
business was reported by the Covenantors for the year ended 31 March 2018,
and (c) there was no particular situation rendering the full compliance of the
Deed of Non-competition being questionable. In view of the above, the
independent non-executive Directors confirmed that the Deed of Non-
competition was complied with by the Covenantors for the year ended 31
March 2018.

On 30 November 2015, Mr. Yuen Jackson Kwok Leung has also entered into
a deed of non-competition with the Company, pursuant to which Mr. Yuen
Jackson Kwok Leung has made similar undertakings to the Company as
those given by the controlling shareholders of the Company under the Deed of
Non-competition.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the
knowledge of the directors, at least 25% of the Company’s total issued share
capital was held by the public as at the date of this report.

CORPORATE GOVERNANCE
The Company’s corporate governance report is set out on pages 33 to 52 of
this annual report.

INTERESTS OF THE COMPLIANCE ADVISER

As at the date of this annual report, save and except for (i) the participation of
Ample Capital Limited (the “Compliance Adviser”) as the sponsor and Ample
Orient Capital Limited as one of the underwriters and joint lead managers in
relation to the Listing; and (i) the compliance adviser’s agreement entered into
between the Company and the Compliance Adviser dated 25 January 2018,
neither the Compliance Adviser, nor any of its directors, employees or close
associates (as defined in the GEM Listing Rules) had any interests in the
securities of the Company or any other companies of the Group (including
options or rights to subscribe for such securities) which is required to be
notified to the Company pursuant to rule 6A.32 of the GEM Listing Rules.

AUDITORS
A resolution to re-appoint World Link CPA Limited as auditors of the Company
will be proposed at the forthcoming annual general meeting.
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ANNUAL GENERAL MEETING

The 2018 AGM will be held at Unit A, 12th Floor, Mai Sik Industrial Building,
1-11 Kwai Ting Road, Kwai Chung, New Territories, Hong Kong on Monday,
13 August 2018 at 11:00 a.m. and a notice of the 2018 AGM will be published
and despatched in due course.

ON BEHALF OF THE BOARD

Yuen Kwok Wai, Tony
Chairman

Hong Kong
22 June 2018
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Independent Auditor’s Report
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CPA Limited

TO THE SHAREHOLDERS OF
PRIME INTELLIGENCE SOLUTIONS GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Prime Intelligence
Solutions Group Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 70 to 131, which comprise the
consolidated statement of financial position as at 31 March 2018, and the
consolidated statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated statement of
cash flows for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view
of the consolidated financial position of the Group as at 31 March 2018, and
of its consolidated financial performance and its consolidated cash flows for
the year then ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) and have been properly prepared in compliance
with the disclosure requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (‘HKSAs”) issued by the HKICPA. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit
of the Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with the HKICPA’s Code of Ethics
for Professional Accountants (the “Code”), and we have fulfilled our other
ethical responsibilities in accordance with the Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.
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KEY AUDIT MATTERS
Key audit matters are those matters that, in our professional Judgement, were — [Eg42 5242 5518 A48 15 Tx (75 0 22 28 H 47 Y R BRS 42 A B S R %
of most significance in our audit of the consolidated financial statements of the gyl g AFEMNEIE « LEEBR R FIELBEEA K

BREXEE

IERZ)

current period. These matters were addressed in the context of our audit of  sp=p oy = apEE® . FRET YL S SEIZME

the consolidated financial statements as a whole, and in forming our opinion VB - RIEET () FEMEERES &) RAE

thereon, and we do not provide a separate opinion on these matters. We have

EER ETHRAX AR AREEENFRERSEE -

determined (i) the valuation and allowance of inventories; and (ii) the
recognition of expenses for the initial listing of the Group to be the key audit
matters to be communicated in our report:

Key Audit Matter

How our audit addressed the Key Audit Matter

BREXEE BRELEEEEXPNAEE

() Valuation and allowance of inventories

() FEHEEREE
Refer to significant accounting policies in note 4(f), critical
judgement and estimates in note 5(d) and its relevant
disclosures in note 19 to the consolidated financial
statements.
B EIERER N 40 E ZS51BUE - M5t 5() B8
BTN T Z (G5 R I 19891 R 15 55 18 -
The Group had inventories with net carrying amount of Our procedure in relation to net realisable value determination as
approximately HK$18,919,000 as at 31 March 2018 (after well as impairment assessment of inventories carried out by the
related allowance of approximately HK$217,000 provided as management included:
at 31 March 2018). The carrying amount of inventories EEEHAEREERRNAIERFEETUARGEERETHH
contributed a significant part (17.1%) of the Group’s total BreiE:
current assets as at 31 March 2018.
M2018F3A31H » E5EHAERMEEL 18,919,000 —  Reviewed the ageing of inventory;
TEFEE(EMBRMN2018F3 A31 Bt M H BB &L -  BEREERE:
217,000 L&) - FEMRMEN BEER201843 A
STEMRBEERE—RHD (17.1%) ° —  Identifying and assessing aged and obsolete items of

inventory while attending the physical inventory count;

The Group operates in an industry where technological — 2HTRGFESRERE  FAIKTEZERREFEIES
development may significantly affect the valuation of
inventories as its products would become slow-moving or — Assessed the Group’s internal control over the inventory
obsolete when products with new technology emerge. provision in particular the Group’s policy on allowance for
wR BEEELEMETENEE  MRERGHFEMR slow-moving and obsolete inventories;
BEELBRELZE EHNBRERERE  HEQEBHIE — WA BESEUTEREORIEG - LHEE EXEY
S - TEiH IR ET B BEEUR
The estimation of the net realisable value of these inventories — Assessing the appropriateness and reasonableness of the
requires management to make judgements based on these methodologies adopted by the management in determining
inventories’ ages, obsolescence, future usage plan, the net realisable value for those slow-moving items of
estimated net selling prices as well as inventory disposal inventory; and
plans. Actual sales or usages are likely to be different from — TMEEEERNWETZESETEEE IERFENTE
those estimated or forecast since anticipated events JEBEEREEE &
sometimes do not occur as expected and unforeseen events
may arise, and their impact on estimates and forecasts may — Challenging the appropriateness and reasonableness of
be material. management’s assumption by performing sensitivity
EREAENZEFENRK - RERE - RRARTSE analysis on possible future consumption/sales of slow-
HEFEBURTELETEEL HE - WEHZETE moving items of inventory.
WA EE - EREEARRA pLEZ S ATk Fa A —  FERYANHTFEEENEBERICERE HEETHRES
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Key Audit Matter
BREREE

How our audit addressed the Key Audit Matter
BRERBEEERPNMEE

() Recognition of expenses for the initial listing of
the Group
() #R BXEEEXLTHEX.

Refer to significant accounting policies in note 4
and critical judgment and estimates in note 5 to the
consolidated financial statements.
BSHEE B REN T4 EESTBRER ML 5 BHRH B
REZEq -

Relevant costs incurred for the initial listing of the shares of
the Company are allocated and classified among (i) profit or
loss as listing expenses; and (ii) equity as a reduction of
share premium, on the basis that whether the costs are (j)
costs for the Company to obtain the listing status or (ii)
incremental costs for the Company to raise additional funds
from the issue of new shares, respectively. Such allocation of
the costs involved significant judgement of the management.
During the year ended 31 March 2018, costs attributable to
obtaining the listing status of approximately HK$12,238,000
were charged to profit or loss.

ERRRMDER ETAEENHBAXRTRKAES R
) BERRAESE T MESENKAL[) BARAE
THRNEETIINESMEENEEREAZ EE - HhlE
DEERHREE () B (FER LM K (i) #am (VORI G5
BE)  MEKAN DY R ERERE G - B ZE2018
FIABIBLEFE REFSETHUMTEENKELD
12,238,000 LB EF A B ©

\

N

We have identified the above matter as a key audit matter
because the classification and allocation of relevant costs
incurred involves a significant degree of management
judgement and therefore is subject to a significant inherent
risk of error.

EEE B LM FEERRARESEE  BARBAKAN
PERDEPREREEEAL FALFEEREFRK
[EB o
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We enquired of the management on the bases of classification
and allocation for the relevant costs and assessed the
reasonableness of these bases with reference to applicable
accounting standards and guidelines. We checked samples of
listing expense items incurred for the initial listing of the shares of
the Company to invoices and agreements to confirm the natures
of the items and checked whether these items have been
correctly allocated and classified according to bases determined
by the management.
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OTHER INFORMATION

The directors are responsible for the Other Information. The Other Information
comprises all of the information included in the Company’s annual report other
than the consolidated financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the Other
Information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our
responsibility is to read the Other Information and, in doing so, consider
whether the Other Information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated. If, based on the work we have performed,
we conclude that there is a material misstatement of this Other Information,
we are required to report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The Audit Committee assists the directors in discharging their responsibilities
for overseeing the Group’s financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. We report our opinion solely to you, as a body, and
for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with HKSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.
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Independent Auditor’s Report
B A% BLAD ¥R

As part of an audit in accordance with HKSAs, we exercise professional

Judgement and maintain professional skepticism throughout the audit. We

also:

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

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

Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made
by the directors.

Conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the
related disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’'s
report. However, future events or conditions may cause the Group to
cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee, among other matters, the
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any significant deficiencies in internal control that we identify during our audit. RIGHEBEZE S FETER
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Independent Auditor’s Report
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We also provide the Audit Committee with a statement that we have complied
with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with the Audit Committee, we determine
those matters that were of most significance in the audit of the consolidated
financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be communicated
in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such
communication.

World Link CPA Limited

Certified Public Accountants

Lo Ka Ki

Audit Engagement Director

Practising Certificate Number: PO6633

5/F., Far East Consortium Building,
121 Des Voeux Road Central,
Hong Kong

Hong Kong, 22 June 2018
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

mEEEREMZEIER

For the year ended 31 March 2018
BEZZT—\F=ZA=1+—HLFE

2018 2017
2018 20174
Note HK$’000 HK$'000
Hat FERT FHET
Revenue = 8 71,063 63,522
Cost of sales SHEE R A (29,016) (25,505)
Gross profit ER 42,047 38,017
Other income EAA 9 230 94
Selling and distribution costs SHE R KA (5,121) (4,826)
Administrative expenses TR (29,645) (16,715)
Profit from operation RELE BT 7,511 16,570
Finance costs B kAR 10 (75) (142)
Profit before tax BR B AT R 11 7,436 16,428
Income tax expense FrisBiF sz 12 (3,222) (2,904)
Profit for the year FERER 4,214 13,524
Other comprehensive income for the year, FREMDEIKRE  HIKRHE :
net of tax:
Item that may be reclassified to profit or loss: BJREEZ B R E#IBE -
Exchange differences on translating foreign BERINERRT ZEN =5
operations 690 (400)
Total comprehensive income for the year AAREEAEEFARGSETE
attributable to the owners of the Company 4,904 13,124
Earnings per share (cents) FBRER (L)
— Basic and diluted — EARREE 15 0.67 2.25
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Consolidated Statement of Financial Position

e BRI R

At 31 March 2018
R-ZT—NF=A=+—H

2018 2017
2018 20174
Note HK$’000 HK$'000
Hat FHET FHET
Non-current assets FRBEE
Property, plant and equipment WME - WE MK 17 1,036 937
Intangible assets BEAE 18 168 216
1,204 1,153
Current assets REBEE
Inventories FE 19 18,919 17,120
Trade receivables B 5 WA 20 12,354 10,742
Other receivables, prepayments and deposits Hi el IE - TERFERES 21 2,444 5,638
Bank and cash balances RITRRSER 22 76,837 12,218
110,554 45,718
Current liabilities REBAE
Trade payables & SR 30E 23 2,377 2,132
Other payables, deposits received and Hip A FIE - BEldES
accrued expenses KETEA 24 5,663 3,903
Deferred income IRFEUA 25 3,595 4,447
Bank borrowings RITER 26 - 1,450
Finance lease payables BEREREMNFE 27 = 44
Current tax liabilities ENEARIE A& 1,174 442
12,809 12,418
Net current assets REBEEFE 97,745 33,300
Total assets less current liabilities BEERABEE 98,949 34,453
Non-current liabilities FREBEE
Deferred income REWA 25 134 224
NET ASSETS EEFE 98,815 34,229
Capital and reserves EXRH#E
Share capital A% A 29 8,000 =
Reserves & 31 90,815 34,229
TOTAL EQUITY R 98,815 34,229
Represents amount less than HK$1,000 * 1B 1,000 7T
Approved and authorised for issue by the Board of Directors on 22 June 2018. A 20184 6 A 22 A E B & H i R TIE o
Yuen Kwok Wai, Tony Yuen Mei Ling, Pauline
e B 12 22
SRR EEARAT / £ 2018 71




Consolidgted Statement of Changes in Equity
mERRBHR

For the year ended 31 March 2018
BEZZT—\F=ZA=1+—HLFE

Attributable to the owners of the Company

KDREEAER
Foreign
currency
Share Share Merger Legal translation Retained Total Total
capital premium reserve reserve reserve profits reserve equity
(note 31(c)(i) (note 31(c)fii)) (note 31(c)fiii) (note 31(c)(iv))
BA RGEE  AORE EERE MERERE  REEN BgE Y43
(W 31(c)) (Wt 31ic)ip) (W 31(c)in) (s 31(c)y)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FEL TEL FEL FEL TEL FEL TEn
At 1 April 2016 R2016F4 /18 = - 17,079 12 (288) 12,302 29,105 29,105
Dividend paid BRRE - - - - - (8,000) (8,000) (8,000)
Total comprehensive income A2 N4
for the year - - - - (400) 13,524 13,124 13,124
Changes in equity for the year ~ FRERE - - - - (400) 5,524 5,124 5,124
At 31 March 2017 and 2017E3A31A R
1 April 2017 201754818 = - 17,079 12 (688) 17,826 34,229 34,229
Share capitalisation (note 29(b)) B3 &4t (3 291) 6,000 (6,000) - - - - (6,000) =
Issue of new shares under ~ BERGBERTHRE
the share offer (note 29c))  (#f:£29(c)) 2,000 68,000 - - - - 68,000 70,000
Cost of issuing new shares ~ BERHBRERT
under the share offer FRAOEE - (10,318) - - - - (10,318) (10,318)
Total comprehensive income FRZHEHUGBHEE
for the year - - - - 690 4214 4,904 4,904
Changes in equity for the year X %5 8,000 51,682 - - 690 4214 56,586 64,586
At 31 March 2018 R2018E3A31H 8,000 51,682 17,079 12 2 22,040 90,815 98,815
* Represents amount less than HK$1,000 * IESEAA,0008 T
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Consolidated Statement of Cash Flows

RERERER

For the year ended 31 March 2018
BEZZT—\F=ZA=1+—HLFE

2018 2017
2018 F 20174
Note HK$’000 HK$'000
et FHET FET
CASH FLOWS FROM OPERATING ACTIVITIES K& EZEHBRERE
Profit before tax B AR AR F 7,436 16,428
Adjustments for: BT SIBELFE
Interest income FBUA (4) ©)]
Amortisation B 48 27
Depreciation e 589 418
Finance costs B RS AR AN 75 142
(Reversal of allowance)/allowance for inventories & (BEREm) B (99) 316
Gain on disposals of property, plant and equipment HEYZE « FE k& E R (212) (67)
Write off of property, plant and equipment WM - BB kR - 2
Operating profit before working capital changes LEESEBASEEF 7,833 17,263
Increase in inventories FEEAN (981) (5,967)
Increase in trade receivables B 5 R GRIBE (1,447) (2,185)
Decrease in other receivables, prepayments H e IE - B FRIE
and deposits Rig&md 3,243 677
(Decrease)/increase in trade payables B S EMAFIECHA), /N (68) 787
Increase in other payables, deposits received HAbpEMAFIE - BRE R
and accrued expenses FESHE B 2,187 256
(Decrease)/increase in deferred income EEWA CR A /&0 (1,392) 1,000
Cash generated from operations KERBHRE 9,375 11,831
Finance lease charges paid ENmEREER - (4)
Hong Kong Profits Tax paid BENEBFEH (2,435) (3,320)
Macao Complementary Tax paid BRI SR T R (55) (239)
Interest paid BAFLE (75) (138)
Net cash generated from operating activities KEEBAMTSHREFHE 6,810 8,130
CASH FLOWS FROM INVESTING ACTIVITIES BRETBHRESRE
Purchases of property, plant and equipment BEYWE  BERERE (687) (1,002)
Additions to capitalised software costs NB BB AR - (78)
Proceeds from disposals of property, plant HEME BEK
and equipment BEFTISEUR 212 67
Interest received B U FLE 4 3
Net cash used in investing activities BEEESFTAIR S FE (471) (1,010
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Consolidated Statement of Cash Flows

MERERER

For the year ended 31 March 2018
BEZZT—\F=ZA=1+—HLFE

2018 2017
2018 20174
Note HK$’000 HK$'000
Hat FET FAET
CASH FLOWS FROM FINANCING ACTIVITIES ®BEZERLSKE
Import/export loans raised BESEHOER 2,148 6,753
Repayments of import/export loans BEEFOER (3,598) (8,037)
Repayments of finance lease payables EERERSEMNR (44) (116)
Repayments from directors EEEX = 159
Dividends paid to the then equity holders BB EPNGI i
of a subsidiary BHAZMNRE - (5,165)
Dividends paid to the equity holders MARREZFEAZMRE
of the Company - (8,000)
Decrease in amount due from a corporate FEU — & AR FKIBR S
shareholder = 4
Proceeds from new shares issued under RIER D B ERITHAR MDA
the share offer PS8 70,000 -
Cost of issuing new shares under the share offer RIERR 1D 3 & 31T H AR D B A AR (10,318) -
Net cash from/(used in) financing activities BESEEAE(FTA) REF5E 58,188 (14,402)
NET INCREASE/(DECREASE) IN CASH ReRBESSEWHM
AND CASH EQUIVALENTS (R) B8 64,527 (7,282)
Effect of foreign exchange rate changes [ERBEHFE 92 (64)
CASH AND CASH EQUIVALENTS FANRERBRESEEY
AT BEGINNING OF YEAR 12,218 19,564
CASH AND CASH EQUIVALENTS ERNRERBLEEY
AT END OF YEAR 76,837 12,218
ANALYSIS OF CASH AND CASH EQUIVALENTS BHERREESEYN DM
Bank and cash balances RITRIBE 22 76,837 12,218
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Notes to the Financial Statements

PSR B AE

For the year ended 31 March 2018
BEZZT—\F=ZA=1+—HLFE

1.

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands as an exempt
company with limited liability under the Companies Law (as revised) of
the Cayman Islands on 16 October 2015. The address of its registered
office is P.O. Box 1350, Clifton House, 75 Fort Street, Grand Cayman,
KY1-1108, Cayman Islands. Subsequent to the end of reporting period,
the address of its principal place of business has been changed from
Unit 1, 13/F, Asia Trade Centre, 79 Lei Muk Road, Kwai Chung, New
Territories, Hong Kong to Unit A, 6/F TLP132, Nos. 132-134 Tai Lin Pai
Road, Kwai Chung, New Territories, Hong Kong. The Company’s
shares are listed on the GEM of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) since 14 February 2018 (the “Listing”).

The Company is an investment holding company. The principal activities
of its subsidiaries are sales of biometrics identification devices and other
devices and accessories and provision of auxiliary and other services.

GROUP REORGANISATION AND BASIS OF
PREPARATION

Pursuant to the group reorganisation as more fully explained in “History,
Development and Reorganisation — Reorganisation” in the prospectus
dated 30 January 2018 issued by the Company (the “Group
Reorganisation”), the Company became the holding company of the
companies now comprising the Group on 10 November 2015. As the
Group Reorganisation involved only the insertion of new holding
companies at the top of the existing group and did not result in any
change in economic substance, the consolidated financial statements
have been prepared as a continuation of the existing group using the
principles of merger accounting in accordance with Accounting
Guideline 5 “Merger Accounting for Common Control Combinations”
issued by the Hong Kong Institute of Certified Public Accountants (the
“HKICPA”).

These consolidated financial statements have been prepared in
accordance with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs”), which in collective term includes Hong Kong
Financial Reporting Standards, Hong Kong Accounting Standards
(“HKASs”) and Interpretations issued by the HKICPA and accounting
principles generally accepted in Hong Kong. These consolidated
financial statements also comply with the applicable disclosure
provisions of the Rules Governing the Listing of Securities on the GEM
of the Stock Exchange (the “GEM Listing Rules”) and with the
disclosure requirements of the Hong Kong Companies Ordinance (Cap.
622). Significant accounting policies adopted by the Group are
discussed below.
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For the year ended 31 March 2018
BEZZT—\F=ZA=1+—HLFE

2,

76

GROUP REORGANISATION AND BASIS OF
PREPARATION (continued)

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

financial statements.

ADOPTION OF NEW AND REVISED HKFRSs

(@)

(b)

Application of new and revised HKFRSs

The HKICPA has issued a number of new and revised HKFRSs
that are first effective for annual periods beginning on or after 1
April 2017. Among these, the following new and revised HKFRSs
is relevant to the Group.

Amendments to HKAS 7 Statement of Cash Flows: Disclosure
Initiative

The amendments require entities to provide disclosure of
changes in their liabilities arising from financing activities,
including both changes arising from cash flows and non-cash
changes (such as foreign exchange gains or losses). The Group
has provided this information in note 34(b) to the consolidated
financial statements.

New and revised HKFRSs in issue but not yet
effective

The Group has not early applied new and revised HKFRSs that
have been issued but are not yet effective for the financial year
beginning 1 April 2017. These new and revised HKFRSs include
the following which may be relevant to the Group.
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HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts
with Customers
HKFRS 16 Leases

HK(IFRIC) 23 Uncertainty over Income
Tax Treatments
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Notes to the Financial Statements

PSR B AE

For the year ended 31 March 2018
BEZZT—\F=ZA=1+—HLFE

3. ADOPTION OF NEW AND REVISED HKFRSs
(continued)

(b)

New and revised HKFRSs in issue but not yet
effective (continued)

The Group is in the process of making an assessment of what
the impact of these amendments and new standards is expected
to be in the period of initial application. So far the Group has
identified some aspects of the new standards which may have a
significant impact on the consolidated financial statements.
Further details of the expected impacts are discussed below.
While the assessment has been substantially completed for
HKFRS 9 and HKFRS 15, the actual impacts upon the initial
adoption of the standards may differ as the assessment
completed to date is based on the information currently available
to the Group, and further impacts may be identified before the
standards are initially applied in the Group’s interim financial
report for the six months ending 30 September 2018. The Group
may also change its accounting policy elections, including the
transition options, until the standards are initially applied in that
interim financial report.

HKFRS 9 Financial Instruments

HKFRS 9 will replace HKAS 39 Financial Instruments:
Recognition and Measurement. HKFRS 9 introduces new
requirements for classification and measurement of financial
assets, new rules for hedge accounting and a new impairment
model for financial assets.

HKFRS 9 is effective for annual periods beginning on or after 1
January 2018 on a retrospective basis. The Group plans to adopt
the new standard on the required effective date and will not
restate comparative information.

Based on an analysis of the Group’s financial assets and financial
liabilities as at 31 March 2018 on the basis of the facts and
circumstances that exist at that date, the directors of the
Company have assessed the impact of HKFRS 9 to the Group’s
consolidated financial statements as follows:
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3.

78

ADOPTION OF NEW AND REVISED HKFRSs
(continued)

New and revised HKFRSs in issue but not yet
effective (continued)

(@)

HKFRS 9 Financial Instruments (continued)

Classification and measurement

HKFRS 9 contains three principal classification categories
for financial assets: measured at amortised costs, fair
value through profit or loss and fair value through other
comprehensive income. Classification is driven by the
entity’s business model for managing the debt instruments
and their contractual cash flow characteristics.

Based on the preliminary assessment, the Group does not
expect the adoption of HKFRS 9 will have significant
impact on the classification and measurement of its
financial assets. The Group expects that its financial assets
currently measured at amortised cost will continue with
their classification and measurements upon the adoption
of HKFRS 9.

Impairment

The new impairment model in HKFRS 9 replaces the
“incurred loss” model in HKAS 39 with an “expected credit
loss” model. Under the expected credit loss model, it will
no longer be necessary for a loss event to occur before an
impairment loss is recognised. Instead, an entity is
required to recognise and measure expected credit losses
as either 12-month expected credit losses or lifetime
expected credit losses, depending on the asset and the
facts and circumstances. This new impairment model may
result in an earlier recognition of credit losses on the
Group’s trade receivables and other financial assets.

Based on historical experience of the Group, the default
rate of the outstanding balances with customers is low.
Hence, the directors of the Company anticipate that the
application of HKFRS 9 would not have material impact on
the Group’s future consolidated financial statements. The
above assessments were made based on an analysis of
the Group’s financial assets as at 31 March 2018 on the
basis of the facts and circumstances that existed at that
date.
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3. ADOPTION OF NEW AND REVISED HKFRSs
(continued)

(b)

New and revised HKFRSs in issue but not yet
effective (continued)

HKFRS 15 Revenue from Contracts with Customers

HKFRS 15 establishes a comprehensive framework for
recognising revenue from contracts with customers. HKFRS 15
will replace the existing revenue standards, HKAS 18, Revenue,
which covers revenue arising from sale of goods and rendering
of services, and HKAS 11, Construction contracts, which
specifies the accounting for revenue from construction contracts.

HKFRS 15 is effective for annual periods beginning on or after 1
January 2018. The standard permits either a full retrospective or
a modified retrospective approach for the adoption. The Group
intends to adopt the standard using the modified retrospective
approach which means that the cumulative impact of the
adoption will be recognised in retained earnings as of 1 April
2018 and that comparatives will not be restated.

Based on the assessment completed to date, the Group has
identified the following areas which are expected to be affected:

Timing of revenue recognition
Currently, revenue arising from the provision of auxiliary and other
services is recognised over time.

Under HKFRS 15, revenue is recognised when the customer
obtains control of the promised good or service in the contract.
HKFRS 15 identifies 3 situations in which control of the promised
good or service is regarded as being transferred over time:

() When the customer simultaneously receives and
consumes the benefits provided by the entity’s
performance, as the entity performs;

(b) When the entity’s performance creates or enhances an
asset (for example work in progress) that the customer
controls as the asset is created or enhanced;

(c) When the entity’s performance does not create an asset
with an alternative use to the entity and the entity has an
enforceable right to payment for performance completed
to date.

If the contract terms and the entity’s activities do not fall into any
of these 3 situations, then under HKFRS 15 the entity recognises
revenue for the sale of that good or service at a single point in
time, being when control has passed. Transfer of risks and
rewards of ownership is only one of the indicators that will be
considered in determining when the transfer of control occurs.
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3. ADOPTION OF NEW AND REVISED HKFRSs
(continued)

(b)

80

New and revised HKFRSs in issue but not yet
effective (continued)
HKFRS 15 Revenue from Contracts with Customers (continued)

Timing of revenue recognition (continued)

The Group is currently evaluating the impact of adoption of
HKFRS 15. Based on the preliminary assessment that the Group
recognises revenue from provision of auxiliary and other services
when services are rendered, which is generally consistent with
the requirement under HKFRS 15, thus the Group considers that
the initial application of HKFRS 15 will not have a significant
impact on the Group’s results of operation and financial position.

HKFRS 16 Leases

HKFRS 16 replaces HKAS 17 Leases and related interpretations.
The new standard introduces a single accounting model for
lessees. For lessees the distinction between operating and
finance leases is removed and lessees will recognise right-of-use
assets and lease liabilities for all leases (with optional exemptions
for short-term leases and leases of low value assets). HKFRS 16
carries forward the accounting requirements for lessors in HKAS
17 substantially unchanged. Lessors will therefore continue to
classify leases as operating or finance leases.

HKFRS 16 is effective for annual periods beginning on or after
1 January 2019. The Group intends to apply the simplified
transition approach and will not restate comparative amounts for
the year prior to first adoption.

The Group’s leases of offices and staff quarters are currently
classified as operating leases and the lease payments (net of any
incentives received from the lessor) are recognised as an
expense on a straight-line basis over the lease term. Under
HKFRS 16 the Group may need to recognise and measure a
liability at the present value of the future minimum lease
payments and recognise a corresponding right-of-use asset for
these leases. The interest expense on the lease liability and
depreciation on the right-of-use asset will be recognised in profit
or loss. The Group’s assets and liabilities will increase and the
timing of expense recognition will also be impacted as a result.

As disclosed in note 38 to the consolidated financial statements,
the Group’s future minimum lease payments under non-
cancellable operating leases for its offices and staff quarters
amounted to a total of approximately HK$3,503,000 as at 31
March 2018. The Group will need to perform a more detailed
assessment in order to determine the new assets and liabilities
arising from these operating leases commitments after taking into
account the transition reliefs available in HKFRS 16 and the
effects of discounting.
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SIGNIFICANT ACCOUNTING POLICIES
These consolidated financial statements have been prepared under the
historical cost convention.

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

A summary of the significant accounting policies applied in the
preparation of these consolidated financial statements are set out
below.

(@) Basis of consolidation/combinations

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to 31
March. The financial statements of the subsidiaries are prepared
for the same reporting year as that of the Company. Accounting
policies of subsidiaries have been changed where necessary to
ensure consistency with the policies adopted by the Group.
Subsidiaries are entities over which the Group has control. The
Group controls an entity when it is exposed, or has rights, to
variable returns from its involvement with the entity and has the
ability to affect those returns through its power over the entity.
The Group has power over an entity when the Group has existing
rights that give it the current ability to direct the relevant activities,
i.e. activities that significantly affect the entity’s returns.

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

Subsidiaries are consolidated from the date on which the Group
obtains and continue to be consolidated until the date when such
control ceases.

The gain or loss on the disposal of a subsidiary that results in a
loss of control represents the difference between (i) the fair value
of the consideration of the sale plus the fair value of any
investment retained in that subsidiary determined on the date
when control is lost; and (ii) the carrying amount of the
Company’s share of the net assets of that subsidiary plus any
remaining goodwill relating to that subsidiary and any related
accumulated amounts in other comprehensive income.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(@)

Basis of consolidation/combinations (continued)

All intragroup transactions, balances, income and expenses and
profits and losses are eliminated. Unrealised losses are also
eliminated unless the transaction provides evidence of an
impairment of the asset transferred.

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

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

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

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

(@)

(b)

EZERE

MEEEERA

Basis of consolidation/combinations (continued)
Merger accounting for common control combinations

The net assets of the combining entities or businesses are
combined using the existing carrying values from the owner’s
perspective. No amount is recognised as consideration for
goodwill or excess of acquirer’s interest in the net fair value of
acquiree’s identifiable assets, liabilities and contingent liabilities
over cost at the time of common control combination, to the
extent of the contribution of the owner’s interest. All differences
between the cost of acquisition (fair value of consideration paid)
and the amounts at which the assets and liabilities are recorded
have been recognised directly in equity as part of the merger
reserve. The consolidated financial statements include the results
of each of the combining entities or businesses from the date of
incorporation/establishment or since the date when the
combining entities or businesses first came under the common
control, where this is a shorter period, regardless of the date of
the common control combination.

Transaction costs, including professional fees, registration fees,
costs of furnishing information to shareholders, costs or losses
incurred in combining operations of the previously separate
businesses, etc., incurred in relation to the common control
combination that is to be accounted for by using merger
accounting, are recognised as an expense in the period in which

they are incurred.

Foreign currency translation

(i) Functional and presentation currency
ltems included in the financial statements of each of the
Group’s entities are measured using the currency of the
primary economic environment in which the entity operates
(the “functional currency”). The consolidated financial
statements are presented in Hong Kong dollars (‘HK$”),
which is the Company’s functional and presentation
currency.

(ii) Transactions and balances in each entity’s financial

statements

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

(b)

(i)

(i)

Transactions and balances in each entity’s financial
statements (continued)

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

When a gain or loss on a non-monetary item is recognised
in other comprehensive income, any exchange component
of that gain or loss is recognised in other comprehensive
income. When a gain or loss on a non-monetary item is
recognised in profit or loss, any exchange component of
that gain or loss is recognised in profit or loss.

Translation on consolidation

The results and financial position of all the Group entities
that have a functional currency different from the
Company’s presentation currency are translated into the
Company’s presentation currency as follows:

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

— Income and expenses for each statement of profit
or loss and other comprehensive income are
translated at average exchange rates (unless this
average is not a reasonable approximation of the
cumulative effect of the rates prevailing on the
transaction dates, in which case income and

expenses are translated at the exchange rates on

the transaction dates); and

— All resulting exchange differences are recognised in
the foreign currency translation reserve.

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

()

EEMBEEARA

Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses. The cost of an
item of property, plant and equipment comprises its purchase
price and any directly attributable costs of bringing the asset to
its working condition and location for its intended use.

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

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

EX
Furniture and fixtures EREER 20%
Biometric identification devices EYREEGR R E 20%
Motor vehicles RE 30%
Computer equipment E B 20%

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

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to
arise from the continued use of the asset. The gain or loss on
disposal of property, plant and equipment is the difference
between the net sales proceeds and the carrying amount of the
relevant asset, and is recognised in profit or loss in the year in
which the item is derecognised.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

()

Intangible assets (other than goodwill)

Intangible assets acquired are measured on initial recognition at
cost. The useful lives of intangible assets are assessed to be
whether finite or indefinite. Intangible assets with finite lives are
subsequently amortised over the useful economic life and
assessed for impairment whenever there is an indication that the
intangible asset may be impaired. The amortisation period and
the amortisation method for an intangible asset with a finite useful
life are reviewed at the end of each reporting period.

Expenditure incurred on projects to develop new products is
capitalised and deferred only when the Group can demonstrate
the technical feasibility of completing the intangible asset so that
it will be available for use or sale, its intention to complete and its
ability to use or sell the asset, how the asset will generate future
economic benefits, the availability of resources to complete the
project and the ability to measure reliably the expenditure during
the development. Product development expenditure which does
not meet these criteria is expensed when incurred. With respect
to staff costs incurred directly attributable to solution service
income, it will be regarded as cost of sales and charged to profit
or loss of the Group accordingly.

Software development costs are stated at cost less any
impairment losses and are amortised using the straight-line basis
over the commercial lives of the underlying products not
exceeding five years, commencing from the date when the
software are put into commercial production.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(€

U]

Leases

The Group as lessee

0} Operating leases
Leases that do not substantially transfer to the Group all
the risks and rewards of ownership of assets are
accounted for as operating leases. Lease payments (net of
any incentives received from the lessor) are recognised as
an expense on a straight-line basis over the lease term.
Contingent rentals are recognised as expenses in the
period in which they are incurred.

(ii) Finance leases

Leases that substantially transfer to the Group all the risks
and rewards of ownership of assets are accounted for as
finance leases. At the commencement of the lease term, a
finance lease is capitalised at the lower of the fair value of
the leased asset and the present value of the minimum
lease payments, each determined at the inception of the
lease.

The corresponding liability to the lessor is included in the
statement of financial position as finance lease payable.
Finance charges which represent the difference between
the total leasing commitments and the fair value of the
assets acquired, are allocated to each period during the
lease term so as to produce a constant periodic rate of
interest on the remaining balance of the liability.

Assets under finance leases are depreciated the same as
owned assets over the shorter of the lease term and their
estimated useful lives.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Costs comprise all costs of purchase and, where
applicable, cost of conversion and other costs that have been
incurred in bringing the inventories to their present location and
condition. Net realisable value is the estimated selling price in the
ordinary course of business, less the estimated costs of
completion and the estimated costs necessary to make the sale.
When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in which
the related revenue is recognised. The amount of any write-down
of inventories to net realisable value and all losses of inventories
are recognised in the profit or loss in the period of write-down or
loss occurs. The amount of any reversal of any write-down of
inventories is recognised as an increment in the amount of
inventories and recognised in the profit or loss in the period in
which the reversal occurs.

ZEEMREBARAT/ F4 2018

4.

TEERBER(E)

(e)

(f)

HE

AEEE AN

) KeMmE
BERERNBAR D E R M O R
BREAKENMEEIEE2HERE
BGRB8 HEARRO TR EDS
BINEHANEREERBFX - 3k
RESNEELPRER R -

i —EBEEE
BEREENBARD kMO REE
EASENHEESERETHRE - RIEH
PR - BB ERMAERREETN
HEEE A FERFERENRZER
ERHREERFTELR

HIHMEAZBRBERM BN KR E
BMEMERNOR - BMEERNERE
AERREMIEEERATFEZER
REBADEZEHE  UEZAEZ
BRER M B E R AR -

ERENESEzEERBREEEENR
[FlZ &4 - LA B KA ATE B
(AR ERE)INE -

7E

FE TR E B ] #3758 2 BEE A -
FRASBAEFT A AR e (A3 ) B R R
AR BB E 7 B REE D B AT E Mt Z Ak
N REFERERFEBBREPOMGEE
EREEETINBKRARABTRIHFEMS
BV - EFEEHN  ZEFENERE
ENERA KRR - BFEHRER
SHFENSENFENMAE BRI R E
1B IR R NIER o (75 MUK A B
BERONELROPEERENERRTE
BRI -

87



Notes to the Financial Statements

PRSP AL

For the year ended 31 March 2018
BEZZT—\F=ZA=1+—HLFE

4,

88

SIGNIFICANT ACCOUNTING POLICIES (continued)

(@)

(h)

Recognition and derecognition of financial
instruments

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

Financial assets are derecognised when the contractual rights to
receive cash flows from the assets expire; the Group transfers
substantially all the risks and rewards of ownership of the assets;
or the Group neither transfers nor retains substantially all the risks
and rewards of ownership of the assets but has not retained
control on the assets. On derecognition of a financial asset, the
difference between the asset’s carrying amount and the sum of
the consideration received and the cumulative gain or loss that
had been recognised in other comprehensive income is
recognised in profit or loss.

Financial liabilities are derecognised when the obligation specified
in the relevant contract is discharged, cancelled or expired. The
difference between the carrying amount of the financial liability
derecognised and the consideration paid is recognised in profit
or loss.

Financial assets

Financial assets are recognised and derecognised on a trade
date basis where the purchase or sale of an financial asset is
under a contract whose terms require delivery of the financial
assets within the timeframe established by the market
concerned, and are initially measured at fair value, plus directly
attributable transaction costs except in the case of financial
assets at fair value through profit or loss.

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. These assets are carried at amortised cost using the
effective interest method (except for short-term receivables
where interest is immaterial) minus any reduction for impairment
or uncollectibility. Typically trade and other receivables, bank
balances and cash are classified in this category.

The Group classifies its financial assets in the loans and
receivables. The classification depends on the purpose for which
the financial assets were acquired. Management determines the
classification of its financial assets at initial recognition.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

U]

0

(k)

V)

EEMBEEARA

Trade and other receivables

Trade receivables are amounts due from customers for
merchandise sold or services performed in the ordinary course of
business. If collection of trade and other receivables is expected
in one year or less (or in the normal operating cycle of the
business if longer), they are classified as current assets. If not,
they are presented as non-current assets.

Trade and other receivables are recognised initially at fair value
and subsequently measured at amortised cost using the effective
interest method, less allowance for impairment.

Cash and cash equivalents

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

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified according
to the substance of the contractual arrangements entered into
and the definitions of a financial liability and an equity instrument
under HKFRSs. An equity instrument is any contract that
evidences a residual interest in the assets of the Group after
deducting all of its liabilities. The accounting policies adopted for
specific financial liabilities and equity instruments are set out
below.

Borrowings

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

Borrowings are classified as current liabilities unless the Group

has an unconditional right to defer settlement of the liability for at
least 12 months after the reporting period.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(m)

(n)

()

Trade and other payables

Trade and other payables are stated initially at fair value and
subsequently measured at amortised cost using the effective
interest method unless the effect of discounting would be
immaterial, in which case they are stated at cost.

Equity instruments
Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and is recognised when it is probable that
the economic benefits will flow to the Group and the amount of
revenue can be measured reliably.

(i) Sales of goods
Revenue from the sales of goods is recognised on the
transfer of significant risks and rewards of ownership,
which generally coincides with the time when the goods
are delivered and the title has passed to the customers.

(ii) Service revenue
Service revenue comprises revenue from (1) provision of
solution services; (2) maintenance and other services; and
(3) software licensing income.

Revenue from provision of solution services is recognised
when relevant services are delivered to customers.

Income from maintenance and other services is
recognised on a straight-line basis over the term of the
maintenance and other service contracts. Payments
received or receivable in respect of maintenance and other
services which have not been completed on or before the
end of the reporting period are shown in the statement of
financial position as deferred income.

Software licensing income is recognised on an accrual
basis in accordance with the terms and conditions of the
licensing agreement.

(i) Interest income
Interest income is recognised on a time proportion basis
using the effective interest method.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(P)

(@

Employee benefits

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

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

(ii) Pension obligations

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

(ii) Termination benefits
Termination benefits are recognised at the earlier of the
dates when the Group can no longer withdraw the offer of
those benefits and when the Group recognises
restructuring costs and involves the payment of
termination benefits.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready for
their intended use or sale, are capitalised as part of the cost of
those assets, until such time as the assets are substantially ready
for their intended use or sale. Investment income earned on the
temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing
costs eligible for capitalisation.

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

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

ZEEMREBRERLR / £3§ 2018

4.

TEERBER(E)

(p)

(a)

EEER

() 1EREZ R
BRENFRERIRBHRANMERES
B TUARR - HEREHR - BEM
TR0 AR 1 2 A RO S R R R HABR A R
HmfAstaEC A RERYE -

BERRRERNRES KRR T &

>
27
s ©

i)  RITEME
REERMERBREEBETRAG
& - NEE KRB BNHERTIZE
BHERHEOADLLFHE - ARHEA
HORR BRI ET IR Ty 1 AR S (B
NZEETHR -

(i) BEEEHET
BERR AN AR B B AL DM R A
SR RA KB RERBAMAIL S K
SN BEEAR TR (AR E R%E) TR -

(EENDRS

HEBERA ZEXLEAEREE (AIF
ZRERIMNESREREREHHENE
BE)NERRAGENMIERZEEENE D
AR BEEEABCERZEAREEETER
BRHE - BEMAREEREENENEEH
AR BIER TR EPMRIAIRE WA - T
RAEBRERERERRANHE -

fR—RMEBABSANER IR ERMERE
BEBRERMENETRASRVRZEEXH
MENEREE - ENMEERERR A RER
HIAREE BRI FOERKE - TEHE
RRGABEREEMEPIEAREBK -

Pt B M (&SRR AR I EE AR B A B 25 1

7
e

91



Notes to the Financial Statements

PRSP AL

For the year ended 31 March 2018
BEZZT—\F=ZA=1+—HLFE

4,

92

SIGNIFICANT ACCOUNTING POLICIES (continued)

U]

Taxation
Income tax represents the sum of the current tax and deferred
tax.

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

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

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

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that it is
no longer probable that sufficient taxable profits will be available
to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to
apply in the period when the liability is settled or the asset is
realised, based on tax rates that have been enacted or
substantively enacted by the end of the reporting period.
Deferred tax is recognised in profit or loss, except when it relates
to items recognised in other comprehensive income or directly in
equity, in which case the deferred tax is also recognised in other
comprehensive income or directly in equity.
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4. SIGNIFICANT ACCOUNTING POLICIES (continued)
()  Taxation (continued)
The measurement of deferred tax assets and liabilities reflects
the tax consequences that would follow from the manner in
which the Group expects, at the end of the reporting period, to
recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally
enforceable right to set off current tax assets against current tax
liabilities and when they relate to income taxes levied by the
same taxation authority and the Group intends to settle its
current tax assets and liabilities on a net basis.

(s) Related parties
A related party is a person or entity that is related to the Group.

(A) A person or a close member of that person’s family is
related to the Group if that person:
(0} has control or joint control over the Group;

(i) has significant influence over the Group; or

(iii) is @ member of the key management personnel of
the Company or of a parent of the Company.

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

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

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

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

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

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

()

(t)

Related parties (continued)
(B)  An entity is related to the Group if any of the following
conditions applies: (continued)
(vi)  The entity is controlled or jointly controlled by a
person identified in (A).

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

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

Impairment of non-financial assets

The carrying amounts of non-financial assets are reviewed at
each reporting date for indications of impairment and where an
asset is impaired, it is written down as an expense through the
consolidated statement of profit or loss to its estimated
recoverable amount. The recoverable amount is determined for
an individual asset, unless the asset does not generate cash
inflows that are largely independent of those from other assets or
groups of assets. If this is the case, recoverable amount is
determined for the cash-generating unit to which the asset
belongs. Recoverable amount is the higher of value in use and
the fair value less costs of disposal of the individual asset or the
cash-generating unit.

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

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

(u)

Impairment of financial assets

At the end of each reporting period, the Group assesses whether
its financial assets (other than those at fair value through profit or
loss) are impaired, based on objective evidence that, as a result
of one or more events that occurred after the initial recognition,
the estimated future cash flows of the (group of) financial asset(s)
have been affected.

For trade receivables that are assessed not to be impaired
individually, the Group assesses them collectively for impairment,
based on the Group’s past experience of collecting payments,
an increase in the delayed payments in the portfolio, observable
changes in economic conditions that correlate with default on
receivables, etc.

Only for trade receivables, the carrying amount is reduced
through the use of an allowance account and subsequent
recoveries of amounts previously written off are credited against
the allowance account. Changes in the carrying amount of the
allowance account are recognised in profit or loss.

For all other financial assets, the carrying amount is directly
reduced by the impairment loss.

For financial assets measured at amortised cost, if the amount of
the impairment loss decreases in a subsequent period and the
decrease can be related objectively to an event occurring after
the impairment was recognised, the previously recognised
impairment loss is reversed (either directly or by adjusting the
allowance account for trade receivables) through profit or loss.
However, the reversal must not result in a carrying amount that
exceeds what the amortised cost of the financial asset would
have been had the impairment not been recognised at the date
the impairment is reversed.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(v) Provisions and contingent liabilities
Provisions are recognised for liabilities of uncertain timing or
amount when the Group has a present legal or constructive
obligation arising as a result of a past event, it is probable that an
outflow of economic benefits will be required to settle the
obligation and a reliable estimate can be made. Where the time
value of money is material, provisions are stated at the present
value of the expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will
be required, or the amount cannot be estimated reliably, the
obligation is disclosed as a contingent liability, unless the
probability of outflow is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or non-
occurrence of one or more future events are also disclosed as
contingent liabilities unless the probability of outflow is remote.

(w) Events after the reporting period

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

CRITICAL JUDGEMENTS AND KEY ESTIMATES
Critical judgements in applying accounting policies

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

Recognition of costs for the Listing

The management determines the allocation and classification of relevant
costs incurred for Listing among (i) profit or loss as listing expenses;
and (i) equity as a reduction of share premium based on its judgement
on whether such costs are (i) costs for the Company to obtain the listing
status or (i) incremental costs for the Company to raise additional funds
from the issue of new shares, respectively. During the year ended 31
March 2018, costs attributable to obtaining the listing status of
approximately HK$12,238,000 were charged to profit or loss.
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CRITICAL JUDGEMENTS AND KEY ESTIMATES
(continued)

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of
estimation uncertainty at the end of the reporting period, that have a
significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year, are discussed
below.

(@) Useful lives and residual values of property, plant and equipment
and intangible assets (other than goodwill)
The Group determines the estimated useful lives, residual values
and related depreciation/amortisation charges for the Group’s
property, plant and equipment and intangible assets. These
estimates are based on the historical experience of the actual
useful lives and residual values of property, plant and equipment
and intangible assets of similar nature and functions. The Group
will revise the depreciation/amortisation charges where useful
lives and residual values are different to those previously
estimated, or it will write-off or write-down technically obsolete or
non-strategic assets that have been abandoned. Actual
economic lives may differ from estimated useful lives. Periodic
review could result in a change in depreciable/amortisable lives
of the Group’s property, plant and equipment and intangible
assets and therefore depreciation/amortisation in the future
periods.

The carrying amount of property, plant and equipment and
intangible assets as at 31 March 2018 were approximately
HK$1,036,000 and HK$168,000 (2017: HK$937,000 and
HK$216,000) respectively.

(b)  Income taxes

The Group is subject to income taxes in numerous jurisdictions.
Significant estimates are required in determining the provision for
income taxes. There are many transactions and calculations for
which the ultimate tax determination is uncertain during the
ordinary course of business. Where the final tax outcome of
these matters is different from the amounts that were initially
recorded, such differences will impact the income tax and
deferred tax provisions in the period in which such determination
is made.

During the year, approximately HK$3,222,000 (2017:

HK$2,904,000) of income tax was charged to profit or loss
based on the estimated assessable profits.
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CRITICAL JUDGEMENTS AND KEY ESTIMATES
(continued)
Key sources of estimation uncertainty (continued)

©

(@)

Warranty provision

The Group generally offers six months to one year warranty for its
products sold. Management estimates the related provision for
future warranty claims based on historical warranty claim
information, as well as recent trends that might suggest that past
cost information may differ from future claims. The estimation
basis is reviewed on an ongoing basis and revised where
appropriate.

No warranty provision has been made for the year ended 31
March 2018 (2017: Nil).

Allowance for inventories

Allowance for inventories is made based on the ageing, change
in the market conditions and estimated net realisable value of
inventories. The assessment of the allowance amount involves
judgement and estimates. Where the actual outcome in future is
different from the original estimate, such difference will impact
the carrying value of inventories and allowance charge/write-back
in the period in which such estimate has been changed.

During the year, allowance of approximately HK$99,000 made in
prior years against inventories was reversed (2017: allowance for
inventories of approximately HK$316,000). As a result, there was
an increase in the net realisable value of inventories.
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6. FINANCIAL RISK MANAGEMENT
The Group’s activities expose it to a variety of financial risks: foreign
currency risk, credit risk, interest rate risk and liquidity risk. The Group’s
overall risk management programme focuses on the unpredictability of
financial markets and seeks to minimise potential adverse effects on the
Group'’s financial performance.

(@) Foreign currency risk

The functional currency of the Group’s entities are principally
denominated in HK$, Renminbi (‘RMB”) and Macau Pataca
(“MOP”). The Group has certain exposure to foreign currency
risk as some of its business transactions, assets and liabilities are
denominated in currencies other than the functional currency of
respective Group’s entities such as United States dollars (‘US$”)
and RMB.

The directors of the Company is of the opinion that the HK$ is
pegged against the US$ and MOP and the risk of movements in
exchange rates between HK$ and US$; and HK$ and MOP to
be insignificant. Accordingly, no sensitivity analysis is performed
on the movements in exchange rates between HK$ and US$;
and HK$ and MOP. Whilst, the sensitivity analysis of the Group’s
foreign currency risk exposure in respect of RMB is set out
below:

B EREE
AEBERNEBEAZZRGBRR : SNERR - FE
Rk - FIEER MR E SRR o AEE R ERER
EEF RTINS RMIBN N RTRAN - B R
RESREE S BRRERABEINZE

(@) SRk
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(TABRH ) FomPais ([RPIRE D FHE » B AR
SENBOEBRS BERBEDINEEE
BEENREERAIIMER (XTI Ex])
RARBREN  SAKEAEEE TINER

RAREERR  BITERETIBPIEEE -
AT R R RE T EBPIENERESE R
EA e Bk - 0 T K ST RO TR
WHE R BEEITHRENT - Al - ANEH
SR T 5 H D R ) SRR D AT LD
LI

Functional (Decrease)/
currency increase in
strengthened/ consolidated

(weakened) by profit after tax

TEEEY  BRBRESER

HE(BZ1E) CRLA),/#hn

HK$'000

FHET

Year ended 31 March 2017 HZE2017F3A31BIEFE 5%/(5%) (B)/6 Note) (RiiL)
Year ended 31 March 2018 HBZ2018F3A31HLFE 5%1/(5%) 7/(7) Note) (H22)

Note: This is mainly a result of foreign exchange gain/(loss) on bank
deposits, trade and other receivables, trade and other payables
denominated in RMB.

The Group currently does not have a foreign currency hedging
policy in respect of foreign currency transactions, assets and
liabilities. The Group monitors its foreign currency exposure
closely and will consider hedging significant foreign currency
exposure should the need arise.
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6.

100

FINANCIAL RISK MANAGEMENT (continued)

(b)

()

Credit risk

The carrying amounts of trade receivables, deposits and bank
balances included in the consolidated statement of financial
position represent the Group’s maximum exposure to credit risk
in relation to its financial assets.

The Group has no concentration of credit risk.

The Group has policies in place to ensure that sales are made to
customers with an appropriate credit history. The credit quality of
the counterparties in respect of trade and other receivables is
assessed by taking into account their financial position, credit
history and other factors. Given the constant repayment history,
the directors are of the opinion that the risk of default by these
counterparties is low.

The credit risk on bank balances are limited because the
counterparties are banks with high credit-ratings assigned by
international credit-rating agencies and large state-controlled
banks in the PRC.

Interest rate risk

The Group’s finance lease payables bear interests at fixed
interest rates and therefore are subject to fair value interest rate
risks.

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

Except as stated above, the Group does not have other
significant interest-bearing assets and liabilities at the end of
reporting period, its income and operating cash flows are
substantially independent of changes in market interest rates.
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6.

FINANCIAL RISK MANAGEMENT (continued)

()

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

The following tables show the remaining contractual maturities at
the end of each reporting period of the Group’s bank borrowings,
finance lease payables and other financial liabilities, based on
undiscounted cash flows (including interest payments computed
using contractual rates or, if floating, based on rates current at
the reporting date) and the earliest date the Group can be
required to pay.

The maturity analysis based on contractual undiscounted cash
flows of the Group’s non-derivative financial liabilities is as
follows:

Financial liabilities subject to a repayment on demand clause or
repayable on demand

6.
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Bank borrowings RITIERK = 1,450
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6.

102

FINANCIAL RISK MANAGEMENT (continued)

6. MBEREE(H)

Liquidity risk (continued) (d RBESERREE)
Financial liabilities not subject to a repayment on demand clause TRIZEZSEERARRKIZZ K EER 2 B
or repayable on demand BE
Less than Between 1 Between 2
1year and 2 years and 5 years Total
DPME 1228 2ZE5%F @t
HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TER
At 31 March 2018 R20185E3A31H
Trade payables B SRR 2,377 = = 2,317
Other payables and accrued expenses HitENZEREAER 4,287 - - 4,287
At 31 March 2017 2017%3A31H
Trade payables g 5 EMNTIR 2,132 - - 2,132
Other payables and accrued expenses HiETIBERENER 2,786 - - 2,786
Finance lease payables BEMERMUE 44 - - 44

Bank borrowings with a repayment on demand clause are
included in the “Financial liabilities subject to a repayment on
demand clause or repayable on demand” above. As at 31 March
2017, the aggregate undiscounted principal amounts of import/
export loans amounted to approximately HK$1,450,000. Taking
into account the Group’s financial position, the directors do not
believe that it is probable that the banks will exercise their
discretionary rights to demand immediate repayment. The
directors believe that such import/export loans will be repaid
within one year after the end of each reporting period in
accordance with the scheduled repayment dates set out in the
loan agreements. Based on respective loan agreements, the
Group’s bank borrowings as at 31 March 2017 was repayable
within one year. As at 31 March 2017, the aggregate principal
and interest cash outflows of import/export loans amounting to
approximately HK$1,480,000.

ERRERERERNBITERG A Ll
[RIREREERFBRIIZEREEN SR
BfE] - R2017E3A31 8 EHOERNE
PrIR AR & #5E 471,450,000 7T - £ EF A&
EH SRR - EFRABWIT AR BITER
WIS E KB EE - EFMEE - ARAELD
BROEIREBEE R G BIE R A NS R
HHRE—FAEER ERSEXRRE A%
ER201743 A31 BHRITEREAR—FA
B8 - R201743A31 8 EHOERHAK
& RFIBHE R B 51,480,000 T
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6. FINANCIAL RISK MANAGEMENT (continued) 6. HXEKRERE (&)
(€) Categories of financial instruments at 31 March (e) SA31HKMERIAMER
2018 2017
2018 2017 F
HK$’000 HK$'000
FET FET
Financial assets: SRMEE
Loan and receivables (including cash and ERRERZIE(B2ERS R
cash equivalents) REEEY) 89,556 238,157
Financial liabilities: cRAaE:
Financial liabilities at amortised costs REERAS| RN SRAE 6,664 6,368

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

7. SEGMENT INFORMATION 7.

The Group has two reportable segments as follows:

— Sales of biometrics identification devices, security products and
other accessories.

— Provision of auxiliary and other services includes (i) maintenance,
installation and solution services; and (ii) software licensing.

The Group’s reportable segments are strategic business units that offer
different products and services. They are managed separately because
each business requires different technology and marketing strategies.

The accounting policies of the operating segments are the same as
those described in note 4 to the consolidated financial statements.
Segment profits or losses do not include other income, finance costs,
unallocated costs, which comprise selling and distribution expenses,
corporate administrative and other expenses, and income tax expense.

Segment assets and liabilities are not presented in the consolidated

financial statements as they are not regularly reviewed by the Group’s
directors.
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7. SEGMENT INFORMATION (continued) 7. SEER(E)
(@) Operating segment of the Group (@ AEELEDE

Information about reportable segment profit or loss: BT 2H D IEZHER -

104

Sales of
biometrics
identification
devices, security Provision of
products and auxiliary and
other accessories other services Total
SHELEMER
BEIKE
REEM RUEER
REAMEH Htn R st
HK$’000 HK$’000 HK$’000
TERT TER TERT
Year ended 31 March 2018 HZ2018F3A3BLEE
Revenue from external customers KEIMNBE R 47,912 23,151 71,063
Segment profit Db 26,495 15,552 42,047
Other segment information: Hi 7 2 EH -
Depreciation e - 61 61
Year ended 31 March 2017 HZ2017F3A3BLFE
Revenue from external customers REINDE P B s 40,825 22,697 63,522
Segment profit HEEF 21,147 16,870 38,017
Other segment information: Em 7 aEH
Depreciation e - 63 63
Reconciliations of reportable segment and profit or loss: A 2o PIEEME R
2018 2017
2018 2017 F
HK$’000 HK$'000
THET FHAT
Profit or loss: B
Total profit of reportable segments A 2o EEEFIEEE 42,047 38,017
Other income H A 230 94
Selling and distribution costs SHE N D A (5,121) (4,826)
Corporate administrative and other expenses 10377 f2 B b B (29,645) (16,715)
Finance costs IR DTN (75) (142)
Income tax expense iR (3,222) (2,904)
Consolidated profit for the year FRERE = 4,214 13,524
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7.

SEGMENT INFORMATION (continued)
(b) Geographical information
Information about the Group’s non-current assets based on the

7.

7 EEFR (&)
b) HEEH

EMARERFRELE Y ERSEELER

geographical location is presented as follows: 25T -
2018 2017
2018 & 2017 %
HK$’000 HK$'000
FHET THETT
Hong Kong s 1,198 1,145
PRC H 6 8
Consolidated total R ME 1,204 1,153

Non-current assets include property, plant and equipment and
intangible assets.

Information about the Group’s revenue from external customers
presented based on the geographical location where the Group
operates is as follows:

FRBEEBENE  BEEREBARELE

=

BRAAREBIRCETEELE 2 RAIBE

PR ERZFIT

2018 2017
2018 20174
HK$’000 HK$'000
FHET FHBIT
Hong Kong B 56,930 49,625
PRC i 7,405 6,833
Macau JRPT 6,728 7,064
Consolidated total kR KT 71,063 63,522
(¢) Information about major customers (c) FHETEEFMNESR

During the year, no transaction with a single customer amounts
to 10% or more of the Group’s revenue (2017: Nil). Accordingly,
no major customer is presented.

ZEEMREBRERLR / £3§ 2018
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8. REVENUE 8. &
Revenue represents the invoiced values of goods sold and service Wais e & m MR IR EHBRR & RITNE e
rendered, after allowances for returns and discounts. An analysis of the EE - AEEFRARZHITOT -

Group’s revenue for the year is as follows:

2018 2017
2018 2017 %
HK$’000 HK$'000
FET FHET
Sales of biometrics identification devices, HEASEGHEREE
security products and other accessories R EE fn M A B 14 47,912 40,825
Provision of auxiliary and other services RHAEE RE MRS 23,151 22,697
71,063 63,522
9. OTHER INCOME 9. HulgA

2018 2017
2018 2017 F
HK$’000 HK$'000
FET FHAT
Interest income FEUA 4 3

Gain on disposals of property, plant HEME - BE MERERT
and equipment 212 67
Others HAth 14 24
230 94

10. FINANCE COSTS 10. B

2018 2017
2018 % 2017 F
HK$’000 HK$'000
FET FHAT
Interest on import/export loans # I OERF S 75 138
Finance lease charges MEAHESEA = 4
75 142
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11.

PROFIT BEFORE TAX
The Group’s profit before tax is stated after charging/(crediting) the

11.

BRBE Al 2 A
A SR R B AT FU VAR N0 (BT ) A T8 815 51

following: iR -
2018 2017
2018 2017 %
Notes HK$’000 HK$'000
Wit FET FHET
Amortisation of intangible assets (note 18) & E# 44 (Mf5F18) 48 27
Depreciation of property, plant and ME - BENMERETE (Bt 17)
equipment (note 17) () 589 418
Staff costs (including directors’ EIRAN(BEEEHNE)
emoluments) (b)
— Salaries, bonus, allowances and —He T SRR
other benefits in kind HEMEYH = () 18,201 15,428
— Commission — A& 1,183 698
— Retirement benefits scheme — RRREFET B R
contributions 1,074 894
20,458 17,020
Write off of property, plant and equipment #5472 - RE K& &% = 2
Gain on disposals of property, plant HEWZE - BE REERE
and equipment (212) 67)

Cost of inventories sold BEFEXAK 22,613 20,683

Foreign exchange losses, net & X EBFE 121 18

Listing expenses X 12,238 1,810

Operating lease charges in respect MEZECERET Y

of premises (c) 1,787 1,716
Auditors’ remuneration 1ZE RN B & 300 504
(Reversal of allowance)/allowance FE(BERE) BE

for inventories (99) 316

Notes: BizE -

(a) Depreciation of property, plant and equipment of approximately (@ HZE2018F3A31HILFE W% - BEREET
HK$61,000 (2017: HK$63,000) for the year ended 31 March 2018 is E [F#961,0007% 7T (2017 4F : 63,0008 70) st AHE
included in cost of sales. FRAR o

(o) Included in staff cost: (b) AR IR

(i) approximately HK$4,311,000 for the year ended 31 March 2018
(2017: HK$3,799,000) is included in cost of sales; and

(ii) approximately HK$78,000 for the year ended 31 March 2017 is
capitalised. as intangible assets.

Included in operating lease charges in respect of premises of
approximately HK$360,000 for the year ended 31 March 2018 (2017:
HK$360,000) is included in salaries, bonus, allowances and other benefits
in kind of staff costs.

EZBEREBARAR/ FH 2018

[0} # = 201843 A31 B L4 [Z 44,311,000 7
7L (2017 4F : 3,799,000 870 ) s A SEE KA ¢
P54

(ii) HZ=2017F 3 A 31 HIFFEX) 78,0008 TTE
TMEREVEE °

HE2018F3ANHIEFE MEILEHEIH

#7360,000 7 7T (2017 4F : 360,000/8 7T) sF A B AL
ANF® - TEAL O RZBE R EAM BRI -
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For the year ended 31 March 2018
BEZZT—\F=ZA=1+—HLFE

12. INCOME TAX EXPENSE

12. FRE%iBExX

2018 2017
2018 & 2017 F
HK$’000 HK$'000
FHxT FHIT

Current tax — Hong Kong Profits Tax BNERREIE — BBFEH
Provision for the year FREE 3,138 2,932
Over-provision in prior years WA FEBERE (71) (60)
3,067 2,872

Macao Complementary Tax SEPIFTS A TER

Provision for the year FREE 155 54
Over-provision in prior years BAFEBERE = (22)
155 32
Total tax charge for the year FABGE AR 3,222 2,904

108

The Group is not subject to taxation in the Cayman Islands and the
British Virgin Islands.

Hong Kong Profits Tax has been provided at the rate of 16.5% (2017:
16.5%) during the year on the estimated assessable profits arising in or
derived from Hong Kong.

For the Group’s subsidiary established and operated in the PRC is
subject to PRC Enterprise Income Tax at the rate of 25% (2017: 25%)
during the year. No PRC Enterprise Income Tax has been provided as
the Group’s PRC subsidiary either did not generate any assessable
profits during the years ended 31 March 2018 and 2017.

For the Group’s subsidiary established and operated in Macau is
subject to Macao Complementary Tax, under which taxable income of
up to MOP600,000 is exempted from taxation with taxable income
beyond this amount to be taxed at the rate of 12% for the years ended
31 March 2018 and 2017.

REBBEGNASHE NABELESBNBIA

RAFE  BEMNSHOCRREBELENGTERR
IR EA16.5% (2017 = 16.5%) 5T IR A -

RARFE  AEBEERBEKY REEHNBQRAR
T % 25% (2017 4F : 25%) AP B (D EEFTSHE - 1
EHRRECEMSGH - DEARSENTRENBA
RIREZ2018F R 2017F3 A1 HILFEWEES
EAa] SR B A

NG BB PIR L R A & BT B A R ZABARPIFTIS
R HE2018FEK2017F3A3HILEE &
R AR 7 600,000 FIREHEZA %, i FE SR B R A
=72 600,000 R PIEER E D AT R 12% 5T E B & -
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BEZZT—\F=ZA=1+—HLFE

12. INCOME TAX EXPENSE (continued) 12. Fﬁ SHBX ()
The reconciliation between the income tax expense and the product of 1575 5 S B I T B0 ) 38 DA A 62 [ 5 8 R 1S 55 =R By
profit before tax multiplied by the Hong Kong Profits Tax rate of the ﬁHjZ§K%EE@xTEEIZDT :

Group is as follows:

2018 2017

2018 2017 F

HK$’000 HK$'000

FET FAET

Profit before tax KR F R A 7,436 16,428
Tax at the domestic tax rate of 16.5% R A 16.5% (2017 F : 16.5%)

(2017: 16.5%) FTEMTIE 1,227 2,711
Tax effect of income that is not taxable TRBUMANT BB (96) (107)
Tax effect of expenses that are not deductible T~ 1R X AR T8 &2 2 2,240 411
Tax effect of temporary differences AERERFEENT B2

not recognised (16) (45)
Tax effect of utilisation of tax losses not BRBAERERANBERNNBETEE

previously recognised (32) -
Tax effect of tax losses not recognised RERAR G ENOR G E 42 34
Over-provision in prior years WIEFEBEEE (71) (82)
Effect of different tax rates of subsidiaries MEBR R TRMERFZE (72) (18)
Income tax expense for the year FRASHR 2 3,222 2,904
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BEZZT—\F=ZA=1+—HLFE

13. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 13. EEREEMS
(@) Directors’ emoluments (@ ESMe
The emoluments paid or payable in respect a person’s services ENSENREERARSENBARERZ
as a director, whether of the Company, or its subsidiaries FEIATZHEWT :

undertaking were as follows:

For the year ended 31 March 2018 BZE2018F3A31 HILFE
Retirement
Salaries Other benefits
and Discretionary benefits scheme
Fees  allowances bonus inkind contributions Total
Hit RIER
He  HeRER miETA BOAE TRl st

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

Executive directors HiTE=
Mr. Yuen Kwok Wai, Tony GEEEE

(“Mr. Tony Yuen’) (IhEREE]) - 660 232 361 18 1,271
Ms. Yuen Mei Ling, Pauline mERLL

(“Ms. Pauline Yuen') WE3sed) - 804 145 - 18 967
Ms. Sun Ngai Chu, Danielle ER%ut - 240 - - 12 252
Non-executive director FHTES
Mr. Yam Chiu Fan, Joseph () ERBREE() 240 - - - 12 252

Independent non-executive BUkHTES

directors

Mr. Hui Man Ho (i) FSUE S () 15 - - - - 15

Mr. Chung Billy (i) BTEREE) 15 - - - - 15

Mr. Mui Pak Kuen (i TETEIE LA (i) 15 = - - - 15
285 1,704 3717 361 60 2,787

Notes: Bt

0] Redesignated as a non-executive director on 1 April 2017 (i) M2017 54 A1 BERTAFENTES

(ii) Appointed on 18 January 2018 (ii) 201841 18 HEZ(E

1 10 Prime Intelligence Solutions Group Limited / Annual Report 2018
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13. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 13. ESKkEEMSE (F)
(continued)
(@) Directors’ emoluments (continued) (@ ESHM<E(HE)
For the year ended 31 March 2017 HE2017FE3A31HILFE
Retirement
Salaries Other benefits
and  Discretionary benefits scheme
Fees allowances bonus inkind  contributions Total
ity RIRIER
e  HeREl WIETEA EMiEn ST ozt

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THEL THEL THEL THEL THETL THATL

Executive directors HTES
Mr. Tony Yuen Bl EE - 588 43 368 18 1,017
Ms. Pauline Yuen (T3 e - 744 123 - 18 885
Ms. Sun Ngai Chu, Danielle BRGat - 240 - - 12 252
Mr. Yam Chiu Fan, Joseph (i ERRLEE( - 240 - - 12 252
- 1812 166 368 60 2,406
There was no arrangement under which a director waived or REZE2018F K2017F3A31HIEFE « I
agreed to waive any emoluments during the years ended 31 MEENELRBREEMM A LHE -
March 2018 and 2017.
(b) Five highest paid individuals (b) ENESEFMAL
The five highest paid individuals in the Group during the year HZE2018F3A3ALFE  AEBAMR
ended 31 March 2018 included 2 (2017: 2) directors whose SEHMA T RIEE2E (20174 : 28)ESE -
emoluments are reflected in the analysis presented above. The EHMeE L 23 MD TR - 3%
emoluments of the remaining 3 (2017: 3) individuals are set out (20174 : 3%) ATHBHS &I T -
below:
2018 2017
2018 2017 F
HK$’000 HK$'000
FET FHAT
Basic salaries and allowances N Y 2,876 2,009
Performance bonus FRIAIEA 142 240
Retirement benefits scheme contributions RIREFIFH B 54 54
3,072 2,303
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BEZZT—\F=ZA=1+—HLFE

13. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 13. EEREEME (F)
(continued)
(b) Five highest paid individuals (continued) (b) HENUEEHMAL(E)
The emoluments fell within the following band: BRTIIRENINS :
Number of individuals
A
2018 2017
2018 F 2017 &
Nil to HK$ 1,000,000 =% 1,000,000/8 7T 2 3
HK$1,000,001 to HK$1,500,000 1,000,001 & 7T = 1,500,000 7% 7T 1 -
3 3
During the years ended 31 March 2018 and 2017, no HE2018F R2017F3A31BILFE » K&
emoluments were paid by the Group to any of the directors or B4 [A) (TR 2 B sk i v 5 A S ASHE{r]
the highest paid individuals as an inducement to join or upon SYERINER SN B AL B 1) BB Sk 1 R
joining the Group or as compensation for loss of office. E -
(c) Senior management’s emoluments (c) SREEEMS
Senior management represents the executive directors. The EREBEBIENMIES - AFEDNRENR
emoluments paid or payable to senior management during the RERENHSEEHN EXZ2F)H DT
year have been set out in the analysis presented above.
(d) Directors’ material interests in transactions, d EERRE ZTHIEHPHERESRE
arrangements or contracts
Save for disclosed in note 37 to the consolidated financial BERE BTSRRI A7 R EE SN » B
statements, no significant transactions, arrangements and RARFIHNFEARRRIEERESWESTEE
contracts in relation to the Group’s business to which the SEENEFEEEARSMERNEBEKE
Company was a party and in which a director of the Company FANEAR S  THNAHRAFEEEREN
and the director’s connected party had a material interest, NEE A REIATE
whether directly or indirectly, subsisted at the end of the year of
at any time during the year.
14. DIVIDENDS 14. KE
2018 2017
2018 F 2017 &
HK$’000 HK$'000
FET FHET
Interim dividend of HK$4,000 per B Bk B AR E AR 4,000 4 7T
ordinary share paid - 8,000

112

The Board does not recommend payment of a final dividend for the
year ended 31 March 2018 (2017: Nil).

BEEQUTEFHE2018E3 A3 BIEFERMNE
HARR B (20174« &) o

Prime Intelligence Solutions Group Limited / Annual Report 2018



Notes to the Financial Statements

PSR B AE

For the year ended 31 March 2018
BEZZT—\F=ZA=1+—HLFE

15. EARNINGS PER SHARE 15. BREF
(a) Basic earnings per share (a) BREXEFA
The calculation of basic earnings per share is based on the BRERBFDHERTHSEFE -
following:
2018 2017
2018 2017 F
HK$’000 HK$'000
THExT FHIT
Earnings 27
Earnings for the purpose of calculating SEESREARETNEF
basic earnings per share 4,214 13,524
2018 2017
2018 F 2017 4
Number of shares R7EH
Issued ordinary shares at the beginning FIEITHERAR (T 2E)
of year (note) 600,000,000 600,000,000
Effect of issue of new shares under RIERR 15 B E BTN H
the share offer (note 29(c)) 22 (Mt 29(c) 25,205,479 -
Weighted average number of ordinary shares &t & &% A ZF| K
for the purpose of calculating basic L AR I T3 2R
earnings per share 625,205,479 600,000,000
Note: Issued ordinary shares of the Company at the beginning of year is WaF: RARNFOHEBRTERR IBR
on the assumption that 600,000,000 ordinary shares, being the 600,000,000 fi% & i@ A% (Bl ZEE 47 A& M IS &
number of shares in issue immediately after the completion of B 5 29(0) 7¥ 3l B0 B B 1T AR 19) #0458 B B 2016
share capitalisation as detailed in note 29(b) to the consolidated F4R1AREEHET -
financial statements, deemed to have been issued since 1 April
2016.
(b) Diluted earnings per share b) BEESRER

No diluted eamnings per share are presented as the Company did
not have any dilutive potential ordinary shares outstanding during
the years ended 31 March 2018 and 2017.

ZEEMREBRERLR / £3§ 2018
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&2017F3 A1 BIEFEW EEITEIINE
A #E B L BAR -
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16.

114

RETIREMENT BENEFIT SCHEMES

The Group operates a mandatory provident fund scheme (the “MPF
Scheme”) under the Hong Kong Mandatory Provident Fund Schemes
Ordinance for all qualifying employees in Hong Kong. The Group’s
contributions to the MPF Scheme are calculated at 5% of the salaries
and wages subject to a monthly maximum amount of HK$1,500 (2017:
HK$1,500) per employee and vest fully with employees when
contributed into the MPF Scheme.

As stipulated under the relevant rules and regulations in the PRC, the
employees of a Group’s subsidiary established in the PRC is a member
of a central pension scheme operated by the local municipal
government. This subsidiary is required to contribute certain percentage
of the employees’ basic salaries and wages to the central pension
scheme to fund the retirement benefits. The local municipal government
undertakes to assume the retirement benefits obligations of all existing
and future retired employees of this subsidiary. The only obligation of
this subsidiary with respect to the central pension scheme is to meet
the required contributions under the scheme.

There was no forfeited contribution in respect of the defined contribution
plan available at 31 March 2018 and 2017.

16.

BIREFIEHE
AEBEREEBARGMABSHEEN AEEEE
BR%EBEFARFEAESFTE ([RESHE]) - K
SEYHEESTECEHAIRFT e R ITENS%E -
TR EETARZRE%EA1,5007T (2017 F £ 1,500
BT RERRESTEHAEENHEENES -

RIEPBARRAR A ROER - REEEP B S
RAIHIEE ST HBUTEER P JUR RS 5 E -
ZHBARARTRERSAEIREEERFHFERT
BEMETASHLHER  URERAKREBIRHTES - 1)
MHREEAEZMNB AR MERE RRKEKRER
ERRBMEE - ZHBARB R RER S B
—HERBENETEETRENMK -

M2018F K% 201763 A 31 B EREHAEENE
RULHRAT A -
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17. PROPERTY, PLANT AND EQUIPMENT

17. Y% BERRHE

Biometrics
Furniture identification Motor Computer
and fixtures devices vehicles  equipment Total
EMEHE
GRREE HElRE "E E B st
HK$'000 HK$'000 HK$'000 HK$’000 HK$’000
FET FAET TET TET TET
Cost B
At 1 April 2016 R2016F 4811 137 313 981 567 1,998
Additions ANE 14 - 972 16 1,002
Disposals HE - - (100) - (100)
Write off s - - - (71) (71)
Exchange realignment [EH A= @) - - (5) (7)
At 31 March 2017 and 1 April 2017 R2017F3A31BR
20174818 149 313 1,853 507 2,822
Additions wE 50 - 466 171 687
Disposals HE - - (720) - (720)
Exchange realignment ERRE 3 - - 15 18
At 31 March 2018 R2018%3F31H 202 313 1,599 693 2,807
Accumulated depreciation ZiHRE
At 1 April 2016 R2016F 4311 120 189 967 367 1,643
Charge for the year FERNZH 8 63 285 62 418
Disposals HE - - (100) - (100)
Write off b - - - (69) (69)
Exchange realignment [E 5 A= ) - - (5) (7)
At 31 March 2017 and 1 April 2017 R2017F3A31BR
2017%F 4710 126 252 1,152 355 1,885
Charge for the year FRXH 15 61 369 144 589
Disposals HE - - (720) - (720)
Exchange realignment EHAE 3 - - 14 17
At 31 March 2018 20185 3A31H 144 313 801 513 1,771
Carrying amount IREE
At 31 March 2018 M2018F3H31H 58 - 798 180 1,036
At 31 March 2017 R20174E3A31H 23 61 701 152 937

As at 31 March 2017, the motor vehicles held by the Group under
finance leases were fully depreciated with carrying amount of nil.

ZEEMREBRERLR / £3§ 2018
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18.

19.

116

INTANGIBLE ASSETS 18. |EE
HK$’000
FERT
Cost B
At 1 April 2016 H2016F4 A1 H 1,772
Additions NE 78
At 31 March 2017, 1 April 2017 and 31 March 2018 20179 3H31H 201754 81HK
201843 H31H 1,850

Accumulated amortisation
At 1 April 2016
Charge for the year

At 31 March 2017 and 1 April 2017
Charge for the year

At 31 March 2018

Carrying amount
At 31 March 2018

At 31 March 2017

Rt
K201654 A1H
FRXH

HR2017F3A31HKE20179F4 A1H

FAXH

R20185F3A31H

SREE
R2018F3A31H

R201743A31H

Intangible assets represent internally generated capitalised software

development costs. Such intangible assets have definite useful life and

are amortised on a straight-line basis over 5 years.

1,607
27

1,634

1,682

168

216

BVEERNBEEZEMCEMFREBEXRAE - LB
AEAAARAERAFHNLIREREN S FAMEE -

INVENTORIES 19. ®FE&
2018 2017
2018 £ 2017 F
HK$’000 HK$'000
FE T FHET
Merchandises Sl 18,919 17,120

At the end of reporting period, the Group’s inventories are stated at

cost less allowance for inventories.

During the year, allowance of approximately HK$99,000 made in prior
years against inventories was reversed (2017: allowance for inventories
of approximately HK$316,000). As a result, there was an increase in the

net realisable value of inventories.

R|REHRR  AREFERRKARFEREIE -

RAFE - RBAFE T EED B #% 99,000
BB RE (2017 F - FEEE 316,000 7T) ©

B RO TRBSERAHN -
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20. TRADE RECEIVABLES

20. EZEWFE

2018 2017
2018 2017 F
HK$’000 HK$'000
THExT FHIT
From third parties KEE=FH 12,342 10,629
From related parties R E B 12 113
12,354 10,742
Analysis of trade receivables due from related parties: FEUL BB 5 B 5 IEWGRIE DT ¢
2018 2017
2018 2017 F
HK$’000 HK$’000
FHExT FHIT
Long Yield Company Limited (“Long Yield”) EirERA T ([BR]) 12 113

Long Yield, a company incorporated in Hong Kong, in which Mr. Yuen
Wing Hong, father of Mr. Yuen Kwok Wai, Tong and Ms. Yuen Mei Ling,
Pauline (“Ms. Pauline Yuen”) and Mr. Li Tat, David, spouse of Ms.
Pauline Yuen, are directors.

The Group’s trading terms with customers are mainly on credit. The
credit period granted to the customers generally range from 30 to 90
days. The Group seeks to maintain strict control over its outstanding
receivables. Overdue balances are reviewed regularly by the directors.

An ageing analysis of the Group’s trade receivables, based on the

EaR—HMESBEMELNAR - EhbBEEEE
ReBuaete 2+ ey LBk B 5 A M B 1 22+ OB

AEEREFPNESERTIBR/RE - MEPREN
FEEH-—RNFI020H - REEBKRERERE
WK TRAR RS - BAEHmEREHEMN -

AEERER B ENE 5 RUGRIERRE 57 40

invoice date is as follows: T
2018 2017
2018 F 2017 &
HK$’000 HK$'000
FET FET
0 — 90 days 0FE 90K 9,518 6,988
91 — 180 days 91 180K 2,021 3,547
181 — 365 days 181 £365 X 667 119
Over 365 days 365 KA - 148 88
12,354 10,742
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20. TRADE RECEIVABLES (continued)
As of 31 March 2018, trade receivables of approximately HK$5,608,000
(2017: HK$6,766,000) were past due but not impaired. These trade
receivables related to customers for whom there was no recent history
of default. The ageing analysis of these trade receivables, based on due

date, is as follows:

20. EZEWRIE(E)

HZE20184 3 A31 H » B 5 MEUKIEL) 5,608,000 7
7t (2017 4 : 6,766,000/ 7T) B A HHERIRIE © %%
B 5 UG IR S BT B R B P AR 0 XE

B 5 RYGIRIZE B B AR

e

2018 2017

2018 F 20174

HK$’000 HK$'000

FTHET TET

Within 90 days 4,190 3,492
90 — 180 days 855 3,070
Over 180 days 563 204
5,608 6,766

The carrying amounts of the Group’s trade receivables at the end of

R|WEHR - AREE S BEANREAEITIE

reporting period are denominated in the following currencies: HEHE -
2018 2017
2018 2017 F
HK$’000 HK$'000
FET FET
HK$ 11,420 10,246
RMB 356 240
MOP 578 245
Uss$ - 11
12,354 10,742

21. OTHER RECEIVABLES, PREPAYMENTS AND 21. HMEWRIE BAARERRS
DEPOSITS

2018 2017
2018 % 2017 F
HK$°000 HK$'000
FExT FET
Deposits 915 1,400
Prepayments 1,299 3,811
Value added tax receivables 180 427
Others 50 -
2,444 5,638

Neither of the above assets is past due nor impaired. The financial
assets included in the above balances relate to receivables for which
there was no recent history of default.
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22. BANK AND CASH BALANCES 22, RITRBESER
At the end of reporting period, the bank and cash balances of the RSN - AEEORITRIRSERIZ T EEGT
Group are denominated in the following currencies: & :
2018 2017
2018 2017 %
HK$’000 HK$'000
FET FAT
HK$ BT 75,052 10,957
RMB ARBE 1,107 1,034
MOP SEPYE 108 182
us$ ET 570 45
76,837 12,218
Conversion of RMB into foreign currencies is subject to the PRC’s AR i B N8 2 2 AR HEF1 RSN E B ) 5
Foreign Exchange Control Regulations and Administration of BIDRLHETE  SERSEBEERTEIRR -
Settlement, Sale and Payment of Foreign Exchange Regulations.
23. TRADE PAYABLES 23. ESENRE

An ageing analysis of the Group’s trade payables, based on the invoice

BER AT ENAREE 5 RN RIERN KRR DT

date is as follows: T
2018 2017
2018 FF 2017 %
HK$’000 HK$'000
FET FHAT
0-30 days 0E 30K 2,226 1,540
31-60 days 31£60K 104 106
Over 60 days 60 ~A_E 47 486
2,377 2,132

The carrying amounts of the Group’s trade payables at the end of

MNRERR - AEEE S ENFARNEREEN TS

reporting period are denominated in the following currencies: WEtHE -
2018 2017
20184 20174
HK$°000 HK$'000
FExT FET
HK$ BT 1,547 508
RMB AR 215 167
us$ xET 615 1,451
EURO BT - 6
2,377 2,132
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24. OTHER PAYABLES, DEPOSITS RECEIVED AND 24. HMENKE SRS REFEH
ACCRUED EXPENSES
2018 2017
2018 2017 %
HK$’000 HK$'000
FET FHET
Deposits received from customers BEREFIZE 1,376 1,117
Accruals for operations K FERTIEE 4,236 2,786
Others HAith 51 -
5,663 3,903
25. DEFERRED INCOME 25, JEIEUWA
2018 2017
2018 2017 F
HK$’000 HK$'000
FET FHAT
Deferred income EIEUT A 3,729 4,671
The amounts represent the receipts from sales of maintenance and CREERTFHEEEREMRBEEENKE -
other service packages to customers.
At the end of the reporting period, deferred income was classified in RIREEAR - LR A TR RATE 5T 4 78 K H b iR 75
accordance with the expiry date of the maintenance and other service SHME B EMDHE -

contracts that were entered into.

2018 2017
2018 2017 F
HK$’000 HK$'000
FET FHT

Analysed for reporting purpose: TESRERB 29T ¢
Current liabilities mENEE 3,595 4,447
Non-current liabilities ETBEE 134 224
3,729 4,671
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26. BANK BORROWINGS

26. SRITER

2018 2017

2018 2017 F

HK$’000 HK$'000

FET FAT

Import/export loans EHOER - 1,450

The Group’s bank borrowings are denominated in HKS.

The bank borrowings of the Group are arranged at floating rates, thus
exposing the Group to cash flow interest rate risk. The average interest

REBRRITERABTTEHE

AEBERRTERRTRIHE - A< AEEERR
ERENXER - REBENAFZRITEROFHF

rate of the Group’s bank borrowings during the year is as follows: RYINN -
2018 2017
2018 & 2017 4F
Import/export loans EHOBER 5% 5%

At the end of the reporting period, the Group’s import/export loans
were due within one year and contain a repayment on demand clause.

The Group’s banking facilities are secured by:

(@)

An unlimited guarantee issued by certain subsidiaries within the
Group for the Group’s banking facilities as at 31 March 2017 and
31 March 2018;

Registered security over deposits of certain subsidiaries within
the Group to the extent of amount borrowed by the Group as at
31 March 2017 and 31 March 2018; and

Unlimited personal guarantee provided by a director as detailed
in note 37(b) to the consolidated financial statements for the
Group’s banking facilities as at 31 March 2017 and which had
been released upon the listing of the Company’s shares on the
GEM of the Stock Exchange on 14 February 2018.

As at 31 March 2018, the Group had undrawn facilities amounted to
approximately HK$5,000,000 (2017: HK$3,550,000).

ZEEMREBRERLR / £3§ 2018

RBRERR  ARENEHODERR —FRARHEER
R EHERERIEK -

REERIRTTRVE T 75 IR

(@)

M2017F3 A31 H K 2018F3 A31H » A&
BERETHBARAEERITEEZ LA E
MREEER

M2017F3 A31 H X 20183 A31 B » giA
SEANETHBRRGFROEMER - AL
ERRMERAR &

MR2017F3A31H  —BEERANEERT
RERMAEREEAER - SRR TS
wEMEI7D) - BEREEREREARROR
20184 2 A 14 BAEHEAZ BT GEM _E {2 fZRR o

M2018F3A3TH AEBEARERNBENR
5,000,000 7T (2017 £ : 3,550,000 7T) °
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26.

27.

122

BANK BORROWINGS (continued)

As at 31 March 2017, the Group failed to fulfill a covenant clause of a
banking facility agreement that the Group was required to maintain the
sum of cash or investment balance in that bank of at least HK$5 million
at all time under all companies comprising the Group for the purpose of
the Listing. As of 31 March 2017, the cash balance of the Group
maintained at that bank was HK$4.2 million which breached the
covenant clause of the banking facility agreement. As a result, the bank
borrowings of approximately HK$1,450,000 as at 31 March 2017
drawn under this banking facility would become repayment on demand.
On 21 April 2017, the level of cash balance of the Group maintained at
that bank was restored at above HK$5 million and no early repayment
option was exercised by the bank.

FINANCE LEASE PAYABLES

Minimum lease payments

26.

27.

AT ()

201743 A31 B - REEREETRITRE H#
MR IRR - NEBEARZIBTH LW s A &EE
THARRNEAEEERFRE R EZBRIEH
BT - BE2017F3A31 B - AERERZRITH
R EHRRI2ARETT  BRIBITEEMNIZEIRK -
Rt - 72017 43 A 31 HIRFULIRITRIEIRENAV IR
TTfEF#)1,450,000 B TR BIRERIEE - R 2017 F
4A21 A REBERZIRITHEF AR SEHRKTEIE
E5AEBITAL  RITLEITRIRFEERE -

BEHERMNRE

Present value of minimum
lease payments

BREEENRK BEEENSHREREE
2018 2017 2018 2017
2018 F 2017 & 2018 2017 F
HK$’000 HK$’000 HK$’000 HK$’000
THET FHETT THExT FHT
Within one year —FER = 44 = 44
In the second to fifth year, inclusive £ =Z=FERF(BIEEREME) - - = -
- 44 - 44
Less: Future finance charges B RRRVEER - - - N/A “~jiE A
Present value of lease obligations T4 & /& #EHE - 44 _ 44

12 B AR REE SRR
GIRRRBRERT)

Less: Amount due for settlement
within 12 months (shown
under current liabilities)

Amount due for settlement after
12 months

The Group had leased certain motor vehicles under finance leases. The
average lease term is 4.5 years. During the year, the average effective
borrowing rate was 3.73% (2017: 3.73%). Interest rates are fixed at the
contract dates and thus expose the Group to fair value interest rate risk.
All leases are on a fixed repayment basis and no arrangement has been
entered into for contingent rental payments. All finance lease payables
are denominated in HKS.

The finance lease payables of the Group are secured by the lessor’s
title to the leased assets.

REBBERERERAETTE - FHMAEALS
FopRAFE  FTHEBREBEERR3.73% (20174 -
3.73%) c M RRAFRAHEE KEMS ANEEHER
AFEFERE - fTARERE T EEEERBERR
SRS N RE AL HE - FTER &R ERMNZIE
LAV TTEHE ©

AEENBREEERNFIREHEAYEEEENE
REHLAR o
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28. DEFERRED TAXATION

At the end of the reporting period, the Group has unused tax losses of
approximately HK$988,000 (2017: HK$907,000) that are available for
offsetting against future taxable profits. Deferred tax assets have not
been recognised in respect of these losses due to unpredictability of
future profit streams. Included in unrecognised tax losses are losses of
approximately HK$988,000 (2017: HK$712,000) that will expire in 5
years for offsetting against future taxable profits. Other tax losses may [R HR#EEE o

be carried forward indefinitely.

28. ELERIH
RIRE IR - AE B R KRB AR IEE 18 A 988,000 7
7T (2017 £F : 907,000 7T ) » FI A VB $H AR SR FE AR T
wH o MZEERVEBRRREEHBEE - HERAK
R A RJRE) Al TR A - RERBIBEEIB L
988,000 7T (2017 4F : 712,000 70) N R E R =
m o AR AR RIERBORF o AR EEE &

29. SHARE CAPITAL 29, JRA
Number of
shares Amount
BoOEAR k|
Note HK$’'000
Bt et FHT
Authorised: EE
Ordinary shares of HK$0.01 each FRREME0.01 BT TR
At 1 April 2016, 31 March 2017 and MH2016F4 A1 8 »
1 April 2017 201743 A31B K
20174 A1H 38,000,000 380
Increase in authorised share capital VETE RRANIE N (@) 4,962,000,000 49,620
At 31 March 2018 MR20184F 3 A31H 5,000,000,000 50,000
Number of
shares Amount
RHER k|
Note HK$'000
MtaE FHIT
Issued and fully paid: ERITRAR :
Ordinary shares of HK$0.01 each FREEO.01 BT L R
At 1 April 2016, 31 March 2017 and 20164 A1 H -
1 April 2017 20173 A31H K
20174 A1 H 2,000 =
Share capitalisation Ben B AL (b) 599,998,000 6,000
Issue of new shares under the share offer RIER MBS THRGD (c) 200,000,000 2,000
At 31 March 2018 201843 A31H 800,000,000 8,000
* Represent amount less than HK$1,000 * HEEFEAR1,0008 7T
BBt EERAR /£ 2018 123
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29.

124

SHARE CAPITAL (continued)

Notes:

(a) On 18 January 2018, written resolutions of the shareholders of the
Company were passed to approve the increase in authorised share capital
of the Company from HK$380,000 to HK$50,000,000 by the creation of
an additional 4,962,000,000 shares of HK$0.01 each.

(b) Pursuant to written resolutions passed by shareholders of the Company
on 18 January 2018, conditional on the share premium account of the
Company being credited as a result of the Listing; the directors of the
Company were authorised to capitalise the sum of HK$5,699,980
standing to the credit of the share premium account of the Company by
issuing 599,998,000 shares of HK$0.01 each, credited as fully paid at par.

(c) On 14 February 2018, the Company issued 200,000,000 new shares of
HK$0.01 each at a price of HK$0.35 in relation to the Listing, the premium
on the issue of shares, amounting to approximately HK$68,000,000 was
credited to the Company’s share premium account. These new shares
rank pari passu with the existing shares in all respects.

The Group’s objectives when managing capital are to safeguard the Group’s
ability to continue as a going concern and to maximise the return to the
shareholders through the optimisation of the debt and equity balance. The capital
structure of the Group comprises all components of shareholders’ equity.

The Group reviews the capital structure frequently by considering the cost of
capital and the risks associated with each class of capital. The Group will balance
its overall capital structure through the payment of dividends, new share issues
and share buy-backs as well as the issue of new debts, redemption of existing
debts or selling assets to reduce debts. No changes were made in the objectives,
policies or processes for managing capital during the years ended 31 March 2018
and 2017.

The only externally imposed capital requirement is that for the Group to maintain
its listing on the Stock Exchange it has to have a public float of at least 25% of the
shares. The Group receives a report from the share registrars weekly on
substantial share interests showing the non-public float and it demonstrates
continuing compliance with the 25% limit from the date of the Listing. As of 31
March 2018, 25% of the shares were in public hands.

29.

&N )

(@ 720181 188 » AR AIRREERAZRE RS -
DA /e 12 2 S AR TEI(E.0.01 78 T #Y E5M4,962,000,000
& AR 1 16 AR X R 89 5% 52 A% 4N |3 380,000, 7 TG &
50,000,000 T

(0) RIEARAIRER2018F 1 A18 HEBBMNEERZ
R HFAARRMGHER EMEGERE  BEAA
B8 FiE B %17 599,998,000 % & IX EI {5 0.01 B TR
EEABRSIERUE MR 17 18 A A B3 BR £ 585,699,980
BITBFTER -

(© #2018F2 A14H » A QARG EWIZER0.355 T
%$17200,000,000 A% % % T8 {& 0.01 7% 7T 89 #7 A& 15 AR 19
%17 /)% 8 4968,000,000 75 JT 5t AR A A B 15 3% B
If « ZEFROAES AR A RN ZHREHAT -

AEBETEAANBRRREAEBEBEELNEN BB
BICEBREA BB ARRARFALOR - REBNHEAR
BB RERR R T B MARITE ©

AEBEREREAKNARESRENERNRARMERE
EEARE - AREREEBIRMTEE - BITHRRENE
BIARBITHER  BRREEHRHEEEARDETE
TR EHBEEARER - REIZE20185F K 201743 431
ALEFE  AAEENER  BEIRENEELZD) -

W—INMEEARBE AR EBBRNBFEL 25% A RFRE N
MR E R B AT T o AEEGRERRGBSER
BREHIIRFABFRENE ARG BENRS - HBERAE
@ E TR R EET25%MREE - HZE20184 3 A 31
H - 25%HRMEARRALRE °
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30. STATEMENT OF FINANCIAL POSITION OF THE AR TP AR R T
COMPANY
2018 2017
2018 2017 F
HK$’000 HK$'000
THExT FHIT
Non-current assets FERENEE
Investment in a subsidiary R—EHBRRMNEE 22,458 22,458
Current assets REBEE
Prepayments TEITFRIE 709 23
Amounts due from subsidiaries JE L B BB 1 R K08 92 399
Bank and cash balances RITRIRSEH 56,386 5,509
57,187 5,931
Current liabilities REBEE
Accrued expenses EEtER 628 60
Amounts due to subsidiaries FESHMIB A RIFRIE 3,302 6,050
3,930 6,110
Net current assets/(liabilities) REBEE(AE)FE 53,257 (179)
NET ASSETS EEFE 75,715 22,279
Capital and reserves EXR#E
Share capital &N 8,000 =
Reserves 1 67,715 22,279
TOTAL EQUITY A 75,715 22,279
* Represents amount less than HK$1,000 * HEEFEAR1,0008 7T
Approved and authorised for issue by the Board of Directors on 22 K20185F 6 A22 S EE S /& RIRETIE -
June 2018.
Yuen Kwok Wai, Tony Yuen Mei Ling, Pauline
Fo B 42 UES2
BBt EERAR /£ 2018 125
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31. RESERVES 31. f#E
(@) Group (@ =*&£E
The amounts of the Group’s reserves and movements therein are AEERFENSEREFNESELEEBRER
presented in the consolidated statement of profit or loss and Hip 2 ARG R MG RREHRNED -

other comprehensive income and consolidated statement of
changes in equity.

(b) Company (b) AT

Share Contributed ~ Accumulated

premium surplus losses Total
(note 31(c)fi))  (note 31(c) (v))
R EE BABH RitER @t
(Has10))  (Ha310) )
HK$'000 HK$'000 HK$'000 HK$'000
FAT FAR FET TAT
At 1 April 2016 R2016F4A1H - 22,458 (532) 21,926
Dividend paid (note 34(a)) BRRE (HH340) - - (8,000) (8,000)
Total comprehensive income for the year FREANEEE - - 8,353 8,353
Changes in equity for the year FRERE - - 353 353
At 31 March 2017 and 1 April 2017 R2017F3A31BR
2017F4A18 - 22,458 (179) 22,279
Share capitalisation (note 29(b)) ROERL (H1:2290)) (6,000) - - (6,000)
Issue of new shares under the share offer RERHZERTHRH
(note 29(c)) (W3 290) 68,000 - - 68,000
Cost of issuing new shares under RERABERTHRAMRE
the share offer (10,318) - - (10,318)
Total comprehensive income for the year £} 2 H 384 - - (6,246) (6,246)
Changes in equity for the year FREZREH 51,682 - (6,246) 45,436
At 31 March 2018 R2018F3A31H 51,682 22,458 (6,425) 67,715
(¢) Nature and purpose of reserves (c) RENHEERTE
(i Share premium (i BR1wE
Under the Companies Law of the Cayman Islands, the BERSHSARE  ARARMDEE
funds in the share premium account of the Company are EHESAHIIRTAATRE - HR
distributable to the shareholders of the Company provided BEEZDRREERR ARRIERRE
that immediately following the date on which the dividend NISBER B HEBBEDEPHER -
is proposed to be distributed, the Company will be in a
position to pay off its debts as they fall due in the ordinary
course of business.
Share premium represents premium arising from the issue B 17 4 (B g A m A B AR AR () E (B F B 1%
of shares at a price in excess of their par value per share BAIRGAEENRE  WELRE
and after deduction of capitalisation issue and issuance LT RR D EATHIR A ©

costs of shares.
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31.

32.

RESERVES (continued)
(c) Nature and purpose of reserves (continued)
(ii) Merger reserve

Merger reserve represents the difference between the
aggregated amount of share capital, share premium and
capital reserve of subsidiaries now comprising the Group
at the date on which Power Truth Holdings Limited
(“Power Truth”), the then holding company of the
subsidiaries now comprising the Group, was acquired by
the Company, over the nominal value of 2,000 shares
issued by the Company pursuant to the Group
Reorganisation on 10 November 2015.

(i) Legal reserve
The Macao Commercial Code number 377 requires that
companies incorporated in Macau should set aside a
minimum of 25% of their respective profit after income tax
to the legal reserve until the balance of the reserve reaches
a level equivalent to 50% of their capital.

(iv)  Foreign currency translation reserve
The foreign currency translation reserve comprises all
foreign exchange differences arising from the translation of
the financial statements of foreign operations. The reserve
is dealt with in accordance with the accounting policies set
out in note 4(b)(iii) to the consolidated financial statements.

v) Contributed surplus
The contributed surplus arose from the excess of the
consideration over the nominal value of the 1,000 shares
issued by the Company pursuant to the Group
Reorganisation on 10 November 2015. The consideration
represented the net asset value of Power Truth as at 30
September 2015.

SHARE OPTION SCHEME

On 18 January 2018, written resolution of the shareholders of the
Company was passed to conditionally approve and adopt a share
option scheme (“Share Option Scheme”) to recognise and motivate
the contributions that eligible participants have made or may make to
the Group.

The Share Option Scheme adopted by the Company on 18 January
2018 will remain in force for a period of ten years from its effective date
to 17 January 2028. Particulars of the Share Option Scheme of the
Company are set out in Appendix IV to the Company’s prospectus
dated 30 January 2018.

No share option has been granted by the Company under the Share
Option Scheme since its effective date and up to the end of the
reporting period.

EZBEREBARAR/ FH 2018

31.

32.

i (48)
(c) RBEMNMERRE (H)
i)  AOHEE

AOHEBIERESERANEENHE A A
AR AR A E BRI NI A A
B E R IR A RIEEIRE R A R (T35
B E B2 - BB R E AR
4 - BERNFIRIE201564 11 H10A
KB EMARITH 2,000 B (D EEZ
R ZEEE -

(i) EE G
TRPIREHE 77 SRR E - AR
FRIZEO A A& B BR TSR 05 Fl &
LosRBAETERME EERBES
EBRENEIRA 0% KFRIE -

v)  SNEHEREE
INE BB FEOERREIGINERIT
WEMELRTEERZ5 - FHERER
4RE B R M RE 4(0)Gil) FTE A & 5T IR
KRR o

(v) AR ER
MABHREFBREBEARRRERSE
B S48 2015411 A 10 B #77/71,000
RO EEZ 685 REBEHABR
201549 A0 HMEEFE -

BRESTE

201841 A18H  ARARIMRREERZRERBIBIA
B E RN R ST &I ([ R AR &1 )) bAK
BREEEERSEEHREBE/EL LT REDD
BRt e

AAFR2018F1 A 18 BIRMM BB T8I g £ 4
WA HE2028F 1 A17 HIEM+FEIMMGSER -
RARIERESENFBHNARFR B A20184F
1 A 30 BEY AR ERRMIEEMT -

BAMAMESRENR - ARRMEREERES
B TR -
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33. SUBSIDIARIES 33. KMIEAHE
Particulars of the Company’s subsidiaries as at 31 March 2018 are set RARMEARIN20184F3 A31 BRFHIEHIIAOT -
out below:
Place of incorporation/ Registered and Percentage of Principal activities and
Name establishment paid up capital ownership interest  place of operation
£ BMAL/RULY EERRERRE FEERZEAI FEEBREENY
Direct Indirect
B &
Power Truth British Virgin Islands 1,000 ordinary shares of 100% - Investment holding, Hong Kong
28 August 2014 US$1 each
L KBRS 1,000 R EREE  100% - REER BE

20148 A28 H 1ETR T mR

Solution Expert Hong Kong HK$1,500,000 - 100%  Sales of biometrics identification devices and
Technology Limited 7 June 1999 security products; and provision of
application software, Hong Kong
EHRMZARAT s 1,500,000 7T - 100% HEEMFEHEMIKERRLER
199946 A7 H NiRtrEmARE - B
Solution Expert Hong Kong HK$10,000 - 100%  Sales of biometrics identification devices and
Engineering Limited 9 April 2001 security products; and provision of system

installation, application software and repair and
maintenance services, Hong Kong

HRTRRARAA BB 10,0008 7T - 100% SHEAMFEEREERRLERD
200144 A9H RRERARE  ERAEXURER

RS - BE

Solution Expert Hong Kong HK$1,000,000 - 100%  Investment holding; sales of biometrics
Technology (R&D) Limited 30 May 2003 identification devices and security products;
and provision of application software,
Hong Kong
HAR AR ERE 5 1,000,000 7T - 100% WREER  HEEMEEHENEER
BRAF 200345 A30H RuEmR MMeftEAER - &
Solution Expert Technology Macau MOP25,000 - 100%  Sales and provision of installation and
(Macau) Limited 13 September 2004 maintenance of security and information
technology system, Macau
HARH ORPY) BR AR R 25,000 &7 #& - 100% HERREHZEKEMMRFRNRZE
20049 A13H #eaE - R
AR CRI)BERAR PRC Registered and paid up - 100%  Sales of biometrics identification devices; and
(“SE Shenzhen”) 22 Qctober 2003 capital of provision of application software and
HK$10,000,000 related after-sale services, PRC
HABRCRINBRAT FE - [RESR ST Ol & - 100% HEEVEEHEREE  MREHERRER
(T=Z&URYID) 2003410 A22H 10,000,000 7T U RARRE SRR - P E
Note: SE Shenzhen is a wholly—foreign owned enterprise established in the PRC. Miat . BRI B —FEERBEKINIINETBERE -
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34. NOTES TO THE CONSOLIDATED STATEMENT OF

CASH FLOWS

(@ Major non-cash transaction
During the year ended 31 March 2016, Power Truth, the then
holding company of the subsidiaries now comprising the Group,
declared an interim dividend of HK$26,470 per ordinary share
totaling HK$26,470,000 in which HK$21,305,000 had been paid
and the remaining balance of dividends payable amounted to
HK$5,165,000 was settled by crediting against other payables
and paid to the then equity holders during the year ended 31

34. GEBRERBRMEE

(a)

TEFRERS

REE2016F3 A31 HILFE - REBBRE
HTP A A A & B2 AR A BB E IR HAR
B9 1% % m K 26,470/8 7T - A #£26,470,000
AT - H121,305,0008 T EIRFS - TR T A&
A% B 454 5,165,000 78 T i B EH A H b E 1S
HEHE - WKNTFHERLI743A31HIE
FENERERFAA -

commitments.

March 2017.
(b) Reconciliation of liabilities arising from financing (b) RMETHREEEBEZHE
activities
The table set forth below is the detail changes in the Group’s TREINAEERETDAEEEEZFAE
liabilities arising from financing activities, including both cash and B RS RIERSEE  c A REMEL
non-cash changes. Liabilities arising from financing activities are ZEBEDNAEEGERSRERBREMEL
those for which cash flows were, or future cash flows will be, ARBERENDERBETHAMEREREZ
classified in the Group’s consolidated statement of cash flows as afge
cash flows from financing activities.
1 April 2017 Cash flows Interest charges 31 March 2018
2017 F 2018
4/1A Rene FEER 3831H
HK$’000 HK$’000 HK$’000 HK$’000
TR FHET TAT TExT
Bank borrowings (note 26) RITEFR (HiEE26) 1,450 (1,625) 75 -
Finance lease payables (note 27)  [ERNFETRE (K 27) 44 (44) - -
1,494 (1,569) 75 =
35. CAPITAL COMMITMENTS 35. BAREIE
As of 31 March 2018 and 2017, the Group did not have any capital HZE2018F X2017F 3 A31 B * AEEBE W EEME
AFEHE o
36. CONTINGENT LIABILITIES 36. HAREE
Other than those disclosed elsewhere in these consolidated financial A

statements, the Group did not have any contingent liabilities at the end
of the reporting period (2017: Nil).

ZEEMREBRERLR / £3§ 2018

EEEMBREEMEHAREE N AERER
BERRLBEAKLARE(2

0174 &) °
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37. RELATED PARTY TRANSACTIONS 37. BEIRS
Other than those balances of related parties disclosed elsewhere in the Wize WE MR M EERTFEN@L T &R0 0 AR
consolidated financial statements, the Group had the following material BARNFEEAEL A TIEARS °

transactions with its related parties during the year.

(@) Transactions with related parties (@) HEREBINRS
2018 2017
2018 2017 %
Note HK$’000 HK$'000
Bt et FET FHET
Sales of goods to related companies: RRERARIHEEM -
- Long Yield — [E (i) 100 239
— SoHo Business Center Limited (“SoHo”) — SoHo Business Center
Limited ([SoHo]) (i), (i) 1 -
101 239
Services rendered to related companies: AIfAE N R AR ¢
- Long Yield — [Ei® 0] 920 86
- SoHo — SoHo (i), (i) 130 30
220 116
Rental expenses paid to a related company 214 —RIBIE R 7Y
ek
— Global Technology Corporation Limited — HEEEEERAA
(“Global Technology”) (I%ED (), (i) 9200 900
Notes: Kist -
(i) The pricing of the related party transactions are mutually agreed by () B AR EBHANEERBEARLR
the Group and related companies. W °
(ii) Mr. Tony Yuen and Ms. Pauline Yuen are able to exercise (ii) BrB& 5t 4 R B 22+ ¥J SoHo Kk /5 F A &
significant influence over SoHo and Global Technology. KRBT~
(b) Guarantee b) HER
As at 31 March 2017, Mr. Tony Yuen had provided unlimited R2017F3A31H Bt ELEREAERR
guarantee in favour of banking facilities granted to certain ETHBARERNBITRERHEEREE
subsidiaries within the Group and which had been released upon R BBEERCDN2018F 2148 AR A+
the Listing of the Company on 14 February 2018. R R o
Details of which are set out in note 26(c) to the consolidated EREFBHRGAMIERERWE26(C) °
financial statements.
(c) Key Management Compensation () FEEEREHMN
Key management mainly represents the Company’s directors. TEEEBTBEARNAESE - HENFHHND
Their remunerations have been disclosed in note 13(a) to the RERE SRR 5 13(0) WK EE -

consolidated financial statements.
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38

39.

LEASE COMMITMENTS
At 31 March 2018, the total future minimum lease payments under
non—cancellable operating leases are payable as follows:

38. HE&AIE
R2018E3 A31 B  RIEF A ST 4TS R m
R SERERBRBENT

2018 2017

2018 2017 F

HK$’000 HK$'000

THExT FHIT

Within one year —FR 985 1,628
In the second to fifth years inclusive E_ZETF(BREEERSF) 2,518 330
3,503 1,958

During the year, operating lease payments represent rentals payable by
the Group for certain of its offices and staff quarters. For the year ended
31 March 2018, leases are negotiated for an average term of 3 years
(2017: 2 years) and rentals are fixed over the lease terms and do not
include contingent rentals.

APPROVAL OF FINANCIAL STATEMENTS
The consolidated financial statements were approved and authorised
for issue by the Board of Directors on 22 June 2018.

EZBEREBARAR/ FH 2018

RAFE  SEHEFBEREEREETHAZER
BIFEERMOHES - #Z2018F3A31BIEFE -
HEMFHMEASF (2017 4F : 24F) - AHRHHE
£ ABEEETEEXAES

39. MAEMBHRE
AP BRERCN2018F6 A22AKEESH AN
BRI -
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ZFHBEBRE

Year ended/As at 31 March

BE=BA=1t—HLEE WR=BA=+—H

2018 2017 2016
—E-N\F —T—+tF ZE—REF
HK$’000 HK$’000 HK$'000
FExT FAT FHET
OPERATING RESULT mEEE
Revenue g 71,063 63,522 59,065
Cost of sales HERAR (29,016) (25,505) (23,377)
Gross profit EF 42,047 38,017 35,688
Other income EHAKA 230 94 56
Selling and distribution costs SHE R SR AR (5,121) (4,826) (3,937)
Administrative and other expenses TR EMAS (29,645) (16,715) (15,990)
Profit from operation KRR 7,511 16,570 15,817
Finance costs BTSN (75) (142 (165)
Profit before tax BB AR A 7,436 16,428 15,652
Income tax expense FBHRX (3,222) (2,904) (2,603)
Profit for the year FREA 4,214 13,524 13,049
Other comprehensive income FRHEMEZEKE  HRHE
for the year, net of tax:
ltems that may be reclassified to AlgeENHBEEEEMNIER ¢
profit or loss:
Exchange differences on translating HMEBINETEI 2 1B K 25
foreign operations 690 (400) (214)
Total comprehensive income ARAREEARLEEANZE
for the year attributable to Wz 4858
the owners of the Company 4,904 13,124 12,835
ASSETS AND LIABILITIES EERERE
Total assets BEE 111,758 46,871 47,095
Total liabilities weE (12,943) (12,642) (17,990)
Net assets EEFRE 98,815 34,229 29,105
Equity attributable to owners of ARAEHEE ARMLER
the Company 98,815 34,229 29,105
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